SOUTH PLACER WASTEWATER AUTHORITY

In accordance with the requirements of California Government Code section 54950 et seq., notice is
hereby given of the regular meeting of the Board of Directors of the South Placer Wastewater
Authority at the following time and location:

Thursday, May 11, 2017
9:30 a.m.
City of Roseville
2005 Hilltop Circle
Meeting Room 3

AGENDA

ROLL CALL Directors: John Allard (Chair)
Jack Duran (Vice Chair)
Bonnie Gore
Jerry Mitchell
Robert Weygandt

PLEDGE OF ALLEGIANCE

INTRODUCTIONS

APPROVAL OF MINUTES, January 26, 2017

OLD BUSINESS ITEMS

NEW BUSINESS ITEMS

1. Direction: Approval to move forward with recommended financing of the Pleasant Grove WWTP
Expansion & Energy Recovery Project and refunding of SIFMA 2014 Bonds. (Jay)

2. Resolution: Authorize Executive Director to approve contracts with financial team in connection
with the issuance of refunding bonds. (Jay)

3. Information: Pleasant Grove WWTP Expansion Project Update (Ken)

PUBLIC COMMENTS

REPORTS/COMMENTS — BOARD MEMBERS/STAFE

ADJOURNMENT
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Note: The Board may take action on any matter, however listed on this Agenda, and whether or not listed on this Agenda,
to the extent permitted by applicable law. Staff Reports are subject to change without prior notice.

Any disclosable public records related to an open session item on a regular meeting agenda and distributed by the
Recording Secretary to all or a majority of the SPWA Board less than 72 hours prior to that meeting are available for public
inspection during normal business hours at the City of Roseville Corporation Yard, 2005 Hilltop Circle, Roseville California
95747.

The meeting is accessible to the disabled. In compliance with the Americans with Disabilities Act, if you are a disabled

person and you need a disability-related modification or accommodation to participate in this meeting, please contact
Voice:(916) 774-5770, TDD: (916) 774-5220. Requests must be made as early as possible.
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DRAFT

SOUTH PLACER WASTEWATER
AUTHORITY

John Allard — Roseville (Chair)
Jack Duran — Placer County (Vice Chair)
Bonnie Gore — Roseville
Jerry Mitchell - SPMUD
Robert Weygandt — Placer County

MINUTES OF BOARD OF DIRECTORS’ MEETING
January 26, 2017

The regular meeting of the South Placer Wastewater Authority Board of Directors was
called to order at 9:30 a.m. at the Roseville Corporation Yard, 2005 Hilltop Circle,
Roseville, CA.

Directors Present: Staff Present:
John Allard Paul Chrisman, JPA Counsel
Jack Duran Sabrina Thomas, JPA Counsel
Bonnie Gore Ken Glotzbach, Executive Director
Jerry Mitchell Jay Panzica, Treasurer
Robert Weygandt Karen Sainsbury, Secretary

Roll Call

All Directors were present.

Introductions

The following were in attendance: Monty Hanks, Janet Vargas, Vanessa Lieberman,
Jacquelyn Flickinger, George Hanson and Todd Jordan from the City of Roseville; Herb
Niederberger from SPMUD; Bill Zimmerman and Kevin Bell from Placer County; Phillip
Curls with FirstSouthwest, Tracie Mueller and Kevin Kennedy of Kennedy Jenks, and
Mike Harrison and Adam Ross of Brown and Caldwell,

Election of Chair and Vice Chair
A vote was taken as follows:

MOTION by Director Duran, seconded by Director Weygandt, to elect Director Allard as
Chair.

Vote: Ayes:  Allard, Duran, Gore, Mitchell, Weygandt
Nos:
Absent:

MOTION by Director Weygandt, seconded by Director Gore, to elect Director Duran as
Vice-Chair.

Vote: Ayes:  Allard, Duran, Gore, Mitchell, Weygandt

SPWA Board Meeting Minutes 1/26/17
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Nos:
Absent:

Approval of Minutes, June 30, 2016
A vote was taken as follows:

MOTION by Director Gore seconded by Director Weygandt to approve the
June 30, 2016 minutes.

Vote: Ayes:  Allard, Gore, Mitchell, Weygandt
Nos:
Abstention:  Duran

Old Business
None

New Business

1. Information: Debt Review
Monty Hanks reported on the Authority’s outstanding debt, market commentary and
debt service budget, actual and remaining forecast for FY2016-17.

Director Duran and Director Weygandt would like staff to pursue lowering the
Authority’s risk in paying the IRS on the Reserve Fund earnings when they exceed
the interest cost of the bonds.

2. Information: Investment Review

Monty Hanks reported on the performance of the Authority’s investments through
November 30, 2016.

3. Information: Capital Improvement Projects Overview & Update on Pleasant
Grove WWTP Expansion Improvements

Ken Glotzbach provided an update of the capital improvement projects.

Kevin Kennedy presented on the Expansion Project and Adam Ross presented on
the Energy Recovery Project.

Directors commented on the energy recovery project and requested to see how fuel
rates are determined as well as the structure of the agreement with the City’s Solid
Waste division when the terms are defined.

4. Resolution: Approval of Capital Improvement Project Budget Adjustments

Ken Glotzbach presented the adjustments to the FY2016-17 Capital Improvements
Projects Budget and requested the Board’'s approval.

MOTION by Director Duran seconded by Director Weygandt to adopt Resolution
2017-01. The vote was unanimous.
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10.

Information: Debt Needs for 2017
Phillip Curls of FirstSouthwest presented this item on behalf of Terry Maas.
Information: Financial Audit

Jacquelyn Flickinger reported on the Audited Financial Statement and Memorandum
of Internal Control for the fiscal year ended June 30, 2016.

Director Duran reminded staff to send a copy of the audit findings statement to the
SPWA Chair prior to finalizing the audit.

Director Duran inquired about why the discussion and analysis section was omitted
from the Financial Statements. Jacquelyn Flickinger explained that many of the
information of the financial statements would be repeated in the management’s
discussion and analysis section if that section was included. Due to the small
number of pages in the report, management did not feel it was necessary to repeat
the information in an additional section, but could add this information at the request
of the Board. The Board agreed that this information was not necessary at this time.

Information: Agreed Upon Procedures & Connection Fee Programs

Jacquelyn Flickinger presented the Agreed Upon Procedures and Connection Fee
Programs on behalf of Janet Vargas.

Information: Rate Stabilization Fund Balances

Jacquelyn Flickinger provided an update on the Rate Stabilization Fund Balances as
of June 30, 2016.

Resolution: Approval of Fund Summary Budget Adjustments

Jacquelyn Flickinger presented the Rate Stabilization Fund final activity for 2015-16
and presented the Amended Budget for FY2016-17 for the Board’s approval.

MOTION by Director Weygandt seconded by Director Mitchell to adopt Resolution
2017-02. The vote was unanimous.

Resolution: Approval of Updated Authority Schedule of Regular Meeting Dates
Ken Glotzbach requested the Board adopt the updated regular meeting schedule to
include two additional meetings needed for the expansion project and bond

financing.

Director Duran requested bond financing information be provided as early as
possible for review in advance of the meeting.

MOTION by Director Gore seconded by Director Mitchell to adopt Resolution
2017-03. The vote was unanimous.
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Reports/Comments — Board Members/Staff

Monty Hanks reported the May meeting will include a recommendation to approve an
agreement with First Southwest to act as the financial advisor for the authority.

Monty Hanks announced his resignation from the City to join NCPA.

Public Comment
None

Adjournment
The meeting was adjourned at 11:18 a.m.

John Allard
Chair

Karen Sainsbury
Secretary to the Board
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AUTHORITY COMMUNICATION

TO: South Placer Wastewater Authority DATE: April 21, 2017
Board of Directors

FROM: Jay Panzica, Treasurer
Vanessa Lieberman, Financial Analyst

AUTHORITY COMMUNICATION NO: 17-11

SUBJECT: PGWWTP Expansion and Recovery Project Funding & Refunding of
SIFMA 2014 Bonds

For SPWA Board Meeting 5/11/17
ACTION REQUESTED
Motion to direct staff to commence bond proceedings on refunding the SIFMA 2014
bonds and issue a new money component for the expansion of the Pleasant Grove
Wastewater Treatment Plant (Pleasant Grove WWTP).

BACKGROUND

The following report details a review of the Authority’s outstanding debt, the need for new
monies as it pertains to the expansion of the Pleasant Grove WWTP and the SIFMA 2014
Bonds that will expire on November 1, 2017.

Summary of Outstanding Debt

The South Placer Wastewater Authority (Authority) currently has $135.4 million of debt
outstanding as summarized in the table below. Of the outstanding debt, 35% is fixed-rate
and 65% is variable rate. The Authority has entered into an interest-rate swap with Morgan
Stanley which is also referred to as a “synthetic” fixed-rate debt. The swap acts as a fixed-
rate hedge for the majority of the Series 2013 and 2014 bonds. With the interest-rate swap
factored in as a hedge, the outstanding debt can be reclassified as 35% fixed-rate, 48%
synthetically hedged (with the swap), and the remaining 17% as unhedged variable rate.
The debt is currently rated A+ by Standard & Poor’s and Fitch Ratings.

