PAJARO VALLEY WATER MANAGEMENT
AGENCY
36 BRENNAN STREET  WATSONVILLE, CA 95076
TEL: (831) 722-9292  FAX: (831) 722-3139
email: info@pvwater.org  http://www.pvwater.org

Board of Directors Meeting
May 18, 2016, 7:00 p.m.

City Council Chambers
275 Main Street, 4th Floor
Watsonville, CA 95076

MEETING AGENDA
Americans with Disability Act
The City Council Chambers is an accessible facility. If you wish to attend a meeting and you will require
assistance in order to attend and /or participate, please call the Agency at (831) 722-9292 in advance of
the meeting and every effort will be made to accommodate your attendance and participation.
Agenda Item

Note: The Board may take action on any item listed on the agenda

1.

Call to Order

2.

Roll Call of the PVWMA Directors: Rosemarie Imazio (Chair), Amy Newell (Vice-Chair),
Rich Persoff, Dwight Lynn, Dave Cavanaugh, Paul Faurot, Javier Zamora

3.

Pledge of Allegiance

4.

Oral Communications
This time is set aside for members of the general public to address the Board of Directors on any
item not on the Agenda, and that is within the subject matter jurisdiction of the Board of
Directors. Each speaker is allotted up to 3 minutes. No action or discussion shall be taken on any
item presented except that the Board may respond to statements made or questions asked, or may
ask questions for clarification. All matters of an administrative nature will be referred to staff. All
matters pertaining to the Board may be scheduled for discussion at a future meeting or referred
to staff for clarification or a report, at the pleasure of the board.

5.

Director Comments

6.

Counsel Report

7.

General Manager Report

8.

Consent Agenda
All items appearing on the Consent Agenda are recommended actions which are considered to be
routine and will be acted upon as one consensus motion. Any items removed will be considered
immediately after the consensus motion. The Board Chair will allow public input prior to the approval
of the Consent Agenda.
Page
A. Approve April 20, 2016 Minutes
1
B. Approve Financial Reports for April 2016
7
31
C. Adopt Resolution 2016-10 Updating the Cash Reserve Policy for 2016-2017

This agenda is subject to revision and maybe amended prior to the scheduled meeting. If amended, a Final Agenda will be posted at the PVWMA
offices at 36 Brennan Street, Watsonville, 72 hours prior to the meeting. Copies of the Final Agenda will be available at the Board Meeting. This
Agenda shall be made available upon request in alternative formats to persons with a disability, as required by the Americans with Disabilities
Act of 1900 (42 U.S.C. Sec. 12132) and the Ralph M. Brown Act (Cal. Govt. Code Sec. 54954.2). Persons requesting a disability-related
modification or accommodation should contact PVWMA at (831) 722-9292 during regular business hours at least 24 hours prior to the time of
the meeting.
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D. Approve Agreement with Bartlett, Pringle & Wolf for Audit Services for Fiscal Year ending June
30, 2016
38
1. Introduction by staff
2. Questions from Board
3. Public comment
4. Board discussion and deliberations
5. Board action
9.

10.

Informational Items
A. Capital Projects Planning Funding and Construction Update
B. Update on Salt and Nutrient Management Plan Development

46
50

Discussion and/or Action Items
A. Consider Approval of Resolution 2016-11 Approving the issuance and sale of water

revenue bonds to refinance outstanding obligations and approving related documents
and actions
56
1.
2.
3.
4.
5.

Introduction by staff
Questions from Board
Public comment
Board discussion and deliberation
Board action

B. Consider Approval of Resolution 2016-12 Ordering an Election and Requesting Monterey,

San Benito and Santa Cruz Counties to Conduct the Election, and Requesting
Consolidation of the Election
1.
2.
3.
4.
5.

Introduction by staff
Questions from Board
Public comment
Board discussion and deliberation
Board action

C. Consider Appointing Sam Cooley to the Projects and Facility Operations Committee
1. Introduction by staff
2. Questions from Board
3. Public comment
4. Board discussion and deliberation
5. Board action
D. Conduct Public Hearing on Preliminary Budget 2016-2017 Fiscal Year
1. Introduction by staff
2. Questions from Board
3. Open Public Hearing
4. Public comment
5. Close Public Hearing
11.

Monthly Reports/Presentations
A. Facility Operations Report
1. Receive 2016 Supplemental Water Production Monthly Summary Report
B. Board Committee Reports available at www.pvwater.org
C. Public Outreach Update

225

228

229

230
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12.

Communications/Correspondence

13.

Future Meetings
A. Project and Facility Operations Committee Meeting, Wednesday, May 25, 2016
CANCELLED
B. Salt and Nutrient Management Stakeholder Meeting, Friday, June 10, 2016, 10 a.m.,
Water Resources Center Conference Room, 500 Clearwater Lane, Watsonville
C. Project and Facility Operations Committee Meeting, Wednesday, June 15, 2016, 3 p.m.,
Water Resources Center Conference Room, 500 Clearwater Lane, Watsonville
D. Administrative/Finance Committee, Wednesday, June 15, 2016, 4:00 p.m., PVWMA
Conference Room, 36 Brennan Street, Watsonville
E. Board of Director’s Meeting, Wednesday, June 22, 2016, 7:00 p.m., Watsonville City
Council Chambers, 275 Main Street, 4th Floor, Watsonville

14.

Future Agenda Items
Adjournment
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PAJARO VALLEY WATER MANAGEMENT AGENCY
36 BRENNAN STREET  WATSONVILLE, CA 95076
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Board of Directors Meeting
Wednesday, April 20, 2016, 6:00 p.m.

City Council Chambers
275 Main Street, 4th Floor
Watsonville, CA 95076

DRAFT BOARD MEETING MINUTES
1. Call to Order: The Regular Board Meeting of Pajaro Valley Water Management Agency was called
to order at 6:05p.m. by Chair Imazio, in the City Council Chambers, 275 Main Street, 4th Floor,
Watsonville, CA.
2. Roll call of the PVWMA Directors:
Board Members Present:

Imazio, Newell, Persoff, Lynn, Cavanaugh, Faurot, Zamora

Board Members Absent:

None

Staff Members Present:

Mary Bannister, General Manager (GM)
Brian Lockwood, Sr. Water Resources Hydrologist (SWRH)
Teresa Delfino, Finance and Administrative Services Manager
(FASM)
Laura R. Taay, Board Secretary
Marcus Mendiola, Water Conservation & Outreach Specialist
(WCOS)
Lauren Valk, Agency Counsel (AC)
Barbara Choy, Counsel (for closed session)
Danielle Green, Consultant, The Covello Group
Craig Hill, Consultant, NHA Advisors
Warren Koenig, Public
Tom Rider, Public

Others Present:

3. Pledge of Allegiance
URGENCY ITEM TO BE ADDED: AC Valk introduced an Urgency Item to be added to tonight’s
agenda. This item arose after the agenda was distributed to the Board and the Public. The Bureau of
Reclamation (BOR), Andy Fisher, UCSC, and Chris Coburn, RCD of Santa Cruz, all working in
collaboration, contacted the agency on Monday, April 18 to discuss the possibility of PVWMA being
the lead on a grant that would improve the efficiency of agricultural water use. The deadline for
submittal of the application is Tuesday, April 26, 2016. A resolution would have to accompany the
grant application, which is going to be delivered to the BOR Monday to meet Tuesday’s deadline.
ACTION: Director Cavanaugh made a motion for Board to add Resolution 2016-09 to the agenda,
defined as an Urgency Item per the Brown Act guidelines; Seconded by Director Newell.
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Motion carried by the following voice vote:
AYES:
Imazio, Newell, Persoff, Lynn, Cavanaugh, Faurot, Zamora
NOES:
None
ABSENT:
None
ABSTAIN:
None
Urgency item will be heard after Item 11B and before Item 12A
4. Closed Session
A. Conference with Legal Counsel: Liability Claims
Claimants: Sunrise Farms
Bayview Farms
Claim against: PVWMA
B. Conference with Legal Counsel Existing Litigation (§ 54956.9): PVWMA v. Melgoza et al.
5. Report on Closed Session:

No Reportable Action

6. Oral Communications:

None

7. Director Comments:
Director Zamora reported on an invitation he received, and
accepted, from the National Sustainable Agriculture Coalition (NSAC) to attend and speak at a
month-long series of “farmer fly-ins”. The event was held in Washington, DC and Director Zamora
had an opportunity to meet with Congressman Sam Farr, Senator Diane Feinstein and Representative
David Valadao and discuss the importance of funding sustainable agriculture programs and policies in
the upcoming budget year, 2017. Director Zamora hopes to be invited back.
8. Counsel Report:

None

9. General Manager Report:
GM pointed out an article from the Good Times, discussing the
water situation in the central coast and PVWMA. ACWA May 3 – 5, any directors interested in
attending please let agency know.
10. Consent Agenda
A. Approved correction to February 17, 2016 Minutes, Item 12 C. from “Motion was carried by the
following voice vote” TO ” Motion was not carried by the following voice vote”
B. Approved March 16, 2016 and March 30, 2016 Minutes
C. Approved Financial Reports for March 2016
Action: Director Newell moved to approve the Consent Agenda; seconded by Director Cavanaugh
Motion carried by the following voice vote:
AYES:
NOES:
ABSENT:
ABSTAIN:
11.

Imazio, Newell, Persoff, Lynn, Cavanaugh, Faurot, Zamora
None
None
None

Informational Items
A. Capital Projects Planning, Funding, and Construction Update
Received update from SWRH Lockwood
B. Refinancing of the City of Watsonville debt for the Recycle Water Facility

2 of 244

PVWMA Board of Directors Meeting Minutes

April 16, 2016

Craig Hill, NHA Advisors, stated since 2008 the Agency has been making Interest Only
payments to the City of Watsonville (COW) on the 2007 Water Revenue Bonds that were issued
on behalf of the Agency to fund construction of the Recycle Water Facility. In FY 2016/17
payments will begin to increase if the debt is not paid off. COW has requested this debt to be paid
prior to FY2016/17.
COW is holding $11,000,000 in federal project reimbursement funds that will be used to pay
down a portion of the 2007 Water Revenue Bonds and PVWMA would refinance the balance due
on the bonds. With the possibility of receiving an interest rate below 3%, a 20 year term and the
new 2016 Water Revenue Refunding Bonds having an estimated principal amount of $15 Million,
the Agency would have an approximate annual savings of $400,000.
Target is to have all completed by June 30, 2016.
12.

Urgency Item Added to Agenda
Consider Approval of Resolution 2016-09 Authorizing General Manager to Submit a Maximum $1
Million U.S. Bureau of Reclamation Agricultural Water Conservation and Efficiency Grant
Application for Groundwater Enhancement and Water Conservation in the Pajaro Valley
Groundwater Basin
GM stated that the Agency has been in discussion with Dr. Andy Fisher, UCSC (UC) and Chris
Coburn, RCD of Santa Cruz about a couple of grant opportunities and offered that staff and Lidia
Gutierrez would like to be involved if it is beneficial for PVWMA. This is a pass through Grant and
PVWMA has to be the applicant. The grant due date of April 26, 2016, a Resolution would have to
accompany the application.
GM then turned discussion over to SWRH Lockwood. A total of $5 million will be available for
projects up to $1 million each. This is a potential grant of $1 million to support the Recharge Net
Metering (ReNeM) five year pilot program, that was approved by the board at its March 16, 2016
meeting and is consistent with BMP goals focused on eliminating groundwater overdraft and halting
seawater intrusion. Under this solicitation, the Bureau of Reclamation (BOR) is seeking to cost-share
implementation of projects that save water, improve water management, create new supplies for
agricultural irrigation, improve energy efficiency and benefit endangered species.
The UC and RCD are preparing technical descriptions and details. Agency staff will be doing some
leg work. Good example to statewide showing the collaboration of agencies continuing to work
together.
Grant awards expected in October 2016.
Action: Director Cavanaugh made a motion for the Board to adopt Resolution 2016-09 Authorizing
General Manager to Submit a Maximum $1 Million U.S. Bureau of Reclamation Agricultural Water
Conservation and Efficiency Grant Application for Groundwater Enhancement and Water
Conservation in the Pajaro Valley Groundwater Basin; Seconded by Director Newell.
Motion carried by the following voice vote:
AYES:
NOES:
ABSENT:
ABSTAIN:

12.

Imazio, Newell, Persoff, Lynn, Cavanaugh, Faurot, Zamora
None
None
None

Discussion and/or Action Items
A. Consider Resolution 2016-06 Approving Agreement by and Between Pajaro Valley Water
Management Agency and City of Watsonville Regarding State Revolving Fund Financing of the
Water Storage and Pump Station Improvements of the Watsonville Area Recycled Water Project
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Introduced by GM and presented by AC Valk. This new SRF loan will enhance the operations of
the Water Recycle Facility and will be split into three phases. Phase 1 includes a 1.5 million gallon
storage tank and distribution pump improvements, Phase II includes recycled water treatment and
filtration improvements and Phase III includes an additional 0.5 million gallon storage tank. The
total cost is $9.9 million. The first agreement the agency entered into with the City of Watsonville
(COW) was in 2006, construction of the Recycle Water Facility and establishing that the COW
owns the property and owns the project but the Agency owns the water rights and receives the
benefits. The agency is responsible for the maintenance and/or maintenance reimbursement to
COW. The second agreement, with very similar terms was in 2015, for the new Phase1, $1.5 gallon
storage tank. This third agreement is to satisfy the state as they want to know that the project they
are funding will have a long healthy life and we will be able to fulfill the obligations under the
agreement even though we don’t own the property. COW will procure the insurance, either selfinsure or a private commercial product and PVWMA will reimburse the city for this cost.
Action: Director Newell made a motion for the Board to adopt Resolution 2016-06 approving
Agreement By and Between the Pajaro Valley Water Management Agency and the City of
Watsonville Regarding State Revolving Fund Financing of the Water Storage and Pump Station
Improvements of the Watsonville Area Recycled Water Project; Seconded by Director Cavanaugh
Motion carried by the following voice vote:
AYES:
NOES:
ABSENT:
ABSTAIN:

Imazio, Newell, Persoff, Lynn, Cavanaugh, Faurot, Zamora
None
None
None

B. Consider Adoption of Preliminary Budget 2016-2017 (FY 16-17)
AFM Delfino presented the upcoming Preliminary Budget for 2016-2017 (FY16-17) with the major
revenue assumptions made for this FY16-17:

Receipt of $383,634 in Management Fees,

Anticipated augmentation charge revenues of about $10.6 million, based on 50,350 acre
feet of groundwater use,

Anticipated delivered water revenues of about $1.72 million based on 4,800 acre feet of
supplemental water deliveries, and

Grant revenue of about of $3 million for the Recycled Water Storage and Distribution
Pump Station Improvements Project.
Other budget highlights include:

Interest savings of over $400,000 per year by refinancing outstanding debt obligations
with the City of Watsonville

Capital Projects expenditures of $3.2 million for the Recycled Water Storage and
Distribution Pump Station Improvements Project,

$570,578 in funding of conservation from the Special Revenue Fund, including $200,000
for a one-year pilot Fallow Land Incentive Program, which will be developed by the
growers and presented to the Board for consideration and would provide an incentive for
voluntary fallowing, resulting in reduced groundwater pumping,

One new staff position: Water Resources Technician, to aid in the Agency’s data
collection efforts.

Addition of one new vehicle
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A correction was made to the projected estimated amount of bond payment interest in the next
Fiscal Year.
Action: Director Persoff made a motion for the Board to review and adopt, as corrected, the
Preliminary Budget for FY 2016-2017, schedule a public hearing on May 18, 2016, and consider
adoption of the final budget on June 22, 2016; Seconded by Director Lynn.
Motion carried by the following voice vote:
AYES:
NOES:
ABSENT:
ABSTAIN:

Imazio, Newell, Persoff, Lynn, Cavanaugh, Faurot, Zamora
None
None
None

C. Consider acceptance of Final Completion of Blend Well Pipeline Improvement Project
GM stated the agency is pleased the Blend Well project is completed and Danielle Green,
Covello Group, summarized end of project items. Construction has been completed since
December. There were punch list corrective items that were taken care of after the rains, all
change orders are resolved, this action item is of public code, the Notice of Completion is
required to be recorded with County Recorder, and 35 days after that, if no claims, the final
retention will be released to Contractor. The one item still open is for the SWPP (Storm Water
Pollution Plan) on the SMARTS Water Board site and is under review, this was filed a couple
weeks back and takes approximately three weeks.
Action: Director Newell moved for the Board to accept the Blend Well Pipeline Improvements
Project as completed; and authorize the General Manager, at the time the NOT is received, to
direct the Clerk of the Board to File the Notice of Completion with the County Recorder’s Office,
a copy of which is attached; Seconded by Director Cavanaugh.
Motion carried by the following voice vote:
AYES:
NOES:
ABSENT:
ABSTAIN:

Imazio, Newell, Persoff, Lynn, Cavanaugh, Faurot, Zamora
None
None
None

D. Consider approval of Resolution 2016-07 Proclaiming May 2016 Water Awareness Month and
receive update on Emergency Drought Response
SWRH Lockwood shared that each May water utilities, local agencies, government and nongovernmental organizations throughout California declare May as “Water Awareness Month.”
At state level, PVWMA participates in Water Awareness Month activities with financial
sponsorships as members of Association of California Water Agencies, the Groundwater
Resources Association and the Water Education Foundation, among others. At the local level,
PVWMA is implementing a conservation program, which has been extensively described in prior
board memos, and conducting a multi-media public outreach campaign.
Action: Director Cavanaugh moved for the Board to adopt Resolution 2016-07, Proclaiming May
2016 as “Water Awareness Month”; Seconded by Director Persoff
Motion carried by the following voice vote:
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Imazio, Newell, Persoff, Lynn, Cavanaugh, Faurot, Zamora
None
None
None

E. Consider Resolution 2016-08 Establishing Bylaws for the Administration and Finance Committee
GM said this item has been through the Admin/Finance Committee meeting a couple of time. AC
Valk worked with the committee and prepared the committee bylaws that outline the committee’s
purpose, structure, officers, members, meetings, and administration.
Action: Director Cavanaugh moved for the Board to adopt Resolution 2016-08 Establishing
Bylaws for the Administration and Finance Committee; Seconded by Director Lynn
Motion carried by the following voice vote:
AYES:
NOES:
ABSENT:
ABSTAIN:

Imazio, Newell, Persoff, Lynn, Cavanaugh, Faurot, Zamora
None
None
None

13.

Monthly Reports/Presentations
A. Facility Operations Report
1. Receive 2016 Supplemental Water Production Monthly Summary Report
B. Board Committee Reports available at www.pvwater.org
C. Public Outreach Update

14.

Written Communications/Correspondences

15.

Future Meetings
A. Project & Facility Operations Committee, Wednesday, April 27, 2016, 3:00 p.m., Water
Resources Center, 500 Clearwater Lane, Watsonville
B. Administrative/Finance Committee, Wednesday, May 11, 2016, 4:00 p.m., PVWMA
Conference Room, 36 Brennan Street, Watsonville
C. Board of Directors, Wednesday, May 18, 2016, 7:00 p.m., City Council Chambers, 275 Main
Street, 4th Floor, Watsonville

16.

Future Agenda Items

Adjourned at 8:57 p.m.

_____________________________________
Laura R. Taay, Board Secretary

___________________________________
Date Approved
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PAJARO VALLEY WATER MANAGEMENT AGENCY
Account Activity Report per Bank Statement

Date
CLEARING ACCOUNT - Rabobank
Beginning Balance
Cash Receipts
Disbursements
Transfers
ACH Transfer to US Bank-1999Bond Pmt
Bank Fees
Ending Balance

Withdrawals

Balance

4/1/2016

$12,853
1,518,745
1,678,621
$35

4/30/2016

GENERAL FUND10-MMA RABOBANK
Beginning Balance
Cash Receipts
Transfers
Interest Earned
Ending Balance
GENERAL FUND 10 - LAIF
Beginning Balance
Transfers
Interest Earned
Ending Balance

$172,694

4/1/2016

$1,236,118
25,532
27,947
195

4/30/2016

$1,233,898

4/1/2016

$1,069,716
1,235

4/30/2016

SPECIAL REVENUE FUND 20-Operating RABOBANK
Beginning Balance
Cash Receipts
Transfers
Bank Fees
Interest Earned
Ending Balance
SPECIAL REVENUE Fund 20 Cash Mgmt-FUND20MMN RABOBANK
Beginning Balance
Transfers
Bank Fees
Interest Earned
Ending Balance
Certificate of Deposit - DWR Loan Reserve Rabobank Fund 40
Beginning Balance
Interest Earned
Ending Balance
BNY MELLON - COP Refinance Account Fund 40
Beginning Balance
Transfers
Bank Fees
Money Fund Earnings
Unrealized Gains/Loss
Ending Balance

Deposits

$1,070,950

4/1/2016

$25,613
1,030,982
65,000

750,674
2,900

4/30/2016

$368,021

4/1/2016

$9,445,544
965,000
1,417

4/30/2016

$8,481,960

4/1/2016

$253,360

4/30/2016

$253,360

4/1/2016

$1

4/30/2016

$1

Prior Month Ending Cash Balance: Total Deposits: Total Withdrawals:
$12,043,206 $
2,802,982 $
3,265,302
Cash Transfers

1,743,621

1,743,621

Actual Cash Receipts/Disbursements

1,059,360

1,521,681

F:\ADMIN\Accounting\BankInfo\BANKRECS\Bank Activity Report
Prepared by: NTrevino

Month End Cash Balance:
$11,580,885
-

Page 1
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PAJARO VALLEY WATER MANAGEMENT AGENCY
INVESTMENT REPORT
ALL FUNDS
April 30, 2016

Current
Yield

Description

Investment

% of Total Weighted
Portfolio
Yield

RABOBANK
Clearing Account
Fund10-MMAcct
Fund20Operating
Fund20-MMAcct
Certificate of Deposit-DWR Loan Reserve Fund 40

0.00%
0.20%
0.00%
0.20%
0.15%

172,694
1,233,898
368,021
8,481,960
253,360

1.49%
10.65%
3.18%
73.24%
2.19%

0.00%
0.02%
0.00%
0.15%
0.00%

LAIF - Fund 10

0.46%

1,070,950

9.25%

0.04%

1

0.00%

$11,580,885

100.0%

BNY MELLON - COP Refinance-Fund 40
Total

Total Funds Reserved (DWR)
Total Funds Invested
Total Funds Non-interest Bearing
Total Funds

253,360
10,786,808
540,715
11,580,884

Total Available Funds
Cash Reserve Policy Requirements (PVWMA)
Surplus (Deficit) of Funds

11,327,523
3,240,000
8,087,523

F:\ADMIN\Accounting\BankInfo\BANKRECS\Investment earnings reportApril16
prepared by: NTrevino
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Accounts Payable
Checks by Date - Detail By Check Date
User:
Printed:

Nancy
5/2/2016 - 4:38 PM

Check No:
Vendor:
1060
1061

32622 Check Date:
04/05/2016
A920 ATSA CORP
Hydro-Database imporvemnte project (March 2016)
Hydro-Database imporvemnte project

Check No:
Vendor:
0194186-IN

32623 Check Date:
04/05/2016
A110 AM CONSERVATION GROUP, INC.
Moisture meters

Check No:
Vendor:
2877019856199x0

32624 Check Date:
04/05/2016
A909 AT&T WIRELES & MOBILITY CIMIS
Cimis

Check No:
Vendor:
215177-0216

32625 Check Date:
04/05/2016
B195 BALANCE HYDROLOGICS, INC
Task 5 field measurments during storm events, Data post processi

Check No:
Vendor:
594

32626 Check Date:
04/05/2016
F475 BEATRIZ VASQUEZ-FLORES
Translation Spring Newsletter

Check No:
Vendor:
2016-5

32627 Check Date:
04/05/2016
P1109 BELINDA PLATTS
2016-5 Annual Report

Check No:
Vendor:
8203110070495564
8203110070495564
8203110070495564
8203110070495564
8203110070495564
8203110070495564

32628 Check Date:
04/05/2016
C1580 CHARTER BUSINESS COMMUNICATIONS
agency phone lines
agency phone lines
agency phone lines
agency phone lines
agency phone lines
agency phone lines

Check No:
Vendor:
91067519
91067519
91067519
91067519

32629 Check Date:
B100 CHASE
Budget conferencing
Office supplies
flowers
Office news paper

04/05/2016

Void Checks

Check Amount

0.00
0.00

2,041.66
2,041.66

0.00

4,083.32

0.00

453.09

0.00

453.09

0.00

46.50

0.00

46.50

0.00

1,459.89

0.00

1,459.89

0.00

160.35

0.00

160.35

0.00

2,050.00

0.00

2,050.00

0.00
0.00
0.00
0.00
0.00
0.00

151.09
151.09
75.55
75.54
75.55
75.54

0.00

604.36

0.00
0.00
0.00
0.00

91.04
1,173.11
100.00
19.11
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Check No:
Vendor:
20500245-03042016
20500245-03042016
20500245-03042016
20500245-03042016
20500245-03042016
20500245-03042016
20500245-03042016
20500245-03042016

32630 Check Date:
04/05/2016
C1656 CITRIX SYSTEMS, INC

Check No:
Vendor:
250

32631 Check Date:
04/05/2016
W500 CITY OF WATSONVILLE FINANCE DEPARTMENT
board mtg on 3/16/16

Check No:
Vendor:
02389
02389

32632 Check Date:
04/05/2016
W400 CITY OF WATSONVILLE UTILITIES
dues from 2/9/16 thru 3/15/16
dues from 2/9/16 thru 3/15/16

Check No:
Vendor:
6838

32633 Check Date:
04/05/2016
C1720 CONTRACTOR COMPLIANCE & MONITORING INC.
Labor Compliance services K1 Pipeline Project

Check No:
Vendor:
Jan.Feb.
Jan.Feb.

32634 Check Date:
04/05/2016
D148 DELFINO, TERESA
Jan. & Feb. Cell reimb. + SC County Employer's advisory council
Jan. & Feb. Cell reimb. + SC County Employer's advisory council

Check No:
Vendor:
14160

32635 Check Date:
04/05/2016
K89 KARAS TECHNICAL
Spring Newsletter

Check No:
Vendor:
049.02

32636 Check Date:
04/05/2016
K310 KITTLESON ENVIRONMENTAL CONSULTING
Biological surveys(Storm response, nesting birds, CRF) & mtgs

Check No:
Vendor:
30643 thru30646
30643 thru30646
30643 thru30646
30643 thru30646
30643 thru30646
30643 thru30646

32637 Check Date:
M900 MERRY MAIDS
Office housekeeping
Office housekeeping
Office housekeeping
Office housekeeping
Office housekeeping
Office housekeeping

Check No:

32638 Check Date:

04/05/2016

04/05/2016

Void Checks

Check Amount

0.00

1,383.26

0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00

33.25
33.25
99.75
99.75
99.75
99.75
99.75
99.75

0.00

665.00

0.00

85.00

0.00

85.00

0.00
0.00

27.72
83.14

0.00

110.86

0.00

2,166.68

0.00

2,166.68

0.00
0.00

87.50
87.50

0.00

175.00

0.00

345.00

0.00

345.00

0.00

3,634.31

0.00

3,634.31

0.00
0.00
0.00
0.00
0.00
0.00

58.80
235.20
73.50
73.50
73.50
73.50

0.00

588.00
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Vendor:
F0CS96632
F0CS96632
F0CS96632
F0CS96632
F0CS96632
F0CS96632
F0CS96632

F600 MID BAY FORD-LINCON
Vehicle maintenance
Vehicle maintenance
Vehicle maintenance
Vehicle maintenance
Vehicle maintenance
Vehicle maintenance
Vehicle maintenance

Check No:
Vendor:
20050
20051
20172

32639 Check Date:
04/05/2016
M1175 MONTEREY BAY ANALYTICAL SERVIC
water samples
water samples
Water Samples

Check No:
Vendor:
30254
30254
30254
30254
30254

32640 Check Date:
04/05/2016
M1425 MONTEREY BAY PROFESSIONAL LANDSCAPE
Monthly landscape maintenance
Monthly landscape maintenance
Monthly landscape maintenance
Monthly landscape maintenance
Monthly landscape maintenance

Check No:
Vendor:
C86743927-B

32641 Check Date:
04/05/2016
M1800 MONTEREY COUNTY FARM BUREAU
Membership dues C86743927-B

Check No:
Vendor:
19041

32642 Check Date:
04/05/2016
M1714 MONTEREY COUNTY HEALTH DEPT. LABORATORY
water samples report

Check No:
Vendor:
8764

32643 Check Date:
04/05/2016
P300 PAJARO VALLEY CHAMBER OF COMMERCE
Non-Profit Technology fund

Check No:
Vendor:
12620
12620

32644 Check Date:
04/05/2016
P180 PENINSULA MESSENGER LLC
Bank Carrier
Bank Carrier

Check No:
Vendor:
1787734656-3
2926809320-9
2926809320-9
3771390038-1
421054495-8
5290624576-7
5916054391-0

32645 Check Date:
P800 PG & E
1859 Beach Rd
36 Brennan st #B
36 Brennan st #B
Jensen Rd # 3
475 San Andreas Rd
2240 Beach Rd
187 C San Andreas Rd

04/05/2016

Void Checks

Check Amount

0.00
0.00
0.00
0.00
0.00
0.00
0.00

32.05
32.05
32.05
32.05
36.63
32.05
32.05

0.00

228.93

0.00
0.00
0.00

280.00
1,200.00
780.00

0.00

2,260.00

0.00
0.00
0.00
0.00
0.00

90.00
22.50
22.50
22.50
22.50

0.00

180.00

0.00

500.00

0.00

500.00

0.00

406.00

0.00

406.00

0.00

143.85

0.00

143.85

0.00
0.00

12.50
37.50

0.00

50.00

0.00
0.00
0.00
0.00
0.00
0.00
0.00

1,986.69
30.37
91.11
26.00
262.78
16.91
1,345.59
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Check No:
Vendor:
8220000002657

32646 Check Date:
04/05/2016
R331 RED WING SHOES
Safety boots

Check No:
Vendor:
C826568

32647 Check Date:
04/05/2016
S1000 SANTA CRUZ COUNTY FARM BUREAU
Business support Associate member

Check No:
Vendor:
1906767
1906767
1906767
1906767
1906767
1906767
1906767

32648 Check Date:
S1405 SC FUELS
Vehicles
vehicles
vehicles
vehicles
vehicles
Vehicles
Vehicles

Check No:
Vendor:
85188

32649 Check Date:
04/05/2016
T305 TELSTAR INSTRUMENTS, INC.
Field suplies for repairs

Check No:
Vendor:
006492990087
006492990087
006492990087
006492990087
006492990087
006492990087
006492990087
006492990087
006492990087
006492990087
006492990087
006492990087
006492990087
006492990087
006492990087
006492990087
006492990087
006492990087
006492990087
006492990087
006492990087
006492990087
006492990087
006492990087

32650 Check Date:
04/05/2016
T359 THE STANDARD INSURANCE COMPANY
Benefits
Benefits
Benefits
Benefits
Benefits
Benefits
Benefits
Benefits
Benefits
Benefits
Benefits
Benefits
Benefits
Benefits
Benefits
Benefits
Benefits
Benefits
Benefits
Benefits
Benefits
Benefits
Benefits
Benefits

Check No:
Vendor:

04/05/2016

32651 Check Date:
04/05/2016
D310 UNITED STATES GEOLOGICAL SURVEY

Void Checks

Check Amount

0.00

3,759.45

0.00

391.48

0.00

391.48

0.00

250.00

0.00

250.00

0.00
0.00
0.00
0.00
0.00
0.00
0.00

28.13
28.12
28.13
28.13
32.15
28.12
28.13

0.00

200.91

0.00

4,477.35

0.00

4,477.35

0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00

2.32
3.32
0.23
145.84
7.24
15.98
1.00
1.50
1.50
1.50
11.20
11.20
14.79
2.19
11.52
12.38
20.94
12.38
77.75
9.55
46.57
12.47
23.49
8.33

0.00

455.19
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90426911

Federal Fiscal Yr.2015 agreement 14WSCA600097310

Check No:
Vendor:
125AI045462

32652 Check Date:
W80 WAGEWORKS
Monthly Administration Fee

Check No:
Vendor:
1615121
1615121
1615121
1615121
1615121

32653 Check Date:
04/05/2016
Z151 ZOOM IMAGING SOLUTIONS, INC
Monthly Maintenance Contract
Monthly Maintenance Contract
Monthly Maintenance Contract
Monthly Maintenance Contract
Monthly Maintenance Contract

04/05/2016

Date Totals:
Check No:
Vendor:
96949

32654 Check Date:
04/06/2016
M175 MARISCOS PUERTO VALLARTA
Lunch for CD'S Irrigators annual training

Date Totals:
Check No:
Vendor:
147132-238-515
147132-238-515
147132-238-515

32655 Check Date:
04/14/2016
A190 ACE HARDWARE
field supplies
field supplies
field supplies

Check No:
Vendor:
APRIL MILEAGE

32656 Check Date:
04/14/2016
A105 ACKERMAN, TYLER
Reimb. milage 4/4 thru 4/7/16

Check No:
Vendor:
1-11007
1-11007

32657 Check Date:
04/14/2016
A625 AMERICAN EXPRESS COSTCO
office supplies
office supplies

Check No:
Vendor:
32270
32270
32270
32271

32658 Check Date:
04/14/2016
A910 ATCHINSON,BARISONE,CONDOTTI
Confer.w/Brian, board agenda and SGMA matters
Confer.w/Brian, board agenda and SGMA matters
Confer.w/Brian, board agenda and SGMA matters
Confer.w/L.Valk status fo Melgoza lawsuit & collection strategy

Check No:
Vendor:
28400518

32659 Check Date:
04/14/2016
A850 AVAYA FINANCIAL SERVICES.
Phone/VM Lease Agreement

Void Checks

Check Amount

0.00

32,654.02

0.00

32,654.02

0.00

50.00

0.00

50.00

0.00
0.00
0.00
0.00
0.00

45.39
45.38
45.39
45.38
45.39

0.00

226.93

0.00

64,244.73

0.00

450.00

0.00

450.00

0.00

450.00

0.00
0.00
0.00

16.80
8.78
13.39

0.00

38.97

0.00

28.75

0.00

28.75

0.00
0.00

216.95
216.95

0.00

433.90

0.00
0.00
0.00
0.00

5,937.00
1,540.50
428.88
136.50

0.00

8,042.88

0.00

6.74
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28400518
28400518
28400518
28400518
28400518

Phone/VM Lease Agreement
Phone/VM Lease Agreement
Phone/VM Lease Agreement
Phone/VM Lease Agreement
Phone/VM Lease Agreement

Check No:
Vendor:
215177-0316

32660 Check Date:
04/14/2016
B195 BALANCE HYDROLOGICS, INC
field measurements during storm events

Check No:
Vendor:
REIMB SUPPLIES

32661 Check Date:
04/14/2016
S1700 BIGHAM, SHINEHAH
Reimb. for Nitrile Gloves and Leather protector spray

Check No:
Vendor:
A44063

32662 Check Date:
04/14/2016
C1500 CENTRAL ELECTRIC
2 HA32Z12

Check No:
Vendor:
PROP-50

32663 Check Date:
04/14/2016
W500 CITY OF WATSONVILLE FINANCE DEPARTMENT
PROP-50 GRANT Q3 2015 REIMB.

Check No:
Vendor:
2007 BOND INT

32664 Check Date:
04/14/2016
W500 CITY OF WATSONVILLE FINANCE DEPARTMENT
2007 BOND INTEREST

Check No:
Vendor:
PVWMA2016-02

32665 Check Date:
04/14/2016
E690 ERIN McCARTHY
Conservation Outreach, pgm coodinator,workshops & special events

Check No:
Vendor:
959386

32666 Check Date:
04/14/2016
G176 GRANITE CONSTRUCTION COMPANY
K1 Distribution Pipeline

Check No:
Vendor:
2016077

32667 Check Date:
04/14/2016
H199 HYDROMETRICS WATER RESOURCES INC
Basin Boundary Modification support

Check No:
Vendor:
14166

32668 Check Date:
04/14/2016
K89 KARAS TECHNICAL
2500 Sprint Newsletters

Check No:
Vendor:
024.13

32669 Check Date:
04/14/2016
K310 KITTLESON ENVIRONMENTAL CONSULTING
Waterfowl surveys College Lake Study

Void Checks

Check Amount

0.00
0.00
0.00
0.00
0.00

22.47
22.46
22.47
22.47
128.06

0.00

224.67

0.00

7,670.32

0.00

7,670.32

0.00

53.25

0.00

53.25

0.00

62.62

0.00

62.62

0.00

184,307.40

0.00

184,307.40

0.00

715,391.88

0.00

715,391.88

0.00

23,195.02

0.00

23,195.02

0.00

225,197.50

0.00

225,197.50

0.00

5,735.00

0.00

5,735.00

0.00

866.55

0.00

866.55

0.00

4,886.03

0.00

4,886.03
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Check No:
Vendor:
CELL REIMB
CELL REIMB
SGMA reimb

32670 Check Date:
04/14/2016
L563 LOCKWOOD, BRIAN
Cell reimb. for March & April 2016
Cell reimb. for March & April 2016
Mileage reimb. to SGMA Workshop in West SAC

Check No:
Vendor:
1616

32671 Check Date:
04/14/2016
N321 NORRIS ASSOCIATES WATER & WASTEWATER ENGEENIRING
emails,call to discuss well operation, call magiora,

Check No:
Vendor:
PROP-50

32672 Check Date:
04/14/2016
P299 PREVENTION AUTHORITY PAJARO RIVER FLOOD
PROP-50 Q4-2015 REIMB

Check No:
Vendor:
113597
113739

32673 Check Date:
04/14/2016
P500 PAJARO VALLEY LOCK SHOP
re-program from glass door
back door lock

Check No:
Vendor:
9218085363-9

32674 Check Date:
P800 PG & E
162 San Andreas Rd

Check No:
Vendor:
510050823372
510050823372
510050823372
510050823372
510050823372
510050823372
510050823372

32675 Check Date:
04/14/2016
R40 RABOBANK VISA CARDMEMBER SERVICE
field supplies were returned to QED
Staff BBQ
CSMFO Dues
Educational Book " Water:More or Less"
ACWA Event registration fee 5/3/16 to 5/6/16
ACWA Event registration fee 5/3/16 to 5/6/16
APC replacement Battery Cartridge

Check No:
Vendor:
J08542
J08656

32676 Check Date:
04/14/2016
R330 RDO WATER LLC
field supplies
Field supplies

Check No:
Vendor:
2223

32677 Check Date:
04/14/2016
R605 ROTARY CLUB OF FREEDOM
Quarterly dues

Check No:
Vendor:
21675

32678 Check Date:
04/14/2016
R775 ROY ALSOP PUMP & DRILLING CO.
Recovery well #9 pump, cable & labor

Check No:
Vendor:

32679 Check Date:
S1405 SC FUELS

04/14/2016

04/14/2016

Void Checks

Check Amount

0.00
0.00
0.00

84.09
84.09
206.15

0.00

374.33

0.00

1,250.00

0.00

1,250.00

0.00

28,064.57

0.00

28,064.57

0.00
0.00

372.08
50.00

0.00

422.08

0.00

8,146.80

0.00

8,146.80

0.00
0.00
0.00
0.00
0.00
0.00
0.00

-109.00
22.95
110.00
68.75
535.00
535.00
84.42

0.00

1,247.12

0.00
0.00

2,603.62
101.60

0.00

2,705.22

0.00

144.00

0.00

144.00

0.00

12,223.22

0.00

12,223.22
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1912328
1912328
1912328
1912328
1912328
1912328
1912328

Vehicles
Vehicles
Vehicles
vehicles
vehicles
vehicles
vehicles

Check No:
Vendor:
178120

32680 Check Date:
04/14/2016
S1420 SCOTTS VALLEY SPRINKLER
PVC Pipes

Check No:
Vendor:
8245-4

32681 Check Date:
04/14/2016
S1732 SHERWIN-WILLIAMS
Recovery well paiting project

Check No:
Vendor:
6030720

32682 Check Date:
04/14/2016
S1900 SOIL CONTROL LAB, INC.
Soil complete

Check No:
Vendor:
2117

32683 Check Date:
04/14/2016
S899 STAGNARO STRATEGIC MARKETING
Ck on newsletter & Outreach, phone mtg w/Brian, nws letter edit

Check No:
Vendor:
RAINWATER REBAT

32684 Check Date:
04/14/2016
S2665 STONE, PAUL
Rain Water Catchment Rebate

Check No:
Vendor:
295394/782
295394/782

32685 Check Date:
04/14/2016
T100 TAYLOR'S OFFICE CITY, INC.
Office supplies
Office supplies

Check No:
Vendor:
2015.015-9
2015.015-9
2015.024-5

32686 Check Date:
04/14/2016
T335 THE COVELLO GROUP, INC.
K1 project from March 1, to March 31, 2016
BWE project from March 1, to March 31, 2016
TANK project from March 1, to March 31, 2016

Check No:
Vendor:
301515417
301515417
301515417
301515417
301515417

32687 Check Date:
04/14/2016
T274 TOSHIBA FINANCIAL SERVICES
Copier Monthly Fees
Copier Monthly Fees
Copier Monthly Fees
Copier Monthly Fees
Copier Monthly Fees

Check No:

32688 Check Date:

04/14/2016

Void Checks

Check Amount

0.00
0.00
0.00
0.00
0.00
0.00
0.00

41.69
41.69
41.69
41.69
41.69
41.69
47.64

0.00

297.78

0.00

39.11

0.00

39.11

0.00

409.84

0.00

409.84

0.00

1,350.00

0.00

1,350.00

0.00

630.00

0.00

630.00

0.00

750.00

0.00

750.00

0.00
0.00

119.28
119.27

0.00

238.55

0.00
0.00
0.00

35,191.50
9,517.50
4,810.00

0.00

49,519.00

0.00
0.00
0.00
0.00
0.00

127.09
127.10
127.09
127.10
127.09

0.00

635.47
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Vendor:
59955

Check No:
Vendor:
084077349
084077349
084077349
084077349
084077349

32689 Check Date:
04/14/2016
X100 XEROX CORPORATION
Phaser Printer Lease Payment
Phaser Printer Lease Payment
Phaser Printer Lease Payment
Phaser Printer Lease Payment
Phaser Printer Lease Payment

Check No:
Vendor:
81677
81677
81677
81677
81677
81677
81677
81677
81677
81677

32690 Check Date:
04/14/2016
Z100 ZAG TECHNICAL SERVICES, INC.
Computer Support
Computer Support
Computer Support
Computer Support
Computer Support
Computer Support
Computer Support
Computer Support
Computer Support
Computer Support

Check No:
Vendor:
1620078
1620078
1620078
1620078
1620078

32691 Check Date:
04/14/2016
Z151 ZOOM IMAGING SOLUTIONS, INC
Monthly Maintenance Contract
Monthly Maintenance Contract
Monthly Maintenance Contract
Monthly Maintenance Contract
Monthly Maintenance Contract

Date Totals:
Check No:
Vendor:

Check No:
Vendor:

Check No:
Vendor:

Void Checks

Check Amount

0.00

24.74

0.00

24.74

0.00
0.00
0.00
0.00
0.00

23.57
23.56
23.57
23.56
94.26

0.00

188.52

0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00

82.50
214.50
198.00
198.00
198.00
198.00
198.00
165.00
99.00
99.00

0.00

1,650.00

0.00
0.00
0.00
0.00
0.00

3.86
3.86
3.86
3.86
3.86

0.00

19.30

0.00

1,286,464.39

W375 WATSONVILLE BLUEPRINT

0 Check Date:
04/15/2016
A1250 AFLAC- FLEX ONE
PR Batch 00003.03.2016 AFLAC-After Tax Insurace
PRPrems
Batch 00003.03.2016 AFLAC-After Tax Insurace
0.00 Prems
PR Batch 00003.03.2016 AFLAC-PreTax InsurancePR
Prems
Batch 00003.03.2016 AFLAC-PreTax Insurance
0.00 Prems
PR Batch 00001.04.2016 AFLAC-After Tax Insurace
PRPrems
Batch 00001.04.2016 AFLAC-After Tax Insurace
0.00 Prems
PR Batch 00001.04.2016 AFLAC-PreTax InsurancePR
Prems
Batch 00001.04.2016 AFLAC-PreTax Insurance
0.00 Prems

129.91
308.28
129.31
226.02

0.00
0 Check Date:
04/15/2016
E830 DEPT. OF CHILD SUPORT SERVICES
PR Batch 00003.03.2016 Child Support Services PR Batch 00003.03.2016 Child Support Services
0.00
PR Batch 00001.04.2016 Child Support Services PR Batch 00001.04.2016 Child Support Services
0.00

793.52

0.00
0 Check Date:
04/15/2016
N125 NATIONWIDE RETIREMENT SOLUTION
PR Batch 00003.03.2016 Deferred Comp-National Deferre
PR Batch 00003.03.2016 Deferred Comp-National
0.00 Deferre
PR Batch 00001.04.2016 Deferred Comp-National Deferre
PR Batch 00001.04.2016 Deferred Comp-National
0.00 Deferre

388.60

194.30
194.30

2,469.00
19,077.00
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Void Checks
Check No:
Vendor:

Check No:
Vendor:

Check No:
Vendor:

Check No:
Vendor:

Check No:
Vendor:

0407565

0.00
0 Check Date:
04/15/2016
P1300 PERS-Fiscal Services Division Cashier Unit
PR Batch 00003.03.2016 PEPRA Employee PortionPR Batch 00003.03.2016 PEPRA Employee Portion
0.00
PR Batch 00003.03.2016 PEPRA-Employer PortionPR Batch 00003.03.2016 PEPRA-Employer Portion
0.00
PR Batch 00003.03.2016 PERS - Employee Share PR Batch 00003.03.2016 PERS - Employee Share
0.00
PR Batch 00003.03.2016 PERS - Employer Share PR Batch 00003.03.2016 PERS - Employer Share
0.00
PR Batch 00001.04.2016 PEPRA Employee PortionPR Batch 00001.04.2016 PEPRA Employee Portion
0.00
PR Batch 00001.04.2016 PEPRA-Employer PortionPR Batch 00001.04.2016 PEPRA-Employer Portion
0.00
PR Batch 00001.04.2016 PERS - Employee Share PR Batch 00001.04.2016 PERS - Employee Share
0.00
PR Batch 00001.04.2016 PERS - Employer Share PR Batch 00001.04.2016 PERS - Employer Share
0.00

21,546.00

0.00
0 Check Date:
04/15/2016
P555 PVWMA-Cafeteria Account
PR Batch 00003.03.2016 AFLAC-FSA-Dependent Care
PR Batch 00003.03.2016 AFLAC-FSA-Dependent
0.00 Care
PR Batch 00003.03.2016 AFLAC-FSA Medical Spending
PR Batch 00003.03.2016 AFLAC-FSA Medical
0.00
Spending
PR Batch 00001.04.2016 AFLAC-FSA-Dependent Care
PR Batch 00001.04.2016 AFLAC-FSA-Dependent
0.00 Care
PR Batch 00001.04.2016 AFLAC-FSA Medical Spending
PR Batch 00001.04.2016 AFLAC-FSA Medical
0.00
Spending

16,276.84

0.00
0 Check Date:
04/15/2016
S2525 CALPERS
PR Batch 00003.03.2016 CALPERS Deferred CompPR Batch 00003.03.2016 CALPERS Deferred 0.00
Comp
PR Batch 00003.03.2016 CALPERS DEFERRED COMP%
PR Batch 00003.03.2016 CALPERS DEFERRED
0.00COMP%
PR Batch 00001.04.2016 CALPERS Deferred CompPR Batch 00001.04.2016 CALPERS Deferred 0.00
Comp
PR Batch 00001.04.2016 CALPERS DEFERRED COMP%
PR Batch 00001.04.2016 CALPERS DEFERRED
0.00COMP%

32693 Check Date:
04/15/2016
S2460 STATE OF CALIFORNIA
PR Batch 00003.03.2016 Other Tax

PR Batch 00003.03.2016 Other Tax

32695 Check Date:
04/18/2016
A400 ACWA/JPIA WORKERS COMP
Workers Compensation
Workers Compensation
Workers Compensation
workers compensation

251.51
250.98
2,896.18
3,521.74
251.51
250.98
3,995.46
4,858.48

263.45
694.20
423.06
619.90
2,000.61

990.00
692.61
990.00
692.61

0.00

3,365.22

0.00

229.35

0.00
32694 Check Date:
04/15/2016
A300 ACWA/JPIA
PR Batch 00003.03.2016 Dental - ACWA
PR Batch 00003.03.2016 Dental - ACWA
0.00
PR Batch 00003.03.2016 Health-Employee Asst. Program
PR Batch 00003.03.2016 Health-Employee Asst.
0.00
Program
PR Batch 00003.03.2016 Health - ACWA
PR Batch 00003.03.2016 Health - ACWA
0.00
PR Batch 00003.03.2016 Life - ACWA
PR Batch 00003.03.2016 Life - ACWA
0.00
PR Batch 00003.03.2016 Life Insurance - EmployeePR Batch 00003.03.2016 Life Insurance - Employee
0.00
PR Batch 00003.03.2016 Vision - ACWA
PR Batch 00003.03.2016 Vision - ACWA
0.00
Prem Credit-Martinez 01/16-05/16
Credit Adj 05/16Inv-Martinez,Lockwood
0.00

Date Totals:
Check No:
Vendor:
1/1/16 thru 3/31/16
1/1/16 thru 3/31/16
1/1/16 thru 3/31/16
1/1/16 thru 3/31/16
1/1/16 thru 3/31/16
1/1/16 thru 3/31/16
1/1/16 thru 3/31/16

Check Amount

229.35

1,542.21
30.55
25,389.89
274.83
53.00
241.28
-442.44

0.00

27,089.32

0.00

71,689.46

0.00
0.00
0.00
0.00
0.00
0.00
0.00

22.40
32.06
2.20
69.83
108.05
108.04
202.03
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1/1/16 thru 3/31/16
1/1/16 thru 3/31/16
1/1/16 thru 3/31/16
1/1/16 thru 3/31/16
1/1/16 thru 3/31/16
1/1/16 thru 3/31/16
1/1/16 thru 3/31/16
1/1/16 thru 3/31/16
1/1/16 thru 3/31/16
1/1/16 thru 3/31/16
1/1/16 thru 3/31/16
1/1/16 thru 3/31/16
1/1/16 thru 3/31/16
1/1/16 thru 3/31/16
1/1/16 thru 3/31/16
1/1/16 thru 3/31/16
1/1/16 thru 3/31/16

Workers Compensation
Workers Compensation

Check No:
Vendor:
538546592

32696 Check Date:
04/18/2016
F200 FEDERAL EXPRESS, INC.
shipped to QED

Check No:
Vendor:
20228
20230
20233
20234
20296

32697 Check Date:
04/18/2016
M1175 MONTEREY BAY ANALYTICAL SERVIC
Water samples
Water samples
Water samples
Water samples
Water samples

Check No:
Vendor:
MEMBERSHIP

32698 Check Date:
04/18/2016
N260 NGWA THE GROUNDWATER ASSOC.
Membership renewal Scientist and Engineer

Check No:
Vendor:
9968544374-1
9968544374-1

32699 Check Date:
P800 PG & E
36 Brennan St
36 Brennan St

Check No:
Vendor:
8220000002703

32700 Check Date:
04/18/2016
r331 RED WING SHOES
safety shoes

Check No:
Vendor:
1533400641
1533400641

32701 Check Date:
04/18/2016
S2400 STAPLES CREDIT PLAN
office supplies
office supplies

Check No:
Vendor:

04/18/2016

32702 Check Date:
04/18/2016
T345 THE HOME DEPOT

Void Checks

Check Amount

0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00

119.46
14.49
14.50
14.49
9.66
226.63
80.37
142.74
21.09
111.11
119.47
1,407.20
154.16
750.15
92.23
449.30
120.34

0.00

4,392.00

0.00

291.58

0.00

291.58

0.00
0.00
0.00
0.00
0.00

905.00
880.00
625.00
150.00
1,530.00

0.00

4,090.00

0.00

110.00

0.00

110.00

0.00
0.00

98.36
295.09

0.00

393.45

0.00

156.59

0.00

156.59

0.00
0.00

253.52
253.52

0.00

507.04
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2012576/75/404
2012576/75/404

field supplies
field supplies

Check No:
Vendor:
8169

32703 Check Date:
04/18/2016
V300 VAN LANEN SHOE STORE, INC
safety shoes

Check No:
Vendor:
9762950567
9762950567
9762950567
9762950567

32704 Check Date:
04/18/2016
V369 VERIZON WIRELESS
Operations cell service
Operations cell service
Operations cell service
Operations cell service

Check No:
Vendor:
Reimb. D.C

32705 Check Date:
04/18/2016
Z110 ZAMORA, JAVIER
Conference to Washington DC Agricultural

Date Totals:
Check No:
Vendor:
mileage reimb

32707 Check Date:
04/28/2016
A105 ACKERMAN, TYLER
from 4/11 thru 4/22/16 total miles 120 @.54

Check No:
Vendor:
15-1031-5

32708 Check Date:
04/28/2016
C103 CBEC, INC
Services from March 1 thru March 31, 2016

Check No:
Vendor:
381063224

32709 Check Date:
04/28/2016
C1595 CH2MHILL
Services from Feb. 27 thru April 1, 2016

Check No:
Vendor:
8203110070495564
8203110070495564
8203110070495564
8203110070495564
8203110070495564
8203110070495564

32710 Check Date:
04/28/2016
C1580 CHARTER BUSINESS COMMUNICATIONS
agency phone lines
agency phone lines
agency phone lines
agency phone lines
agency phone lines
agency phone lines

Check No:
Vendor:
APRIL2016CHARGE
APRIL2016CHARGE
APRIL2016CHARGE

32711 Check Date:
B100 CHASE
Budget Conferencing
Sentinel Newspaper office
Yardney water management

04/28/2016

Void Checks

Check Amount

0.00
0.00

325.51
681.24

0.00

1,006.75

0.00

218.00

0.00

218.00

0.00
0.00
0.00
0.00

133.81
133.80
133.81
133.80

0.00

535.22

0.00

1,322.34

0.00

1,322.34

0.00

13,022.97

0.00

64.80

0.00

64.80

0.00

7,236.20

0.00

7,236.20

0.00

11,566.59

0.00

11,566.59

0.00
0.00
0.00
0.00
0.00
0.00

148.49
148.49
74.25
74.24
74.25
74.24

0.00

593.96

0.00
0.00
0.00

140.78
19.11
213.65

0.00

373.54
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Check No:
Vendor:
02389
02389

32712 Check Date:
04/28/2016
W400 CITY OF WATSONVILLE UTILITIES
36 Brennan water useage
36 Brennan water useage

Check No:
Vendor:
918
919
920

32713 Check Date:
04/28/2016
G330 GUTIERREZ CONSULTANTS, INC.
SRF Grant
IRWM Drought Grant
Prop-50

Check No:
Vendor:
20375
20376

32714 Check Date:
04/28/2016
M1175 MONTEREY BAY ANALYTICAL SERVIC
water samples
water samples

Check No:
Vendor:
30345
30345
30345
30345
30345

32715 Check Date:
04/28/2016
M1425 MONTEREY BAY PROFESSIONAL LANDSCAPE
Monthly landscape maintenance
Monthly landscape maintenance
Monthly landscape maintenance
Monthly landscape maintenance
Monthly landscape maintenance

Check No:
Vendor:
15
25

32716 Check Date:
04/28/2016
M1650 MONTEREY COUNTY ASSESSOR
PVWMA Data Report
PVWMA updated Data Report

Check No:
Vendor:
2016-0427b

32717 Check Date:
04/28/2016
N255 NHA ADVISORS
Consulting Preparing reports for 2015 Water revenue refunding

Check No:
Vendor:
015484/157253
015484/157253

32718 Check Date:
04/28/2016
O400 ORCHARD SUPPLY HARDWARE
Field Supplies
Field Supplies

Check No:
Vendor:
31967
31967
32012
32012

32719 Check Date:
04/28/2016
P510 PAJARO VALLEY PRINTING
Return envelopes
Return envelopes
Special Poly Window
Special Poly Window

Check No:
Vendor:
petcash4-27-16
petcash4-27-16

32720 Check Date:
R999 PETTY CASH
Bday cake
Bday cake

04/28/2016

Void Checks

Check Amount

0.00
0.00

28.52
85.57

0.00

114.09

0.00
0.00
0.00

4,504.70
2,800.00
2,767.50

0.00

10,072.20

0.00
0.00

2,515.00
150.00

0.00

2,665.00

0.00
0.00
0.00
0.00
0.00

90.00
22.50
22.50
22.50
22.50

0.00

180.00

0.00
0.00

65.00
65.00

0.00

130.00

0.00

2,000.00

0.00

2,000.00

0.00
0.00

24.21
113.43

0.00

137.64

0.00
0.00
0.00
0.00

51.12
460.09
1,340.97
70.58

0.00

1,922.76

0.00
0.00

7.74
54.99
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petcash4-27-16
petcash4-27-16
petcash4-27-16
petcash4-27-16
petcash4-27-16

ice for growers lunch
paint and brushes HSP recovery wells
UC Davis conference
SC Records office
Earth day supplies

Check No:
Vendor:
1787734656-3
2926809320-9
2926809320-9
4291054495-8
5290624576-7
5916054391-0

32721 Check Date:
P800 PG & E
1859 Beach Rd
36 Brennan St. B
36 Brennan St. B
475 San Andreas Rd
2240 Beach Rd
187 C San Andreas Rd

