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This Installment Sale Agreement, including all exhibits and attachments hereto, (Agreement) is dated as 
of the date set forth on the first page of this Agreement, by and between the State Water Resources 
Control Board, an administrative and regulatory agency of the State of California (State Water Board), and 
the local government entity identified on the first page of this Agreement, duly organized and existing 
under the laws of the State of California (Recipient): 

WITNESSETH: 

WHEREAS the United States of America, pursuant to Title VI of the federal Water Pollution Control Act as 
such has been and may be amended from time to time (Clean Water Act), requires each State to 
establish a water pollution control revolving fund to be administered by an instrumentality of the State as a 
condition to receipt of capitalization grants under the Clean Water Act; and 

WHEREAS the State of California (State) has established a Clean Water State Revolving Fund (CWSRF) 
pursuant to Chapter 6.5 of Division 7 of the California Water Code (State Act) to be used for purposes of 
the Clean Water Act; and 

WHEREAS the State Water Board is the state agency authorized to administer the CWSRF and provide 
financial assistance from the CWSRF to recipients for the construction of eligible projects, as provided in 
the State Act; and  

WHEREAS the State Water Board determines Project eligibility for financial assistance from the CWSRF, 
pursuant to the Clean Water Act and the State Act, determines a reasonable schedule for financing and 
construction of projects, ensures compliance with the Clean Water Act, and establishes the terms and 
conditions of an applicable financing agreement; and 

WHEREAS the Recipient has applied to the State Water Board for financial assistance from the CWSRF, 
for the purpose of financing or refinancing the Project described below, and the State Water Board has 
reviewed and approved said application; and 

WHEREAS the Recipient has or will incur costs incurred in connection with, the planning, design, 
acquisition, construction, and installation of the Project described in Exhibit A hereto; and 

WHEREAS on the basis of the Recipient’s application and the representations and warranties set forth 
herein, the State Water Board proposes to assist in financing the costs of the Project and/or to refund 
outstanding bonds, notes, or other debt obligations of the Recipient, if any, issued to finance the Project, 
and the Recipient desires to participate as a recipient of financial assistance from the CWSRF and 
evidence its obligation to repay, which obligation will be secured by Net Revenues, as defined herein, 
upon the terms and conditions set forth in this Agreement, all pursuant to the Clean Water Act and the 
State Act; 

NOW, THEREFORE, in consideration of the premises and of the mutual representations, covenants and 
agreements herein set forth, the State Water Board and the Recipient, each binding itself, its successors 
and assigns, do mutually promise, covenant and agree as follows: 
 

 
ARTICLE I     DEFINITIONS 

 
1.1 Definitions. 

Unless otherwise specified, each capitalized term used in this Agreement (including the Exhibits hereto) has 
the following meaning: 
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"Additional Payments" means the Additional Payments described in Section 3.2(c) of this Agreement. 

"Agreement" means this Installment Sale Agreement, dated as of the date set forth on the first page hereof, 
by and between the State Water Board and the Recipient, including all exhibits and attachments hereto. 

"Allowance" means an amount based on a percentage of the accepted bid for an eligible project to help 
defray the planning, design, and construction engineering and administration costs of the Project. 

"Authorized Representative" means the Mayor of a City, the Chairperson of the County Board of 
Supervisors, the Chairperson of the Board of Directors of the Recipient, or another duly appointed 
representative. For all authorized representatives, a certified original of the authorizing resolution that 
designates the authorized representative, by title, must accompany the first payment request, and any 
other documents or requests required or allowed under this Agreement. 

"Bank" means the California Infrastructure and Economic Development Bank. 

"Bonds" means any series of bonds issued by the Bank all or a portion of the proceeds of which may be 
applied to fund the Project in whole or in part or that are secured in whole or in part by Installment 
Payments paid hereunder. 

"Code" means the Internal Revenue Code of 1986, as amended, and any successor provisions and the 
regulations of the U.S. Department of the Treasury promulgated thereunder. 

"Completion of Construction" means the date, as determined by the Division after consultation with the 
Recipient, that the work of building and erection of the Project is substantially complete.   

“CWSRF” means the Clean Water State Revolving Fund. 

"Division" means the Division of Financial Assistance of the State Water Board or any other segment of 
the State Water Board authorized to administer the CWSRF. 