Summary of Outstanding Direct Direct

% of

Outstandin Final Expiration
Series Type Issue Size & Coupon Range  Call Date ' i P Total
Par Maturity Date
Debt
2011C Fixed $67,040,000  $46,930,000 5.00%-5.25%  11/1/2020 11/1/2025 None 34.67%
2013 70.5% of 1m
Variabl 59,330, 59,330,000 16/1/2017 11/1/2035 4/1/2020 43.82%
amended in2016 " 2n2Ple 958,330,000 5 uBOR+05s% /Y /1 /1 °
2014 Variable $29,120,000 $29,120,000 SIFMA +0.33%  5/1/2017 11/1/2029 11/1/2017 21.51%
Total $135,380,000
Summary of Outstanding Swap
Final MTM Value
tional i .
Counterparty Current Notiona SPWA Pays SPWA Receives Maturity _(as of 12/30/2016) Counterparty Ratings
62% of 1m LIBOR BBB+/A3/A

Stanl 64,775,000 3.665% 11/1/2027 8,174,686 ‘
IMCEEARIStaNEY 264,775,00 +0.26% e > ) (S&P / Moodys / Fitch)




Bond Refunding and New Money Component

The 2017 expansion of the Pleasant Grove WWTP is estimated to have a construction
cost of $80,000,000. The expansion project will add treatment capacity to the plant to
accommodate growth in the service area expected through 2035. The added facilities also
allow the plant to convert processed solids into useful energy in the form of vehicle fuel
and electricity. In addition, this conversion reduces the amount of solids that require offsite
disposal by an estimated 30-50%. Staff is proposing multiple funding sources for this
project that consists of current cash reserves, State Revolving Fund (SRF) debt and
bonds. The current estimates for the combined funding is $30,000,000 in new money
bonds, $25,000,000 in cash reserves and $25,000,000 in SRF funds.

The SIFMA 2014 bonds were sold as a 3-year SIFMA Index Bonds that will come due on
November 1, 2017. The Authority has the ability to restructure the 2014 SIFMA Bonds
after May 1, 2017. These bonds refunded the 2011D Bonds and were issued in the amount
of $29,120,000. Staff is proposing to restructure these variable rate bonds into long-term
fixed rate bonds.

The 2017 Bonds are expected to fund a combination of the 2014 SIFMA Bonds
restructuring for (~$30,000,000) and partially fund the Pleasant Grove WWTP expansion
for (~$30,000,000), totaling approximately $60,000,000.

Submitted by:

oo Gl b

Vanessa Lieberman
Financial Analyst
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Kenneth J. Glotzbach
Executive Director




AUTHORITY COMMUNICATION

TO: South Placer Wastewater Authority DATE: April 26, 2017
Board of Directors

FROM: Jay Panzica, Treasurer -
Vanessa Lieberman, Financial Analyst

AUTHORITY COMMUNICATION NO: 17-12
SUBJECT: Contract for Professional Services for Financial Advisor

For SPWA Board Meeting 5/11/17
ACTION REQUESTED
Approve the attached resolution authorizing FirstSouthwest, A Division of Hilltop
Securities, Inc. to serve as the Financial Advisor for the Authority.

BACKGROUND

FirstSouthwest, A Division of Hilltop Securities, Inc. (FirstSouthwest) has a strong
familiarity with the business and cash flow needs of the Authority as well as a solid
understanding of the Authority’s debt portfolio.

Staff requests the Authority to authorize financial advisory services from FirstSouthwest,
on an as needed basis, for a period of five years with a one year optional extension at
the rates set forth in Appendix B to the proposed Municipal Advisory Agreement
accompanying this report.

Since 1946, FirstSouthwest has been a trusted leader in public finance. They provide
expert financial advisory services to more than 1,600 clients across 25 offices in 14 states.
The financial advisory professionals work together across geographical and practice group
boundaries to help each client receive the benefits of the entire firm's expertise.

FirstSouthwest maintains proven expertise across a variety of public finance sectors
including, but not limited to, Water and Wastewater, Public Power, Special
Districts/Development and Public-Private Partnerships. In addition to this expertise,
FirstSouthwest has been Financial Advisor to the City of Roseville since 2015.

FISCAL IMPACT

The fiscal impact for financial advisory services is a $25,000 flat fee for each new bond
issuance or refunding. Payment for new or refunding bond issues are typically contingent
upon the issuance of the bonds and are routinely paid from bond issuance proceeds.

ubmitted by:

Vanessa Lieberman
Financial Anajly&
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RESOLUTION NO. 2017-04

RESOLUTION OF THE BOARD OF DIRECTORS OF THE SOUTH PLACER
WASTEWATER AUTHORITY APPROVING A CONTRACT WITH FINANCIAL
TEAM IN CONNECTION WITH THE ISSUANCE OF REFUNDING BONDS

BE IT RESOLVED by the Board of Directors of the South Placer Wastewater Authority
(the “Authority”) as follows:

The Executive Director of the Authority is hereby authorized and directed to execute and
deliver the following contract on behalf of the Authority in connection with the issuance of the
Authority’s refunding bonds. The contract shall be in a form approved by the Executive Director
and the Authority’s legal counsel.

a. Contract for professional services by and between the Authority and
FirstSouthwest, A Division of Hilltop Securities, Inc. (“Municipal Advisor”).

PASSED AND ADOPTED this 11th day of May 2017, by the following vote:
AYES:

NOES:

ABSENT:

Chairperson

Attest:

Secretary



FirstSouthwestm

A Division of Hilltop Securities.

MUNICIPAL ADVISORY AGREEMENT

This Municipal Advisory Agreement (the “Agreement”) is made and entered into by and between
South Placer Wastewater Authority, (“SPWA?”), (the “Issuer”) and FirstSouthwest, a Division of Hilltop
Securities Inc. (“FirstSouthwest”), and is dated, and shall be effective as of, the date executed by the Issuer
as set forth on the signature page hereof (the “Effective Date”™).

WITNESSETH:

WHEREAS, the Issuer will have under consideration from time to time the authorization and
issuance of municipal securities, including but not limited to the issuance and sale of evidences of
indebtedness or debt obligations that may currently or in the future be authorized and issued or otherwise
created or assumed by the Issuer, in amounts and forms which cannot presently be determined; and

WHEREAS, in connection with the authorization, sale, issuance and delivery of such municipal
securities, as well as in connection with any matters relating to municipal financial products of the Issuer,
the Issuer desires to retain a municipal advisor; and

WHEREAS, the Issuer desires to obtain the professional services of FirstSouthwest as a municipal
advisor to advise the Issuer regarding the issuance of municipal securities and any municipal financial
products, all as more fully described herein, during the period in which this Agreement shall be effective;
and

WHEREAS, FirstSouthwest is willing to provide its professional services and its facilities as a
municipal advisor in connection with the Issuer’s issuances of municipal securities and any municipal
financial products, all as more fully described herein, during the period in which this Agreement shall be
effective.

NOW, THEREFORE, the Issuer and FirstSouthwest, in consideration of the mutual covenants
and agreements herein contained and other good and valuable consideration, do hereby agree as follows:

SECTION I
SCOPE OF SERVICES
A. Scope of Services and Discharge of Responsibilities.
1. Scope of Services.
(a) FirstSouthwest is engaged by the Issuer as its municipal advisor to provide the services set

forth in Appendix A hereto (the “Municipal Advisory Services”). The Municipal Advisory Services,
together with any services to be provided by FirstSouthwest as the Issuer’s independent registered
municipal advisor (“IRMA”) pursuant to subparagraph B.1 of this Section I, are hereinafter collectively
referred to as the “Scope of Services” hereunder. The Scope of Services to be provided by FirstSouthwest
may be changed only as provided in paragraph D of this Section L.

(b) If the Issuer engages FirstSouthwest or any of its affiliates, in a capacity other than as
municipal advisor, to provide additional services that are not municipal advisory activities (“Non-Municipal
Advisor Services™), such engagement for Non-Municipal Advisor Services shall be evidenced by a separate
agreement between the Issuer and such party. The parties hereto acknowledge that such Non-Municipal
Advisor Services shall not be governed by this Agreement and are intended to consist of activities not
requiring registration as a municipal advisor under the Securities Exchange Act.

(© The Issuer shall provide written notice to FirstSouthwest of any other municipal advisor
engaged by the Issuer, whether in regard to all or any portion of the Municipal Advisory Services or for



any other aspects of the issuance of municipal securities or municipal financial products outside the scope
of the Municipal Advisory Services, as described in clause (c) of subparagraph B.1 of this Section 1.

2. Inquiries and Information in Connection with FirstSouthwest’s Duties. If and to the
extent provided in the Scope of Services, FirstSouthwest is called upon to make recommendations to the
Issuer or to review recommendations made by others to the Issuer, and in connection therewith to determine
whether such recommendations are suitable for the Issuer, in order to fulfill its duties with respect to such
recommendations and any associated suitability determinations, FirstSouthwest is required under
applicable regulations to make reasonable inquiries of the Issuer as to the relevant facts. Such facts include,
at a minimum, information regarding the Issuer’s financial situation and needs, objectives, tax status, risk
tolerance, liquidity needs, experience with municipal securities transactions or municipal financial products
generally or of the type and complexity being recommended, financial capacity to withstand changes in
market conditions during the term of the municipal financial product or the period that municipal securities
to be issued in the municipal securities transaction are reasonably expected to be outstanding, and any other
material information known by FirstSouthwest about the Issuer and the municipal securities transaction or
municipal financial product. In addition, FirstSouthwest is required under applicable regulations to use
reasonable diligence to know the essential facts about the Issuer and the authority of each person acting on
behalf of the Issuer so as to effectively service FirstSouthwest’s municipal advisory relationship with the
Issuer, to act in accordance with any special directions from the Issuer, to understand the authority of each
person acting on behalf of the Issuer, and to comply with applicable laws, regulations and rules.