Check No:
Vendor:
INV200017113

32722 Check Date:
04/28/2016
P400 PVI PAJARO VALLEY IRRIGATION, INC.
meter supplies

Check No:
Vendor:
RCD Retention

32723 Check Date:
04/28/2016
S830 RESOURCE CONSERVATION SANTA CRUZ COUNTY RCA
RCD Retention

Check No:
Vendor:
1918334
1918334
1918334
1918334
1918334
1918334
1918334

32724 Check Date:
S1405 SC FUELS
vehicles
Vehicles
Vehicles
Vehicles
vehicles
vehicles
vehicles

Check No:
Vendor:
178130

32725 Check Date:
04/28/2016
S1420 SCOTTS VALLEY SPRINKLER
4" PVC S&D Cap

Check No:
Vendor:
1100-2

32726 Check Date:
04/28/2016
S1732 SHERWIN-WILLIAMS
Maint

Check No:
Vendor:
85695

32727 Check Date:
04/28/2016
T305 TELSTAR INSTRUMENTS, INC.
Spare Analog for Scada Computer

Check No:
Vendor:
006492990087
006492990087

32728 Check Date:
04/28/2016
T359 THE STANDARD INSURANCE COMPANY
Benefits
Benefits

04/28/2016

04/28/2016

Void Checks

Check Amount

0.00
0.00
0.00
0.00
0.00

4.98
28.34
24.26
16.00
66.27

0.00

202.58

0.00
0.00
0.00
0.00
0.00
0.00

2,192.86
12.85
115.60
553.83
16.42
2,548.05

0.00

5,439.61

0.00

685.26

0.00

685.26

0.00

50,228.10

0.00

50,228.10

0.00
0.00
0.00
0.00
0.00
0.00
0.00

42.45
37.15
37.15
37.15
37.15
37.14
37.15

0.00

265.34

0.00

8.99

0.00

8.99

0.00

307.38

0.00

307.38

0.00

433.65

0.00

433.65

0.00
0.00

1.00
1.50
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006492990087
006492990087
006492990087
006492990087
006492990087
006492990087
006492990087
006492990087
006492990087
006492990087
006492990087
006492990087
006492990087
006492990087
006492990087
006492990087
006492990087
006492990087
006492990087
006492990087
006492990087
006492990087

Benefits
Benefits
Benefits
Benefits
Benefits
Benefits
Benefits
Benefits
Benefits
Benefits
Benefits
Benefits
Benefits
Benefits
Benefits
Benefits
Benefits
Benefits
Benefits
Benefits
Benefits
Benefits

Check No:
Vendor:
125AI0458237

32729 Check Date:
W80 WAGEWORKS
Monthly Administration Fee

Check No:
Vendor:
13029

32730 Check Date:
04/28/2016
W395 WESTERN WEATHER
Conservation supplies

04/28/2016

Date Totals:
Check No:
Vendor:

Check No:
Vendor:

Check No:
Vendor:

Check No:
Vendor:

Void Checks

Check Amount

0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00

1.50
1.50
11.20
11.20
14.79
2.19
11.52
12.38
20.94
12.38
77.75
9.55
46.57
12.47
23.49
8.33
2.32
3.32
0.23
145.84
7.24
15.98

0.00

455.19

0.00

50.00

0.00

50.00

0.00

10,113.75

0.00

10,113.75

0.00

105,246.63

0 Check Date:
04/29/2016
A1250 AFLAC- FLEX ONE
PR Batch 00002.04.2016 AFLAC-After Tax Insurace
PRPrems
Batch 00002.04.2016 AFLAC-After Tax Insurace
0.00 Prems
PR Batch 00002.04.2016 AFLAC-PreTax InsurancePR
Prems
Batch 00002.04.2016 AFLAC-PreTax Insurance
0.00 Prems

129.31
226.02

0.00
0 Check Date:
04/29/2016
E830 DEPT. OF CHILD SUPORT SERVICES
PR Batch 00002.04.2016 Child Support Services PR Batch 00002.04.2016 Child Support Services
0.00

355.33

0.00
0 Check Date:
04/29/2016
N125 NATIONWIDE RETIREMENT SOLUTION
PR Batch 00002.04.2016 Deferred Comp-National Deferre
PR Batch 00002.04.2016 Deferred Comp-National
0.00 Deferre

194.30

0 Check Date:
04/29/2016
P1300 PERS-Fiscal Services Division Cashier Unit
Unfunded Accrued Liability
April30,2016Obligation
Unfunded Accrued Liability
April30,2016Obligation
Unfunded Accrued Liability
April30,2016Obligation

194.30

1,545.00

0.00

1,545.00

0.00
0.00
0.00

197.82
120.14
131.88
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Void Checks

Check Amount

Unfunded Accrued Liability
April30,2016Obligation
0.00
Unfunded Accrued Liability
April30,2016Obligation
0.00
Unfunded Accrued Liability
April30,2016Obligation
0.00
Unfunded Accrued Liability
April30,2016Obligation
0.00
Unfunded Accrued Liability
April30,2016Obligation
0.00
Unfunded Accrued Liability
April30,2016Obligation
0.00
Unfunded Accrued Liability
April30,2016Obligation
0.00
Unfunded Accrued Liability
April30,2016Obligation
0.00
Unfunded Accrued Liability
April30,2016Obligation
0.00
Unfunded Accrued Liability
April30,2016Obligation
0.00
Unfunded Accrued Liability
April30,2016Obligation
0.00
PR Batch 00002.04.2016 PEPRA Employee PortionPR Batch 00002.04.2016 PEPRA Employee Portion
0.00
PR Batch 00002.04.2016 PEPRA-Employer PortionPR Batch 00002.04.2016 PEPRA-Employer Portion
0.00
PR Batch 00002.04.2016 PERS - Employee Share PR Batch 00002.04.2016 PERS - Employee Share
0.00
PR Batch 00002.04.2016 PERS - Employer Share PR Batch 00002.04.2016 PERS - Employer Share
0.00

Check No:
Vendor:

Check No:
Vendor:

241.78
87.82
152.91
110.00
120.14
1,600.00
65.94
152.91
800.00
87.92
526.74
251.51
250.98
2,627.76
3,195.37

0.00
0 Check Date:
04/29/2016
P555 PVWMA-Cafeteria Account
PR Batch 00002.04.2016 AFLAC-FSA-Dependent Care
PR Batch 00002.04.2016 AFLAC-FSA-Dependent
0.00 Care
PR Batch 00002.04.2016 AFLAC-FSA Medical Spending
PR Batch 00002.04.2016 AFLAC-FSA Medical
0.00
Spending

10,721.62

423.06
619.90

0.00
0 Check Date:
04/29/2016
S2525 CALPERS
PR Batch 00002.04.2016 CALPERS Deferred CompPR Batch 00002.04.2016 CALPERS Deferred 0.00
Comp
PR Batch 00002.04.2016 CALPERS DEFERRED COMP%
PR Batch 00002.04.2016 CALPERS DEFERRED
0.00COMP%

1,042.96

990.00
692.61

0.00

1,682.61

Date Totals:

0.00

15,541.82

Report Total:

0.00

1,556,660.00
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Bank Reconciliation
Checks by Date
User:
Nancy
Printed: 05/02/2016 - 4:37PM
Cleared and Not Cleared Checks

Check
No

Check Date Name

Module Clear Date

Amount

0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
32621
32622
32623
32624
32625
32626
32627
32628
32629
32630
32631
32632
32633
32634
32635
32636
32637
32638
32639
32640
32641
32642
32643
32644
32645

04/01/2016
04/01/2016
04/01/2016
04/01/2016
04/01/2016
04/01/2016
04/01/2016
04/01/2016
04/01/2016
04/01/2016
04/01/2016
04/01/2016
04/01/2016
04/01/2016
04/01/2016
04/01/2016
04/01/2016
04/01/2016
04/01/2016
04/01/2016
04/01/2016
04/01/2016
04/01/2016
04/01/2016
04/01/2016
04/01/2016
04/05/2016
04/05/2016
04/05/2016
04/05/2016
04/05/2016
04/05/2016
04/05/2016
04/05/2016
04/05/2016
04/05/2016
04/05/2016
04/05/2016
04/05/2016
04/05/2016
04/05/2016
04/05/2016
04/05/2016
04/05/2016
04/05/2016
04/05/2016
04/05/2016
04/05/2016
04/05/2016
04/05/2016

PR
PR
PR
PR
PR
PR
PR
PR
PR
PR
PR
PR
PR
PR
PR
PR
PR
PR
PR
PR
PR
PR
PR
PR
PR
PR
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP

1,444.23
4,775.01
184.70
450.00
400.00
150.00
100.00
2,954.05
304.52
92.35
328.23
1,149.90
2,235.09
30.00
1,550.51
3,094.21
76.67
2,202.48
2,990.45
1,727.09
97.21
1,997.49
1,716.46
92.35
1,984.50
99.91
4,083.32
453.09
46.50
1,459.89
160.35
2,050.00
604.36
1,383.26
665.00
85.00
110.86
2,166.68
175.00
345.00
3,634.31
588.00
228.93
2,260.00
180.00
500.00
406.00
143.85
50.00
3,759.45

MARCUS MENDIOLA
MARY BANNISTER
DAVID CAVANAUGH
NANCY TREVINO
LAURA TAAY
NANCY TREVINO
TERESA DELFINO
BRIAN LOCKWOOD
TYLER ACKERMAN
ROSEMARIE IMAZIO
BRIAN LOCKWOOD
LAURA TAAY
LEONARD VILLANUEVA
MARIA LIZAOLA
MARIA LIZAOLA
JESUS MARTINEZ
RICHARD PERSOFF
SHINEHAH BIGHAM
TERESA DELFINO
NANCY TREVINO
PAUL FAUROT
ROCIO GUERRERO
CASEY MEUSEL
AMY NEWELL
DAVID PARRA
DWIGHT LYNN
ATSA CORP
AM CONSERVATION GROUP, INC.
AT&T WIRELES & MOBILITY CIMIS
BALANCE HYDROLOGICS, INC
BEATRIZ VASQUEZ-FLORES
BELINDA PLATTS
CHARTER BUSINESS COMMUNICATIONS
CHASE
CITRIX SYSTEMS, INC
CITY OF WATSONVILLE FINANCE DEPARTMENT
CITY OF WATSONVILLE UTILITIES
CONTRACTOR COMPLIANCE & MONITORING INC.
DELFINO, TERESA
KARAS TECHNICAL
KITTLESON ENVIRONMENTAL CONSULTING
MERRY MAIDS
MID BAY FORD-LINCON
MONTEREY BAY ANALYTICAL SERVIC
MONTEREY BAY PROFESSIONAL LANDSCAPE
MONTEREY COUNTY FARM BUREAU
MONTEREY COUNTY HEALTH DEPT. LABORATORY
PAJARO VALLEY CHAMBER OF COMMERCE
PENINSULA MESSENGER LLC
PG & E
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Check

Check Date Name

Module Clear Date

32646
No
32647
32648
32649
32650
32651
32652
32653
32654
32655
32656
32657
32658
32659
32660
32661
32662
32663
32664
32665
32666
32667
32668
32669
32670
32671
32672
32673
32674
32675
32676
32677
32678
32679
32680
32681
32682
32683
32684
32685
32686
32687
32688
32689
32690
32691
0
0
0
0
0
0
0
0
0
0
0
0
0
0

04/05/2016
04/05/2016
04/05/2016
04/05/2016
04/05/2016
04/05/2016
04/05/2016
04/05/2016
04/06/2016
04/14/2016
04/14/2016
04/14/2016
04/14/2016
04/14/2016
04/14/2016
04/14/2016
04/14/2016
04/14/2016
04/14/2016
04/14/2016
04/14/2016
04/14/2016
04/14/2016
04/14/2016
04/14/2016
04/14/2016
04/14/2016
04/14/2016
04/14/2016
04/14/2016
04/14/2016
04/14/2016
04/14/2016
04/14/2016
04/14/2016
04/14/2016
04/14/2016
04/14/2016
04/14/2016
04/14/2016
04/14/2016
04/14/2016
04/14/2016
04/14/2016
04/14/2016
04/14/2016
04/15/2016
04/15/2016
04/15/2016
04/15/2016
04/15/2016
04/15/2016
04/15/2016
04/15/2016
04/15/2016
04/15/2016
04/15/2016
04/15/2016
04/15/2016
04/15/2016

AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
PR
PR
PR
PR
PR
PR
PR
PR

RED WING SHOES
SANTA CRUZ COUNTY FARM BUREAU
SC FUELS
TELSTAR INSTRUMENTS, INC.
THE STANDARD INSURANCE COMPANY
UNITED STATES GEOLOGICAL SURVEY
WAGEWORKS
ZOOM IMAGING SOLUTIONS, INC
MARISCOS PUERTO VALLARTA
ACE HARDWARE
ACKERMAN, TYLER
AMERICAN EXPRESS COSTCO
ATCHINSON,BARISONE,CONDOTTI
AVAYA FINANCIAL SERVICES.
BALANCE HYDROLOGICS, INC
BIGHAM, SHINEHAH
CENTRAL ELECTRIC
CITY OF WATSONVILLE FINANCE DEPARTMENT
CITY OF WATSONVILLE FINANCE DEPARTMENT
ERIN McCARTHY
GRANITE CONSTRUCTION COMPANY
HYDROMETRICS WATER RESOURCES INC
KARAS TECHNICAL
KITTLESON ENVIRONMENTAL CONSULTING
LOCKWOOD, BRIAN
NORRIS ASSOCIATES WATER & WASTEWATER ENGEENIRING
PREVENTION AUTHORITY PAJARO RIVER FLOOD
PAJARO VALLEY LOCK SHOP
PG & E
RABOBANK VISA CARDMEMBER SERVICE
RDO WATER LLC
ROTARY CLUB OF FREEDOM
ROY ALSOP PUMP & DRILLING CO.
SC FUELS
SCOTTS VALLEY SPRINKLER
SHERWIN-WILLIAMS
SOIL CONTROL LAB, INC.
STAGNARO STRATEGIC MARKETING
STONE, PAUL
TAYLOR'S OFFICE CITY, INC.
THE COVELLO GROUP, INC.
TOSHIBA FINANCIAL SERVICES
WATSONVILLE BLUEPRINT
XEROX CORPORATION
ZAG TECHNICAL SERVICES, INC.
ZOOM IMAGING SOLUTIONS, INC
AFLAC- FLEX ONE
DEPT. OF CHILD SUPORT SERVICES
PERS-Fiscal Services Division Cashier Unit
PVWMA-Cafeteria Account
CALPERS
NATIONWIDE RETIREMENT SOLUTION
MARCUS MENDIOLA
MARY BANNISTER
DAVID CAVANAUGH
NANCY TREVINO
LAURA TAAY
NANCY TREVINO
TERESA DELFINO
BRIAN LOCKWOOD

4/14/2016
4/14/2016
4/14/2016
4/14/2016
4/14/2016
4/14/2016

Amount
391.48
250.00
200.91
4,477.35
455.19
32,654.02
50.00
226.93
450.00
38.97
28.75
433.90
8,042.88
224.67
7,670.32
53.25
62.62
184,307.40
715,391.88
23,195.02
225,197.50
5,735.00
866.55
4,886.03
374.33
1,250.00
28,064.57
422.08
8,146.80
1,247.12
2,705.22
144.00
12,223.22
297.78
39.11
409.84
1,350.00
630.00
750.00
238.55
49,519.00
635.47
24.74
188.52
1,650.00
19.30
793.52
388.60
16,276.84
2,000.61
3,365.22
21,546.00
1,444.23
5,031.62
92.35
450.00
400.00
150.00
100.00
2,961.13
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Check

Check Date Name

Module Clear Date

Amount

0No
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
32692
32693
32694
32695
32696
32697
32698
32699
32700
32701
32702
32703
32704
32705
32707
32708
32709
32710
32711
32712
32713
32714
32715
32716
32717
32718
32719
32720
32721
32722
32723
32724
32725
32726
32727
32728
32729
32730
0
0
0
0
0
0

04/15/2016
04/15/2016
04/15/2016
04/15/2016
04/15/2016
04/15/2016
04/15/2016
04/15/2016
04/15/2016
04/15/2016
04/15/2016
04/15/2016
04/15/2016
04/15/2016
04/15/2016
04/15/2016
04/15/2016
04/15/2016
04/15/2016
04/18/2016
04/18/2016
04/18/2016
04/18/2016
04/18/2016
04/18/2016
04/18/2016
04/18/2016
04/18/2016
04/18/2016
04/18/2016
04/28/2016
04/28/2016
04/28/2016
04/28/2016
04/28/2016
04/28/2016
04/28/2016
04/28/2016
04/28/2016
04/28/2016
04/28/2016
04/28/2016
04/28/2016
04/28/2016
04/28/2016
04/28/2016
04/28/2016
04/28/2016
04/28/2016
04/28/2016
04/28/2016
04/28/2016
04/28/2016
04/28/2016
04/29/2016
04/29/2016
04/29/2016
04/29/2016
04/29/2016
04/29/2016

PR
PR
PR
PR
PR
PR
PR
PR
PR
PR
PR
PR
PR
PR
PR
PR
PR
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP
AP

337.45
92.35
329.01
1,126.77
2,107.60
30.00
1,550.50
2,717.52
72.35
2,569.96
3,047.80
1,725.63
97.21
1,831.61
1,716.46
2,330.85
93.43
229.35
27,089.32
4,392.00
291.58
4,090.00
110.00
393.45
156.59
507.04
1,006.75
218.00
535.22
1,322.34
64.80
7,236.20
11,566.59
593.96
373.54
114.09
10,072.20
2,665.00
180.00
130.00
2,000.00
137.64
1,922.76
202.58
5,439.61
685.26
50,228.10
265.34
8.99
307.38
433.65
455.19
50.00
10,113.75
355.33
1,545.00
6,325.62
1,042.96
1,682.61
194.30

TYLER ACKERMAN
ROSEMARIE IMAZIO
BRIAN LOCKWOOD
LAURA TAAY
LEONARD VILLANUEVA
MARIA LIZAOLA
MARIA LIZAOLA
JESUS MARTINEZ
RICHARD PERSOFF
SHINEHAH BIGHAM
TERESA DELFINO
NANCY TREVINO
PAUL FAUROT
ROCIO GUERRERO
CASEY MEUSEL
DAVID PARRA
DWIGHT LYNN
STATE OF CALIFORNIA
ACWA/JPIA
ACWA/JPIA WORKERS COMP
FEDERAL EXPRESS, INC.
MONTEREY BAY ANALYTICAL SERVIC
NGWA THE GROUNDWATER ASSOC.
PG & E
RED WING SHOES
STAPLES CREDIT PLAN
THE HOME DEPOT
VAN LANEN SHOE STORE, INC
VERIZON WIRELESS
ZAMORA, JAVIER
ACKERMAN, TYLER
CBEC, INC
CH2MHILL
CHARTER BUSINESS COMMUNICATIONS
CHASE
CITY OF WATSONVILLE UTILITIES
GUTIERREZ CONSULTANTS, INC.
MONTEREY BAY ANALYTICAL SERVIC
MONTEREY BAY PROFESSIONAL LANDSCAPE
MONTEREY COUNTY ASSESSOR
NHA ADVISORS
ORCHARD SUPPLY HARDWARE
PAJARO VALLEY PRINTING
PETTY CASH
PG & E
PVI PAJARO VALLEY IRRIGATION, INC.
RESOURCE CONSERVATION SANTA CRUZ COUNTY RCA
SC FUELS
SCOTTS VALLEY SPRINKLER
SHERWIN-WILLIAMS
TELSTAR INSTRUMENTS, INC.
THE STANDARD INSURANCE COMPANY
WAGEWORKS
WESTERN WEATHER
AFLAC- FLEX ONE
NATIONWIDE RETIREMENT SOLUTION
PERS-Fiscal Services Division Cashier Unit
PVWMA-Cafeteria Account
CALPERS
DEPT. OF CHILD SUPORT SERVICES

4/28/2016
4/28/2016
4/28/2016
4/28/2016
4/28/2016
4/28/2016
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Check

Check Date Name

Module Clear Date

Amount

0No
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
32706

04/29/2016
04/29/2016
04/29/2016
04/29/2016
04/29/2016
04/29/2016
04/29/2016
04/29/2016
04/29/2016
04/29/2016
04/29/2016
04/29/2016
04/29/2016
04/29/2016
04/29/2016
04/29/2016
04/29/2016
04/29/2016
04/29/2016
04/29/2016
04/29/2016
04/29/2016
04/29/2016
04/29/2016
04/29/2016
04/29/2016
04/29/2016
04/29/2016

AP
PR
PR
PR
PR
PR
PR
PR
PR
PR
PR
PR
PR
PR
PR
PR
PR
PR
PR
PR
PR
PR
PR
PR
PR
PR
PR
PR

4,396.00
1,444.23
3,947.30
92.35
450.00
400.00
150.00
100.00
2,961.13
430.77
92.35
329.01
1,487.95
2,107.59
30.00
1,550.51
3,165.56
91.79
2,569.96
3,047.79
1,725.64
92.35
97.21
1,831.61
1,716.46
92.35
1,992.50
99.91

PERS-Fiscal Services Division Cashier Unit
MARCUS MENDIOLA
MARY BANNISTER
DAVID CAVANAUGH
NANCY TREVINO
LAURA TAAY
NANCY TREVINO
TERESA DELFINO
BRIAN LOCKWOOD
TYLER ACKERMAN
ROSEMARIE IMAZIO
BRIAN LOCKWOOD
LAURA TAAY
LEONARD VILLANUEVA
MARIA LIZAOLA
MARIA LIZAOLA
JESUS MARTINEZ
RICHARD PERSOFF
SHINEHAH BIGHAM
TERESA DELFINO
NANCY TREVINO
JAVIER ZAMORA
PAUL FAUROT
ROCIO GUERRERO
CASEY MEUSEL
AMY NEWELL
DAVID PARRA
DWIGHT LYNN

4/28/2016

Total: 1,653,389.56
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User: Nancy
PE:01-09 FY2015-16

PAJARO VALLEY WATER MANAGEMENT AGENCY
PRELIMINARY BUDGET vs. ACTUAL
2015-16FY as of 3/31/16
Description
Revenue
MANAGEMENT FEES
AUGMENTATION CHARGES
DELIVERED WATER SALES
GRANTS & LOANS
INVESTMENT INCOME
OTHER REVENUE
Revenue Total

2015
One Year Prior Actual

2016
Budget

2016 YTD
End Bal

Remaining YTD Budget
(Over) Under
Variance
% Var

$
$
$
$
$
$
$

383,634.00
6,561,186.58
1,029,329.72
117,720.11
43,568.22
93,913.98
8,229,352.61

$
$
$
$
$
$
$

383,634.00
10,065,230.00
1,670,400.00
1,230,000.00
20,000.00
10,000.00
13,379,264.00

$
$
$
$
$
$
$

383,938.00
6,988,103.52
1,163,920.80
27,503.78
28,980.98
33,825.51
8,626,272.59

$
$
$
$
$
$
$

(304.00)
3,077,126.48
506,479.20
1,202,496.22
(8,980.98)
(23,825.51)
4,752,991.41

-0.08%
30.57%
30.32%
97.76%
-44.90%
-238.26%
35.53%

$
$
$
$
$
$
$
$
$

1,122,876.16
22,292.13
808,447.57
7,790.73
871,638.68
1,367,610.57
971,463.36
203.62
5,172,322.82

$
$
$
$
$
$
$
$
$

1,726,799.00
62,000.00
1,596,626.00
19,950.00
7,116,600.00
2,866,500.00
3,984,699.00
17,373,174.00

$
$
$
$
$
$
$
$
$

1,205,144.57
19,836.79
749,575.15
5,856.50
2,332,710.89
1,258,627.01
3,268,968.69
1,490.37
8,842,209.97

$
$
$
$
$
$
$
$
$

521,654.43
42,163.21
847,050.85
14,093.50
4,783,889.11
1,607,872.99
715,730.31
(1,490.37)
8,530,964.03

30.21%
68.01%
53.05%
70.64%
67.22%
56.09%
17.96%

Expenditures
SALARIES & WAGES
STAFF DEVELOPMENT
OPERATING
MAINTENANCE
CAPITAL ASSETS
PROJECT O&M
FINANCING & DEBT SERVICES
SPECIAL ITEMS
Expenditures Total

3,057,029.79
REVENUES IN EXCESS (DEFICIT) OF EXPENDITURES
PRIOR YEAR CARRYOVER
NET REVENUES IN EXCESS (DEFICIT) OF EXPENDITURES

(3,993,910.00)

(215,937.38)

3,993,910.00
0.00

(215,937.38)

F:\ADMIN\Accounting\GLInfo\BudgetvsActual\FY2015-16\March16
Prepared by: Ntrevino
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3,993,910.00

49.10%

100%

MEMORANDUM

DATE:
MEETING OF:
TO:
FROM:
RE:

May 12, 2016
May 18, 2016
Board of Directors
General Manager
CONSENT AGENDA ITEM 8C: Consider Approval of Resolution
2016-10 Updating the Cash Reserve Policy for 2016-2017

BACKGROUND
In July 2013, the Agency adopted its Cash Reserve Policy (Resolution 2013-05) starting with a
minimal reserve and building over a five year period. It was recommended that reserves be built
up gradually as funds become available, while maintaining an appropriate level of services for
agency functions such as project operations, basin management and monitoring and
administration.
DISCUSSION
Establishment of formal policies to ensure appropriate financial margins for operating,
maintenance, and debt service needs is identified by analysts as a management practice that
constitutes a positive credit factor.
The Cash Reserve Policy states that it will be reviewed annually at budget time to evaluate if
funding levels are sufficient and prudent. On May 11, 2016, the Administrative/Finance
Committee reviewed the Cash Reserve Policy and recommended board approval of the aggregate
total of 4.62 million.
FISCAL IMPACT
This action will categorize funds as reserved for the identified purposes.
STAFF RECOMMENDATION
That the Board approve Resolution 2016-10, updating our Cash Reserve Policy.
ATTACHMENTS
Resolution 2016-10 Cash Reserve Policy Update
 Cash Reserve Policy
 Exhibit A
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Pajaro Valley Water Management Agency
Cash Reserve Policy
Approved by Board of Directors 7-22-15

Introduction
The Pajaro Valley Water Management Agency (PVWMA or the Agency) Cash Reserve Policy establishes
general guidelines on cash reserves that will help to ensure the Agency’s long-term financial and
operational stability. In this capacity, the Cash Reserve Policy articulates a comprehensive set of reserves
that seek to mitigate operational, capital, and debt service risks PVWMA may encounter.
The Cash Reserve Policy is being established in the context of PVWMA’s current and expected capital
improvement program and borrowings associated with the Basin Management Plan (BMP). Since reserve
targets are based on certain assumptions and estimated costs and risks for PVWMA, the Cash Reserve
Policy and established reserve levels will be reviewed annually or more often if there is a material change
in the risk exposures to PVWMA. It is noted that the Cash Reserve Policy is established to provide general
guidelines for fiscally responsible cash management. The Cash Reserve Policy is not intended to set strict
limits that must be adhered to in a vacuum, nor is it intended to be all-inclusive in the sense that there
remain a variety of factors outside the purview of the policy that could materially impact PVWMA’s financial
condition. Certain risks and risk probabilities have been considered to be sufficiently remote or to require
a scale of reserves that would be prohibitive as compared to the probability of such an outcome, and this
policy does not purport to address such risks. Instead, these guidelines are intended to serve as a
management decision-making tool in planning for and evaluating activities or transactions that could have
a significant impact on the level of cash on hand.

Categories of Cash Reserves
The Cash Reserve Policy recommends the creation of four separate reserve funds:





Operation & Maintenance Reserve
Repair & Replacement Reserve
Debt Service Reserve
Rate Stabilization Reserve

Summary of Recommended Reserve Levels
Reserve Category

Recommended
Start at 30 days of expenditures and
build to 180 days
Start at 10% Annual Depreciation and
build to 25 %
20% for Debt Service obligation
that do not have their own reserve
As determined annually by Board

Operation & Maintenance Reserve
Repair & Replacement Reserve
Debt Service Reserve
Rate Stabilization Reserve

Each reserve is summarized below with an explanation as to the methodology that was used to size each
reserve.
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Operation & Maintenance Reserve
Purpose
The purpose of the Operation & Maintenance Reserve is to provide greater stability in annual operations
even under unforeseen and changing circumstances as relates to both revenues and expenses. Utilities
such as PVWMA are subject to a broad array of risks, which may vary from small, temporary disruptions of
business to substantial events. The intent of the Cash Reserve Policy is to set an overall reserve level that
is reasonable, defensible and consistent with the aggregate risk profile that PVWMA faces in effectively
managing water supplies in the Pajaro Valley.

Methodology
Many water utilities, which generally operate on a monthly billing cycle, maintain operating reserves at a
level of 60 to 180 days of operating expenses. Typically it is utilities in the most stable operating
environments that are able to manage with reserves on the smaller end of this range, while many agencies
with significant annual volatility in revenues or expenditures or those undergoing significant expansion have
substantially larger operating reserves.

Operation & Maintenance Reserve Policy
PVWMA will maintain an Operation & Maintenance Reserve equal to 30 days of operating expenses and
build to 180 days over a 5 year period.
See Exhibit A.

Repair & Replacement Reserve
Purpose
PVWMA’s BMP is made up of projects that will increase water supply to the Pajaro Valley and significantly
expand PVWMA’s existing infrastructure. The purpose of the Repair & Replacement Reserve is to fund the
unplanned repair or replacement of capital assets and to allow PVWMA to absorb fluctuations in the capital
plan without an immediate rate impact to customers.

Methodology
Given the significant capital improvements in which the Agency has invested over the past several years
and the sizeable capital plans associated with implementation of the BMP, the creation of a Repair &
Replacement Reserve to ensure the availability of funds to respond to unexpected needs is prudent. `

Repair and Replacement Reserve Policy

PVWMA will maintain a 10% Annual Depreciation reserve and increase to 25% over a 5 year
period. See Exhibit A.

Debt Service Reserve
Purpose
The purpose of the Debt Service Reserve is to provide PVWMA with funds dedicated to paying the Agency’s
debt service obligations in the event of a significant, unexpected decrease in operating revenue during
which operating funds may be insufficient to meet such obligations.
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Methodology
Typical municipal bond covenants require the establishment of a debt service reserve fund in an amount
equal to maximum or average annual debt service on the bonds. It would be prudent for PVWMA to set
aside reserves in connection with its debt as these loans are significant.

Debt Service Reserve Policy
PVWMA will maintain a debt service reserve to be funded at level equal to 20% for Debt Service obligation
that do not have their own reserve.
See Exhibit A.

Rate Stabilization Fund
Purpose
The Rate Stabilization Fund is established to provide short-term rate stability in case of an unexpected drop
in revenue or increase in expenses. Among other things, the rate stabilization reserve affords PVWMA
with added flexibility in meeting its financial covenants to bondholders in the event of a financial shock to
the Agency resulting from disaster or unforeseen financial circumstances.

Methodology
Unlike other reserves, the rate stabilization reserve is typically not a percentage or ratio, but rather a fixed
amount. The funding of such a reserve is highly dependent upon the expected variability in PVWMA’s
revenue stream, budgeted expenditures, political matters, legal matters and the level of total annual debt
service, among other factors.

Rate Stabilization Fund Policy
PVWMA will maintain a rate stabilization fund reserve as determined by management and the board.
See Exhibit A.

Annual Review Process
PVWMA plans to review and reevaluate the reserve funding levels annually. Since reserve targets are
based on certain estimates, assumptions, and risk probabilities, the Cash Reserve Policy will be revisited
more frequently if there is a change in PVWMA’s operations, capital program, or debt service obligations
that would warrant review of these policies.
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Pajaro Valley Water Management Agency
Cash Reserve Policy
Exhibit "A"
Presented to Board of Directors 5‐18‐16

Operations & Maintenance Reserve
Projected Operating Expenditures ($MM)
Projected Reserve Amount ($KK)

FY 13/14
5.79
482

FY 14/15
7.27
1,212

FY 15/16 FY 16/17
5.98
6.81
1,496
2,837

Repair & Replacement Reserve
Projected Annual Depreciation ($MM)
Projected Reserve Amount ($KK)

FY 13/14
2.4
242

FY 14/15
2.419
363

FY 15/16 FY 16/17
2.495
2.5
499
625

Debt Service Reserve
Projected Debt Service Payments ($MM)
Restricted Funds for Debt Covenants ($KK)
Projected Reserve Amount ($KK)

FY 13/14
4.21
754.2
691

FY 14/15
4.24
754.2
697

FY 15/16 FY 16/17
3.98
3.55
251.9
251.9
747
661

Rate Stabilization
Projected Reserve Amount ($KK)

FY 13/14

FY 14/15
500

FY 15/16 FY 16/17
500
500

Total Cash Reserve ($MM)

1.42
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3.24

4.62

MEMORANDUM

DATE:
MEETING OF:
TO:
FROM:
RE:

May 12, 2016
May 18, 2016
Board of Directors
General Manager
CONSENT AGENDA ITEM 8D: Consider Approval of Agreement with
Bartlett, Pringle & Wolf for Audit Services for Fiscal Year ending June 30, 2016
in the amount of $28,000

BACKGROUND
Bartlett, Pringle & Wolf, LLP conducted the Agency’s annual audit for the fiscal year ending June 30,
2015. Bartlett, Pringle & Wolf, LLP will conduct an audit of the Agency’s financial statements as of and
for the year ending June 30, 2016. In addition to the Agency’s financial statements, Bartlett, Pringle &
Wolf, LLP will also issue the following reports or types of reports:


Report on internal control related to the financial statements and major programs. The report will
describe the scope of testing of internal control and results of their testing of internal control.



Report on compliance with laws, regulations, and the provision of contract or grant agreements.
Bartlett, Pringle & Wolf will report on any noncompliance which could have a material effect on
the financial statements and any noncompliance which could have a direct and material effect on
each major group.

FISCAL IMPACT
June 2016 audit cost of $28,000 as indicated in engagement letter.
RECOMMENDATION
That the Board approve Agreement with Bartlett, Pringle & Wolf for Audit Services for FY ending June
30, 2016, and direct staff to engage their services as recommended by the Administrative Finance
Committee at their May 11, 2016 meeting.
ATTACHMENT
 May 6, 2016 Engagement letter from Bartlett, Pringle & Wolf
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MEMORANDUM
DATE:
MEETING OF:
TO:
FROM:
RE:

May 12, 2016
May 18, 2016
Board of Directors
General Manager
INFORMATIONAL ITEM 9A: Capital Projects Planning, Funding and
Construction Update

BACKGROUND
Staff prepares the following update on a monthly basis with the intent of keeping the Board and public
up-to-date with respect to capital projects and planning. To make the most current updates more visible,
without taking information out of this update, a “New Since Last Month” section appears at the
beginning of the memo.
NEW SINCE LAST MONTH
- State Revolving Fund (SRF) financial assistance application
o As reported last month, the draft initial agreement has been reviewed, signed and sent
back to the State. In addition, a revised agreement with the City of Watsonville regarding
the Recycled Water Facility was approved via resolution by the City Council on April 26,
2016. Staff is waiting for the State to send the final agreement.
- Recycled Water Storage and Distribution Pump Improvements Project.
o Construction is underway. Initial excavation of the tank site is compete and the
contractor is driving sheet piles prior to commencing deeper excavation activities.
o Several rounds of Worker Environmental Awareness Training have been conducted.
o Nesting birds (Killdeer) are being monitored by biologists who report the birds appear to
be doing well. As of May 11th the eggs in the nest have not hatched.
o Weekly construction meetings are taking place.
- Blend Well Pipeline Improvements Project
o Staff is waiting for the State Water Resources Control Board to issue the Notice of
Termination for this project, at which point staff will issue the Notice of Completion
(NOC) to the contractor. The NOC was approved by the Board during the April 20, 2016
meeting.
- K1 Pipeline Project
o Construction is ~90% complete as of May 12th, and the contractor is planning to connect
the K1 pipeline into the existing CDS either on May 12th or 13th. The k1 pipeline is
scheduled to undergo pressure testing the week of May 16th.
o Staff are attending bi-weekly construction meetings to track progress.
o The project is anticipated to be completed by the end of this month.
INTRODUCTION
The water resources of the Pajaro Valley are at risk due to long-term groundwater overdraft. Declining
groundwater levels have caused seawater to flow into the freshwater aquifers underlying the valley. To
balance the basin and stop seawater intrusion, the Agency has developed a Basin Management Plan
(BMP) and implemented several water supply projects that include a Recycled Water Facility, a
Managed Aquifer Recharge and Recovery Facility, Blend Wells, a connection to the City of
Watsonville’s potable water system, and over 20 miles of conveyance pipeline called the Coastal
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Distribution System (CDS). As documented through the Agency’s existing monitoring network, these
facilities have made significant progress towards stopping seawater intrusion and groundwater overdraft
by reducing the volume of groundwater production through the use of a supplemental irrigation supply
and enhanced conservation measures. However, more work needs to be done to balance the basin and
stop seawater intrusion. The BMP identified the new projects and programs needed to solve the problem
and accomplish the basin management goals. This memo summarizes the status of BMP projects
currently under implementation.
DISCUSSION
Staff and consultants are currently in the construction phase for three capital projects:
1) Recycled water storage and distribution pump improvements;
2) Blend well pipeline improvement project that will improve delivered water reliability and
quality;
3) K-1 pipeline project to serve approximately 180 irrigated acres of ag land impacted by seawater
intrusion in the Bluff Road area of Northern Monterey County; and
1) Recycled Water Storage and Distribution Pump Improvements
Additional storage at the Recycled Water Facility will allow the agency to treat and distribute up to
approximately 750 acre-feet more recycled water per year than is currently being delivered. Two
storage tanks have been designed: 1.5 million gallon capacity and 0.5 million gallon capacity. This
storage will allow staff to treat night-time flows and then deliver the water during the day. New
distribution pumps will allow operators to meet customer demand on the Coastal Distribution System
more efficiently, saving power and money. Construction of both tanks and new distribution pumps is
estimated to cost $7.2 million and will be funded in part by a Proposition 84 grant and a State Revolving
Fund (SRF) low interest financial agreement. Staff recommend constructing the 1.5 million gallon tank
and new distribution pumps prior to constructing the 0.5 million gallon tank. The construction cost of
the 1.5 million gallon tank and necessary pump station improvements is estimated to cost $4.3 million.
A summary of the engineering and environmental status for this component of the project follows.
-

-

Engineering Update:
o Design for this project is proceeding on schedule
o 100 % Plans and Specifications: Received on February 10, 2015
o Constructability / Bidability review completed the Covello Group
o Bid Process:
 Advertise for Bids: August 3, 2015 to September 22, 2015
 Mandatory pre-bid meeting: August 17, 2015
 Bid opening on September 22, 2015 (three lowest bids below)
 Anderson Pacific Engineering Construction, Inc. – $4,775,200
 RGW Construction – $6,281,200
 McGuire & Hester – $6,679,000
o Board Review and Consideration of Construction Contract
 On September 30, 2015 the Board approved Resolution 2015-26 Awarding a
Contract to Anderson Pacific Engineering Construction, Inc. for Construction of
the Recycled Water Storage and Pump Station Improvements Project
 Construction Complete: by April 2017
Environmental Update:
o Work is complete. The Board adopted Resolution 2015-10 Adopting CEQA Addendum
for Recycled Water Storage and Distribution Pump Station Improvements
o PVWMA has received a dated and stamped copy of the Notice of Determination from the
State Clearinghouse.
47 of 244

-

-

o Rare plant survey is complete.
o Nesting birds are being monitored.
Funding Update:
o This project received $900,000 of funding through the Proposition 84 Integrated Regional
Water Management Round 2 Implementation Grant.
o This project is part of the SRF Funding package that also includes treatment
improvements such as additional filtration and disinfection. The SRF Package is in
development and a funding agreement may be ready for board consideration this fall,
pending the State’s review.
Construction Update
o Notice to Proceed issued March 18, 2016.
o Excavation and sheet piling at the tank site is underway.

2) Blend Well Pipeline Improvement Project
The Blend Well Pipeline Improvements will allow the Agency to supply water from its supplemental
wells to the main 42-inch diameter recycled water distribution pipeline through a new 2,800 linear foot
pipeline, improving system reliability by reducing the dependence on the potable blend water from the
City of Watsonville while improving delivered water quality system-wide. The engineers estimate for
construction costs of the Blend Well Pipeline Improvement project is $1 million. The project will be
funded in part from an Emergency Drought Grant. To qualify for the grant, the Agency must award a
construction contract by June 1, 2015 (this has been pushed back from April 1 due to an extension
granted by DWR).
-

-

-

Engineering Update
o Design was completed in February 2015.
o Bid Process
 Advertise for Bids: March 30, 2015 to April 29, 2015
 Mandatory pre-bid meeting on April 14, 2015
 Bid opening on April 29, 2015 (three lowest bids below)
 Low Bid: Specialty Construction, Inc. – $841,400
 Ranger Pipelines – $1,021,500
 Anderson Pacific – $1,065,750
o Board Review and Consideration of Construction Contract
 On May 20, 2015, the Board approved Resolution 2015-13 (CEQA Addendum),
and Resolution 2015-14 (award of contract to Specialty Construction).
o Construction Complete no later than February 2016.
Environmental Update:
o Staff received copies of the final CEQA Addendum, Biological Resources Report,
Cultural Resources Report, and all supporting files on April 10, 2015.
o A signed Notice of Determination was delivered to the Santa Cruz County Clerk’s Office
the week of April 13, 2015.
o Pre-construction nesting bird and special-status species survey complete, received on
August 12, 2015
o All necessary personnel have received Worker Environmental Awareness Training.
Legal Update:
o As of October 16, 2015 all easements have been recorded.
Funding Update:
o This project is part of the $1.8 million Integrated Regional Water Management Plan
Emergency Drought Emergency Grant package.
Construction Update
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o Pre-construction meeting occurred on July 30, and included Worker Environmental
Awareness Training, and discussions regarding Labor Compliance and Project Schedule.
o Bi-weekly project conference calls initiated on August 12, 2015.
o Weekly construction meetings initiated on September 30, 2015
o Construction is now complete, and the Board approved a Notice of Completion on April
20th, 2016, which will be issued once the State Water Resources Control Board issues a
Notice of Termination.
3) K1 Pipeline Project
The K1 Pipeline Project includes approximately 6,800 linear feet of new distribution pipeline to provide
supplemental water to about 180 irrigated acres of prime farmland in the Bluff Road area of Northern
Monterey County. This area is significantly impacted by seawater intrusion, and farming operations are
suffering as a result. The estimated construction cost of the K1 Pipeline Project is $2.7 million and will
be funded in part from an IRWM Emergency Drought Grant. It is anticipated that it will take 3 to 5
months to construct.
-

-

-

Engineering Update:
o Complete (100 %) Plans and Specifications delivered on April 17, 2015
o Bid Process
 Advertise for Bids: May 11, 2015 to June 5, 2015
 Mandatory pre-bid meeting on May 27, 2015
 Bid opening on June 10, 2015 (three lowest bids below)
 Low Bid: Granite Construction – $1,481,686
 Specialty Construction, Inc. – $1,753,838
 Garney Construction – $1,916,535
o Board Review and Consideration of Construction Contract
 On July 22, 2015, the Board approved Resolution 2015-21 (CEQA Addendum),
and Resolution 2015-22 (award of contract to Granite Construction).
o Notice to Proceed issued on September 18, 2015.
o Construction Complete: June 2016
Environmental Update:
o Staff received copies of the final CEQA Addendum, Biological Resources Report,
Cultural Resources Report, and all supporting files on June 15, 2015.
o Rare Plant Survey is complete, received on August 13, 2015.
Legal Update:
o As of October 16, 2015 all easements have been recorded.
Funding Update:
o This project is part of the $1.8 million Integrated Regional Water Management Plan
Emergency Drought Emergency Grant package.
Construction Update
o Construction progress meetings initiated on September 29, 2015
o Granite Construction mobilized equipment the week of November 30, 2015
o Construction is underway, although it has been slowed due to rain delays.
o The pipeline is in the ground, and pressure testing is scheduled for the week of May 16th.
o Construction is anticipated to be complete by June 2016

ATTACHMENTS
 None
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MEMORANDUM
DATE:
MEETING OF:
TO:
FROM:
RE:

May 12, 2016
May 18, 2016
Board of Directors
General Manager
INFORMATIONAL ITEM 9B: Update on Salt and Nutrient Management Plan
Development

BACKGROUND
In February 2009, the State Water Resources Control Board (State Water Board) adopted the Recycled Water
Policy (Policy). The Preamble to the Policy states the following adopted goals for the State of California:





Increase the use of recycled water over 2002 levels by at least one million acre-feet per year (afy) by
2020 and by at least two million afy by 2030.
Increase the use of storm water over use in 2007 by at least 500,000 afy by 2020 and by at least one
million afy by 2030.
Increase the amount of water conserved in urban and industrial uses by comparison to 2007 by at least
20% by 2020.
The substitution of as much recycled water for potable water as possible by 2030.

The Policy, in addition to mandating the “Use of Recycled Water” and addressing the “Roles of the State Water
Board, Regional Water Boards, CA Department of Public Health, and the CA Department of Water Resources,”
requires that every “basin/sub-basin in California” prepare Salt and Nutrient Management Plans (Plan). The intent
of the Policy is that “salts and nutrients from all sources be managed on a basin-wide or watershed-wide basis in a
manner that ensures attainment of water quality objectives and protection of beneficial uses.”
Under State Water Board mandate, it is the responsibility of the PVWMA to develop a Salt & Nutrient
Management Plan for the Pajaro Valley Groundwater Basin and submit it to the Central Coast Regional Water
Quality Control Board. A list of suggested and required elements of the Plan provided by the State Water Board
is attached.
DISCUSSION
In 2011 staff worked to develop an approach to accomplish this work in an efficient and cost effective manner. It
was decided at that time to facilitate stakeholder meetings intended to guide the process, and develop the Plan
using staff resources in conjunction with a team of local consultants familiar with the Pajaro Valley Groundwater
Basin. The consultants selected to work on this project include 2nd Nature, an ecosystem science and design firm
specializing in aquatic resources and located in Santa Cruz, CA, and consulting agronomist Belinda Platts, who
has spent her career working on agronomic issues.
Stakeholder input has been driving the development of the Plan. The agency has hosted three stakeholder
workshops to present information and receive direction. At the first workshop on July 17, 2012, stakeholders
were provided information on why the development of the Plan is necessary and were asked to provide input on
the approach to developing the Plan, along with providing input on any concerns related to Plan development.
During the second workshop on March 28, 2013, staff and consultants presented results of data analysis efforts
and discussed/received input from stakeholders on the approach for developing salt and nutrient loading estimates
as well as assimilative capacity analysis and the development of goals and objectives. During third workshop,
held on July 2, 2015, staff and consultants presented a summary of ongoing Plan development activities including
results of assimilative capacity analyses, salt and nutrient loading analyses, goals and objectives, and held a
discussion concerning how to proceed with respect to the anti-degradation policy.
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A public review draft of the complete Salt and Nutrient Management Plan will be available the week of May 16th.
A stakeholder workshop is scheduled for June 10, 2016 beginning at 10 AM at the Water Resources Center
located at 500 Clearwater Lane. The public review draft along with a link to submit comments online will be
available on the Salt and Nutrient Management Plan webpage: http://pvwater.org/board-and-committees/saltnutrient.php. Agendas, minutes, and presentations from each stakeholder workshop are available at that site as
well.
FISCAL IMPACT
This is an informational update only.
STAFF RECOMMENDATION
The Board receives the informational presentation. No action is necessary at this time.
ATTACHMENTS:
 Recommended and required elements of a Salt and Nutrient Management Plan
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DRAFT
SALT/NUTRIENT MANAGEMENT PLANS
— SUGGESTED ELEMENTS —

I. BACKGROUND
• Purpose
• Protection of Beneficial Use
• Sustainability of Water Resources
• Problem Statement
• Salt/Nutrient Management Objectives
• Regulatory Framework
• Groundwater Beneficial Uses
• Stakeholder Roles and Responsibilities
• Process to Develop Salt/Nutrient Management Plan
II. GROUNDWATER BASIN CHARATERISTICS
1. GROUNDWATER BASIN OVERVIEW
• Physiographic Description
• Groundwater Basin and/or Sub-Basin Boundaries
• Watershed Boundaries
• Geology
• Hydrogeology/Hydrology
• Aquifers
• Recharge Areas
• Hydrologic Areas Tributary to the Groundwater Basin
• Climate
• Land Cover and Land Use
• Water Sources
2. GROUNDWATER INVENTORY
• Groundwater Levels
• Historical, Existing, Regional Changes
• Groundwater Storage
• Historical, Existing, Changes
• Groundwater Production
• Historical, Existing, Spatial and Temporal Changes, Safe Yield
• Groundwater Mixing and Movement
• Subsurface Inflow/Outflow
• Horizontal and Vertical Movement and Mixing
3. BASIN WATER QUALITY
• Groundwater Quality
• Background, Historical, Existing
• Water Quality Objectives
• Surface Water Quality
• Delivered Water Quality
• Imported Water Quality
• Recycled Water Quality

Bold = Required by the Recycled Water Policy
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DRAFT
SALT/NUTRIENT MANAGEMENT PLANS
— SUGGESTED ELEMENTS —
III. BASIN EVALUATION
1. WATER BALANCE
• Conceptual Model
• Basin Inflow/Outflow
• Groundwater, Surface Water, Imported Water, Water Transfers, Recycled
Water Irrigation, Waste Water Discharges, Agricultural Runoff,
Stormwater Runoff (Urban, Agriculture, Open Space), Precipitation
• Infiltration, Evaporation, Evapotranspiration, Recharge, Surface Water
and Groundwater Connectivity
2. SALT AND NUTRIENT BALANCE
• Conceptual Model
• Salt and Nutrient Source Identification
• Salt and Nutrient Loading Estimates
• Historical, Existing, Projected
• Import/Export
• Basin/Sub-Basin Assimilative Capacity for Salt and Nutrients
• Fate and Transport of Salt and Nutrients
3. CONSTITUENTS OF EMERGING CONCERNS (CECs)*
* - Requirements for monitoring CECs will be determined following State Water
Board review of the CEC Advisory Panel’s report due in June 2010.
• Constituents
• CEC Source Identification
4. PROJECTED WATER QUALITY
IV. SALT AND NUTRIENT MANAGEMENT STRATEGIES
• Load Reduction Goals
• Future Land Development and Use
• Salt/Nutrient Management Options
• Salt/Nutrient Management Strategies and Modeling
• Management Strategy Model Results
• Feasibility
• Cost
V. BASIN MANAGEMENT PLAN ELEMENTS
1. GROUNDWATER MANAGEMENT GOALS
• Groundwater Management Goals
• Recycled Water and Stormwater Use/Recharge Goals and Objectives
2. BASIN MONITORING PROGRAMS
• Identify Responsible Stakeholder(s) Implementing the Monitoring
• Monitoring Program Goals
• Sampling Locations
• Water Quality Parameters
• Sampling Frequency
• Quality Assurance/Quality Control
• Database Management
Bold = Required by the Recycled Water Policy
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DRAFT
SALT/NUTRIENT MANAGEMENT PLANS
— SUGGESTED ELEMENTS —
•
•
•
•

•
•
•
•
•
•
•

Data Analysis and Reporting
Groundwater Level Monitoring
Basin Water Quality Monitoring
Groundwater Quality Monitoring
• Areas of Surface Water and Groundwater Connectivity
• Areas of Large Recycled Water Projects
• Recycled Water Recharge Areas
Surface Water Quality Monitoring
Stormwater Monitoring
Wastewater Discharge Monitoring
Recycled Water Quality Monitoring
Salt and Nutrient Source Loading Monitoring
Other Constituents of Concern
Water Balance Monitoring
• Climatological Monitoring
• Surface Water Flow Monitoring
• Groundwater Production Monitoring

3. SALT AND NUTRIENT LOAD ALLOCATIONS
VI. CEQA ANALYSIS
VII. ANTIDEGRADATION ANALYSIS
VIII. PLAN IMPLEMENTATION
1. SALT AND NUTRIENT MANAGEMENT PROGRAM
• Organizational Structure
• Stakeholder Responsibilities
• Implementation Measures to Manage Salt and Nutrient Loading
• Salt/Nutrient Management
• Water Supply Quality
• Regulations of Salt/Nutrients
• Load Allocations
• Salt and Nutrient Source Control
• CEC Source Control
• Site Specific Requirements
• Groundwater Resource Protection
• Additional Studies
2. PERIODIC REVIEW OF SALT/NUTRIENT MANAGEMENT PLAN
• Adaptive Management Plan
• Performance Measures
• Performance Evaluation
3. COST ANALYSIS
• CWC § 13141, “…prior to implementation of any agricultural water quality
control program, an estimate of the total cost of such a program, together
with an identification of potential sources of funding, shall be indicated in
any regional water quality control plan.”
4. IMPLEMENTATION SCHEDULE
Bold = Required by the Recycled Water Policy
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DRAFT
SALT/NUTRIENT MANAGEMENT PLANS
— SUGGESTED ELEMENTS —
5. PUBLIC HEARING AND ADOPTION

Bold = Required by the Recycled Water Policy

Page 4 of 4
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MEMORANDUM
DATE:
MEETING OF:
TO:
FROM:
RE:

May 9, 2016
May 18, 2016
Board of Directors
General Manager
DISCUSSION/ACTION ITEM 10A: Consider Approval of Resolution 2016-11
Approving the issuance and sale of water revenue bonds to refinance outstanding
obligations and approving related documents and actions

BACKGROUND
The City of Watsonville (“City”) issued $27,345,000 of Water Revenue Bonds in 2007 (“2007 Bonds”)
on behalf of the Pajaro Valley Water Management Agency (“Agency”) to fund treatment facility
improvements allowing the Agency to deliver recycled water to agricultural users in the valley. As part
of the City’s agreement with the Agency, the Agency has been making interest payments (no principal
has matured as of May 1, 2016) on the 2007 Bonds since 2008. In addition, the City has charged the
Agency an administrative reimbursement of 0.50% based on the outstanding principal of the 2007
Bonds.
A portion of the treatment facility received grant funds which will serve as reimbursement for
expenditures from the 2007 Bonds. The City currently holds approximately $11,537,000.
The Agency developed a financing plan in 2014 that anticipated funding additional capital projects,
refinancing existing obligations and refinancing the Agency’s reimbursement obligations to the City by
issuing refunding bonds. These purposes were included in the water rate study and new rate and fee
structure approved in early 2015. To date, the Agency has prepaid a portion of its existing obligations,
received additional State and Federal grants and loans. It is anticipated that the Bureau grant funds
(~$11,537,000) currently on hand with the City will be applied towards the redemption of the 2007
Bonds, reducing the amount of the Agency’s reimbursement obligations owed to the City.
DISCUSSION
The 2007 Bonds are the direct obligation of the City’s water enterprise fund with a separate agreement
between the City and Agency to own and operate the treatment facility. This agreement also includes
the obligation of the Agency to reimburse the City for project cost by making payments to the City equal
to the debt service on the 2007 Bonds. As part of the 2016 financing, the Agency will deliver funds to
the City’s trustee (U.S. Bank) to be applied towards the redemption of the 2007 Bonds. With the
delivery of the Agency funds, the Agency’s reimbursement obligations under the agreement will be
satisfied in full.
The documents to be approved under Resolution 2016-11 are described below. All documents are being
approved as to form and will be finalized following the successful pricing of the bonds in June.
• Indenture of Trust: This agreement is between the Agency and The Bank of New York Mellon
Trust Company, as trustee, and provides for the terms and conditions of the bonds.
• Preliminary Official Statement: The Preliminary Official Statement is used by the Underwriter
to provide information about the bonds to prospective and actual investors. It has been reviewed
and approved for transmittal to the Board by the Agency’s financing team. The Preliminary
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Official Statement is a securities offering document subject to the federal securities laws, which
require the Preliminary Official Statement to include all facts that would be material to an
investor.
• Bond Purchase Agreement: This agreement provides for the sale of the bonds to Hilltop
Securities (which is the same firm that, under a former name, underwrite the Agency’s 2015
refunding bonds); includes representations and warranties made by the Agency; and specifies the
conditions to the Underwriter’s obligation to accept delivery of the bonds on the closing date.
City and Agency staff are also currently working on amendments to the existing Agreement to continue
the project administration and operation of the recycled water treatment facility and improvements,
which will be executed at a later date.
FISCAL IMPACT
The projected annual debt service will be approximately $1,000,000 (compared to the current scheduled
payments in FY 2016/17 of $2,200,000) which will result in an anticipated cash flow savings of
$1,100,000 this fiscal year.
STAFF RECOMMENDATION
Approval of Resolution 2016-11
ATTACHMENTS





