Tod Moody, President Catharine Benediktsson, Director
John Carapiet, Vice President Richard Snyder, Director
Michael Lasky, Secretary

NOTICE AND AGENDA
Special Board Meeting
at Sanitary District No. 5 of Marin County Meeting Room
2001 Paradise Drive, Tiburon, CA 94920
Thursday, November 14, 2019

11:00 A.M. SPECIAL BOARD MEETING - OPEN SESSION
CALL TO ORDER

ROLL CALL

PUBLIC COMMENTS: The public is invited to address the Board on items that do not appear
on the agenda and that are within the subject matter jurisdiction of the Board. The Brown Act
does not allow the Board to take action on any public comment. Please limit public comments to
no more than three minutes.

DIRECTORS’ COMMENTS AND/OR AGENDA REQUESTS

NEW BUSINESS

1. Roundtable Discussion re Refinancing Options for SD5’s Main Plant Rehabilitation (MPR)
Bond- Robert Pankratz & Ben Levine (Wulff, Hansen & Co.)

ADJOURNMENT

The Board will be asked to adjourn the meeting to a Regular Board Meeting on November 21%,
2019, at 5:00 p.m. at the Main Plant of Sanitary District No. 5 of Marin County, located at 2001
Paradise Drive, Tiburon, California.

The Board of Directors may at its discretion consider agenda items out of the order in which they appear above.

Accessible public meetings: Upon request, the District will provide written agenda materials in appropriate alternate
Jormats, or disability-related modification or accommodation, including auxiliary aids or services to enable individual with
disabilities to participate in public meetings. Requests are to be submitted in writing to the District at P.O. Box 227,
Tiburon, CA 94920 or rdohrmann@sani5.org at least two days prior to the meeting.



Tod Moody, President Catharine Benediktsson, Director
John Carapiet, Vice President Richard Snyder, Director
Michael Lasky, Secretary

Minutes of a Special Board Meeting
at Sanitary District No. 5 of Marin County Meeting Room
2001 Paradise Drive, Tiburon, CA 94920
Thursday, November 14, 2019

11:00 A.M. SPECIAL BOARD MEETING - OPEN SESSION

CALL TO ORDER by Vice President John Carapiet at 11:00 A.M.

ROLL CALL Directors present: Tod Moody, President (11:18 a.m.)
John Carapiet, Vice President
Michael Lasky, Secretary
Catharine Benediktsson, Director

Directors absent: Richard Snyder, Director
Staff present: Tony Rubio, District Manager
Robin Dohrmann, Office Manager

Consultants present; Robert Pankratz, Wulff, Hansen & Co.
Ben Levine, Wulff, Hansen & Co.

PUBLIC COMMENTS: The public is invited to address the Board on items that do not appear
on the agenda and that are within the subject matter jurisdiction of the Board. The Brown Act
does not allow the Board to take action on any public comment. Please limit public comments to
no more than three minutes.

There were no public comments at this time.

DIRECTORS’ COMMENTS AND/OR AGENDA REQUESTS

There were no Directors’ comments or agenda requests at this time.

NEW BUSINESS
1. Roundtable Discussion re Refinancing Options for SD5°s Main Plant Rehabilitation (MPR)

Bond— Robert Pankratz & Ben Levine (Wulff, Hansen & Co.)

Robert Pankratz & Ben Levine (Wulff, Hansen & Co.) reviewed a written report provided,
regarding current financial information and opportunities to refinance and reduce SD5 debt,
responding to questions from the Board. Discussion by the Board.
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ADJOURNMENT

The Board adjourned at 12:22 p.m. to a Regular Board Meeting on November 21%, 2019, at 5:00
p.m. at the Main Plant of Sanitary District No. 5 of Marin County, located at 2001 Paradise Drive,

Tiburon, California.