Accordingly, the Issuer hereby agrees to provide accurate and complete information reasonably
designed to permit FirstSouthwest to fulfill its responsibilities in connection with any such
recommendations and suitability determinations and to provide to FirstSouthwest reasonable access to
relevant documents and personnel in connection with its required investigation to determine that any
recommendations are not based on materially inaccurate or incomplete information. The Issuer
acknowledges that FirstSouthwest may not be able to make requested recommendations or suitability
determinations if it is not provided access to such information and that the Issuer shall be estopped from
claiming a violation of FirstSouthwest’s fiduciary duty to the Issuer in connection with a recommendation
or suitability determination made by FirstSouthwest based on materially inaccurate or incomplete
information provided by the Issuer.

3. Actions Independent of or Contrary to Advice. The parties hereto acknowledge that the
Issuer shall not be required to act in accordance with any advice or recommendation provided by
FirstSouthwest to the Issuer. Upon providing such advice or recommendation to the Issuer, together with
the basis for such advice or recommendation, FirstSouthwest shall have discharged its duties with regard
to such advice or recommendation and shall not be liable for any financial or other damages resulting from
the Issuer’s election not to act in accordance with such advice or recommendation. Furthermore, the Issuer
shall be estopped from claiming a violation of FirstSouthwest’s fiduciary duty to the Issuer as a result of its
election not to act in accordance with any advice or recommendation by FirstSouthwest, including but not
limited to any claim that FirstSouthwest should have taken steps, in addition to providing its advice or
récommendation together with the basis therefor, to cause the Issuer to follow its advice or
recommendation.

4, Preparation of Official Statement in Connection with Issuance of Municipal Securities.
If and to the extent provided in the Scope of Services, FirstSouthwest is called upon to assist the Issuer in
the preparation of its official statement in connection with the issuance of municipal securities, the Issuer
hereby agrees to provide accurate and complete information to FirstSouthwest reasonably designed to
permit FirstSouthwest to fulfill its responsibility to have a reasonable basis for any information
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FirstSouthwest provides about the Issuer, its financial condition, its operational status and its municipal
securities in connection with the preparation of the official statement. While FirstSouthwest may participate
in the due diligence process in connection with the preparation of the official statement, if such participation
is within the Scope of Services, FirstSouthwest shall not be obligated to undertake any inquiry or
investigation in connection with such due diligence beyond any inquiries or investigations otherwise
required by this Agreement. Furthermore, FirstSouthwest shall not be responsible for certifying the
accuracy or completeness of the official statement, other than with respect to information about
FirstSouthwest provided for inclusion in the official statement, if applicable. The Issuer agrees that
FirstSouthwest may rely on any information provided to it by the Issuer for purposes of this paragraph.

5. Representations and Certifications. If and to the extent provided in the Scope of Services,
FirstSouthwest is called upon to make representations and certifications with regard to certain aspects of
matters pertaining to the Issuer, its municipal securities or municipal financial products arising as part of
the Municipal Advisory Services to be provided pursuant to this Agreement, the Issuer hereby agrees to
provide accurate and complete information to FirstSouthwest as may be reasonably necessary or otherwise
helpful to FirstSouthwest in fulfilling its responsibility to have a reasonable basis for any representations,
other than representations by FirstSouthwest regarding itself, made in a certificate signed by FirstSouthwest
that may be relied upon by the Issuer, any other party involved in any matter arising as part of the Municipal
Advisory Services, or investors in the Issuer’s municipal securities. The Issuer agrees that FirstSouthwest
may rely on any information provided to it by the Issuer for purposes of this paragraph.

B. Services as Independent Registered Municipal Advisor.

1. Designation as IRMA and Scope of Designation.

(a) Subject to clause (b) of this subparagraph B.1, if the Issuer elects to designate
FirstSouthwest, and FirstSouthwest agrees to represent the Issuer, as the Issuer’s IRMA for purposes of
Securities Exchange Commission (“SEC”) Rule 15Bal-1(d)(3)(vi) (the “IRMA exemption™) with respect
to the Municipal Advisory Services, FirstSouthwest will treat such role as IRMA as within the scope of
Municipal Advisory Services. Any reference to FirstSouthwest, its personnel and its role as IRMA in the
written representation of the Issuer contemplated under SEC Rule 15Bal-1(d)(3)(vi)(B) shall be subject to
prior approval by FirstSouthwest.

If there are any other aspects of the issuance of municipal securities or municipal financial products
outside the scope of the Municipal Advisory Services with respect to which the Issuer seeks to have
FirstSouthwest serve as its IRMA, such aspects, which are separate and distinct from Municipal Advisory
Services for purposes of this Agreement, shall be included in Appendix A hereto and may be changed only
as provided in paragraph D of this Section I. FirstSouthwest’s duties as IRMA shall be strictly limited to
the provision of advice to the Issuer with regard to third-party recommendations on any aspects of the
issuance of municipal securities or municipal financial products outside the scope of the Municipal
Advisory Services, subject to subparagraph B.3 of this Section I, and the provision of advice by
FirstSouthwest to the Issuer with respect to such matters shall not result in a change in scope of the
Municipal Advisory Services. By way of example, if FirstSouthwest serves as municipal advisor for an
issuance of municipal securities within the scope of Municipal Advisory Services, but is asked to review a
recommendation made by a third party with respect to a different issuance of municipal securities not within
the scope of Municipal Advisory Services, any advice with respect to such review would not, by itself,
cause such other issuance to come within the scope of Municipal Advisory Services, and FirstSouthwest
would not be obligated to undertake any of the services set forth in Appendix A with regard to such issuance
unless the scope of Municipal Advisory Services hereunder is amended to include such issuance.
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(b) If the Issuer elects not to designate FirstSouthwest to serve as an IRMA for purposes of the
IRMA exemption with respect to the Municipal Advisory Services, or if the Issuer elects to designate
FirstSouthwest to serve as IRMA for less than the full range of Municipal Advisory Services, such election
shall be set forth in Appendix A.

() The Issuer shall provide written notice to FirstSouthwest of any other municipal advisor
engaged by the Issuer, whether such other municipal advisor has been designated as an IRMA, and such
notice shall include the scope of services of such municipal advisor. If the Issuer has engaged, or has caused
FirstSouthwest to engage through subcontract, any other party to serve as municipal advisor to the Issuer
with regard to all or any portion of the Municipal Advisory Services (“Joint Municipal Advisory Services”),
whether engaged jointly with or separately from FirstSouthwest (a “Co-Municipal Advisor”), the Issuer
agrees that such Co-Municipal Advisor shall not be entitled to treat FirstSouthwest as an IRMA with respect
to the Joint Municipal Advisory Services. Notwithstanding the preceding sentence, the Issuer may seek to
have FirstSouthwest provide advice on any recommendation made by a Co-Municipal Advisor with regard
to matters within the scope of Joint Municipal Advisory Services on the same terms as set forth in
subparagraph B.3 of this Section I, provided that any such advice provided by FirstSouthwest shall not
serve to eliminate or reduce such Co-Municipal Advisor’s fiduciary or other duties as municipal advisor to
the Issuer.

2. FirstSouthwest Not Responsible for Independence from Third Parties. Notwithstanding
FirstSouthwest’s status as an IRMA, FirstSouthwest shall not be responsible for ensuring that it is
independent, within the meaning of the IRMA exemption as interpreted by the SEC, from another party
wishing to rely on the exemption from the definition of municipal advisor afforded under the IRMA
exemption or for otherwise ensuring that any such party not be treated as a municipal advisor for purposes
of Section 15B of the Securities Exchange Act or any SEC or Municipal Securities Rulemaking Board
(“MSRB”) rule thereunder. The Issuer expressly acknowledges that it is the responsibility of such other
party to make its own determination of independence and that such other party shall not be entitled to cause
FirstSouthwest to make any personnel changes to allow such party to qualify for the IRMA exemption.

3. Recommendations Provided by Third Parties Relying on IRMA Exemption. The Issuer
agrees that, to the extent the Issuer seeks to have FirstSouthwest provide advice with regard to any
recommendation made by a third party relying on the IRMA exemption, the Issuer shall provide to
FirstSouthwest written direction to provide advice with regard to such third party recommendation as well
as any information it has received from such third party. In connection therewith, FirstSouthwest shall be
authorized to communicate with such third party as necessary or appropriate in order for FirstSouthwest to
have the information it needs to provide informed advice to the Issuer with regard to such recommendation.
FirstSouthwest shall provide to the Issuer recommendations it receives directly from any third party but
shall not be required to provide advice to the Issuer with regard to any such recommendation unless the
Issuer has provided to FirstSouthwest the written direction as described above in this subparagraph B.3.