Resolution 2016-11
Indenture
Preliminary Official Statement
Bond Purchase Agreement
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Resolution 2016-11
A Resolution of the Board of Directors of the
Pajaro Valley Water Management Agency
Authorizing the Issuance and Sale of Water Revenue Refunding Bonds To
Refinance Outstanding Obligations, and Approving Related Documents and
Actions
WHEREAS, the Pajaro Valley Water Management Agency (the “Agency”) owns and
operates a public enterprise for the protection, reclamation and replenishment of groundwater and
provision of water within its service area (the “Water Enterprise”).
WHEREAS, In return for an entitlement to receive recycled water produced by the
wastewater treatment plant (the “Recycled Water Facility”) of the City of Watsonville (the
“City”), the Agency previously agreed to reimburse the City for certain costs related to the design
and construction of the Recycled Water Facility under an Agreement dated April 19, 2006 (the
“Watsonville Agreement”), between the City and the Agency.
WHEREAS, The Agency has the right to prepay its reimbursement obligations under
the Watsonville Agreement (the “Watsonville Obligations”) in full on any date, and in order to
provide funds for those purposes and thereby realize debt service savings, the Agency proposes to
issue its Pajaro Valley Water Management Agency 2016 Water Revenue Refunding Bonds (the
“Refunding Bonds”) under Articles 10 and 11 of Chapter 3 of Part 1 of Division 2 of Title 5 of the
California Government Code, commencing with Section 53570 (the “Bond Law”).
WHEREAS, this Board of Directors has duly considered such transactions and wishes at
this time to approve said transactions in the public interests of the Agency.
NOW, THEREFORE, BE IT RESOLVED by the Board of Directors of the Pajaro Valley
Water Management Agency as follows:
Section 1. Issuance of Refunding Bonds; Approval of Indenture. The Board of
Directors hereby authorizes the issuance of the Refunding Bonds under the Bond Law for the
purpose of providing funds to prepay the Watsonville Obligations. The Refunding Bonds shall be
issued in such principal amount as shall be necessary in order to prepay the Watsonville
Obligations in full, to fund a debt service reserve for the Refunding Bonds and pay the costs of
issuance thereof.
The Refunding Bonds shall be issued under an Indenture of Trust between the Agency and The
Bank of New York Mellon Trust Company, N.A., as trustee, which is hereby approved in
substantially the form on file with the Secretary of the Board together with any changes therein or
additions thereto deemed advisable by the Chair of the Board, the Vice Chair of the Board, or the
General Manager (each, an “Authorized Officer”), and the execution thereof by an Authorized
Officer shall be conclusive evidence of the approval of such changes and additions. The Board of
Directors hereby authorizes and directs an Authorized Officer to execute, and the Secretary of the
Board to attest, said form of the Indenture of Trust for and in the name of the Agency. The Board
of Directors hereby authorizes the delivery and performance of the Indenture of Trust.
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Section 2. Refinancing of Watsonville Obligations. The Board of Directors hereby
authorizes and approves the prepayment of the Watsonville Obligations from the proceeds of the
Refunding Bonds and other available funds.
Section 3. Sale of the Refunding Bonds. In accordance with Section 53583 of the Bond
Law, the Board of Directors hereby authorizes and directs that the Refunding Bonds shall be sold
on a negotiated basis to Hilltop Securities, Inc. (the “Underwriter”). The Refunding Bonds shall
be sold under a Bond Purchase Agreement between the Agency and the Underwriter, in
substantially the form on file with the Secretary of the Board together with any changes therein or
additions thereto deemed advisable by an Authorized Officer, and the execution thereof by an
Authorized Officer shall be conclusive evidence of the approval of such changes and additions.
However, the Refunding Bonds shall be sold only so long as (i) the principal amount of the
Refunding Bonds does not exceed $17,000,000, (ii) the true interest cost of the Refunding Bonds
does not exceed 4.00%, (iii) the Underwriters’ discount (exclusive of any original issue discount)
does not exceed 0.65%, and (iv) such sale produces a net present value savings with respect to the
Watsonville Obligations at least equal to 5.00%.
Section 4. Official Statement. The Board of Directors hereby approves, and deems final
within the meaning of Rule 15c2-12 of the Securities Exchange Act of 1934, the preliminary
Official Statement describing the Refunding Bonds (the “Preliminary Official Statement”) in the
form on file with the Secretary of the Board together with any changes therein or additions thereto
deemed advisable by the Chair of the Board, the Vice Chair of the Board, or the General Manager
(each, an “Authorized Officer”), and authorizes an Authorized Officer to approve revisions to the
Preliminary Official Statement. An Authorized Officer is hereby authorized to execute an
appropriate certificate affirming the Agency’s determination that the Preliminary Official
Statement has been deemed substantially final within the meaning of Rule 15c2-12. Distribution
of the Preliminary Official Statement to prospective purchasers of the Refunding Bonds is hereby
approved.
An Authorized Officer is hereby authorized and directed to approve any changes in or additions to
a final form of the Official Statement, dated as of the date of the sale of the Refunding Bonds, and
the execution thereof by an Authorized Officer shall be conclusive evidence of approval of any
such changes and additions. The Board of Directors hereby authorizes the distribution of the final
Official Statement by the Underwriter. The final Official Statement shall be executed in the name
and on behalf of the Agency by an Authorized Officer.
Section 5. Continuing Disclosure. The Board of Directors hereby approves the
Continuing Disclosure Certificate in substantially the form attached as an appendix to the
Preliminary Official Statement, together with any changes therein or additions thereto deemed
advisable by an Authorized Officer, such approval to be conclusively evidenced by the execution
and delivery thereof. An Authorized Officer is hereby authorized and directed to execute the final
form of the Continuing Disclosure Certificate, for and in the name and on behalf of the Agency.
The Board of Directors hereby authorizes the delivery and performance of the Continuing
Disclosure Certificate.
Section 6. Professional Services. In connection with the issuance and sale of the
Refunding Bonds, the Board of Directors hereby confirms the engagement of NHA Advisors,
LLC to act as municipal advisor to the Agency, and the firm of Jones Hall, A Professional Law
Corporation, to act as bond counsel and disclosure counsel to the Agency. Any Authorized
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Officer is hereby authorized and directed to execute an agreement with each such firm, in the
respective forms on file with the Secretary of the Board.
Section 7. Official Actions. The Chair of the Board, the Vice Chair of the Board, the
General Manager, the Secretary of the Board, and any and all other officers of the Agency are
hereby authorized and directed, for and in the name and on behalf of the Agency, to do any and all
things and take any and all actions, including execution and delivery of any and all assignments,
certificates, requisitions, agreements, notices, consents, instruments of conveyance, warrants and
other documents, which they, or any of them, may deem necessary or advisable in order to
consummate the transactions described herein. Any such actions previously taken by such
officers are hereby ratified and confirmed. Whenever in this Resolution any officer of the Agency
is authorized to execute or countersign any document or take any action, such execution,
countersigning or action may be taken on behalf of such officer by any person designated by such
officer to act on his or her behalf if such officer is absent or unavailable.
Section 8. Effective Date. This Resolution shall take effect from and after the date of its
passage and adoption.
*********
Passed and adopted by the Pajaro Valley Water Management Agency, County of Santa Cruz, State
of California, the
day of
, 2016 by the following vote:
AYES:
NOES:
ABSENT:
ABSTAIN:

Rosemarie Imazio, Chair

ATTEST:

Laura R. Taay, Board Secretary
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Jones Hall, A Professional Law Corporation

4/22/2016
5/11/2016

INDENTURE OF TRUST

between the

PAJARO VALLEY WATER MANAGEMENT AGENCY

and

THE BANK OF NEW YORK MELLON TRUST COMPANY, N.A.,
as Trustee

Dated as of June 1, 2016

Relating to
$____________
Pajaro Valley Water Management Agency
2016 Water Revenue Refunding Bonds
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INDENTURE OF TRUST
This INDENTURE OF TRUST, dated as of June 1, 2016, is between the PAJARO
VALLEY WATER MANAGEMENT AGENCY, a special district organized and existing under the
laws of the State of California (the “Agency”), and THE BANK OF NEW YORK MELLON
TRUST COMPANY, N.A., a national banking association organized and existing under the
laws of the United States of America, with a corporate trust office in Los Angeles,
California, and being qualified to accept and administer the trusts hereby created (the
“Trustee”).
BACKGROUND:
1. The Agency owns and operates a public enterprise for the protection,
reclamation and replenishment of groundwater and provision of water within its service
area (the “Water Enterprise”).
2. In order to finance certain improvements to its wastewater treatment plant
(the “Recycled Water Improvements”), the City of Watsonville previously issued its
bonds captioned “$27,345,000 City of Watsonville, California, Water Revenue Bonds,
Series 2007” in November 2007.
3. In return for an entitlement to receive recycled water produced by the
Recycled Water Improvements, the Agency previously agreed to reimburse the City for
certain costs related to the design and construction of the Recycled Water
Improvements under an Agreement dated _____, 2006 (the “Watsonville Agreement”).
4. The Agency has the right to prepay its obligations under the Watsonville
Agreement in full on any date.
5. In order to provide funds for the purposes of prepaying the Watsonville
Agreement, and thereby realize debt service savings, the Agency has authorized the
issuance of its Pajaro Valley Water Management Agency 2016 Water Revenue
Refunding Bonds in the aggregate principal amount of $________________ (the
“Bonds”) under Articles 10 and 11 of Chapter 3 of Part 1 of Division 2 of Title 5 of the
California Government Code, commencing with Section 53570 (the “Bond Law”).
6. In order to provide for the authentication and delivery of the Bonds, to
establish and declare the terms and conditions upon which the Bonds are to be issued
and secured and to secure the payment of the principal thereof and of the interest and
premium, if any, thereon, the Board of Directors of the Agency has authorized the
execution of this Indenture.
AGREEMENT:
In order to secure the payment of the principal of and the interest and redemption
premium (if any) on all the Bonds under this Indenture according to their tenor, and to
secure the performance and observance of all the covenants and conditions therein and
herein set forth, and to declare the terms and conditions upon and subject to which the
Bonds are to be issued and received, and in consideration of the premises and of the
mutual covenants herein contained and of the purchase and acceptance of the Bonds by
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the Owners thereof, and for other valuable considerations, the receipt of which is hereby
acknowledged, the Agency and the Trustee hereby covenant and agree with one
another, for the benefit of the respective Owners from time to time of the Bonds, as
follows:

ARTICLE I
DEFINITIONS; RULES OF CONSTRUCTION
SECTION 1.01. Definitions. Unless the context clearly otherwise requires or
unless otherwise defined herein, the capitalized terms defined in Appendix A attached to
this Indenture have the respective meanings specified in Appendix A when used in this
Indenture.
SECTION 1.02. Authorization. Each of the parties hereby represents and
warrants that it has full legal authority and is duly empowered to enter into this Indenture,
and has taken all actions necessary to authorize the execution hereof by the officers and
persons signing it.
SECTION 1.03. Interpretation.
(a) Unless the context otherwise indicates, words expressed in the singular
include the plural and vice versa and the use of the neuter, masculine, or feminine
gender is for convenience only and include the neuter, masculine or feminine gender, as
appropriate.
(b) Headings of articles and sections herein and the table of contents hereof
are solely for convenience of reference, do not constitute a part hereof and do not affect
the meaning, construction or effect hereof.
(c) All references herein to “Articles,” “Sections” and other subdivisions are to
the corresponding Articles, Sections or subdivisions of this Indenture; the words “herein,”
“hereof,” “hereby,” “hereunder” and other words of similar import refer to this Indenture
as a whole and not to any particular Article, Section or subdivision hereof.

ARTICLE II
ISSUANCE OF BONDS
SECTION 2.01. Authorization and Purpose of Bonds. The Agency has reviewed
all proceedings heretofore taken and has found, as a result of such review, and hereby
finds and determines that all things, conditions and acts required by law to exist, happen
or be performed precedent to and in connection with the issuance of the Bonds do exist,
have happened and have been performed in due time, form and manner as required by
law, and the Agency is now duly empowered, under each and every requirement of law,
to issue the Bonds in the manner and form provided in this Indenture.
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The Agency hereby authorizes the issuance of Bonds in the aggregate principal
amount of $___________ under the Bond Law for the purposes of providing funds to
discharge in full the Agency’s repayment obligations under the Watsonville Agreement.
The Bonds are authorized and issued under, and are subject to the terms of, this
Indenture and the Bond Law. The Bonds are designated the “Pajaro Valley Water
Management Agency 2016 Water Revenue Refunding Bonds.”
SECTION 2.02. Terms of the Bonds. The Bonds are issuable in fully registered
form without coupons in denominations of $5,000 or any integral multiple thereof, so
long as no Bond has more than one maturity date. The Bonds will be dated as of the
Closing Date and will mature on March 1 in the years and in the respective principal
amounts and bear interest (calculated on the basis of a 360-day year comprised of
twelve 30-day months) at the respective rates per annum as set forth in the following
table:
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Maturity Date
(March 1)
2017
2018
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037

Principal
Amount

Interest
Rate

Interest on the Bonds is payable from the Interest Payment Date next preceding
the date of authentication thereof unless:
(a)

a Bond is authenticated on or before an Interest Payment Date and
after the close of business on the preceding Record Date, in which
event it will bear interest from such Interest Payment Date,

(b)

a Bond is authenticated on or before the first Record Date, in which
event interest thereon will be payable from the Closing Date, or

(c)

interest on any Bond is in default as of the date of authentication
thereof, in which event interest thereon will be payable from the
date to which interest has been paid in full, payable on each Interest
Payment Date.

Interest is payable on each Interest Payment Date to the persons in whose
names the ownership of the Bonds is registered on the Registration Books at the close
of business on the immediately preceding Record Date, except as provided below.
Interest on any Bond which is not punctually paid or duly provided for on any Interest
Payment Date is payable to the person in whose name the ownership of such Bond is
registered on the Registration Books at the close of business on a special record date
for the payment of such defaulted interest to be fixed by the Trustee, notice of which is
given to such Owner by first-class mail not less than 10 days prior to such special record
date.
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The Trustee will pay interest on the Bonds by check of the Trustee mailed by first
class mail, postage prepaid, on each Interest Payment Date to the Owners of the Bonds
at their respective addresses shown on the Registration Books as of the close of
business on the preceding Record Date.
At the written request of the Owner of Bonds in an aggregate principal amount of
at least $1,000,000, which written request is on file with the Trustee as of any Record
Date, the Trustee will pay interest on such Bonds on each succeeding Interest Payment
Date by wire transfer in immediately available funds to such account of a financial
institution within the United States of America as specified in such written request, which
written request will remain in effect until rescinded in writing by the Owner.
The Trustee will pay principal of the Bonds in lawful money of the United States
of America by check of the Trustee upon presentation and surrender thereof at the
Office of the Trustee.
SECTION 2.03. Redemption of Bonds.
(a) Optional Redemption. The Bonds maturing on or before March 1, 2025,
are not subject to redemption prior to their respective stated maturities. The Bonds
maturing after March 1, 2025, are subject to redemption in whole, or in part among
maturities on such basis as set forth in a Certificate of the Agency filed with the Trustee,
and in any event by lot within a maturity, at the option of the Agency, from any available
source of funds, on any date on or after March 1, 2025, at a redemption price equal to
100% of the principal amount thereof to be redeemed together with accrued interest to
the redemption date, without premium.
The Agency shall give the Trustee written notice of its intention to redeem Bonds
under this subsection (a), and the manner of selecting such Bonds for redemption from
among the maturities thereof and the redemption price thereof, in sufficient time to
enable the Trustee to give notice of such redemption in accordance with subsection (b)
of this Section.
(b)
Mandatory Sinking Fund Redemption. The Term Bonds are also subject
to redemption, in part by lot, on March 1 in each of the years as set forth in the following
table, from sinking payments made for such purpose under this Indenture, at a
redemption price equal to the principal amount thereof to be redeemed together with
accrued interest thereon to the redemption date, without premium, in the aggregate
respective principal amounts set forth in the following table.
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Term Bonds Maturing March 1, 20__
Sinking Fund
Redemption Date
(March 1)

Principal
Amount To Be
Redeemed

20__ (Maturity)
(c) Purchase of Bonds in Lieu of Redemption. In lieu of optional redemption
under subsection (a) above, moneys in the Bond Fund or other funds provided by the
Agency may be used and withdrawn by the Trustee for purchase of Outstanding Bonds,
upon the filing with the Trustee of an Certificate of the Agency requesting such
purchase, at public or private sale as and when, and at such prices (including brokerage
and other charges) as such Certificate of the Agency may provide, but in no event may
Bonds be purchased at a price in excess of the principal amount thereof, plus interest
accrued to the date of purchase and any premium that would otherwise be due if such
Bonds were to be redeemed in accordance with this Indenture. Any Bonds purchased
pursuant to this subsection shall be treated as outstanding Bonds under this Indenture,
except to the extent otherwise directed by the General Manager of the Agency.
(d) Notice of Redemption. The Trustee on behalf and at the expense of the
Agency shall mail (by first class mail) notice of any redemption to the respective Owners
of any Bonds designated for redemption at their respective addresses appearing on the
Registration Books, to the Municipal Securities Rulemaking Board and to the Securities
Depositories, at least 30 but not more than 60 days prior to the date fixed for
redemption; provided, however, that neither failure to receive any such notice so mailed
nor any defect therein will affect the validity of the proceedings for the redemption of
such Bonds or the cessation of the accrual of interest thereon.
Such notice shall state the date of the notice, the redemption date, the
redemption place and the redemption price and must designate the CUSIP numbers, the
Bond numbers and the maturity or maturities (in the event of redemption of all of the
Bonds of such maturity or maturities in whole) of the Bonds to be redeemed, and must
require that such Bonds be then surrendered at the Office of the Trustee identified in
such notice for redemption at the redemption price, giving notice also that further interest
on such Bonds will not accrue from and after the redemption date.
(e) Selection of Bonds for Redemption. Whenever provision is made in this
Section 2.03 for the redemption of less than all of the Bonds, the Agency shall direct the
Trustee regarding the Bonds to be redeemed, and if not so directed, the Trustee shall
select the Bonds to be redeemed pro rata among maturities and by lot within a single
maturity. For purposes of such selection, all Bonds will be deemed to be comprised of
separate $5,000 denominations and such separate denominations will be treated as
separate Bonds that may be separately redeemed.
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(f)
Partial Redemption of Bonds. If only a portion of any Bond is called for
redemption, then upon surrender of such Bond the Agency shall execute and the
Trustee shall authenticate and deliver to the Owner thereof, at the expense of the
Agency, a new Bond or Bonds of the same series and maturity date, of authorized
denominations in aggregate principal amount equal to the unredeemed portion of the
Bond to be redeemed.
(g) Effect of Redemption. From and after the date fixed for redemption, if
notice of redemption has been duly mailed and funds available for the payment of the
principal of and interest (and premium, if any) on the Bonds so called for redemption
have been duly provided, such Bonds so called shall cease to be entitled to any benefit
under this Indenture other than the right to receive payment of the redemption price, and
no interest shall accrue thereon from and after the redemption date specified in such
notice.
The Trustee shall cancel and destroy all Bonds redeemed under this Section
2.03.
(h) Right to Rescind Notice of Optional Redemption. The Agency has the right
to rescind any notice of the optional redemption of Bonds under subsection (a) above by
written notice to the Trustee on or prior to the dated fixed for redemption.
Any notice of optional redemption shall be cancelled and annulled if for any
reason funds will not be or are not available on the date fixed for redemption for the
payment in full of the Bonds then called for redemption, and such cancellation shall not
constitute an Event of Default.
The Agency and the Trustee have no liability to the Owners or any other party
related to or arising from such rescission of redemption.
The Trustee shall cause notice of such rescission to be mailed, first class mail,
postage prepaid, to the respective Owners of any Bonds designated for redemption, at
their addresses appearing on the Registration Books, and to the Municipal Securities
Rulemaking Board and the Securities Depositories.
SECTION 2.04. Book Entry System.
(a) Original Delivery. The Bonds will be initially delivered in the form of a
separate single fully registered bond (which may be typewritten) for each maturity of the
Bonds. Upon initial delivery, the Trustee shall register the ownership of each Bond on
the Registration Books in the name of the Nominee. Except as provided in subsection
(c), the ownership of all of the Outstanding Bonds shall be registered in the name of the
Nominee on the Registration Books.
With respect to Bonds the ownership of which shall be registered in the name of
the Nominee, the Agency and the Trustee has no responsibility or obligation to any
Depository System Participant or to any person on behalf of which the Nominee holds an
interest in the Bonds. Without limiting the generality of the immediately preceding
sentence, the Agency and the Trustee has no responsibility or obligation with respect to
(i) the accuracy of the records of the Depository, the Nominee or any Depository System
Participant with respect to any ownership interest in the Bonds, (ii) the delivery to any
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Depository System Participant or any other person, other than a Bond Owner as shown
in the Registration Books, of any notice with respect to the Bonds, including any notice
of redemption, (iii) the selection by the Depository of the beneficial interests in the Bonds
to be redeemed if the Agency elects to redeem the Bonds in part, (iv) the payment to
any Depository System Participant or any other person, other than a Bond Owner as
shown in the Registration Books, of any amount with respect to principal, premium, if
any, or interest on the Bonds or (v) any consent given or other action taken by the
Depository as Owner of the Bonds.
The Agency and the Trustee may treat and consider the person in whose name
each Bond is registered as the absolute owner of such Bond for the purpose of payment
of principal of and premium, if any, and interest on such Bond, for the purpose of giving
notices of redemption and other matters with respect to such Bond, for the purpose of
registering transfers of ownership of such Bond, and for all other purposes whatsoever.
The Trustee shall pay the principal of and the interest and premium, if any, on the Bonds
only to the respective Owners or their respective attorneys duly authorized in writing,
and all such payments shall be valid and effective to fully satisfy and discharge all
obligations with respect to payment of principal of and interest and premium, if any, on
the Bonds to the extent of the sum or sums so paid. No person other than a Bond
Owner shall receive a Bond evidencing the obligation of the Agency to make payments
of principal, interest and premium, if any, under this Indenture. Upon delivery by the
Depository to the Agency of written notice to the effect that the Depository has
determined to substitute a new Nominee in its place, and subject to the provisions herein
with respect to Record Dates, such new nominee shall become the Nominee hereunder
for all purposes; and upon receipt of such a notice the Agency shall promptly deliver a
copy of the same to the Trustee.
(b) Representation Letter. In order to qualify the Bonds for the Depository’s
book-entry system, the Agency has previously executed and delivered to such
Depository a letter representing such matters as shall be necessary to so qualify the
Bonds. The execution and delivery of such letter shall not in any way limit the provisions
of subsection (a) above or in any other way impose upon the Agency or the Trustee any
obligation whatsoever with respect to persons having interests in the Bonds other than
the Bond Owners. Upon the written acceptance by the Trustee, the Trustee shall agree
to take all action reasonably necessary for all representations of the Trustee in such
letter with respect to the Trustee to at all times be complied with. In addition to the
execution and delivery of such letter, the Agency may take any other actions, not
inconsistent with this Indenture, to qualify the Bonds for the Depository’s book-entry
program.
(c) Transfers Outside Book-Entry System.
If either (i) the Depository
determines not to continue to act as Depository for the Bonds, or (ii) the Agency
determines to terminate the Depository as such, then the Agency shall thereupon
discontinue the book-entry system with such Depository. In such event, the Depository
shall cooperate with the Agency and the Trustee in the issuance of replacement Bonds
by providing the Trustee with a list showing the interests of the Depository System
Participants in the Bonds, and by surrendering the Bonds, registered in the name of the
Nominee, to the Trustee on or before the date such replacement Bonds are to be issued.
The Depository, by accepting delivery of the Bonds, agrees to be bound by the
provisions of this subsection (c). If, prior to the termination of the Depository acting as
such, the Agency fails to identify another Securities Depository to replace the
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Depository, then the Bonds shall no longer be required to be registered in the
Registration Books in the name of the Nominee, but shall be registered in whatever
name or names the Owners transferring or exchanging Bonds shall designate, in
accordance with the provisions hereof.
If the Agency determines that it is in the best interests of the beneficial owners of
the Bonds that they be able to obtain certificated Bonds, the Agency may notify the
Depository System Participants of the availability of such certificated Bonds through the
Depository. In such event, the Trustee will issue, transfer and exchange Bonds as
required by the Depository and others in appropriate amounts; and whenever the
Depository requests, the Trustee and the Agency shall cooperate with the Depository in
taking appropriate action (i) to make available one or more separate certificates
evidencing the Bonds to any Depository System Participant having Bonds credited to its
account with the Depository, or (ii) to arrange for another Securities Depository to
maintain custody of a single certificate evidencing such Bonds, all at the Agency’s
expense.
(d) Payments to the Nominee. Notwithstanding any other provision of this
Indenture to the contrary, so long as any Bond is registered in the name of the Nominee,
all payments with respect to principal of and interest and premium, if any, on such Bond
and all notices with respect to such Bond shall be made and given, respectively, as
provided in the letter described in subsection (b) of this Section or as otherwise
instructed by the Depository.
SECTION 2.05. Form and Execution of Bonds. The Bonds, the form of Trustee’s
certificate of authentication, and the form of assignment to appear thereon, are set forth
in Appendix B attached hereto and by this reference incorporated herein, with necessary
or appropriate variations, omissions and insertions, as permitted or required by this
Indenture.
The Chair of the Board, or Vice Chair of the Board, shall execute, and the
Secretary shall attest, each Bond. Either or both of such signatures may be made
manually or may be affixed by facsimile thereof. If any officer whose signature appears
on any Bond ceases to be such officer before the Closing Date, such signature will
nevertheless be as effective as if the officer had remained in office until the Closing
Date. Any Bond may be signed and attested on behalf of the Agency by such persons
as at the actual date of the execution of such Bond are the proper officers of the Agency,
duly authorized to execute debt instruments on behalf of the Agency, although on the
date of such Bond any such person was not an officer of the Agency.
Only those Bonds bearing a certificate of authentication in the form set forth in
Appendix B, manually executed and dated by the Trustee, are valid or obligatory for any
purpose or entitled to the benefits of this Indenture, and such certificate of the Trustee is
conclusive evidence that such Bonds have been duly authenticated and delivered
hereunder and are entitled to the benefits of this Indenture.
SECTION 2.06. Transfer and Exchange of Bonds.
(a) Transfer. Any Bond may, in accordance with its terms, be transferred, upon
the Registration Books, by the person in whose name it is registered, in person or by a
duly authorized attorney of such person, upon surrender of such Bond to the Trustee at

9

72 of 244

its Office for cancellation, accompanied by delivery of a written instrument of transfer in a
form acceptable to the Trustee, duly executed. The Trustee shall collect any tax or other
governmental charge on the transfer of any Bonds under this Section 2.06. Whenever
any Bond or Bonds shall be surrendered for transfer, the Agency shall execute and the
Trustee shall authenticate and deliver to the transferee a new Bond or Bonds of like
series, interest rate, maturity and aggregate principal amount. The Agency shall pay the
cost of printing Bonds and any services rendered or expenses incurred by the Trustee in
connection with any transfer of Bonds.
(b) Exchange. The Bonds may be exchanged at the Office of the Trustee for a
like aggregate principal amount of Bonds of other authorized denominations and of the
same series, interest rate and maturity. The Trustee shall collect any tax or other
governmental charge on the exchange of any Bonds under this subsection (b). The
Agency shall pay the cost of printing Bonds and any services rendered or expenses
incurred by the Trustee in connection with any exchange of Bonds.
(c) Limitations. The Trustee may refuse to transfer or exchange, under the
provisions of this Section 2.06, any Bonds selected by the Trustee for redemption under
Section 2.03, or any Bonds during the period established by the Trustee for the selection
of Bonds for redemption.
SECTION 2.07. Registration Books. The Trustee will keep or cause to be kept, at
its Office, sufficient records for the registration and registration of transfer of the Bonds,
which must at all times during normal business hours, and upon reasonable notice, be
open to inspection by the Agency; and, upon presentation for such purpose, the Trustee
shall, under such reasonable regulations as it may prescribe, register or transfer or
cause to be registered or transferred, on the Registration Books, Bonds as hereinbefore
provided.
SECTION 2.08. Bonds Mutilated, Lost, Destroyed or Stolen. If any Bond
becomes mutilated, the Agency, at the expense of the Owner of such Bond, shall
execute, and the Trustee shall thereupon authenticate and deliver, a new Bond of like
tenor in exchange and substitution for the Bond so mutilated, but only upon surrender to
the Trustee of the Bond so mutilated. The Trustee shall cancel every mutilated Bond
surrendered to it and deliver such mutilated Bond to, or upon the order of, the Agency. If
any Bond is lost, destroyed or stolen, evidence of such loss, destruction or theft may be
submitted to the Trustee and, if such evidence is satisfactory and if indemnity
satisfactory to the Trustee is given, the Agency, at the expense of the Owner, shall
execute, and the Trustee shall thereupon authenticate and deliver, a new Bond of like
tenor in lieu of and in substitution for the Bond so lost, destroyed or stolen. The Trustee
may require payment of a sum not exceeding the actual cost of preparing each new
Bond issued under this Section and of the expenses which may be incurred by the
Trustee in connection therewith. Any Bond issued under the provisions of this Section in
lieu of any Bond alleged to be lost, destroyed or stolen will constitute an original
additional contractual obligation on the part of the Agency whether or not the Bond so
alleged to be lost, destroyed or stolen be at any time enforceable by anyone, and shall
be equally and proportionately entitled to the benefits of this Indenture with all other
Bonds issued under this Indenture.
Notwithstanding any other provision of this Section 2.08, in lieu of delivering a
new Bond for which principal has become due for a Bond which has been mutilated, lost,
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destroyed or stolen, the Trustee may make payment of such Bond in accordance with its
terms upon receipt of indemnity satisfactory to the Trustee.

ARTICLE III
ISSUE OF BONDS
SECTION 3.01. Issuance of Bonds. Upon the execution and delivery of this
Indenture, the Agency shall execute and deliver Bonds in the aggregate principal
amount of $___________ to the Trustee and the Trustee shall authenticate and deliver
the Bonds to the Original Purchaser upon receipt of a Request of the Agency therefor.
SECTION 3.02. Deposit and Application of Proceeds. On the Closing Date, the
Trustee shall apply the net proceeds of the Bonds (calculated as the principal amount
thereof ($__________), plus net original issue premium of $_________, less the Original
Purchaser’s discount of $____________, [and less the Bond Insurance premium of
$___________ and the Reserve Fund Credit Facility premium of $_________ to be
transferred by the Original Purchaser to the Insurer,] for a total of $_____________) as
follows:
(a)

The Trustee shall deposit the amount of $__________ in the Costs
of Issuance Fund.

[(b)

The Trustee shall deposit the amount of $__________ in the
Reserve Fund.

(c)

The Trustee shall deposit the amount of $_________ in the
Prepayment Fund.

SECTION 3.03. Costs of Issuance Fund. There is hereby established a separate
fund to be known as the “Costs of Issuance Fund,” to be held by the Trustee in trust.
The Trustee shall disburse moneys in the Costs of Issuance Fund from time to time to
pay Costs of Issuance upon submission of a Request of the Agency stating
(a) the person to whom payment is to be made,
(b) the amounts to be paid,
(c) the purpose for which the obligation was incurred,
(d) that such payment is a proper charge against the Costs of Issuance
Fund, and
(e) that such amounts have not been the subject of a prior Request of the
Agency;
in each case together with a statement or invoice for each amount requested
thereunder. Each such Request of the Agency shall be sufficient evidence to the
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Trustee of the facts stated therein and the Trustee shall have no duty to confirm the
accuracy of such facts.
On the date that is three months after the Closing Date, the Trustee shall transfer
any amounts remaining in the Costs of Issuance Fund to the Bond Fund to be applied to
pay a portion of the interest next coming due and payable on the Bonds, and the Trustee
shall thereupon close the Costs of Issuance Fund.
SECTION 3.04. Prepayment Fund. There is hereby established a separate fund
to be known as the “Prepayment Fund,” to be held by the Trustee in trust securing the
payment and prepayment of the Watsonville Bonds, to the credit of which a deposit shall
be made as required by Section 3.02.
The Trustee shall hold all of the amounts held by it in the Prepayment Fund in
cash, uninvested.
On ______________, 2016, the Trustee shall transfer the amounts on deposit in
the Prepayment Fund to U.S. Bank, N.A., as trustee for the Watsonville Bonds, to pay
and prepay the Watsonville Bonds, and the Trustee shall thereupon close the
Prepayment Fund.
SECTION 3.05. Validity of Bonds. The recital contained in the Bonds that they
are issued pursuant to the laws of the State of California is conclusive evidence of their
validity and of the regularity of their issuance.

ARTICLE IV
REVENUES; FLOW OF FUNDS
SECTION 4.01. Pledge of Net Revenues. The Bonds are secured by a first
pledge of all of the Net Revenues, on a parity with the pledge that secures the all
outstanding Parity Obligations. In addition, the Bonds are secured by a pledge of all of
the moneys in the Bond Fund, the Redemption Fund and the Reserve Fund, including all
amounts derived from the investment of such moneys.
The Bonds and all Parity Obligations are equally secured by a pledge, charge
and lien upon the Net Revenues and such moneys without priority for series, issue,
number or date and the payment of the interest on and principal of the Bonds shall be
and are secured by an exclusive pledge, charge and lien upon the Net Revenues and
such moneys.
So long as any of the Bonds are Outstanding, the Net Revenues and such
moneys may not be used for any other purpose; except that out of the Net Revenues
there may be apportioned such sums, for such purposes, as are expressly permitted by
Section 4.02.
SECTION 4.02. Receipt, Deposit and Application of Net Revenues. The Agency
has previously established the Water Fund, which it will continue to hold and maintain for
the purposes and uses set forth herein.
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The Agency shall deposit all Gross Revenues in the Water Fund promptly upon
the receipt thereof, and shall apply amounts in the Water Fund solely for the uses and
purposes set forth herein and purposes set forth in the Parity Obligation Documents.
In addition to withdrawals required to pay principal of and interest on the
outstanding Parity Obligations when due, the Agency shall withdraw amounts on deposit
in the Water Fund and apply such amounts at the times and for the purposes, and in the
priority, as follows:
(a)

Bond Fund. On or before the 4th Business Day of the month
preceding each Interest Payment Date, so long as any Bonds
remain Outstanding hereunder, the Agency shall withdraw from the
Water Fund and pay to the Trustee for deposit into the Bond Fund
(which the Trustee shall establish and hold in trust hereunder) an
amount which, together with other available amounts then on
deposit in the Bond Fund, is at least equal to the aggregate amount
of principal of and interest coming due and payable on the Bonds on
such Interest Payment Date.
The Trustee shall apply amounts in the
purpose of (i) paying the interest on the
due and payable (including accrued
purchased or redeemed hereunder), and
the Bonds at the maturity thereof.

Bond Fund solely for the
Outstanding Bonds when
interest on any Bonds
(ii) paying the principal of

If amounts in the Bond Fund are insufficient for the purpose set forth
in the preceding paragraphs with respect to any Interest Payment
Date, the Trustee shall withdraw from the Reserve Fund, in
accordance with the provisions of Section 4.03, to the extent of any
funds or Permitted Investments therein, amounts to cover the
amount of such Bond Fund insufficiency. Amounts so withdrawn
from the Reserve Fund shall be deposited in the Bond Fund.
If, after the foregoing transfers, there are insufficient funds in the
Bond Fund to pay the principal of, and interest and any premium,
due and payable on such Interest Payment Date on the Bonds, the
Trustee shall apply the available funds first to the payment of
interest on the Bonds, then to the payment of principal due on the
Bonds.
Upon the payment of all Outstanding Bonds and Parity Obligations,
the Trustee shall transfer any moneys remaining in the Bond Fund
to the Agency for deposit into the Water Fund.
(b)

Redemption Fund. If the Agency elects to redeem Outstanding
Bonds under Section 2.03(a), the Agency shall transfer to the
Trustee for deposit into the Redemption Fund (which the Trustee
shall thereupon establish and hold in trust hereunder) an amount at
least equal to the redemption price of the Bonds, excluding accrued
interest, which is payable from the Bond Fund. Amounts in the
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Redemption Fund shall be applied by the Trustee solely for the
purpose of paying the redemption price of Bonds to be redeemed
under Section 2.03(a). Following any such redemption of the
Bonds, any moneys remaining in the Redemption Fund shall be
transferred by the Trustee to the Agency for deposit into the Water
Fund.
(c)

Reserve Fund. On each Interest Payment Date, the Agency shall
withdraw from the Water Fund and pay to the Trustee for deposit
into the Reserve Fund an amount, taking into account amounts then
on deposit in the Reserve Fund, such that the amount in the
Reserve Fund is equal to the Reserve Requirement.

The Agency shall manage, conserve and apply moneys in the Water Fund in
such a manner that all deposits required to be made under this Section and under the
Parity Obligation Documents will be made at the times and in the amounts so required.
Subject to the foregoing sentence, so long as no Event of Default has occurred and is
continuing, the Agency may at any time use and apply moneys in the Water Fund for
any one or more of the following purposes:
(i)

the payment of the Operation and Maintenance Costs of the Water
Enterprise,

(ii)

the acquisition and construction of extensions and betterments to
the Water Enterprise;

(iii)

the redemption of any of the Bonds or Parity Obligations that are
then subject to redemption or the purchase thereof from time to time
in the open market, at prices and in such manner, either at public or
private sale, or otherwise, as the Agency in its discretion may
determine; or

(iv)

any other lawful purpose of the Agency relating to the Water
Enterprise.

SECTION 4.03. Reserve Fund.
(a) Establishment and Deposits. The Reserve Fund is hereby established as a
separate fund to be held by the Trustee, to the credit of which a deposit shall be made
as required by Section 3.02, which as of the Closing Date is equal to the initial Reserve
Requirement with respect to the Bonds. Thereafter, additional deposits may be made to
the Reserve Fund from time to time.
Moneys in the Reserve Fund shall be held in trust by the Trustee for the benefit
of the Owners of the Bonds as a reserve for the payment of the principal of, and interest
and any premium on, the Bonds and shall be subject to a lien in favor of the Owners of
the Bonds.
(b) Use of Reserve Fund. Except as otherwise provided in this Section, all
amounts deposited in the Reserve Fund shall be used and withdrawn by the Trustee
solely for the purpose of making transfers to the Bond Fund in the event of any
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deficiency at any time in the Bond Fund of the amount then required for payment of the
principal of, and interest and any premium on, the Bonds or, in accordance with the
provisions of this Section, for the purpose of redeeming Bonds from the Bond Fund.
Whenever a transfer is made from the Reserve Fund to the Bond Fund due to a
deficiency in the Bond Fund, the Trustee shall provide written notice thereof to the
Agency specifying the amount withdrawn.
(c) Transfer of Excess of Reserve Requirement. Whenever, on or before any
Interest Payment Date, or on any other date at the request of the Agency, the amount in
the Reserve Fund exceeds the Reserve Requirement, the Trustee shall provide written
notice to the Agency of the amount of the excess and shall transfer an amount equal to
the excess from the Reserve Fund to the Bond Fund, to be used to pay interest on the
Bonds on the next Interest Payment Date.
(d) Transfer for Rebate Purposes. Amounts in the Reserve Fund shall be
withdrawn for purposes of making payment to the federal government to comply with
Section 5.10, upon receipt by the Trustee of a Certificate of the Agency specifying the
amount to be withdrawn and to the effect that such amount is needed for rebate
purposes; provided, however, that no amounts in the Reserve Fund shall be used for
rebate unless the amount in the Reserve Fund following such withdrawal equals the
Reserve Requirement.
(e) Transfer When Balance Exceeds Outstanding Bonds. Whenever the
balance in the Reserve Fund exceeds the amount required to redeem or pay the
Outstanding Bonds, including interest accrued to the date of payment or redemption and
premium, if any, due upon redemption, the Trustee shall, upon the written request of the
Agency, transfer any cash or Permitted Investments in the Reserve Fund to the Bond
Fund to be applied, on the redemption date to the payment and redemption, in
accordance with this Indenture, of all of the Outstanding Bonds. If the amount so
transferred exceeds the amount required to pay and redeem the Outstanding Bonds, the
balance in the Reserve Fund shall be transferred to the Agency to be used by the
Agency for any lawful purpose.
Notwithstanding the provisions of the first paragraph of this subsection (e), no
amounts shall be transferred from the Reserve Fund under this subsection (e) until after:
(i) the calculation of any amounts due to the federal government under Section 5.10 and
withdrawal of any such amount under subsection (d) above for purposes of making such
payment to the federal government; and (ii) payment of any fees and expenses due to
the Trustee.
(f)
Reserve Fund Credit Facility. Notwithstanding anything herein to the
contrary, at the option of the Agency, amounts required to be held in the Reserve Fund
may be substituted, in whole or in part, by the deposit of a Reserve Fund Credit Facility
with the Trustee, provided that the following conditions are met:
(i) the Agency shall notify each Rating Agency prior to making any such
substitution, and such substitution shall not result in the reduction or withdrawal
of any ratings by any Rating Agency with respect to the Bonds, and
(ii) prior to any such substitution becoming effective, the Agency shall
deliver to the Trustee an opinion of Bond Counsel stating that such substitution
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will not adversely affect the exclusion from gross income for federal income tax
purposes of interest on the Bonds.
Any amounts on deposit in the Reserve Fund for which a Reserve Fund Credit
Facility has been substituted shall be released to or at the direction of the Agency.
If at any time there is a combination of cash and a Reserve Fund Credit Facility
on deposit in the Reserve Fund, the Trustee shall withdraw such cash in full prior to
drawing on the Reserve Fund Credit Facility and, if and to the extent the Reserve Fund
Credit Facility has been drawn upon, the Trustee shall reimburse the amount of such
draws with any applicable interest thereon prior to making any cash deposits into the
Reserve Fund.
(g)

Investment. Moneys in the Reserve Fund shall be invested under Section

4.05.
SECTION 4.04. Rate Stabilization Fund. The Agency has the right (but not the
obligation) at any time to establish a fund to be held by it and administered in
accordance with this Section for the purpose of stabilizing the rates and charges
imposed by the Agency with respect to the Water Enterprise. From time to time the
Agency may deposit amounts in the Rate Stabilization Fund, from any source of legally
available funds, including but not limited to Net Revenues which are released from the
pledge and lien which secures the Bonds and any Parity Obligations, as the Agency may
determine.
The Agency may, but is not be required to, withdraw from any amounts on
deposit in the Rate Stabilization Fund and deposit such amounts in the Water Fund in
any Fiscal Year for the purpose of paying the principal of and interest on the Bonds or
any Parity Obligations coming due and payable in such Fiscal Year. Amounts so
transferred from the Rate Stabilization Fund to the Water Fund will constitute Gross
Revenues for such Fiscal Year (except as otherwise provided herein), and will be
applied for the purposes of the Water Fund. Amounts on deposit in the Rate
Stabilization Fund are not pledged to and do not secure the Bonds or any Parity
Obligations. All interest or other earnings on deposits in the Rate Stabilization Fund will
be retained therein or, at the option of the Agency, be applied for any other lawful
purposes. The Agency may at any time withdraw any or all amounts on deposit in the
Rate Stabilization Fund and apply such amounts for any other lawful purposes of the
Agency.
SECTION 4.05. Investments.
(a) Investment of Funds Held by Agency. All moneys in the Water Fund may
be invested by the Agency from time to time in any securities in which the Agency may
legally invest funds subject to its control.
(b) Investment of Funds Held by Trustee. The Trustee shall invest moneys in
the funds and accounts held by it hereunder in Permitted Investments specified in the
Request of the Agency delivered to the Trustee at least two Business Days in advance
of the making of such investments. In the absence of any such direction from the
Agency, the Trustee shall invest any such moneys solely in Permitted Investments
described in clause (f) of the definition thereof provided, however, that any such
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investment shall be made by the Trustee only if, prior to the date on which such
investment is to be made, the Trustee shall have received a Request of the Agency
specifying a specific money market fund and, if no such Request of the Agency is so
received, the Trustee shall hold such moneys uninvested.
(c) General Investment Provisions. Obligations purchased as an investment of
moneys in any fund or account shall be deemed to be part of such fund or account.
Whenever in this Indenture the Agency is required to transfer any moneys to the
Trustee, such transfer may be accomplished by transferring a like amount of Permitted
Investments. All interest or gain derived from the investment of amounts in any of the
funds or accounts held by the Trustee hereunder shall be retained in the respective fund
or account from which such investment was made. For purposes of acquiring any
investments hereunder, the Trustee may commingle funds held by it hereunder upon
receipt by the Trustee of the Request of the Agency. The Trustee may act as principal
or agent in the acquisition or disposition of any investment and may impose its
customary charges therefor. The Trustee shall incur no liability for losses arising from
any investments made under this Section.
The Trustee shall furnish the Agency periodic cash transaction statements which
include detail for all investment transactions effected by the Trustee or brokers selected
by the Agency. Upon the Agency’s election, such statements will be delivered via the
Trustee’s online service and upon electing such service, paper statements will be
provided only upon request. The Agency waives the right to receive brokerage
confirmations of security transactions effected by the Trustee as they occur, to the extent
permitted by law. The Agency further understands that trade confirmations for securities
transactions effected by the Trustee will be available upon request and at no additional
cost and other trade confirmations may be obtained from the applicable broker.
The Trustee or any of its affiliates may act as sponsor, advisor or manager in
connection with any investments made by the Trustee hereunder.
SECTION 4.06. Valuation and Disposition of Investments.
(a) Except as otherwise provided in subsection (b) below, the Agency
covenants that all investments of amounts deposited in any fund or account created by
or pursuant to this Indenture, or otherwise containing gross proceeds of the Bonds
(within the meaning of section 148 of the Code), will be acquired, disposed of, and
valued (as of the date that valuation is required by this Indenture or the Code) at Fair
Market Value.
(b) Investments in funds or accounts (or portions thereof) that are subject to a
yield restriction under applicable provisions of the Code and (unless valuation is
undertaken at least annually) investments in the Reserve Fund will be valued at their
present value (within the meaning of section 148 of the Code).
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ARTICLE V
COVENANTS OF THE AGENCY
SECTION 5.01. Punctual Payment; Compliance With Documents. The Agency
shall punctually pay or cause to be paid the interest and principal to become due with
respect to all of the Bonds in strict conformity with the terms of the Bonds and of this
Indenture, and will faithfully observe and perform all of the conditions, covenants and
requirements of this Indenture and all Supplemental Indentures.
SECTION 5.02. Discharge of Claims. The Agency covenants that in order to fully
preserve and protect the priority and security of the Bonds the Agency shall pay from the
Net Revenues and discharge all lawful claims for labor, materials and supplies furnished
for or in connection with the Water Enterprise which, if unpaid, may become a lien or
charge upon the Net Revenues prior or superior to the lien of the Bonds and materially
impair the security for the Bonds. The Agency shall also pay from the Net Revenues all
taxes and assessments or other governmental charges lawfully levied or assessed upon
or in respect of the Water Enterprise or upon any part thereof or upon any of the Net
Revenues therefrom.
SECTION 5.03. Operation of Water Enterprise in Efficient and Economical
Manner. The Agency covenants and agrees to operate the Water Enterprise in an
efficient and economical manner and to operate, maintain and preserve the Water
Enterprise in good repair and working order.
SECTION 5.04. Sale or Eminent Domain of Water Enterprise.
(a) Except as provided herein, the Agency covenants that the Water Enterprise
will not be encumbered, sold, leased, pledged, any charge placed thereon, or otherwise
disposed of, as a whole or substantially as a whole if such encumbrance, sale, lease,
pledge, charge or other disposition would materially impair the ability of the Agency to
pay the principal of or interest on the Bonds and the Parity Obligations, or would
materially adversely affect its ability to comply with the terms of this Indenture or the
Parity Obligation Documents.
The Agency may not enter into any agreement that impairs the operation of the
Water Enterprise or any part of it necessary to secure adequate Net Revenues to pay
the Bonds and the Parity Obligations, or which otherwise would impair the rights of the
Bond Owners with respect to the Net Revenues.
If any substantial part of the Water Enterprise is sold, the payment therefor must
either (i) be used for the acquisition or construction of improvements and extensions or
replacement facilities or (ii) be applied to redeem the Bonds or any Parity Obligations in
accordance with this Indenture and the Parity Obligation Documents, respectively.
(b) Any amounts received as awards as a result of the taking of all or any part of
the Water Enterprise by the lawful exercise of eminent domain, if and to the extent that
such right can be exercised against such property of the Agency, must either (a) be used
for the acquisition or construction of improvements and extension of the Water
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Enterprise, or (b) be applied to redeem the Bonds or any Parity Obligations in
accordance with this Indenture and the Parity Obligation Documents, respectively.
SECTION 5.05. Insurance. The Agency will at all times maintain with responsible
insurers all such insurance on the Water Enterprise as is customarily maintained with
respect to works and properties of like character against accident to, loss of or damage
to the Water Enterprise. If any useful part of the Water Enterprise is damaged or
destroyed, such part must be restored to usable condition.
All amounts collected from insurance against accident to or destruction of any
portion of the Water Enterprise shall be used to repair or rebuild such damaged or
destroyed portion of the Water Enterprise, and to the extent not so applied, shall be
applied to redeem the Bonds or any Parity Obligations in accordance with this Indenture
and the Parity Obligation Documents, respectively.
The Agency shall also maintain, with responsible insurers, worker's
compensation insurance and insurance against public liability and property damage to
the extent reasonably necessary to protect the Agency, the Trustee and the Owners of
the Bonds. The Trustee has no liability to determine whether the Agency is in
compliance with the provisions of this Section 5.05.
SECTION 5.06. Records and Accounts. The Agency will keep proper books of
record and accounts of the Water Enterprise, separate from all other records and
accounts, in which complete and correct entries shall be made of all transactions relating
to the Water Enterprise. Said books shall, upon reasonable request, be subject to the
inspection of the Trustee (who shall have no duty to inspect) and the Owners of not less
than 10% of the Outstanding Bonds or their representatives authorized in writing.
The Agency will cause the books and accounts of the Water Enterprise to be
audited annually by an Independent Accountant and will make available for inspection by
the Bond Owners at the Office of the Trustee, upon reasonable request, a copy of the
report of such Independent Accountant. The Agency will furnish a copy of such
statements, upon reasonable request, to the Trustee (who shall have no duty to inspect)
and any Bond Owner.
SECTION 5.07. Rates and Charges.
(a) Covenant Regarding Gross Revenues. The Agency will fix, prescribe,
revise and collect rates, fees and charges for the services and facilities furnished by the
Water Enterprise during each Fiscal Year that are at least sufficient, after making
allowances for contingencies and error in the estimates, to pay the following amounts in
the following order:
(i)

all Operation and Maintenance Costs estimated by the Agency to
become due and payable in the Fiscal Year;

(ii)

The principal of and interest on all outstanding Bonds and Parity
Obligations, as they become due and payable during the Fiscal
Year, without preference or priority;
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(iii)

All amounts, if any, required to restore the balance in the Reserve
Fund and any reserve funds established for any Parity Obligations
to their required levels; and

(iv)

All payments required to meet any other obligations of the Agency
that are charges, liens, encumbrances upon, or that are otherwise
payable from, the Gross Revenues or the Net Revenues during
such Fiscal Year.

(b) Covenant Regarding Net Revenues. In addition to the covenant set forth in
the preceding clause (a) of this Section, the Agency will fix, prescribe, revise and collect
rates, fees and charges for the services and facilities furnished by the Water Enterprise
during each Fiscal Year that are sufficient to yield Net Revenues (including any amounts
transferred from a Rate Stabilization Fund) at least equal to 110% of the following:
(i)

The principal of and interest on all outstanding Bonds and Parity
Obligations, as they become due and payable during the Fiscal
Year, without preference or priority; and

(ii)

All payments required to meet any other obligations of the Agency
that are charges, liens, encumbrances upon, or that are otherwise
payable from, the Net Revenues during such Fiscal Year.

provided, however, that if the actual collection of Net Revenues based on such rates,
fees and charges is insufficient to yield Net Revenues that meet such requirement, such
event shall not constitute an Event of Default unless it has continued uncured for a
period of at least 12 months.
SECTION 5.08. Issuance of Parity Obligations. The Agency may issue additional
Parity Obligations from time to time in such principal amount as it determines, subject to
the conditions set forth in Section 10.01(u) and the following conditions precedent:
(a)

No Event of Default (or no event with respect to which notice has
been given and which, once all notice of grace periods have
passed, would constitute an Event of Default) has occurred and is
continuing.

(b)

The amount of Net Revenues (excluding amounts derived from the
Rate Stabilization Fund, if any) as shown by the books of the
Agency for the most recent completed Fiscal Year for which audited
financial statements of the Agency are available or for any more
recent consecutive 12-month period selected by the Agency, in
either case verified by an Independent Accountant or a Financial
Consultant or shown in the audited financial statements of the
Agency, plus at the option of the Agency any Additional Revenues,
are at least equal to 110% of the amount of Maximum Annual Debt
Service.

(c)

The issuance of such Parity Obligations shall comply with all
conditions to the issuance thereof as set forth in the applicable
provisions of the respective Parity Obligation Documents.
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(d)

The Agency shall deliver to the Trustee a Certificate of the Agency
certifying, and an opinion of Bond Counsel stating, that the
conditions precedent to the issuance of such Parity Obligations set
forth in the foregoing subsections (a), (b) and (c) of this Section
have been satisfied.

SECTION 5.09. Superior and Subordinate Obligations. The Agency shall not
issue or incur any additional bonds or other obligations having any priority in payment of
principal or interest out of the Gross Revenues or the Net Revenues over the Bonds.
Nothing herein limits or affects the ability of the Agency to issue or incur (a)
Parity Obligations under Section 5.08, or (b) obligations which are either unsecured or
which are secured by an interest in the Net Revenues which is junior and subordinate to
the pledge of and lien upon the Net Revenues established hereunder.
SECTION 5.10. Tax Covenants Relating to Bonds.
(a) Generally. The Agency shall not take any action or permit to be taken any
action within its control which would cause or which, with the passage of time if not
cured would cause, interest on the Bonds to become includable in gross income for
federal income tax purposes.
(b) Private Activity Bond Limitation. The Agency shall assure that the proceeds
of the Bonds are not used in a manner which would cause the Bonds to become “private
activity bonds” within the meaning of section 141(a) of the Tax Code or to meet the
private loan financing test of Section 141(c) of the Tax Code.
(c) Federal Guarantee Prohibition. The Agency shall not take any action or
permit or suffer any action to be taken if the result of the same would be to cause the
Bonds to be “federally guaranteed” within the meaning of Section 149(b) of the Tax
Code.
(d) No Arbitrage. The Agency shall not take, or permit or suffer to be taken by
the Trustee or otherwise, any action with respect to the Bond proceeds which, if such
action had been reasonably expected to have been taken, or had been deliberately and
intentionally taken, on the Closing Date, would have caused the Bonds to be “arbitrage
bonds” within the meaning of Section 148 of the Tax Code.
(e) Rebate of Excess Investment Earnings. The Agency shall calculate or
cause to be calculated all amounts of excess investment earnings with respect to the
Bonds which are required to be rebated to the United States of America under Section
148(f) of the Tax Code, at the times and in the manner required under the Tax Code.
The Agency shall pay when due an amount equal to excess investment earnings to the
United States of America in such amounts, at such times and in such manner as may be
required under the Tax Code, such payments to be made from any source of legally
available funds of the Agency. The Agency shall keep or cause to be kept, and retain or
cause to be retained for a period of six years following the retirement of the Bonds,
records of the determinations made under this subsection (e).
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The Trustee has no duty to monitor the compliance by the Agency with any of the
covenants contained in this Section 5.10.
SECTION 5.11. Compliance With Parity Obligation Documents. The Agency will
observe and perform all of the covenants, agreements and conditions on its part
required to be observed and performed under the Parity Obligation Documents. The
Agency will not take or omit to take any action within its control which would, or which if
not corrected with the passage of time would, constitute an event of default under and
within the meaning of any Parity Obligation Documents.
SECTION 5.12. Continuing Disclosure. The Agency will comply with and carry out
all of the provisions of the Continuing Disclosure Certificate to be executed and delivered
by the Agency on the Closing Date. Notwithstanding any other provision hereof, failure
of the Agency to comply with the Continuing Disclosure Certificate does not constitute an
Event of Default hereunder; provided, however, that any Participating Underwriter (as
such term is defined in the Continuing Disclosure Certificate) or any Owner or beneficial
owner of the Bonds may take such actions as may be necessary and appropriate,
including seeking specific performance by court order, to cause the Agency to comply
with its obligations under this Section.
SECTION 5.13. Further Assurances. The Agency will adopt, make, execute and
deliver any and all such further resolutions, instruments and assurances as may be
reasonably necessary or proper to carry out the intention or to facilitate the performance
of this Indenture, and for the better assuring and confirming unto the Owners of the
Bonds, the Trustee the rights and benefits provided in this Indenture.

ARTICLE VI
THE TRUSTEE
SECTION 6.01. Duties, Immunities and Liabilities of Trustee.
(a) Performance of Duties. The Trustee shall, prior to the occurrence of an
Event of Default, and after the curing or waiving of all Events of Default which may have
occurred, perform such duties and only such duties as are specifically set forth in this
Indenture and no implied covenants or duties will be read into this Indenture against the
Trustee. The Trustee shall, during the existence of any Event of Default (which has not
been cured or waived), exercise such of the rights and powers vested in it by this
Indenture, and use the same degree of care and skill in their exercise, as a reasonable
corporate trustee would exercise or use.
(b) Removal of Trustee. The Agency may remove the Trustee at any time, and
shall remove the Trustee (i) if at any time requested to do so by an instrument or
concurrent instruments in writing signed by the Owners of not less than a majority in
aggregate principal amount of the Bonds then Outstanding (or their attorneys duly
authorized in writing) or (ii) if at any time the Trustee ceases to be eligible in accordance
with subsection (e) of this Section 6.01, or becomes incapable of acting, or is adjudged a
bankrupt or insolvent, or a receiver of the Trustee or its property is appointed, or any
public officer takes control or charge of the Trustee or of its property or affairs for the
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purpose of rehabilitation, conservation or liquidation. The Agency may accomplish such
removal by giving 30 days written notice to the Trustee, whereupon the Agency will
appoint a successor Trustee by an instrument in writing.
(c) Resignation by Trustee. The Trustee may at any time resign by giving
written notice of such resignation to the Agency, and by giving notice of such resignation
by first class mail, postage prepaid, to the Bond Owners at their respective addresses
shown on the Registration Books. Upon receiving such notice of resignation, the
Agency will promptly appoint a successor Trustee by an instrument in writing.
(d) Appointment of Successor Trustee. Any removal or resignation of the
Trustee and appointment of a successor Trustee becomes effective upon acceptance of
appointment by the successor Trustee. If no successor Trustee has been appointed and
accepted appointment within 45 days following giving notice of removal or notice of
resignation as aforesaid, the resigning Trustee, any Owner (on behalf of such Owner
and all other Owners) may petition any federal or state court for the appointment of a
successor Trustee, and such court may thereupon, after such notice (if any) as it may
deem proper, appoint such successor Trustee. Any successor Trustee appointed under
this Indenture shall signify its acceptance of such appointment by executing and
delivering to the Agency and to its predecessor Trustee a written acceptance thereof,
and to the predecessor Trustee an instrument indemnifying the predecessor Trustee for
any costs or claims arising during the time the successor Trustee serves as Trustee
hereunder, and such successor Trustee, without any further act, deed or conveyance,
shall become vested with all the moneys, estates, properties, rights, powers, trusts,
duties and obligations of such predecessor Trustee, with like effect as if originally named
Trustee herein; but, nevertheless, upon the receipt by the predecessor Trustee of the
Request of the Agency or the request of the successor Trustee, such predecessor
Trustee shall execute and deliver any and all instruments of conveyance or further
assurance and do such other things as may reasonably be required for more fully and
certainly vesting in and confirming to such successor Trustee all the right, title and
interest of such predecessor Trustee in and to any property held by it under this
Indenture and shall pay over, transfer, assign and deliver to the successor Trustee any
money or other property subject to the trusts and conditions herein set forth. Upon
request of the successor Trustee, the Agency will execute and deliver any and all
instruments as may be reasonably required for more fully and certainly vesting in and
confirming to such successor Trustee all such moneys, estates, properties, rights,
powers, trusts, duties and obligations. Upon acceptance of appointment by a successor
Trustee as provided in this subsection, the Agency shall mail or cause the successor
Trustee to mail, by first class mail postage prepaid, a notice of the succession of such
Trustee to the trusts hereunder to each Rating Agency, and to the Owners at the
addresses shown on the Registration Books. If the Agency fails to mail such notice
within 15 days after acceptance of appointment by the successor Trustee, the successor
Trustee shall cause such notice to be mailed at the expense of the Agency.
(e) Qualifications of Trustee. Any Trustee appointed under the provisions of
this Section in succession to the Trustee shall:
(i)

be a company or bank having trust powers,

(ii)

have a corporate trust office in the State of California,
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(iii)

have (or be part of a bank holding company system whose bank
holding company has) a combined capital and surplus of at least
$75,000,000, and

(iv)

be subject to supervision or examination by federal or state
authority.

