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CITY OF WATERFORD

NOTICE OF MEETING CANCELLATION

WATERFORD CITY COUNCIL

NOTICE IS HEREBY GIVEN that the regular meeting of the Waterford
City Council scheduled for Thursday, July 1, 2010 has been cancelled.

The next regular meeting of the Waterford City Council will be held on
Thursday, July 15, 2010 at 6:30pm. Waterford City Council meetings are held in
the Council Chambers located at 540 “C” Street, Waterford, CA 95386.

This notice is prepared and posted in accordance with Government Code
Section 54955.

Dated: June 2, 2010

City of Waterford

(R0 e
ori"martin, CMU
City Clerk




CITY OF WATERFORD
AGENDA ITEM SUMMARY

DEPT: [CITY COUNCIL | AGENDA ITEM # 3

AGENDA DATE: 17-Jun-10

SUBJECT:
COMMUNICATIONS FROM THE AUDIENCE

MINUTES:

COUNCIL ACTION:

On Motion of Council Member:

Seconded by Council Member:

AYES:
NOES:
ABSENT:
ABSTAIN:



CITY OF WATERFORD
AGENDA ITEM SUMMARY

DEPT: [CITY COUNCIL | AGENDA ITEM # 5a

AGENDA DATE: 17-Jun-10

SUBJECT:
DISCUSSION: Relating to Update on the Government Center Project

MINUTES:

COUNCIL ACTION:

On Motion of Council Member:

Seconded by Council Member:

AYES:
NOES:
ABSENT:
ABSTAIN:



CITY OF WATERFORD
AGENDA ITEM SUMMARY

DEPT: [CITY COUNCIL | AGENDA ITEM # 5b

AGENDA DATE: 17-Jun-10

SUBJECT:
DISCUSSION: Relating to Organizational Structure in Regards to City Boards & Committees

MINUTES:

COUNCIL ACTION:

On Motion of Council Member:

Seconded by Council Member:

AYES:
NOES:
ABSENT:
ABSTAIN:



CITY OF WATERFORD
AGENDA ITEM SUMMARY

DEPT: [CITY COUNCIL | AGENDA ITEM # 5c

AGENDA DATE: 17-Jun-10

SUBJECT:
DISCUSSION: 2010/2011 Budget Estimates of the 2009/2010 Operations, Future Challenges and
Opportunites

MINUTES:

COUNCIL ACTION:

On Motion of Council Member:

Seconded by Council Member:

AYES:
NOES:
ABSENT:
ABSTAIN:



CITY OF WATERFORD
AGENDA ITEM SUMMARY

DEPT: [CITY COUNCIL | AGENDA ITEM # 5d

AGENDA DATE: 17-Jun-10

SUBJECT:
DISCUSSION: Relating to Transition Planning

MINUTES:

COUNCIL ACTION:

On Motion of Council Member:

Seconded by Council Member:

AYES:
NOES:
ABSENT:
ABSTAIN:



CITY OF WATERFORD
AGENDA ITEM SUMMARY

DEPT: [CITY COUNCIL | AGENDA ITEM # 6a

AGENDA DATE: 17-Jun-10

SUBJECT:
RESOLUTION 2010-46: A Resolution Declaring Intention to Levy and Collect Assessments for the
Waterford Lighting Assessment District for Fiscal Year 2010-11

MINUTES:

COUNCIL ACTION:

On Motion of Council Member:

Seconded by Council Member:

AYES:
NOES:
ABSENT:
ABSTAIN:



WATERFORD CITY COUNCIL
RESOLUTION NO. 2010-46

A RESOLUTION OF THE CITY COUNCIL
OF THE CITY OF WATERFORD, CALIFORNIA,
DECLARING ITS INTENTION TO LEVY AND COLLECT ASSESSMENTS FOR
THE WATERFORD LIGHTING ASSESSMENT DISTRICT
FOR FISCAL YEAR 2010/11

The City Council (the “Council”) of the City of Waterford (the “City”) does find:

WHEREAS, the City's Lighting Assessment District (the “Assessment District”) was previously

established in accordance with and pursuant to Part 2, Division 15 of the California Streets and Highways
Code (commencing with Section 22500) (the “Act”); and

WHEREAS, the City has retained NBS for the purpose of assisting with the annual levy of the

Assessment District, and to prepare and file an Annual Report;

NOW, THEREFORE BE IT RESOLVED, DETERMINED, AND ORDERED BY THE COUNCIL,

AS FOLLOWS:

1.

