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ATTACHMENT A

From: Swendseid, John O. [mailto:jswendseid@shermanhoward.com]
Sent: Tuesday, September 09, 2008 12:11 PM

To: Tissier, Jeff

Cc: Stern, Jennifer

Subject: Consolidation

Jeff: 1 have now looked at the debt instruments of TMWA and Washoe County. | believe there
are three ways an operational consolidation could be effected under these instruments:

1. One entity or the other could issue bonds to pay off the other entity's bonds, and then the
entity that issued the bonds could become the owner of the system of the other entity. The
existing bonds must be paid off (or defeased) before another entity acquires the System because
the bonds of each entity have in them a covenant to the effect that “neither all nor a substantial
part of the System shall be sold, leased, mortgaged, pledged, encumbered, alienated or otherwise
disposed of until all the Bonds have been paid in full, or unless provision has been made
therefore as hereinafter provided.” Note that under this option, only one entity's bonds have to
be retired or defeased, not both entities. Also, if it is a cooperative venture, it is possible for GO
bonds to be issued for this purpose by the County, whether the County or TMWA will be the
entity that owns the consolidated system. (The County could issue GO bonds on behalf of
TMWA to pay off or defease the existing County Bonds under the County Bond Bank provisions
of Chapter 244A of NRS (the County has a separate debt limit for County Bond Bank Bonds), or
the County could issue GO bonds on behalf of itself to pay off or defease the existing TMWA
bonds.)

2. The parties could leave the existing debt in place, but have an interlocal agreement pursuant
to which one entity or the other is the manager of the consolidated system. The manager would
be responsible for running the System, and the interlocal agreement could specify how rates are
set, how existing and future debt is handled, what if any circumstances would permit a party to
end the interlocal agreement, etc. This is likely simpler to implement, but is also likely to lead to
more friction in the future, as it involves debt of more than one entity, possible future
negotiations over rates, debt, service areas for ratemaking purposes, ownership of assets by more
than one entity, etc. Also, the non-managing entity would have to have the right to step in and
take over its old system if the Managing entity was not managing the system in a way that
complied with the bond covenants of the non-managing entity.

3. A sort of combination of 1 and 2 above. To start with, under an interlocal agreement, one
entity would manage the consolidated system similar to 2 above. The Managing entity would
agree to be responsible for paying all existing debt and complying with all existing debt
covenants. No new system related debt of the non-managing entity would be issued--only new
system related debt of the Managing entity could be issued. The Managing entity could decide
when to pay off the debt of the non-managing entity, and once it was paid off, the assets of the
non-managing entity would be transferred to the Managing entity. So this starts out like 2 above,
but if all goes well, ends up like 1 above. Like in 1, is possible for GO bonds to be issued to pay
off debt of the non-managing entity, whether the County or TMWA will be the entity that
manages the consolidated system (though, if this was done it may be a requirement that all of the
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debt of the non-managing entity be paid off or defeased at one time); also, like in 2 above, prior
to the defeasance of the non-Managing entity's debt, the non-managing entity would have to have
the right to step in and take over its old system if the Managing entity was not managing the
system in a way that complied with the bond covenants of the non-managing entity.

I would be glad to meet to further discuss these and any other possible ideas. Please call with
any questions or comments.

John O. Swendseid

(Licensed in NV & CO)

Swendseid & Stern

a Member in Sherman & Howard, LLC
50 W. Liberty, Suite 1000

Reno, NV 89501

(775) 323-1980

Las Vegas (702) 387-6073

Fax: (775) 323-2339

e-mail: jswendse@sah.com
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ATTACHMENT B

TMWA-WCDWR

Analysis of Outstanding Debt
Refinancing/Defeasance Analysis

TMWA Bonds/Loans

TMWA Water Revenue 2001-A Bonds
TMWA Water Revenue 2005-A Bonds
TMWA Water Revenue 2006 Refunding Bonds (1)
TMWA Water Revenue 2007 Refunding Bonds (1)

Total Senior Lien Debt

TMWA DWSRF 2005 Loan (2)
Tax-Exempt Commercial Paper (3)