If such bank or company publishes a report of condition at least annually, under
law or to the requirements of any supervising or examining authority above referred to,
then for the purpose of this subsection the combined capital and surplus of such bank or
company shall be deemed to be its combined capital and surplus as set forth in its most
recent report of condition so published. In case at any time the Trustee shall cease to
be eligible in accordance with the provisions of this subsection (e), the Trustee shall
resign immediately in the manner and with the effect specified in subsection (c) of this
Section.
The Agency will maintain a Trustee which is qualified under the provisions of the
foregoing provisions of this subsection (e), so long as any Bonds are Outstanding.
SECTION 6.02. Merger or Consolidation. Any bank or company into which the
Trustee may be merged or converted or with which either of them may be consolidated
or any bank or company resulting from any merger, conversion or consolidation to which
it shall be a party or any bank or company to which the Trustee may sell or transfer all or
substantially all of its corporate trust business, provided such bank or company shall be
eligible under subsection (e) of Section 6.01, shall be the successor to such Trustee
without the execution or filing of any paper or any further act, anything herein to the
contrary notwithstanding.
SECTION 6.03. Rights and Liabilities of Trustee.
(a) The recitals of facts herein and in the Bonds contained are taken as
statements of the Agency, and the Trustee has no responsibility for the correctness of
the same, nor does it have any liability whatsoever therefor, nor make any
representations as to the validity or sufficiency of this Indenture or of the Bonds nor shall
it incur any responsibility in respect thereof, other than as expressly stated herein. The
Trustee is, however, responsible for its representations contained in its certificate of
authentication on the Bonds. The Trustee is not liable in connection with the
performance of its duties hereunder, except for its own negligence or willful misconduct.
The Trustee is not liable for the acts of any agents of the Trustee selected by it with due
care. The Trustee may become the Owner of any Bonds with the same rights it would
have if it were not Trustee and, to the extent permitted by law, may act as depository for
and permit any of its officers or directors to act as a member of, or in any other capacity
with respect to, any committee formed to protect the rights of the Owners, whether or not
such committee shall represent the Owners of a majority in principal amount of the
Bonds then Outstanding. The Trustee, either as principal or agent, may engage in or be
entrusted in any financial or other transaction with the Agency.
(b) The Trustee has no liability with respect to any action taken or omitted to be
taken by it in accordance with the direction of the Owners of a majority in aggregate
principal amount of the Bonds at the time Outstanding relating to the time, method and
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place of conducting any proceeding for any remedy available to the Trustee, or
exercising any trust or power conferred upon the Trustee under this Indenture.
(c) The Trustee has no liability for any action taken by it in good faith and
believed by it to be authorized or within the discretion or rights or powers conferred upon
it by this Indenture, except for actions arising from the negligence or willful misconduct of
the Trustee. The permissive right of the Trustee to do things enumerated hereunder is
not construed as a mandatory duty.
(d) The Trustee will not be deemed to have knowledge of any Event of Default
hereunder unless and until a responsible officer of the Trustee has actual knowledge
thereof, or unless and until a responsible officer of the Trustee has received written
notice thereof at its Office. Except as otherwise expressly provided herein, the Trustee
is not bound to ascertain or inquire as to the performance or observance of any of the
terms, conditions, covenants or agreements herein or of any of the documents executed
in connection with the Bonds, or as to the existence of an Event of Default hereunder or
thereunder. The Trustee is not responsible for the Agency’s payment of principal and
interest on the Bonds, the Agency’s observance or performance of any other covenants,
conditions or terms contained herein, or the validity or effectiveness of any collateral
given to or held by it.
Without limiting the generality of the foregoing, and
notwithstanding anything herein to the contrary, the Trustee is not responsible for
reviewing the contents of any financial statements furnished to the Trustee under
Section 5.06 and may rely conclusively on the Certificate of the Agency accompanying
such financial statements to establish the Agency’s compliance with its financial
covenants hereunder, including, without limitation, its covenants regarding the deposit of
Gross Revenues into the Water Fund and the investment and application of moneys on
deposit in the Water Fund (other than its covenants to transfer such moneys to the
Trustee when due hereunder).
(e) No provision in this Indenture requires the Trustee to risk or expend its own
funds or otherwise incur any financial liability hereunder. The Trustee is entitled to
receive interest on any moneys advanced by it hereunder, at the maximum rate
permitted by law.
(f)
The Trustee may establish additional accounts or subaccounts of the funds
established hereunder as the Trustee deems necessary or prudent in furtherance of its
duties under this Indenture.
(g) The Trustee has no responsibility or liability whatsoever with respect to any
information, statement, or recital in any official statement, offering memorandum or any
other disclosure material prepared or distributed with respect to the Bonds, nor shall the
Trustee have any obligation to review any such material, and any such review by the
Trustee will not be deemed to create any obligation, duty or liability on the part of the
Trustee.
(h) At any and all reasonable times the Trustee, and its duly authorized agents,
attorneys, experts, engineers, accountants and representatives, have the right (but not
the duty) fully to inspect the Water Enterprise, including all books, papers and records of
the Agency pertaining to the Water Enterprise and the Bonds, and to take such
memoranda from and with regard thereto as may be desired but which is not privileged
by statute or by law.
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(i)
Before taking any action under Article VIII or this Article the Trustee may
require indemnity satisfactory to the Trustee be furnished to it to hold the Trustee
harmless from any expenses whatsoever and to protect it against any liability it may
incur hereunder.
(j)
The immunities extended to the Trustee also extend to its directors,
officers, employees and agents.
(k) The permissive right of the Trustee to do things enumerated in this
Indenture is not construed as a duty.
(l)
The Trustee may execute any of the trusts or powers hereof and perform
any of its duties through attorneys, agents and receivers and is not answerable for the
conduct of the same if appointed by it with reasonable care.
(m) The Trustee shall have the right to accept and act upon instructions,
including funds transfer instructions (“Instructions”) given pursuant to this Indenture and
delivered using Electronic Means (“Electronic Means” shall mean the following
communications methods: e-mail, facsimile transmission, secure electronic transmission
containing applicable authorization codes, passwords and/or authentication keys issued
by the Trustee, or another method or system specified by the Trustee as available for
use in connection with its services hereunder); provided, however, that the Agency shall
provide to the Trustee an incumbency certificate listing officers with the authority to
provide such Instructions (“Authorized Officers”) and containing specimen signatures of
such Authorized Officers, which incumbency certificate shall be amended by the Agency
whenever a person is to be added or deleted from the listing. If the Agency elects to
give the Trustee Instructions using Electronic Means and the Trustee in its discretion
elects to act upon such Instructions, the Trustee’s understanding of such Instructions
shall be deemed controlling. The Agency understands and agrees that the Trustee
cannot determine the identity of the actual sender of such Instructions and that the
Trustee shall conclusively presume that directions that purport to have been sent by an
Authorized Officer listed on the incumbency certificate provided to the Trustee have
been sent by such Authorized Officer. The Agency shall be responsible for ensuring that
only Authorized Officers transmit such Instructions to the Trustee and that the Agency
and all Authorized Officers are solely responsible to safeguard the use and
confidentiality of applicable user and authorization codes, passwords and/or
authentication keys upon receipt by the Agency. The Trustee shall not be liable for any
losses, costs or expenses arising directly or indirectly from the Trustee’s reliance upon
and compliance with such Instructions notwithstanding such directions conflict or are
inconsistent with a subsequent written instruction. The Agency agrees: (i) to assume all
risks arising out of the use of Electronic Means to submit Instructions to the Trustee,
including without limitation the risk of the Trustee acting on unauthorized Instructions,
and the risk of interception and misuse by third parties; (ii) that it is fully informed of the
protections and risks associated with the various methods of transmitting Instructions to
the Trustee and that there may be more secure methods of transmitting Instructions than
the method(s) selected by the Agency; (iii) that the security procedures (if any) to be
followed in connection with its transmission of Instructions provide to it a commercially
reasonable degree of protection in light of its particular needs and circumstances; and
(iv) to notify the Trustee immediately upon learning of any compromise or unauthorized
use of the security procedures.
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(n) The Trustee shall not be liable to the parties hereto or deemed in breach or
default hereunder if and to the extent its performance hereunder is prevented by reason
of force majeure. The term “force majeure” means an occurrence that is beyond the
control of the Trustee and could not have been avoided by exercising due care. Force
majeure shall include but not be limited to acts of God, terrorism, war, riots, strikes, fire,
floods, earthquakes, epidemics or other similar occurrences.
(o) The Trustee shall not be responsible for or accountable to anyone for the
subsequent use or application of any moneys which shall be released or withdrawn in
accordance with the provisions hereof.
SECTION 6.04. Right to Rely on Documents. The Trustee shall be protected in
acting upon any notice, resolution, requisition, request, consent, order, certificate, report,
opinion or other paper or document believed by it to be genuine and to have been
signed or presented by the proper party or parties. The Trustee may consult with
counsel, including, without limitation, Bond Counsel or other counsel of or to the Agency,
with regard to legal questions, and the opinion of such counsel shall be full and complete
authorization and protection in respect of any action taken or suffered by the Trustee
hereunder in accordance therewith.
The Trustee is not bound to recognize any person as the Owner of a Bond
unless and until such Bond is submitted for inspection, if required, and such person’s
title thereto is established to the satisfaction of the Trustee.
Whenever in the administration of the trusts imposed upon it by this Indenture the
Trustee deems it necessary or desirable that a matter be proved or established prior to
taking or suffering any action hereunder, such matter (unless other evidence in respect
thereof be herein specifically prescribed) may be deemed to be conclusively proved and
established by a Certificate of the Agency, which shall be full warrant to the Trustee for
any action taken or suffered in good faith under the provisions of this Indenture in
reliance upon such Certificate, but in its discretion the Trustee may (but has no duty to),
in lieu thereof, accept other evidence of such matter or may require such additional
evidence as to it may deem reasonable. The Trustee may conclusively rely on any
certificate or report of any Independent Accountant appointed by the Agency.
SECTION 6.05. Preservation and Inspection of Documents. All documents
received by the Trustee under the provisions of this Indenture shall be retained in its
possession and shall be subject during normal business hours, and upon reasonable
prior written notice, to the inspection of the Agency and any Owner, and their agents and
representatives duly authorized in writing.
SECTION 6.06. Compensation and Indemnification. Absent any agreement to the
contrary, the Agency shall pay to the Trustee from time to time compensation for all
services rendered under this Indenture and also all expenses, charges, legal and
consulting fees and other disbursements and those of its attorneys (including any
allocated costs of internal counsel), agents and employees, incurred in and about the
performance of its powers and duties under this Indenture. The Trustee has a first lien
on the Net Revenues and all funds and accounts held by the Trustee hereunder to
secure the payment to the Trustee of all fees, costs and expenses, including
compensation to its experts, attorneys and counsel incurred in declaring such Event of
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Default and in exercising the rights and remedies set forth in Article VIII. Any such
expenses incurred by the Trustee shall be deemed to constitute a substantial
contribution to the trust estate which secures the Bonds.
The Agency further covenants and agrees to indemnify and save the Trustee and
its officers, directors, agents and employees, harmless against any loss, expense
including legal fees and expenses and liabilities, whether or not litigated, which it may
incur arising out of or in the exercise and performance of its powers and duties
hereunder, including the costs and expenses of defending against any claim of liability
and of enforcing any remedies hereunder and under any related documents, but
excluding any and all losses, expenses and liabilities which are due to the negligence or
willful misconduct of the Trustee, its officers, directors, agents or employees. The
obligations of the Agency under this Section 6.06 shall survive resignation or removal of
the Trustee under this Indenture and payment of the Bonds and discharge of this
Indenture.
SECTION 6.07. Accounting Records and Financial Statements. The Trustee shall
at all times keep, or cause to be kept, proper books of record and account, prepared in
accordance with corporate trust industry standards, in which complete and accurate
entries shall be made of all transactions made by it relating to the proceeds of the Bonds
and all funds and accounts established and held by the Trustee under this Indenture.
Such books of record and account shall be available for inspection by the Agency at
reasonable hours, during regular business hours, with reasonable prior notice and under
reasonable circumstances.
The Trustee shall furnish to the Agency, at least
semiannually, an accounting (which may be in the form of its customary statements) of
all transactions relating to the proceeds of the Bonds and all funds and accounts held by
the Trustee under this Indenture.

ARTICLE VII
MODIFICATION AND AMENDMENT OF THIS INDENTURE
SECTION 7.01. Amendments Permitted.
(a) Amendment With Bond Owner Consent. This Indenture and the rights and
obligations of the Agency and of the Owners of the Bonds may be modified or amended
by the Agency and the Trustee upon Request of the Agency at any time by the execution
of a Supplemental Indenture, but only with the written consent of the Owners of a
majority in aggregate principal amount of the Bonds then Outstanding with respect to all
Bonds then Outstanding, exclusive of Bonds disqualified as provided in Section 9.05.
Any such Supplemental Indenture becomes effective upon the execution and delivery
thereof by the parties thereto and upon consent of the requisite Bond Owners. No such
modification or amendment shall:
(i)

extend the maturity of any Bond or reduce the interest rate thereon,
or otherwise alter or impair the obligation of the Agency to pay the
principal thereof, or interest thereon, or any premium payable on the
redemption thereof, at the time and place and at the rate and in the
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currency provided therein, without the written consent of the Owner
of such Bond, or
(ii)

permit the creation by the Agency of any mortgage, pledge or lien
upon the Gross Revenues or the Net Revenues superior to or on a
parity with the pledge and lien created for the benefit of the Bonds
(except as expressly permitted by this Indenture), or reduce the
percentage of Bonds required for the affirmative vote or written
consent to an amendment or modification, or

(iii)

modify any of the rights or obligations of the Trustee without its
written consent.

(b) Amendment Without Bond Owner Consent. This Indenture and the rights
and obligations of the Agency and of the Owners of the Bonds may also be modified or
amended at any time by a Supplemental Indenture, without the consent of any Owners
of the Bonds, but only for any one or more of the following purposes:
(i)

to add to the covenants and agreements of the Agency contained in
this Indenture, other covenants and agreements thereafter to be
observed, or to limit or surrender any rights or power herein
reserved to or conferred upon the Agency;

(ii)

to cure any ambiguity, or to cure, correct or supplement any
defective provision contained in this Indenture, or in any other
respect whatsoever as the Agency deems necessary or desirable,
provided under any circumstances that such modifications or
amendments do not materially adversely affect the interests of the
Owners and the Insurer in the opinion of Bond Counsel filed with the
Agency, the Insurer and the Trustee;

(iii)

to provide for the issuance of Parity Obligations under Section 5.08,
and to provide the terms and conditions under which such Parity
Obligations may be issued, including but not limited to the
establishment of special funds and accounts relating thereto and
any other provisions relating solely thereto, subject to and in
accordance with the provisions of Section 5.08; or

(iv)

to amend any provision hereof to assure the exclusion from gross
income of interest on the Bonds for federal income tax purposes
under the Tax Code, in the opinion of Bond Counsel filed with the
Agency and the Trustee; or

(v)

to modify any of the provisions of this Indenture in any other
respect, including the substitution of a Reserve Fund Credit Facility
as set forth in Section 4.03, provided that such modifications shall
not have a material adverse effect on the interests of the Owners of
the Bonds and the Insurer.
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(c) Notice of Amendments. The Agency shall deliver or cause to be delivered
a draft of any Supplemental Indenture to each Rating Agency, at least 10 days prior to
the effective date of such Supplemental Indenture under this Section 7.01.
SECTION 7.02. Effect of Supplemental Indenture. From and after the time any
Supplemental Indenture becomes effective under this Article VII, this Indenture shall be
deemed to be modified and amended in accordance therewith, the respective rights,
duties and obligations of the parties hereto or thereto and all Owners, as the case may
be, shall thereafter be determined, exercised and enforced hereunder subject in all
respects to such modification and amendment, and all the terms and conditions of any
Supplemental Indenture shall be deemed to be part of the terms and conditions of this
Indenture for any and all purposes.
SECTION 7.03. Endorsement or Replacement of Bonds After Amendment. After
the effective date of any amendment or modification hereof under this Article VII, the
Agency may determine that any or all of the Bonds shall bear a notation, by
endorsement in form approved by the Agency, as to such amendment or modification
and in that case upon demand of the Agency the Owners of such Bonds shall present
such Bonds for that purpose at the Office of the Trustee, and thereupon a suitable
notation as to such action shall be made on such Bonds. In lieu of such notation, the
Agency may determine that new Bonds shall be prepared and executed in exchange for
any or all of the Bonds and in that case upon demand of the Agency the Owners of the
Bonds shall present such Bonds for exchange at the Office of the Trustee without cost to
such Owners.
SECTION 7.04. Amendment by Mutual Consent. The provisions of this Article VII
shall not prevent any Owner from accepting any amendment as to the particular Bond
held by such Owner.
SECTION 7.05. Trustee’s Reliance. The Trustee may conclusively rely, and is
protected in relying, upon a Certificate of the Agency and an opinion of counsel stating
that all requirements of this Indenture relating to the amendment or modification hereof
have been satisfied and that such amendments or modifications do not materially
adversely affect the interests of the Owners.

ARTICLE VIII
EVENTS OF DEFAULT AND REMEDIES OF BOND
OWNERS
SECTION 8.01. Events of Default and Acceleration of Maturities. Each of the
following events constitutes an Event of Default hereunder:
(a)

Failure to pay any installment of the principal of any Bonds when
due, whether at maturity as therein expressed, by proceedings for
redemption, by acceleration, or otherwise.

(b)

Failure to pay any installment of interest on the Bonds when due.
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(c)

Failure by the Agency to observe and perform any of the other
covenants, agreements or conditions on its part contained in this
Indenture or in the Bonds, if such failure has continued for a period
of 30 days after written notice thereof, specifying such failure and
requiring the same to be remedied, has been given to the Agency
by the Trustee; provided, however, if in the reasonable opinion of
the Agency the failure stated in the notice can be corrected, but not
within such 30-day period, such failure shall not constitute an Event
of Default if the Agency institutes corrective action within such 30day period and thereafter diligently and in good faith cures the
failure in a reasonable period of time.

(d)

The Agency commences a voluntary case under Title 11 of the
United States Code or any substitute or successor statute.

(e)

The occurrence and continuation of an event of default under and
as defined in the Parity Obligation Documents.

If an Event of Default occurs and is continuing, the Trustee may, and at the
written direction of the Owners of a majority in aggregate principal amount of the Bonds
then Outstanding the Trustee shall, (a) declare the principal of the Bonds, together with
the accrued interest thereon, to be due and payable immediately, and upon any such
declaration the same will become immediately due and payable, anything in this
Indenture or in the Bonds to the contrary notwithstanding, and (b) subject to the
provisions of Section 8.06, exercise any other remedies available to the Trustee and the
Bond Owners in law or at equity to enforce the rights of the Bond Owners under this
Indenture.
Immediately upon becoming aware of the occurrence of an Event of Default, but
in no event later than five Business Days following becoming aware of such occurrence,
the Trustee shall give notice of such Event of Default to the Agency in writing. Such
notice shall also state whether the principal of the Bonds has been declared to be or
have immediately become due and payable. With respect to any Event of Default
described in clauses (a) or (b) above the Trustee shall, and with respect to any Event of
Default described in clause (c) above the Trustee in its sole discretion may, also give
such notice to the Owners in the same manner as provided herein for notices of
redemption of the Bonds, which shall include the statement that interest on the Bonds
shall cease to accrue from and after the date, if any, on which the Trustee declares the
Bonds to become due and payable under the preceding paragraph (but only to the
extent that principal and any accrued, but unpaid, interest on the Bonds is actually paid
on such date).
This provision, however, is subject to the condition that if, at any time after the
principal of the Bonds has been so declared due and payable, and before any judgment
or decree for the payment of the moneys due has been obtained or entered, the Agency
shall deposit with the Trustee a sum sufficient to pay all principal on the Bonds matured
prior to such declaration and all matured installments of interest (if any) upon all the
Bonds, with interest on such overdue installments of principal and interest at an interest
rate of 10% per annum, and the reasonable fees and expenses of the Trustee, including
fees and expenses of its attorneys, and any and all other defaults known to the Trustee
(other than in the payment of principal of and interest on the Bonds due and payable
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solely by reason of such declaration) has been made good or cured to the satisfaction of
the Trustee or provision deemed by the Trustee to be adequate has been made therefor,
then, and in every such case, the Owners of at least a majority in aggregate principal
amount of the Bonds then Outstanding, by written notice to the Agency and to the
Trustee, may, on behalf of the Owners of all of the Bonds, rescind and annul such
declaration and its consequences. However, no such rescission and annulment shall
extend to or shall affect any subsequent default, or shall impair or exhaust any right or
power consequent thereon.
SECTION 8.02. Application of Funds Upon Acceleration. All amounts received by
the Trustee pursuant to any right given or action taken by the Trustee under the
provisions of this Indenture shall be applied by the Trustee as follows and in the
following order
(a)

First, to the payment of any reasonable fees, costs and expenses
incurred by the Trustee to protect the interests of the Owners of the
Bonds; payment of the reasonable fees, costs and expenses of the
Trustee (including reasonable fees and expenses of its counsel,
including any allocated costs of internal counsel) incurred in and
about the performance of its powers and duties under this Indenture
and the payment of all reasonable fees, costs and expenses owing
to the Trustee under Section 6.06, together with interest on all such
amounts advanced by the Trustee at the maximum rate permitted
by law.

(b)

Second, to the payment of the whole amount then owing and unpaid
upon the Bonds for interest and principal, with interest on such
overdue amounts at the respective rates of interest borne by those
Bonds, and in case such moneys shall be insufficient to pay in full
the whole amount so owing and unpaid upon the Bonds, then to the
payment of such interest, principal and interest on overdue amounts
without preference or priority among such interest, principal and
interest on overdue amounts ratably to the aggregate of such
interest, principal and interest on overdue amounts.

SECTION 8.03. Power of Trustee to Control Proceedings. If the Trustee, upon
the happening of an Event of Default, takes any action, by judicial proceedings or
otherwise, in the performance of its duties hereunder, whether upon its own discretion,
upon the request of the Owners of a majority in aggregate principal amount of the Bonds
then Outstanding, it has full power, in the exercise of its discretion for the best interests
of the Owners of the Bonds, with respect to the continuance, discontinuance, withdrawal,
compromise, settlement or other disposal of such action. The Trustee shall not, unless
there no longer continues an Event of Default, discontinue, withdraw, compromise or
settle, or otherwise dispose of any litigation pending at law or in equity, if at the time
there has been filed with it a written request signed by the Owners of a majority in
principal amount of the Outstanding Bonds hereunder opposing such discontinuance,
withdrawal, compromise, settlement or other disposal of such litigation.
SECTION 8.04. Limitation on Owners’ Right to Sue. No Owner of any Bond has
the right to institute any suit, action or proceeding at law or in equity, for any remedy
under or upon this Indenture, unless:
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(a)

said Owner has previously given to the Trustee written notice of the
occurrence of an Event of Default;

(b)

the Owners of a majority in aggregate principal amount of all the
Bonds then Outstanding have requested the Trustee in writing to
exercise the powers hereinbefore granted or to institute such action,
suit or proceeding in its own name;

(c)

said Owners have tendered to the Trustee indemnity reasonably
acceptable to the Trustee against the costs, expenses and liabilities
to be incurred in compliance with such request; and

(d)

the Trustee has failed to comply with such request for a period of 60
days after such written request has been received by, and said
tender of indemnity has been made to, the Trustee.

Such notification, request, tender of indemnity and refusal or omission are hereby
declared, in every case, to be conditions precedent to the exercise by any Owner of any
remedy hereunder; it being understood and intended that no one or more Owners has
any right in any manner whatever by his or their action to enforce any right under this
Indenture, except in the manner herein provided, and that all proceedings at law or in
equity to enforce any provision of this Indenture shall be instituted, had and maintained
in the manner herein provided and for the equal benefit of all Owners of the Outstanding
Bonds.
The right of any Owner of any Bond to receive payment of the principal of and
premium, if any, and interest on such Bond as herein provided, shall not be impaired or
affected without the written consent of such Owner, notwithstanding the foregoing
provisions of this Section or any other provision of this Indenture.
SECTION 8.05. Non-waiver. Nothing in this Article VIII or in any other provision of
this Indenture or in the Bonds, affects or impairs the obligation of the Agency, which is
absolute and unconditional, to pay from the Net Revenues and other amounts pledged
hereunder, the principal of and interest and redemption premium (if any) on the Bonds to
the Bond Owners when due and payable as herein provided, or affects or impairs the
right of action, which is also absolute and unconditional, of the Bond Owners to institute
suit to enforce such payment by virtue of the contract embodied in the Bonds.
A waiver of any default by any Owner does not affect any subsequent default or
impair any rights or remedies on the subsequent default. No delay or omission of any
Owner to exercise any right or power accruing upon any default shall impair any such
right or power or shall be construed to be a waiver of any such default or an
acquiescence therein, and every power and remedy conferred upon the Owners by the
Bond Law or by this Article VIII may be enforced and exercised from time to time and as
often as shall be deemed expedient by the Bond Owners.
If a suit, action or proceeding to enforce any right or exercise any remedy is
abandoned or determined adversely to the Bond Owners, the Agency the Bond Owners
will be restored to their former positions, rights and remedies as if such suit, action or
proceeding had not been brought or taken.
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SECTION 8.06. Actions by Trustee as Attorney-in-Fact. Any suit, action or
proceeding which any Owner has the right to bring to enforce any right or remedy
hereunder may be brought by the Trustee for the equal benefit and protection of all
Owners similarly situated and the Trustee is hereby appointed (and the successive
respective Owners by taking and holding the Bonds shall be conclusively deemed so to
have appointed it) the true and lawful attorney-in-fact of the respective Owners for the
purpose of bringing any such suit, action or proceeding and to do and perform any and
all acts and things for and on behalf of the respective Owners as a class or classes, as
may be necessary or advisable in the opinion of the Trustee as such attorney-in-fact,
subject to the provisions of Article VI. Notwithstanding the foregoing provisions of this
Section 8.06, the Trustee has no duty to enforce any such right or remedy unless it has
been indemnified to its satisfaction for any additional fees, charges and expenses of the
Trustee related thereto, including without limitation, fees and charges of its attorneys and
advisors.
SECTION 8.07. Remedies Not Exclusive. No remedy herein conferred upon or
reserved to the Owners is intended to be exclusive of any other remedy. Every such
remedy shall be cumulative and shall be in addition to every other remedy given
hereunder or now or hereafter existing, at law or in equity or by statute or otherwise, and
may be exercised without exhausting and without regard to any other remedy conferred
by the Bond Law or any other law.

ARTICLE IX
MISCELLANEOUS
SECTION 9.01. Limited Liability of Agency. Notwithstanding anything contained
in this Indenture, the Agency is not required to advance any moneys derived from any
source of income other than the Net Revenues for the payment of the principal of or
interest on the Bonds, or any premiums upon the redemption thereof, or for the
performance of any covenants herein contained (except to the extent any such
covenants are expressly payable hereunder from the Gross Revenues). The Agency
may, however, advance funds for any such purpose, provided that such funds are
derived from a source legally available for such purpose and may be used by the
Agency for such purpose without incurring indebtedness.
The Bonds are revenue bonds, payable exclusively from the Net Revenues and
other funds as provided herein. The general fund of the Agency is not liable, and the
credit of the Agency is not pledged, for the payment of the interest on or principal of the
Bonds. The Owners of the Bonds have no right to compel the forfeiture of any property
of the Agency. The principal of and interest on the Bonds, and any premiums upon the
redemption of any thereof, are not a debt of the Agency, or a legal or equitable pledge,
charge, lien or encumbrance upon any property of the Agency or upon any of its income,
receipts or revenues except the Net Revenues and other funds pledged to the payment
thereof as provided in this Indenture.
SECTION 9.02. Benefits of Indenture Limited to Parties. Nothing in this
Indenture, expressed or implied, gives to any person other than the Agency, the Insurer
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and the Owners of the Bonds, any right, remedy or claim under or by reason of this
Indenture. Any covenants, stipulations, promises or agreements in this Indenture
contained by and on behalf of the Agency shall be for the sole and exclusive benefit of
the Trustee, the Insurer and the Owners of the Bonds.
SECTION 9.03. Defeasance of Bonds. If the Agency pays and discharges the
entire indebtedness on any Bonds in any one or more of the following ways:
(a)

by paying or causing to be paid the principal of and interest on such
Bonds, as and when the same become due and payable;

(b)

by irrevocably depositing with the Trustee or an escrow bank, in
trust, at or before maturity, an amount of cash which, together with
the available amounts then on deposit in the funds and accounts
established under this Indenture, in the opinion or report of an
Independent Accountant is fully sufficient to pay such Bonds,
including all principal, interest and redemption premium, if any;

(c)

by irrevocably depositing with the Trustee or an escrow bank, in
trust, Federal Securities in such amount as an Independent
Accountant determines will, together with the interest to accrue
thereon and available moneys then on deposit in any of the funds
and accounts established under this Indenture, be fully sufficient to
pay and discharge the indebtedness on such Bonds (including all
principal, interest and redemption premium, if any) at or before
maturity; or

(d)

by purchasing such Bonds prior to maturity and tendering such
Bonds to the Trustee for cancellation;

and if such Bonds are to be redeemed prior to the maturity thereof notice of such
redemption has been duly given or provision satisfactory to the Trustee has been made
for the giving of such notice, then, at the election of the Agency, and notwithstanding that
any such Bonds have not been surrendered for payment, the pledge of the Net
Revenues and other funds provided for in this Indenture and all other obligations of the
Trustee and the Agency under this Indenture with respect to such Bonds shall cease and
terminate, except only:
(a)

the obligations of the Agency under Section 5.10,

(b)

the obligation of the Trustee to transfer and exchange Bonds
hereunder,

(c)

the obligation of the Agency to pay or cause to be paid to the
Owners of such Bonds, from the amounts so deposited with the
Trustee, all sums due thereon, and

(d)

the obligations of the Agency to compensate and indemnify the
Trustee under Section 6.06.
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The Agency shall file notice of such election with the Trustee. The Trustee shall
pay any funds thereafter held by it, which are not required for said purpose, to the
Agency.
In the case of a defeasance or payment of all of the Bonds Outstanding in
accordance with this Section 9.03, the Trustee shall pay all amounts held by it in any
funds or accounts hereunder, which are not required for said purpose or for payment of
amounts due the Trustee under Section 6.06, to the Agency.
Notwithstanding the foregoing, to accomplish defeasance of the Bonds, the
Agency shall cause to be delivered to the Insurer (i) a report of an independent firm of
nationally recognized certified public accountants or such other accountant as shall be
acceptable to the Insurer ("Accountant") verifying the sufficiency of the escrow
established to pay the Bonds in full on the maturity or redemption date ("Verification"),
(ii) an escrow deposit agreement (which shall be acceptable in form and substance to
the Insurer), (iii) an opinion of nationally-recognized bond counsel to the effect that the
Bonds are no longer Outstanding under this Indenture and (iv) a certificate of discharge
of the Trustee with respect to the Bonds; each Verification and defeasance opinion shall
be acceptable in form and substance, and addressed, to the Agency, the Trustee and
the Insurer. The Insurer shall be provided with final drafts of the above-referenced
documentation not less than five Business Days prior to the funding of the escrow.
Bonds shall be deemed Outstanding under this Indenture unless and until they are in
fact paid and retired or the above criteria are met.
SECTION 9.04. Execution of Documents and Proof of Ownership by Owners.
Any request, consent, declaration or other instrument which this Indenture may require
or permit to be executed by any Owner may be in one or more instruments of similar
tenor, and shall be executed by such Owner in person or by their attorneys appointed in
writing.
Except as otherwise herein expressly provided, the fact and date of the execution
by any Owner or his attorney of such request, consent, declaration or other instrument,
or of such writing appointing such attorney, may be proved by the certificate of any
notary public or other officer authorized to take acknowledgments of deeds to be
recorded in the state in which he purports to act, that the person signing such request,
declaration or other instrument or writing acknowledged to him the execution thereof, or
by an affidavit of a witness of such execution, duly sworn to before such notary public or
other officer.
The ownership of Bonds and the amount, maturity, number and date of
ownership thereof are conclusively proved by the Registration Books.
Any request, declaration or other instrument or writing of the Owner of any Bond
binds all future Owners of such Bond in respect of anything done or suffered to be done
by the Agency or the Trustee in good faith and in accordance therewith.
SECTION 9.05. Disqualified Bonds. In determining whether the Owners of the
requisite aggregate principal amount of Bonds have concurred in any demand, request,
direction, consent or waiver under this Indenture, Bonds which are owned or held by or
for the account of the Agency (but excluding Bonds held in any employees’ retirement
fund) must be disregarded and deemed not to be Outstanding for the purpose of any

36

99 of 244

such determination. The Trustee will not be deemed to have knowledge that any Bond
is owned or held by the Agency unless the Agency is the Registered Owner or the
Trustee has received written notice to that effect.
SECTION 9.06. Waiver of Personal Liability. No member, officer, agent or
employee of the Agency shall be individually or personally liable for the payment of the
principal of or interest or any premium on the Bonds; but nothing herein contained shall
relieve any such member, officer, agent or employee from the performance of any official
duty provided by law.
SECTION 9.07. Destruction of Canceled Bonds. Whenever in this Indenture
provision is made for the surrender to the Agency of any Bonds which have been paid or
canceled under the provisions of this Indenture, a certificate of destruction duly executed
by the Trustee shall be deemed to be the equivalent of the surrender of such canceled
Bonds and the Agency shall be entitled to rely upon any statement of fact contained in
any certificate with respect to the destruction of any such Bonds therein referred to. The
Agency shall pay all costs of any microfilming of Bonds to be destroyed.
SECTION 9.08. Funds and Accounts. Any fund or account required by this
Indenture to be established and maintained by the Agency or the Trustee may be
established and maintained in the accounting records of the Agency or the Trustee, as
the case may be, either as a fund or an account, and may, for the purpose of such
records, any audits thereof and any reports or statements with respect thereto, be
treated either as a fund or as an account. All such records with respect to all such funds
and accounts held by the Agency shall at all times be maintained in accordance with
generally accepted accounting principles and all such records with respect to all such
funds and accounts held by the Trustee shall be at all times maintained in accordance
with corporate trust industry practices; in each case with due regard for the protection of
the security of the Bonds and the rights of every Owner thereof.
SECTION 9.09. Notices. All written notices to be given under this Indenture shall
be given by first class mail or personal delivery to the party entitled thereto at its address
set forth below, or at such address as the party may provide to the other party in writing
from time to time. Notice shall be effective either (a) upon transmission by facsimile
transmission or other form of telecommunication, (b) 48 hours after deposit in the United
States mail, postage prepaid, or (c) in the case of personal delivery to any person, upon
actual receipt. The Agency or the Trustee may, by written notice to the other parties,
from time to time modify the address or number to which communications are to be
given hereunder.
If to the Agency:

Pajaro Valley Water Management Agency
36 Brennan Street
Watsonville, California 95076
Attention: General Manager
Email: info@pvwater.org

If to the Trustee:

The Bank of New York Mellon Trust Company, N.A.
100 Pine Street, Suite 3100
San Francisco, CA 94111
Attention: Corporate Trust Department
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SECTION 9.10. Unclaimed Moneys. Anything contained herein to the contrary
notwithstanding, any money held by the Trustee in trust for the payment and discharge
of the interest or premium (if any) on or principal of the Bonds which remains unclaimed
for two years after the date when the payments of such interest, premium and principal
have become payable, if such money was held by the Trustee at such date, or for two
years after the date of deposit of such money if deposited with the Trustee after the date
when the interest and premium (if any) on and principal of such Bonds have become
payable, shall be repaid by the Trustee to the Agency as its absolute property free from
trust, and the Trustee shall thereupon be released and discharged with respect thereto
and the Owners shall look only to the Agency for the payment of the principal of and
interest and redemption premium (if any) on such Bonds.
SECTION 9.11. Execution in Several Counterparts. This Indenture may be
executed in any number of counterparts and each of such counterparts shall for all
purposes be deemed to be an original; and all such counterparts, or as many of them as
the Agency and the Trustee shall preserve undestroyed, shall together constitute but
one and the same instrument.
SECTION 9.12. Governing Law. This Indenture shall be governed by and
construed in accordance with the laws of the State of California.
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ARTICLE X
BOND INSURER PROVISIONS
The provisions of this Article shall govern notwithstanding anything contained in
this Indenture.
SECTION 10.01. Provisions Related to Insurance Policy.
[TO COME IF APPLICABLE]

SECTION 10.02. Provisions Related to Reserve Policy.
[TO COME IF APPLICABLE]
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IN WITNESS WHEREOF, the Pajaro Valley Water Management Agency has
caused this Indenture to be signed in its name by its General Manager and to be
attested by its Acting Secretary, and The Bank of New York Mellon Trust Company,
N.A., in token of its acceptance of the trust created hereunder, has caused this Indenture
to be signed in its corporate name by its officer identified below, all as of the day and
year first above written.

PAJARO VALLEY WATER
MANAGEMENT AGENCY

By
General Manager
Attest

Acting Secretary

THE BANK OF NEW YORK MELLON
TRUST COMPANY, N.A., as Trustee

By
Vice President

[Signature Page – Indenture of Trust]
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APPENDIX A
DEFINITIONS

“Additional Revenues” means, with respect to the issuance of any Parity
Obligations, any or all of the following amounts:
(a)

An allowance for Net Revenues from any additions or improvements
to or extensions of the Water Enterprise to be made by the Agency
during the 36 month period following the issuance of such Parity
Obligations, in an amount equal to 100% of the estimated additional
average annual Net Revenues to be derived from all properties
which are improved with a structure the construction of which has
been completed prior to the date of issuance of such Parity
Obligations and to which service will be provided by such additions,
improvements and extensions, all as shown by the certificate or
opinion of a Financial Consultant.

(b)

An allowance for Net Revenues arising from any increase in the
charges made for service from the Water Enterprise which has
become effective prior to the incurring of such Parity Obligations but
which, during all or any part of the most recent completed Fiscal
Year for which audited financial statements of the Agency are
available, or for any more recent consecutive 12-month period
selected by the Agency under Section 5.08(b), was not in effect, in
an amount equal to the total amount by which the Net Revenues
would have been increased if such increase in charges had been in
effect during the whole of such Fiscal Year or 12-month period, all
as shown by the certificate or opinion of a Financial Consultant.

“Agency” means the Pajaro Valley Water Management Agency, a special district
organized and existing under the laws of the State of California, and any successor
thereto.
“Annual Debt Service” means, for each Bond Year, the sum of (i) the interest due
on the Outstanding Bonds in such Bond Year, assuming that the Outstanding Bonds are
retired as scheduled, and (ii) the principal amount of the Outstanding Bonds due in such
Bond Year.
“Board” means the Board of Directors of the Agency.
“Bond Counsel” means (a) Jones Hall, A Professional Law Corporation, or (b)
any other attorney or firm of attorneys appointed by or acceptable to the Agency of
nationally-recognized experience in the issuance of obligations the interest on which is
excludable from gross income for federal income tax purposes under the Tax Code.
“Bond Law” means the provisions of Articles 10 and 11 of Chapter 3 of Part 1 of
Division 2 of Title 5 of the California Government Code, commencing with Section
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53570, as in effect on the Closing Date or as thereafter amended in accordance with its
terms.
“Bond Fund” means the fund by that name established and held by the Trustee
under Section 4.02(a).
“Bond Year” means any twelve-month period commencing on March 2 in a year
and ending on the next succeeding March 1, both dates inclusive; except that the first
Bond Year commences on the Closing Date and ends on March 1, 2017.
“Bonds” means the Pajaro Valley Water Management Agency 2016 Water
Revenue Refunding Bonds issued in the original principal amount of $__________ and
at any time Outstanding hereunder.
“Business Day” means a day (other than a Saturday or a Sunday) on which
banks are not required or authorized to remain closed in the city in which the Office of
the Trustee is located, and on which the Federal Reserve Bank system is not closed.
“Certificate of the Agency” means a certificate in writing signed by the Chair of
the Board, the Vice Chair of the Board, the General Manager, or any other officer of the
Agency duly authorized by the Board for that purpose.
“Closing Date” means ______________, 2016, being the date of delivery of the
Bonds to the Original Purchaser.
“Costs of Issuance” means all items of expense directly or indirectly payable by
or reimbursable to the Agency relating to the authorization, issuance, sale and delivery
of the Bonds, including but not limited to: printing expenses; Rating Agency fees; filing
and recording fees; initial fees, expenses and charges of the Trustee and its counsel,
including the Trustee’s first annual administrative fee; fees, charges and disbursements
of attorneys, financial advisors, accounting firms, consultants and other professionals;
fees and charges for preparation, execution and safekeeping of the Bonds; and any
other cost, charge or fee in connection with the original issuance of the Bonds.
“Costs of Issuance Fund” means the fund by that name established and held by
the Trustee under Section 3.03.
“Depository” means (a) initially, DTC, and (b) any other Securities Depository
acting as Depository under Section 2.04.
“Depository System Participant” means any participant in the Depository's bookentry system.
“DTC” means The Depository Trust Company, New York, New York, and its
successors and assigns.
“Event of Default” means any of the events described in Section 8.01.
“Fair Market Value” means the price at which a willing buyer would purchase the
investment from a willing seller in a bona fide, arm's length transaction (determined as of
the date the contract to purchase or sell the investment becomes binding) if the
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investment is traded on an established securities market (within the meaning of section
1273 of the Code) and, otherwise, the term "Fair Market Value" means the acquisition
price in a bona fide arm's length transaction (as referenced above) if
(a) the investment is a certificate of deposit that is acquired in accordance
with applicable regulations under the Code,
(ii) the investment is an agreement with specifically negotiated withdrawal
or reinvestment provisions and a specifically negotiated interest rate (for
example, a guaranteed investment contract, a forward supply contract or other
investment agreement) that is acquired in accordance with applicable regulations
under the Code,
(iii) the investment is a United States Treasury Security--State and Local
Government Series that is acquired in accordance with applicable regulations of
the United States Bureau of Public Debt, or
(iv) any commingled investment fund in which the Agency and related
parties do not own more than a 10% beneficial interest therein if the return paid
by the fund is without regard to the source of the investment.
To the extent required by the applicable regulations under the Code, the term
“investment” will include a hedge.
“Federal Securities” means any of the following:
(a) cash,
(b) non-callable direct obligations of the United States of America
("Treasuries"),
(c) evidences of ownership of proportionate interests in future interest and
principal payments on Treasuries held by a bank or trust company as custodian,
under which the owner of the investment is the real party in interest and has the
right to proceed directly and individually against the obligor and the underlying
Treasuries are not available to any person claiming through the custodian or to
whom the custodian may be obligated,
(d) subject to the prior written consent of the Insurer, pre-refunded
municipal obligations rated "AAA" and "Aaa" by S&P and Moody's, respectively,
(e) subject to the prior written consent of the Insurer, securities eligible for
"AAA" defeasance under then-existing criteria of S&P or any combination
thereof, or
(f) any other investment approved by the Insurer.
“Financial Consultant” means any consultant or firm of such consultants
appointed by the Agency and who, or each of whom: (a) is judged by the Agency to have
experience in matters relating to the financing of water systems; (b) is in fact
independent and not under domination of the Agency; (c) does not have any substantial
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interest, direct or indirect, with the Agency; and (d) is not connected with the Agency as
an officer or employee of the Agency, but who may be regularly retained to make reports
to the Agency.
“Fiscal Year” means the period commencing on July 1 of each year and
terminating on the next succeeding June 30, or such other period as may be established
by the Agency as its official fiscal year period (written notice of which shall be given by
the Agency to the Trustee).
“Fitch” means Fitch, Inc., doing business as Fitch Ratings, its successors and
assigns.
“Gross Revenues” means all gross charges (including surcharges, if any)
received for, and all other gross income and receipts derived by the Agency from, the
ownership and operation of the Water Enterprise or otherwise arising from the Water
Enterprise, including but not limited to
(a) all in lieu charges and groundwater augmentation charges collected
by or on behalf of the Agency,
(b) all income, rents, rates, fees, charges, business interruption insurance
proceeds or other moneys derived by the Agency from the sale, furnishing and
supplying of the water, drainage or other services, facilities, and commodities
sold, furnished or supplied through the facilities of or in the conduct or operation
of the business of the Water Enterprise,
(c) any amounts transferred to the Water Fund from a Rate Stabilization
Fund, and
(d) investment earnings on amounts held in the Water Fund or in any
other fund established with respect to the Water Enterprise.
Gross Revenues do not include (i) customers' deposits or any other deposits or
advances subject to refund until such deposits or advances have become the property of
the Agency, (ii) the proceeds of any ad valorem property taxes received by the Agency,
and (iii) the proceeds of any special assessments or special taxes levied upon real
property received by the Agency the application of which is restricted by law.
“Indenture” means this Indenture of Trust, as originally executed or as it may
from time to time be supplemented, modified or amended by any Supplemental
Indenture pursuant to the provisions hereof.
“Independent Accountant” means any accountant or firm of such accountants
appointed and paid by the Agency, and who, or each of whom (a) is in fact independent
and not under domination of the Agency; (b) does not have any substantial interest,
direct or indirect, with the Agency; and (c) is not connected with the Agency as an officer
or employee of the Agency, but who may be regularly retained to make annual or other
audits of the books of or reports to the Agency.
“Interest Payment Date” means March 1 and September 1 in each year,
beginning March 1, 2017, and continuing so long as any Bonds remain Outstanding.
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“Insurance Policy” means the insurance policy issued by the Insurer
guaranteeing the scheduled payment of principal of and interest on the Bonds when due.
“Insurer” means __________________, a _______________, or any successor
thereto or assignee thereof.
“Maximum Annual Debt Service” means, as of the date of any calculation, the
maximum sum obtained for the current or any future Fiscal Year so long as any of the
Bonds remain Outstanding by totaling the following amounts for such Fiscal Year:
(a)

the aggregate amount of Annual Debt Service coming due and
payable in such Fiscal Year; and

(b)

the aggregate amount of principal of and interest on all outstanding
Parity Obligations coming due and payable by their terms in such
Fiscal Year, including the principal of any Parity Obligations coming
due and payable by operation of mandatory sinking fund
redemption.

“Net Revenues” means, for any period, an amount equal to all of the Gross
Revenues received during such period, minus the amount required to pay all Operation
and Maintenance Costs becoming payable during such period.
“Nominee” means (a) initially, Cede & Co. as nominee of DTC, and (b) any other
nominee of the Depository designated pursuant to Section 2.04(a).
“Office” means, with respect to the Trustee, the corporate trust office of the
Trustee at the address set forth in Section 9.09, or at such other or additional offices as
may be specified by the Trustee in writing to the Agency; except that with respect to
presentation of Bonds for payment or for registration of transfer and exchange, such
term means the office or agency of the Trustee at which, at any particular time, its
corporate trust agency business is conducted.
“Operation and Maintenance Costs” means the reasonable and necessary costs
and expenses paid by the Agency for maintaining and operating the Water Enterprise,
including but not limited to
(a) the reasonable expenses of management and repair and other costs
and expenses necessary to maintain and preserve the Water Enterprise in good
repair and working order and
(b) the reasonable administrative costs of the Agency attributable to the
operation and maintenance of the Water Enterprise;
but in all cases excluding (i) interest expense relating to subordinate obligations and
unsecured obligations of the Agency, (ii) depreciation, replacement and obsolescence
charges or reserves therefor, and (iii) amortization of intangibles or other bookkeeping
entries of a similar nature.
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“Original Purchaser” means Southwest Securities, Inc., as the original purchaser
of the Bonds upon their delivery by the Trustee on the Closing Date.
“Outstanding”, when used as of any particular time with reference to Bonds,
means all Bonds theretofore, or thereupon being, authenticated and delivered by the
Trustee under this Indenture except:
(a) Bonds theretofore canceled by the Trustee or surrendered to the
Trustee for cancellation;
(b) Bonds with respect to which all liability of the Agency has been
discharged in accordance with Section 9.03;
(c) Bonds for the transfer or exchange of or in lieu of or in substitution for
which other Bonds have been authenticated and delivered by the Trustee
pursuant to this Indenture; and
(d) Bonds which are required to be disregarded and not deemed
Outstanding under Section 9.05.
“Owner”, when used with respect to any Bond, means the person in whose name
the ownership of such Bond shall be registered on the Registration Books.
“Parity Obligation Documents” means (a) the 2005 DWR Loan Agreement, (b)
the 2015 Indenture, (c) the 2016 SWRCB Installment Sale Agreements, and (d) all
leases, installment sale agreements, trust agreements, indentures of trust and other
documents prescribing the terms and provisions applicable to any issue of Parity
Obligations.
“Parity Obligations” means (a) the 2005 DWR Loan, (b) the 2015 Bonds, (c) the
2016 SWRCB Loans, and (d) all bonds, notes, loan agreements, installment sale
agreements, leases or other obligations of the Agency payable from and secured by a
pledge of and lien upon any of the Net Revenues issued or incurred on a parity with the
Bonds under Section 5.08.
“Permitted Investments” means any of the following which at the time of
investment are legal investments under the laws of the State of California for the moneys
proposed to be invested therein (provided that the Trustee shall be entitled to rely upon
any investment directions from the Agency as conclusive certification to the Trustee that
the investments described therein are so authorized under the laws of the State of
California):
(a)

Federal Securities;

(b)

Any direct or indirect obligations of an agency or department of the
United States of America whose obligations represent the full faith
and credit of the United States of America, or which are rated A or
better by S&P or Fitch.

(c)

Interest-bearing deposit accounts (including certificates of deposit)
in federal or State chartered savings and loan associations or in
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federal or State of California banks (including the Trustee and its
affiliates), provided that: (i) the unsecured obligations of such
commercial bank or savings and loan association are rated A or
better by S&P or Fitch; or (ii) such deposits are fully insured by the
Federal Deposit Insurance Corporation.
(d)

Commercial paper rated at the time of purchase in the highest shortterm rating category by S&P or Fitch.

(e)

Federal funds or bankers acceptances with a maximum term of one
year of any bank which an unsecured, uninsured and unguaranteed
obligation rating in the highest rating category of S&P or Fitch.

(f)

Money market funds registered under the Federal Investment
Company Act of 1940, whose shares are registered under the
Federal Securities Act of 1933, and having a rating in the highest
rating category of S&P or Fitch (such funds including such funds for
which the Trustee, its affiliates or subsidiaries provide investment
advisory or other management services or for which the Trustee or
an affiliate of the Trustee serves as investment administrator,
shareholder servicing agent, and/or custodian or subcustodian,
notwithstanding that (i) the Trustee or an affiliate of the Trustee
receives fees from funds for services rendered, (ii) the Trustee
collects fees for services rendered pursuant to this Indenture, which
fees are separate from the fees received from such funds, and (iii)
services performed for such funds and pursuant to this Indenture
may at times duplicate those provided to such funds by the Trustee
or an affiliate of the Trustee).

(g)

Obligations the interest on which is excludable from gross income
pursuant to Section 103 of the Tax Code and which are either (i)
rated A or better by S&P or Fitch, or (ii) fully secured as to the
payment of principal and interest by Federal Securities.

(h)

Bonds or notes issued by any state or municipality which are rated
by S&P in one of the two highest rating categories assigned by S&P
or Fitch.

(i)

Any investment agreement with, or guaranteed by, a financial
institution the long-term unsecured obligations or the claims paying
ability of which are rated A or better by S&P or Fitch at the time of
initial investment.

(j)

the Local Agency Investment Fund of the State of California,
created under Section 16429.1 of the California Government Code,
to the extent the Trustee is authorized to register such investment in
its name.

“Prepayment Fund” means the fund by that name established and held by the
Trustee under Section 3.04.
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“Record Date” means, with respect to any Interest Payment Date, the 15th
calendar day of the month preceding such Interest Payment Date.
“Redemption Fund” means the fund by that name established and held by the
Trustee under Section 4.02(c).
“Registration Books” means the books maintained by the Trustee under Section
2.07 for the registration and transfer of ownership of the Bonds.
“Request of the Agency” means a request in writing signed by the Chair of the
Board, the Vice Chair of the Board, the General Manager, or any other officer of the
Agency duly authorized by the Board for that purpose.
“Reserve Fund” means the fund established and administered under Section
4.03.
"Reserve Fund Credit Facility" means an irrevocable standby or direct-pay letter
of credit or surety bond issued by a commercial bank or insurance company and
deposited with the Trustee pursuant to Section 4.03, provided that all of the following
requirements are met:
(a) the long-term credit rating of such bank or insurance company at the
time of issuance of the irrevocable standby or direct-pay letter of credit or surety
bond is rated “Aa” or “AA” by Moody’s or S&P;
(b) such letter of credit or surety bond has a term of at least 12 months;
(c) such letter of credit or surety bond has a stated amount at least equal
to the portion of the Reserve Requirement to be so secured; and
(d) the Trustee is authorized pursuant to the terms of such letter of credit
or surety bond to draw thereunder an amount equal to any deficiencies that may
exist from time to time in the Interest Account or the Principal Account for the
purpose of making payments required pursuant to Sections 4.02(a).
“Reserve Policy” means the Municipal Bond Debt Service Reserve Insurance
Policy issued by the Insurer on the Closing Date with respect to the Bonds. The
Reserve Policy constitutes a Reserve Fund Credit Facility under this Indenture.
“Reserve Requirement” means, as of the date of any calculation, an amount
equal to the least of
(a)

Maximum Annual Debt Service on the Outstanding Bonds,

(b)

125% of average Annual Debt Service on the Outstanding Bonds and

(c)

10% of the original principal amount of the Bonds.

“Securities Depositories” means DTC; and, in accordance with then current
guidelines of the Securities and Exchange Commission, such other addresses and/or
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such other securities depositories as the Agency may designate in a Request of the
Agency delivered by the Agency to the Trustee.
“S&P” means Standard & Poor's Corporation, of New York, New York, and its
successors.
“Supplemental Indenture” means any indenture, agreement, resolution or other
instrument hereafter duly adopted or executed in accordance with the provisions of
Section 7.01.
“SWRCB” means the State Water Resources Control Board.
“Tax Code” means the Internal Revenue Code of 1986 as in effect on the Closing
Date or (except as otherwise referenced herein) as it may be amended to apply to
obligations issued on the Closing Date, together with applicable temporary and final
regulations promulgated, and applicable official public guidance published, under said
Code.
“Trustee” means The Bank of New York Mellon Trust Company, N.A., as Trustee
hereunder, or any successor thereto appointed as Trustee hereunder in accordance with
the provisions of Article VI.
“2005 DWR Loan” means the loan in the original principal amount of
$3,901,606.73 made by the State of California Department of Water Resources to the
Agency under the 2005 DWR Loan Agreement.
“2005 DWR Loan Agreement” means the Proposition 13 Loan Agreement
(contract number E77008) dated June 15, 2005, between the State of California
Department of Water Resources and the Agency.
“2015 Bonds” means the bonds captioned “Pajaro Valley Water Management
Agency 2015 Water Revenue Refunding Bonds,” issued on April 30, 2015, in the original
principal amount of $19,970,000.
“2015 Indenture” means the Indenture of Trust dated as of April 1, 2015, between
the Agency and the Bank of New York Mellon Trust Company, N.A., providing for the
issuance of the 2015 Bonds.
“2016 SWRCB Loans” mean, collectively, the loans to be made by SWRCB to
the Agency under the 2016 SWRCB Installment Sale Agreements.
“2016 SWRCB Installment Sale Agreements” mean, collectively, (a) the
Installment Sale Agreement between the Agency and the SWRCB dated as of _____,
2016, Project. No. ____, Contract No. ____, (b) the Installment Sale Agreement between
the Agency and the SWRCB dated as of _____, 2016, Project. No. ____, Contract No.
____, and (c) the Installment Sale Agreement between the Agency and the SWRCB
dated as of _____, 2016, Project. No. ____, Contract No. ____.
“Water Enterprise” means the entire system of the Agency for the protection,
reclamation and replenishment of groundwater and provision of water within its service
area, including but not limited to all facilities, properties, lands, rights, entitlements and
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other property useful in connection therewith, together with all extensions thereof and
improvements thereto at any time acquired, constructed or installed by the Agency.
“Water Fund” means the existing fund by that name established and held by the
Agency with respect to the Water Enterprise.
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APPENDIX B
FORM OF BOND

No. R-1

***$__________**

PAJARO VALLEY WATER MANAGEMENT
AGENCY
2016 WATER REVENUE REFUNDING BOND
INTEREST RATE:

MATURITY DATE:
March 1, 20__

REGISTERED OWNER:

ISSUE DATE:
______, 2016

CUSIP:

CEDE & CO.