Intention: The Council hereby declares its intention to levy and collect assessments within the
Assessment District to pay the costs of the Improvements for the fiscal year commencing July 1,
2010 and ending June 30, 2011. The Council finds that the public’'s best interest requires such
action.

Improvements: The Improvements may include, but are not limited to: the installation or
construction of public lighting facilities, turf, shrubs, plants and trees, landscaping, irrigation and
drainage systems, graffiti removal, and associated appurtenances within the public right-of-ways
or specific easements. Services provided include all necessary service, operations,
administration and maintenance required to keep the improvements in a safe, healthy, vigorous,
and satisfactory condition.

Assessment District Boundaries: The boundaries of the Assessment District are as shown by
the assessment diagram filed in the offices of the City Clerk, which map is made a part hereof by
reference.

Annual Report: Reference is made to the Annual Report prepared by NBS, on file with the Clerk,
for a full and detailed description of the improvements, the boundaries of the Assessment District,
and the proposed assessments upon assessable lots and parcels of land within the Assessment
District.

Notice of Public Hearing: The Council hereby declares its intention to conduct a Public Hearing
concerning the levy of assessments in accordance with Section 22629 of the Act. All objections to
the assessment, if any, will be considered by the Council. The Public Hearing will be held on
Thursday, July 15, 2010 at 6:30 pm or as soon thereafter as is feasible in the Council
Chambers located at 540 “C” St, Waterford, CA 95386. The Council further orders the City Clerk
to publish notice of this resolution in accordance with Section 22626 of the Act.

Increase of Assessment: The maximum assessment is not proposed to increase from the
previous year above that previously approved by the property owners (as “increased assessment”
is defined in Section 54954.6 of the Government Code).



WATERFORD CITY COUNCIL
RESOLUTION NO. 2010-46

PASSED, APPROVED, AND ADOPTED this 17" day of June, 2010

CHARLIE GOEKEN, MAYOR
CITY OF WATERFORD

ATTEST:

LORI MARTIN, CITY CLERK

APPROVED AS TO FORM:

CORBETT J. BROWNING, CITY ATTORNEY

STATE OF CALIFORNIA)

COUNTY OF STANISLAUS) ss.

CITY OF WATERFORD)

I, Lori Martin, City Clerk of the City of Waterford, County of Stanislaus, State of California do hereby
certify that the foregoing Resolution No. 2010-46 was regularly adopted by the City Council of said City of
Waterford at a regular meeting of said City Council held on the 17" day of June, 2010 by the following

vote:

AYES:

NOES:

ABSENT:

ABSTAINED:

Lori Martin, CMC, City Clerk
City of Waterford



CITY OF WATERFORD
AGENDA ITEM SUMMARY

DEPT: [CITY COUNCIL | AGENDA ITEM # 6b

AGENDA DATE: 17-Jun-10

SUBJECT:
RESOLUTION 2010-47: A Resolution Declaring Intention to Levy and Collect Assessments for the
Waterford Landscaping and Lighting Assessment District for Fiscal Year 2010-11

MINUTES:

COUNCIL ACTION:

On Motion of Council Member:

Seconded by Council Member:

AYES:
NOES:
ABSENT:
ABSTAIN:



WATERFORD CITY COUNCIL
RESOLUTION NO. 2010-47

A RESOLUTION OF THE CITY COUNCIL
OF THE CITY OF WATERFORD, CALIFORNIA,
DECLARING ITS INTENTION TO LEVY AND COLLECT ASSESSMENTS FOR
THE WATERFORD LANDSCAPING AND LIGHTING ASSESSMENT DISTRICT
FOR FISCAL YEAR 2010/11

The City Council (the “Council”) of the City of Waterford (the “City”) does find:

WHEREAS, the Council previously completed its proceedings in accordance with and pursuant to

the Landscaping and Lighting Act of 1972 (the “Act”) to establish the Waterford Landscaping and Lighting
Assessment District (the “Assessment District”); and

WHEREAS, the City has retained NBS for the purpose of assisting with the annual levy of the

Assessment District, and to prepare and file an Annual Report.