Approved:

%Moody /

President, Board of Directors

Secretary, Board of Directo

T:\Board\Board Minutes\2019 11 14 Special Board Minutes - MPR Refinance Roundtable, RLD TR TM.doc



Sanitary District No.5 of Marin County — Refunding 2012 Revenue Bonds - Q & A

1. Please detail charges (all penalties, fees, interest, etc.) for each payment throughout the life of the
debt service — in scenarios #1 & #2

Penalties — There are no penalties associated with refinancing these bonds under scenarios #1 and #2.
Many times bond calls do have premiums/penalties associated with early payoffs, but that is not the case
here. The existing bonds are callable at par/without penalty on 10/1/2021. Since the existing bonds are
not callable until 2021, under scenarios #1 and #2 the money needed to call the bonds in 2021 would be
put in to an escrow account upon the close of the refinancing, and those bonds proceeds, plus their
interest earnings while in escrow, would generate the exact amount needed to payoff the bonds in their
entirety on 10/1/2021 without penalty. The negative, would be the negative arbitrage between the
escrowed funds and the interest rate on the current bonds. But that is factored into the savings analysis.

Fees — There are fees for professional services associated with refinancing these bonds just as with any
transaction. These fees are referred to as the Cost of Issuance or COL All COI fees are contingent,
success-based fees that are paid out of the proceeds of the refinancing bonds at the close. Ultimately
these fees get amortized over the life of the new bonds and are wrapped into the debt service that was
shown in handouts. In our preliminary analysis, we estimated approximately $150,000 of Cost of
Issuance for this bond refinancing. These include approximately $100,000 (combined) for the services
of Bond Counsel, Municipal Advisor, and Placement Agent, the professionals who will coordinate the
transaction, sell the bonds, prepare the legal documents, and sign off on the legality of transaction, as
well as, approximately $20,000 (combined) for escrow services, verification, and counsel for the buyer
and the escrow agent. Lastly, we wrote in a miscellaneous contingency line-item of approximately
$30,000 to cover any unforeseen costs, so the District would not have to be out of pocket for any
unforeseen expenses. As we get closer to the actual transaction, we can “fine-tune” and reduce the
miscellaneous amount to more accurately reflect actual costs. Any amount unused in the miscellaneous
contingency would go to pay debt service on the new bonds.

In scenario #1, our estimated COI of approximately $150,000 which, when amortized (including
interest), would come out to approximately $14,500/year for 12 years, making up approximately 1.65%
of each debt service payment.

In scenario #2, our same estimated COI of approximately $150,000 which, when amortized (including
interest), would come out to approximately $17,000/year for 10 years, making up approximately 1.95%
of each debt service payment. The bottom line is we estimate between $120,000-150,000 of success
based fees, paid out of bond proceeds, associated with proposed refinancing and we always use a
conservative approach with a contingency when estimating these numbers so that our clients are never
left with an unexpected expense.

Interest — As proposed in scenarios #1 and #2, there would be a single interest rate for the life of the new
bonds. That rate as estimated on September 30, 2019, was 2.40% for the 12-year scenario #1 and 2.25%
for the 10-year scenario #2. Those estimated rates are a function of the interest rate market and move
correspondingly with Treasury rates offered by the US government and other similarly indexed
benchmarks used to price municipal bonds. We gather these indicative rates by being in regular
communication with banks who bid on like securities on a weekly or even a daily basis. At the time
when the refinancing bonds are to be sold (by the placement agent), the placement agent would contact
approximately 20 banks and ask for a competitive bid to buy the bonds, with all other terms and
covenants being equal. The bank with the lowest bid (lowest interest rate) is selected to buy the bonds.
Our proposed program of getting banks to bid against each other is how we obtain the best rate and

‘NULFF, HanseNn & Co.
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Sanitary District No.5 of Marin County — Refunding 2012 Revenue Bonds — Q & A

lowest overall interest costs for the District. In scenario #1, the 2.40% interest would generate
$1,206,313 in interest over the 12-year life of the bonds, making up 13.5% of the total debt service. In
scenario #2, the 2.25% interest would generate $945,069 in interest over the 10-year life of the bonds,
making up 10.9% of the total debt service. These indicative interest rates are approximate (and we
believe on the conservative side) as of the date the analysis was prepared. Those rates will move with
the markets until the bonds are actually priced through the bidding process described above.