Total Subordinated Debt

WCDWR Bonds/Loans

Washoe 2001 Medium Term Bonds
Washoe 2005 Water/Sewer Bonds

Total Washoe County Water/Sewer Bonds

Washoe 2006 Water/Sewer SRF
Washoe Cold Springs Sewer SRF
Washoe Horizon Hills Water SRF
Washoe Valley Sewer SRF

Washoe Longley Lane Water SRF
Washoe Spanish Springs SRF
Washoe STMWRF Sewer 2001 SRF
Washoe South Truckee SRF

Total Washoe County SRF Loans

Total Debt Subject to the Refunding Analysis

Refunded Savings or (Cost) to Refinance Percentage
Par Nominal Present Value Savings/(Cost)
$ 58,105,000 $ (2,833,579) $ (4,275,876) -7.36%
37,910,000 (17,893,319) (10,984,211) -28.97%
147,630,000 (202,847,073) (90,964,038) -60.59%
202,395,000 (283,442,872) (127,617,073) -58.81%
$ 446,040,000 $  (507,016,843) $  (233,841,198)
$ 4,384,844 N/A N/A N/A
68,000,000 Not Analyzed Not Analyzed Not Analyzed
$ 72,384,844
$ 1,775,000 $ (440,017) $ (464,870) -26.19%
61,680,000 (25,143,281) (16,606,083) -26.92%
$ 63,455,000 $ (25,583,298) $ (17,070,953)
$ 4,055,106 $ (965,652) $ (794,211) -19.59%
2,492,208 (963,664) (744,227) -29.86%
112,530 (586,349) (410,114) -364.45%
643,949 (557,058) (437,458) -67.93%
12,594,028 (2,974,144) (2,605,712) -20.69%
5,972,394 (1,972,504) (1,530,123) -25.62%
15,580,564 (1,797,783) (2,069,302) -13.28%
565,632 (590,479) (436,478) -77.17%
$ 42,016,411 $ (10,407,633) $ (9,027,625)
$ 105471411 % (35,990,931) $ (26,098,578)

(1) These TMWA Bonds were issued to refinance/refund certain maturities of the 2001-A Acquisition
Bonds. Certain maturities are not refundable again on a tax-exempt basis until 90 days prior

to call dates on those maturities.

(2) This loan was not analyzed and omitted in error, most likely dis-savings

(3) The TECP was not analyzed because the weighted weighted average interest rate is approximately 1.7%
and interest rates vary constantly as notes maturie and are remarketed (resold).
No savings would be attainable by refinancing with senior lien bonds.
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ATTACHMENT C
NOTE: The attachments referenced in this Attachment C are presented in Attachments A and B
above.
/‘3’1‘2 \
TRUCKEE MEADOWS WATER
\\ / A U T H O R I T Y
STAFF REPORT
TO: Mark Foree, General Manager TMWA
Rosemary Menard, Director WCDWR
FROM: Jeff Tissier
DATE: December 1, 2008

SUBJECT: ANALYSIS OF THE TRUCKEE MEADOWS WATER AUTHORITY’S
AND WASHOE COUNTY DEPARTMENT OF WATER RESOURCES’
OUTSTANDING BONDS, LOANS, AND NOTES.

BACKGROUND

Truckee Meadows Water Authority (TMWA) and the Washoe County Department of Water
Resources (WCDWR) engaged Swendseid & Stern (S & S), bond counsel to both purveyors, and
Public Financial Management (PFM), the common financial advisor to both purveyors, to review
the legal and financial aspects of these agencies’ outstanding bonds, loans, and notes with respect
to consolidation/integration. It was decided to look at the two largest agencies with respect to
consolidation/integration since these agencies serve over 90% of water customers in the greater
Truckee Meadows and with respect to the WCDWR a certain number of sewer and reclaim water
customers. The legal and financial analyses were undertaken in a manner so as to not
predetermine a conclusion for consolidation/integration of these purveyors. The intent of these
analyses was to provide sufficient information with respect to outstanding bonds, loans and notes
to support a decision for advancing work on consolidation/integration of these agencies’
functions. Also if the refinancing (defeasance) of debt for a particular or both water purveyors is
a limiting factor, then this analysis would identify those limiting factors and assist in focusing
resources toward other integration opportunities that may produce overall cost reduction or other
monetary or non-monetary benefits to the region’s customers.