NOW, THEREFORE BE IT RESOLVED, DETERMINED, AND ORDERED BY THE COUNCIL,

AS FOLLOWS:

1.

Intention: The Council hereby declares its intention to levy and collect assessments within the
Assessment District to pay the costs of the Improvements for the fiscal year commencing July 1,
2010 and ending June 30, 2011. The Council finds that the public’'s best interest requires such
action.

Improvements: The Improvements may include, but are not limited to: the installation or
construction of public lighting facilities, turf, shrubs, plants and trees, landscaping, irrigation and
drainage systems, graffiti removal, and associated appurtenances within the public right-of-ways
or specific easements. Services provided include all necessary service, operations,
administration and maintenance required to keep the improvements in a safe, healthy, vigorous,
and satisfactory condition.

Assessment District Boundaries: The boundaries of the Assessment District are as shown by
the assessment diagram filed in the offices of the City Clerk, which map is made a part hereof by
reference.

Annual Report: Reference is made to the Annual Report prepared by NBS, on file with the City
Clerk, for a full and detailed description of the improvements, the boundaries of the Assessment
District and the zones therein, and the proposed assessments upon assessable lots and parcels
of land within the Assessment District.

Notice of Public Hearing: The Council hereby declares its intention to conduct a Public Hearing
concerning the levy of assessments in accordance with Section 22629 of the Act. All objections to
the assessment, if any, will be considered by the Council. The Public Hearing will be held on
Thursday July 15, 2010 at 6:30 pm or as soon thereafter as is feasible in the Council Chambers
located at 540 “C” St, Waterford, CA 95386. The Council further orders the City Clerk to publish
notice of this resolution in accordance with Section 22626 of the Act.

Increase of Assessment: The maximum assessment is not proposed to increase from the
previous year above that previously approved by the property owners (as “increased assessment”
is defined in Section 54954.6 of the Government Code).



WATERFORD CITY COUNCIL
RESOLUTION NO. 2010-47

PASSED, APPROVED, AND ADOPTED this 17" day of June, 2010

CHARLIE GOEKEN, MAYOR
CITY OF WATERFORD

ATTEST:

LORI MARTIN, CITY CLERK

APPROVED AS TO FORM:

CORBETT J. BROWNING, CITY ATTORNEY

STATE OF CALIFORNIA)

COUNTY OF STANISLAUS) ss.

CITY OF WATERFORD)

I, Lori Martin, City Clerk of the City of Waterford, County of Stanislaus, State of California do hereby
certify that the foregoing Resolution No. 2010-47 was regularly adopted by the City Council of said City of
Waterford at a regular meeting of said City Council held on the 17" day of June, 2010 by the following

vote:

AYES:

NOES:

ABSENT:

ABSTAINED:

Lori Martin, CMC, City Clerk
City of Waterford



CITY OF WATERFORD
AGENDA ITEM SUMMARY

DEPT: [CITY COUNCIL | AGENDA ITEM # 6C

AGENDA DATE: 17-Jun-10

SUBJECT:
DISCUSSION: Consideration to Extend the Expiring Terms of the Planning Commission and Parks &
Recreation Commission From June 30, 2010 to July 15, 2010

MINUTES:

COUNCIL ACTION:

On Motion of Council Member:

Seconded by Council Member:

AYES:
NOES:
ABSENT:
ABSTAIN:



CITY OF WATERFORD
AGENDA ITEM SUMMARY

DEPT: [CITY COUNCIL | AGENDA ITEM # 6d

AGENDA DATE: 17-Jun-10

SUBJECT:
DISCUSSION: Consideration of Proposal from Parks & Recreation Relating to a September 11th Event -