2. Please specify how the private pay-off of the current bond would change upon its completion (i.e.,
who would SDS be paying, once the original bond is paid off?)

Once the original bond is defeased, meaning the proceeds needed to pay off the existing bonds are put
into escrow, the District is free and clear of payments on the existing bonds. On the refinancing bonds,
the paying procedure would go as follows: about 30-days before each payment is due (standardly semi-
annually although quarterly and monthly are also options), the trustee/paying agent would contact the
District and request you transfer the amount of the fixed payment into an account at the trustee/paying
agent and when the payment is due, the trustee/paying agent will transfer the payment to the selected
bank (the owner of the new bonds). There are other available procedures to organize this handoff, but
the way described above is most common. Essentially, the new bonds would be paid in the same manner
as you are paying now on the current bonds. However, if you want a different payment process, we can
look into that as an option, so long as the buyer of the bonds is amenable tc the new process.

3. Will we be able to refi again if interest rates drop again?

Yes. Typically for a 12-year or 10-year privately placed bond, a 5 or 6-year par call would be standard.
If the district wanted the option to refi sooner than that, an earlier call could be negotiated, but it comes
with a trade-off, either a higher initial interest rate and/or by having the bonds callable at a
premium/penalty. A standard premium/penalty amount that could be negotiated for an early call on this
type of bond would likely be 105% at the end of the first year, 104% at the end of the second year, and
declining yearly by 1% until a par call is available after year 5 or 6. We would likely recommend that a
standard 5-year no-penatly par call would be all that is warranted to protect the District, as interest rates
are very unlikely to drop dramatically enough between now and 2024 for the District to realize
additional savings, above what is shown in scenarios #1 and #2, to justify the cost of that option.

4. If SDS were to pay down $2M (From SDS5 Reserves), on 10-1-2021, please detail charges (all
penalties, fees, interest, etc.) for each payment throughout the life of the debt service — in scenarios
#1 & #2

See attached numerical analysis, labeled scenario #3. In this analysis, we will show the effects of using
refinancing bonds in addition to the District contributing $2 million dollars from reserves. In this
analysis, the District would need to place the $2 million dollar contribution in escrow at the closing of
the new bonds, estimated at this time to be on December 18, 2019, to stay consistent with scenarios #1
and #2.

5. If SDS were to pay down $2M (from SD5 Reserves), on 10-1-2023, please detail charges (all
penalties, fees, interest, etc.) for each payment throughout the life of the debt service — in scenarios

#1 & #2
WULFF, Hansen & Co.
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Sanitary District No.5 of Marin County — Refunding 2012 Revenue Bonds — Q & A

Assuming the District refinances the entire existing bond issue now to take advantage of today’s ultra-
low interest rates and to lock in the resulting savings, but wanted to pay down the issue in 2023 with $2
million from reserves, we could structure the new bonds with $2 million in extra principal in the 2023
maturity with no extra fees involved. But the District would be committed to make that extra $2 million
payment because it would be part of the bond debt service. Alternatively, if the District wanted to retain
flexibility on paying the extra $2 million early, we could put in an “extraordinary redemption” feature
allowing the District to make an early redemption of up to $2 million on or after 2023 with no premium

penalty.

The first approach would likely result in a lower interest rate from the buyer because the bond issue
would have a shorter average life resulting from the higher structured 2023 payment. A shorter average
life results in a lowered interest rate cost. The second approach would likely have a slightly higher
interest cost than with no extraordinary redemption feature because it introduces uncertainty into the
buyer’s portfolio of maturities — they don’t know if $2 million of the bonds will be redeemed early or
not.

6. In Scenario #1, the payments begin large and gradually decrease (@ 2.4% APR through 2031). In
Scenario #2, the payments begin small and gradually increase (@ 2.25% APR through 2029).
Please advise what the net present value is for each scenario.