PRINCIPAL AMOUNT:

The Pajaro Valley Water Management Agency, a special district organized and
existing under the laws of the State of California (the “Agency”) for value received,
hereby promises to pay (but only out of the Net Revenues and other assets pledged
therefor as hereinafter mentioned) to the Registered Owner stated above, or registered
assigns, on the Maturity Date stated above (subject to any right of prior redemption
hereinafter mentioned), the Principal Amount stated above, in lawful money of the United
States of America; and to pay interest thereon in like lawful money from the Interest
Payment Date next preceding the date of authentication of this Bond (unless this Bond is
authenticated as of a day during the period commencing after the 15th day of the month
preceding an Interest Payment Date and ending on or before such Interest Payment
Date, in which event it shall bear interest from such Interest Payment Date, or unless
this Bond is authenticated on or before February 15, 2017, in which event it shall bear
interest from the Issue Date stated above) until payment of such principal sum is
discharged as provided in the Indenture hereinafter mentioned, at the Interest Rate per
annum stated above, payable semiannually on each March 1 and September 1,
commencing March 1, 2017 (each, an “Interest Payment Date”).
The principal (or redemption price) hereof is payable by check at the Office (as
defined in the Indenture referred to below) of The Bank of New York Mellon Trust
Company, N.A., (together with any successor trustee under the Indenture, the
“Trustee”). Interest hereon is payable by check of the Trustee mailed on each Interest
Payment Date to the Registered Owner as of the 15th day of the month preceding each
Interest Payment Date (except with respect to payment of defaulted interest as provided
in the Indenture hereinafter referred to) at the address shown on the registration books
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maintained by the Trustee. Payment of interest will be made by wire transfer in
immediately available funds to an account in the United States of America to any Owner
of Bonds in the aggregate principal amount of $1,000,000 or more who shall furnish
written wire instructions to the Trustee before the 15th day of the month preceding the
applicable Interest Payment Date.
This Bond is one of a duly authorized issue of bonds of the Agency designated
as its “Pajaro Valley Water Management Agency 2016 Water Revenue Refunding
Bonds” (the “Bonds”), in the aggregate principal amount of $_____________, authorized
under Resolution No. 2016-__ adopted by the Board of Directors of the Agency on
________________, 2016, and issued under an Indenture of Trust dated as of June 1,
2016 (the “Indenture”), between the Agency and the Trustee, and the provisions of
Articles 10 and 11 of Chapter 3 of Part 1 of Division 2 of Title 5 of the California
Government Code, commencing with Section 53570 (the “Bond Law”). The Bonds have
been issued for the purpose of refunding outstanding obligations of the Agency
previously entered into with the City of Watsonville to finance improvements of benefit to
the Agency’s water management enterprise (the “Water Enterprise”).
Reference is hereby made to the Indenture (a copy of which is on file at the
Office of the Trustee) and all indentures supplemental thereto and to the Bond Law for a
description of the rights thereunder of the owners of the Bonds, of the nature and extent
of the security, of the rights, duties and immunities of the Trustee and of the rights and
obligations of the Agency thereunder. The Registered Owner of this Bond, by
acceptance hereof, assents and agrees to all the provisions of the Indenture.
The Bonds and the interest thereon are payable from Net Revenues of the Water
Enterprise (as such terms are defined in the Indenture) and are secured by a pledge and
assignment of said Net Revenues and of amounts held in the Bond Fund established
under the Indenture, subject only to the provisions of the Indenture permitting the
application thereof for the purposes and on the terms and conditions set forth in the
Indenture. The Agency has the right under the Indenture to issue additional obligations
on a parity with the Bonds, subject to the specific conditions set forth in the Indenture.
The Bonds are special obligations of the Agency and are not a lien or charge upon the
funds or property of the Agency, except to the extent of the aforesaid pledge and
assignment.
The Bonds maturing on or before March 1, 2025, are not subject to redemption
prior to their respective stated maturities. The Bonds maturing after March 1, 2025, are
subject to redemption in whole, or in part among maturities on such basis as set forth in
a Certificate of the Agency filed with the Trustee, and in any event by lot within a
maturity, at the option of the Agency, from any available source of funds, on any date on
or after March 1, 2025, at a redemption price equal to 100% of the principal amount
thereof to be redeemed together with accrued interest to the redemption date, without
premium.
The Agency has the right to rescind any notice of the optional redemption of
Bonds by written notice to the Trustee on or prior to the dated fixed for redemption. Any
notice of optional redemption shall be cancelled and annulled if for any reason funds will
not be or are not available on the date fixed for redemption for the payment in full of the
Bonds then called for redemption, and such cancellation shall not constitute an Event of
Default.
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Whenever provision is made in the Indenture for the redemption of Bonds of
more than one maturity, the Bonds to be redeemed shall be selected among maturities
on such basis as shall be set forth in a Certificate of the Agency filed with the Trustee,
and the Trustee shall select the Bonds to be redeemed within any maturity by lot in any
manner which the Trustee in its sole discretion shall deem appropriate. For purposes of
such selection, all Bonds shall be deemed to be comprised of separate $5,000 portions
and such portions shall be treated as separate Bonds which may be separately
redeemed.
The Trustee on behalf and at the expense of the Agency shall mail (by first class
mail) notice of any redemption to the respective Owners of any Bonds designated for
redemption, at least 30 but not more than 60 days prior to the redemption date, at their
respective addresses appearing on the Registration Books. Neither the failure to receive
any such notice so mailed nor any defect therein shall affect the validity of the
proceedings for the redemption of such Bonds or the cessation of the accrual of interest
thereon. Interest on the Bonds called for redemption will not accrue from and after the
redemption date.
The Bonds are issuable as fully registered Bonds in denominations of $5,000 and
any integral multiple thereof. Subject to the limitations provided in the Indenture, Bonds
may be exchanged, at said Office of the Trustee, for a like aggregate principal amount of
Bonds of other authorized denominations of the same maturity.
This Bond is transferable by the Registered Owner hereof, in person or by his
attorney duly authorized in writing, at said office of the Trustee, but only in the manner,
subject to the limitations provided in the Indenture, and upon surrender and cancellation
of this Bond. Upon such transfer, a new Bond or Bonds, of authorized denomination or
denominations, of the same maturity and for the same aggregate principal amount, will
be issued to the transferee in exchange herefor. The Agency and the Trustee may treat
the Registered Owner hereof as the absolute owner hereof for all purposes, and the
Agency and the Trustee shall not be affected by any notice to the contrary.
The Indenture and the rights and obligations of the Agency and of the owners of
the Bonds and of the Trustee may be modified or amended from time to time and at any
time in the manner, to the extent, and upon the terms provided in the Indenture; provided
that no such modification or amendment shall (a) extend the maturity of or reduce the
interest rate on any Bond or otherwise alter or impair the obligation of the Agency to pay
the principal, interest or redemption premiums at the time and place and at the rate and
in the currency provided therein of any Bond without the express written consent of the
owner of such Bond, (b) reduce the percentage of Bonds required for the written consent
to any such amendment or modification, or (c) without its written consent thereto, modify
any of the rights or obligations of the Trustee, all as more fully set forth in the Indenture.
Unless this Bond is presented by an authorized representative of The Depository
Trust Company, a New York corporation (“DTC”), to the Trustee for registration of
transfer, exchange, or payment, and any Bond issued is registered in the name of Cede
& Co. or in such other name as is requested by an authorized representative of DTC
(and any payment is made to Cede & Co. or to such other entity as is requested by an
authorized representative of DTC), ANY TRANSFER, PLEDGE, OR OTHER USE

B-3

116 of 244

HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL
inasmuch as the registered owner hereof, Cede & Co., has an interest herein.
It is hereby certified and recited that any and all things, conditions and acts
required to exist, to have happened and to have been performed precedent to and in the
issuance of this Bond do exist, have happened and have been performed in due time,
form and manner as required by the Bond Law, and by the laws of the State of
California, and that the amount of this Bond, together with all other indebtedness of the
Agency, does not exceed any limit prescribed by the Bond Law and is not in excess of
the amount of Bonds permitted to be issued under the Indenture.
This Bond is not entitled to any benefit under the Indenture, or is not valid or
obligatory for any purpose, until the certificate of authentication hereon endorsed has
been signed by the Trustee.
IN WITNESS WHEREOF, Pajaro Valley Water Management Agency has caused
this Bond to be executed in its name and on its behalf by the facsimile signature of its
Chair of the Board of Directors and attested to by the facsimile signature of its Secretary
of the Board of Directors, all as of the Issue Date stated above.

PAJARO VALLEY WATER
MANAGEMENT AGENCY

By
Chair of the Board

Attest

Secretary of the Board
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TRUSTEE’S CERTIFICATE OF AUTHENTICATION

This is one of the Bonds described in the within-mentioned Indenture.
Dated: _______________, 2016
THE BANK OF NEW YORK MELLON
TRUST COMPANY, N.A., as Trustee

By
Authorized Signatory

ASSIGNMENT
For value received the undersigned hereby sells, assigns and transfers unto
__________________________________ whose address and social security or other
tax identifying number is ____________________, the within-mentioned Bond and
hereby irrevocably constitute(s) and appoint(s) _______________________________
attorney, to transfer the same on the registration books of the Trustee with full power of
substitution in the premises.
Dated:
Signature Guaranteed

Note: Signature(s) must be guaranteed by an
eligible guarantor institution.

Note: The signature(s) on this Assignment must
correspond with the name(s) as written on the face of
the within Bond in every particular without alteration or
enlargement or any change whatsoever.
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This Preliminary Official Statement and the information contained herein are subject to completion or amendment. Under no circumstances shall this Preliminary Official Statement constitute an offer to sell or a solicitation of an offer to buy
nor shall there be any sale of these securities in any jurisdiction in which such offer solicitation or sale would be unlawful prior to registration or qualification under the securities laws of such jurisdiction.

Jones Hall, A Professional Law Corporation

5/11/2016

PRELIMINARY OFFICIAL STATEMENT DATED JUNE ___, 2016
NEW ISSUE - FULL BOOK-ENTRY

RATING: S&P: “”
See “RATING.”

In the opinion of Jones Hall, A Professional Law Corporation, San Francisco, California, Bond Counsel, subject, however, to certain qualifications
described in this Official Statement, under existing law, the interest on the Bonds is excluded from gross income for federal income tax purposes, and
such interest is not an item of tax preference for purposes of the federal alternative minimum tax imposed on individuals and corporations, although for
the purpose of computing the alternative minimum tax imposed on certain corporations, such interest is taken into account in determining certain
income and earnings. In the further opinion of Bond Counsel, such interest is exempt from California personal income taxes. See "TAX MATTERS."

$___________*

Pajaro Valley Water Management Agency
2016 Water Revenue Refunding Bonds
(Santa Cruz, Monterey and San Benito Counties, California)
Dated: Date of Delivery
Due: March 1, as shown on inside cover
Authority for Issuance. The bonds captioned above (the "Bonds") are being issued by the Pajaro Valley Water Management Agency (the
“Agency”) pursuant to a resolution adopted by the board of directors of the Agency on May 18, 2016, and an Indenture of Trust dated as of June 1,
2016 (the “Indenture”), by and between the Agency and The Bank of New York Mellon Trust Company, N.A., as trustee (the “Trustee”). Under this
authority, the Bonds may be issued in a principal amount not to exceed $17,000,000. See “THE BONDS – Authority for Issuance.”
Use of Proceeds. The Bonds are being issued to provide funds to (i) prepay the Agency’s outstanding obligations under a contract with the City
of Watsonville, (ii) [fund a debt service reserve fund for the Bonds][ provide a debt service reserve through the purchase of a reserve fund policy] and
(iii) pay the costs of issuing the Bonds. See “FINANCING PLAN.”
Security for the Bonds. The Bonds are payable from and secured by a pledge of “Net Revenues” (as defined in this Official Statement) of the
Agency’s enterprise for the integrated management of the ground and surface water resources within the Pajaro Basin (the “Water Enterprise”). See
“SECURITY FOR THE BONDS.”
Rate Covenant. In the Indenture, the Agency is obligated under a rate covenant to fix, prescribe, revise and collect rates, fees and charges for
the Water Enterprise during each fiscal year sufficient to pay certain costs of expenses, including debt service on the Bonds and parity obligations.
See “SECURITY FOR THE BONDS – Rate Covenant.”
Additional Debt of the Agency. Following the issuance of the Bonds, the Agency will have certain outstanding debt payable on a parity with the
Bonds. See “WATER ENTERPRISE FINANCIAL INFORMATION – Outstanding Debt.” The Agency may issue or incur additional obligations in the
future on parity with or subordinate to the Bonds if the conditions set forth in the Indenture are met. See “SECURITY FOR THE BONDS – Issuance by
Agency of Additional Debt.”
Bond Terms. The Bonds will bear interest at the rates shown on the inside cover page of this Official Statement, payable semiannually on March
1 and September 1 of each year (each, an “Interest Payment Date”), commencing March 1, 2017, and will be issued in fully registered form without
coupons in denominations of $5,000 or any integral multiple of $5,000. With respect to any Interest Payment Date, the "Record Date” is the 15th
calendar day of the preceding month.
Book-Entry Only. The Bonds will be issued in book-entry only form, initially registered in the name of Cede & Co., as nominee of The
Depository Trust Company, New York, New York (“DTC”). Purchasers of the Bonds will not receive certificates representing their interests in the
Bonds. Payments of the principal of and interest on the Bonds will be made to DTC, which is obligated in turn to remit such principal, premium, if any,
and interest to its participants for subsequent disbursement to the beneficial owners of the Bonds. See “THE BONDS – General Provisions - Bond
Terms.”
Redemption. The Bonds are subject to optional redemption and mandatory sinking payment redemption before maturity. See “THE BONDS –
Redemption.”
Application Made for Bond Insurance. Application has been made for bond insurance to guarantee the scheduled payment of principal of and
interest on the Bonds covered. The Agency’s decision whether or not to obtain a policy will be made at or about the time of the pricing of the Bonds
and will be based on, among other things, market conditions at that time. No assurance can be given as to whether the Agency will obtain a policy,
and, if so, whether the policy will cover all or less than all the Bonds.
The Bonds may not be appropriate investments for certain individuals. See “CERTAIN BOND OWNERS’ RISKS” for a discussion of
certain risk factors that should be considered in evaluating the investment quality of the Bonds.
The Bonds constitute limited obligations of the Agency and are not secured by a pledge of the taxing power of the Agency. The
Agency has no taxing power. None of the Bonds or the obligation of the Agency to pay principal thereof or interest thereon constitutes
either a debt or a liability of the Agency, the State of California or any of their respective political subdivisions within the meaning of any
Constitutional limitation on indebtedness, or a pledge of the full faith and credit of the Agency.

MATURITY SCHEDULE
(see inside cover)
This cover page contains certain information for quick reference only and is not a summary of information about the Bonds. Investors
should read this entire Official Statement to obtain information essential to the making of an informed investment decision relating to the
purchase of any Bonds. See also “BOND OWNERS’ RISKS.”
The following firm served as municipal advisor to the Agency on this financing:

The Bonds are offered when, as and if issued and received by the Underwriter and subject to the approval as to their legality by Jones Hall, A
Professional Law Corporation, San Francisco, California, as Bond Counsel. Certain legal matters will also be passed upon for the Agency by Jones
Hall, A Professional Law Corporation, as Disclosure Counsel, and for the Underwriter by Schiff Hardin LLP, San Francisco, California. It is anticipated
that the Bonds will be delivered in book-entry only form through the facilities of DTC on or about June 29, 2016.

HilltopSecurities
The date of this Official Statement is _______________, 2016.
* Preliminary; subject to change.
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MATURITY SCHEDULE

$ _______________ Serial Bonds
(Base CUSIP†: ______)
Maturity
(March 1)

Principal
Amount

Interest
Rate

Price or
Yield

CUSIP†

$ ___ __% Term Bond due March 1, 20__, Price: __% CUSIP† No. ______

† Copyright 2016, American Bankers Association. CUSIP data are provided by Standard & Poor's CUSIP Service Bureau, a division of The McGraw-Hill
Companies, Inc., and are provided for convenience of reference only. Neither the Agency nor the Underwriter assumes any responsibility for the accuracy
of these CUSIP data.
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GENERAL INFORMATION ABOUT THIS OFFICIAL STATEMENT
Use of Official Statement. This Official Statement is submitted in connection with the sale of the
Bonds and may not be reproduced or used, in whole or in part for any other purpose. This Official
Statement is not a contract between any Owner of the Bonds and the Agency or the Underwriter. For
purposes of compliance with Rule 15c2-12 of the United States Securities and Exchange Commission, as
amended (“Rule 15c2-12”), this Preliminary Official Statement constitutes an “official statement” of the
Agency with respect to the Bonds that has been deemed “final” by the Agency as of its date except for the
omission of no more than the information permitted by Rule 15c2-12.
Estimates and Forecasts. When used in this Official Statement and in any continuing
disclosure by the Agency, in any press release and in any oral statement made with the approval of an
authorized officer of the Agency, the words or phrases “will likely result,” “are expected to,” “will continue,”
“is anticipated,” “estimate,” “project,” “forecast,” “expect,” “intend” and similar expressions identify “forward
looking statements” within the meaning of the Private Securities Litigation Reform Act of 1995. Such
statements are subject to risks and uncertainties that could cause actual results to differ materially from
those contemplated in such forward-looking statements. Any forecast is subject to such uncertainties.
Inevitably, some assumptions used to develop the forecasts will not be realized and unanticipated events
and circumstances may occur. Therefore, there are likely to be differences between forecasts and actual
results, and those differences may be material. The information and expressions of opinion herein are
subject to change without notice, and neither the delivery of this Official Statement nor any sale made
hereunder shall, under any circumstances, give rise to any implication that there has been no change in
the affairs of the Agency or any other parties described in this Official Statement since the date hereof.
Limit of Offering. No dealer, broker, salesperson or other person has been authorized by the
Agency or Underwriter to give any information or to make any representations other than those contained
herein and, if given or made, such other information or representation must not be relied upon as having
been authorized by any of the foregoing. This Official Statement does not constitute an offer to sell or the
solicitation of an offer to buy, and there should be no sale of the Bonds by a person in any jurisdiction in
which it is unlawful for that person to make any offer, solicitation or sale.
Limited Scope of Information. The Agency has obtained certain information set forth herein
from sources that are believed to be reliable, but this information is not guaranteed as to accuracy or
completeness. The information and expressions of opinions herein are subject to change without notice
and neither delivery of this Official Statement nor any sale made hereunder shall, under any
circumstances, create any implication that there has been no change in the affairs of the Agency or any
other parties described in this Official Statement since the date hereof. All summaries of or references to
the documents referred to in this Official Statement are made subject to the provisions of such documents
and do not purport to be complete statements of any or all of such provisions. All capitalized terms used
herein, unless noted otherwise, have the meanings given in the Indenture.
Involvement of the Underwriter. The Underwriter has provided the following sentence for
inclusion in this Official Statement: The Underwriter has reviewed the information in this Official
Statement in accordance with, and as part of, its responsibilities to investors under the federal securities
laws as applied to the facts and circumstances of this transaction, but the Underwriter does not guarantee
the accuracy or completeness of the information.
Stabilization of Prices. In connection with this offering, the Underwriter may overallot or effect
transactions that stabilize or maintain the market price of the Bonds at a level above that which might
otherwise prevail in the open market. That stabilizing, if commenced, may be discontinued at any time.
The Underwriter may offer and sell the Bonds to certain dealers and others at prices lower than the public
offering prices contained on the inside cover page of this Official Statement. The public offering prices
may be changed from time to time by the Underwriter.
No Registration. The Bonds have not been registered under the Securities Act of 1933, as
amended (the “Securities Act”), in reliance on an exemption contained in Section 3(a)(2) of the Securities
Act. Also, they have not been registered or qualified under the securities laws of any state.
Website Information Not Incorporated. The Agency maintains an Internet website, but the
information that it contains is not incorporated into this Official Statement.
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__________________________________
OFFICIAL STATEMENT
__________________________________

$__________*
Pajaro Valley Water Management Agency
2016 Water Revenue Refunding Bonds
(Santa Cruz, Monterey and San Benito Counties, California)

INTRODUCTION
This Official Statement, including its cover page, inside cover page and appendices, is
provided to furnish information in connection with the sale by the Pajaro Valley Water
Management Agency (the “Agency”) of the revenue bonds captioned above (the “Bonds”).
The information contained in this section is an introduction to, but not a summary of, this
Official Statement. The introduction is only a brief description of and guide to, and is qualified
by, more complete and detailed information contained in the entire Official Statement, including
its cover page and appendices. A full review should be made of the entire Official Statement,
pursuant to which the offering of the Bonds to potential investors is exclusively made.
No descriptions and summaries of documents contained in this Official Statement
purport to be comprehensive or definitive, and reference is made to each document described
or summarized for complete details of all its terms and conditions. Capitalized terms used but
not defined in this Official Statement have the meanings given in the Indenture. See Appendix
A. All statements in this Official Statement are qualified in their entirety by reference to those
documents.
The Agency. The Agency was created pursuant to Sections 124-1 to 124-1108 of
Chapter 124 of the California Water Code Appendix. See “THE AGENCY.”
Authority for Issuance. The Agency is issuing the Bonds under the following:
(a)
Articles 10 and 11 of Chapter 3 of Part 1 of Division 2 of Title 5 of the
California Government Code, commencing with Section 53570 (the “Bond Law”);
(b)
Resolution No. __________ adopted by the Agency’s board of directors
(the “Board”) on May 18, 2016 (the “Resolution”); and
(c)
an Indenture of Trust dated as of June 1, 2016 (the “Indenture”), by and
between the Agency and The Bank of New York Mellon Trust Company, N.A., as trustee
(the “Trustee”).

* Preliminary; subject to change.
1
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The Water Enterprise. The Agency operates an enterprise for the integrated
management of the ground and surface water resources (the “Water Enterprise”) within the
Pajaro Valley Groundwater Basin (the “Pajaro Basin”). The Agency is a State-chartered water
management district, formed to efficiently and economically manage existing and supplemental
water supplies in order to prevent increase in, and to accomplish continuing reduction of, longterm overdraft. The Agency also works to provide and ensure sufficient water supplies for
present and future anticipated needs within its boundaries, the greater coastal Pajaro Valley.
See “THE AGENCY” and “THE WATER ENTERPRISE.”
Purpose of the Bonds. The Bonds are being issued to provide funds to:
(i)

prepay the Agency’s outstanding obligation under an agreement (the
“Watsonville Contract”) with the City of Watsonville (the “City”) for costs
associated with the construction and operation of a recycled water facility;

(ii)
[fund a debt service reserve fund for the Bonds][ provide a debt service
reserve through the purchase of a reserve fund policy]; and
(iii)

pay the costs of issuing the Bonds.

See “FINANCING PLAN.”
Security for the Bonds. Under the Indenture, the Bonds are payable from and secured
by “Net Revenues” of the Water Enterprise (as defined in this Official Statement; see
“SECURITY FOR THE BONDS”).
Rate Covenant. In the Indenture, the Agency is obligated under a rate covenant to fix,
prescribe, revise and collect rates, fees and charges for the Water Enterprise during each fiscal
year sufficient to pay certain costs of expenses, including debt service on the Bonds and parity
obligations. See “SECURITY FOR THE BONDS – Rate Covenant.”
Debt Service Reserve Fund. As further security for the Bonds, the Agency will deposit
a portion of the proceeds of the Bonds into a debt service reserve fund to be held by the Trustee
under the Indenture, and used if there are insufficient Revenues available to pay debt service on
the Bonds when due. [Upon delivery of the Bonds, the City will deposit a reserve policy (the
“Reserve Policy”) issued by ________ (including its successors and assigns, the “Reserve
Insurer”) with the Trustee in satisfaction of its obligation to fund the Reserve Fund] See
“SECURITY FOR THE BONDS – Reserve Fund.”
Outstanding Parity Debt and Additional Debt of the Agency. Following the issuance
of the Bonds, the Agency will have $______ aggregate principal amount of debt payable on a
parity with the Bonds. See “WATER ENTERPRISE FINANCIAL INFORMATION – Outstanding
Debt.”
The Agency may issue or incur additional obligations in the future on parity with or
subordinate to the Bonds if the conditions set forth in the Indenture are met. See “SECURITY
FOR THE BONDS – Issuance by Agency of Additional Debt.”
Redemption. The Bonds are subject to optional redemption and mandatory sinking
fund redemption before maturity. See “THE BONDS – Redemption.”

2
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Form of Bonds; Book-Entry Only. The Bonds will be issued in fully registered form,
registered in the name of The Depository Trust Company, New York, New York (“DTC”), or its
nominee, which will act as securities depository for the Bonds. Purchasers of the Bonds will not
receive certificates representing the Bonds that are purchased. See “THE BONDS – General
Provisions - Bond Terms” and “APPENDIX F.”
Risks of Investment. An investment in the Bonds involves risk. The debt service
payments are payable from and secured primarily by the Net Revenues of the Water Enterprise.
Investors should read this entire Official Statement to obtain information essential to the making
of an informed investment decision relating to the purchase of any Bonds. For a discussion of
some of the risks associated with the purchase of the Bonds, see “BOND OWNERS’ RISKS.”
Continuing Disclosure. The Agency will covenant for the benefit of owners of the
Bonds to provide certain financial information and operating data relating to the Agency and the
Water Enterprise by not later than nine months following the end of the Agency’s fiscal year
(currently March 31 based on the Agency’s fiscal year ending June 30), commencing March 31,
2017, with the report for the fiscal year ending June 30, 2016, and to provide notices of the
occurrence of certain listed events.
These covenants have been made in order to assist the Underwriter in complying with
Securities Exchange Commission Rule 15c2-12(b)(5), as amended. See “CONTINUING
DISCLOSURE” and “APPENDIX C.”
Application Made for Bond Insurance. Application has been made for bond insurance
to guarantee the scheduled payment of principal of and interest on the Bonds covered. The
Agency’s decision whether or not to obtain a policy will be made at or about the time of the
pricing of the Bonds and will be based on, among other things, market conditions at that time.
No assurance can be given as to whether the Agency will obtain a policy, and, if so, whether the
policy will cover all or less than all the Bonds.
Limited Obligations. The Bonds constitute limited obligations of the Agency and
are not secured by a pledge of the taxing power of the Agency. The Agency has no
taxing power. None of the Bonds or the obligation of the Agency to pay principal thereof
or interest thereon constitutes either a debt or a liability of the Agency, State of California
or any of their respective political subdivisions within the meaning of any Constitutional
limitation on indebtedness, or a pledge of the full faith and credit of the Agency.

3
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FINANCING PLAN
Prepayment of the Watsonville Contract
A portion of the Bond proceeds will be used to prepay the Agency’s obligation under an
agreement, dated as of April 19, 2006 (the “Watsonville Contract”), between the Agency and
the City, under which the Agency is obligated to fund costs associated with the construction and
operation of the Watsonville Recycled Water Facility (the “Facility”). Of the buildings and
processes at the Facility, the City owns, operates, and maintains the treatment plant and the
Agency owns, operates, and maintains the distribution component and blending facilities. The
Watsonville Contract required the Agency to make payments to the City for improvements to the
Facility in return for an entitlement to receive recycled water produced by the Facility (the
“Watsonville Obligations”).
The amount of $_________ will be sufficient to prepay the Watsonville Obligations. As a
result of the deposit into the Prepayment Fund on the date of delivery of the Bonds (the “Closing
Date”), the Watsonville Obligations will be prepaid in full and all liability of the Agency with
respect to the Watsonville Contact will be discharged.
Amounts on deposit in the Prepayment Fund are to be pledged solely to the prepayment
of the Watsonville Obligations and will not be available to pay debt service on the Bonds.

4
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Estimated Sources and Uses of Funds
The estimated sources and uses of funds relating to the Bonds are as follows:
Sources:
Principal Amount of Bonds
Plus/Less: Original Issue Premium/Discount
TOTAL ESTIMATED SOURCES
Uses:
Deposit to Prepayment Fund
Deposit to Costs of Issuance Fund [1]
[Deposit to Reserve Fund [2]]
Underwriter’s Discount
TOTAL ESTIMATED USES
[1]

[2]

$
$

$

$

Represents funds to be used to pay costs of issuance, which include fees of
Bond Counsel, Disclosure Counsel, Municipal Advisor, Trustee, and rating
agency; printing costs; [Reserve Policy premium;] and other miscellaneous
expenses.
Equal to the Reserve Requirement as of the Closing Date. See “SECURITY
FOR THE BONDS – Reserve Fund.”
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Debt Service Schedules
Scheduled debt service on the Bonds is shown in the following table, assuming no
optional redemption occurs prior to their maturity.
Bonds Debt Service Schedule

Date
(March 1)

Principal

Interest

Total

6
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Total
Debt Service

Scheduled debt service on the Bonds and the other long-term obligations of the Agency
payable on a parity with the Bonds is shown in the following table.

Combined Debt Service Schedule

Fiscal Year
2015-16
2016-17
2017-18
2018-19
2019-20
2020-21
2021-22
2022-23
2023-24
2024-25
2025-26
2026-27
2027-28
2028-29
2029-30
2030-31
2031-32
2032-33
2033-34
2034-35
2035-36
2036-37
2037-38
2038-39
2039-40
2040-41
2041-42
2042-43
2043-44
2044-45
2045-46
2046-47
2047-48
2048-49
Total

2005
DWR Loan
$251,415.74
251,415.74
251,415.74
251,415.74
251,415.74
251,415.74
251,415.74
251,415.74
251,415.74
251,415.74
251,415.74
251,415.74
125,707.54
-

2015
Bonds
$2,302,500.56
2,302,200.00
2,301,900.00
2,299,700.00
2,305,100.00
2,305,850.00
2,297,350.00
2,294,850.00
1,547,850.00
1,138,350.00
1,136,100.00
1,141,600.00
1,135,250.00
1,138,150.00
-

$3,142,696.42

$25,646,750.56

2016
Bonds

2016
SWRCB Loan

Total

For a description of the other long-term obligations of the Agency payable on a parity
with the Bonds, see “WATER ENTERPRISE FINANCIAL INFORMATION – Outstanding Debt.”
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THE BONDS
This section provides summaries of the Bonds and certain provisions of the Indenture.
See “APPENDIX A” for a more complete summary of the Indenture.
Authority for Issuance
The Bonds are being issued under the Bond Law, the Resolution and the Indenture.
Under this authority, the Bonds may be issued in a principal amount not to exceed $17,000,000.
General Provisions
Bond Terms. The Bonds will be dated their date of delivery and issued in fully
registered form without coupons in denominations of $5,000 or any integral multiple of $5,000.
The Bonds will mature in the amounts and on the dates, and bear interest at the annual rates,
set forth on the inside cover page of this Official Statement.
The Bonds will be issued as fully registered bonds in book-entry only form, registered in
the name of Cede & Co. as nominee of DTC, and will be available to ultimate purchasers in the
denomination of $5,000 or any integral multiple of $5,000, under the book-entry system
maintained by DTC. While the Bonds are subject to the book-entry system, the principal and
interest with respect to a Bond will be paid by the Trustee to DTC, which in turn is obligated to
remit such payment to its DTC Participants for subsequent disbursement to Beneficial Owners
of the Bonds. Purchasers of the Bonds will not receive certificates representing their interests
therein, which will be held at DTC.
See “APPENDIX F” for further information regarding DTC and the book-entry system.
Payments of Principal and Interest. Principal of the Bonds will be payable in
accordance with the maturity schedule shown on the inside of the front cover of this Official
Statement, subject to any optional or mandatory sinking fund redemptions prior to maturity (see
“- Redemption” below). Interest on the Bonds will be payable on March 1 and September 1 in
each year, commencing on March 1, 2017 (each an "Interest Payment Date").
While the Bonds are subject to the book-entry system, the principal and interest with
respect to the Bonds will be paid by the Trustee to DTC for subsequent disbursement to
beneficial owners of the Bonds. See “–Bond Terms” and “APPENDIX F.”
Interest is payable on each Interest Payment Date to the persons in whose names the
ownership of the Bonds is registered on the Registration Books at the close of business on the
immediately preceding Record Date, except as provided below. Interest on any Bond which is
not punctually paid or duly provided for on any Interest Payment Date is payable to the person
in whose name the ownership of such Bond is registered on the Registration Books at the close
of business on a special record date for the payment of such defaulted interest to be fixed by
the Trustee, notice of which is given to such Owner by first-class mail not less than 10 days
prior to such special record date.
The Trustee will pay interest on the Bonds by check of the Trustee mailed by first class
mail, postage prepaid, on each Interest Payment Date to the Owners of the Bonds at their
respective addresses shown on the Registration Books as of the close of business on the
preceding Record Date.
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At the written request of the Owner of Bonds in an aggregate principal amount of at least
$1,000,000, which written request is on file with the Trustee as of any Record Date, the Trustee
will pay interest on such Bonds on each succeeding Interest Payment Date by wire transfer in
immediately available funds to such account of a financial institution within the United States of
America as specified in such written request, which written request will remain in effect until
rescinded in writing by the Owner.
The Trustee will pay principal of the Bonds in lawful money of the United States of
America by check of the Trustee upon presentation and surrender thereof at the Office of the
Trustee.
Calculation of Interest. Interest on the Bonds is payable from the Interest Payment
Date next preceding the date of authentication thereof unless:
(a)
a Bond is authenticated on or before an Interest Payment Date and after
the close of business on the preceding Record Date, in which event it will bear interest
from such Interest Payment Date,
(b)
a Bond is authenticated on or before the first Record Date, in which event
interest thereon will be payable from the Closing Date, or
(c)
interest on any Bond is in default as of the date of authentication thereof,
in which event interest thereon will be payable from the date to which interest has been
paid in full, payable on each Interest Payment Date.
“Record Date” means, with respect to any Interest Payment Date, the 15th calendar day
of the month preceding such Interest Payment Date.
Redemption*
Optional Redemption from any Source of Available Funds. The Bonds maturing on
or before March 1, 2025, are not subject to optional redemption prior to their respective stated
maturity dates.
The Bonds maturing on or after March 1, 2026, are subject to redemption in whole, or in
part among maturities on such basis as set forth in a Certificate of the Agency filed with the
Trustee, and in any event by lot within a maturity, at the option of the Agency, from any
available source of funds, on any date on or after March 1, 2025, at a redemption price equal to
100% of the principal amount thereof to be redeemed together with accrued interest to the
redemption date, without premium.
Mandatory Sinking Fund Redemption. The Bonds maturing on March 1, 20__ (the
“Term Bonds”) are also subject to redemption, in part by lot, on March 1 in each of the years as
set forth in the following table, from sinking payments made for such purpose under the
Indenture, at a redemption price equal to the principal amount thereof to be redeemed together
with accrued interest thereon to the redemption date, without premium, in the aggregate
respective principal amounts set forth in the following table.

* Preliminary; subject to change.
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Term Bonds Maturing March 1, 20__
Sinking Fund
Redemption Date
(March 1)

Principal
Amount To Be
Redeemed

20__ (Maturity)
Purchase in Lieu of Redemption. In lieu of optional redemption or mandatory sinking
fund redemption as described above, moneys in the Bond Fund or other funds provided by the
Agency may be used and withdrawn by the Trustee for purchase of Outstanding Bonds, upon
the filing with the Trustee of an Certificate of the Agency requesting such purchase, at public or
private sale as and when, and at such prices (including brokerage and other charges) as such
Certificate of the Agency may provide, but in no event may Bonds be purchased at a price in
excess of the principal amount thereof, plus interest accrued to the date of purchase and any
premium that would otherwise be due if such Bonds were to be redeemed in accordance with
this Indenture. Any Bonds purchased pursuant to this subsection will be treated as outstanding
Bonds under this Indenture, except to the extent otherwise directed by the General Manager of
the Agency.
Selection of Bonds for Redemption. Whenever provision is made in the Indenture for
the redemption of less than all of the Bonds, the Agency will direct the Trustee regarding the
Bonds to be redeemed, and if not so directed, the Trustee will select the Bonds to be redeemed
pro rata among maturities and by lot within a single maturity, and in the case of mandatory
sinking fund redemption, by lot within the maturity being called for redemption. For purposes of
such selection, all Bonds will be deemed to be comprised of separate $5,000 denominations
and such separate denominations will be treated as separate Bonds that may be separately
redeemed.
Notice of Redemption. The Trustee on behalf and at the expense of the Agency will
mail (by first class mail) notice of any redemption to the respective Owners of any Bonds
designated for redemption at their respective addresses appearing on the Registration Books, to
the Municipal Securities Rulemaking Board and to the Securities Depositories, at least 30 but
not more than 60 days prior to the date fixed for redemption; provided, however, that neither
failure to receive any such notice so mailed nor any defect therein will affect the validity of the
proceedings for the redemption of such Bonds or the cessation of the accrual of interest
thereon.
Such notice will state the date of the notice, the redemption date, the redemption place
and the redemption price and must designate the CUSIP numbers, the Bond numbers and the
maturity or maturities (in the event of redemption of all of the Bonds of such maturity or
maturities in whole) of the Bonds to be redeemed, and must require that such Bonds be then
surrendered at the Office of the Trustee identified in such notice for redemption at the
redemption price, giving notice also that further interest on such Bonds will not accrue from and
after the redemption date.
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Rescission of Redemption Notice. The Agency has the right to rescind any notice of
the optional redemption of Bonds by written notice to the Trustee on or prior to the date fixed for
redemption. Any notice of redemption will be cancelled and annulled if for any reason funds are
not available on the date fixed for redemption for the payment in full of the Bonds then called for
redemption, and such cancellation will not constitute an Event of Default under the Indenture.
The Agency and the Trustee have no liability to the Owners or any other party related to or
arising from such rescission of redemption. The Trustee will cause notice of such rescission to
be mailed, first class mail, postage prepaid, to the respective Owners of any Bonds designated
for redemption, at their addresses appearing on the Registration Books, and to the Municipal
Securities Rulemaking Board and the Securities Depositories.
Effect of Redemption. From and after the date fixed for redemption, if notice of
redemption has been duly mailed and funds available for the payment of the principal of and
interest (and premium, if any) on the Bonds so called for redemption have been duly provided,
such Bonds so called shall cease to be entitled to any benefit under this Indenture other than
the right to receive payment of the redemption price, and no interest shall accrue thereon from
and after the redemption date specified in such notice.
Transfer and Exchange
Transfer. Any Bond may, in accordance with its terms, be transferred, upon the
Registration Books, by the person in whose name it is registered, in person or by a duly
authorized attorney of such person, upon surrender of such Bond to the Trustee at its Office for
cancellation, accompanied by delivery of a written instrument of transfer in a form acceptable to
the Trustee, duly executed. The Trustee will collect any tax or other governmental charge on
the transfer of any Bonds described in this paragraph. Whenever any Bond or Bonds is
surrendered for transfer, the Agency will execute, and the Trustee will authenticate and deliver
to the transferee, a new Bond or Bonds of like series, interest rate, maturity and aggregate
principal amount. The Agency shall pay the cost of printing Bonds and any services rendered or
expenses incurred by the Trustee in connection with any transfer of Bonds.
Exchange. The Bonds may be exchanged at the Office of the Trustee for a like
aggregate principal amount of Bonds of other authorized denominations and of the same series,
interest rate and maturity. The Trustee will collect any tax or other governmental charge on the
exchange of any Bonds described in this paragraph. The Agency will pay the cost of printing
Bonds and any services rendered or expenses incurred by the Trustee in connection with any
exchange of Bonds.
Limitations. The Trustee may refuse to transfer or exchange, under the provisions of
on the Indenture described above, any Bonds selected by the Trustee for redemption or any
Bonds during the period established by the Trustee for the selection of Bonds for redemption.
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SECURITY FOR THE BONDS
This section provides summaries of the security for the Bonds and certain provisions of
the Indenture. See “APPENDIX A” for a more complete summary of the Indenture.
Net Revenues; Pledge of Net Revenues
Pledge of Net Revenues and Other Amounts. Subject only to the provisions of the
Indenture permitting the application thereof for the purposes and on the terms and conditions
set forth therein, all of the Net Revenues and all amounts held in any fund or account
established under the Indenture are pledged to secure the payment of the principal of and
interest and premium (if any) on the Bonds on a parity with the pledge that secures the all
outstanding Parity Obligations and in accordance with their terms and the provisions of the
Indenture.
This pledge constitutes a lien on and security interest in the Net Revenues and such
amounts held under the Indenture, and will attach, be perfected and be valid and binding from
and after the Closing Date, without the need for any physical delivery thereof or further act.
“Net Revenues” means, for any period, an amount equal to all of the Gross Revenues
received during such period, minus the amount required to pay all Operation and Maintenance
Costs becoming payable during such period.
“Gross Revenues” means all gross charges (including surcharges, if any) received for,
and all other gross income and receipts derived by the Agency from, the ownership and
operation of the Water Enterprise or otherwise arising from the Water Enterprise, including but
not limited to
(a) all in lieu charges and groundwater augmentation charges collected by or on
behalf of the Agency,
(b) all income, rents, rates, fees, charges, business interruption insurance
proceeds or other moneys derived by the Agency from the sale, furnishing and supplying
of the water, drainage or other services, facilities, and commodities sold, furnished or
supplied through the facilities of or in the conduct or operation of the business of the
Water Enterprise,
(c) any amounts transferred to the Water Fund from a Rate Stabilization Fund,
and
(d) investment earnings on amounts held in the Water Fund or in any other fund
established with respect to the Water Enterprise.
Gross Revenues do not include (i) customers' deposits or any other deposits or
advances subject to refund until such deposits or advances have become the property of the
Agency, (ii) the proceeds of any ad valorem property taxes received by the Agency, (iii) the
proceeds of any special assessments or special taxes levied upon real property received by the
Agency the application of which is restricted by law, and (iv) the proceeds of any grants.
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“Operation and Maintenance Costs” means the reasonable and necessary costs and
expenses paid by the Agency for maintaining and operating the Water Enterprise, including but
not limited to
(a) the reasonable expenses of management and repair and other costs and
expenses necessary to maintain and preserve the Water Enterprise in good repair and
working order and
(b) the reasonable administrative costs of the Agency attributable to the
operation and maintenance of the Water Enterprise;
but in all cases excluding (i) interest expense relating to subordinate obligations and unsecured
obligations of the Agency, (ii) depreciation, replacement and obsolescence charges or reserves
therefor, and (iii) amortization of intangibles or other bookkeeping entries of a similar nature.
Deposit and Transfer of Net Revenues
Flow of Funds. The Agency has previously established the Water Fund, which it will
continue to hold and maintain for the purposes and uses set forth herein.
The Agency shall deposit all Gross Revenues in the Water Fund promptly upon the
receipt thereof, and shall apply amounts in the Water Fund solely for the uses and purposes set
forth herein and purposes set forth in the Parity Obligation Documents.
In addition to withdrawals required to pay principal of and interest on the outstanding
Parity Obligations when due, the Agency shall withdraw amounts on deposit in the Water Fund
and apply such amounts at the times and for the purposes, and in the priority, as follows:
(a)

Bond Fund. On or before the 3rd Business Day of the month preceding
each Interest Payment Date, so long as any Bonds remain Outstanding
hereunder, the Agency shall withdraw from the Water Fund and pay to the
Trustee for deposit into the Bond Fund (which the Trustee shall establish
and hold in trust hereunder) an amount which, together with other available
amounts then on deposit in the Bond Fund, is at least equal to the
aggregate amount of principal (including sinking fund payments) of and
interest coming due and payable on the Bonds on such Interest Payment
Date.
The Trustee shall apply amounts in the Bond Fund solely for the purpose of
(i) paying the interest on the Outstanding Bonds when due and payable
(including accrued interest on any Bonds purchased or redeemed
hereunder), and (ii) paying the principal (including sinking fund payments)
of the Bonds at the maturity thereof.
If amounts in the Bond Fund are insufficient for the purpose set forth in the
preceding paragraphs with respect to any Interest Payment Date, the
Trustee shall withdraw from the Reserve Fund, in accordance with the
Indenture, to the extent of any funds or Permitted Investments therein,
amounts to cover the amount of such Bond Fund insufficiency. Amounts so
withdrawn from the Reserve Fund shall be deposited in the Bond Fund.
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If, after the foregoing transfers, there are insufficient funds in the Bond
Fund to pay the principal (including sinking fund payments) of, and interest
and any premium, due and payable on such Interest Payment Date on the
Bonds, the Trustee shall apply the available funds first to the payment of
interest on the Bonds, then to the payment of principal due on the Bonds
other than by reason of sinking fund payments, if any, and then to payment
of principal due on the Bonds by reason of sinking fund payments.
Upon the payment of all Outstanding Bonds and Parity Obligations, the
Trustee shall transfer any moneys remaining in the Bond Fund to the
Agency for deposit into the Water Fund.
(b)

Redemption Fund. If the Agency elects to redeem Outstanding Bonds
pursuant to the Indenture, the Agency shall transfer to the Trustee for
deposit into the Redemption Fund (which the Trustee shall thereupon
establish and hold in trust hereunder) an amount at least equal to the
redemption price of the Bonds, excluding accrued interest, which is payable
from the Bond Fund. Amounts in the Redemption Fund shall be applied by
the Trustee solely for the purpose of paying the redemption price of Bonds
to be redeemed under the Indenture. Following any such redemption of the
Bonds, any moneys remaining in the Redemption Fund shall be transferred
by the Trustee to the Agency for deposit into the Water Fund.

(c)

Reserve Fund. On each Interest Payment Date, the Agency shall withdraw
from the Water Fund and pay to the Trustee for deposit into the Reserve
Fund an amount, taking into account amounts then on deposit in the
Reserve Fund, such that the amount in the Reserve Fund is equal to the
Reserve Requirement.

Other Uses of Water Fund. The Agency shall manage, conserve and apply moneys in
the Water Fund in such a manner that all deposits required to be made under the Indenture and
under any agreement, indenture of trust, resolution or other instrument authorizing the issuance
of Parity Obligations ("Parity Obligations Documents;" see "- Issuance by Agency of
Additional Debt " below) will be made at the times and in the amounts so required. Subject to
the foregoing sentence, so long as no Event of Default has occurred and is continuing, the
Agency may at any time use and apply moneys in the Water Fund for any one or more of the
following purposes:
(i)

the payment of the Operation and Maintenance Costs of the Water
Enterprise,

(ii)

the acquisition and construction of extensions and betterments to the Water
Enterprise;

(iii)

the redemption of any of the Bonds or Parity Obligations that are then
subject to redemption or the purchase thereof from time to time in the open
market, at prices and in such manner, either at public or private sale, or
otherwise, as the Agency in its discretion may determine; or

(iv)

any other lawful purpose of the Agency relating to the Water Enterprise.
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All moneys in the Water Fund may be invested by the Agency from time to time in any
securities in which the Agency may legally invest funds subject to its control.
Reserve Fund
Establishment and Deposits. The Indenture establishes a Reserve Fund, which will
be held by the Trustee for the benefit of the Owners as a reserve for the payment of the
principal of, and interest and any premium on, the Bonds and shall be subject to a lien in favor
of the Owners of the Bonds.
Reserve Requirement. The Reserve Fund will be established and maintained in an
amount equal to the Reserve Requirement (as defined below), which as of the Closing Date is
$___________. [The Reserve Requirement for the Bonds will be satisfied by the delivery of the
Reserve Policy by the Reserve Insurer to the Trustee on the Closing Date.] See “FINANCING
PLAN.” Thereafter, additional deposits may be made to the Reserve Fund from time to time.
The “Reserve Requirement” is defined in the Indenture to mean that amount as of any
date of calculation equal to the least of:
(a)

Maximum Annual Debt Service on the Outstanding Bonds,

(b)

125% of average Annual Debt Service on the Outstanding Bonds and

(c)

10% of the original principal amount of the Bonds.

Disbursements. Except as otherwise provided in the Indenture, all amounts [deposited
in the Reserve Fund][available under the Reserve Policy] shall be used and withdrawn by the
Trustee solely for the purpose of making transfers to the Bond Fund in the event of any
deficiency at any time in the Bond Fund of the amount then required for payment of the principal
(including sinking fund payments) of, and interest and any premium on, the Bonds or, in
accordance with the provisions of this Section, for the purpose of redeeming Bonds from the
Bond Fund. Whenever a transfer is made from the Reserve Fund to the Bond Fund due to a
deficiency in the Bond Fund, the Trustee shall provide written notice thereof to the Agency
specifying the amount withdrawn.
[The Trustee will comply with all documentation relating to the Reserve Policy as
required to maintain the Reserve Policy in full force and effect and as required to receive
payments thereunder if and to the extent required to make any payment when and as required
under the Indenture.
The City will have no obligation to replace the Reserve Policy or to fund the Reserve
Fund with cash or any other security if, at any time that the Bonds are Outstanding, amounts are
not available under the Reserve Policy.
Pursuant to the Indenture, the City and the Trustee will agree to comply with certain
provisions regarding the repayment of any draws under the Reserve Policy and the payment of
all related reasonable expenses incurred by the Reserve Insurer.]
See APPENDIX A for [a complete description of the timing, purpose and manner of
disbursements from the Reserve Fund][further description of the Reserve Policy].
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Rate Stabilization Fund
The Agency has the right (but not the obligation) at any time to establish a fund to be
held by it and administered in accordance with the Indenture for the purpose of stabilizing the
rates and charges imposed by the Agency with respect to the Water Enterprise. From time to
time the Agency may deposit amounts in the Rate Stabilization Fund, from any source of legally
available funds, including but not limited to Net Revenues which are released from the pledge
and lien which secures the Bonds and any Parity Obligations, as the Agency may determine.
The Agency may, but is not be required to, withdraw from any amounts on deposit in the
Rate Stabilization Fund and deposit such amounts in the Water Fund in any fiscal year for the
purpose of paying the principal (including sinking fund payments) of and interest on the Bonds
or any Parity Obligations coming due and payable in such fiscal year. Amounts so transferred
from the Rate Stabilization Fund to the Water Fund will constitute Gross Revenues for such
fiscal year (except as otherwise provided herein), and will be applied for the purposes of the
Water Fund. Amounts on deposit in the Rate Stabilization Fund are not pledged to and do not
secure the Bonds or any Parity Obligations. All interest or other earnings on deposits in the
Rate Stabilization Fund will be retained therein or, at the option of the Agency, be applied for
any other lawful purposes. The Agency may at any time withdraw any or all amounts on deposit
in the Rate Stabilization Fund and apply such amounts for any other lawful purposes of the
Agency.
Rate Covenant
Covenant Regarding Gross Revenues. Under the Indenture, the Agency is required
to fix, prescribe, revise and collect rates, fees and charges for the services and facilities
furnished by the Water Enterprise during each fiscal year that are at least sufficient, after
making allowances for contingencies and error in the estimates, to pay the following amounts in
the following order:
(i)

all Operation and Maintenance Costs estimated by the Agency to become
due and payable in the fiscal year;

(ii)

The principal (including sinking fund payments) of and interest on all
outstanding Bonds and Parity Obligations, as they become due and
payable during the fiscal year, without preference or priority;

(iii)

All amounts, if any, required to restore the balance in the Reserve Fund
and any reserve funds established for any Parity Obligations to their
required levels; and

(iv)

All payments required to meet any other obligations of the Agency that are
charges, liens, encumbrances upon, or that are otherwise payable from, the
Gross Revenues or the Net Revenues during such fiscal year.

Covenant Regarding Net Revenues. Under the Indenture, the Agency is also required
to fix, prescribe, revise and collect rates, fees and charges for the services and facilities
furnished by the Water Enterprise during each fiscal year that are sufficient to yield Net
Revenues (including any amounts transferred from a Rate Stabilization Fund) at least equal to
110% of the following:
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(i)

The principal (including sinking fund payments) of and interest on all
outstanding Bonds and Parity Obligations, as they become due and
payable during the fiscal year, without preference or priority; and

(ii)

All payments required to meet any other obligations of the Agency that are
charges, liens, encumbrances upon, or that are otherwise payable from, the
Net Revenues during such fiscal year.

provided, however, that if the actual collection of Net Revenues based on such rates, fees and
charges is insufficient to yield Net Revenues that meet such requirement, such event shall not
constitute an Event of Default unless it has continued uncured for a period of at least 12
months.
Issuance by Agency of Additional Debt
Superior and Subordinate Obligations. Under the Indenture, the Agency may not
issue or incur any additional bonds or other obligations having any priority in payment of
principal or interest out of the Gross Revenues or the Net Revenues over the Bonds.
Under the Indenture, the Agency may issue, enter into or incur:
(a)

Parity Obligations, in accordance with the conditions described below, or

(b)
obligations which are either unsecured or which are secured by an
interest in the Net Revenues which is junior and subordinate to the pledge of and lien
upon the Net Revenues established under the Indenture.
Conditions for Issuance of Parity Obligations. Under the Indenture, the Agency may
issue additional Parity Obligations from time to time in such principal amount as it determines,
subject to the following conditions precedent:
(a)

No Event of Default (or no event with respect to which notice has been
given and which, once all notice of grace periods have passed, would
constitute an Event of Default) has occurred and is continuing.

(b)

The amount of Net Revenues (excluding amounts derived from the Rate
Stabilization Fund, if any) as shown by the books of the Agency for the
most recent completed fiscal year for which audited financial statements of
the Agency are available or for any more recent consecutive 12-month
period selected by the Agency, in either case verified by an Independent
Accountant or a Financial Consultant or shown in the audited financial
statements of the Agency, plus at the option of the Agency any Additional
Revenues, are at least equal to 110% of the amount of Maximum Annual
Debt Service.

(c)

The issuance of such Parity Obligations shall comply with all conditions to
the issuance thereof as set forth in the applicable provisions of the
respective Parity Obligation Documents.

(d)

The Agency shall deliver to the Trustee a Certificate of the Agency
certifying, and an opinion of Bond Counsel stating, that the conditions
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precedent to the issuance of such Parity Obligations set forth in the
foregoing subsections (a), (b) and (c) described above have been satisfied.
“Parity Obligations” means (a) the 2005 DWR Loan, (b) the 2015 Bonds, (c) the Bonds
and (d) all bonds, notes, loan agreements, installment sale agreements, leases or other
obligations of the Agency payable from and secured by a pledge of and lien upon any of the Net
Revenues issued or incurred on a parity with the Bonds pursuant to the Indenture.
“Additional Revenues” means, with respect to the issuance of any Parity Obligations,
any or all of the following amounts:
(a)

An allowance for Net Revenues from any additions or improvements to or
extensions of the Water Enterprise to be made by the Agency during the 36
month period following the issuance of such Parity Obligations, in an
amount equal to 100% of the estimated additional average annual Net
Revenues to be derived from all properties which are improved with a
structure the construction of which has been completed prior to the date of
issuance of such Parity Obligations and to which service will be provided by
such additions, improvements and extensions, all as shown by the
certificate or opinion of a Financial Consultant.

(b)

An allowance for Net Revenues arising from any increase in the charges
made for service from the Water Enterprise which has become effective
prior to the incurring of such Parity Obligations but which, during all or any
part of the most recent completed fiscal year for which audited financial
statements of the Agency are available, or for any more recent consecutive
12-month period selected by the Agency under Section 5.08(b), was not in
effect, in an amount equal to the total amount by which the Net Revenues
would have been increased if such increase in charges had been in effect
during the whole of such fiscal year or 12-month period, all as shown by the
certificate or opinion of a Financial Consultant.