“Enterprise Fund” means the enterprise fund of the Recipient in which System Revenues are deposited. 

"Fiscal Year" means the period of twelve (12) months terminating on June 30 of any year, or any other 
annual period hereafter selected and designated by the Recipient as its Fiscal Year in accordance with 
applicable law. 

"Force Account" means the use of the Recipient's own employees or equipment for construction of the 
Project. 

"Initiation of Construction" means the date that notice to proceed with work is issued for the Project, or, if 
notice to proceed is not required, the date of commencement of building and erection of the Project. 

"Installment Payments" means Installment Payments due and payable by the Recipient to the State Water 
Board under this Agreement to repay the Project Costs, the amounts of which are set forth as Exhibit C 
hereto. 

“Material Event” means any of the following events:  (a) revenue shortfalls; (b) unscheduled draws on the 
reserve fund or the Enterprise Fund; (c) substitution of insurers, or their failure to perform; (d) adverse 
water quality findings by the Regional Water Quality Control Board; (e) litigation related to the System 
Revenues or to the Project, whether pending or anticipated. 
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"Net Revenues" means, for any Fiscal Year, so long as there may be any pre-existing and outstanding 
System Obligation other than the Obligation, the definition of the term as defined under such System 
Obligation, and thereafter, all Revenues received by the Recipient less the Operations and Maintenance 
Costs for such Fiscal Year. 

"Obligation" means the obligation of the Recipient to make Installment Payments and Additional Payments 
as provided herein, as evidenced by the execution of this Agreement, proceeds of such obligations being 
used to fund the Project as specified in the Project Description attached hereto as Exhibit A and in the 
documents thereby incorporated by reference. 

"Operations and Maintenance Costs" means, so long as outstanding System Obligations other than the 
Obligation are outstanding, the definition of such term as defined therein, and thereafter, the reasonable 
and necessary costs paid or incurred by the Recipient for maintaining and operating the System, 
determined in accordance with generally accepted accounting principles, including all reasonable 
expenses of management and repair and all other expenses necessary to maintain and preserve the 
System in good repair and working order, and including all reasonable and necessary administrative costs 
of the Recipient that are charged directly or apportioned to the operation of the System, such as salaries 
and wages of employees, overhead, taxes (if any), the cost of permits, licenses, and charges to operate 
the System and insurance premiums; but excluding, in all cases depreciation, replacement, and 
obsolescence charges or reserves therefor and amortization of intangibles. 

"Policy" means the State Water Board's policy for implementing the CWSRF program, as amended from 
time to time. 

“Project” means the Project as described in Exhibit A and in the documents incorporated by reference 
herein. 

"Project Completion" means the date, as determined by the Division after consultation with the Recipient, 
that operation of the Project is initiated or is capable of being initiated, whichever comes first.   

"Project Costs" means the incurred costs of the Recipient which are eligible for financial assistance from 
the CWSRF under the federal Clean Water Act, which are allowable costs as defined under the Policy, 
and which are reasonable, necessary and allocable by the Recipient to the Project under generally 
accepted accounting principles, plus capitalized interest.   

“Project Funds” means funds disbursed by the State Water Board to the Recipient for purposes of this 
Agreement. 

“Recipient” means the recipient of Project Funds, as identified on the front page of this Agreement. 

"Revenues" means, for each Fiscal Year, all gross income and revenue received or receivable by the 
Recipient from the ownership or operation of the System, determined in accordance with generally 
accepted accounting principles, including all rates, fees, and charges (including connection fees and 
charges) as received by the Recipient for the services of the System, and all other income and revenue 
howsoever derived by the Recipient from the ownership or operation of the System or arising from the 
System, including all income from the deposit or investment of any money in the Enterprise Fund or any 
rate stabilization fund of the Recipient or held on the Recipient’s behalf, and any refundable deposits 
made to establish credit, and advances or contributions in aid of construction.  

“State” means State of California. 