Except as may be otherwise expressly provided in writing by FirstSouthwest, no recommendation
by a third-party (including but not limited to a Co-Municipal Advisor) shall be deemed to be a
recommendation by FirstSouthwest, and the failure by FirstSouthwest to specifically address any aspect of
a third-party recommendation shall not be viewed as FirstSouthwest having implicitly accepted or approved
such aspect of the recommendation or otherwise having adopted the recommendation or any aspect thereof
as its own recommendation. Furthermore, the Issuer agrees that, to the extent the Issuer does not seek to
have FirstSouthwest provide advice with regard to any recommendation made by a third party relying on
the IRMA exemption, FirstSouthwest shall not be required to provide any advice with regard to such
recommendation notwithstanding any information it may have received from such third party.
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FirstSouthwest may rely on the absence of the Issuer’s written direction to provide advice with regard to a
third party recommendation as indicative that the Issuer does not seek to have FirstSouthwest provide such
advice.

C. Limitations on Scope of Engagement.

1. Express Limitations. The Scope of Services with respect to FirstSouthwest’s engagement
as municipal advisor shall be solely as provided in paragraphs A and B of this Section I and Appendix A
of this Agreement, subject to the express limitations set forth in this paragraph C. The failure of the parties
hereto to set out any particular service or responsibility, or any particular type or aspect of the issuance of
municipal securities or municipal financial products, within the express limitations in this paragraph C shall
not, by its omission, cause such service, responsibility or product to be within the scope of this engagement
if not contemplated by the mutual agreement of the parties hereto or if not reasonably viewed as
encompassed by the description of the Municipal Advisory Services set forth in this Agreement.

2. Limitation as to Matters Within Then-Current Scope of Engagement. 1t is expressly
understood that FirstSouthwest serves as municipal advisor to the Issuer only with respect to the matters,
and with respect to specific aspects of matters, within the then-current Scope of Services. The Issuer
acknowledges that FirstSouthwest is not a municipal advisor to the Issuer with respect to matters expressly
excluded from such Scope of Services as set forth in this paragraph C or matters otherwise not within the
Scope of Services as set forth in paragraphs A and B of this Section I and Appendix A hereto. Without
limiting the generality of the preceding sentence, the parties hereto agree that FirstSouthwest’s service as
municipal advisor for one issuance of municipal securities would not result in FirstSouthwest being a
municipal advisor to the Issuer for any other issuances of municipal securities if such other issuances are
not within the Scope of Services. It is expressly understood that FirstSouthwest shall be municipal advisor
with respect to a particular issuance of municipal securities or a particular municipal financial product
beginning on the earlier of (a) the date on which FirstSouthwest is assigned to serve or is otherwise put on
notice by the Issuer that it will serve as municipal advisor for such particular matter or (b) the date on which
FirstSouthwest first provides advice to the Issuer with respect to such particular matter, and it is further
understood that FirstSouthwest shall not be deemed to be a municipal advisor to the Issuer with respect to
any such particular matter prior to such date merely due to the fact that the matter falls within the general
description of the Scope of Services.

3. Transactions and Services Outside Scope of Engagement. To the extent that the Issuer
engages in any transaction with FirstSouthwest, or any affiliate of FirstSouthwest, as principal relating to
municipal securities (including but not limited to as underwriter for the issuance of municipal securities) or
municipal financial products that are not within the Scope of Services and with respect to which
FirstSouthwest does not in fact provide advice other than as permitted within the exceptions and exclusions
of SEC Rule 15Bal-1, the Issuer agrees that it would not view FirstSouthwest as serving as its municipal
advisor with respect to such transaction or any related issuance of municipal securities or municipal
financial product. In addition, as noted in clause (b) of subparagraph A.1 of this Section I, the Issuer
understands that Non-Municipal Advisor Services are outside the scope of this engagement.

4. Issuer Consent to Limitation in Scope. The Issuer expressly consents to the limitations in
scope of the engagement as described in this paragraph C.

D. Change in Scope of Services. The scope of services to be provided by FirstSouthwest, whether
within or outside of the scope of the Municipal Advisory Services, may be changed only by written
amendment to Appendix A, and the parties hereto agree to amend such appendix promptly to reflect any
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material changes or additions to the scope of such services, as applicable. Furthermore, the parties hereto
agree to amend paragraph C of this Section I to reflect any material changes or additions to the limitations
on the overall Scope of Services.

The parties hereto agree that if, on an infrequent or inadvertent basis, FirstSouthwest takes any
actions for or on behalf of the Issuer that constitute municipal advisory activities within the meaning of
MSRB Rule G-42(f)(iv) but which are not within the Scope of Services under this Agreement, such actions
shall not, by themselves, serve to change the Scope of Services under this Agreement without a written
amendment as provided in this paragraph. Furthermore, to the extent that any such activities not within the
Scope of Services under this Agreement consists of inadvertent advice provided with respect to the issuance
of municipal securities or municipal financial products that are not within the Scope of Services under this
Agreement, FirstSouthwest may take such action, if any, as it deems appropriate pursuant to Supplementary
Material .07 of MSRB Rule G-42 with respect to such inadvertent advice, to maintain the Scope of Services
under this Agreement consistent with the intent of the parties hereto.

Amendments to Appendix A may be effected by replacement of the prior version of the appendix
with a new version or by the addition of an addendum to such appendix, provided that any such amended
appendix shall be dated as of its effective date and shall cause Appendix A, taken together with the
provisions of this Section I, to clearly set forth the then-current scope of FirstSouthwest’s engagement
hereunder and any limitations to such scope.

E. Non-Municipal Advisory Activities Related to Scope of Services. The Scope of Services under
this Agreement is intended to encompass activities subject to the provisions of Securities Exchange Act
Section 15B and the rules of the SEC and MSRB thereunder relating to municipal advisory activities.
However, the Issuer and FirstSouthwest acknowledge that in some cases the range of activities necessary
or appropriate to provide the intended services hereunder in a fair, effective and efficient manner for the
benefit of the Issuer may involve a combination of actions that consist of municipal advisory activities and
actions that may not qualify as municipal advisory activities. Unless otherwise prohibited by Securities
Exchange Act Section 15B or any rule of the SEC or MSRB thereunder, the fact that FirstSouthwest serves
as municipal advisor to the Issuer in connection with a particular matter shall not prohibit FirstSouthwest
from undertaking such necessary or appropriate non-municipal advisory activities in connection therewith,
and the fact that FirstSouthwest undertakes such non-municipal advisory activities within the Scope of
Services under this Agreement would not, by itself, cause such activities to become municipal advisory
activities for purposes Securities Exchange Act Section 15B or any rule of the SEC or MSRB thereunder.

SECTION I
TERM AND TERMINATION

A, Term of this Engagement. The term of this Agreement begins on the Effective Date and ends,
unless terminated pursuant to paragraph B of this Section II, on the last day of the month in which the fifth
anniversary date of the Effective Date shall occur (the “Original Termination Date”). Unless
FirstSouthwest or the Issuer shall notify the other party in writing at least thirty (30) days in advance of the
Original Termination Date that this Agreement will not be renewed, this Agreement will be automatically
renewed on the Original Termination Date for an additional one (1) year period and thereafter will be
automatically renewed on each anniversary date of the Original Termination Date for successive one (1)
year periods unless FirstSouthwest or the Issuer shall notify the other party in writing at least thirty (30)
days in advance of such successive anniversary date.



B. Termination of this Engagement. This Agreement may be terminated with or without cause by
the Issuer or FirstSouthwest upon the giving of at least thirty (30) days’ prior written notice to the other
party of its intention to terminate, specifying in such notice the effective date of such termination. In the
event of such termination, it is understood and agreed that only the amounts due FirstSouthwest for services
provided and expenses incurred to the date of termination will be due and payable. No penalty will be
assessed for termination of this Agreement.

SECTION III
COMPENSATION, EXPENSES, LIABILITY
AND OTHER FINANCIAL MATTERS

A. Compensation. The fees due to FirstSouthwest for the Municipal Advisory Services and any other
services set forth in Appendix A hereto shall be as provided in Appendix B hereto. The Issuer has agreed
to the compensation arrangements set forth in Appendix B and believes that they are reasonable and not
excessive. If at any time the Issuer becomes concerned that, notwithstanding its initial belief that the
compensation arrangements set forth in this Agreement are reasonable, the actual amount of compensation
to be paid in accordance with such arrangements for any particular matter during the course of this
engagement may potentially become excessive, the Issuer shall immediately notify FirstSouthwest in
writing of its concern in that regard.

B. Expenses. FirstSouthwest shall be entitled to reimbursement of expenses incurred in connection
with any services provided hereunder as set forth in Appendix B.

C. Third-Party Payments. The Issuer agrees that any request it makes to FirstSouthwest to make
payments to any third party on its behalf (other than with any underwriter), whether pursuant to a fee-
splitting arrangement or otherwise, shall be in writing and shall set forth the name of the recipient, the
amount of payment, and a brief statement of the purpose of such payment. The Issuer agrees that the
counter signature by FirstSouthwest of any such written request shall be satisfactory disclosure of such
third-party payment or fee-splitting arrangement for purposes of MSRB Rule G-42(¢)(1)(D) and shall, in
the case of any such arrangements made after the Effective Date, serve as satisfactory written disclosure of
any conflict of interest arising from such third-party payment or fee-splitting arrangement for purposes of
MSRB Rule G-42(b)(i}(D) and (c)(ii).