As of June 30, 2008 TMWA had approximately over $500 million in outstanding bonds, loans,
and notes. As of June 30, 2008 WCDWR had over $100 million in outstanding bonds, and loans.
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DISCUSSION

The bond analysis is comprised of two steps: a legal review, and a financial review. The legal
review was performed to determine which covenants must to be complied with and what
financial and operational options are available to the two agencies from the perspective of the
bond indentures. Second, a financial review was performed to calculate what financial benefits,
costs, and/or impediments may exist at this time.

S & S, bond counsel to both agencies, was engaged for the legal analysis to review the bond,
loan, and note covenants to determine compliance with certain covenants that would allow some
form of operational consolidation/integration. Three initial alternatives were provided. Please
refer to Attachment A. The first alternative was full consolidation® of the two agencies. To
achieve this goal one entity would issue new bonds to pay off the other entity’s bonds and the
entity that issued new bonds could become the surviving entity and owner. The existing bonds of
the acquired entity must be paid off (defeased) because of a restrictive covenant. The second
alternative would leave existing debt in place but have an interlocal agreement making one entity
the manager of the consolidated operations. The third alternative would be a combination of the
aforementioned two alternatives: create an interlocal agreement that addresses management of
the consolidated operations and only new debt can be issued by the managing entity. The
managing entity would then determine the time when the outstanding debt of the non-managing
entity would be paid off (defeased) as bond market conditions or other opportunities allow.
These alternatives are not considered comprehensive and potentially other options may become
available as additional consolidation/integration analyses are preformed. This analysis does not
address partial integration of certain business functions which is also an option.

PFM conducted an analysis of refinancing (defeasance) of all bonds and loans on an issue by
issue basis, to integrate into the aforementioned legal alternatives. Again this analysis was not to
draw any conclusions but simply perform the financial mathematics to determine the savings or
costs (negative economic benefit) from refinancing the bonds and notes at this time. Please refer
to Attachment B.

As can be concluded from the table in Attachment B, refinancing of all or any of the
outstanding bonds and loans do not provide any savings but rather significant economic
and financial costs (dis-savings). Of particular importance are TMWA 2006 and 2007
Refunding Bonds which at this time are only refundable by issuing taxable bonds. These bonds
were issued to refinance certain maturities of the 2001-A Water Asset Acquisition Bonds on an
advanced basis which Internal Revenue Service (IRS) Regulations allow only once. The
refinancing of these bonds is only achievable under favorable market conditions and only within
90 days before the call date of July 1, 2016 on certain maturities. Based upon current
information, alternative one which discusses full consolidation under the legal analysis is clearly
not an option without significant detrimental effects on customer water rates and developer fees.
Alternatives two and three under the legal analysis appear to have opportunities to explore and
analyze. Also pursuit of more limited integration alternatives not discussed in the legal analysis
appear feasible.

2 Consolidation for purposes of this report means a full combination of all financial, business, and operating
functions. Integration is defined as a limited combination of financial, business and operational functions or
developing parallel financial, business and operational processes. At this time there are certain limitations/options.
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5. Finance

Financial Planning
Accounting

Debt Management
Purchasing &
Contracts
Budgeting
Revenue Analysis

Ben Hutchins (lead)

Jeff Tissier
(Lead)

6. Human Resources

Workforce Planning
Labor Contracts
Organizational
Planning and
Development
Comp. & Benefits

Rosemary Menard
(lead)

Nanette Quitt
(Lead)

7. Communications

Internal
Communications
External
Communications
Community
Outreach and
Engagement

Rosemary Menard
(lead)

Kim Mazeres
(Lead)

8. Information
Technology

Telecom.

GIS

DP Hardware &
Software
Applications

Brent Thomas
(lead)

Yugandhar Narala
(Lead)

9. Legal Liaison

Pete Simeoni

Mike Pagni
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ATTACHMENT E

Draft Team Charter for System Planning and Engineering Team

Team Name: System Planning and Engineering
Team Members: TMWA DWR
Scott Estes (lead) Rick Warner (lead)
Scott Benedict Alan Jones
Juan Esparza John Buzzone
Tiffany Bowling Joe Howard
John Erwin Scott Smilley
Vahid Behmaram
Sponsors: TMWA DWR
Jack Byrom Rosemary Menard

Integration Study Purpose and Mission: To explore opportunities whereby TMWA and
WCDWR may, through joint operation of water system facilities and management of water
resources, produce quantifiable benefits for TMWA and WCDWR customers and the community
as a whole.