“State Water Board” means the State Water Resources Control Board, an administrative and regulatory 
agency of the State of California. 
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"System" means for the purposes of a wastewater project, all wastewater collection, transport, treatment, 
storage, and disposal facilities, including land and easements thereof, owned by the Recipient, including 
the Project, and all other properties, structures, or works hereafter acquired and constructed by the 
Recipient and determined to be a part of the System, together with all additions, betterments, extensions, 
or improvements to such facilities, properties, structures, or works, or any part thereof hereafter acquired 
and constructed.  For the purposes of a water recycling project, “System” means all wastewater, water 
recycling, and/or potable water collection, transport, treatment, storage, and/or disposal facilities, including 
land and easements thereof, owned by the Recipient, including the Project, and all other properties, 
structures or works hereafter acquired and constructed by the Recipient and determined to be a part of 
the System, together with all additions, betterments, extensions or improvements to such facilities, 
properties, structures, or works, or any part thereof hereafter acquired and constructed.   

"System Obligations" means all senior, parity, and subordinate obligations of the Recipient payable from 
Revenues as identified as of the date of this Agreement in Exhibit F and such additional obligations as 
may hereafter be issued in accordance with the provisions of such obligations and this Agreement. 

1.2 Exhibits and Appendices Incorporated. 

All exhibits and appendices to this Agreement, including any amendments and supplements hereto, are 
hereby incorporated herein and made a part of this Agreement. 
 
 

ARTICLE II     REPRESENTATIONS AND WARRANTIES 
 

The Recipient represents and warrants the following as of the date set forth on the first page hereof and 
continuing thereafter for the term of the Obligation. 
 
2.1 General Recipient Commitments. 

The Recipient accepts and agrees to comply with all terms, provisions, conditions, and commitments of 
this Agreement, including all incorporated documents, and to fulfill all assurances, declarations, 
representations, and commitments made by the Recipient in its application, accompanying documents, 
and communications filed in support of its request for financial assistance. 

2.2 Authorization and Validity. 

The execution and delivery of this Agreement, including all incorporated documents, has been 
duly authorized.  This Agreement constitutes a valid and binding obligation of the Recipient, 
enforceable in accordance with its terms, except as such enforcement may be limited by law. 

2.3 Violations. 

The execution, delivery, and performance by Recipient of this Agreement, including all 
incorporated documents, do not violate any provision of any law or regulation in effect as of the 
date set forth on the first page hereof, or result in any breach or default under any contract, 
obligation, indenture, or other instrument to which Recipient is a party or by which Recipient is bound 
as of the date set forth on the first page hereof. 

2.4 Litigation. 

There are no pending or, to Recipient’s knowledge, threatened actions, claims, investigations, 
suits, or proceedings before any governmental authority, court, or administrative agency which 
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affect the financial condition or operations of Recipient and/or the Project other than as described 
in Exhibit H hereto. 

2.5 Solvency.  

None of the transactions contemplated by this Agreement will be or have been made with an actual intent 
to hinder, delay, or defraud any present or future creditors of Recipient. As of the date set forth on the first 
page hereof, Recipient is solvent and will not be rendered insolvent by the transactions contemplated by 
this Agreement.  Recipient is able to pay its debts as they become due. 
 
2.6 Legal Status. 

Recipient is duly organized and existing and in good standing under the laws of the State of California, and 
will remain so during the term of this Agreement.  Recipient shall at all times maintain its current legal 
existence and preserve and keep in full force and effect its legal rights and authority. 
 
2.7 Financial Statements. 

The financial statements of Recipient previously delivered to the State Water Board as of the date(s) set 
forth in such financial statements: (a) are materially complete and correct; (b) present fairly the financial 
condition of the Recipient; and (c) have been prepared in accordance with generally accepted accounting 
principles or other accounting standards reasonably approved by the State Water Board.  Since the 
date(s) of such financial statements, there has been no material adverse change in the financial condition 
of the Recipient, nor have any assets or properties reflected on such financial statements been sold, 
transferred, assigned, mortgaged, pledged or encumbered, except as previously disclosed in writing by 
Recipient and approved in writing by the State Water Board. 
 
2.8 [reserved]  

2.9 Completion of Project. 

The Recipient agrees to expeditiously proceed with and complete construction of the Project in substantial 
accordance with Exhibit A. 