D. No Custody of Issuer Funds. This engagement does not contemplate that FirstSouthwest receive
deposit of or maintain custody of the Issuer’s funds unless otherwise provided in Appendix A hereto.

E. Limitation on Liability. In the absence of willful misconduct, bad faith, gross negligence or
reckless disregard of obligations or duties hereunder on the part of FirstSouthwest or any of its associated
persons, FirstSouthwest and its associated persons shall have no liability to the Issuer for any act or omission
in the course of, or connected with, rendering services hereunder or for any error of judgment, mistake of
law, or any loss arising out of any issuance of municipal securities, any municipal financial product or any
other investment.

SECTION IV
REQUIRED DISCLOSURES

A, Disclosure of Conflicts of Interest and Information Regarding Legal or Disciplinary Events.
The Issuer hereby acknowledges receipt of, and has read and understands the content of, the Municipal
Advisor Disclosure Statement, attached hereto as Appendix C, current as of the date of this Agreement,
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setting forth disclosures by FirstSouthwest of material conflicts of interest (the “Conflict Disclosures™), if
any, and of any legal or disciplinary events required to be disclosed pursuant to MSRB Rule G-42(b) and
(c)(ii)). The Conflict Disclosures also describe how FirstSouthwest addresses or intends to manage or
mitigate any disclosed conflicts of interest, as well as the specific type of information regarding, and the
date of the last material change, if any, to the legal and disciplinary events required to be disclosed on Forms
MA and MA-I filed by FirstSouthwest with the SEC.

B. Waiver of Disclosed Conflicts of Interest. By executing this Agreement, the Issuer hereby waives
any conflicts of interest disclosed by FirstSouthwest in the Conflict Disclosures as of the date of this
Agreement.

C. Consent to Electronic Delivery of Disclosures. By executing this Agreement, the Issuer consents,
for the full term of this Agreement, to the electronic delivery of the Conflict Disclosures at no cost to the
Issuer, in lieu of delivery of hard copy. The Conflict Disclosures may be delivered by email to the Issuer,
Executive Director, Ken Glotzbach at kglotzbach@roseville.ca.us or Karen Sainsbury, Administrative
Assistant for Environmental Utilities at ksainsbury@roseville.ca.us or, or at such other email address as the
Issuer may hereafter provide in writing to FirstSouthwest.

SECTION V
MISCELLANEOUS

A. Choice of Law. This Agreement shall be construed and given effect in accordance with the laws
of the State of California.

B. Binding Effect; Assignment. This Agreement shall be binding upon and inure to the benefit of
the Issuer and FirstSouthwest, their respective successors and assigns; provided however, neither party
hereto may assign or transfer any of its rights or obligations hereunder without the prior written consent of
the other party.

C. Entire Agreement. This instrument, including all appendices hereto, contains the entire agreement
between the parties relating to the rights herein granted and obligations herein assumed. Any oral or written
representations or modifications concerning this Agreement shall be of no force or effect except for a
subsequent modification in writing signed by all parties hereto, subject to the provisions of paragraph D of
Section I hereof.

FIRSTSOUTHWEST, SOUTH PLACER WASTEWATER
a Division of Hilltop Securities Inc. AUTHORITY
By: By:
Hill A. Feinberg Jay Panzica
Chairman and Chief Executive Officer Treasurer
Date: Date:
By:
Terry L. Maas

Regional Managing Director

Date:




APPENDIX A
MUNICIPAL ADVISORY SERVICES

This Appendix A sets out the scope of the Municipal Advisory Services to be performed by
FirstSouthwest pursuant to the Agreement, subject to the limitations in scope set out in paragraph C of
Section I of the Agreement, and with the understanding that:

(a) Individual actions taken within this scope shall be consistent with any request or
direction provided by an authorized representative of the Issuer or as FirstSouthwest determines to
be necessary or appropriate in furtherance of any matter for which it serves as municipal advisor.
However, not all listed activities will be appropriate, necessary or applicable to any particular
matter subject to this Agreement.

(b) For purposes of this Agreement, an issuance of municipal securities (an
“issuance™) shall encompass any and all stages in the life of an issuance, from the pre-issuance
planning stage to the repayment stage.

I. New Issuances of Municipal Securities. At the direction of or upon the request of the Issuer,
FirstSouthwest shall provide advice to the Issuer on any new issuances, including reofferings of outstanding
issuances that are treated for purposes of the federal securities laws and/or federal tax laws as new issuances,
throughout the term of this Agreement. The activities to be performed by FirstSouthwest may include,
depending on the specific circumstances of an issuance and any request or direction of the Issuer, one or
more of the following:

Planning for New Issuance

1. Survey and Analysis. Surveying the financial resources of the Issuer in connection with
its capacity to authorize, issue and service the contemplated issuance. This survey would be
expected to include an analysis of any existing debt structure as compared with the existing and
projected sources of revenues which may be pledged to secure payment of debt service and, where
appropriate, would include a study of the trend of the assessed valuation, taxing power and present
and future taxing requirements of the Issuer. In the event revenues of existing or projected facilities
operated by the Issuer are to be pledged to repayment of the contemplated issuance, the survey
would be expected to take into account any outstanding indebtedness payable from such revenues,
additional revenues to be available from any proposed rate increases, and additional revenues
resulting from improvements to be financed by the contemplated issuance, as projected by
consulting engineers engaged by the Issuer.

2. Future Financings. In connection with the contemplated issuance, considering and
analyzing future financing needs as projected by the Issuer's staff and consulting engineers or other
experts, if any, engaged by the Issuer.

3. Recommendations. Making recommendations to the Issuer on the contemplated issuance,
including such elements as the date of issue, interest payment dates, schedule of principal
maturities, options for prepayment, security provisions, and such other provisions as may be
appropriate.

4. Market Information. Advising the Issuer of FirstSouthwest’s view of current bond
market conditions, other related forthcoming bond issues and general information (including
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applicable economic data) which might normally be expected to influence interest rates or bidding
conditions relevant to setting an appropriate date and time for the sale of the issuance.

5. Elections. In the event it is necessary to hold an election to authorize the contemplated
issuance, assisting in coordinating the assembly of such data as may be required for the preparation
of necessary petitions, orders, resolutions, ordinances, notices and certificates in connection with
the election, including assistance in the transmission of such data to the Issuer’s bond counsel.

Debt Management and Financial Implementation for New Issuance

6. Method of Sale. Evaluating the particular financing being contemplated, giving
consideration to the complexity, market acceptance, rating, size and structure in order to make a
recommendation as to an appropriate method of sale, and:

a.  Ifthe issuance is to be sold by a competitive sale:
(1) Supervising the sale of the municipal securities;
(2) Disseminating information to prospective bidders, organizing such informational
meetings as may be necessary, and facilitating prospective bidders’ efforts in making

timely submission of proper bids;

(3) Assisting the staff of the Issuer in coordinating the receipt of bids, the safekeeping of
good faith checks and the tabulation and comparison of submitted bids;

(4) Advising the Issuer regarding the best bid and provide advice regarding acceptance or
rejection of the bids; and

(5) Obtaining CUSIP numbers on behalf of the Issuer.
b.  Ifthe issuance is to be sold by negotiated sale:

(1) Recommending for the Issuer’s final approval and acceptance one or more investment
banking firms, as sole underwriter or as managers of an underwriting syndicate, for the
purpose of negotiating the purchase of the municipal securities;

(2) Cooperating with and assisting any selected sole or managing underwriter and its
counsel, as well as any disclosure counsel retained by the Issuer, in connection with the
preparation of any preliminary or final official statement or offering memorandum.
FirstSouthwest will cooperate with and assist the underwriters in the preparation of a bond
purchase contract, an underwriters’ agreement and other related documents;

(3) Assisting the staff of the Issuer in the safekeeping of any good faith checks and
providing a cost comparison to the then-current market of expenses, interest rates and

prices which are proposed by the underwriters;

(4) Advising the Issuer on the fairness of the price offered by the underwriters;
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(5) Advising the Issuer in connection with any terms and conditions it may wish to
establish with respect to order priorities and other similar matters relating to the
underwriting of the new issuance;

(6) If the new issuance will have a retail order period, advising the Issuer on retail
eligibility criteria and other features of the retail order period and reviewing information
provided by the underwriters to the Issuer in connection with retail orders received; and

(7) At the request of the Issuer, reviewing required disclosures by underwriters to the
Issuer relating to their role as underwriter, conflicts of interests, material terms and risks
of the issuance, and any other matters, and providing any appropriate advice to the Issuer
in connection with such disclosures.

7. Offering Documents for Competitive Offerings. Coordinating the preparation of the
notice of sale and bidding instructions, preliminary official statement (including cooperating with
and assisting any disclosure counsel retained by the Issuer), official bid form and such other
documents as may be required and submitting all such documents to the Issuer for examination,
approval and certification. After such examination, approval and certification, FirstSouthwest shall
provide the Issuer with a supply of all such documents sufficient to its needs and distribute sets of
the same to prospective bidders for the municipal securities. FirstSouthwest also shall provide
copies of the final official statement to the winning bidder purchasing the municipal securities in
the MSRB-designated electronic format and in accordance with the notice of sale and bidding
instructions promptly after the Issuer approves the final official statement for distribution.