The payments in both scenarios are relatively level. They vary within a narrow margin because our calculations
are made using increments of $5,000. The first-year payment is often different from the other years because it
will have more or less than the 12 month calculation period of the other maturities. We can smooth that out, if
you wish. Both scenarios were structured so as to produce approximately level savings between the yearly
payments on the existing bonds and the yearly payments on the proposed new bonds (the first year is often
different because it is more than or only a partial year). In scenario #1, each payment for the remaining life of
the bonds is lessened by approximately $60,000/year. In scenario #2, the first ten payments are accelerated and
increased by approximately $65,000/year (but at a lower interest rate than on the existing bonds), with no
payment in years 2030 and 2031, meaning the District will save the entire payments budgeted for those final
two years of the existing bond debt service schedule of $805,000 and $808,500, respectively. The difference in
the payments on the new bonds year to year, as referenced in your question, is a function of how we structured
our preliminary analysis, using minimum lots of $5,000 principal amount per bond. When bids are being solicited
from private placement banks, we would work with staff to structure the payment schedule to the specifications
of the District’s wants and needs. We could use a smaller minimum denomination of principal to make those
payments more level, if that is what the District prefers, additionally we can explore other options as to debt
service structures that best suit the District’s needs, such as higher payments in the early years tapering to the
later years (accelerated paydown). We simply need input from the District as to your preferences in structuring
the new transaction to best reflect your wishes.

Net Present Value of Savings on 12/18/2019: 100% Cash Payoff from District reserves in the amount
of 55,730,000 on 10/1/2023:

Scenario #1: 5670,573 fs /i/
Scenario #2: $744,625 Net Present Value of Savings on 12/18/2019: $152,530*
Net Present Value of Savings on 10/1/2023: 5586,318*

Scenario #3: $670,572

*All of the Net Present Value of Savings Calculations used the TIC of the refinancing bonds as the discount rate in
the calculation, except in the case of the 100% cash payoff, where there are no new bonds and thus no TIC. In
that case, a discount rate of 2.40% is used, as it represents our estimates of the District’s cost of money.

WuLFF, HANSEN & Co.
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Sanitary District No.5 of Marin County — Refunding 2012 Revenue Bonds - Q & A

Scenario #3

Scenario #3 mirrors the assumptions of the 12-year scenario (scenario #1) with the addition of a $2m
contribution from the District’s reserves. Numbers are run using estimated rates as of September 30, 2019 to
stay consistent and comparable with Scenarios #1 and #2.

Debt Service Savings Analysis J Debt Service Savings Analysis
Belvedere Tiburon Wastewater Financing Authority Belvedere Tiburon Wastewater Financing Authority
(Sanitary Dist. No. 5) (Sanitary Dist. No. 5)
2019 Refunding (2012 Wastewater Revenue Bonds) 2019 Refunding {2012 Wastewater Revenue Bonds)
1 2019 Private Placement
2019 Private Period
Placement Ending Principal Coupon Interest Debt Service
Sources 10/1/2020 490,000 2.40% 107,540 597,540
Par Amount 5,700,000 10/1/2021 420,000 2.40% 125,040 545,040
District Contribution from Reserves 2,000,000 10/1/2022 430,000 2.40% 114,960 544,960
10/1/2023 440,000 2.40% 104,640 544,640
Total Sources 7,700,000 10/1/2024 450,000 2.40% 94,080 544,080
Uses 10/1/2025 465,000 2.40% 83,280 548,280
Refunding Escrow Deposit 7,550,430 10/1/2026 470,000 2.40% 72,120 542,120
10/1/2027 430,000 2.40% 60,840 540,840
Cost of Issuance 149,570 10/1/2028 495,000 2.40% 49,320 544,320
10/1/2029 505,000 2.40% 37,440 542,440
Total Uses 7,700,000 10/1/2030 520,000 2.40% 25,320 545,320
Dated Date 12/18/2019 10/1/2031 535,000 2.40% 12,840 547,840
Delivery Date 12/18/2019 Total: 5,700,000 887,420 6,587,420
Numbers were run on September 30, 2019 at current market rates Numbers were run on September 30, 2019 at current market rates
All figures are preliminary, estimated, and subject to change All figures are preliminary, estimated, and subject to change