2.10 Project Certification Completion Report. 

For wastewater or water recycling projects, one (1) year after initiation of operation, the Recipient shall 
certify to the State Water Board whether or not the Project, as of that date, meets applicable design 
specifications and effluent limitations.  If the Recipient cannot certify that the Project meets such 
specifications and limitations at that time, the Recipient shall submit a corrective action report.  The 
corrective action report shall include an estimate of the nature, scope, and cost of the corrective action, 
and a time schedule to expeditiously make all needed corrections, at the Recipient’s expense, to allow 
affirmative certification for the Project. 
 
For all other projects, the Recipient shall prepare a Project Certification that includes information collected 
by the Recipient in accordance with the Project monitoring and reporting plan, a determination of the 
effectiveness of the Project in preventing or reducing pollution, and the results of the monitoring program.  
The Project Certification shall follow the general format provided by the Program Manager. 
 
Failure to submit a Project Certification, an affirmative certification, or a corrective action report that meets 
the above requirements and is satisfactory to the Division within fifteen (15) months of the Project 
Completion date will cause the State Water Board to stop processing any pending or future applications 
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for new financial assistance, withhold payments on any existing financial assistance, and begin 
administrative proceedings pursuant to sections 13267 and 13268 of the Water Code. 
 

The Recipient shall submit a Project Completion Report to the Division with a copy to the 

appropriate Regional Water Quality Control Board on or before the due date established by the 

Division and the Recipient at the time of final project inspection.  The Project Completion Report 

must address the following: 

 

(a) describe the Project,  

(b) describe the water quality problem the Project sought to address,  

(c) discuss the Project’s likelihood of successfully addressing that water quality problem in 

the future, and  

(d) summarize compliance with environmental conditions, if applicable.  

 

Where the Recipient fails to submit a timely Project Completion Report, the State Water Board may 

stop processing pending or future applications for new financial assistance, withhold 

disbursements under this Agreement or other agreements, and begin administrative proceedings. 
 
2.11 Award of Construction Contracts. 

(a) The Recipient agrees to award the prime construction contract no later than the date specified 
in Exhibit A.   

(b)  The Recipient agrees to promptly notify the Division in writing both of the award of the prime 
construction contract for the Project and of Initiation of Construction of the Project. The 
Recipient agrees to make all reasonable efforts to complete construction in substantial 
conformance with the terms of the contract by the Completion of Construction date established 
in Exhibit A.  Such date shall be binding upon the Recipient unless modified in writing by the 
Division upon a showing of good cause by the Recipient.  The Recipient shall deliver any 
request for extension of the Completion of Construction date no less than 90 days prior to the 
Completion of Construction date.  The Division will not unreasonably deny such a timely 
request, but the Division will deny requests received after this time. 

2.12 Notice. 

The Recipient agrees to notify the Division in writing within 5 days of the occurrence of the following: 
 

(a) Principal and interest payment delinquencies on this CWSRF Obligation; 

(b) Non payment related defaults, if material; 

(c) Unscheduled draws on debt service reserves reflecting financial difficulties; 

(d) Unscheduled draws on credit enhancements, if any, reflecting financial difficulties; 
 
(e) Substitution of credit or liquidity providers, if any, or their failure to perform; 
 
(f) Adverse tax opinions, the issuance by the Internal Revenue Service or proposed or final 

determinations of taxability, Notices of Proposed Issue (IRS Form 5701-TEB) or other material 
notices of determinations with respect to the tax status of any tax-exempt bonds; 

 
(g) Rating changes on tax-exempt bonds, if any; 
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(h) Bankruptcy, insolvency, receivership or similar event of the Recipient; 
 
(i) Actions taken in anticipation of filing Chapter 9, as required under state law; 
 
(j)   Any litigation pending or threatened against Recipient regarding its wastewater capacity or its 

continued existence, circulation of a petition to challenge rates, consideration of dissolution, or 
disincorporation, or any other material threat to the Recipient’s Revenues; or 

(k) Other Material Events. 
 