8. Credit Ratings. Making recommendations to the Issuer on the advisability of obtaining
one or more credit ratings for the issuance and, when directed by the Issuer, coordinating the
preparation of such information as may be appropriate for submission to any rating agency. In those
cases where the advisability of personal presentation of information to a rating agency may be
indicated, FirstSouthwest will arrange for such personal presentations, utilizing such composition
of representatives from the Issuer as may be approved or directed by the Issuer.

9. Trustee, Paying Agent, Registrar, Professionals and Other Transaction Participants.
Upon request, providing advice to the Issuer in the selection of a trustee and/or paying
agent/registrar, legal, accounting or other professionals, and other transaction participants relating
to any issuance, and assisting in the negotiation of agreements pertinent to these services and the
fees incident thereto.

10. Financial Publications. When appropriate, advising financial publications of the
forthcoming sale of the municipal securities and providing them with all pertinent information.

11. Consultants. After consulting with and receiving directions from the Issuer, arranging for
such reports and opinions of recognized independent consultants as may be appropriate for the

successful marketing of the issuance.

12. Auditors. In the event formal verification by an independent auditor of any calculations
incident to the issuance is required, making arrangements for such services.

11



IL

13. Issuer Meetings. Attending meetings of the governing body of the Issuer, its staff,
representatives or committees as requested when FirstSouthwest may be of assistance or service
and matters within the scope of this engagement are to be discussed.

14. Printing. To the extent authorized by the Issuer, coordinating all work incident to printing
or final production, physical or electronic, of the offering documents.

15. Bond Counsel. Maintaining liaison with bond counsel in the preparation of all legal
documents pertaining to the authorization, sale and issuance of the municipal securities.

16. Changes in Laws. Providing to the Issuer copies of proposed or enacted changes in federal
and state laws, rules and regulations having, or expected to have, a significant effect on the
municipal bond market of which FirstSouthwest becomes aware in the ordinary course of its
business, it being understood that FirstSouthwest does not and may not act as an attorney for, or
provide legal advice or services to, the Issuer.

17. Delivery of the Municipal Securities. As soon as a bid for the purchase of a competitive
issuance is accepted by the Issuer or the bond purchase contract for a negotiated issuance is signed
by the Issuer, coordinating the efforts of all concerned to the end that the municipal securities may
be delivered and paid for as expeditiously as possible and assisting the Issuer in the preparation or
verification of final closing figures incident to the delivery of the municipal securities.

18. Debt Service Schedule; Authorizing Resolution. After the closing of the sale and delivery
of the issuance, delivering to the Issuer a schedule of annual debt service requirements for the
issuance and, in coordination with bond counsel, assuring that the paying agent/registrar and/or
trustee has been provided with a copy of the authorizing ordinance, order or resolution.

19. Continuing Disclosure. Providing advice to the Issuer with regard to its continuing
disclosure undertakings for its new issuances and its selection of a dissemination agent under its
continuing disclosure undertakings; provided that, upon the mutual agreement of the Issuer and
FirstSouthwest, FirstSouthwest may serve as dissemination agent under one or more of the Issuer’s
continuing disclosure undertakings upon such terms as the parties shall agree, with such service as
dissemination agent being expressly excluded from the scope of this Agreement.

Baseline Advice on Outstanding Issuances of Municipal Securities. FirstSouthwest shall

provide baseline on-going advice to the Issuer on any outstanding issuances throughout the term of this
Agreement, which may include, depending on the specific circumstances of such issuance and any request
or direction of the Issuer:

1. Exercising Calls. Providing advice and assistance to the Issuer with regard to exercising any
calls of outstanding municipal securities unrelated to a refunding of such securities.

2. Refundings and Tender Offers. Providing advice to the Issuer with regard to opportunities for
refundings of outstanding issuances or to make tender offers for outstanding issuances, whether by
means of a new issuance, bank loans, or other funds of the Issuer, but not including serving as
advisor in connection with the specific transaction through which such refunding or tender offer is
effected. Transaction-based advice in connection with a specific new issuance of bonds to
effectuate any such refunding or tender offer would be provided within the scope of Municipal
Advisory Services for new issuances described in Section I above. Transaction-based advice in
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connection with a specific bank loan or other transaction to effectuate any such refunding or tender
offer, other than by means of a new issuance of bonds would be provided pursuant to a separate
agreement as described in Section IV below.

3. Continuing Disclosure. Providing advice to the Issuer with regard to continuing disclosure
undertakings for outstanding issuances; processes, policies and procedures to comply with
continuing disclosure undertakings; and coordination of continuing disclosure obligations arising
from different continuing disclosure undertakings for its various issuances. However, the
preparation of continuing disclosure documents, other than in the capacity of dissemination agent
under a continuing disclosure undertaking, would be provided within the scope of other services
described in Section V. below.

III.  Particularized Services on Outstanding Issuances of Municipal Securities. FirstSouthwest may
provide to the Issuer certain additional advisory or related services in connection with particular outstanding
issuances or matters affecting multiple outstanding issuances throughout the term of this Agreement, which
may include, depending on the specific circumstances of such issuance and any request or direction of the
Issuer:

1. Other Post-Sale Services. Reviewing the transaction features and documentation of
outstanding issuances with legal counsel for the Issuer, bond counsel, auditors and other experts
and consultants retained by the Issuer and assisting in developing appropriate responses to legal
processes, audit procedures, inquiries, internal reviews and similar matters, or other services related
to one or more outstanding issuances as may be agreed to by the Issuer and FirstSouthwest.

2. Brokerage of Municipal Escrow Investments. At the request of the Issuer, brokering the
purchase of municipal escrow investments in connection with a refunding of an outstanding
issuance, together with any recommendations by FirstSouthwest (but not by First Southwest Asset
Management, LLC as an investment adviser) with respect to such brokerage.

Iv. Services as Independent Registered Municipal Advisor (“IRMA”). At the written request of
the Issuer, FirstSouthwest shall, as the Issuer’s IRMA, review and provide advice to the Issuer in connection
with any recommendations, proposals, ideas or matters suggested or otherwise communicated by a third
party to the Issuer with respect to the same aspects of the issuance of municipal securities or municipal
financial products that are within the scope of Municipal Advisory Services. There are no aspects of the
issuance of municipal securities or municipal financial products that are outside the scope of Municipal
Advisory Services set forth in this Appendix.

V. Other Services Relating to Municipal Securities. FirstSouthwest agrees to make available to the
Issuer other services relating to municipal securities, when so requested by the Issuer and subject to the
agreement by Issuer and FirstSouthwest regarding the specific requirements with respect to such services,
which requirements shall be made part of the scope of Municipal Advisory Services and included in this
Appendix as an amendment or addendum, which services may include, without limitation:

1. Capital Improvement Programs. Providing advice and assistance in the development of any
capital improvement programs of the Issuer.

2. Long-Range Planning. Providing advice and assistance in the development of other long-
range financing plans of the Issuer.
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3. Refundings and Tender Offers. Providing advice and assistance in executing a refunding or
tender offer of an outstanding issuance other than by means of refunding bonds, such as by means
of a bank loan or other funds of the Issuer.

4. Continuing Disclosure Documents. Preparing and providing advice with regard to the content
of continuing disclosure documents in compliance with the Issuer’s continuing disclosure
undertakings for its outstanding issuances, other than in the capacity of dissemination agent under
a continuing disclosure undertaking.

R K O

As provided in paragraph D of Section I of the Agreement, amendments to this Appendix A may
be effected by replacement of this Appendix A with a new version hereof or by the addition of an
addendum to this Appendix A, and this Appendix A, as it may have been amended, shall be dated
and effective as of the most recent of the date set forth in any such amendment or the date set forth
in any addendum to this Appendix A.
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APPENDIX B
FORM AND BASIS OF COMPENSATION

This Appendix B sets out the form and basis of compensation to FirstSouthwest for the Municipal
Advisory Services provided under this Agreement as set forth in Appendix A; provided that the
compensation arrangements set forth in this Appendix B shall also apply to any additional services hereafter
added to the scope of the Municipal Advisory Services, unless otherwise provided in the amendment to the
Agreement relating to such change in scope of Municipal Advisory Services as provided in paragraph D of
Section I of the Agreement.

I. New Issuances of Municipal Securities. The fees due FirstSouthwest in connection with the
Municipal Advisory Services set forth in Section I of Appendix A hereto for each new issuance of municipal
securities will not exceed those contained in our fee schedule as listed below:

$25,000.00 Flat Fee per issuance.

The payment of charges as set forth in this Section I for new issuances shall be contingent upon the delivery
of the new issuance and shall be due at the time that the municipal securities are delivered.

II. Baseline Advice on Outstanding Issuances of Municipal Securities. There shall be no additional
fees due FirstSouthwest in connection with the Municipal Advisory Services set forth in Section II of

Appendix A hereto, with the understanding that such services are integral to FirstSouthwest’s engagement
as municipal advisor to the Issuer and FirstSouthwest shall be compensated for such services through and
as part of the fees paid for the other services provided by FirstSouthwest hereunder.