Insurance; Net Proceeds
The Agency will at all times maintain with responsible insurers all such insurance on the
Water Enterprise as is customarily maintained with respect to works and properties of like
character against accident to, loss of or damage to the Water Enterprise. If any useful part of
the Water Enterprise is damaged or destroyed, such part must be restored to usable condition.
All amounts collected from insurance against accident to or destruction of any portion of
the Water Enterprise shall be used to repair or rebuild such damaged or destroyed portion of the
Water Enterprise, and to the extent not so applied, shall be applied to redeem the Bonds or any
Parity Obligations in accordance with this Indenture and the Parity Obligation Documents,
respectively.
The Agency will also maintain, with responsible insurers, worker's compensation
insurance and insurance against public liability and property damage to the extent reasonably
necessary to protect the Agency, the Trustee and the Owners of the Bonds.
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THE WATER ENTERPRISE
Background and Location
Formation and Authority. The Agency is a water management agency formed in 1984
under the Pajaro Valley Water Management Agency Act (California Water Code Appendix,
Chapter 124, Sections 124-1 to 124-1108) (the “Act”).
The Agency is an independent local agency governed by a seven-member Board. See
“- Governance and Management.”
Purposes. The Agency has the primary responsibility for management of the Pajaro
Valley groundwater basin. It is authorized to acquire, plan, construct, maintain, improve,
operate and repair necessary works for the protection of groundwater and for any reclamation
and replenishment of groundwater. The Agency’s activities focus on halting seawater intrusion
(“SWI”) by balancing the overdraft conditions in the Pajaro basin.
Basin Management Plan. The Agency’s Basin Management Plan (the “BMP”) is the
principal document that guides the major projects and programs of the Agency. The first BMP
was adopted in 1994, and the current version was adopted by the Board in 2002 and updated in
2014. The purposes of the BMP are: to present and evaluate basin management strategies and
select alternatives that will allow the Agency to balance water demand with sustainable water
supplies; to prevent seawater intrusion in the Agency’s service area; and to propose long-term
programs to protect water supply and quality in the Pajaro basin.
The current BMP, as revised in 2014, contemplates new projects in connection with a
conservation program and a revised rate structure, as well as increased recycled water storage
at the treatment plant, increased recycled water deliveries, upgrades to the Harkins Slough
Recharge facilities, diverting water from Watsonville Slough to surficial aquifers and from the
Pajaro River to recharge the basin in the vicinity of Murphy Crossing, and sending water from
College Lake to the Coastal Distribution System (the “CDS”) through a new pipeline. See “Drought and Response” below.
The Act specifically prohibits the Agency from supplying potable water, which is intended
to remain the responsibility of local water suppliers. Therefore, all Agency projects considered
and approved in the BMP only supply non-potable water for irrigation purposes. Agency
activities also do not include flood control, stream restoration or habitat management (except as
mitigations for Agency projects), which are the responsibility of state or county jurisdictions.
Service Area. The Agency’s service area covers approximately 70,000 acres and is
generally located in the northern portion of Monterey County and the southern portion of Santa
Cruz County, bordering the coast of the Pacific Ocean along a portion of Monterey Bay, and
includes the City of Watsonville and the community of Moss Landing. For the location of the
service area, see the map below.
The elevation above sea level of the Agency’s service area varies from approximately 20
feet on the valley floor to approximately 400 feet in the inland hills.
For certain economic and demographic information regarding the region in and around
the Agency’s service area, see APPENDIX D.
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Governance and Management
Board of Directors. Under the Act, the Agency is governed by a seven-member Board
of Directors (the “Board”), all of whom are voters of, and residents within, the Agency’s service
area. The members of the Board are selected as follows.
Four members of the board are elected by the registered voters within the boundaries of
the Agency. Three members of the Board are appointed. The appointed members of the Board
must reside within the Agency’s jurisdiction, must derive at least 51% of their net income from
the production of agricultural products, as certified by affidavit, and must be appointed by the
following agencies: one member each by the Board of Supervisors of Monterey County, the
Board of Supervisors of Santa Cruz County, and the City of Watsonville. The appointments
may be made from lists of not less than three nor more than five persons submitted to the
appointing power for each vacancy by the Santa Cruz County Farm Bureau and the Monterey
County Farm Bureau.
The current members of the Board, and the expiration dates of their terms of office, are
set forth below.
Board Member

Expiration of Term

Rosemarie Imazio, Chair

Appointee,
City of Watsonville

November 30, 2016

Amy Newell, Vice Chair

Elected, District "C"
Santa Cruz County

November 30, 2018

David Cavanaugh, Member

Appointee,
County of Santa Cruz

December 1, 2016

Dwight Lynn, Treasurer

Elected, District "A"
Santa Cruz County

November 30, 2018

Rich Persoff, Member

Elected, District "B"
Santa Cruz County

November 30, 2016

Paul Faurot, Member

Elected, District "D"
Santa Cruz, Monterey and
San Benito Counties

November 30, 2016

Javier Zamora, Member

Appointee,
County of Monterey

December 1, 2016

Management.
General Manager. The General Manager, who is hired by the Board, oversees the
Agency’s staff and reports directly to the Board. Mary Bannister, RG, CEG, General Manager,
is a state of California registered geologist and certified engineering geologist, with over 30
years of experience in ground water management, water supply projects, coastal engineering,
and groundwater contamination remediation. Ms. Bannister earned her bachelor’s degree in
Earth Science from the University of California Santa Cruz.
Ms. Bannister has been with the Agency since 1999 and was named General Manager
in 2008. There were numerous challenges facing the Agency when she took on the leadership
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role, including several lawsuits challenging the Agency’s rate structure. Ms. Bannister
successfully led the Agency and the Pajaro Valley community through a rigorous Proposition
218 rate process in 2010 that led to precedence-setting court decisions supporting the Agency’s
methodology. Ms. Bannister oversees a staff of 13 committed to excellent groundwater
management in one of the most fertile agricultural communities in the state and country.
Administrative Services Manager. The Administrative Services Manager manages the
Agency’s fiscal and administrative functions. Teresa Delfino has been with the Agency since
2012. Ms. Delfino earned her bachelor’s degree in Economics with an Emphasis in
Administration from the University of California Santa Cruz. She has worked locally in
administration and finance for 25 years in both the public and private sector.
Senior Water Resources Hydrologist. Brian Lockwood, MSc, PG, CHg, is the Senior
Water Resources Hydrologist. He leads the basin monitoring and water quality programs
providing technical analysis, review, and oversight for projects related to managed aquifer
recharge, seawater intrusion, groundwater quality, conjunctive use, hydrologic modeling,
recycled water and groundwater production. Mr. Lockwood earned his B.S. and M.Sc. degrees
from the University of California, Santa Cruz, and is a California Professional Geologist (PG)
and Certified Hydrogeologist (CHg), with over 10 years of experience in surface and
groundwater investigations.
Employees
General. The Agency currently employs approximately 13 full-time eequivalent funded
positions.
Labor Relations. The Agency’s employee organization, pursuant to the Meyers-MiliasBrown Act, serves to represent employees in their relations with the Board and the General
Manager.
The Agency contributes to the California Public Employees Retirement System
(“CalPERS”) for its employees. See “– WATER ENTERPRISE FINANCIAL INFORMATION”
and APPENDIX B.
Operations
The primary operations of the Agency consist of providing (i) supplemental water service
to groundwater users throughout the Pajaro Basin and (ii) delivered water supplies to property
owners, as further described below.
Supplemental Water Service. Supplemental water service is intended to
protect and maintain the ability of property owners basin-wide to continue ongoing
groundwater extraction, secure basin water supply, retard seawater intrusion, reduce
overdraft, promote water conservation, and avoid groundwater pumping limits that could
be imposed by the Agency, State Water Resources Control Board, or court adjudication
and order.
Supplemental water service includes (a) the design, construction, operation,
maintenance, management, repair, replacement and improvement of the Agency’s
existing and planned projects and facilities and water meters, (b) ongoing debt service
related to the design and construction of the projects and facilities, (c) groundwater
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modeling, water quality monitoring, water resources and groundwater basin planning
and management, including periodic updates of the BMP, as appropriate to evaluate the
effectiveness of the existing projects, determine improvements and enhancements, and
identify future supplemental water projects that will further reduce groundwater overdraft
and retard seawater intrusion, and (d) activities and actions to implement the
groundwater management program as described in the BMP.
The supplemental water service includes a metering program that includes
installing, maintaining, operating, repairing and reading meters. Meters are installed on
all wells capable of extracting 10 acre-feet or more per year. There are four well types in
the service area of the Agency; (i) municipal wells operated by retail water providers; (ii)
agricultural wells; (iii) industrial wells; and (iv) small wells that serve rural residential
parcels not connected to a public or community water system.
Delivered Water Service. The delivered water service is available to customers
(growers) within a 7,000-acre area along the Monterey Bay coast that is either suffering
from or threatened by seawater intrusion. The delivered water service consists of
blending several supplemental water supplies, such as recycled water, water recovered
from a managed aquifer recharge and recovery facility, City of Watsonville potable water
and groundwater, and conveying water to customers through the CDS, which consist of
over 20 miles of pipeline ranging in diameter from 42 inches to 16 inches.
Delivered water service includes the design, construction, operation,
maintenance, management, repair, replacement and improvement of the Watsonville
Recycled Water Facility (including supplemental wells), the Harkins Slough Recharge
Facility, the CDS, turnouts, turnout meters, other facilities that provide irrigation water to
Agency delivered water service customers, and facilities that provide for the delivery of
water supplies at pressures appropriate for agricultural irrigation.
Facilities
The Agency’s facilities include supplemental water facilities, a recycled water facility, and
over 20 miles of the CDS, all as described in further detail below. In addition, the Agency
operates two blend water wells and a connection to the City of Watsonville’s potable water
system.
Supplemental Water Facilities. The Agency operates four supplemental water
facilities, including the Harkins Slough Recharge Facility, which was completed in 2002 and
includes two diversion pumps located on Harkins Slough, three intermediate pumps that pump
the slough water to a 15-acre recharge facility, and 12 production (recovery) wells that are used
to extract percolated Harkins Slough water for use as a source of supplemental irrigation supply.
The Harkins Slough Facility has diverted and recharged over 7,700 acre-feet of water since
2002 that would have otherwise flowed out to Monterey Bay.
Recycled Water Facility. The recycled water facility consists of three treatment
facilities, distribution pumps and storage tanks. The first treatment facility is a DensaDeg®
coagulation, sedimentation and flocculation facility. The second is a cloth media filtration
facility. The third is an ultra-violet light disinfection facility, which overlies an 800,000 gallon wet
well. Adjacent to the wet well is a 500,000 gallon storage tank. At present, four distribution
pumps, each equipped with a 350 HP variable speed drive for a combined capacity of 12,000
GPM, are used to move recycled water blended with potable water into the CDS.
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Coastal Distribution System. The CDS consists of over 20 miles of pipeline ranging in
size from 16 inches to 42 inches in diameter. Approximately 80 turnouts exist along the
pipeline, with 8 inches in typical diameter. Each has a flow meter, Cla-Val Flow and pressure
regulating valve, and other appurtenances. The primary blend supplies to the CDS are the two
blend wells and the City of Watsonville’s potable water system. The first blend well has a
capacity of 1,500 GPM, and the second blend well has a capacity of 2,000 GPM. The potable
connection with the City can supply 2,000 GPM.
In 2015, delivered supplemental water from Agency facilities supplied 4,600 acre feet
(over 1.5 billion gallons) to ranches in the coastal areas of Santa Cruz, Monterey and San
Benito counties.
Regulatory Requirements
The Agency is subject to a master reclamation permit for production and distribution of
recycled water, a water rights permit for up to 2,000 acre feet from Harkins and Watsonville
sloughs and a National Pollutant Discharge Elimination System (NPDES) low-threat discharge
permit for Harkins slough diversion.
The Agency is required to file annual reports in order to comply with the above listed
permits.
Drought and Response
The State of California is currently experiencing a severe drought and the Pajaro Valley
is in a state of “extreme drought” (the second most severe drought classification) according to
the U.S. Drought Monitor. On January 17, 2014, California Governor Edmund G. Brown
proclaimed a drought emergency in the State and asked Californians to reduce water use by
20%. In April of 2014, the Governor formed a task force to respond to the drought. On April 1,
2015, the Governor signed an Executive Order that, among other measures, requires the
SWRCB to impose mandatory restrictions on water use through February 28, 2016 to achieve a
Statewide 25% reduction in potable urban water usage compared to the amount used in 2013.
On February 2, 2016, based on the Governor’s Executive Order, the SWRCB approved an
updated and expanded emergency regulation that will continue mandatory reductions through
October 2016.
Effective July 28, 2014, the SWRCB enacted emergency drought regulations due to the
severe ongoing drought conditions throughout the State. These regulations prohibit certain
outdoor water uses and require urban water agencies to either implement mandatory outdoor
water use restrictions that limit outdoor watering to two-days a week or implement outdoor water
restrictions as outlined in their water shortage contingency plans, or, agencies like the District,
who have an allocation based rate structure, may submit an alternate plan that the level of water
conserved due to the rate structure and other conservation programs that is “superior” to that
achieved by restricting outside watering to two-days a week.
On September 16, 2014, the Governor signed legislation, known as the Sustainable
Groundwater Management Act, to strengthen local management and monitoring of groundwater
basins. The legislation allows local agencies to tailor sustainable groundwater plans to their
regional needs, and mandates that local groundwater management agencies be identified by
2017 and that high and medium priority basins have sustainability plans by 2020 and achieve
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sustainability by 2040. The Agency was named in the legislation as an exclusive local agency
within its boundaries to manage groundwater, and has applied to be the Groundwater
Sustainability Agency for the basin.
As part of the BMP update, a goal of saving 5,000 acre-feet per year of water through
conservation efforts was identified (the “BMP Conservation Program”), which accounts for
approximately 40% of the proposed solution to the problems of groundwater overdraft and
seawater intrusion. The BMP update projects that such water conservation goal will be met by
2023, and progress toward achieving the goal will be evaluated by comparing a 5-year rolling
average against the 5-year average baseline water use period from 2006 to 2010.
A few key elements have been identified for the BMP Conservation Program, including
flexibility and technical support services that span one or more growing seasons to support the
adoption by growers of more efficient water management practices. In addition, the Agency has
conducted a valley-wide analysis of water use and irrigated acreage by crop type in order to
better understand the range of crop water use and identify where support could be most
beneficial. The program provides technical and financial assistance to participating growers to
maximize the adoption of more efficient water management practices. The BMP Conservation
Program also includes grower workshops and trainings, and a high-level of engagement with
local partners and stakeholders to define roles, streamline activities, and leverage resources in
order to maximize basin-wide progress toward the conservation goals. The program has
recently been augmented by a $300,000 grant supporting a Drought Response and Irrigation
Efficiency Program, and by board action, which recently includes the approval of a 5-year pilot
program that incentivizes landowners to construct recharge basins in order to utilize rainfall
runoff.
The Environmental Impact Report for the BMP Conservation Program has been certified,
and the BMP Conservation Plan was implemented following implementation of a new rate
structure, effective July 2015. See “WATER ENTERPRISE FINANCIAL INFORMATION Groundwater Augmentation Charges – Current Rate Structure.”
See also “BOND OWNERS’ RISKS – Threat to Water Supply.”
Customer Base
General. The customer base of the Agency consists primarily of agricultural customers.
Many of the principal agricultural firms in the Pajaro Valley are family-owned, and most have
been in business in the valley for decades. Some of the Pajaro Valley’s agricultural users
include Driscoll's, Colleen Berries, California Giant, Dole Foods, Del Mar Foods, Martinelli Cider,
Dobler & Sons, Sweet Darling and Reiter Affiliates.
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Historical Number of Customers. The table below shows the historical number of
customers of the Water Enterprise by customer classification for the past five fiscal years.
Table 1
Number of Customers
by Customer Class
Fiscal Years 2011-12 through 2014-15
Customer classification

2011-12

2012-13

2013-14

2014-15

Augmentation Charges
Private Metered Wells [1]
Municipal
Rural Residential

873
5
1,125

907
5
1,138

923
5
1,301

925
5
1356

Delivered Water Charges

49

49

52

52

2,052

2,099

2,281

2338

Total:

2014-15 % of Total
Number Customers
39.6%
.2
58.00
2.2
100.00%

[1] Includes all metered wells. Represents agricultural enterprises.
Source: The Agency.

Historical and Project Revenues. The following table shows billings by type of
customer for active accounts of the Water Enterprise for the past four fiscal years and projected
billings for the current fiscal year. For fiscal year 2014-15, private metered wells accounted for
71.5% of billings, municipal users for 12.3%, rural residential users for 2.4% and delivered water
charges for 13.8%.
Table 2
Billings by Customer Class
Fiscal Years 2011-12 through 2014-15
User Type
Augmentation Charges
Private Metered Wells
Municipal
Rural Residential

2011-12

2012-13

2013-14

2014-2015

$7,088,350
1,176,855
176,824

$7,597,215
1,314,200
186,774

$8,676,903
1,407,137
208,345

$7,634,013
1,308,060
255,320

$8,976,948
1,293,002
259,615

Delivered Water Charges
Total

1,122,612
$9,564,641

1,154,299
$10,252,488

1,555,441
$11,847,826

1,468,510
10,665,904

1,591,112
$11,220,667

(1) Projected.
Source: The Agency.
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2015-16 (1)

Largest Users. The following table shows the largest users of the Water Enterprise by
customer type based on billings for fiscal year 2014-15.
Table 3
Largest Users
Fiscal Year 2014-15

Customer

Type of Property

Fiscal Year
2014-15
Billings

Percent of Total
Billings

City of Watsonville

Municipal

$1,130,743

Ag Enterprise

Agriculture

357,027

3.3

Ag Enterprise

Agriculture

270,449

2.5

Ag Enterprise

Agriculture

250,922

2.4

Ag Enterprise

Agriculture

250,437

2.3

Ag Enterprise

Agriculture

226,646

2.1

Ag Enterprise

Agriculture

128,426

1.2

Ag Enterprise

Agriculture

126,699

1.2

Ag Enterprise

Agriculture

118,519

1.1

Ag Enterprise
Total Top Ten
Other
Grand Total

Agriculture

116,050
2,975,920
7,689,984
$10,665,904

Various

10.6%

1.1
27.9
72.1
100%

Source: The Agency.

Environmental Hazards
Earthquakes. As with other areas within the State, the Pajaro Valley is located in a
seismically active area. The San Andreas Fault lies within the Pajaro Valley.
Tsunamis. A tsunami is a large ocean wave generated by an earthquake in or near the
ocean. Parts of the Pajaro Valley lying along Monterey Bay or its inlets are located in a tsunami
inundation area.
Flooding. Parts of the Pajaro Valley are located within the 100-year flood zone,
meaning that there is a probability of their being flooded once every 100 years (or a one percent
chance of being flooded in any one year).
Wildfire. Portions of the Pajaro Valley are also at risk of wildfires.
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WATER ENTERPRISE FINANCIAL INFORMATION
Sources of Revenue
The Agency’s revenues are primarily derived from (i) groundwater augmentation charges
on the production of water from extraction facilities, and (ii) charges for the delivery of water to
customers, all as further described below.
Groundwater Augmentation Charges
General. The Agency is authorized under the Act to levy groundwater augmentation
charges on the production of water from all groundwater extraction facilities within the Agency’s
service area for purposes of paying the costs of purchasing, capturing, storing and distributing
supplemental water for use within the boundaries of the Agency.
Groundwater extraction facilities producing at least 10 acre feet annually are charged
based on the recordings of a flow meter and its appurtenances, with certain exceptions related
to flow meter accuracy.
Any increases in the Agency’s groundwater augmentation charges are subject to the
noticed public hearing and majority protest procedure of Proposition 218, at which a majority of
written protests could disapprove of the proposed changes. See “BOND OWNERS’ RISKS Proposition 218.”
Current Rate Structure.
The Agency originally established the groundwater
augmentation charges under Ordinance No. 93-1, adopted by the Board on June 30, 1993, and
has subsequently amended these charges from time to time.
Under Ordinance Nos. 2015-1 and 2015-2, the Agency, effective July 2015, imposed
rates for the next five fiscal years in order to fund the implementation of critical water supply
projects and programs that the Agency has determined are needed in part due to the prolonged
drought. See “THE WATER ENTERPRISE – Drought and Response.”
The current rate structure for groundwater augmentation charges is as follows:
Category
Metered Wells Outside
Delivered Water Zone
Metered Wells Inside
Delivered Water Zone
Unmetered Wells*

Fiscal Year
2015-16
$191 per
acre foot
$235 per
acre foot
$92 per
residence

Fiscal Year Fiscal Year
Fiscal Year
Fiscal Year
2016-17
2017-18
2018-19
2019-20
$203 per
$217 per
$231 per
$246 per
acre foot
acre foot
acre foot
acre foot
$258 per
$282 per
$309 per
$338 per
acre foot
acre foot
acre foot
acre foot
$97 per
$103 per
$109 per
$115 per
residence
residence
residence
residence

______________
* Represents rural residential customers, which are projected to be responsible for approximately 2% of fiscal year
2015-16 revenues. See “THE WATER ENTERPRISE – Customer Base” above.
Source: The Agency.
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The Agency has previously been involved with litigation related to increases of its rates;
however, there have been no legal challenges to the Agency’s current rate schedule, which was
set after a duly noticed public hearing in accordance with Article XIII D of the California
Constitution. See “– Litigation Related to Groundwater Augmentation Charges” below.
Estimated Average Annual Demand. The table below shows the estimated average
annual water demand for all other extraction facilities serving commercial land or used for
commercial purposes, which are presumed accurate for purposes of calculating groundwater
augmentation charges.
Land Use
Residential
Apple Orchard
Greenhouse Operation
Mushroom Operation
Non-irrigated Agriculture
All Other Agriculture
All Other Commercial Operations
Golf Course / Turf Farm

Average Annual Water Demand
0.6 acre-foot/dwelling unit
1.0 acre-foot/cultivated acre
4.0 acre-foot/cultivated acre
1.5 acre-foot/100 tons of mushrooms produced
0.0 acre-feet
2.5 acre-foot/cultivated acre
1.5 acre-feet/1.0 acre-foot of wastewater produced
3.2 acre-feet/cultivated acre

Source: The Agency.

Litigation Related to Groundwater Augmentation Charges. The Agency was
created, in part, to combat saltwater intrusion in the basin resulting from the over pumping of
groundwater. The BMP, which presented solutions to the problems of overdraft and seawater
intrusion, was implemented, in part, through a groundwater augmentation charge applicable to
wells in the boundaries of the Agency.
The Agency increased the groundwater augmentation charges in 2003, but this increase
was invalidated by the court in a legal challenge in 2007 after the court determined that the
augmentation charge was a property-related fee or charge under Proposition 218 and did not
comply with the public hearing and majority protest procedures for such charges under
Proposition 218.
Proposition 218, enacted in 1996, amended the California Constitution to add Article XIII
C, requiring voter approval for local taxes, and Article XIII D, establishing substantive and
procedural requirements for property-related fees and assessments. Article XIII D requires an
agency seeking to establish or increase a property-related fee or charge to hold a public hearing
and survive a majority protest. Fees or charges for sewer, water, and refuse collection services
are not subject to an election.
In 2010, the Agency increased the groundwater augmentation charges once again.
Challengers raised the issue of whether the groundwater augmentation charges were subject to
voter approval. A California appellate court found that the groundwater augmentation charges
constitute a water service fee or charge under Proposition 218 and are therefore exempt from
election requirements. The court also found that the Agency had complied with the substantive
requirements of Proposition 218 by using a revenue-requirements model to determine the
amount of the groundwater augmentation charges, and employing a reasonable method for
allocating costs of service across its customer classes.
In 2015, in compliance with Proposition 218, the Agency enacted a new rate structure
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that raises rates through 2020. There have been no legal challenges to this action to date. See
“Groundwater Augmentation Charges – Current Rate Structure” for further information.
Rate Increases. The table below shows a 10-year history of the Agency’s groundwater
augmentation charges for metered wells.

Fiscal Year
2003-04
2004-05
2005-06
2006-07
2007-08 [1]
2008-09
2009-10
2010-11
2011-12 [2]
2012-13 [2]
2013-14 [2]
2014-15 [2]
2015-16 [2]
______________

Metered Wells
(per acre foot)
120
160
160
160
80
80
80
162
166
170
174
179
191

% Change
from
Previous
Fiscal Year
50.0%
33.3
0.0
0.0
(100.0)
0.0
0.0
100
2.5
2.4
2.6
2.6
6.6

[1] Decrease was due to a court judgment against the Agency resulting from a legal challenge. See “–
Litigation Related to Groundwater Augmentation Charges” above.
[2] Beginning in 2011-12, the Agency began charging a higher groundwater augmentation charge for
customers inside its delivered water zone (an area near the coast with access to delivered water).
Groundwater augmentation charges for customers in this zone were $200 per acre-foot in 2011-12, $205
per acre-foot in 2012-13, $210 per acre-foot in 2013-14, $215 per acre-foot in 2014-15, and $235 per
acre-foot in 2015-16.
Source: The Agency.

Delivered Water Charges
General. The Agency is authorized under the Act to sell supplemental water for use
within the boundaries of the Agency.
Any increases in the Agency’s rates for the sale of delivered water are subject to the
noticed public hearing and majority protest procedure of Proposition 218, at which a majority of
written protests could disapprove of the proposed changes.
Current Rate Structure. The Agency originally established the delivered water charges
under Ordinance No. 2004-03, adopted by the Board on November 17, 2004, and has
subsequently amended these charges from time to time.

30

153 of 244

Historical and Current Rates. The table below shows historical and current delivered
water charges.

Fiscal Year
2011-12
2012-13
2013-14
2014-15
2015-16
2016-17

Delivered Water
Charge
(per acre foot)
$313
321
329
338
348

% Change
from
Previous
Fiscal Year
N/A
2.6%
2.6
2.6
3.0

Source: The Agency.

Billing Practices and Collection
Groundwater Augmentation Charges.
Billing Procedures. The Agency bills customers producing at least 10 acre feet annually
based on the recordings of a flow meter and its appurtenances, with certain exceptions. The
Agency bills all other ground water extraction facilities based on average annual water demand
for land use.
Delinquent Charges. If payment is not received within 30 days, interest accrues at the
rate of 18% per year. If a customer does not timely pay its bill, the delinquent fees are the
responsibility of the landowner. The Agency may petition the superior court of the county in
which a water-producing facility within the boundaries of the Agency lies to receive a temporary
restraining order or bring a suit for the collection of any delinquent groundwater charges.
Notes Receivable for Past Due Augmentation Charges. The Agency has entered into a
long-term agreement with Aguirre Brothers Farms for the collection of past due augmentation
charges. The note is to be collected with interest over a term of nine years. The balance of the
note as of December 30, 2015, was $55,000.
Water Delivery Charges.
Billing Procedures. The Agency bills water delivery customers quarterly.
Delinquent Charges. If payment is not received within 30 days, interest accrues at the
rate of 18% per year. If a customer does not timely pay its bill, the Agency cuts off future water
deliveries and pursues collection of delinquent charges by court action.
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Outstanding Debt
Parity Debt.
The outstanding indebtedness of the Agency below is payable on a parity basis with the
Bonds. The Agency may also issue additional parity indebtedness in the future. See
“SECURITY FOR THE BONDS – Issuance by the Agency of Additional Debt.”
DWR Loans. The Agency entered into a promissory note on June 15, 2005 with
the Department of Water Resources (the “DWR”) in the amount of $3,511,446 (the “2005
DWR Loan”). The loan proceeds were used for the construction of components of the
BMP. From April 1, 2008 to February 23, 2012 the note was payable in semiannual
installments of principal and interest in the amount of $111,049. The final payment is
due on September 30, 2027.
On February 24, 2012, the Agency received $390,164 from the DWR related to
unpaid retention and the repayment agreement was revised. Commencing with the
payment due on April 1, 2012, the note is payable in semiannual installments of principal
and interest in the amount of $125,708. The final payment is due on September 30,
2027.
SWRCB Loans. In May 2016 the Agency entered into three installment sale
agreements with the State Water Resources Control Board (the “2016 SWRCB Loans”),
each bearing interest at 1.0%, annually, in the amounts of $1,069,000, $3,619,500 and
$1,355,500. Expected proceeds of the 2016 SWRCB Loans will be used to fund the
construction of (i) a 1.5 million gallon storage tank and distribution pump improvements
at the Recycled Water Facility, (ii) recycled water treatment and filtration improvements,
and (iii) an additional 0.5 million gallon storage tank (the “SWRCB Projects”). The
payment due under the 2016 SWRCB Loans will be payable annually beginning upon
completion of the SWRCB Projects, which is currently estimated to occur in December of
2019. The actual principal amounts and payment schedule for the 2016 SWRCB Loans
will not be determined until completion of the SWRCB Projects.
2015 Bonds. On April 30, 2015, the Agency issued its 2015 Water Revenue
Refunding Bonds (the “2015 Bonds”) in the initial principal amount of $19,970,000.
Proceeds of the 2015 Bonds were used to prepay an installment sale agreement and
two loans from the State Water Resources Control Board. As of May 1, 2016, the 2015
Bonds are outstanding in the principal amount of $18,370,000.
Subordinate Debt.
Upon prepayment of the Watsonville Contract, the Agency will have no
subordinate debt outstanding. See “FINANCING PLAN.”
Future Capital Improvements
The Agency has recently completed capital projects including:
•

A blend well pipeline project that will improve delivered water quality, estimated
cost of $1,200,000; and
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•

Basin monitoring network improvements, which cost approximately $5,300,000,
most of which will be funded by governmental grants.

Two additional capital projects are currently in the design phase:
•

A recycled water storage tank and distribution improvements, which is estimated
to cost $4,300,0000 and to be completed Spring 2017;

•

A new pipeline to serve additional 180 acres of agriculture land impacted by
seawater intrusion at a cost of $2,900,000.

A number of additional capital projects are also proposed in the BMP, all of which are
designed to manage drought conditions, including: Harkins Slough Recharge Facility upgrades;
increased recycled water storage at treatment plant; Watsonville slough diversion with recharge
basin; College Lake diversion with inland pipeline to CDS; and Murphy Crossing diversion with
recharge basins
It is expected that these proposed capital improvement projects will be funded by a
combination of augmentation charge revenue, grant funding, the 2016 SWRCB Loans and cash
flow savings resulting from the issuance of the Bonds.
Cash Reserve Policy
The Agency has a cash reserve policy (the “Reserve Policy”) that was most recently
updated in May of 2014. The Reserve Policy was established in the context of the Agency’s
expected Capital Improvement Programs and borrowing associated with the BMP. Reserve
levels in the Reserve Policy are revised at least annually. The Reserve Policy includes an
Operating and Maintenance Reserve equal to 30 days of operating expenses, a Repair and
Replacement Reserve equal to 10% annual depreciation, a Debt Service Reserve equal to 20%
of debt service obligations that do not have separate reserve, and a Rate Stabilization Fund as
determined by the Board. For fiscal year 2015-16, the total cash reserves are $3.24 million.
Retirement System
The following information has been derived from the Agency’s most recent audited
financial statements. See APPENDIX B for further information regarding the Agency’s
retirement system.
Plan Description. The Agency contributes to the California Public Employees
Retirement System Miscellaneous 2% at 55 Risk Pool, a cost-sharing multiple-employer defined
benefit pension plan administered by the California Public Employees Retirement System
(“PERS”).
Active plan members in the Agency’s defined benefit plan (the “Plan”) are required to
contribute 7% of their annual covered salary. The Agency pays this amount to CalPERS on
behalf of their employees. The Agency is required to contribute the actuarially determined
remaining amounts necessary to fund the benefits for its members. The actuarial methods and
assumptions used are those adopted by the CalPERS Board of Administration. The required
employer contribution rate for the fiscal year 2015 was 15.102%. The contribution requirements
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of the Plan members are established by State statute and the employer contribution rate is
established and may be amended by CalPERS.
PERS issues an annual financial report. Copies of PERS' annual financial report may be
obtained from the Executive Office, 400 P Street, Sacramento, California 95814.
The Agency’s pension funds have been combined into a risk pool of similar sized local
government agencies throughout the State of California. The table below shows the recent
history of the risk pool’s actuarial value of assets, accrued liability, and membership attributable
to the Agency.
Valuation
Date
June 30
2014
2013
2012
Source:

Accrued Liability
$3,039,530
$3,545,113
$3,096,136

Share of Pool’s
Market Value
of Assets
$3,349,199
$2,758,113
$2,262,336

Pool’s Share
of Unfunded
Liability
$690,331
$787,000
$833,800

Funded
Ratio
82.9%
77.8%
73.1%

Annual
Covered
Payroll
$892,913
$847,847
$669,299

PERS annual valuation report, as of June 30, 2014.

The most recent annual actuarial report specific to Agency with respect to its PERS
obligations was provided by PERS in November 2015 for fiscal year 2013-14.
PERS’ Unfunded Liability. PERS has a substantial unfunded actuarial accrued liability.
The amounts of these liabilities vary depending on actuarial assumptions, returns on
investments, salary scales and participant contributions. See PERS’ comprehensive annual
financial report for the fiscal year ended June 30, 2015, which can be found on the Internet at
the following respective website address: http://www.calpers.ca.gov.
The reference to PERS’ Internet website is made for convenience only. The information
contained within the website may not be current, has not been reviewed by the Agency and is
not incorporated by reference in this Official Statement.
Changes to PERS Discount Rate and Smoothing Methods. On March 14, 2012, the
PERS Board voted to reduce its discount rate, which rate is attributable to its expected price
inflation and investment rate of return (net of administrative expenses), from 7.75% to 7.5%. As
a result of such discount rate decrease, among other things, the amounts of PERS member
public agency contributions will increase by 1 to 2% for Miscellaneous plans beginning in fiscal
year 2013-14.
The PERS Board adjustment has been undertaken in order to address underfunding of
the PERS funds, which arose from significant losses incurred as a result of the economic crisis
arising in 2008 and persists due to a slower than anticipated, subsequent economic recovery.
The Agency is unable to predict what the amount of PERS’ liabilities will be in the future, or the
amount of the PERS contributions that the Agency may be required to make.
At its April 17, 2013 meeting, the PERS Board of Administration approved a
recommendation to change the PERS amortization and smoothing policies. Prior to this change,
PERS employed an amortization and smoothing policy that spread investment returns over a
15-year period with experience gains and losses paid for over a rolling 30-year period. After this
change, PERS will employ an amortization and smoothing policy that will pay for all gains and
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losses over a fixed 30-year period with the increases or decreases in the rate spread directly
over a 5-year period.
The new amortization and smoothing policy were used for the first time in the June 30,
2013 actuarial valuations. These valuations were performed in the fall of 2014 and have set
employer contribution rates for the fiscal year 2015-16. The Agency cannot predict how this
change in amortization and smoothing policies will affect its contribution levels.
According to PERS, the current amortization and smoothing policy was designed to
reduce volatility in employer contribution rates, and, although the policy accomplished this goal
fairly well since its adoption, a number of concerns have developed:

•

The use of an actuarial value of assets corridor can lead to significant single year
increases to rates in years when there are large investment losses.

•

The use of long asset smoothing periods and long rolling amortization periods result
in slow progress toward full funding.

•

The use of an actuarial value of assets requires the disclosure of two different funded
statuses and unfunded liability numbers in actuarial valuation reports. This adds
confusion and inhibits transparency.

•

The use of rolling amortization and long asset smoothing periods makes it difficult for
employers to predict when contribution rates will peak and how high that peak will
be.

•

The use of rolling amortization and asset smoothing periods may result in additional
calculations for the new accounting standards. These calculations would be avoided
with a quicker funded status recovery.

According to PERS, the adoption of the new smoothing and amortization policies will
change future employer contribution rates, as follows:
•

Funding levels will improve, which will reduce the funding level risk.

•

Local agencies’ plans will experience more rate volatility in normal years, but a
much-reduced chance of very large rate increases in years when there are large
investment losses.

•

Contribution rates in the near term will increase.

•

Long-term contribution rates will be lower.

•

There will be greater transparency about the timing and impact of future employer
contribution rate changes.

•

The new policy eliminates the need for an actuarial value of assets. As a result, there
will be only one funded status and unfunded liability in actuarial reports.
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•

There will be less confusion when the new accounting standards are implemented
since there will be no need for extra liability calculations.

On February 18, 2014, the PERS Board approved new demographic actuarial
assumptions based on the 2013 study of recent experience. The largest impact, applying to all
benefit groups, is a new 20-year mortality projection reflecting longer life expectancies and that
longevity will continue to increase. Because retirement benefits will be paid out for more years,
the cost of those benefits will increase as a result. The PERS Board also assumed earlier
retirements (Safety 3% at age 50; Fire 3% at age 55; and Miscellaneous 2.7% at age 55 and
3% at age 60), which will increase costs for those groups. Finally, the PERS Board projected
higher pay increases for long-service Safety members, which will also increase Safety costs. As
a result of these changes, rates will increase beginning in fiscal year 2016-17 (based on the
6/30/14 valuation) with full impact in fiscal year 2020-21. PERS staff estimates that local
governments could see costs rise up to 5% of payroll for average state employees and up to 9%
for Safety classifications in year 5 of the phase-in.
Pension Reform Act of 2013 (Assembly Bill 340). On September 12, 2012, Governor
Brown signed AB 340, the California Public Employees’ Pension Reform Act of 2013
("PEPRA"), which (i) increased the retirement age for new State, school, and city and local
agency employees depending on job function, (ii) capped the annual PERS pension benefit
payout, (iii) addressed numerous abuses of the system, and (iv) required State, school, and
certain city and local agency employees to pay at least half of the costs of their PERS pension
benefits. PEPRA applies to all public employers except the University of California, charter
cities and charter counties (except to the extent they contract with PERS.)
PEPRA went into effect on January 1, 2013, with respect to eligible employees hired on
that date and after. The Agency had no such employees as of the valuation date of June 30,
2013.
Other Post-Employment Benefits
The Agency’s contract with the General Manager provides that health insurance will be
provided for up to six months after the General Manager’s retirement. The Agency does not
have any other post-employment benefits obligations.
Insurance
The Agency participates in the property, liability, and workers’ compensation insurance
program organized by the Association of California Water Agencies/Joint Powers Insurance
Authority (“ACWA/JPIA”). ACWA/JPIA is a joint powers authority created to provide a selfinsurance program to water agencies in the State of California. ACWA/JPIA is not a component
unit of the Agency for financial reporting purposes.
ACWA/JPIA provides liability, property and workers’ compensation insurance for
approximately 300 water agencies for losses in excess of the member agencies specified selfinsurance retention levels. Individual claims (and aggregate public liability and property claims)
in excess of specified levels are covered by excess insurance policies purchased from
commercial carriers. ACWA/JPIA is governed by a board comprised of members from
participating agencies. The board controls the operations of ACWA/JPIA, including selection of
management and approval of operating budgets, independent of any influence by the members
beyond the representation on the board. Each member shares surpluses and deficiencies
proportionately to its participation in ACWA/JPIA.
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See APPENDIX B for additional information.
Investments
The Agency’s funds are currently held in the investments shown in the following table. It
makes its investments in accordance with the California Government Code and the Agency’s
investment policy. For more information regarding Agency investments, see APPENDIX B.
Fair Value at
January 31, 2016
$10,681,662
1,069,716
$11,751,378

Investment Type
Rabobank Money Market Account
Local Agency Investment Fund (LAIF)

The Agency’s Investment Policy, most recently updated by the Board in May 2014, gives
the Board the authority to invest any portion of its funds not required for the immediate
necessities of the Agency in an investment fund or excess cash flow in its treasury. The
authority to invest public funds is expressly delegated to the Board. See APPENDIX G.
Financial Statements
A copy of the most recent audited financial statements of the Agency for the fiscal year
ended June 30, 2015, prepared by Bartlett, Pringle & Wolf, LLP (the “Auditor”), is attached to
this Official Statement as APPENDIX B.
The Agency has neither requested nor obtained permission from the Auditor to include
the audited financial statements as an appendix to this Official Statement. Accordingly, the
Auditor has not performed any post-audit work on the financial statements.
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Balance Sheet
The following table shows historical balance sheets for the Water Enterprise for fiscal
years ended June 30, 2011 through 2015, which are based on the Agency’s audited financial
statements.
Table 5
Historical Balance Sheet
(for Fiscal Years Ended June 30)
2011
Assets
Cash and investments
Restricted cash
Accounts receivable, net
Grant receivable
Interest receivable
Notes receivable
Prepaid expenses
Due from other government
Capital assets, net:
Nondepreciable
Depreciable
Total capital assets, net
Total assets

2012

2013

2014

2015

$3,578,045
830,405
2,636,675
2,678,216
1,251
33,333
11,087
--

$6,955,373
711,223
3,548,052
23,671
940
33,333
10,241
--

$5,450,528
710,716
4,222,619
56,198
645
33,333
22,040
--

$8,890,874
712,716
3,820,863
3,285
587
33,333
36,059
6,654,469

$10,305,121
253,188
3,319,916
364,446
754
33,333
42,979
10,364,437

9,340,942
77,046,914
86,387,856
96,156,868

9,503,288
74,695,075
84,198,363
95,481,196

1,731,610
72,275,352
74,006,962
84,503,041

1,898,998
69,825,735
71,724,733
91,876,919

3,032,616
67,353466
70,386,093
95,071,267

1,265,567

1,859,985

723,245

1,194,272

888,498

Liabilities
Accounts payable and other accrued
expenses
Accrued interest
Noncurrent liabilities:
Due within one year
Due in more than one year
Total liabilities

629,283

1,839,428

715,251

659,850

396,388

2,680,934
54,570,703
59,146,487

1,590,561
53,293,715
58,583,689

1,643,133
51,663,692
54,745,321

1,706,595
49,999,146
53,559,863

1,787,574
49,486,381
52,558,841

Net Position
Net investment in capital assets
Restricted
Unrestricted
Total net assets

30,539,372
830,405
5,640,604
37,010,381

29,314,303
711,223
6,871,981
36,897,507

20,700,137
710,716
8,346,867
29,757,720

20,018,992
712,716
17,585,348
38,317,056

19,112,140
253,188
23,088,099
42,453,427

$96,156,868

$95,481,196

$84,503,041

$91,876,919

95,242,969

Total liabilities and net position
Source: The Agency.
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Historical Operating Results
The following table is a summary of revenues, expenditures of the Water Enterprise for
the prior five fiscal years based on the Agency’s audited financial statements.
Table 6
Historical Revenues and Expenditures Fiscal Years 20010-11 Through 2014-15 (Audited)
2010-11
Revenues
Management fees
Augmentation charges
Interest income
Water sales
Grant income
Other income
Total revenues
Expenditures
Supplies and equipment
Monitoring well
Conservation
Delivered water
Professional services
Personnel
Operating
Training and travel
Debt service:
Principal
Interest
Total expenditures (1)
Revenues over (under) expenditures
Other financing sources (uses)
Operating transfers in
Operating transfers out
Net change in fund balance before
extraordinary item
Loss due to augmentation fee litigation
Net change in fund balance
Fund balance, beginning
Fund balance, ending

2011-12

2012-13

2013-14

2014-2015

$364,322
6,119,912
19,138
767,648
1,260,304
14,375
8,545,699

$364,822
8,573,027
18,073
1,122,612
3,071,481
8,724
13,158,739

$365,032
9,172,802
24,273
1,154,295
130,259
41,354
10,888,015

$383,206
10,353,722
20,253
1,555,441
114,102
236,850
12,663,574

$383,634
9,226,566
141,756
1,468,510
133,722
135,059
11,489,247

101,031
87,154
35
94,330
789,988
1,159,121
1,496,935
22,866

67,745
94,006
750
196,623
1,912,200
1,282,193
1,945,218
19,771

147,847
85,630
2,591
219,763
1,670,789
1,354,805
1,809,863
18,886

80,855
77,058
115,492
335,310
1,254,542
1,514,707
2,382,934
18,007

75,180
55,603
126,753
258,988
1,992,403
1,599,713
2,076,355
18,290

1,462,658
2,973,477
8,187,595

1,525,891
2,395,832
9,440,229

1,590,561
2,648,660
9,549,395

1,643,132
2,623,099
10,045,136

23,422,899
2,784287
32,726,308

358,104

3,718,510

1,338,620

2,618,438

(21,237,308)

3,995,336
(3,995,336)

3,995,336
(3,995,336)

4,396,431
(4,396,431)

4,481,632
(4,481,632)

4,561,765
(4,561,765)

358,104

3,718,510

--

--

--

3,121,396

1,340,536

--

--

--

(2,763,292)

2,377,974

1,338,620

2,618,438

926,615

8,674,738

5,911,446

8,289,420

9,628,040

12,246,478

$5,911,446

$8,289,420

$9,628,040

$12,246,478

$13,173,093

(1) Expenditures include expenses for capital projects.
Source: The Agency
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Historical Operating Results and Debt Service Coverage
The table below shows the Agency’s revenues, expenditures and resulting debt service
coverage for the prior four fiscal years and projected for fiscal year 2015-16.
Table 7
Historical Revenues, Expenditures and Debt Service Coverage [1]
Fiscal Years 2011-12 Through 2014-15 (Audited) and 2015-16 (Projected)
2011-12
Gross Revenues
Augmentation Charges
Water Sales
Management Fees
Interest & Other Income
Total Revenues
Operating Expenses
Maintenance & Equipment
Personnel
Total Operating Expenses
Net Revenue Before
Debt Service & Capital
Senior Debt Service
1999 Certificates
1999 SWRCB Loan
2002 SWRCB Loan
2005 DWR Loan
2015 Bonds
Total Senior Debt Service
Senior Coverage (1.10x Requirement)
Subordinate Debt Service
Watsonville Contract
Total Subordinate Debt Service
Subordinate Coverage

2012-13

2013-14

2014-15

2015-16

$8,573,027
1,122,612
364,822
26,797
$10,087,258

$9,172,802
1,154,295
365,032
65,627
$10,757,756

$10,353,722
1,555,441
383,206
257,103
$12,549,472

$9,226,566
1,468,510
383,634
276,817
$11,355,527

$9,964,578
1,702,547
383,206
102,894
$12,153,225

$4,073,966
1,282,193
$5,356,159

$3,866,366
1,354,805
$5,221,171

$4,107,832
1,514,707
$5,622,539

$3,469,946
1,599,713
$5,069,659

$4,794,416
1,841,689
$6,636,105

$4,731,099

$5,536,585

$6,926,933

$6,285,868

$5,517,120

$1,376,025
756,360
410,529
236,757
0
$2,779,670

$1,378,988
755,627
410,422
251,416
0
$2,796,452

$1,375,375
755,685
410,312
251,416
0
$2,792,788

$1,379,738
682,389
366,016
251,416
0
$2,679,558

$0
0
0
251,416
2,302,501
$2,553,916

1.70x

1.98x

$1,131,098 [2]
$1,131,098

$1,449,360
$1,449,360

1.21x

1.30x

2.48x

$1,435,440
$1,435,440
1.64x

2.35x

$1,437,949
$1,437,949

2.16x

$1,430,784
$1,430,784

1.53x

[1] Excludes grant income and non-cash items such as depreciation.
[2] Payment lower than required due to overpayment to the City of Watsonville in Fiscal Year 2010-11. See “FINANCING PLAN.”
Source: The Agency and NHA Advisors.
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1.38x

Projected Operating Results and Debt Service Coverage
The table below shows the Agency’s revenues, expenditures and debt service coverage
for the Water Enterprise for the current and next four fiscal years, assuming the Agency’s
proposed rate changes are enacted.

The projections set forth in the table below are forward-looking statements, as such
term is defined in the Securities Act of 1933, as amended, and reflect certain significant
assumptions concerning future events and circumstances. The forecast represents the
Agency’s estimate of projected financial results based upon its judgment of the most probable
occurrence of certain important future events. The assumptions set forth in the footnotes to the
table below are material in the development of the Agency’s financial projections, and variations
in the assumptions may produce substantially different financial results. Actual operating results
achieved during the projection period may vary from those presented in the forecast, and such
variations may be material.
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Table 8
Projected Revenues, Expenditures, Debt Service Coverage and Fund Balances
Fiscal Years 2016-17 Through 20201-21
Gross Revenues [1] [2]
Augmentation Charges
Water Sales
Management Fees
Other Revenues
Total Revenue
Operating Expenses [3]
Maintenance & Equipment
Personnel
Total Operating Expenses
Net Revenue Before
Debt Service & Capital
Debt Service
2005 DWR Loan
2015 Bonds
2016 Bonds*
2016 SWRCB Loans [4]
Total Debt Service

2016-17

2017-18

2018-19

2019-20

2020-21

$10,456,828
1,786,652
383,206
106,089
$12,732,775

$10,973,395
1,874,913
383,206
108,890
$13,340,404

$11,515,481
1,967,534
383,206
112,236
$13,978,457

$12,084,346
2,064,730
383,206
113,914
$14,646,196

$12,084,346
2,064,730
383,206
113,914
$14,646,196

$4,989,008
2,025,689
$7,014,697

$5,247,996
2,219,072
$7,467,068

$5,408,285
2,285,645
$7,693,930

$5,573,705
2,354,214
$7,927,919

$5,740,916
2,424,840
$8,165,757

$5,718,078

$5,873,336

$6,284,527

$6,718,277

$6,480,439

$251,416
2,302,200
994,553
0
$3,548,169

$251,416
2,301,900
991,350
0
$3,544,666

$251,416
2,299,700
994,150
0
$3,545,266

$251,416
2,305,100
991,150
234,116
$3,781,782

$251,416
2,305,850
992,550
234,116
$3,783,932

Coverage (1.10x Requirement)*
1.61x

1.66x

*
[1]
[2]

1.77x

1.78x

1.71x

Preliminary; subject to change.
Excludes grant income and non-cash items such as depreciation.
Source: Corollo Engineers; assumes 4.94% annual increases in augmentation charges and water sales (rate increases through
fiscal year 2019-20).
[3] Assumes 3% increases expenditures in Fiscal Years 2019-20 and 2020-21
[4] Expected $6,042,000 total SWRCB Loans to be borrowed at 1% interest for SWRCB Projects with 30-year amortization. Actual
principal amounts and payment schedules will not be determined until completion of the SWRCB Projects. Debt service is payable
upon completion of the SWRCB Projects. See “– Outstanding Debt – Existing Parity Debt.”
Source: The Agency and NHA Advisors.
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BOND OWNERS’ RISKS
This section describes certain special considerations and risk factors affecting the
payment of and security for the Bonds. The following discussion is not meant to be an
exhaustive list of the risks associated with the purchase of any Bonds and the order does not
necessarily reflect the relative importance of the various risks. Potential investors in the Bonds
are advised to consider these special factors along with all other information in this Official
Statement in evaluating the Bonds. There can be no assurance that other considerations will not
materialize in the future, and if additional considerations materialize to a sufficient degree, they
could delay or prevent payment of principal of and interest on the Bonds.
Net Revenues; Rate Covenant
Net Revenues are dependent upon the demand for water services, which can be
affected by population factors, more stringent water standards, water regulations, water
conservation, water shortages, problems with the Water Enterprise and other factors.
There can be no assurance that water service demand will be consistent with the levels
contemplated in this Official Statement. A decrease in demand could require an increase in
rates or charges in order to comply with the rate covenant contained in the Indenture.
The Agency’s ability to meet its rate covenant is dependent upon its capacity to increase
rates without driving down demand to a level insufficient to meet debt service on the Bonds and
future Parity Obligations. See also “– Risks Relating to Governing Board.”
Risks Related to Facilities and Operations
The operation of the Water Enterprise and physical condition of the Water Enterprise
facilities are subject to a number of risk factors that could adversely affect the reliability of sewer
service or increase the operating expenses of the Water Enterprise. Prolonged damage to the
Water Enterprise facilities could interrupt the ability of the Agency to realize revenues sufficient
to pay principal of and interest on the Bonds, require substantial increases in rates or charges in
order to comply with the rate covenant in the Indenture (which could drive down demand for
groundwater and related services), or require the Agency to increase expenditures for repairs
significantly enough to adversely impact the Agency’s ability to pay the principal of or interest on
the Bonds.
These factors could include, among others, the following.
Aging Facilities. Over the life of the Bonds, the Water Enterprise’s facilities may
become aged and in need of replacement or refurbishment. Long-lived facilities result in
decreased reliability due to unplanned outages and place a greater maintenance burden
on the Agency’s operations.
Operation and Maintenance Expenses. There can be no assurance that
operation and maintenance expenses of the Agency related to the Water Enterprise will
be consistent with the levels contemplated in this Official Statement.
Seismic Hazards and Natural Disasters. The Water Enterprise is located in a
seismically active region. From time to time, the service area of the Agency may be
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subject to other natural disasters, including without limitation wildfires, flooding and
landslides, tsunamis, or man-made disasters that could interrupt operation of the Water
Enterprise or adversely affect economic activity in the Agency’s service area. See “THE
WATER ENTERPRISE – Environmental Hazards.”
Sea Level Rise. Although the Agency has considered climate change and sea
level rise in its groundwater model, and does not anticipate a large impact with respect
to sea level rise in the next 50 years, a rise in sea level may impact the Water Enterprise
and operations of the Agency.
There can be no assurance that the occurrence of any natural calamity would not
cause substantial damage to the Water Enterprise, including exacerbated infiltration
and/or inflow of ground and other waters into the Water Enterprise, or that the Agency
would have insurance or other resources available to make repairs in order to generate
sufficient Net Revenues to pay debt service on the Bonds when due. The casualty and
liability insurance maintained by the Agency may not cover damages and losses to the
Water Enterprise due to earthquake, fire or flood.
Statutory and Regulatory Compliance. The operation of the Water Enterprise
is subject to a variety of federal and State statutory and regulatory requirements. Any
failure by the Agency to comply with applicable laws and regulations could result in
significant fines and penalties.
Casualty Losses. The Indenture obligates the Agency to obtain and keep in
force various forms of insurance for repair or replacement of a portion of the Water
Enterprise in the event of damage or destruction to such portion of the Water Enterprise.
No assurance can be given as to the adequacy of any such insurance to fund necessary
repair or replacement of any other portion of the Water Enterprise.
Threat to Water Supply
The Pajaro Valley, like the rest of the State of California, is in the midst of one of the
worst droughts in its recorded history. On January 17, 2014, Governor Brown declared a
drought in the State and requested a 20% reduction in water use statewide, and on April 1,
2015, the Governor signed an executive order that, among other measures, requires the
SWRCB to impose mandatory restrictions on water use to achieve a Statewide 25% reduction in
potable urban water usage. On February 2, 2016, based on the Governor’s Executive Order,
the SWRCB approved an updated and expanded emergency regulation that will continue
mandatory reductions through October 2016. See “THE WATER ENTERPRISE – Drought and
Response.”
There can be no assurance that the Net Revenues of the Agency will not be affected by
an ongoing drought.
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Water Enterprise Expenses
There can be no assurance that Operation and Maintenance Costs of the Water System
will be consistent with the levels described in this Official Statement. Changes in technology,
increases in the cost of energy or other expenses would reduce Net Revenues, and could
require substantial increases in rates or charges in order to comply with the rate covenant.
Such rate increases could increase the likelihood of nonpayment, and could also decrease
demand.
Limitations on Remedies Available to Bond Owners
The ability of the Agency to comply with its covenants under the Indenture and generate
sufficient Net Revenues may be adversely affected by actions and events outside of the control
of the Agency or taken (or not taken) by voters, property owners, taxpayers or payers of
assessments, fees and charges. See “Proposition 218” below. Furthermore, any remedies
available to the owners of the Bonds upon the occurrence of an event of default under the
Indenture are in many respects dependent upon judicial actions, which are often subject to
discretion and delay and could prove both expensive and time consuming to obtain.
In addition to the limitations on Bondholder remedies contained in the Indenture, the
rights and obligations under the Bonds, the Indenture may be subject to the following: the
United States Bankruptcy Code and applicable bankruptcy, insolvency, reorganization,
moratorium, or similar laws relating to or affecting the enforcement of creditors’ rights generally,
now or hereafter in effect; usual equity principles which may limit the specific enforcement under
State law of certain remedies; the exercise by the United States of America of the powers
delegated to it by the Federal Constitution; and the reasonable and necessary exercise, in
certain exceptional situations, of the police power inherent in the sovereignty of the State of
California and its governmental bodies in the interest of serving a significant and legitimate
public purpose.
Bankruptcy proceedings, or the exercise of powers by the federal or state government, if
initiated, could subject the Owners of the Bonds to judicial discretion and interpretation of their
rights in bankruptcy or otherwise, and consequently may entail risks of delay, limitation or
modification of their rights.
Change in Law
In addition to the other limitations described herein, the California electorate or
Legislature could adopt a constitutional or legislative property tax decrease or an initiative with
the effect of reducing revenues payable to or collected by the Agency. There is no assurance
that the California electorate or Legislature will not at some future time approve additional
limitations that could have the effect of reducing the Net Revenues and adversely affecting the
security of the Bonds.
Loss of Tax-Exemption
As discussed under the caption “TAX MATTERS,” interest on the Bonds could become
includable in gross income for purposes of federal income taxation retroactive to the date the
Bonds were issued, as a result of future acts or omissions of the Agency in violation of its
covenants in the Indenture. Should such an event of taxability occur, the Bonds are not subject
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to special redemption and will remain Outstanding until maturity or until redeemed under other
provisions set forth in the Indenture.
Proposition 218
General. On November 5, 1996, California voters approved Proposition 218, the socalled "Right to Vote on Taxes Act." Proposition 218 added Articles XIIIC and XIIID to the State
Constitution, which affect the ability of local governments to levy and collect both existing and
future taxes, assessments, and property-related fees and charges. Proposition 218, which
generally became effective on November 6, 1996, limited local governments’ authority to
impose or increase property-related "fee" or "charge," which is defined as "any levy other than
an ad valorem tax, a special tax or an assessment, imposed by a [local government] upon a
parcel or upon a person as an incident of property ownership, including user fees or charges for
a property related service" (and referred to in this section as a “property-related fee or charge”).
Specifically, under Article XIIID, before a municipality may impose or increase any
property-related fee or charge, the entity must give written notice to the record owner of each
parcel of land affected by that fee or charge. The municipality must then hold a hearing upon
the proposed imposition or increase at least 45 days after the written notice is mailed, and, if a
majority of the property owners of the identified parcels present written protests against the
proposal, the municipality may not impose or increase the property-related fee or charge.
Further, under Article XIIID, revenues derived from a property-related fee or charge may
not exceed the funds required to provide the "property-related service" and the entity may not
use such fee or charge for any purpose other than that for which it imposed the fee or charge.
The amount of a property-related fee or charge may not exceed the proportional cost of the
service attributable to the parcel, and no property-related fee or charge may be imposed for a
service unless that service is actually used by, or is immediately available to, the owner of the
property in question.
In addition, Article XIIIC states that “the initiative power shall not be prohibited or
otherwise limited in matters of reducing or repealing any local tax, assessment, fee or charge.
The power of initiative to affect local taxes, assessments, fees and charges shall be applicable
to all local governments and neither the Legislature nor any local government charter shall
impose a signature requirement higher than that applicable to statewide statutory initiatives.”
Judicial Interpretation of Proposition 218. After Proposition 218 was enacted in 1996,
appellate court cases and an Attorney General’s opinion initially indicated that fees and charges
for water and wastewater services, which are based on the amount of services consumed,
would not be considered property-related fees and charges, and thus not subject to the
requirements of Article XIIID. However, three recent cases have held that certain types of water
and wastewater charges could be subject to the requirements of Proposition 218 under certain
circumstances.
In Richmond v. Shasta Community Services District (9 Cal. Rptr. 3d 121 (2004)), the
California Supreme Court addressed the applicability of the notice, hearing and protest
provisions of Article XIIID to certain charges related to water service. In Richmond, the Court
held that connection charges are not subject to Proposition 218. The Court also indicated in
dictum that a fee for ongoing water service through an existing connection could, under certain
circumstances, constitute a property-related fee and charge, with the result that a local
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government imposing such a fee and charge must comply with the notice, hearing and protest
requirements of Article XIIID.
In Howard Jarvis Taxpayers Association v. City of Fresno (26 Cal. Rptr. 3d 153 (2005)),
the California Court of Appeal, Fifth District, concluded that water, sewer and trash fees are
property-related fees subject to Proposition 218 and a municipality must comply with Article
XIIID before imposing or increasing such fees. The California Supreme Court denied the City of
Fresno's petition for review of the Court of Appeal's decision on June 15, 2005.
In July 2006 the California Supreme Court, in Bighorn-Desert View Water Agency v.
Verjil (46 Cal. Rptr. 3d 73 (2006)), addressed the validity of a local voter initiative measure that
would have (a) reduced a water agency’s rates for water consumption (and other water
charges), and (b) required the water agency to obtain voter approval before increasing any
existing water rate, fee, or charge, or imposing any new water rate, fee, or charge. The court
adopted the position indicated by its statement in Richmond that a public water agency’s
charges for ongoing water delivery are “fees and charges” within the meaning of Article XIIID,
and went on to hold that charges for ongoing water delivery are also “fees” within the meaning
of Article XIIIC’s mandate that the initiative power of the electorate cannot be prohibited or
limited in matters of reducing or repealing any local tax, assessment, fee or charge. Therefore,
the court held, Article XIIIC authorizes local voters to adopt an initiative measure that would
reduce or repeal a public agency’s water rates and other water delivery charges. (However, the
court ultimately ruled in favor of the water agency and held that the entire initiative measure was
invalid on the grounds that the second part of the initiative measure, which would have
subjected future water rate increases to prior voter approval, was not supported by Article XIIIC
and was therefore invalid.)
The court in Bighorn specifically noted that it was not holding that the initiative power is
free of all limitations; the court stated that it was not determining whether the electorate’s
initiative power is subject to the statutory provision requiring that water service charges be set at
a level that will pay for operating expenses, provide for repairs and depreciation of works,
provide a reasonable surplus for improvements, extensions, and enlargements, pay the interest
on any bonded debt, and provide a sinking or other fund for the payment of the principal of such
debt as it may become due.
Finally, in Griffith v. Pajaro Valley Water Management Agency (220 Cal.App.4th 586
(2013)), the Sixth District Court of Appeal held that the groundwater augmentation charges
constitute a water service fee or charge under Proposition 218 and are therefore exempt from
election requirements. The court also found that the Agency had complied with the substantive
requirements of Proposition 218 by using a revenue-requirements model to determine the
amount of the groundwater augmentation charges, and employing a reasonable method for
allocating costs of service across its customer classes. See “Water Enterprise Financial
Information – Litigation Related to Groundwater Augmentation Charges.”
Current Practice Regarding Rates and Charges. Subsequent to the court’s decision
in the Griffith case, the Agency’s practice in implementing increases in water rates and charges
has been to comply with the requirements of Article XIIID, including the practice of providing
property owners with a 45-day mailed notice and public hearing before the Board approves rate
increases.
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Conclusion. It is not possible to predict how courts will further interpret Article XIIIC and
Article XIIID in future judicial decisions, and what, if any, further implementing legislation will be
enacted.
Under the Bighorn case, local voters could adopt an initiative measure that reduces or
repeals the City’s rates and charges, though it is not clear whether (and California courts have
not decided whether) any such reduction or repeal by initiative would be enforceable in a
situation in which such rates and charges are pledged to the repayment of bonds or other
indebtedness, as is the case with respect to the 2012 Bonds.
There can be no assurance that the courts will not further interpret, or the voters will not
amend, Article XIIIC and Article XIIID to limit the ability of local agencies to impose, levy, charge
and collect increased fees and charges for water, or to call into question previously adopted
water rate increases.
Limited Recourse on Default
If the Agency defaults on its obligation to pay the bonds, the Trustee, as assignee of the
Agency, has the right to accelerate the total unpaid principal amounts of the Bonds. However,
in the event of a default and such acceleration there can be no assurance that the Agency will
have sufficient Net Revenues to pay the accelerated Bonds.
Secondary Market for Bonds
There can be no guarantee that there will be a secondary market for the Bonds or, if a
secondary market exists, that any Bonds can be sold for any particular price. Prices of bond
issues for which a market is being made will depend upon then-prevailing circumstances.
Occasionally, because of general market conditions or because of adverse history or economic
prospects connected with a particular issue, secondary marketing practices in connection with a
particular issue are suspended or terminated. Additionally, prices of issues for which a market is
being made will depend upon then-prevailing circumstances. Such prices could be substantially
different from the original purchase price.
No assurance can be given that the market price for the Bonds will not be affected by
the introduction or enactment of any future legislation (including without limitation amendments
to the Internal Revenue Code), or changes in interpretation of the Internal Revenue Code, or
any action of the Internal Revenue Service, including but not limited to the publication of
proposed or final regulations, the issuance of rulings, the selection of the Bonds for audit
examination, or the course or result of any Internal Revenue Service audit or examination of the
Bonds or obligations that present similar tax issues as the Bonds.
Future Parity Obligations
As described in “SECURITY FOR THE BONDS – Issuance by the Agency of Additional
Debt” above, the Indenture permits the Agency to issue Parity Obligations, under which its
obligations would be payable on a parity with the payment debt service on the Bonds.
The coverage tests described in “SECURITY FOR THE BONDS – Issuance by the
Agency of Additional Debt” involve, to some extent, projections of Net Revenues. If Parity
Obligations are issued, the debt service coverage for the Bonds could be diluted below what it
otherwise would be. Moreover, there is no assurance that the assumptions that form the basis
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of such projections, if any, will be actually realized subsequent to the date of such projections. If
such assumptions are not realized, the amount of future Net Revenues may be less than
projected, and the actual amount of Net Revenues may be insufficient to provide for the
payment of the Bonds and any future Parity Obligations.
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TAX MATTERS
Federal Tax Law. In the opinion of Jones Hall, A Professional Law Corporation, San
Francisco, California, Bond Counsel, subject, however to certain qualifications set forth below,
under existing law, the interest on the Bonds is excluded from gross income for federal income
tax purposes, and such interest is not an item of tax preference for purposes of the federal
alternative minimum tax imposed on individuals and corporations, provided, however, that, for
the purpose of computing the alternative minimum tax imposed on corporations (as defined for
federal income tax purposes), such interest is taken into account in determining certain income
and earnings.
The opinions set forth in the preceding sentence are subject to the condition that the
Agency comply with all requirements of the Internal Revenue Code of 1986 (the “Tax Code”)
that must be satisfied subsequent to the issuance of the Bonds in order that such interest be, or
continue to be, excluded from gross income for federal income tax purposes. The Agency has
covenanted to comply with each such requirement. Failure to comply with certain of such
requirements may cause the inclusion of such interest in gross income for federal income tax
purposes to be retroactive to the date of issuance of the Bonds.
If the initial offering price to the public (excluding bond houses and brokers) at which a
Bond is sold is less than the amount payable at maturity thereof, then such difference
constitutes “original issue discount” for purposes of federal income taxes and State of California
personal income taxes. If the initial offering price to the public (excluding bond houses and
brokers) at which each Bond is sold is greater than the amount payable at maturity thereof, then
such difference constitutes “original issue premium” for purposes of federal income taxes and
State of California personal income taxes. De minimis original issue discount and original issue
premium is disregarded.
Under the Tax Code, original issue discount is treated as interest excluded from federal
gross income and exempt from State of California personal income taxes to the extent properly
allocable to each owner thereof subject to the limitations described in the first paragraph of this
section. The original issue discount accrues over the term to maturity of the Bond on the basis
of a constant interest rate compounded on each interest or principal payment date (with straightline interpolations between compounding dates). The amount of original issue discount
accruing during each period is added to the adjusted basis of such Bonds to determine taxable
gain upon disposition (including sale, redemption, or payment on maturity) of such Bond. The
Tax Code contains certain provisions relating to the accrual of original issue discount in the
case of purchasers of the Bonds who purchase the Bonds after the initial offering of a
substantial amount of such maturity. Owners of such Bonds should consult their own tax
advisors with respect to the tax consequences of ownership of Bonds with original issue
discount, including the treatment of purchasers who do not purchase in the original offering, the
allowance of a deduction for any loss on a sale or other disposition, and the treatment of
accrued original issue discount on such Bonds under federal individual and corporate alternative
minimum taxes.
Under the Tax Code, original issue premium is amortized on an annual basis over the
term of the Bond (said term being the shorter of the Bond's maturity date or its call date). The
amount of original issue premium amortized each year reduces the adjusted basis of the owner
of the Bond for purposes of determining taxable gain or loss upon disposition. The amount of
original issue premium on a Bond is amortized each year over the term to maturity of the Bond
on the basis of a constant interest rate compounded on each interest or principal payment date
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(with straight-line interpolations between compounding dates). Amortized Bond premium is not
deductible for federal income tax purposes. Owners of premium Bonds, including purchasers
who do not purchase in the original offering, should consult their own tax advisors with respect
to State of California personal income tax and federal income tax consequences of owning such
Bonds.
Current and future legislative proposals, if enacted into law, clarification of the Tax Code
or court decisions may cause interest on the Bonds to be subject, directly or indirectly, to federal
income taxation or to be subject to or exempted from state income taxation, or otherwise
prevent beneficial owners from realizing the full current benefit of the tax status of such interest.
The introduction or enactment of any such legislative proposals, clarification of the Tax Code or
court decisions may also affect the market price for, or marketability of, the Bonds. Prospective
purchasers of the Bonds should consult their own tax advisors regarding any pending or
proposed federal or state tax legislation, regulations or litigation, as to which Bond Counsel
expresses no opinion.
State Tax Law. In the further opinion of Bond Counsel, interest on the Bonds is exempt
from California personal income taxes.
General. Owners of the Bonds should also be aware that the ownership or disposition
of, or the accrual or receipt of interest on, the Bonds may have federal or state tax
consequences other than as described above. Bond Counsel expresses no opinion regarding
any federal or state tax consequences arising with respect to the Bonds other than as expressly
described above.
Form of Proposed Opinion. The form of the proposed opinion of Bond Counsel is
attached as APPENDIX E.
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CERTAIN LEGAL MATTERS
Jones Hall, A Professional Law Corporation, Bond Counsel, will render an opinion with
respect to the validity of the Bonds, the form of which opinion is set forth in APPENDIX E.
Certain legal matters will also be passed upon for the Agency by Jones Hall, as Disclosure
Counsel. Certain legal matters will be passed upon for the Agency by the Agency’s general
counsel.