Concert in the Park

MINUTES: .
Proposal Documents to be submitted week of 6/14/10

COUNCIL ACTION:

On Motion of Council Member:

Seconded by Council Member:

AYES:
NOES:
ABSENT:
ABSTAIN:


Lori
Proposal Documents to be submitted week of 6/14/10

Lori


CITY OF WATERFORD
AGENDA ITEM SUMMARY

DEPT: [CITY COUNCIL | AGENDA ITEM # 6e

AGENDA DATE: 17-Jun-10

SUBJECT:
DISCUSSION: Consideration to Authorize the Formation of a Community Development & Housing

Rehabilitation Loan Committee:

MINUTES:

COUNCIL ACTION:

On Motion of Council Member:

Seconded by Council Member:

AYES:
NOES:
ABSENT:
ABSTAIN:



CITY OF WATERFORD
AGENDA ITEM SUMMARY

DEPT: [CITY COUNCIL | AGENDA ITEM # 6f

AGENDA DATE: 17-Jun-10

SUBJECT:
RESOLUTION 2010-48: A Resolution Authorizing Execution of New Signature Cards for the Establishment

of a Health Reimbursement Checking Account at Bank of the West

MINUTES:

COUNCIL ACTION:

On Motion of Council Member:

Seconded by Council Member:

AYES:
NOES:
ABSENT:
ABSTAIN:



Page 1 of 2

WATERFORD CITY COUNCIL
RESOLUTION # 2010-48

A RESOLUTION OF THE CITY OF WATERFORD AUTHORIZING EXECUTION OF NEW
SIGNATURE CARDS FOR A HEALTH REIMBURSEMENT BANK ACCOUNT
AT BANK OF THE WEST

WHEREAS, for the purpose of convenience and necessity in opening new bank accounts, it is in the best interest of the
City of Waterford to authorize certain signatures to be on file with the Bank of the West; and,

WHEREAS, the City of Waterford does currently conduct business with Bank of the West for its payroll and general
checking needs; and,

WHEREAS, the City of Waterford recently renewed their health insurance and has chosen a Health Reimbursement
Arrangement with their Current Health Insurance provider; and,

WHEREAS, staff has recommended the establishment of a separate checking account under the general checking
account to process health reimbursement checks; and,

WHEREAS, Bank of the West requires a formal document identifying those persons authorized to sign for the City of
Waterford; and,

WHEREAS, this Resolution does not inhibit the City of Waterford from maintaining other banking arrangements as it
deems necessary for the normal course of business

NOW, THEREFORE BE IT RESOLVED, that the City Council of the City of Waterford resolves the following:

1. The following persons are authorized signers of all current accounts that the City of Waterford maintains with
Bank of the West.

2. The City Clerk is authorized to acquire the necessary signature cards and to provide them to all persons
listed below to affix their signatures upon them.

3. The City of Waterford shall provide Bank of the West with new resolutions upon any change in authorized
signers while the City maintains an account relationship with Bank of the West.

3. Any access to the above mentioned account, shall require the signatures of any two (2) of the following persons:

a) Charlie Goeken, Mayor

b) Jose Aldaco, Vice-Mayor

¢) Michael Van Winkle, Council Member

d) Kenneth Krause, Council Member

e) Murray Day, Council Member

f) Charles E. Deschenes, City Administrator

PASSED AND ADOPTED by the Waterford City Council at a regular meeting held on June 17, 2010 by the following vote:
AYES:
NOES:

ABSENT:
ABSTAIN:

Page 1 of 2
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City of Waterford

Charlie Goeken, Mayor
ATTEST:

Lori Martin, CMC, City Clerk

APPROVED AS TO FORM:

Corbett J. Browning, City Attorney

I, Lori Martin, CMC, hereby certify that the foregoing Resolution was duly
adopted by the City Council of the City of Waterford, at a regular meeting thereof, held on the day
of , 2010.