The Recipient agrees to notify the Division promptly of the following: 
 

(a) Any substantial change in scope of the Project. The Recipient agrees that no substantial change 
in the scope of the Project will be undertaken until written notice of the proposed change has 
been provided to the Division and the Division has given written approval for such change;  

(b) Cessation of all major construction work on the Project where such cessation of work is 
expected to or does extend for a period of thirty (30) days or more;  

(c) Any circumstance, combination of circumstances, or condition, which is expected to or does 
delay Completion of Construction for a period of ninety (90) days or more beyond the estimated 
date of Completion of Construction previously provided to the Division; 

(d) Discovery of any potential archeological or historical resource. Should a potential archeological 
or historical resource be discovered during construction of the Project, the Recipient agrees that 
all work in the area of the find will cease until a qualified archeologist has evaluated the situation 
and made recommendations regarding preservation of the resource, and the Division has 
determined what actions should be taken to protect and preserve the resource. The Recipient 
agrees to implement appropriate actions as directed by the Division;  

(e) Discovery of any unexpected endangered or threatened species, as defined in the federal 
Endangered Species Act.  Should a federally protected species be unexpectedly encountered 
during construction of the Project, the Recipient agrees to promptly notify the Division.  This 
notification is in addition to the Recipient’s obligations under the federal Endangered Species 
Act;  

(f) Any monitoring, demonstration, or other implementation activities such that the State Water 
Board and/or Regional Water Quality Control Board (Regional Water Board) staff may 
observe and document such activities; 

(g) Any public or media event publicizing the accomplishments and/or results of this Agreement 
and provide the opportunity for attendance and participation by state and federal 
representatives with at least ten (10) working days’ notice; or 

(h) Completion of Construction of the Project, and actual Project Completion. 

 
2.13 Findings and Challenge 

Upon consideration of a voter initiative to reduce System Revenues, the Recipient shall make a finding 
regarding the effect of such a reduction on the Recipient's ability to satisfy its Obligation under this 
Agreement and to operate and maintain the Project for its useful life.  The Recipient agrees to make its 
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findings available to the public and to request, if necessary, the authorization of the Recipient’s decision-
maker or decision-maker body to file litigation to challenge any such initiative that it finds will render it 
unable to satisfy either the Obligation or the covenant to operate and maintain, or both. The Recipient 
shall diligently pursue and bear any and all costs related to such challenge. The Recipient shall notify and 
regularly update the State Water Board regarding any such challenge. 
 
2.14 Project Access. 

The Recipient agrees to ensure that the State Water Board, the Governor of the State, the United States 
Environmental Protection Agency, the Office of Inspector General, any member of Congress, the 
President of the United States, or any authorized representative of the foregoing, will have suitable access 
to the Project site at all reasonable times during Project construction and thereafter for the term of the 
Obligation.  The Recipient acknowledges that, except for a subset of archeological records, the Project 
records and locations are public records, including all of the submissions accompanying the application, 
all of the documents incorporated by Exhibit A, and all reports, disbursement requests, and supporting 
documentation submitted hereunder. 

2.15 Project Completion; Initiation of Operations. 

Upon Completion of Construction of the Project, the Recipient agrees to expeditiously initiate Project 
operations.  The Recipient agrees to make all reasonable efforts to meet the Project Completion date 
established in Exhibit A.   

2.16 Continuous Use of Project; Lease or Disposal of Project. 

The Recipient agrees that, except as provided in the Agreement, it will not abandon, substantially 
discontinue use of, lease, or dispose of the Project or any significant part or portion thereof during the 
useful life of the Project without prior written approval of the Division.  Such approval may be conditioned 
as determined to be appropriate by the Division, including a condition requiring repayment of all or any 
portion of all remaining funds covered by this Agreement together with accrued interest and any penalty 
assessments which may be due. 
 
2.17 Reports. 

(a)  Quarterly Reports.  The Recipient agrees to expeditiously provide status reports no less 
frequently than quarterly, starting with the execution of this Agreement.  At a minimum the 
reports will contain the following information:   

 a summary of progress to date including a description of progress since the last report, 
percent construction complete, percent contractor invoiced, and percent schedule elapsed;  

 a description of compliance with environmental requirements;  

 a listing of change orders including amount, description of work, and change in contract 
amount and schedule;  

 any problems encountered, proposed resolution, schedule for resolution, and status of 
previous problem resolutions.   

(b)  As Needed Reports.  The Recipient agrees to expeditiously provide, during the term of this 
Agreement, such reports, data, and information as may be reasonably required by the Division, 
including but not limited to material necessary or appropriate for evaluation of the CWSRF 
Program or to fulfill any reporting requirements of the federal government. 
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2.18 Federal Disadvantaged Business Enterprise (DBE) Reporting. 