ABSENCE OF MATERIAL LITIGATION
In connection with issuance of the Bonds, the Agency will certify that, to the best
knowledge of the Agency, there is no action, suit, proceeding, inquiry or investigation before or
by any court or federal, state, municipal or other governmental authority pending or, to the
knowledge of the Agency after reasonable investigation, threatened against or affecting the
Agency or the assets, properties or operations of the Agency which, if determined adversely to
the Agency or its interests, would have a material and adverse effect upon the consummation of
the transactions contemplated by or the validity of the Indenture, or upon the financial condition,
assets, properties or operations of the Agency.

RATING
Standard & Poor’s Ratings Services, a Standard & Poor’s Financial Services LLC
business (“S&P),” has assigned its municipal bond rating of “___” to the Bonds.
These ratings reflect only the views of S&P, and an explanation of the significance of
these ratings, and any outlook assigned to or associated with these ratings, should be obtained
from S&P. Generally, a rating agency bases its rating on the information and materials
furnished to it and on investigations, studies and assumptions of its own. The Agency has
provided certain additional information and materials to the rating agency (some of which does
not appear in this Official Statement).
There is no assurance that these ratings will continue for any given period of time or that
these ratings will not be revised downward or withdrawn entirely by the respective rating
agency, if in the judgment of such rating agency, circumstances so warrant. Any such
downward revision or withdrawal of any rating may have an adverse effect on the market price
or marketability of the Bonds.

CONTINUING DISCLOSURE
The Agency will covenant for the benefit of owners of the Bonds to provide certain
financial information and operating data relating to the Agency and the Water Enterprise (the
“Annual Report”) by not later than nine months following the end of the Agency’s fiscal year
(currently March 31 based on the Agency’s fiscal year ending June 30), commencing March 31,
2017, with the report for the fiscal year ending June 30, 2016, and to provide notices of the
occurrence of certain listed events.
These covenants have been made in order to assist the Underwriter in complying with
Securities Exchange Commission Rule 15c2-12(b)(5), as amended (the “Rule”). The specific
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nature of the information to be contained in the Annual Report or the notices of certain listed
events is set forth in “APPENDIX C.” The initial Dissemination Agent will be NHA Advisors,
LLC.
The Agency has entered into prior continuing disclosure undertaking under the Rule.
Prior to fiscal year 2014-15, the Agency failed to make any filings of annual financial information
or listed event notices in accordance with its prior continuing disclosure undertaking. In March
of 2015, the Agency made remedial filings of annual operating data, audited financial
statements and listed event notices covering the prior five-year period, and has taken steps,
which include the hiring of NHA Advisors LLC as its dissemination agent, intended to ensure
compliance with its continuing disclosure undertakings going forward. For fiscal year 2014-15,
the Agency made all filings of financial information and listed event notices in accordance with
its current continuing disclosure obligations.

UNDERWRITING
Hilltop Securities, Inc. (the “Underwriter”), has entered into a Bond Purchase
Agreement with the Agency under which it has agreed to purchase the Bonds at a price of
$________________ (equal to the par amount of the Bonds, less an Underwriter’s discount of
$_____________, and [plus/less] an original issue [premium/discount] of $____________).
The Underwriter will be obligated to take and pay for all the Bonds if any are taken. The
Underwriter intends to offer the Bonds to the public at the offering prices shown on the inside
cover page of this Official Statement. After the initial public offering, the public offering price
may be varied from time to time by the Underwriter.

PROFESSIONAL SERVICES
In connection with the issuance of the Bonds, fees payable to the following professionals
involved in the offering are contingent upon the issuance and delivery of the Bonds:
• Jones Hall, A Professional Law Corporation, as Bond Counsel and Disclosure
Counsel;
• NHA Advisors, LLC, as Municipal Advisor;
• Schiff Hardin LLP, as Underwriter’s Counsel;
• The Bank of New York Mellon Trust Company, N.A., as Trustee.
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EXECUTION
The execution and delivery of this Official Statement have been authorized by the Board
of the Agency.

PAJARO VALLEY WATER MANAGEMENT
AGENCY

By:
General Manager
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APPENDIX A
SUMMARY OF INDENTURE

The following is a brief summary of the provisions of the Indenture not otherwise
summarized in the text of this Official Statement. Such summary is not intended to be definitive,
and reference is made to the complete Indenture for the actual terms thereof.
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APPENDIX B
AUDITED FINANCIAL STATEMENTS OF THE AGENCY FOR THE
FISCAL YEAR ENDED JUNE 30, 2015
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APPENDIX C
FORM OF CONTINUING DISCLOSURE CERTIFICATE
$___________*

Pajaro Valley Water Management Agency
2016 Water Revenue Refunding Bonds
(Santa Cruz, Monterey and San Benito Counties, California)

This CONTINUING DISCLOSURE CERTIFICATE (this “Disclosure Certificate”) is
executed and delivered by the PAJARO VALLEY WATER MANAGEMENT AGENCY (the
“Agency”) in connection with the execution and delivery of the bonds captioned above (the
“Bonds”). The Bonds are being executed and delivered pursuant to an Indenture dated as of
June 1, 2016 (the “Indenture”), by and between the Agency and The Bank of New York Mellon
Trust Company, N.A., as trustee.
The Agency covenants and agrees as follows:
Section 1. Purpose of the Disclosure Certificate. This Disclosure Certificate is being
executed and delivered by the Agency for the benefit of the holders and beneficial owners of the
Bonds and in order to assist the Participating Underwriter in complying with S.E.C. Rule 15c212(b)(5).
Section 2. Definitions. In addition to the definitions set forth above and in the Indenture,
which apply to any capitalized term used in this Disclosure Certificate unless otherwise defined
in this Section 2, the following capitalized terms shall have the following meanings:
“Annual Report” means any Annual Report provided by the Agency pursuant to, and as
described in, Sections 3 and 4 of this Disclosure Certificate.
“Annual Report Date” means the date that is 9 months after the end of the Agency’s
fiscal year (currently March 31 based on the Agency’s fiscal year end of June 30).
“Dissemination Agent” means NHA Advisors, LLC, or any successor Dissemination
Agent designated in writing by the Agency and which has filed with the Agency a written
acceptance of such designation.
“Listed Events” means any of the events listed in Section 5(a) of this Disclosure
Certificate.
“MSRB” means the Municipal Securities Rulemaking Board, which has been designated
by the Securities and Exchange Commission as the sole repository of disclosure information for
purposes of the Rule, or any other repository of disclosure information that may be designated
by the Securities and Exchange Commission as such for purposes of the Rule in the future.
“Official Statement” means the final official statement executed by the Agency in
connection with the issuance of the Bonds.
“Participating Underwriter” means Hilltop Securities, Inc., the original underwriter of the
Bonds required to comply with the Rule in connection with offering of the Bonds.
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“Rule” means Rule 15c2-12(b)(5) adopted by the Securities and Exchange Commission
under the Securities Exchange Act of 1934, as it may be amended from time to time.
Section 3. Provision of Annual Reports.
(a)
The Agency shall, or shall cause the Dissemination Agent to, not later
than the Annual Report Date, commencing March 31, 2017, with the report for the 2015-16
fiscal year, provide to the MSRB, in an electronic format as prescribed by the MSRB, an Annual
Report that is consistent with the requirements of Section 4 of this Disclosure Certificate. Not
later than 15 Business Days prior to the Annual Report Date, the Agency shall provide the
Annual Report to the Dissemination Agent (if other than the Agency). If by 15 Business Days
prior to the Annual Report Date the Dissemination Agent (if other than the Agency) has not
received a copy of the Annual Report, the Dissemination Agent shall contact the Agency to
determine if the Agency is in compliance with the previous sentence. The Annual Report may be
submitted as a single document or as separate documents comprising a package, and may
include by reference other information as provided in Section 4 of this Disclosure Certificate;
provided that the audited financial statements of the Agency may be submitted separately from
the balance of the Annual Report, and later than the Annual Report Date, if not available by that
date. If the Agency’s fiscal year changes, it shall give notice of such change in the same
manner as for a Listed Event under Section 5(c). The Agency shall provide a written certification
with each Annual Report furnished to the Dissemination Agent to the effect that such Annual
Report constitutes the Annual Report required to be furnished by the Agency hereunder.
(b)
If the Agency does not provide (or cause the Dissemination Agent to provide) an
Annual Report by the Annual Report Date, the Agency shall provide (or cause the
Dissemination Agent to provide) to the MSRB, in an electronic format as prescribed by the
MSRB, a notice in substantially the form attached as Exhibit A.
(c)

With respect to each Annual Report, the Dissemination Agent shall:

(i)
determine each year prior to the Annual Report Date the then-applicable
rules and electronic format prescribed by the MSRB for the filing of annual continuing
disclosure reports; and
(ii)
if the Dissemination Agent is other than the Agency, file a report with the
Agency certifying that the Annual Report has been provided pursuant to this Disclosure
Certificate, and stating the date it was provided.
Section 4. Content of Annual Reports. The Agency’s Annual Report shall contain or
incorporate by reference the following:
(a)
The Agency’s audited financial statements prepared in accordance with generally
accepted accounting principles as promulgated to apply to governmental entities from time to
time by the Governmental Accounting Standards Board. If the Agency’s audited financial
statements are not available by the Annual Report Date, the Annual Report shall contain
unaudited financial statements in a format similar to the financial statements contained in the
final Official Statement, and the audited financial statements shall be filed in the same manner
as the Annual Report when they become available.
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(b)
Unless otherwise provided in the audited financial statements filed on or before
the Annual Report Date, financial information and operating data with respect to the Agency for
the preceding fiscal year, substantially similar to that provided in the corresponding tables in the
Official Statement:
(i)

Principal amount of Bonds outstanding.

(ii)
Balance in the Reserve Fund and a statement of the Reserve
Requirement.

(c)
In addition to any of the information expressly required to be provided under this
Disclosure Certificate, the Agency shall provide such further material information, if any, as may
be necessary to make the specifically required statements, in the light of the circumstances
under which they are made, not misleading.
(d)
Any or all of the items listed above may be included by specific reference to other
documents, including official statements of debt issues of the Agency or related public entities,
which are available to the public on the MSRB’s Internet web site or filed with the Securities and
Exchange Commission. The Agency shall clearly identify each such other document so
included by reference.
Section 5. Reporting of Significant Events.
(a)
The Agency shall give, or cause to be given, notice of the occurrence of any of
the following Listed Events with respect to the Bonds:
(1)

Principal and interest payment delinquencies.

(2)

Non-payment related defaults, if material.

(3)

Unscheduled draws on debt service reserves reflecting financial
difficulties.

(4)

Unscheduled
difficulties.

(5)

Substitution of credit or liquidity providers, or their failure to perform.

(6)

Adverse tax opinions, the issuance by the Internal Revenue Service of
proposed or final determinations of taxability, Notices of Proposed Issue
(IRS Form 5701-TEB) or other material notices or determinations with
respect to the tax status of the security, or other material events affecting
the tax status of the security.

(7)

Modifications to rights of security holders, if material.

(8)

Bond calls, if material, and tender offers.

(9)

Defeasances.

draws

on

credit
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enhancements

reflecting

financial

(10)

Release, substitution, or sale of property securing repayment of the
securities, if material.

(11)

Rating changes.

(12)

Bankruptcy, insolvency, receivership or similar event of the Agency or
other obligated person.

(13)

The consummation of a merger, consolidation, or acquisition involving the
Agency or an obligated person, or the sale of all or substantially all of the
assets of the Agency or an obligated person (other than in the ordinary
course of business), the entry into a definitive agreement to undertake
such an action, or the termination of a definitive agreement relating to any
such actions, other than pursuant to its terms, if material.

(14)

Appointment of a successor or additional trustee or the change of name
of a trustee, if material.

(b)
Whenever the Agency obtains knowledge of the occurrence of a Listed Event,
the Agency shall, or shall cause the Dissemination Agent (if not the Agency) to, file a notice of
such occurrence with the MSRB, in an electronic format as prescribed by the MSRB, in a timely
manner not in excess of 10 business days after the occurrence of the Listed Event.
Notwithstanding the foregoing, notice of Listed Events described in subsections (a)(8) and (9)
above need not be given under this subsection any earlier than the notice (if any) of the
underlying event is given to holders of affected Bonds under the Indenture.
(c)
The Agency acknowledges that the events described in subparagraphs (a)(2),
(a)(7), (a)(8) (if the event is a bond call), (a)(10), (a)(13), and (a)(14) of this Section 5 contain
the qualifier “if material” and that subparagraph (a)(6) also contains the qualifier "material" with
respect to certain notices, determinations or other events affecting the tax status of the Bonds.
The Agency shall cause a notice to be filed as set forth in paragraph (b) above with respect to
any such event only to the extent that it determines the event’s occurrence is material for
purposes of U.S. federal securities law. Whenever the Agency obtains knowledge of the
occurrence of any of these Listed Events, the Agency will as soon as possible determine if such
event would be material under applicable federal securities law. If such event is determined to
be material, the Agency will cause a notice to be filed as set forth in paragraph (b) above.
(d) For purposes of this Disclosure Certificate, any event described in paragraph (a)(12)
above is considered to occur when any of the following occur: the appointment of a receiver,
fiscal agent, or similar officer for the Agency in a proceeding under the United States
Bankruptcy Code or in any other proceeding under state or federal law in which a court or
governmental authority has assumed jurisdiction over substantially all of the assets or business
of the Agency, or if such jurisdiction has been assumed by leaving the existing governing body
and officials or officers in possession but subject to the supervision and orders of a court or
governmental authority, or the entry of an order confirming a plan of reorganization,
arrangement, or liquidation by a court or governmental authority having supervision or
jurisdiction over substantially all of the assets or business of the Agency.
Section 6. Identifying Information for Filings with the MSRB. All documents provided to
the MSRB under the Disclosure Certificate shall be accompanied by identifying information as
prescribed by the MSRB.
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Section 7. Termination of Reporting Obligation. The Agency’s obligations under this
Disclosure Certificate shall terminate upon the legal defeasance, prior redemption or payment in
full of all of the Bonds. If such termination occurs prior to the final maturity of the Bonds, the
Agency shall give notice of such termination in the same manner as for a Listed Event under
Section 5(c).
Section 8. Dissemination Agent. The Agency may, from time to time, appoint or engage
a Dissemination Agent to assist it in carrying out its obligations under this Disclosure Certificate,
and may discharge any Dissemination Agent, with or without appointing a successor
Dissemination Agent. The initial Dissemination Agent shall be NHA Advisors, LLC. Any
Dissemination Agent may resign by providing 30 days’ written notice to the Agency.
Section 9. Amendment; Waiver. Notwithstanding any other provision of this Disclosure
Certificate, the Agency may amend this Disclosure Certificate, and any provision of this
Disclosure Certificate may be waived, provided that the following conditions are satisfied:
(a)
if the amendment or waiver relates to the provisions of Sections 3(a), 4 or
5(a), it may only be made in connection with a change in circumstances that arises from
a change in legal requirements, change in law, or change in the identity, nature, or
status of an obligated person with respect to the Bonds, or type of business conducted;
(b)
the undertakings herein, as proposed to be amended or waived, would, in
the opinion of nationally recognized bond counsel, have complied with the requirements
of the Rule at the time of the primary offering of the Bonds, after taking into account any
amendments or interpretations of the Rule, as well as any change in circumstances; and
(c)
the proposed amendment or waiver either (i) is approved by holders of
the Bonds in the manner provided in the Indenture for amendments to the Indenture with
the consent of holders, or (ii) does not, in the opinion of nationally recognized bond
counsel, materially impair the interests of the holders or beneficial owners of the Bonds.
If the annual financial information or operating data to be provided in the Annual Report
is amended pursuant to the provisions hereof, the first Annual Report filed pursuant hereto
containing the amended operating data or financial information shall explain, in narrative form,
the reasons for the amendment and the impact of the change in the type of operating data or
financial information being provided.
If an amendment is made to this Disclosure Certificate modifying the accounting
principles to be followed in preparing financial statements, the Annual Report for the year in
which the change is made shall present a comparison between the financial statements or
information prepared on the basis of the new accounting principles and those prepared on the
basis of the former accounting principles. The comparison shall include a qualitative discussion
of the differences in the accounting principles and the impact of the change in the accounting
principles on the presentation of the financial information, in order to provide information to
investors to enable them to evaluate the ability of the Agency to meet its obligations. To the
extent reasonably feasible, the comparison shall be quantitative.
A notice of any amendment made pursuant to this Section 9 shall be filed in the same
manner as for a Listed Event under Section 5(c).
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Section 10. Additional Information. Nothing in this Disclosure Certificate shall be deemed
to prevent the Agency from disseminating any other information, using the means of
dissemination set forth in this Disclosure Certificate or any other means of communication, or
including any other information in any Annual Report or notice of occurrence of a Listed Event,
in addition to that which is required by this Disclosure Certificate. If the Agency chooses to
include any information in any Annual Report or notice of occurrence of a Listed Event in
addition to that which is specifically required by this Disclosure Certificate, the Agency shall
have no obligation under this Disclosure Certificate to update such information or include it in
any future Annual Report or notice of occurrence of a Listed Event.
Section 11. Default. If the Agency fails to comply with any provision of this Disclosure
Certificate, the Participating Underwriter or any holder or beneficial owner of the Bonds may
take such actions as may be necessary and appropriate, including seeking mandate or specific
performance by court order, to cause the Agency to comply with its obligations under this
Disclosure Certificate. A default under this Disclosure Certificate shall not be deemed an Event
of Default under the Indenture, and the sole remedy under this Disclosure Certificate in the
event of any failure of the Agency to comply with this Disclosure Certificate shall be an action to
compel performance.
Section 12. Duties, Immunities and Liabilities of Dissemination Agent. (a) The
Dissemination Agent shall have only such duties as are specifically set forth in this Disclosure
Certificate, and the Agency agrees to indemnify and save the Dissemination Agent, its officers,
directors, employees and agents, harmless against any loss, expense and liabilities which they
may incur arising out of or in the exercise or performance of its powers and duties hereunder,
including the costs and expenses (including attorneys’ fees) of defending against any claim of
liability, but excluding liabilities due to the Dissemination Agent’s negligence or willful
misconduct. The Dissemination Agent shall have no duty or obligation to review any information
provided to it by the Agency hereunder, and shall not be deemed to be acting in any fiduciary
capacity for the Agency, the Bond holders or any other party. The obligations of the Agency
under this Section shall survive resignation or removal of the Dissemination Agent and payment
of the Bonds.
(b) The Dissemination Agent shall be paid compensation by the Agency for its services
provided hereunder in accordance with its schedule of fees as amended from time to time, and
shall be reimbursed for all expenses, legal fees and advances made or incurred by the
Dissemination Agent in the performance of its duties hereunder.
Section 13. Beneficiaries. This Disclosure Certificate shall inure solely to the benefit of
the Agency, the Dissemination Agent, the Participating Underwriter and the holders and
beneficial owners from time to time of the Bonds, and shall create no rights in any other person
or entity.
Section 14. Counterparts. This Disclosure Certificate may be executed in several
counterparts, each of which shall be regarded as an original, and all of which shall constitute
one and the same instrument.
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Date: ___________, 2016
PAJARO VALLEY WATER MANAGEMENT
AGENCY
By:
Name:
Title:

AGREED AND ACCEPTED:
NHA ADVISORS, LLC,
as Dissemination Agent

By:
Name:
Title:
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EXHIBIT A
NOTICE OF FAILURE TO FILE ANNUAL REPORT

Name of Issuer:

Pajaro Valley Water Management Agency

Name of Issue:

Pajaro Valley Water Management Agency 2016 Water Revenue
Refunding Bonds

Date of Issuance:

________, 2016

NOTICE IS HEREBY GIVEN that the Agency has not provided an Annual Report with
respect to the above-named Bonds as required by the Indenture dated as of June 1, 2016, by
and between the Agency and The Bank of New York Mellon Trust Company, N.A., as trustee.
The Agency anticipates that the Annual Report will be filed by ________________.
Dated: _________, 2016

DISSEMINATION AGENT:
_________________

By:
Its:
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APPENDIX D
GENERAL INFORMATION ABOUT THE CITY OF WATSONVILLE
AND THE COUNTIES OF SANTA CRUZ, MONTEREY AND SAN BENITO

The following information concerning the City of Watsonville and the Counties of Santa
Cruz, Monterey and San Benito is included only for the purpose of supplying general information
regarding these areas.
General Information
City of Watsonville. The City of Watsonville (the “City”) is located in Santa Cruz
County, on the central coast of California and covers an area of about 6.6 square miles. The
economy centers predominantly around the farming industry. The City of Watsonville was
incorporated on March 30, 1868 and adopted its current charter on February 16, 1960. It uses
the council–manager government model. The city is divided into seven districts, each of which
elects a representative to the city council.
County of Monterey. The County of Monterey (the “County of Monterey”) covers an
area of approximately 3,300 square miles and borders the Pacific Ocean almost at the midpoint
of the California coastline, approximately 130 miles south of San Francisco and 240 miles north
of Los Angeles. Incorporated in 1850 as one of the State’s original 27 counties, the City of
Salinas is the County of Monterey’s seat. Agriculture, tourism, and government are major
contributors to the County of Monterey’s economy. The Salinas Valley, located in the eastern
portion of the County of Monterey, is a rich agricultural center and one of the nation’s major
vegetable producing areas. The Monterey Peninsula, famed for its scenic beauty, is a yearround tourist attraction. Pebble Beach, Cypress Point, Spyglass Hill, Poppy Hills and The Links
at Spanish Bay are well known Monterey Peninsula golf courses. The Monterey Bay Aquarium
and the City of Carmel also are attractions that draw tourists to the Monterey Peninsula.
County of San Benito. The County of San Benito (the “County of San Benito”) is
located several miles southeast of the Santa Clara Valley and is included in the San JoseSunnyvale-Santa Clara, CA Metropolitan Statistical Area, which is also included in the San
Jose-San Francisco-Oakland, CA Combined Statistical Area. Although it is inland, the county is
also considered part of the California Central Coast. The County of San Benito was formed
from parts of the County of Monterey in 1874. The economy is statistically included in metro
San Jose, though the dominant activity is agriculture. Agricultural tourism is growing as the
county has destination wineries, organic farms and quaint inns.
County of Santa Cruz. The County of Santa Cruz (the “County of Santa Cruz”) is the
second smallest county by area in California, containing a total of 440 square miles. The U.S.
Department of Agriculture considers two-thirds of the County of Santa Cruz to be forestland. It
borders the Pacific Ocean between the San Francisco Bay Area and the Monterey Peninsula.
The City of Santa Cruz is approximately 74 miles south of the City of San Francisco. San
Mateo County, which was originally part of Santa Cruz County, borders the county on the north.
It is bordered by Santa Clara County on the east and by San Benito and Monterey counties on
the south. The County of Santa Cruz’s diverse topography has shaped its economy in terms of
agricultural uses and tourism. In recent years, the County of Santa Cruz has experienced
growth in service industries and light manufacturing.
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Population
The following table shows population estimates for the City of Watsonville, County of
Monterey, County of San Benito, County of Santa Cruz and the State for the past five years as
of January 1.
CITY OF WATSONVILLE, COUNTY OF SANTA CRUZ, COUNTY OF MONTEREY, AND
COUNTY OF SAN BENITO
Population Estimates
As of January 1
Area
City of Watsonville
County of Monterey
County of San Benito
County of Santa Cruz
State of California

2012

2013

2014

2015

2016

51,484
419,586
55,781
265,348
37,668,804

51,919
422,754
56,003
268,189
37,984,138

51,874
424,774
56,231
269,322
38,357,121

52,087
425,413
56,445
271,646
38,714,725

52,891
437,178
56,648
275,902
39,255,883

Source: State of California, Department of Finance.
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Industry
The unemployment rate in Salinas Metropolitan Statistical Area was 10.5% in March
2016, down from a revised 10.8% in February 2016, and below the year-ago estimate of 10.6%.
This compares with an unadjusted unemployment rate of 5.6% percent for the State and 5.1%
for the nation during the same period.
The table below lists employment by industry group for the County of Monterey for the
past five calendar years.
SALINAS METROPOLITAN STATISTICAL AREA
(MONTEREY COUNTY)
Annual Average Labor Force
Employment by Industry Group
(March 2015 Benchmark)
(1)

Civilian Labor Force
Employment
Unemployment
Unemployment Rate
(2)
Wage and Salary Employment:
Agriculture
Manufacturing
Wholesale Trade
Retail Trade
Trans., Warehousing, Utilities
Information
Financial Activities
Professional and Business Services
Educational and Health Services
Leisure and Hospitality
Other Services
Federal Government
State Government
Local Government
(3)
Total All Industries

2011
216,600
189,100
27,400
12.7%

2012
218,100
192,900
25,300
11.6%

2013
216,900
194,600
22,400
10.3%

2014
219,000
199,200
19,800
9.0%

2015
221,400
203,500
17,900
8.1%

46,300
5,600
4,900
15,700
3,400
1,600
4,100
11,500
16,500
20,200
4,600
5,900
5,600
20,200
166,100

48,200
5,200
5,200
15,900
3,800
1,500
4,200
11,400
16,800
21,200
4,700
5,800
5,600
19,800
169,300

50,100
5,300
5,200
16,200
4,000
1,500
4,000
11,300
17,500
21,900
4,800
5,500
5,400
19,300
172,000

52,200
5,400
5,400
16,200
4,200
1,400
4,000
12,100
18,000
22,800
4,900
5,200
5,500
19,900
177,200

54,100
5,600
5,400
16,400
4,400
1,300
4,100
12,900
18,500
23,400
5,000
5,100
5,700
20,300
182,200

(1)

Labor force data is by place of residence; includes self-employed individuals, unpaid family workers, household domestic
workers, and workers on strike.
(2)
Industry employment is by place of work; excludes self-employed individuals, unpaid family workers, household domestic
workers, and workers on strike.
(3)
May not add due to rounding.
Source: State of California Employment Development Department.
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The unemployment rate in the San Jose-Sunnyvale-Santa Clara Metropolitan Statistical
Area was 3.9% in March 2016, up from a revised 3.8% in February 2016, and below the yearago estimate of 4.5%. This compares with an unadjusted unemployment rate of 5.6% for the
State and 5.1% for the nation during the same period. The unemployment rate was 7.8% in the
County of San Benito and 3.8% in the County of Santa Clara.
The following table shows civilian labor force and wage and salary employment data for
the County of San Benito for the past five calendar years.
SAN JOSE-SUNNYVALE-SANTA CLARA METROPOLITAN STATISTICAL AREA
(San Benito and Santa Clara Counties)
Annual Average Labor Force
Employment by Industry Group
March 2015 Benchmark
(1)

Civilian Labor Force
Employment
Unemployment
Unemployment Rate
(2)
Wage and Salary Employment:
Agriculture
Manufacturing
Wholesale Trade
Retail Trade
Trans., Warehousing, Utilities
Information
Financial Activities
Professional and Business Services
Educational and Health Services
Leisure and Hospitality
Other Services
Federal Government
State Government
Local Government
(3)
Total All Industries

2011
968,100
876,600
91,500
9.5%

2012
988,500
909,300
79,200
8.0%

2013
1,003,200
937,000
66,200
6.6%

2014
1,025,000
971,100
53,900
5.3%

2015
1,048,200
1,003,600
44,600
4.3%

5,000
155,300
34,000
81,800
12,100
51,300
32,400
166,700
129,700
77,400
24,600
10,100
6,400
76,100
862,900

4,900
155,900
35,000
84,100
13,000
54,200
33,300
178,200
136,800
82,500
24,800
9,800
6,400
75,200
894,100

5,000
155,700
36,300
84,900
14,200
58,700
33,900
191,200
143,800
87,500
25,400
9,900
6,300
75,600
928,400

5,300
158,700
36,500
86,400
14,900
66,300
34,700
203,000
150,000
91,900
26,400
9,900
6,400
77,100
967,500

5,400
161,600
36,400
87,500
15,500
74,800
35,300
216,000
156,700
95,700
27,100
9,900
6,600
76,200
1,004,700

(1)

Labor force data is by place of residence; includes self-employed individuals, unpaid family workers, household domestic
workers, and workers on strike.
(2) Industry employment is by place of work; excludes self-employed individuals, unpaid family workers, household domestic
workers, and workers on strike.
(3) Totals may not add due to rounding.
Source: State of California Employment Development Department.
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The unemployment rate in Santa Cruz County was 8.8% in March 2016, unchanged
from a revised 8.8% in February 2016, and below the year-ago estimate of 9.5%. This
compares with an unadjusted unemployment rate of 5.6% for the State and 5.1% for the nation
during the same period.
The following table shows civilian labor force and wage and salary employment data for
the Santa Cruz Metropolitan Statistical Area for the past five calendar years.
SANTA CRUZ WATSONVILLE METROPOLITAN STATISTICAL AREA
(Santa Cruz County)
Annual Average Labor Force
Employment by Industry Group
March 2015 Benchmark
(1)

Civilian Labor Force
Employment
Unemployment
Unemployment Rate
(2)
Wage and Salary Employment:
Agriculture
Mining, Logging, Construction
Manufacturing
Wholesale Trade
Retail Trade
Trans., Warehousing and Utilities
Information
Finance and Insurance
Real Estate and Rental and Leasing
Professional and Business Services
Educational and Health Services
Leisure and Hospitality
Other Services
Federal Government
State Government
Local Government
(3)
Total, All Industries

2011
141,300
122,900
18,500
13.1%

2012
142,300
125,400
16,800
11.8%

2013
142,400
127,800
14,600
10.3%

2014
143,100
130,600
12,500
8.7%

2015
144,200
133,400
10,800
7.5%

8,600
2,900
5,400
3,400
11,300
1,500
900
1,900
1,200
9,500
15,400
11,100
3,600
500
8,000
11,800
97,000

8,400
3,000
5,700
3,400
11,400
1,400
800
1,900
1,300
9,700
15,800
11,600
3,800
500
8,000
11,900
98,600

8,300
3,200
6,000
3,500
11,500
1,400
800
2,000
1,400
9,700
16,500
12,200
4,100
500
8,100
12,100
101,300

8,500
3,400
6,200
3,500
11,800
1,300
800
2,000
1,500
9,500
16,900
12,900
4,300
500
8,200
12,400
103,700

8,400
3,600
6,600
3,500
11,900
1,400
800
2,100
1,500
9,800
17,200
13,700
4,600
500
8,400
12,500
106,500

(1)

Labor force data is by place of residence; includes self-employed individuals, unpaid family workers, household domestic
workers, and workers on strike.
(2)
Industry employment is by place of work; excludes self-employed individuals, unpaid family workers, household domestic
workers, and workers on strike.
(3)
Totals may not add due to rounding.
Source: State of California Employment Development Department.
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The table below lists, in alphabetical order, the major employers in the County of
Monterey.
COUNTY OF MONTEREY
Major Employers
April 2016
Employer Name
Al Pak Labor
Azcona Harvesting
Breast Care Ctr
Bud of California
California State University
Casa Palmero
D'Arrigo Brothers Co
Dole Fresh Vegetables Co
Hilltown Packing Co
Mann Packing Co
Misionero Vegetables
Monterey Cnty Social Svc Cmmtt
Monterey Cnty Social Svc Dept
Monterey County Office Edu
Natividad Medical Ctr
Naval Postgraduate School
Pebble Beach Co
Pebble Beach Resorts
Quality Farm Labor
Rocket Farms
Salinas Valley Meml Healthcare
Social Services Dept
Taylor Farms
US Defense Dept
US Defense Manpower Data Ctr

Location
Soledad
Greenfield
Monterey
Soledad
Seaside
Pebble Beach
Salinas
Soledad
Salinas
Salinas
Gonzales
Salinas
Salinas
Salinas
Salinas
Monterey
Pebble Beach
Pebble Beach
Gonzales
Salinas
Salinas
Salinas
Salinas
Seaside
Seaside

Industry
Labor Contractors
Harvesting-Contract
Diagnostic Imaging Centers
Fruits & Vegetables-Growers & Shippers
Schools-Universities & Colleges Academic
Hotels & Motels
Fruits & Vegetables-Growers & Shippers
Fruits & Vegetables-Growers & Shippers
Harvesting-Contract
Fruits & Vegetables-Growers & Shippers
Fruits & Vegetables-Growers & Shippers
Government Offices-County
Government Offices-County
School Districts
Hospitals
Schools-Universities & Colleges Academic
Resorts
Resorts
Labor Contractors
Farms
Hospitals
Senior Citizens Service Organizations
Fruits & Vegetables-Growers & Shippers
Government Offices-Us
Government Offices-Us

Source: State of California Employment Development Department, extracted from The America's Labor Market Information System
(ALMIS) Employer Database, 2016 1st Edition.
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The table below lists, in alphabetical order, the major employers in the County of San
Benito.
COUNTY OF SAN BENITO
Major Employers
April 2016
Employer Name
American Electrical Svc Inc
Calaveras Elementary School
Corbin
Denise & Filice Packing Co
Diageo North America
Earthbound Farm
Guerra Nut Shelling Co Inc
Hazel Hawkins Medical Ctr
MC Electronics Inc
Milgard Manufacturing Inc
Nob Hill Foods
Pacific Harvest Seafoods
R & R Labor
R O Hardin Elementary School
Ridgemark Golf & Country Club
Safeway
San Benito Foods
San Benito High School
San Benito Sheriff
Save Mart
Target
True Leaf Farms
Waste Management
West Marine
Willis Construction Co Inc

Location
Hollister
Hollister
Hollister
Hollister
Paicines
San Juan Bautista
Hollister
Hollister
Hollister
Hollister
Hollister
San Juan Bautista
Hollister
Hollister
Hollister
Hollister
Hollister
Hollister
Hollister
Hollister
Hollister
San Juan Bautista
Hollister
Hollister
San Juan Bautista

Industry
Electric Contractors
Schools
Motorcycles-Supls & Parts-Manufacturers
Fruits & Vegetables-Wholesale
Liquors-Wholesale
Fruits & Vegetables-Growers & Shippers
Nuts-Edible
Hospitals
Wire Harnesses-Electrical-Manufacturers
Windows-Manufacturers
Grocers-Retail
Frozen Fruit, Fruit Juices/Vegs (Mfrs)
Labor Contractors
Schools
Restaurants
Grocers-Retail
Canning (Mfrs)
Stadiums Arenas & Athletic Fields
Sheriff
Grocers-Retail
Department Stores
Farm Management Service
Garbage Collection
Marine Equipment & Supplies
Concrete Prods-Ex Block & Brick (Mfrs)

Source: State of California Employment Development Department, extracted from The America's Labor Market Information System
(ALMIS) Employer Database, 2016 1st Edition.
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The table below lists, in alphabetical order, the major employers in the County of Santa
Cruz.
COUNTY OF SANTA CRUZ
Major Employers
April 2016
Ameri Kleen Building Svc
Audiology Associates
BRG Sports Inc
Cabrillo College
CB NORTH LLC
Creekside Farms Inc
Dominican Hospital
Dutra Farms
Granite Construction Co
Granite Construction Inc
Larse Farms Inc
Monterey Mushrooms Inc
Mukti For Social Development
Plantronics Inc
Santa Cruz Beach Boardwalk
Santa Cruz Governmental Ctr
Santa Cruz Health Ctr
Sesnon House
Source Naturals
Threshold Enterprises Ltd
University of Ca-Santa Cruz
Watsonville City Sewer Dept
Watsonville Community Hospital
West Marine Inc
West Marine Products Inc

Watsonville
Soquel
Scotts Valley
Aptos
Watsonville
Watsonville
Santa Cruz
Watsonville
Watsonville
Watsonville
Watsonville
Watsonville
Santa Cruz
Santa Cruz
Santa Cruz
Santa Cruz
Santa Cruz
Aptos
Scotts Valley
Scotts Valley
Santa Cruz
Watsonville
Watsonville
Watsonville
Watsonville

Business Services NEC
Clinics
Sporting Goods-Retail
Schools-Universities & Colleges Academic
Membership Sports & Recreation Clubs
Farms
Hospitals
Grocers-Wholesale
Construction-Building Contractors
Construction-Building Contractors
Fruits & Vegetables-Growers & Shippers
Mushrooms
E-Commerce
Telephone & Telegraph Apparatus (mfrs)
Amusement & Theme Parks
Government Offices-County
Clinics
Caterers
Vitamin Products-Manufacturers
Health Food Products-Wholesale
Schools-Universities & Colleges Academic
Government Offices-City, Village & Twp
Hospitals
Boat Equipment & Supplies
Marine Equipment & Supplies

Source: State of California Employment Development Department, extracted from The America's Labor Market Information System
(ALMIS) Employer Database, 2016 1st Edition.
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Commercial Activity
A summary of historical taxable sales within the City during the past five years in which
data is available is shown in the following table. Total taxable sales during the first three
quarters of calendar year 2014 in the City were reported to be $450,212, a 3.75% increase over
the total taxable sales of $433,953 reported during the first three quarters of calendar year
2013. Figures are not yet available for calendar years 2014 or 2015.
CITY OF WATSONVILLE
Taxable Transactions
(Dollars in Thousands)
Retail Stores

Year

2009 (1)
2010 (1)
2011 (1)
2012 (1)
2013 (1)

Number of
Permits
698
726
743
722
717

Total All Outlets

Taxable
Transactions
381,538
401,411
426,431
439,364
455,395

Number of
Permits
1,119
1,149
1,163
1,141
1,110

Taxable
Transactions
495,137
516,230
537,997
551,398
585,790

(1)
Not comparable to prior years. “Retail” category now includes “Food Services.”
Source: State of California, Board of Equalization.

A summary of historical taxable sales within the County of Monterey during the past five
years in which data is available is shown in the following table. Total taxable sales during the
first three quarters of calendar year 2014 in the County of Monterey were reported to be
$4,606,289, a 5.13% increase over the total taxable sales of $4,381,442 reported during the first
three quarters of calendar year 2013. Figures are not yet available for calendar years 2014 or
2015.
COUNTY OF MONTEREY
Taxable Transactions
(Dollars in Thousands)
Retail Stores

Year

2009 (1)
2010 (1)
2011 (1)
2012 (1)
2013 (1)

Number of
Permits
6,921
6,953
6,911
6,911
7,133

Total All Outlets

Taxable
Transactions
3,423,370
3,680,776
3,927,095
3,927,095
4,137,019

Number of
Permits
10,204
10,268
10,184
10,184
10,389

(1)
Not comparable to prior years. “Retail” category now includes “Food Services.”
Source: State of California, Board of Equalization.
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Taxable
Transactions
4,955,562
5,312,732
5,637,445
5,637,445
5,910,531

A summary of historical taxable sales within the County of San Benito during the past
five years in which data is available is shown in the following table. Total taxable sales during
the first three quarters of calendar year 2014 in the County of San Benito were reported to be
$417,996, a 1.28% increase over the total taxable sales of $412,682 reported during the first
three quarters of calendar year 2013. Figures are not yet available for calendar years 2014 or
2015.
COUNTY OF SAN BENITO
Taxable Retail Sales
Number of Permits and Valuation of Taxable Transactions
(Dollars in Thousands)
Retail Stores

Year

2009 (1)
2010 (1)
2011 (1)
2012 (1)
2013 (1)

Number of
Permits

816
833
803
786
844

Total All Outlets

Taxable
Transactions

245,237
257,233
281,201
308,777
329,051

Number of
Permits

Taxable
Transactions

1,219
1,244
1,217
1,199
1,260

422,942
449,872
486,490
530,017
560,238

(1)
Not comparable to prior years. “Retail” category now includes “Food Services.”
Source: State of California, Board of Equalization.

A summary of historical taxable sales within the County of Santa Cruz during the past
five years in which data is available is shown in the following table. Total taxable sales during
the first three quarters of 2014 in the County were reported to be $2,495,917, a 3.35% increase
over the total taxable sales of $2,414,943 reported during the first three quarters of 2013.
Figures are not yet available for calendar years 2014 or 2015.
COUNTY OF SANTA CRUZ
Taxable Retail Sales
Number of Permits and Valuation of Taxable Transactions
(dollars in thousands)
Retail Stores

Year

2009 (1)
2010 (1)
2011 (1)
2012 (1)
2013 (1)

Number of
Permits
5,557
5,711
5,823
5,835
6,074

Total All Outlets

Taxable
Transactions
1,956,754
2,079,236
2,248,131
2,375,320
2,525,183

Number of
Permits
8,092
8,222
8,301
8,320
8,539

(1)
Not comparable to prior years. “Retail” category now includes “Food Services.”
Source: State of California, Board of Equalization.
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Taxable
Transactions
2,638,469
2,731,832
2,893,395
3,056,694
3,270,766

Construction Trends
Provided below are the building permits and valuations for the City of Watsonville, for
calendar years 2010 through 2014. Annual figures are not yet available for calendar year 2015.
CITY OF WATSONVILLE
Building Permit Valuations
(Dollars in Thousands)
2010

2011

Permit Valuation
New Single-family
New Multi-family
Res. Alterations/Additions
Total Residential

$197.7
0.0
1,017.4
1,215.1

$165.0
1,966.1
1,468.7
3,599.8

$0.0
0.0
287.0
287.0

$690.0
482.8
2,112.2
3,285.0

$2,671.8
697.1
2,974.5
6,343.4

New Commercial
New Industrial
New Other
Com. Alterations/Additions
Total Nonresidential

0.0
0.0
669.2
4,224.8
4,894.0

68.9
0.0
0.0
1,780.7
1,849.6

94.0
0.0
0.0
116.0
210.0

2,330.0
0.0
477.5
904.9
3,712.4

4,478.6
0.0
372.4
9,981.8
14,832.8

1
0
1

2
18
20

0
0
0

3
5
8

13
4
17

New Dwelling Units
Single Family
Multiple Family
TOTAL

2012

2013

2014

Source: Construction Industry Research Board, Building Permit Summary

Provided below are the building permits and valuations for the County of Monterey, for
calendar years 2010 through 2014. Annual figures are not yet available for calendar year 2015.
COUNTY OF MONTEREY
Building Permit Valuations
(Dollars in Thousands)
2010

2011

2012

2013

2014

Permit Valuation
New Single-family
New Multi-family
Res. Alterations/Additions
Total Residential

$55,857.3
28,302.0
58,784.8
142,944.2

$63,217.2
5,859.7
61,111.0
130,187.9

$76,667.4
19,151.0
55,293.0
151,111.4

$75,564.4
31,054.8
62,204.0
168,823.2

$97,600.9
8,635.9
59,820.9
166,057.7

New Commercial
New Industrial
New Other
Com. Alterations/Additions
Total Nonresidential

16,132.2
0.0
11,384.5
57,074.8
84,591.5

3,800.0
1,494.4
14,321.6
44,505.9
64,121.9

18,363.0
4,403.6
1,376.0
46,115.3
70,257.9

39,908.4
1,822.1
15,345.4
47,622.1
104,698.0

21,467.7
12,104.5
48,716.4
72,051.9
154,340.5

118
167
285

130
26
156

106
131
237

New Dwelling Units
Single Family
Multiple Family
TOTAL

Source: Construction Industry Research Board, Building Permit Summary
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190
252
442

236
85
321

Provided below are the building permits and valuations for the County of San Benito, for
calendar years 2010 through 2014. Annual figures are not yet available for calendar year 2015.
COUNTY OF SAN BENITO
Building Permit Valuations
(Dollars in Thousands)
2010

2011

2012

$10,191.6
7,708.6
2,384.2
20,284.4

$9,030.4
0.0
3,601.5
12,631.9

$9,115.1
0.0
1,936.0
11,051.1

$32,574.5
0.0
3,019.5
35,594.0

$20,711.8
0.0
3,245.3
23,957.1

New Commercial
New Industrial
New Other
Com. Alterations/Additions
Total Nonresidential*

225.0
1,900.0
1,757.7
5,031.0
8,913.7

2,007.7
750.0
1,484.3
2,43.6
4,287.6

7,614.9
2,340.0
20.0
4,578.7
14,553.6

4,763.9
42.0
2,623.5
3,200.0
10,629.3

6,147.8
0.0
9,593.7
6,311.7
22,053.2

New Dwelling Units
Single Family
Multiple Family
TOTAL

48
97
145

Permit Valuation
New Single-family
New Multi-family
Res. Alterations/Additions
Total Residential*

32
0
32

36
0
36

2013

2014

138
0
138

78
0
78

Source: Construction Industry Research Board, Building Permit Summary

Provided below are the building permits and valuations for the County of Santa Cruz, for
calendar years 2010 through 2014. Annual figures are not yet available for calendar year 2015.
COUNTY OF SANTA CRUZ
Building Permit Valuations
(Dollars in Thousands)
2010

2011

2012

2013

2014

Permit Valuation
New Single-family
New Multi-family
Res. Alterations/Additions
Total Residential

$10,718.5
2,234.8
11,197.5
24,150.8

$5,469.6
0
11,856.4
17,326.0

$19,429.3
832.5
13,984.8
34,246.6

$19,380.2
4,155.5
13,491.4
37,027.1

$36,082.8
1,504.2
35,698.1
73,285.1

New Commercial
New Industrial
New Other
Com. Alterations/Additions
Total Nonresidential

3,500.0
0.0
784.7
14,012.6
18,297.3

174.5
0.0
0.0
9,973.7
10,148.2

18,521.8
0.0
7,587.4
16,552.5
42,661.7

15,415.9
914.0
1,819.6
13,004.0
31,153.5

39,646.9
0.0
10,725.9
38,487.1
88,859.9

New Dwelling Units
Single Family
Multiple Family
TOTAL

18
23
41

19
0
19

Source: Construction Industry Research Board, Building Permit Summary
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41
2
43

30
23
53

114
9
123

Effective Buying Income
“Effective Buying Income” is defined as personal income less personal tax and non-tax
payments, a number often referred to as “disposable” or “after-tax” income. Personal income is
the aggregate of wages and salaries, other labor-related income (such as employer
contributions to private pension funds), proprietor’s income, rental income (which includes
imputed rental income of owner-occupants of non-farm dwellings), dividends paid by
corporations, interest income from all sources, and transfer payments (such as pensions and
welfare assistance). Deducted from this total are personal taxes (federal, state and local), nontax payments (fines, fees, penalties, etc.) and personal contributions to social insurance.
According to U.S. government definitions, the resultant figure is commonly known as
“disposable personal income.”
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The following table summarizes the total effective buying income for the City of
Watsonville, County of Monterey, County of San Benito, County of Santa Cruz, the State and
the United States for the past five years. Data for calendar year 2015 is not yet available.
CITY OF WATSONVILLE, COUNTY OF MONTEREY, COUNTY OF SAN BENITO, AND
COUNTY OF SANTA CRUZ
Effective Buying Income - 2010 through 2014

Year

Area

Total Effective
Buying Income
(000’s Omitted)

Median Household
Effective Buying
Income

2010

City of Watsonville
County of Monterey
County of San Benito
County of Santa Cruz
California
United States

$616,753
7,920,354
1,075,045
6,400,490
801,393,028
6,365,020,076

$37,406
49,171
55,795
51,518
47,177
41,368

2011

City of Watsonville
County of Monterey
County of San Benito
County of Santa Cruz
California
United States

$609,023
7,637,341
1,116,678
6,521,260
814,578,458
6,438,704,664

$37,201
46,950
55,295
51,112
47,062
41,253

2012

City of Watsonville
County of Monterey
County of San Benito
County of Santa Cruz
California
United States

$631,418
7,810,921
967,165
6,478,800
864,088,828
6,737,867,730

$37,710
46,881
46,168
48,932
47,307
41,358

2013

City of Watsonville
County of Monterey
County of San Benito
County of Santa Cruz
California
United States

$675,745
8,215,141
1,129,535
6,686,470
858,676,636
6,982,757,379

$40,363
45,519
52,004
52,149
48,340
43,715

2014

City of Watsonville
County of Monterey
County of San Benito
County of Santa Cruz
California
United States

$771,585
8,412,833
1,211,128
7,873,450
901,189,699
7,357,153,421

$45,542
49,431
55,182
59,554
50,072
45,448

Source: The Nielsen Company (US), Inc.
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APPENDIX E
FORM OF BOND COUNSEL OPINION

___________________, 2016

Board of Directors
Pajaro Valley Water Management Agency
36 Brennan Street
Watsonville, California 95076
OPINION:

$_____________ Pajaro Valley Water Management Agency
2016 Water Revenue Refunding Bonds