System Planning and Engineering Team Purpose and Scope: The System Planning and
Engineering Team will identify and evaluate the opportunities to achieve improved service
levels; reduce system operating costs; reduce facility capital costs; eliminate unnecessary or
redundant facilities; increase system reliability; increase water quality; and maximize
conjunctive use of limited groundwater and surface water resources through implementation of
operating and capital planning strategies based on thinking of the DWR and TMWA water
facilities and systems as one rather than two separate system.

Approach, Deliverables and Schedule: ~ The sponsoring agencies recommend a phased
approach to the work. The goal of using a phased approach is that it offers an opportunity for
decision-making, at the end of each phase, about whether to continue the investment of resources
to the next phase of the work.

The suggested first phase of the work would produce a Preliminary Assessment Report which
would include identification and preliminary evaluation of opportunities for increasing efficiency
and/or cost effectiveness through integrated operation of and capital planning for TMWA and
DWR water system facilities. The most appropriate level of evaluation would use broad
application of staff knowledge and experience and might result, for example, in a matrix of
opportunities for improvement rated high, medium, or low against common evaluation criteria.
The Preliminary Assessment Report should contain a recommendation from the team as to
whether the opportunities identified, if any, are, in the team’s judgment, beneficial enough to
warrant investing in further development and a more detailed evaluation.
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The requested completion date for the preliminary assessment report is January 9, 2009. The
System Planning and Engineering Team is requested to prepare and present its work and
recommendations to a joint meeting of the senior management teams of the sponsoring agencies.
Additional presentations to other boards or agencies may also be requested.

Following completion of the Preliminary Assessment Report, the Sponsoring Agencies request
the System Planning and Engineering Team to begin work to review and develop
recommendations for aligning agency business processes and rules for new development. The
goal would be to evaluate the opportunities for creating a “one stop shop” for developers that
would facilitate and streamline their working with water agencies in the region. The requested
completion date for the Development Services Business Process and Rules evaluation is
February 20, 2009. The System Planning and Engineering Team is requested to prepare and
present its work and recommendations to a joint meeting of the senior management teams of the
sponsoring agencies. Additional presentations to other boards or agencies may also be requested.

Resources:  The sponsoring agencies are authorizing staff time for team members assigned to
this task. Should the team leaders determine that additional resources are necessary for the team
to accomplish its work (e.g. technical or administrative support) they should immediately consult
with the sponsors to discuss their needs.
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Western Regional Water Commission Meeting of December 12, 2008
Conceptual Flow Diagram for a Phased Approach to Decision-Making

(representing parts of the planned process)
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ATTACHMENT G

Preliminary Schedule
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ATTACHMENTH

Preliminary Approach to Stakeholder Review Process
for TMWA-DWR Integration Evaluation

Mission: To encourage and provide opportunity for customers and stakeholders of TMWA and
DWR and other potentially affected community interests to actively participate in the TMWA-
DWR Integration Evaluation and as well as to review and provide comments on study findings.

As an initial effort, TMWA and WCDWR staff will regularly present status updates to
stakeholder groups which, at a minimum, will include:

- TMWA Standing Advisory Committee (SAC)

- Chambers, Northern Nevada Network, etc

- BANN, AGC, and Developer Groups

As key findings are developed, TMWA and DWR staff will present these findings to
stakeholders and customer groups identified above. Comments, recommendations, and issues
raised during these presentations will be compiled and submitted the WRWC, TMWA Board,
and Board of County Commissioners as part of staff reports prepared for these policy making
bodies so that they may be considered during deliberations on this subject.

When appropriate, TMWA and DWR staff will consider using approaches such as website

articles, bill stuffers, community workshops and open houses, and similar approaches to reaching
out to members of the public and offering them opportunities to provide input.
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