The Recipient agrees to report DBE utilization to the Division on the DBE Utilization Report, State Water 
Board Form DBE UR334.  The Recipient must submit such reports to the Division semiannually within ten 
(10) calendar days following April 1 and October 1 until such time as the "Notice of Completion" is issued. 
The Recipient agrees to comply with 40 CFR § 33.301. 

2.19 Records. 

(a) Without limitation of the requirement to maintain Project accounts in accordance with generally 
accepted accounting principles, the Recipient agrees to: 

(1)  Establish an official file for the Project which shall adequately document all significant 
actions relative to the Project; 

(2) Establish separate accounts which will adequately and accurately depict all amounts 
received and expended on the Project, including all assistance funds received under this 
Agreement;  

(3)  Establish separate accounts which will adequately depict all income received which is 
attributable to the Project, specifically including any income attributable to assistance funds 
disbursed under this Agreement; 

(4) Establish an accounting system which will accurately depict final total costs of the Project, 
including both direct and indirect costs; 

(5) Establish such accounts and maintain such records as may be necessary for the State to 
fulfill federal reporting requirements, including any and all reporting requirements under 
federal tax statutes or regulations; and 

(6) If Force Account is used by the Recipient for any phase of the Project, other than for 
planning, design, and construction engineering and administration provided for by 
allowance, accounts will be established which reasonably document all employee hours 
charged to the Project and the associated tasks performed by each employee. Indirect 
Force Account costs are not eligible for funding. 

(b) The Recipient shall be required to maintain separate books, records and other material relative 
to the Project.  The Recipient shall also be required to retain such books, records, and other 
material for itself and for each contractor or subcontractor who performed work on this project 
for a minimum of thirty-six (36) years after Project Completion. The Recipient shall require that 
such books, records, and other material be subject at all reasonable times (at a minimum during 
normal business hours) to inspection, copying, and audit by the State Water Board, the Bureau 
of State Audits, the United States Environmental Protection Agency (USEPA), the Office of 
Inspector General, or any authorized representatives of the aforementioned, and shall allow 
interviews during normal business hours of any employees who might reasonably have 
information related to such records.  The Recipient agrees to include a similar right regarding 
audit, interviews, and records retention in any subcontract related to the performance of this 
Agreement.  The provisions of this section shall survive the discharge of the Recipient's 
Obligation hereunder and shall survive the term of this Agreement.   
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2.20 Audit. 

(a) The Division, at its option, may call for an audit of financial information relative to the Project, 
where the Division determines that an audit is desirable to assure program integrity or where 
such an audit becomes necessary because of federal requirements.  Where such an audit is 
called for, the audit shall be performed by a certified public accountant independent of the 
Recipient and at the cost of the Recipient.  The audit shall be in the form required by the 
Division. 

(b) Audit disallowances will be returned to the State Water Board. 

2.21 Signage. 

The Recipient shall place a sign at least four feet tall by eight feet wide made of ¾ inch thick exterior 
grade plywood or other approved material in a prominent location on the Project site.  The sign shall 
include the following color logos (available from the Division) and the following disclosure statement:  

                                            
 

“Funding for this project has been provided in full or in part by the Clean Water State 
Revolving Fund through an agreement with the State Water Resources Control Board.” 

The Project sign may include another agency's required promotional information so long as the 
above logos and disclosure statement are equally prominent on the sign.  The sign shall be prepared 
in a professional manner. 

 
The Recipient shall include the following disclosure statement in any document, written report, or 
brochure prepared in whole or in part pursuant to this Agreement: 

 
“Funding for this project has been provided in full or in part through an agreement with the 
State Water Resources Control Board.  The contents of this document do not necessarily 
reflect the views and policies of the State Water Resources Control Board, nor does 
mention of trade names or commercial products constitute endorsement or 
recommendation for use.  (Gov. Code § 7550, 40 CFR § 31.20.)” 

 
ARTICLE III     FINANCING PROVISIONS 

 
3.1 Purchase and Sale of Project. 

The Recipient hereby sells to the State Water Board and the State Water Board hereby purchases from 
the Recipient the Project.  Simultaneously therewith, the Recipient hereby purchases from the State Water 
Board, and the State Water Board hereby sells to the Recipient, the Project in accordance with the 
provisions of this Agreement.  All right, title, and interest in the Project shall immediately vest in the 
Recipient on the date of execution and delivery of this Agreement without further action on the part of the 
Recipient or the State Water Board.   
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3.2 Amounts Payable by the Recipient. 