III. Particularized Services on Qutstanding Issuances of Municipal Securities. In connection with
Other Post-Sale Services described in Section III of Appendix A hereto, FirstSouthwest shall charge a fee
based on an hourly rate for services rendered in accordance with the following schedule:

In connection with the brokerage of municipal escrow investments described in Section III of Appendix A
hereto, FirstSouthwest shall charge a commission that is normal and customary for investments of that type
under then-current market conditions and shall disclose such commission to the Issuer so that the Issuer
may consider the information in making its investment decision.

Iv. Third-Party Recommendations, Proposals, Ideas or Other Matters as IRMA. In connection
with its review of and advice on third-party recommendations to Issuers as an IRMA as described in Section
IV of Appendix A hereto, FirstSouthwest shall charge a fee based on an hourly rate for services rendered
in accordance with the schedule included above in Section III of this Appendix.

V. Other Services Relating to Municipal Securities. In connection with any services described in
Section V of Appendix A hereto requested by the Issuer and agreed to by FirstSouthwest, the fees due with
respect to any such services shall be as agreed to by the parties hereto, which terms shall be made part of
the compensation provided under this Agreement and shall be included in this Appendix as an amendment
or addendum hereto.

VL Expenses. The Issuer shall be responsible for the following expenses in connection with the
Municipal Advisory Services (including any additional services hereafter added to the scope of the
Municipal Advisory Services), if and when applicable, whether they are charged to the Issuer directly as
expenses or charged to the Issuer by FirstSouthwest as reimbursable expenses: bond counsel fees and
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expenses, bond printing costs, bond ratings fees and expenses, computer structuring costs, credit
enhancement fees and expenses, accountant fees for verifications and related activities in connection with
refundings, official statement preparation and printing, paying agent/registrar/trustee fees and expenses,
travel expenses, underwriter and underwriter’s counsel fees and expenses, and other miscellaneous
expenses incurred by FirstSouthwest in the furtherance of any matter for which it serves as municipal
advisor, including copy, delivery, phone and other charges normally incurred in connection with
engagements of this type.

The Issuer agrees that any expense that it requests that FirstSouthwest pay to any third party on the Issuer’s
behalf shall be made in writing and shall be in accordance with paragraph C of Section III of the Agreement.

The payment of reimbursable expenses that FirstSouthwest has assumed on behalf of the Issuer shall NOT
be contingent upon the delivery of a new issuance of municipal securities or the completion of any other
transactions for which such expenses have been assumed and shall be due at the time that services are
rendered and payable upon receipt of an invoice therefor submitted by FirstSouthwest, unless otherwise
provided for in any amendment or addendum hereto in connection with the compensation arrangements for
any services provided under the Agreement for which such amendment or addendum is required.
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APPENDIX C
MUNICIPAL ADVISOR DISCLOSURE STATEMENT

This disclosure statement (the “Conflict Disclosures”) is provided by FirstSouthwest, a Division of
Hilltop Securities Inc. (“the Firm”) to you (the “Client”) in connection with our current municipal advisory
agreement, (“the Agreement”). These Conflict Disclosures provide information regarding conflicts of
interest and legal or disciplinary events of the Firm that are required to be disclosed to the Client pursuant
to MSRB Rule G-42(b) and (c)(ii).

PART A — Disclosures of Conflicts of Interest

MSRB Rule G-42 requires that municipal advisors provide to their clients disclosures relating to any actual
or potential material conflicts of interest, including certain categories of potential conflicts of interest
identified in Rule G-42, if applicable.

Material Conflicts of Interest — The Firm makes the disclosures set forth below with respect to material
conflicts of interest in connection with the Scope of Services under the Agreement with the Firm, together
with explanations of how the Firm addresses or intends to manage or mitigate each conflict.

General Mitigations — As general mitigations of the Firm’s conflicts, with respect to all of the conflicts
disclosed below, the Firm mitigates such conflicts through its adherence to its fiduciary duty to Client,
which includes a duty of loyalty to Client in performing all municipal advisory activities for Client. This
duty of loyalty obligates the Firm to deal honestly and with the utmost good faith with Client and to act in
Client’s best interests without regard to the Firm’s financial or other interests. In addition, because the Firm
is a broker-dealer with significant capital due to the nature of its overall business, the success and
profitability of the Firm is not dependent on maximizing short-term revenue generated from individualized
recommendations to its clients but instead is dependent on long-term profitably built on a foundation of
integrity, quality of service and strict adherence to its fiduciary duty. Furthermore, the Firm’s municipal
advisory supervisory structure, leveraging our long-standing and comprehensive broker-dealer supervisory
processes and practices, provides strong safeguards against individual representatives of the Firm
potentially departing from their regulatory duties due to personal interests. The disclosures below describe,
as applicable, any additional mitigations that may be relevant with respect to any specific conflict disclosed
below.

L Affiliate Conflict. The Firm, directly and through affiliated companies, provides or may provide
services/advice/products to or on behalf of clients that are related to the Firm’s advisory activities within
the Scope of Services outlined in the Agreement. First Southwest Asset Management (FSAM), a SEC-
registered affiliate of the Firm, provides post issuance services including arbitrage rebate and treasury
management. The Firm’s arbitrage team verifies rebate and yield restrictions on the investments of bond
proceeds on behalf of clients in order to meet IRS restrictions. The treasury management division performs
portfolio management/advisor services on behalf of public sector clients. The Firm, through affiliate First
Southwest Advisory, provides a multi-employer trust tailor-made for public entities which allows them to
prefund Other Post-Employment Benefit liabilities. The Firm has a structured products desk that provides
advice to help clients mitigate risk though investment management, debt management and commodity price
risk management products. These products consist of but are not limited to swaps (interest rate, currency,
commodity), options, repos, escrow structuring and other securities. Continuing Disclosure services
provided by the Firm work with issuers to assist them in meeting disclosure requirements set forth in SEC
rule 15¢2-12. Services include but are not limited to ongoing maintenance of issuer compliance, automatic
tracking of issuer’s annual filings and public notification of material events. The Firm and the
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aforementioned affiliate’s business with a client could create an incentive for the Firm to recommend to a
client a course of action designed to increase the level of a client’s business activities with the affiliates or
to recommend against a course of action that would reduce or eliminate a client’s business activities with
the affiliates. Furthermore, this potential conflict is mitigated by the fact that the Firm and affiliates are
subject to their own comprehensive regulatory regime as a member of multiple self-regulatory organizations
in which compliance is verified by not only internal tests but annual external examinations.

II. Other Municipal Advisor or Underwriting Relationships. The Firm serves a wide variety of other
clients that may from time to time have interests that could have a direct or indirect impact on the interests
of Client. For example, the Firm serves as municipal advisor to other municipal advisory clients and, in
such cases, owes a regulatory duty to such other clients just as it does to Client. These other clients may,
from time to time and depending on the specific circumstances, have competing interests, such as accessing
the new issue market with the most advantageous timing and with limited competition at the time of the
offering. In acting in the interests of its various clients, the Firm could potentially face a conflict of interest
arising from these competing client interests. In other cases, as a broker-dealer that engages in underwritings
of new issuances of municipal securities by other municipal entities, the interests of the Firm to achieve a
successful and profitable underwriting for its municipal entity underwriting clients could potentially
constitute a conflict of interest if, as in the example above, the municipal entities that the Firm serves as
underwriter or municipal advisor have competing interests in seeking to access the new issue market with
the most advantageous timing and with limited competition at the time of the offering. None of these other
engagements or relationships would impair the Firm’s ability to fulfill its regulatory duties to Client.

III. Secondary Market Transactions in Client’s Securities. The Firm, in connection with its sales and
trading activities, may take a principal position in securities, including securities of Client, and therefore
the Firm could have interests in conflict with those of Client with respect to the value of Client’s securities
while held in inventory and the levels of mark-up or mark-down that may be available in connection with
purchases and sales thereof. In particular, the Firm or its affiliates may submit orders for and acquire
Client’s securities issued in an Issue under the Agreement from members of the underwriting syndicate,
either for its own account or for the accounts of its customers. This activity may result in a conflict of
interest with Client in that it could create the incentive for the Firm to make recommendations to Client that
could result in more advantageous pricing of Client’s bond in the marketplace. Any such conflict is
mitigated by means of such activities being engaged in on customary terms through units of the Firm that
operate independently from the Firm’s municipal advisory business, thereby reducing the likelihood that
such investment activities would have an impact on the services provided by the Firm to Client under this
Agreement.

IV. Broker-Dealer and Investment Advisory Business. The Firm is dually registered as a broker-
dealer and an investment advisor that engages in a broad range of securities-related activities to service its
clients, in addition to serving as a municipal advisor or underwriter. Such securities-related activities, which
may include but are not limited to the buying and selling of new issue and outstanding securities and
investment advice in connection with such securities, including securities of Client, may be undertaken on
behalf of, or as counterparty to, Client, personnel of Client, and current or potential investors in the
securities of Client. These other clients may, from time to time and depending on the specific circumstances,
have interests in conflict with those of Client, such as when their buying or selling of Client’s securities
may have an adverse effect on the market for Client’s securities, and the interests of such other clients could
create the incentive for the Firm to make recommendations to Client that could result in more advantageous
pricing for the other clients. Furthermore, any potential conflict arising from the firm effecting or otherwise
assisting such other clients in connection with such transactions is mitigated by means of such activities
being engaged in on customary terms through units of the Firm that operate independently from the Firm’s

18




municipal advisory business, thereby reducing the likelihood that the interests of such other clients would
have an impact on the services provided by the Firm to Client.