Lori Martin, CMC
City Clerk

Page 2 of 2



AGENDA
WATERFORD PUBLIC FINANCING AUTHORITY MEETING
WATERFORD COMMUNITY CENTER, CITY COUNCIL CHAMBERS
540 “C” STREET, WATERFORD, CA

JUNE 17, 2010 - 6:30 PM

CALL TO ORDER AND PLEDGE OF ALLEGIANCE: Chairman Goeken
ROLL CALL:
Chairman Goeken
Board Members: Aldaco, Van Winkle, Krause, Day

(City Staff and contract employees present at the meeting will be noted in the minutes)

ADOPTION OF AGENDA & CONSENT CALENDAR:

Consent items are approved with one motion unless removed from the consent agenda prior to approval of the agenda. Items removed
Are placed for discussion at a set agenda time. Items may be removed by requesting the Executive Director or the Agency Secretary.

1. CONSENT CALENDAR

ltem 1a: Minutes of the Regular WPFA Meeting held on January 21, 2010

2. COMMUNICATIONS FROM THE AUDIENCE

By Policy, the Agency Board will not act on any matters not shown on the printed agenda. Public comments are welcomed for
information only. If a decision is required, the topic will be scheduled for a future meeting. Please hold all comments to five (5)
minutes.

REGULAR ITEMS

Item 3a: DISCUSSION: Consideration of Potential Investment of Reserve Fund of Outstanding
Certificates of Participation
Recommendation: Discussion / Motion / Action
4. CLOSED SESSION
ltem 4a: “CONFERENCE WITH LEGAL COUNSEL, PENDING LITIGATION”

(PURSUANT TO GOVERNMENT CODE SECTION 54956.9)

Item 4b: “CONFERENCE WITH LEGAL COUNSEL, ANTICIPATED LITIGATION” (PURSUANT TO
GOVERNMENT CODE SECTION 54956.9)

Item 4c: “CONFERENCE WITH REAL PROPERTY NEGOTIATOR”
(PURSUANT TO GOVERNMENT CODE 54956.8)

ADJOURNMENT




WATERFORD PUBLIC FINANCING AUTHORITY MINUTES
MEETING OF JANUARY 21, 2010

A Regular Meeting of the Waterford Public Financing Authority was called to order by Board Chairman
Goeken at 7:36PM at the Waterford Community Center Council Chambers, 540 “C” Street, Waterford,
CA

ROLL CALL: 07:36:44 PM

Present: Chairman Goeken
Board Member Aldaco
Board Member Van Winkle
Board Member Krause
Board Member Day

Absent: None
Also Present: Charles E. Deschenes, Executive Director

Corbett J. Browning, City Attorney
Lori Martin, Secretary

ADOPTION OF THE AGENDA AND CONSENT AGENDA: Aldaco moved, seconded by Van Winkle, to
adopt the agenda and consent agenda.

07:36:54 PM
AYES: Goeken, Aldaco, Van Winkle, Krause and Day
NAYES: None

ABSENT: None

Motion passed by majority.

1. CONSENT CALENDAR:
la: Minutes of the Regular Meeting of the WPFA held on September 17, 2009

2. COMMUNICATIONS FROM THE AUDIENCE: 07:37:01 PM None.

3. REGULAR ITEMS:

3a: RESOLUTION 2010-01: A Resolution Authorizing Investment of Monies in Local Agency
Investment Fund (LAIF): 07:37:10 PM Executive Director Deschenes explained that this
is a routine procedure after a Board reorganization and recommended adoption.

Van Winkle moved, seconded by Krause, to adopt Resolution 2010-01, as

recommended.
07:37:49 PM
AYES: Goeken, Aldaco, Van Winkle, Krause and Day
NAYES: None

ABSENT: None

Motion passed by majority.



ADJOURNMENT: 07:37:54 PM Van Winkle moved, seconded by Aldaco, to adjourn the Waterford
Public Financing Authority meeting.

07:38:02 PM
AYES: Goeken, Aldaco, Van Winkle, Krause and Day
NAYES: None

ABSENT: None

Motion passed by majority.