(a) Installment Payments.  Repayment of the Project Funds, together with all interest accruing 
thereon, shall be repaid in annual installments commencing on the date that is one (1) year after 
Completion of Construction, and shall be fully amortized by the date specified in Exhibit B. 

 The repayment amount is based on a standard fully amortized assistance amount with equal 
annual repayments. The remaining balance is the previous balance, plus the disbursements, 
plus the accrued interest on both, less the repayment.  Repayment calculations will be made 
beginning one (1) year after Completion of Construction and shall be fully amortized not later 
than the date specified in Exhibit B.  Exhibit C is a payment schedule based on the provisions of 
this article and an estimated disbursement schedule.  Actual repayments will be based on actual 
disbursements. 

 Upon Completion of Construction and submission of necessary reports by the Recipient, the 
Division will prepare an appropriate payment schedule and supply the same to the Recipient. 
The Division may amend this schedule as necessary to accurately reflect amounts due under 
this Agreement.  The Division will prepare any necessary amendments to the payment schedule 
and send them to the Recipient.  

The Recipient agrees to make each installment payment on or before the due date therefor. A 
ten (10) day grace period will be allowed, after which time a penalty in the amount of costs 
incurred to the State Water Board will be assessed for late payment.  These costs may include, 
but are not limited to, lost interest earnings, staff time, bond debt service default penalties, if 
any, and other costs incurred.  Penalties assessed will not change the principal balance of the 
financing Agreement.  Such penalties will be treated as a separate receivable in addition to the 
annual payment due.  For purposes of penalty assessment, repayment will be deemed to have 
been made if repayment is deposited in the U.S. Mail within the grace period with postage 
prepaid and properly addressed.  Any penalties assessed will not be added to the assistance 
amount balance, but will be treated as a separate account and obligation of the Recipient.  The 
interest penalty will be assessed from the repayment due date. 
 
The Recipient as a whole is obligated to make all payments required by this Agreement to the 
State Water Board, notwithstanding any individual default by its constituents or others in the 
payment to the Recipient of fees, charges, taxes, assessments, tolls or other charges 
("Charges") levied or imposed by the Recipient. The Recipient shall provide for the punctual 
payment to the State Water Board of all amounts which become due under this Agreement and 
which are received from constituents or others in the payment to the Recipient. In the event of 
failure, neglect or refusal of any officer of the Recipient to levy or cause to be levied any Charge 
to provide payment by the Recipient under this Agreement, to enforce or to collect such Charge, 
or to pay over to the State Water Board any money collected on account of such Charge 
necessary to satisfy any amount due under this Agreement, the State Water Board may take 
such action in a court of competent jurisdiction as it deems necessary to compel the 
performance of all duties relating to the imposition or levying and collection of any of such 
Charges and the payment of the money collected therefrom to the State Water Board. Action 
taken pursuant hereto shall not deprive the State Water Board of, or limit the application of, any 
other remedy provided by law or by this Agreement. 
 
Attached as Exhibit C is a Payment Schedule based on the provisions of this section and an 
estimated disbursement schedule. This schedule will be revised based on actual disbursements 
following Completion of Construction. 
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Each Installment Payment shall be paid by check and in lawful money of the United States of 
America. 

The Recipient agrees that it shall not be entitled to interest earned on undisbursed project 
funds. Upon execution of this Agreement, the State Water Board shall encumber an amount 
equal to the Obligation. The Recipient hereby agrees to pay Installment Payments and 
Additional Payments from Net Revenues and/or other amounts legally available to the Recipient 
therefor.  Interest on any funds disbursed to the Recipient shall begin to accrue as of the date of 
each disbursement. 

(b) Project Costs. The Recipient agrees to pay any and all costs connected with the Project 
including, without limitation, any and all Project Costs.  If the Project Funds are not sufficient to 
pay the Project Costs in full, the Recipient shall nonetheless complete the Project and pay that 
portion of the Project Costs in excess of available Project Funds, and shall not be entitled to any 
reimbursement therefor from the State Water Board. 