V.  Compensation-Based Conflicts. Fees that are based on the size of the issue are contingent upon
the delivery of the Issue. While this form of compensation is customary in the municipal securities market,
this may present a conflict because it could create an incentive for the Firm to recommend unnecessary
financings or financings that are disadvantageous to Client, or to advise Client to increase the size of the
issue. This conflict of interest is mitigated by the general mitigations described above.

Fees based on a fixed amount are usually based upon an analysis by Client and the Firm of, among other
things, the expected duration and complexity of the transaction and the Scope of Services to be performed
by the Firm. This form of compensation presents a potential conflict of interest because, if the transaction
requires more work than originally contemplated, the Firm may suffer a loss. Thus, the Firm may
recommend less time-consuming alternatives, or fail to do a thorough analysis of alternatives. This conflict
of interest is mitigated by the general mitigations described above.

Hourly fees are calculated with, the aggregate amount equaling the number of hours worked by Firm
personnel times an agreed-upon hourly billing rate. This form of compensation presents a potential conflict
of interest if Client and the Firm do not agree on a reasonable maximum amount at the outset of the
engagement, because the Firm does not have a financial incentive to recommend alternatives that would
result in fewer hours worked. This conflict of interest is mitigated by the general mitigations described
above.

PART B — Disclosures of Information Regarding Legal Events and Disciplinary History

MSRB Rule G-42 requires that municipal advisors provide to their clients certain disclosures of legal or
disciplinary events material to its client’s evaluation of the municipal advisor or the integrity of the
municipal advisor’s management or advisory personnel.

Accordingly, the Firm sets out below required disclosures and related information in connection with such
disclosures.

L Material Legal or Disciplinary Event. The Firm discloses the following legal or disciplinary events
that may be material to Client’s evaluation of the Firm or the integrity of the Firm’s management or advisory
personnel:

. For related disciplinary actions please refer to the Firm’s BrokerCheck webpage.

. The Firm self-reported violations of SEC Rule 15¢2-12: Continuing Disclosure. The Firm
settled with the SEC on February 2, 2016. The firm agreed to retain independent consultant
and adopt the consultant’s finding. Firm paid a fine of $360,000.

. The Firm settled with the SEC in matters related to violations of MSRB Rules G-23(c), G-17
and SEC rule 15B(c) (1). The Firm disgorged fees of $120,000 received as financial advisor
on the deal, paid prejudgment interest of $22,400.00 and a penalty of $50,000.00.

IL How to Access Form MA and Form MA-I Filings. The Firm’s most recent Form MA and each
most recent Form MA-I filed with the SEC are available on the SEC’s EDGAR system at Forms MA and
MA-I. The SEC permits certain items of information required on Form MA or MA-I to be provided by
reference to such required information already filed by the Firms in its capacity as a broker-dealer on Form
BD or Form U4 or as an investment adviser on Form ADV, as applicable. Information provided by the Firm
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on Form BD or Form U4 is publicly accessible through reports gencrated by BrokerCheck at
http://brokercheck.finra.org/, and the Firm’s most recent Form ADV is publicly accessible at the Investment
Adviser Public Disclosure website at http://www.adviserinfo.sec.gov/. For purposes of accessing such
BrokerCheck reports or Form ADV, click previous hyperlinks.

PART C — Future Supplemental Disclosures

As required by MSRB Rule G-42, this Municipal Advisor Disclosure Statement may be supplemented or
amended, from time to time as needed, to reflect changed circumstances resulting in new conflicts of interest
or changes in the conflicts of interest described above, or to provide updated information with regard to any
legal or disciplinary events of the Firm. The Firm will provide Client with any such supplement or
amendment as it becomes available throughout the term of the Agreement.
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AUTHORITY COMMUNICATION

TO: South Placer Wastewater Authority DATE: April 25, 2017
Board of Directors

FROM: Kenneth Glotzbach, Executive Director

AUTHORITY COMMUNICATION NO.: 17-13

SUBJECT: Pleasant Grove Wastewater Treatment Plant Expansion Project
Update

For SPWA Board Meeting May 11, 2017

ACTION REQUESTED
No action required. This is an information item only.

GENERAL BACKGROUND

The Pleasant Grove Wastewater Treatment Plant (PGWWTP) Expansion Project was
added to the existing South Placer Wastewater Authority (SPWA) projects at the SPWA
Board meeting in January 2015 and consists of two separate efforts: (1) Treatment
plant capacity expansion improvements and (2) Energy related improvements. The plant
capacity improvements are necessary to accommodate projected growth in the service
area. The treatment capacity work includes design and installation of primary clarifiers
and digesters.

Once installed, these treatment processes will allow the plant to produce digester gas
which can be converted to energy in various ways. These facilities also provide an
opportunity for the plant to receive organic waste collected from the service area which
increases the production of digester gas resulting in increased energy production.
However, the energy facilities are not necessary to treat the wastewater generated by
growth and were evaluated separately to quantify their economic benefit to the
wastewater treatment operation. Project information was presented to the SPWA Board
at the June 2016 and January 2017 meetings.

The evaluation concluded that the energy recovery improvements would have a positive
economic benefit to the wastewater treatment operation. This economic benefit was
increased by receiving organic waste to maximize digester gas production. The digester
gas would be converted to energy by treating it to remove impurities and then using it in
Roseville’s refuse truck fleet. The fleet is being converted from diesel fuel to
compressed natural gas (CNG) fuel. Any unused digester gas will be used to fuel
microturbines that produce electricity for use at PGWWTP.

EXPANSION PROJECT UPDATES
The expansion project is progressing as planned. The development of construction
documents is on schedule and should be complete by late summer 2017.

ENERGY PROJECT UPDATES

Two modifications were made to the energy project design basis since the presentation
at the SPWA Board meeting in January 2017. These modifications do not change the
conclusion that the project has a positive economic benefit for the service area.
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The first modification developed as the project design progressed. The estimated gas
available for electricity production in microturbines has increased as a result of refined
fuel consumption estimates for the solid waste vehicles. One microturbine has been
added to the project to convert the increased gas to electricity for PGWWTP use.

The second modification is the elimination of facilities planned for food waste processing
from the project. These facilities required capital investment that was not offset directly
by the increased gas production food waste provided. Instead, increased emphasis will
be placed on receiving Fats, Oils, and Grease (FOG). FOG converts more readily to gas
than food waste in the digesters, has a lower capital investment requirement, and
appears to be readily available throughout the SPWA service area. Even with these
changes, it will still be possible to receive future food waste at PGWWTP, if necessary,
to help with organics disposal and landfill diversion requirements. However, the
PGWWTP will only be capable of receiving “pre-processed” food waste delivered to the
facility, and pumped directly into the plant’s digester tanks.

ENVIRONMENTAL DOCUMENT

The environmental work is complete and the Roseville City Council approved a Mitigated
Negative Declaration (MND) at the April 5, 2017 meeting. The MND meets both
California State (CEQA) and Federal (NEPA) environmental requirements and provides
the environmental clearance necessary for SPWA funding decisions related to the
project.

COMPRESSED NATURAL GAS FUEL AGREEMENT
Staff reached a tentative agreement with Roseville’s Solid Waste Utility on terms to
provide CNG for use in the refuse vehicles operated by Roseville. In short, it was agreed
that the CNG would be sold to the Solid Waste Utility for $2.50 per diesel gas equivalent
(DGE) and that Solid Waste would contribute $1.5 million in capital to the PGWWTP
Energy Project. This price is above the current market price for CNG which is about
$2.00 per DGE. This price was set based on a number of factors:
1) This pricing provides SPWA with a positive economic benefit covering the cost of
the project and offsetting PGWWTP operations costs;
2) The SPWA benefits from a guaranteed long-term CNG purchase arrangement;
3) This price provides the Solid Waste Utility with a positive economic benefit
relative to the expected cost of diesel fuel that is currently used;
4) SPWA is insulated from the possibility of faling CNG market prices;
5) Solid Waste is insulated from unforeseen long-term or seasonal CNG price
spikes related to natural gas price fluctuations;
6) Assuming an average annual CNG inflation rate of 2%, this price is at the mid-
point of 20-year price increases starting with the current market rate; and
7) The capital investment provided by Solid Waste was planned for necessary
upgrades at other facilities to provide CNG fuel. It can instead be used for the
benefit of this project. The capital investment further provides SPWA with
additional insulation for CNG fuel price increases exceeding 2%.

PROJECT FUNDING

Project construction is expected to cost $80,000,000. A mix of funding including current
cash reserves, new bond money, and State Revolving Fund (SRF) money is
recommended to pay construction costs. SRF funding agreements that provide funding
commitments are not expected to be complete before the last quarter of 2017 and may
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control the actual start date of construction currently expected to occur in the first
quarter of 2018.

SRF funding is a complex process. The application for SRF funding is now 75%
complete and should be completed over the next month. This will begin the process for
legal and financial reviews before SRF will agree to commit funds for the project.
Although unlikely, if we cannot secure SRF funding, staff will request approval to replace
the SRF funding with additional cash and/or bond financing at a future board meeting.

Submitted by:
Y

Kenneth J. Glotzbach

Executive Director
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