PASSED AND ADOPTED by the Waterford Public Financing Authority at a regular meeting held on the
day of , 2010 by the following vote:

AYES:
NOES:
ABSENT:
ABSTAIN:

ATTEST:

Lori Martin, Secretary Charlie Goeken, Chairman



CLOSED SESSION:

A.

“CONFERENCE WITH LEGAL COUNSEL, PENDING LITIGATION”
(PURSUANT TO GOVERNMENT CODE SECTION 54956.9)
None.

“CONFERENCE WITH LABOR NEGOTIATOR” (PURSUANT TO
GOVERNMENT CODE 54957.6)
None.

“CONFERENCE WITH LEGAL COUNSEL, ANTICIPATED LITIGATION” (PURSUANT TO
GOVERNMENT CODE SECTION 54956.9)
None.

“PUBLIC EMPLOYEE PERFORMANCE EVALUATION” (PURSUANT
TO GOVERNMENT CODE SECTION 54957)
None.

“PUBLIC EMPLOYEE DISCIPLINE/DISMISSAL/RELEASE”
(PURSUANT TO GOVERNMENT CODE SECTION 54957)
None.

“PUBLIC EMPLOYEE APPOINTMENT” (PURSUANT TO
GOVERNMENT CODE SECTION 54957)
None.

“CONFERENCE WITH REAL PROPERTY NEGOTIATOR”
(PURSUANT TO GOVERNMENT CODE 54956.8)
None.

“CHARGE OR COMPLAINT INVOLVING INFORMATION PROTECTED BY STATE LAW.”
(Penal Code Section 832.7)
None.



CITY OF WATERFORD
AGENDA ITEM SUMMARY

DEPT: [(WPFA | AGENDA ITEM # 3a

AGENDA DATE: 17-Jun-10

SUBJECT:
DISCUSSION: Consideration of Potential Investment of Reserve Fund of Outstanding Certificates of

Participation

MINUTES:

COUNCIL ACTION:

On Motion of Council Member:

Seconded by Council Member:

AYES:
NOES:
ABSENT:
ABSTAIN:



May 10, 2010

Mr. Chuck Deschenes

City Administrator

City of Waterford

320 “E” Street, Waterford, CA 95386

Re:  Process of Partnership with Arbitrage Management Group (AMG)
Dear Mr. Deschenes:

The purpose of this document is to define the process of conducting a transaction with
AMG. Initially our group will act as Arbitrage Advisors and uncover any potential
deficiencies in the management of your Debt Service Reserve Funds. Subsequently, if
any opportunities are uncovered, the following process will ensue:

o Initial meeting designed to understand clients’ historical investment strategy and
overall level of risk tolerance.

e Upon agreement, AMG will go to market to obtain yield quotes and give the
client an idea of his potential Return on Investment.

o At the agreed time & upon clients’ instruction, AMG will then purchase the
1dentified securities and deliver to the clients’ Trustee.

e AMG at no point retains custody of funds. Client maintains discretion at all times.

o  AMG will work directly with the Trustee to ensure a seamless transaction, and
deliver the securities to Trustee in the Clients’ and Trustees’ name.

e There are NO fees or contractually binding agreements. AMG will be
compensated per transaction, and deliver bonds net of all trading and clearing
costs, fees, & commissions.

e AMG will continue to monitor performance, and act as an advisor for
management of the funds throughout the life of the issues.

We look forward to the opportunity of working with you and the City of Waterford.
Warm regards,

Rod Bettini

Financial Consultant

AMG - Arbitrage Management Group
Sterne Agee Financial Services, Inc.
Direct: (917) 573 - 4916

Tollfree: 888-297-6320
www.arbitragemanagement.com
www.sterneagee.com




INVESTMENT OF BOND PROCEEDS PROPOSAL FOR:

$5,795,000
WATERFORD PUBLIC FINANCING AUTHORITY
REFUNDING REVENUE BONDS
SERIES 2003

Submitted by:

Rod Bettini
Financial Consultant

Securities offered through
Sterne Agee Financial Services, Inc.
Member FINRA & SIPC

April 23,2010




April 23,2010

Mr. Chuck Deschenes
City Administrators
City of Waterford

320 “E” Street
Waterford, CA 95386

Re:  Investment of Bond Proceeds for the City of Waterford, California
Series 2003 Refunding Revenue Issue

Dear Mr. Deschenes:

Thank you for allowing Arbitrage Management Group (AMG) to evaluate the portfolio
associated with your Series 2003 Issue. Based on information provided by the City of
Waterford and data available on Bloomberg, we have developed the following proposal.