Proposed
| New Debt
Service

Existing Estimated
DebtService  Savings |

597,540 805,950 208,410 ||
545,040 806,350 261,310 |
544,960 806,650 261,690
544,640 806,500 261,860
544,080 805,500 261,420 |
548,280 808,250 259,970 |
542,120 804,500 262,380
540,840 804,500 263,660
544,320 808,000 263,680 |
542,440 804,750 262,310 ||
545,320 805,000 259,680 |
547,840 808,500 260,660
6,587,420 9,674,450 3,087,030

i

2,000,000 |-
1,087,030 |

Numbers were run on September 30, 2019 at current market rates
All figures are preliminary, estimated, and subject to change

WuLrr, HANSEN & Co.

CETABLISHED 1931




Sanitary District No.5 of Marin County — Refunding 2012 Revenue Bonds

Scenario #4

Scenario #4 mirrors the assumptions of the 10-year scenario (scenario #2) with the addition of a $2m
contribution to the Escrow from the District’s reserves at the closing of the bond issue. Numbers are run using
estimated rates as of September 30, 2019 to stay consistent and comparable with Scenarios #1, #2 and #3.

Debt Service Savings Analysis Debt Service Savings Analysis
Belvedere Tiburon Wastewater Financing Authority Belvedere Tiburon V_Va“e“fate’ Financing Authority
(Sanitary Dist. No. 5) 2015 Refundi (Sa;;tnarv Dist. No. :) i
2019 Refunding (2012 Wastewater Revenue Bonds) afunding| Wastewater Revenue Bonds)
Sources & Uses n = -
— 2019 Private Placement
2019 Private Period . .
Placement Ending Principal Coupon Interest Debt Service
Sources 10/1/2020 575,000 2.25% 100,996 675,996
oo || vEm | smmame s e
District Contribution from Reserves 2,000,000 10/1/2023 545,000 2.25% 91,800 636,800
Total Sources 7,710,000 10/1/2024 555,000 2.25% 79,538 634,538
Uses 10/1/2025 575,000 2.25% 67,050 642,050
Refunding Escrow Deposit 7,561,295 10/1/2026 20000 e = SIS
10/1/2027 595,000 2.25% 41,063 636,063
c £l 148,705 10/1/2028 610,000 2.25% 27,675 637,675
BSEGH ISstance = T R 10/1/2029 620,000 2.25% 13,950 633,950
Total Uses 7,710,000 Total: 5,710,000 695,558 6,405,558
Dated Date 12/18/2019
Delivery Date 13 1:// 2019 Numbers were run on September 30, 2019 at current market rates
SRV All figures are preliminary, estimated, and subject to change

Numbers were run on September 30, 2019 at current market rates
All figures are preliminary, estimated, and subject to change

Proposed

| New Debt Existing Estimated I

Period . Debt Service Savings
Service

Ending |
10/1/2020 675,996 805,950 129,954 i
10/1/2021 635,538 806,350 170,813
10/1/2022 638,838 806,650 167,813 |
10/1/2023 636,800 806,500 169,700 | -
10/1/2024 634,538 805,500 170,963 | Net Present Value of Savings:
10/1/2025 | 642,050 808,250 166,200 || | $733,759
10/1/2026 634,113 804,500 170,388 ':
10/1/2027 | 636,063 804,500 168,438 |
10/1/2028 637,675 808,000 170,325
10/1/2029 633,950 804,750 170,800
10/1/2030 - 805,000 805,000
10/1/2032 - 808,500 808,500 |

Total || 6405558 9,674,450 3,268,892 |

=1 - TN |

|Less District Contribution 2,000,000 |
| Estimated Net Savings 1,268,892 ;

Numbers were run on September 30, 2019 ot current market rates
All figures are preliminary, estimated, and subject to change

WuLrr, HanseN & Co.
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Sanitary District No.5 of Marin County — Refunding 2012 Revenue Bonds — Q & A

Appendix A: Historical Treasury Rates
(Last 10-years)

Source: Bloomberg

“’ULFF, HanseN & Co.
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