Members of the Board:
We have acted as bond counsel in connection with the issuance by the Pajaro Valley
Water Management Agency (the “Agency”) of the water revenue refunding bonds captioned
above (the “Bonds”) under the provisions of Articles 10 and 11 of Chapter 3 of Part 1 of Division
2 of Title 5 of the California Government Code, commencing with Section 53570 of said Code
(the “Bond Law”), and under an Indenture of Trust dated as of June 1, 2016 (the “Indenture”),
between the Agency and The Bank of New York Mellon Trust Company, N.A., as trustee, and a
resolution of the Board of Directors of the Agency adopted on May 18, 2016. We have
examined the Bond Law, an executed copy of the Indenture and such certified proceedings and
other papers as we deem necessary to render this opinion.
As to questions of fact material to our opinion, we have relied upon representations of
the Agency contained in the Indenture and in the certified proceedings and other certifications of
public officials furnished to us, without undertaking to verify the same by independent
investigation.
Based upon our examination we are of the opinion, under existing law, that:
1.
The Agency is a special district organized and existing under the laws of the State
of California, with power to enter into the Indenture, to perform the agreements on its part
contained therein and to issue the Bonds.
2.
The Bonds have been duly authorized, executed and delivered by the Agency and
are legal, valid and binding obligations of the Agency, payable solely from the sources provided
therefor in the Indenture.
3.
The Indenture has been duly approved by the Agency and constitutes a legal, valid
and binding obligation of the Agency enforceable against the Agency in accordance with its
terms.
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4.
Pursuant to the Bond Law, the Indenture establishes a valid lien on and pledge of
the Net Revenues of the Water Enterprise (as such terms are defined in the Indenture) for the
security of the Bonds and any obligations issued on a parity therewith.
5.
The interest on the Bonds is excluded from gross income for federal income tax
purposes and is not an item of tax preference for purposes of the federal alternative minimum
tax imposed on individuals and corporations; it should be noted, however, that, for the purpose
of computing the alternative minimum tax imposed on corporations (as defined for federal
income tax purposes), such interest is taken into account in determining certain income and
earnings. The opinions set forth in the preceding sentences are subject to the condition that the
Agency comply with all requirements of the Internal Revenue Code of 1986 that must be
satisfied subsequent to the issuance of the Bonds in order that interest thereon be, or continue
to be, excluded from gross income for federal income tax purposes. The Agency has
covenanted in the Indenture to comply with each such requirement. Failure to comply with
certain of such requirements may cause the inclusion of interest on the Bonds in gross income
for federal income tax purposes to be retroactive to the date of issuance of the Bonds. We
express no opinion regarding other federal tax consequences arising with respect to the Bonds.
6.
The interest on the Bonds is exempt from personal income taxation imposed by the
State of California.
The rights of the owners of the Bonds and the enforceability of the Bonds and the
Indenture may be subject to bankruptcy, insolvency, reorganization, moratorium and other
similar laws affecting creditors’ rights heretofore or hereafter enacted, and may also be subject
to the exercise of judicial discretion in accordance with principles of equity or otherwise in
appropriate cases.
This opinion is given as of the date hereof, and we assume no obligation to revise or
supplement this opinion to reflect any facts or circumstances that may hereafter come to our
attention, or any changes in law that may hereafter occur. Our engagement with respect to this
matter has terminated as of the date hereof.
Respectfully submitted,

A Professional Law Corporation
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APPENDIX F
DTC AND THE BOOK-ENTRY ONLY SYSTEM
The following description of the Depository Trust Company (“DTC”), the procedures and
record keeping with respect to beneficial ownership interests in the Bonds, payment of principal,
interest and other payments on the Bonds to DTC Participants or Beneficial Owners,
confirmation and transfer of beneficial ownership interest in the Bonds and other related
transactions by and between DTC, the DTC Participants and the Beneficial Owners is based
solely on information provided by DTC. Accordingly, no representations can be made
concerning these matters and neither the DTC Participants nor the Beneficial Owners should
rely on the foregoing information with respect to such matters, but should instead confirm the
same with DTC or the DTC Participants, as the case may be.
Neither the issuer of the Bonds (the “Issuer”) nor the trustee, fiscal agent or paying
agent appointed with respect to the Bonds (the “Agent”) take any responsibility for the
information contained in this Appendix.
No assurances can be given that DTC, DTC Participants or Indirect Participants will
distribute to the Beneficial Owners (a) payments of interest, principal or premium, if any, with
respect to the Bonds, (b) certificates representing ownership interest in or other confirmation or
ownership interest in the Bonds, or (c) redemption or other notices sent to DTC or Cede & Co.,
its nominee, as the registered owner of the Bonds, or that they will so do on a timely basis, or
that DTC, DTC Participants or DTC Indirect Participants will act in the manner described in this
Appendix. The current “Rules” applicable to DTC are on file with the Securities and Exchange
Commission and the current “Procedures” of DTC to be followed in dealing with DTC
Participants are on file with DTC.
1. The Depository Trust Company (“DTC”), New York, NY, will act as securities
depository for the securities (the “Securities”). The Securities will be issued as fully-registered
securities registered in the name of Cede & Co. (DTC’s partnership nominee) or such other
name as may be requested by an authorized representative of DTC. One fully-registered
Security certificate will be issued for each issue of the Securities, each in the aggregate
principal amount of such issue, and will be deposited with DTC. If, however, the aggregate
principal amount of any issue exceeds $500 million, one certificate will be issued with respect to
each $500 million of principal amount, and an additional certificate will be issued with respect to
any remaining principal amount of such issue.
2. DTC, the world’s largest securities depository, is a limited-purpose trust company
organized under the New York Banking Law, a “banking organization” within the meaning of the
New York Banking Law, a member of the Federal Reserve System, a “clearing corporation”
within the meaning of the New York Uniform Commercial Code, and a “clearing agency”
registered pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934.
DTC holds and provides asset servicing for over 3.5 million issues of U.S. and non-U.S. equity
issues, corporate and municipal debt issues, and money market instruments (from over 100
countries) that DTC’s participants (“Direct Participants”) deposit with DTC. DTC also facilitates
the post-trade settlement among Direct Participants of sales and other securities transactions in
deposited securities, through electronic computerized book-entry transfers and pledges
between Direct Participants’ accounts. This eliminates the need for physical movement of
securities certificates. Direct Participants include both U.S. and non-U.S. securities brokers and
dealers, banks, trust companies, clearing corporations, and certain other organizations. DTC is
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a wholly-owned subsidiary of The Depository Trust & Clearing Corporation (“DTCC”). DTCC is
the holding company for DTC, National Securities Clearing Corporation and Fixed Income
Clearing Corporation, all of which are registered clearing agencies. DTCC is owned by the users
of its regulated subsidiaries. Access to the DTC system is also available to others such as both
U.S. and non-U.S. securities brokers and dealers, banks, trust companies, and clearing
corporations that clear through or maintain a custodial relationship with a Direct Participant,
either directly or indirectly (“Indirect Participants”). DTC has a Standard & Poor’s rating of AA+.
The DTC Rules applicable to its Participants are on file with the Securities and Exchange
Commission. More information about DTC can be found at www.dtcc.com. The information
contained on this Internet site is not incorporated herein by reference.
3. Purchases of Securities under the DTC system must be made by or through Direct
Participants, which will receive a credit for the Securities on DTC’s records. The ownership
interest of each actual purchaser of each Security (“Beneficial Owner”) is in turn to be recorded
on the Direct and Indirect Participants’ records. Beneficial Owners will not receive written
confirmation from DTC of their purchase. Beneficial Owners are, however, expected to receive
written confirmations providing details of the transaction, as well as periodic statements of their
holdings, from the Direct or Indirect Participant through which the Beneficial Owner entered into
the transaction. Transfers of ownership interests in the Securities are to be accomplished by
entries made on the books of Direct and Indirect Participants acting on behalf of Beneficial
Owners. Beneficial Owners will not receive certificates representing their ownership interests in
Securities, except in the event that use of the book-entry system for the Securities is
discontinued.
4. To facilitate subsequent transfers, all Securities deposited by Direct Participants with
DTC are registered in the name of DTC’s partnership nominee, Cede & Co., or such other name
as may be requested by an authorized representative of DTC. The deposit of Securities with
DTC and their registration in the name of Cede & Co. or such other DTC nominee do not effect
any change in beneficial ownership. DTC has no knowledge of the actual Beneficial Owners of
the Securities; DTC’s records reflect only the identity of the Direct Participants to whose
accounts such Securities are credited, which may or may not be the Beneficial Owners. The
Direct and Indirect Participants will remain responsible for keeping account of their holdings on
behalf of their customers.
5. Conveyance of notices and other communications by DTC to Direct Participants, by
Direct Participants to Indirect Participants, and by Direct Participants and Indirect Participants to
Beneficial Owners will be governed by arrangements among them, subject to any statutory or
regulatory requirements as may be in effect from time to time. Beneficial Owners of Securities
may wish to take certain steps to augment the transmission to them of notices of significant
events with respect to the Securities, such as redemptions, tenders, defaults, and proposed
amendments to the Security documents. For example, Beneficial Owners of Securities may
wish to ascertain that the nominee holding the Securities for their benefit has agreed to obtain
and transmit notices to Beneficial Owners. In the alternative, Beneficial Owners may wish to
provide their names and addresses to the registrar and request that copies of notices be
provided directly to them.
6. Redemption notices shall be sent to DTC. If less than all of the Securities within an
issue are being redeemed, DTC’s practice is to determine by lot the amount of the interest of
each Direct Participant in such issue to be redeemed.
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7. Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with
respect to Securities unless authorized by a Direct Participant in accordance with DTC’s MMI
Procedures. Under its usual procedures, DTC mails an Omnibus Proxy to Issuer as soon as
possible after the record date. The Omnibus Proxy assigns Cede & Co.’s consenting or voting
rights to those Direct Participants to whose accounts Securities are credited on the record date
(identified in a listing attached to the Omnibus Proxy).
8. Redemption proceeds, distributions, and dividend payments on the Securities will be
made to Cede & Co., or such other nominee as may be requested by an authorized
representative of DTC. DTC’s practice is to credit Direct Participants’ accounts upon DTC’s
receipt of funds and corresponding detail information from Issuer or Agent, on payable date in
accordance with their respective holdings shown on DTC’s records. Payments by Participants to
Beneficial Owners will be governed by standing instructions and customary practices, as is the
case with securities held for the accounts of customers in bearer form or registered in “street
name,” and will be the responsibility of such Participant and not of DTC, Agent, or Issuer,
subject to any statutory or regulatory requirements as may be in effect from time to time.
Payment of redemption proceeds, distributions, and dividend payments to Cede & Co. (or such
other nominee as may be requested by an authorized representative of DTC) is the
responsibility of Issuer or Agent, disbursement of such payments to Direct Participants will be
the responsibility of DTC, and disbursement of such payments to the Beneficial Owners will be
the responsibility of Direct and Indirect Participants.
9. DTC may discontinue providing its services as depository with respect to the
Securities at any time by giving reasonable notice to Issuer or Agent. Under such
circumstances, in the event that a successor depository is not obtained, Security certificates are
required to be printed and delivered.
10. Issuer may decide to discontinue use of the system of book-entry-only transfers
through DTC (or a successor securities depository). In that event, Security certificates will be
printed and delivered to DTC.
11. The information in this section concerning DTC and DTC’s book-entry system has
been obtained from sources that Issuer believes to be reliable, but Issuer takes no responsibility
for the accuracy thereof.
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APPENDIX G
INVESTMENT POLICY OF THE PAJARO VALLEY
WATER MANAGEMENT AGENCY
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SH Draft
05/11/16
$__,___,000
Pajaro Valley Water Management Agency
2016 Water Revenue Refunding Bonds
(Santa Cruz, Monterey and San Benito Counties, California)

BOND PURCHASE CONTRACT
June __, 2016

Pajaro Valley Water Management Agency
36 Brennan Street
Watsonville, California 95076
Ladies and Gentlemen:
Hilltop Securities, Inc. (the “Underwriter”), hereby offers to enter into this Bond Purchase
Contract (the “Bond Purchase Contract”) with the Pajaro Valley Water Management Agency (the
“Agency”), which upon acceptance of this offer by the Agency, will be binding upon the Agency and the
Underwriter. This offer is made subject to its acceptance by the Agency by execution and delivery of this
Bond Purchase Contract to the Underwriter by 11:59 p.m., Pacific Time, on the date hereof, and, if not so
accepted, will be subject to withdrawal by the Underwriter upon written notice to the Agency at any time
prior to acceptance hereof by the Agency.
All capitalized terms used and not defined herein shall have the meanings assigned to such terms
in the Indenture of Trust dated as of June 1, 2016 (the “Indenture”), between the Agency and The Bank of
New York Mellon Trust Company, N.A., as trustee (the “Trustee”).
Section 1. Purchase and Sale of Bonds.
(a)
Subject to the conditions, and upon the basis of the representations, warranties and
covenants hereinafter set forth in this Bond Purchase Contract, the Underwriter hereby agrees to purchase
from the Agency, and the Agency hereby agrees to sell to the Underwriter, all (but not less than all) of the
$________ principal amount of Pajaro Valley Water Management Agency 2016 Water Revenue
Refunding Bonds (the “Bonds”).
(b)
The purchase price for the Bonds shall be $________ (which price is equal to the
aggregate principal amount of the Bonds, plus an original issue premium of $_______, less an
Underwriter’s discount of $________).
(c)
The Underwriter has been duly authorized to execute this Bond Purchase Contract and to
act hereunder. The purchase and sale of the Bonds by the Underwriter represents a negotiated transaction,
and the Agency acknowledges and agrees that: (i) the transaction contemplated by this Bond Purchase
Contract is an arm’s length, commercial transaction between the Agency and the Underwriter in which the
Underwriter is acting solely as a principal and is not acting as a municipal advisor, financial advisor or
fiduciary to the Agency; (ii) the Underwriter has not assumed any advisory or fiduciary responsibility to
the Agency with respect to the transaction contemplated hereby and the discussions, undertakings and
procedures leading thereto (irrespective of whether the Underwriter has provided other services or is
47248-0001
SF\321892052.1
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currently providing other services to the Agency on other matters); (iii) the Underwriter is acting solely in
its capacity as Underwriter for its own accounts, (iv) the only contractual obligations the Underwriter has
to the Agency with respect to the transaction contemplated hereby expressly are set forth in this Bond
Purchase Contract; and (v) the Agency has consulted its own legal, accounting, tax, financial and other
advisors, as applicable, to the extent it has deemed appropriate. Nothing in the foregoing paragraph is
intended to limit the Underwriter’s obligations of fair dealing under MSRB Rule G-17.
Section 2. The Bonds.
(a)
The Bonds are being issued under Articles 10 and 11 of Chapter 3 of Part 1 of Division 2
of Title 5 of the California Government Code, commencing with Section 53570 (the “Bond Law”) and the
Indenture, shall be dated their date of issuance and shall mature on the dates and bear interest at the rates
per annum and be subject to redemption as set forth in Schedule I hereto.
(b)
The Bonds are being issued to (i) repay the Agency’s outstanding obligations under a
contract with the City of Watsonville for costs associated with the construction and operation of a
recycled water facility (the “Watsonville Contract”), (ii) fund a debt service reserve fund for the Bonds,
and (iii) pay the costs of issuing the Bonds.
(c)
The Agency will deposit a portion of the pr oceeds of the Bonds into a fund, which is
pledged solely to t he payment of the obligation of the Agenc y to the Cit y of Watsonville under the
Watsonville Contract (the “Prepayment Fund”).
(d)
As provided in the Inde nture, the Bonds will be special obligations of the Agency
payable solely from the Net Revenues derived from the water system of the Agency (the “Water System”)
and amounts on deposit in certain funds and accounts held under the Indenture.
Section 3. Official Statement.
(a)
The Bonds shall be as described in the Preliminary Official Statement, dated
June __, 2016, relating to the Bonds (the “Preliminary Official Statement”). In connection with
distribution of the Preliminary Official Statement, the Agency will execute a certificate in the form
attached hereto as Exhibit A.
(b)
A final Official Statement, dated the date hereof and in the form of the Preliminary
Official Statement with such additions and changes as shall be accepted by the Underwriter and the
Agency (the “Official Statement”), signed on behalf of the Agency by its authorized signatory, shall be
delivered by the Agency to the Underwriter on the Closing Date (defined below). The Preliminary
Official Statement and the Official Statement shall each be deemed to include their respective cover
pages, and all summary statements, appendices, other materials included with or attached to each of them
and any amendments or supplements thereto.
(c)
The Agency hereby authorizes the Underwriter to use copies of the Preliminary Official
Statement and the Official Statement and copies of the forms of the Indenture and the Continuing
Disclosure Certificate in connection with the public offering and sale of the Bonds. The Agency further
agrees not to supplement or amend, cause to be supplemented or amended or agree to any supplement or
amendment of the Preliminary Official Statement (except as contemplated by the Official Statement) or
the Official Statement at any time prior to the Closing without the prior written consent of the
Underwriter. The Agency ratifies and consents to the distribution and use of the Preliminary Official
Statement by the Underwriter prior to the date hereof, and hereby represents that pursuant to the executed
certificate attached hereto as Exhibit B, the Preliminary Official Statement was “deemed final” by the
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Agency as of the date thereof within the meaning of paragraph Rule 15c2-12 of the Securities and
Exchange Act of 1934, as amended (“Rule 15c2-12”), except for the omission of such information as may
be permitted by Rule 15c2-12.
(d)
The Agency agrees that there shall be delivered to the Underwriter, within seven (7)
business days of the date hereof, sufficient copies of the Official Statement, as requested by the
Underwriter to comply with the requirements of Rule 15c2-12, and with the requirements of Rule G-32 of
the Municipal Securities Rulemaking Board.
(e)
If, at any time prior to the date twenty-five (25) days following the later of the Closing
Date or the date the Underwriter no longer retains, directly or as a member of an underwriting syndicate,
an unsold balance of the Bonds for sale to the public (the “End of the Underwriting Period”), any event of
which the Agency has knowledge shall occur which might or would cause the Official Statement to
contain an untrue statement of a material fact or to omit to state any material fact required to be stated
therein or necessary to make the statements therein, in the light of the circumstances under which they
were made, not misleading, the Agency will promptly notify the Underwriter in writing of the
circumstances and details of such event. If, as a result of such event or any other event, it is necessary, in
the opinion of the Underwriter, the Agency or their respective counsel, to amend or supplement the
Official Statement in order to make the statements therein, in the light of the circumstances under which
they were made, not misleading, the Agency will forthwith cooperate with the Underwriter in the prompt
preparation and furnishing to the Underwriter of a reasonable number of copies of an amendment of or a
supplement to the Official Statement, in form and substance reasonably satisfactory to the Underwriter,
which will so amend or supplement the Official Statement so that, as amended or supplemented, it will
not contain any untrue statement of a material fact or omit to state any material fact necessary to make the
statements therein, in the light of the circumstances under which they were made, not misleading.
(f)
The Agency will undertake to provide certain annual financial information and notices of
the occurrence of certain events, if material, pursuant to a Continuing Disclosure Certificate dated the
date of issuance of the Bonds (the “Continuing Disclosure Certificate”). A description of this
undertaking is set forth in the Preliminary Official Statement and will also be set forth in the Official
Statement.
Section 4. Public Offering. The Underwriter agrees to make an initial bona fide public offering
of the Bonds at a price or prices (or yield or yields) not in excess of the public offering price or prices (or
yield or yields) set forth in the Official Statement, and may subsequently change such offering price or
prices (or yield or yields). The Underwriter may offer and sell the Bonds to certain dealers (including
dealers depositing Bonds into investment trusts) at a price or prices lower (or yield or yields higher) than
the public offering price or prices (or yield or yields) set forth in the Official Statement. The Underwriter
also reserves the right to (i) over-allot or effect transactions that stabilize or maintain the market prices of
the Bonds at levels above those which might otherwise prevail in the open market and (ii) discontinue
such stabilizing, if commenced, at any time without prior notice.
Section 5. Closing.
(a)
At 8:00 a.m., California time, June 29, 2016, or at such other time on such earlier or later
date as shall have been mutually agreed upon by the Agency and the Underwriter, the Agency will deliver
or cause to be delivered to the Underwriter the Bonds duly authenticated by the Trustee, together with the
other documents hereinafter mentioned, and the Underwriter will accept such delivery and pay the
purchase price of such Bonds as set forth in Section 1 hereof by federal funds wire. The consummation of
the purchase and delivery of such Bonds as aforesaid shall be made at the offices of Jones Hall, A
Professional Law Corporation, San Francisco, California (“Bond Counsel”), or at such other place as shall
3
47248-0001
SF\321892052.1

210 of 244

be agreed upon by the Agency and the Underwriter; provided, the Bonds will be delivered in New York,
New York through the facilities of The Depository Trust Company (“DTC”) by initial deposit with the
Trustee (in care of DTC) through DTC’s Fast Automated Securities Transfer System procedures, or such
other place as shall have been mutually agreed upon by the Underwriter and the Agency. Such purchase
and delivery is herein called the “Closing” and the date and time of the Closing is herein called the
“Closing Date.”
(b)
The Bonds shall be executed, authenticated and delivered under and in accordance with
the provisions of this Bond Purchase Contract and the Indenture. The Bonds shall be in book-entry form,
shall bear CUSIP numbers, and shall be fully-registered bonds, registered in the name of Cede & Co., as
nominee for The Depository Trust Company, with one bond for each maturity of the Bonds in the
principal amount of such maturity. The Bonds shall be made available to the Underwriter for purposes of
inspection at least two business days before the Closing Date.
Section 6. Representations and Warranties of the Agency.
(a)
The Underwriter hereby represents that it has full power and authority to enter into this
Bond Purchase Contract, that the execution, delivery and performance of this Bond Purchase Contract and
the purchase of the Bonds contemplated herein have been duly authorized by the Underwriter, and that
this Bond Purchase Contract, upon due authorization, execution and delivery by the Agency, will be a
valid and binding obligation of the Underwriter.
(b)
The Agency, by its acceptance hereof, represents, warrants, covenants and agrees with
the Underwriter as follows:
(i)
The Agency is organized and existing under the constitution and laws of the State
of California, and the Board of Directors of the Agency, by adoption of Resolution No. ________
on May 18, 2016 (the “Bond Resolution”), has duly approved the execution and delivery of the
Indenture, the Continuing Disclosure Certificate, and this Bond Purchase Contract (collectively,
the “Financing Agreements”) and the Official Statement and the issuance of the Bonds, and the
Agency has full right, power and authority to execute, deliver and perform its obligations under
the Financing Agreements and to carry out and consummate the transactions contemplated by the
Financing Agreements.
(ii)
The Agency has, on or before the date hereof, duly adopted the Bond Resolution
and taken all action necessary to be taken by it prior to such date for (A) the issuance, sale and
delivery of the Bonds upon the terms and conditions and for the purposes described herein, in the
Indenture and in the Official Statement, (B) the execution and delivery of the Financing
Agreements and performance of its obligations thereunder, (C) the authorization of the
distribution of the Preliminary Official Statement and the approval, execution, delivery and
distribution of the Official Statement, and (D) the carrying out of, giving effect to, consummating
and performing the transactions and obligations contemplated to be performed by it by the
Financing Agreements and by the Official Statement, provided that no representation is made
with respect to compliance with the securities or “Blue Sky” laws of the various states of the
United States, and such resolution has not been amended, modified or repealed and is in full force
and effect on the date hereof.
(iii)
The delivery of the Preliminary Official Statement and the execution and
delivery by the Agency of the Financing Agreements and the Official Statement, the compliance
by it with the terms, conditions or provisions hereof and thereof, and the consummation on its
part of the transactions herein and therein contemplated do not and will not, in any respect
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material for the performance by the Agency of its obligations under the Financing Agreements,
conflict with or constitute a breach of or a default under nor contravene any law, administrative
regulation, judgment, decree, loan agreement, indenture, bond, note, resolution, agreement or
other instrument to which the Agency is a party or is otherwise subject, nor does any such
execution, delivery, adoption or compliance result in the creation or imposition of any lien,
charge or other security interest or encumbrance of any nature whatsoever upon any of the
properties or assets of the Agency under any such law, administrative regulation, judgment,
decree, loan agreement, indenture, bond, note, deed of trust, resolution, agreement or other
instrument in any respect material to the performance by the Agency of its obligations under the
Financing Agreements, except as provided in the Financing Agreements and the Official
Statement.
(iv)
Except as may be required under Blue Sky or other securities laws of any state,
there is no consent, approval, authorization or other order of, or filing with, or certification by,
any regulatory authority having jurisdiction over the Agency required for the execution, delivery
and sale of the Bonds or the consummation by the Agency of the transactions contemplated by
the Financing Agreements or the Official Statement, which has not been duly obtained or made
on or prior to the date hereof.
(v)
Except as described in the Official Statement, there is no action, suit, proceeding,
inquiry or investigation before or by any court, public board or body pending against or, to the
best knowledge of the Agency, threatened against or affecting the Agency wherein an
unfavorable decision, ruling or finding would adversely affect (A) the validity or enforceability
of, or the authority or ability of the Agency to perform its obligations under, the Financing
Agreements or (B) the transactions contemplated to be performed by it under the Financing
Agreements or by the Official Statement.
(vi)
The Agency is not in default as to the payment of principal or interest with
respect to an obligation issued or incurred by the Agency and involving expenditure by the
Agency in excess of $100,000.
(vii)
The Agency will cooperate with the Underwriter in the qualification of the Bonds
for offering and sale and the determination of the eligibility of the Bonds for investment under the
laws of such jurisdictions as the Underwriter shall designate, and will use its best efforts to
continue such qualification in effect so long as required for the distribution of the Bonds by the
Underwriter, provided that the Agency shall not be required to take any action which would
subject it to service of process or to register as a foreign corporation in any jurisdiction where it is
not now so subject (and it is understood that the Agency is not responsible for compliance with or
the consequences of failure to comply with applicable “Blue Sky” laws).
(viii) The information contained in the Preliminary Official Statement and Official
Statement (except with respect to DTC and the book-entry system), as of its date and the date
hereof, did not, does not and will not, as of the Closing Date, contain any untrue statement of a
material fact and did not, does not and will not, as of the Closing Date, omit to state a material
fact necessary in order to make the statements made therein, in the light of the circumstances
under which they were made, not misleading.
(ix)
After the Closing Date and prior to the End of the Underwriting Period, the
Agency will not participate in the issuance of any amendment of or supplement to the Official
Statement which, after being furnished with a copy, the Underwriter shall object in writing or
which shall be reasonably disapproved of by counsel for the Underwriter.
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(x)
The proceeds from the sale to the Underwriter of the Bonds will be applied in the
manner and for the purposes specified in the Financing Agreements.
(xi)
The Agency covenants that it will not take any action that would cause (i) the
interest payable with respect to the Bonds to be included in gross income for federal income tax
purposes or (ii) interest payable with respect to the Bonds to be subject to State of California
personal income taxes.
(xii)
Any certificate of the Agency delivered to the Underwriter in connection with the
transactions contemplated by the Official Statement and this Bond Purchase Contract shall be
deemed a representation by the Agency to the Underwriter as to the statements made therein.
(xiii) Other than as described in the Official Statement, there is no other lien or
encumbrance on the Net Revenues.
(xiv) (A) The Preliminary Official Statement heretofore delivered to the Underwriter is
deemed final by the Agency as of its date and as of the date hereof, except for the
omission of such information as is permitted to be omitted in accordance with paragraph
(b)(1) of Rule 15c2-12.
(B)
The compliance by the Agency with its prior continuing disclosure
obligations undertaken pursuant to Rule 15c2-12 is as disclosed in the Preliminary
Official Statement.
Section 7. Conditions to the Obligations of the Underwriter.
(a)
The obligations of the Underwriter under this Bond Purchase Contract have been
undertaken in reliance on, and shall be subject to, the due performance by the parties hereto of their
respective obligations and agreements to be performed hereunder, and on and as of the date of delivery of
this Bond Purchase Contract and on and as of the Closing Date. The obligations of the Underwriter
hereunder to accept delivery of and pay for the Bonds at the Closing are also subject, in the discretion of
the Underwriter, to the following further conditions:
(b)
At the time of the Closing, (i) the Bond Resolution and the Financing Agreements shall
be in full force and effect and shall not have been rescinded, amended, modified or supplemented, except
as may have been agreed to by the Underwriter, and the Agency shall have adopted or executed and
delivered, as the case may be, and there shall be in full force and effect such additional resolutions,
agreements, opinions and certificates, which resolutions, agreements, opinions and certificates shall be
reasonably satisfactory in form and substance to the Underwriter, and there shall have been taken in
connection therewith and in connection with the issuance of the Bonds all such action as shall, in the
opinion of the Underwriter, be necessary in connection with the transactions contemplated hereby, (ii) the
Bonds shall have been duly issued, authenticated and delivered, (iii) the Preliminary Official Statement
and Official Statement shall not have been amended, modified or supplemented, except as may have been
agreed to in writing by the Underwriter, and (iv) the Agency shall perform or have performed all of its
obligations under or specified in the Financing Agreements to be performed by the Agency at or prior to
the Closing.
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(c)
On the Closing Date, there shall be delivered to the Underwriter in form satisfactory to
the Underwriter:
(i)
Executed counterparts of the Financing Agreements, certified copy of the Bond
Resolution, and such other documents and certificates as the Underwriter or its counsel may
reasonably require in order to evidence the accuracy or satisfaction of any of the representations,
warranties or conditions herein contained.
(ii)
An approving opinion of Bond Counsel, substantially in the form attached as
Appendix D to the Official Statement, and a letter from Bond Counsel addressed to the
Underwriter expressly permitting the Underwriter to rely on such final approving opinion as if the
Underwriter was an addressee thereof.
(iii)
A supplemental opinion of Bond Counsel dated the Closing Date, addressed to
the Underwriter, to the effect that:
(A)
The Agency has duly and validly executed the Bond Purchase Contract,
and the Bond Purchase Contract constitutes the legal, valid and binding agreement of the
Agency, subject to bankruptcy, insolvency, reorganization, moratorium and other similar
laws affecting creditors' rights heretofore or hereafter enacted and to the exercise of
judicial discretion in appropriate cases.
(B)
The Bonds are exempt from registration under the Securities Act of
1933, as amended, and the Indenture is exempt from qualification under the Trust
Indenture Act of 1939, as amended.
(C)
The statements contained in the Official Statement under the captions
“THE BONDS” (other than the information relating to the book-entry only system),
“SECURITY FOR THE BONDS,” “TAX MATTERS” and in “APPENDIX A–SUMMARY OF
INDENTURE,” and in “APPENDIX E–FORM OF BOND COUNSEL OPINION,” insofar as such
statements purport to summarize certain provisions of the Bonds, the Indenture and the
opinion of Bond Counsel are accurate in all material respects.
(iv)
A letter of Jones Hall, A Professional Law Corporation, as Disclosure Counsel,
addressed to the Underwriter and dated the Closing Date, to the effect that no information came
to the attention of the attorneys in such firm rendering legal services which caused such firm to
believe that the Official Statement as of its date (except for any financial or statistical or
engineering data or forecasts, numbers, charts, estimates, projections, assumptions or expressions
of opinion or any information about book-entry or The Depository Trust Company, the Bond
Insurer, its Bond Insurance Policy, and its Reserve Policy, included therein, as to which no
opinion or view need be expressed) contained any untrue statement of a material fact or omitted
to state any material fact required to be stated therein or necessary to make the statements therein,
in the light of the circumstances under which they were made, not misleading.
(v)
An opinion of Bond Counsel, dated the Closing Date, and addressed to the
Agency and the Underwriter, in form and substance satisfactory to the Agency and the
Underwriter, to the effect that the Watsonville Contract has been prepaid and discharged, is no
longer outstanding, and is no longer secured or payable from Net Revenues.
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(vi)
The opinion of Schiff Hardin LLP (“Underwriter’s Counsel”), dated the date of
Closing and addressed to the Underwriter, to the effect that, based upon the information made
available to them in the course of their participation in the preparation of the Official Statement
and without passing on and without assuming any responsibility for the accuracy, completeness
and fairness of the statements in the Official Statement, and having made no independent
investigation or verification thereof, no information has come to the attention of the attorneys
rendering legal services in connection with such representation that lead them to believe that, as
of the date of Closing, the Official Statement (except for any financial or statistical data or
forecasts, numbers, charts, tables, graphs, estimates, projections, assumptions or expressions of
opinion, or any information concerning the DTC or the book-entry only system, the Bond Insurer,
its Bond Insurance Policy, and its Reserve Policy, included therein, as to which no opinion or
view need be expressed) contains any untrue statement of a material fact or omits to state any
material fact required to be stated therein or necessary to make the statements therein, in the light
of the circumstances under which they were made, not misleading; that the Bonds are exempt
from registration under the Securities Act of 1933, as amended; the Indenture is exempt from
qualification pursuant to the Trust Indenture Act of 1939, as amended; and the Continuing
Disclosure Certificate provides a suitable basis for the Underwriter, in connection with the
Offering (as defined in Rule 15c2-12) of the Bonds to make a reasonable determination as
required by section (b)(5) of such Rule;
(vii)
A certificate, dated the Closing Date, signed by an authorized official of the
Agency, and in form and substance satisfactory to the Underwriter, to the effect that:
(A)
Except as described in the Official Statement, there is no action, suit,
proceeding, inquiry or investigation before or by any court, public board or body pending
or, to the best knowledge of the Agency based on reasonable inquiry, threatened against
or affecting the Agency wherein an unfavorable decision, ruling or finding would
adversely affect the validity or enforceability of, or the authority or ability of the Agency
to perform its obligations under, any of the Financing Agreements or the transactions
contemplated to be performed by it as described in the Official Statement, or which
would restrain or enjoin the sale, execution or delivery of the Bonds or in any way
contest or affect the validity of the Bonds, the proceedings of the Agency taken with
respect to the issuance, delivery or sale thereof, the pledge or application of any moneys
or securities provided for the payment of the Bonds and the existence or powers of the
Agency or the title of any officers of the Agency to their respective positions.
(B)
The representations and warranties of the Agency contained in this Bond
Purchase Contract are true and correct in all material respects on and as of the Closing
Date.
(C)
The Agency has complied, or is presently in compliance, with all
agreements and has satisfied all conditions on its part to be observed or satisfied under
the Financing Agreements at or prior to the Closing Date.
(D)
The information and statements in the Official Statement (except with
respect to DTC and the book-entry system) do not contain any untrue statement of a
material fact or omit to state any material fact necessary to make the statements therein,
in the light of the circumstances under which they were made, not misleading.
(E)
The Agency has duly authorized, executed and delivered the Continuing
Disclosure Certificate.
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(viii) An opinion of general counsel to the Agency, dated the Closing Date, to the
following effect:
(A)
The Agency is duly organized and validly existing under the Constitution
and the laws of the State of California.
(B)
The Agency has full legal power and lawful authority to enter into the
Financing Agreements.
(C)
The Financing Agreements have been duly authorized, executed and
delivered by the Agency.
(D)
The Bond Resolution, approving and authorizing the execution and
delivery of the Financing Agreements and approving the Official Statement, was duly
adopted at a meeting of the Board of Directors of the Agency called and held pursuant to
law and with all public notice required by law and at which a quorum was present and
acting throughout and the Bond Resolution is in full force and effect and has not been
modified, amended or rescinded.
(E)
The execution and delivery of the Financing Agreements and compliance
with the provisions thereof, under the circumstances contemplated thereby, do not and
will not in any material respect conflict with, or constitute on the part of the Agency a
breach of or default under, any agreement or other instrument to which the Agency is a
party or by which it is bound or any existing law, regulation, court order or consent
decree to which the Agency is subject.
(F)
No additional authorization, approval, consent, waiver or any other
action by any person, board or body, public or private, not previously obtained is required
as of the date of the Closing for the Agency to enter into the Financing Agreements, or to
perform its obligations thereunder.
(G)
Except as otherwise disclosed in the Official Statement, there is no
litigation, proceeding, action, suit, or investigation at law or in equity before or by any
court, governmental agency or body, pending or, to the best knowledge of such counsel
after due investigation, threatened against the Agency,
(1)
Agency, or

challenging the creation, organization or existence of the

(2)
seeking to restrain or enjoin the performance by the Agency of
its obligations under the Financing Agreements, or
(3)
in any way contesting or affecting the validity of the Financing
Agreements or any of the transactions referred to therein or contemplated
thereby, or
(4)
contesting the authority of the Agency to enter into or perform
its obligations under any of the Financing Agreements, or
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(5)
under which a determination adverse to the Agency would have
a material adverse effect upon the financial condition or the revenues of the
Agency, or the right or ability of the Agency to pay debt service on the Bonds.
(ix)

An opinion of counsel to the Trustee, dated the Closing Date, to the effect that:

(A)
The Trustee is a national banking association duly organized and existing
under the laws of the United States of America and has duly authorized, executed and
delivered the Indenture and by all proper action has authorized acceptance of the trusts
created thereunder.
(B)
The Indenture constitutes a legally valid and binding obligation of the
Trustee, enforceable against the Trustee in accordance with its terms, except as such
enforcement may be limited by bankruptcy, insolvency, moratorium, reorganization or
other similar laws or equitable principles relating to or limiting creditors’ rights
generally.
(C)

The Bonds have been validly authenticated by the Trustee.

(D)
The Trustee has duly authorized, executed and delivered the Indenture
and by all proper action has authorized acceptance of the trusts created thereunder.
(x)
An executed copy of a nonarbitrage certificate in form and substance satisfactory
to Bond Counsel, together with a copy of the completed and executed IRS Form 8038-G.
(xi)
A certificate dated the Closing Date and signed by the Trustee or its designee, in
form and substance satisfactory to the Underwriter to the effect that:
(A)
The Trustee has all necessary power and authority to enter into, and
perform its duties and accepts the trusts created under, the Indenture.
(B)
The Trustee is duly authorized to enter into the Indenture and to
authenticate the Bonds pursuant to the terms of the Indenture.
(C)
The Bonds have been duly authenticated and delivered by the Trustee to
the Underwriter pursuant to the direction from the Agency.
(D)
The Trustee is not in breach of or default under any law or administrative
rule or regulation of the State of California or the United States of America, or of any
department, division, agency or instrumentality thereof, or any applicable court or
administrative decree or order, or any other instrument to which the Trustee is a party or
is otherwise subject or bound and which would materially impair the ability of the
Trustee to perform its obligations under the Indenture.
(E)
To the best of the Trustee’s knowledge, the execution and delivery of the
Indenture and the authentication of the Bonds will not conflict with or constitute a breach
of or default under the Trustee’s duties under any law, administrative regulation, court
decree, resolution, charter or bylaws to which the Trustee is subject or by which it is
bound.
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(xii)
Written evidence satisfactory to the Underwriter that the Bonds have received an
underlying rating of “__” from Standard & Poor’s Ratings Services (“S&P”) and that such rating
will be in effect on and as of the Closing Date.
(xiii)
Contract.

Evidence of compliance with the prepayment provisions of the Watsonville

(xiv) Evidence of the preliminary and final filings with the California Debt and
Investment Advisory Commission pursuant to Section 8855(g) and 53583 of the California
Government Code;
(xv)
A copy of the executed Blanket Letter of Representations by and between the
Port and The Depository Trust Company, New York, New York.
(xvi) Copies of all closing documents required by, and delivered pursuant to, the
Indenture, and such additional legal opinions, certificates, proceedings, instruments and other
documents as the Underwriter, Underwriter’s Counsel, general counsel to the Agency or Bond
Counsel may reasonably request.
If the conditions to the obligations of the Underwriter contained in this Bond Purchase Contract
shall not be satisfied, unless otherwise waived by the Underwriter, this Bond Purchase Contract shall
terminate with the effect stated in paragraph (c) of Section 5.
Section 8. Termination of Agreement.
(a)
The Underwriter may terminate this Bond Purchase Contract, with the effect stated in
Section 8(c), at any time subsequent to the date of this Bond Purchase Contract and at or prior to the
Closing by notifying the Agency in writing or by telegram of its election so to do, if:
(i)
A tentative decision with respect to legislation shall be reached by a committee
of the House of Representatives or the Senate of the Congress of the United States or legislation
shall be favorably reported by such a committee or be introduced, after the date of this Bond
Purchase Contract and prior to the Closing, by amendment or otherwise, in, or be enacted by, the
House of Representatives or the Senate, or be recommended to the Congress of the United States
for passage by the President of the United States, or a decision by a court established under
Article III of the Constitution of the United States, or the Tax Court of the United States, shall be
rendered or a ruling, regulation or order of the Treasury Department of the United States or the
Internal Revenue Service shall be made or proposed having the purpose or effect of imposing
federal income taxation, or any other event shall have occurred which results in the imposition of
federal income taxation, upon revenues or other income of the general character to be derived by
the Agency (or by any similar body.
(ii)
Legislation shall be introduced, by amendment or otherwise, in, or be enacted by,
the House of Representatives or the Senate of the Congress of the United States, or a decision by
a court of the United States shall be rendered, or a stop order, ruling, regulation or official
statement by, or on behalf of, the United States Securities and Exchange Commission or other
governmental agency having jurisdiction of the subject matter shall be made or proposed, to the
effect that the issuance, offering or sale of obligations of the general character of the Bonds, as
contemplated hereby, is or would be in violation of any provision of the Securities Act, the
Securities Exchange Act of 1934 (the “Securities Exchange Act”) or the Trust Indenture Act, as
any of the foregoing Acts are amended, or with the purpose or effect of otherwise prohibiting the
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issuance, offering or sale of obligations of the general character of the Bonds, or the Bonds, as
contemplated hereby.
(b)
In addition, the Underwriter may terminate this Bond Purchase Contract with the effect
stated in paragraph (c) of this Section 8 at any time subsequent to the date of this Bond Purchase Contract
and at or prior to the Closing by notifying the Agency in writing of its election to do so, if:
(i)
Any event shall have occurred, or information shall have become known, which,
in the Underwriter’s reasonable opinion, makes untrue, incorrect or misleading in any material
respect any statement or information contained in the Preliminary Official Statement or Official
Statement or has the effect that the Preliminary Official Statement or Official Statement contains
an untrue, incorrect or misleading statement of a material fact or omits to state a material fact
required to be stated therein or necessary to make the statements made therein, in the light of the
circumstances under which they were made, not misleading.
(ii)
Any legislation, resolution, ordinance, rule or regulation shall be introduced in,
or be enacted by, any governmental body, department or agency of the United States, of the State
of New York or of the State of California, or a decision by any court of competent jurisdiction
within the United States, of the State of New York or of the State of California shall be rendered
which, in the Underwriter’s reasonable opinion, materially adversely affects the marketability of
the Bonds or the sale, at the contemplated offering prices, by the Underwriter of the Bonds.
(iii)
Additional restrictions not in force as of the date hereof having a material adverse
effect on the transactions contemplated hereby shall have been imposed upon trading in securities
generally by any governmental authority or by any national securities exchange.
(iv)
A general banking moratorium shall have been established by federal, New York
or California authorities or trading in securities shall generally have been suspended on the New
York Stock Exchange.
(v)
Any rating or credit outlook on the Bonds shall have been downgraded or
withdrawn by a national rating service, which, in the Underwriter’s reasonable opinion,
materially adversely affects the marketability of the Bonds or the sale, at the contemplated
offering prices, by the Underwriter of the Bonds.
(vi)
A war involving the United States shall have been declared, or any existing
conflict involving the armed forces of the United States shall have escalated, or any other national
emergency relating to the financial community shall have occurred, which, in the Underwriter’s
reasonable opinion, materially adversely affects the marketability of the Bonds or the sale, at the
contemplated offering prices, by the Underwriter of the Bonds.
(vii)
An event shall have occurred since the date hereof that in the Underwriter’s
reasonable judgment materially adversely affects the marketability or market price of the Bonds.
(c)
If this Bond Purchase Contract is terminated as herein provided, the parties hereto shall
have no obligations one to the other except as provided in Section 9.
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Section 9. Expenses. (a) Except as specifically provided in paragraph (b) of this Section 9, the
Underwriter shall be under no obligation to pay and the Agency shall pay any expenses incident to, or in
connection with, the offering, issuance and sale of the Bonds, including, but not limited to, (i) the cost of
the preparation, printing or other reproduction (for distribution prior to, on or after the date of acceptance
of this Bond Purchase Contract) of the Financing Agreements, the Preliminary Official Statement and the
final Official Statement in reasonable quantities for distribution, (ii) charges made by rating agencies for
the rating of the Bonds, (iii) the cost of printing the Bonds, (iv) the fees and expenses of the personnel and
staff of the Agency designated to facilitate the execution and delivery of the Bonds, (v) the fees and
expenses of the Trustee, (vi) the fees and expenses of the financial advisors, accountants, and other
consultants, legal counsel, including Bond Counsel and Disclosure Counsel, and (vii) all other expenses
relating to the sale and delivery of the Bonds, except those expressly provided for in subsection (b) of this
Section 9. The aforesaid costs and expenses shall be paid out of the proceeds of the sale of Bonds or by
the Agency.
(b)
The Underwriter shall pay (i) the cost of qualifying the Bonds for sale in various states
chosen by the Underwriter, (ii) the fees and expenses of Underwriter’s Counsel, (iii) the fees of the
California Debt and Investment Advisory Commission, and (iv) all other expenses incurred by it in
connection with its offering and distribution of the Bonds, including travel and advertising expenses.
(c)
In the event that either the Agency or the Underwriter shall have paid obligations of the
other as set forth in this Section 9, adjustment shall be made at the Closing or as soon thereafter as
practicable.
Section 10. Miscellaneous. (a) Except as otherwise specifically provided in this Bond Purchase
Contract, all notices, demands and formal actions under this Bond Purchase Contract shall be in writing
and mailed, telegraphed or personally delivered to:
The Underwriter:

The Agency:
36
Watsonville,

Hilltop Securities, Inc.
2533 South Coast Hwy 101, Suite 250
Cardiff, California 92007
Attention: Managing Director
Pajaro Valley Water Management Agency
Brennan Street
California 95076
Attention: General Manager

(b)
This Bond Purchase Contract will inure to the benefit of and be binding upon the Agency
and the Underwriter and their respective successors and assigns, and will not confer any rights upon any
other person, partnership, association or corporation other than the Agency and persons, if any,
controlling the Underwriter within the meaning of the Securities Act or the Securities Exchange Act. The
terms “successors” and “assigns” shall not include any purchaser or holder of any of the Bonds.
(c)
All of the representations, warranties and covenants of the Agency in this Bond Purchase
Contract shall remain operative and in full force and effect regardless of (i) any investigation made by or
on behalf of the Underwriter, (ii) delivery of and any payment for the Bonds hereunder or (iii) termination
of the Underwriter’s obligation to accept delivery of the Bonds pursuant to this Bond Purchase Contract.
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(d)
Section headings have been inserted in this Bond Purchase Contract as a matter of
convenience or for reference only, and it is agreed that such section headings are not a part of this Bond
Purchase Contract and will not be used in the interpretation of any provisions of this Bond Purchase
Contract.
(e)
If any provision of this Bond Purchase Contract shall be held or deemed to be or shall, in
fact, be invalid, inoperative or unenforceable as applied in any particular case in any jurisdiction or
jurisdictions, or in all jurisdictions because it conflicts with any provisions of any constitution, statute,
rule of public policy, or for any other reason, such circumstances shall not have the effect of rendering the
provision in question invalid, inoperative or unenforceable in any other case or circumstance, or of
rendering any other provision or provisions of this Bond Purchase Contract invalid, inoperative or
unenforceable to any extent whatever.
(f)
This Bond Purchase Contract may be executed in several counterparts, each of which
shall be regarded as an original and all of which shall constitute one and the same document.

[Signatures on following page]
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(g)
This Bond Purchase Contract shall be governed by and construed in accordance with the
laws of the State of California.
HILLTOP SECURITIES, INC.

By:

This Bond Purchase Contract
is accepted and agreed to as of
___:___ [AM/PM] Pacific Time on
June __, 2016:
PAJARO VALLEY WATER
MANAGEMENT AGENCY

By:

Mary Bannister
General Manager
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Kelly Jocoy
Managing Director

SCHEDULE 1
MATURITY SCHEDULE
Maturity Date
(March 1)

Principal
Amount

Interest Rate

Yield

Price

REDEMPTION PROVISIONS
Optional Redemption. T he Bonds maturing on or before March 1, 20 __ are not subject to
redemption prior to their r espective stated maturity dates. The Bo nds maturing after March 1, 20 __, are
subject to redemption in whole, or in pa rt among maturities on such basis as set forth in a Certificate o f
the Agency filed with the Trustee, and i n any event by lot within a maturity, at the option of t he Agency,
from any available source of funds, on any date on or after March 1, 20__, at a redemption price equal to
100% of the principal amount thereof to be redeemed together with accrued interest to t he redemption
date, without premium.
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APPENDIX A

PAJARO VALLEY WATER MANAGEMENT AGENCY
2016 WATER REVENUE REFUNDING BONDS
(Santa Cruz, Monterey and San Benito Counties, California)
CERTIFICATE REGARDING FINALITY OF PRELIMINARY OFFICIAL STATEMENT
The undersigned hereby certifies and represents that she is the duly appointed and acting General
Manager of the Pajaro Valley Water Management Agency (the “Agency”), and as such is duly authorized
to execute and deliver this Certificate and further hereby certifies and reconfirms on behalf of the Agency
as follows:
(1)

This Certificate is delivered in connecti on with the offering and sale of the ab ove-titled
bonds (the “Bonds”) in order to enable Hilltop Securities, Inc. (the “Underwriter”) of the
Bonds to com ply with S ecurities and Ex change Commission Rule 15c2-12 under the
Securities Exchange Act of 1934 (the “Rule”).

(2)

In connection with the offering and sale of the Bonds, t here has been prepared a
Preliminary Official Statement, dated June __, 2016, setting forth information concerning
the Bonds and the Agency (the “Preliminary Official Statement”).

(3)

As used herein, “Permitted Omissions” shall mean the offering price(s), interest rate(s),
selling compensation, aggregate principal am ount, principal amount per maturity,
delivery dates, ratings and other terms of the Bonds depending on such matters, all with
respect to the Bonds.

(4)

The Preliminary Official Statement is, except for the Permitted Omissions, deemed final
within the meaning of Rule 15c2-12, and the information therein is accurate and complete
except for the Permitted Omissions.

(5)

The Agency approves the use and distribu tion by the Underwriter of the Prelim inary
Official Statement.

IN WITNESS WHEREOF, I have hereunto set my hand as of June __, 2016.
PAJARO VALLEY WATER MANAGEMENT
AGENCY

By:

A-1
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Mary Bannister, General Manager

MEMORANDUM

DATE:
MEETING OF:
TO:
FROM:
RE:

May 9, 2016
May 18, 2016
Board of Directors
General Manager
DISCUSSION/ACTION ITEM 10B: Consider Approval of Resolution 201612, Ordering an Election and Requesting Monterey, San Benito and Santa Cruz
Counties to Conduct the Election, and Requesting Consolidation of the Election.

BACKGROUND
Terms of office for Director Rich Persoff, representing Division “B”, and Director Paul Faurot,
representing Division “D”, expire on November 30, 2016. California Election Code requires that all
special districts adopt a resolution and order consolidating with the November general election. Special
districts are also required to file maps and election forms with counties to meet specific deadlines.
Resolution 2016-12 fulfills state law requirements to consolidate the Agency’s election with county
general elections and is a prerequisite to election of Directors on the November 8, 2016, ballot. The
resolution also specifies that costs for preparing the candidate’s statement will be paid by the candidate.
This has been the standard Agency practice in prior elections.
Candidates may file for the Division “B” and “D” seats between July 14, 2016, and August 12, 2016. If
the incumbent does not file, the filing deadline is automatically extended an additional five days. If the
candidates run unopposed, they will be appointed “in lieu” of election and no fees are charged.
FISCAL IMPACT
Santa Cruz County estimates the cost of the election to PVWMA at $30,000
San Benito County estimates the cost of the election to PVWMA at $1,000
Monterey County estimates the cost of the election to PVWMA at $22,000
Total estimated cost to PVWMA: $53,000
STAFF RECOMMENDATION
That the Board approve Resolution 2016-12.
ATTACHMENTS
 Resolution 2016-12 Ordering an Election and Requesting Monterey, San Benito and Santa Cruz
Counties to Conduct the Election, and Requesting Consolidation of the Election.
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Resolution 2016-12
A Resolution of the Board of Directors of the
Pajaro Valley Water Management Agency
Ordering an Election and Requesting Monterey, San Benito and Santa Cruz
Counties to Conduct the Election, and Requesting Consolidation of the
Election
WHEREAS, Section 124-407 of the Pajaro Valley Water Management Agency
(“PVWMA”) Act requires that the conduct of all PVWMA elections shall be governed by the
Uniform District Election Law (Cal. Govt. Code Sec. 10500, et seq.); and
WHEREAS, Section 10509 of the Uniform District Election Law requires that on the
125 day prior to the date fixed for the general district election, the district secretary shall deliver
a notice to the county elections official containing a statement regarding the elective offices to be
filled and whether the district or the candidate is to pay for the publication of a statement of
qualifications;
th

WHEREAS, pursuant to Elections Code Section 10002, the governing body of any
district may by resolution request the Board of Supervisors of the county to permit the county
elections official to render specified services to the district relating to the conduct of an election,
and requires that the district shall reimburse the county in full for the services performed upon
presentation of a bill to the district; and
WHEREAS, pursuant to Elections Code Section 10400, whenever two or more elections,
including bond elections, of any legislative or congressional district, public district, city, county,
or other political subdivision are called to be held on the same day, in the same territory, or in
territory that is in part the same, they may be consolidated upon the order of the governing body
or bodies or officer or officers calling the elections; and
WHEREAS, pursuant to Elections Code Section 13307, it is incumbent upon the agency
Board of Directors to determine who will pay the cost of the candidate’s statement and to fix the
maximum number of words to be submitted; and
WHEREAS, the resolution requesting the consolidation shall be adopted and filed at the
same time as the adoption of the ordinance, resolution, or order calling the election; and
WHEREAS, various district, county, state and other political subdivision elections may
be or have been called to be held on November 8, 2016;
NOW, THEREFORE BE IT RESOLVED AND ORDERED THAT, the Board of
Directors of the Pajaro Valley Water Management Agency hereby orders an election be called
and consolidated with any and all elections also called to be held on November 8, 2016, insofar
as said elections are to be held in the same territory or territory that is in part the same as the
territory of the Pajaro Valley Water Management Agency, and request that the Boards of
Supervisors of the Counties of Santa Cruz, Monterey and San Benito to order such consolidation
under Elections Code Section 10401 and 10403.
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BE IT FURTHER RESOLVED that the Pajaro Valley Water Management Agency
hereby requests the Boards of Supervisors of the Counties of Santa Cruz, San Benito and
Monterey to permit the Santa Cruz County Elections Department, the San Benito County
Elections Office, and the Monterey County Registrar of Voters Office, respectively, to provide
any and all services necessary for conducting the election and agrees to pay for said services, and
BE IT FURTHER RESOLVED AND ORDERED by the Pajaro Valley Water
Management Agency that the Santa Cruz, San Benito and Monterey County Elections
Departments conduct the election for the following office on the November 8, 2016 ballot:
SEATS OPEN

OFFICE

TERM

DIVISION

Paul Faurot

Director

4 years

D

BE IT FURTHER RESOLVED AND ORDERED that the Santa Cruz County
Elections Department conduct the election for the following offices on the November 8, 2016
ballot:
SEATS OPEN

OFFICE

TERM

DIVISION

Rich Persoff

Director

4 years

B

BE IT FURTHER RESOLVED by the Pajaro Valley Water Management Agency that
the candidate will pay the cost of the candidate's statement and that candidates’ statements shall
be a maximum of 200 words.
PASSED AND ADOPTED by the Pajaro Valley Water Management Agency, County of
Santa Cruz, State of California, the
day of
,
, by the following vote:
AYES:
NOES:
ABSENT:
ABSTAIN:

____________________________

Rosemarie Imazio, Chair
Attest:
_______________________________________

Laura R. Taay, Board Secretary
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MEMORANDUM

DATE:
MEETING OF:
TO:
FROM:
RE:

May 12, 2016
May 18, 2016
Board of Directors
General Manager
ACTION ITEM 10C: Consider Appointing Sam Cooley to the Projects and
Facility Operations Committee

BACKGROUND
The Agency currently has two standing Board of Directors (“Board”) committees: the
Administrative/Finance Committee, which has oversight of agency financial matters, and the Projects
and Facility Operations Committee, which is to advise the Board and staff on capital projects and
programs related to water supply, quality and operations of facilities identified in the Agency’s Basin
Management Plan, including any new technologies that might become available. The Projects and
Facility Operations Committee also serves to communicate issues and concerns regarding water quality
and project operations between the Agency, landowners and growers within the Agency’s service area.
DISCUSSION
On November 18, 2015, the Board approved Resolution 2015-30 Establishing Initial Membership and
Bylaws for the Projects and Facility Operations Committee. The bylaws call for a membership
comprised of three Directors, two growers from within Delivered Water Zone (DWZ), one grower
outside of the DWZ, and one member-at-large. The current members of the Committee are as follows:
Directors: Amy Newell, Dave Cavanaugh (Vice Chair), Rich Persoff
Growers within the Delivered Water Zone: Dale Huss (Chair), Frank Capurro
Grower outside the Delivered Water Zone: Vacant
Member-at-large: Warren Koenig
During the February 17, 2016 meeting of the Projects and Facility Operations Committee, the
Committee discussed the vacant seat and ultimately requested that staff reach out to Sam Cooley to see
if he would be interested in serving. Mr. Cooley, who served on the PVWMA Board of Directors for a
brief period of time prior to relocating to Australia for several years due to handle Driscoll’s operations
there, is an apple grower and Driscoll’s National Blueberry Forecast Manager, and he meets the
requirement of the bylaws for the Outside DWZ seat. Mr. Cooley attended the March 23, 2016
Committee meeting and expressed interest in serving. After roundtable discussion, the Committee voted
unanimously in favor of nominating Mr. Cooley to fill the vacant “Outside Delivered Water Zone
Grower” seat.
The Projects and Facility Operations Committee meets the last Wednesday of most months at 3:00 pm in
the Water Resources Center conference room at the Recycled Water Facility
FISCAL IMPACT
No fiscal impact.
STAFF RECOMMENDATION
That the Board appoints Mr. Sam Cooley to the Projects and Facility Operations Committee.
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MEMORANDUM
DATE:
MEETING OF:
TO:
FROM:
RE:

May 12, 2016
May 18, 2016
Board of Directors
General Manager
DISCUSSION/ACTION ITEM 10D: Conduct Public Hearing on Preliminary
Budget 2016-2017 Fiscal Year

BACKGROUND
The Preliminary Budget for Fiscal Year 2016-2017 (FY 16-17) was received by the Administrative
Finance Committee on April 13, 2016 and adopted at our April 20, 2016 board meeting. As required by
the Agency Act, the notice of tonight’s public hearing on the budget was published April 26 & 28, in the
Register Pajaronian, and posted at our office and on our website.
DISCUSSION
This budget includes $3.9 million in Facility Operations, $3.9 million in Capital Projects, and $3.5
million in Debt Service. Total projected revenue of $15.7 million exceeds projected expenditures of
$14.3 million by $1.4 million.
FISCAL IMPACT
This budget reflects a surplus of $1.430,784 which will fund part of our cash reserves.

STAFF RECOMMENDATION
That the Chair conducts the Public Hearing to receive comments on the Preliminary Budget for FY
2016-2017.
ATTACHMENT
 Preliminary Budget for FY 2016-2017 [Copies of the Preliminary Budget are available at
tonight’s meeting and on the Agency website]
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