Our objective is to develop an investment strategy that will maximize the rate of return
on investments for the Debt Service Reserve Fund, and at the same time, meet all
requirements and restrictions set forth in the Indenture.

Firm History:

For nearly two decades our firm has been specializing in strategies to maximize re-
investment earnings of tax-exempt bond proceeds. AMG representatives routinely
interact with trustees, fiscal agents, bond counsels, and financial advisors. Over the
course of our history, AMG has assisted clients with the reinvestment of more than $1
billion of bond proceeds.

Client Base:

Our client base consists of tax-exempt entities. These include healthcare facilities:
hospitals, nursing homes and assisted living centers; educational facilities: colleges,
universities, and school districts; municipalities: utility districts, special districts cities
and counties.



Arbitrage:

The phenomenon of earning less than the bond yield is known as negative arbitrage. If market
conditions force a fund into a negative arbitrage position, the Issuer will normally stand to
benefit from blending that fund with some other fund that it can invest at positive arbitrage,
generally using longer term investments. The negative arbitrage in the short-term fund can
shelter positive arbitrage in the long-term fund that would otherwise be subject to yield
restriction or rebate.!

Yield Blending Examples:

1. Positive arbitrage in a Reserve Fund and negative arbitrage in a Refunding
Escrow.

2. Positive arbitrage in a Reserve Fund and negative arbitrage in a Project Fund.

' ABC’s of Arbitrage by Frederic L. Ballard, Jr., 2002 ed., p216, ABA, NY.

Advantages of Arbitrage Management:

Through diligent monitoring and a disciplined utilization of select investment strategies
regarding the various Reserve Funds we may assist the Institution in dramatically reducing
and/or eliminating the negative arbitrage associated with the respective bond issues. With that
goal accomplished, it may also be possible to generate positive arbitrage that may be exempt
from rebate and may be retained by the Institution or utilized for debt service payments.



Recap:

SERIES 2003 REVENUE BOND ISSUE

Issue Date: 09/10/2003 Maturity Date: 09/15/2027

The Series 2003 Bonds were issued to refund Series 1996A & 1997A Revenue Bonds
and to pay costs of issuance of the Bonds.

The Series 2003 Debt Service Reserve Fund was funded with original proceeds of
$507,825.00.

The current Reserve Fund balance after declining annual Debt Service is $477,936.14.

The Rebate Yield for the Series 2003 Bonds is approximately 5.70%.

RESERVE ACCOUNT BALANCE: $477,936.14 CURRENT YIELD: 0.00%

Considerations:

The Debt Service Reserve Funds are currently invested in a money market fund earning
approximately 570 Basis Points below the average Rebate Yield of 5.70%, therefore,
generating negative arbitrage. Negative arbitrage is the difference between the Rebate
Yield of 5.70% and the current money market yield of 0.00%.

Assuming money market rates remain constant, negative arbitrage generated in the Debt
Service Reserve Fund would total approximately $27,242 per annum.

Income earned in the Debt Service Reserve Fund above the Rebate Yield may be retained
to offset negative arbitrage that has accumulated in the Project Fund and Debt Service
Reserve Fund.

We recommend taking advantage of indenture provisions and investing the Debt Service
Reserve Fund into the highest yielding permitted investment based on current market
factors.



Investment Strategies:

Step 1:

Step 2:

Step 3:

Maximize the carnings in the Debt Service Reserve Fund, staying within the
Indenture Guidelines, and taking current market conditions into consideration.

We recommend a laddered strategy. The portfolio would consist of Government
Agency Bonds. One third of the portfolio would mature every year not to exceed

3 years.

Example Portfolio:

$159,312 U.S. GOVERNMENT AGENCY DUE 04/2011
$159,312 U.S. GOVERNMENT AGENCY DUE 04/2012
$159,312 U.S. GOVERNMENT AGENCY DUE 04/2013

Note: In a rising interest rate environment the ladder strategy will allow for
reinvestment at a higher rate resulting in an increased weighted average yield.

In a decreasing interest rate environment this strategy allows for capital
appreciation with the longer maturities.

Monitor the Debt Service Reserve Fund portfolio and make recommendations
according to changing market conditions. When market conditions allow, invest
the portfolio in securities that yield higher than the Rebate Yield resulting in
positive arbitrage.

Once negative arbitrage is offset and market conditions allow, invest in Municipal
Bonds yielding higher than the Rebate Yield. Positive arbitrage earned through
Municipal Bonds is not subject to rebate.



Summary:

» Since the Arbitrage regulations were introduced as part of the Tax Reform Act of 1986,
we have specialized in maximizing the investments within the Debt Service Reserve and
other bond fund accounts in compliance with each bond issues’ respective Trust
Indenture and the Arbitrage regulations.

» Our proprietary investment strategies were developed in conjunction with an in-depth
understanding of the Arbitrage regulations provided by a nationally recognized tax
counsel.

» To date we have managed over $1 Billion in Debt Service Reserve Fund investments
nationwide.

» We have analyzed thousands of tax exempt revenue bond issues offering
recommendations to our clients that may have significantly improved the efficiencies in
their debt structure.

» Our associates are FINRA Registered Representatives that are Series 7, Series 65, and, in
many cases, Series 24 licensed with a combined experience of nearly 50 years.

PLEASE NOTE: The information contained in this document is considered to be reliable, however Sterne Agee Financial Services, Inc. does
not represent that it is accurate or complete and it should not be relied upon as such. Investment decisions by Sterne Agee Financial Services,
Inc. are made based on «a client’s specific investment objective, time horizon and risk tolerance. Information included in this document may not
be suitable for all investors. Past performance is not a guarantee of future results and should not be considered a guarantee. Investment
products are not FDIC insured, may lose value, and are not guaranteed by any federal government agency. Consult your Investment Consultant
at AMG for more information.



AGENDA
WATERFORD REDEVELOPMENT AGENCY
WATERFORD COMMUNITY CENTER, CITY COUNCIL CHAMBERS
540 “C” STREET, WATERFORD, CA

JUNE 17, 2010 - 6:30 PM

CALL TO ORDER AND PLEDGE OF ALLEGIANCE: Chairman Goeken
ROLL CALL:
Chairman Goeken
Board Members: Aldaco, Van Winkle, Krause, Day

(City Staff and contract employees present at the meeting will be noted in the minutes)

ADOPTION OF AGENDA & CONSENT CALENDAR:

Consent items are approved with one motion unless removed from the consent agenda prior to approval of the agenda. ltems removed
Are placed for discussion at a set agenda time. Items may be removed by requesting the Executive Director or the Agency Secretary.

1 CONSENT CALENDAR

Item 1a: Minutes of the regular meeting of the RDA held on January 21, 2010

2. COMMUNICATIONS FROM THE AUDIENCE

By Policy, the Agency Board will not act on any matters not shown on the printed agenda. Public comments are welcomed for
information only. If a decision is required, the topic will be scheduled for a future meeting. Please hold all comments to five
(5) minutes

REGULAR ITEMS

CLOSED SESSION

Item 4a: “CONFERENCE WITH LEGAL COUNSEL, PENDING LITIGATION”
(PURSUANT TO GOVERNMENT CODE SECTION 54956.9)

Item 4b: “CONFERENCE WITH LEGAL COUNSEL, ANTICIPATED LITIGATION” (PURSUANT TO
GOVERNMENT CODE SECTION 54956.9)

Item 4c: “CONFERENCE WITH REAL PROPERTY NEGOTIATOR”
(PURSUANT TO GOVERNMENT CODE 54956.8)

ADJOURNMENT