(c) Additional Payments.  In addition to the Installment Payments required to be made by the 
Recipient, the Recipient shall also pay to the State Water Board the reasonable extraordinary 
fees and expenses of the State Water Board, and of any assignee of the State Water Board's 
right, title, and interest in and to this Agreement, in connection with this Agreement, including all 
expenses and fees of accountants, trustees, attorneys, litigation costs, insurance premiums and 
all other extraordinary costs reasonably incurred by the State Water Board or assignee of the 
State Water Board. 

 Additional Payments may be billed to the Recipient by the State Water Board from time to time, 
together with a statement executed by a duly authorized representative of the State Water 
Board, stating that the amounts billed pursuant to this section have been incurred by the State 
Water Board or its assignee for one or more of the above items and a copy of the invoice or 
statement for the amount so incurred or paid.  Amounts so billed shall be paid by the Recipient 
within thirty (30) days after receipt of the bill by the Recipient. 

(d) The Recipient may without penalty prepay all or any portion of the outstanding principal amount 
of the Obligation provided that the Recipient shall also pay at the time of such prepayment all 
accrued interest on the principal amount prepaid through the date of prepayment. 

3.3 Obligation Absolute. 

The obligation of the Recipient to make the Installment Payments and other payments required to be 
made by it under this Agreement, from Net Revenues and/or other amounts legally available to the 
Recipient therefor, is absolute and unconditional, and until such time as the Installment Payments and 
Additional Payments have been paid in full, the Recipient shall not discontinue or suspend any Installment 
Payments or other payments required to be made by it hereunder when due, whether or not the System or 
any part thereof is operating or operable or has been completed, or its use is suspended, interfered with, 
reduced or curtailed or terminated in whole or in part, and such Installment Payments and other payments 
shall not be subject to reduction whether by offset or otherwise and shall not be conditional upon the 
performance or nonperformance by any party of any agreement for any cause whatsoever. 
 
3.4 No Obligation of the State. 

Any obligation of the State Water Board herein contained shall not be an obligation, debt, or liability of the 
State and any such obligation shall be payable solely out of the moneys in the CWSRF made available 
pursuant to this Agreement. 
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3.5 Disbursement of Project Funds; Availability of Funds. 

(a)  Except as may be otherwise provided in this Agreement, disbursement of Project Funds will be 
made as follows: 

(1)  Upon execution and delivery of this Agreement, the Recipient may request immediate 
disbursement of any eligible incurred planning and design allowance as specified in Exhibit 
B from the Project Funds through submission to the State Water Board of the Disbursement 
Request Form 260, or any amendment thereto, duly completed and executed.   

(2)  The Recipient may request disbursement of eligible construction and equipment costs 
consistent with budget amounts referenced in Exhibit B.  (Note that this Agreement will be 

amended to incorporate Approval of Award Final Budget Approval.) 

(3)   Additional Project Funds will be promptly disbursed to the Recipient upon receipt of 
Disbursement Request Form 260, or any amendment thereto, duly completed and executed 
by the Recipient for incurred costs consistent with this Agreement, along with receipt of 
status reports due under Section 2.9 above. 

(4)  The Recipient agrees that it will not request disbursement for any Project Cost until such 
cost has been incurred and is currently due and payable by the Recipient, although the 
actual payment of such cost by the Recipient is not required as a condition of disbursement 
request. 

(5)  Recipient shall spend Project Funds within 30 days of receipt.  Any interest earned on 
Project Funds shall be reported to the State Water Board and may be required to be 
returned to the State Water Board or deducted from future disbursements. 

(6)  [reserved]   

(7)  Notwithstanding any other provision of this Agreement, no disbursement shall be required at 
any time or in any manner which is in violation of or in conflict with federal or state laws, 
policies, or regulations. 

(b) The State Water Board's obligation to disburse Project Funds is contingent upon the availability 
of sufficient funds to permit the disbursements provided for herein.  If sufficient funds are not 
available for any reason, including but not limited to failure of the federal or State government to 
appropriate funds necessary for disbursement of Project Funds, the State Water Board shall not 
be obligated to make any disbursements to the Recipient under this Agreement. This provision 
shall be construed as a condition precedent to the obligation of the State Water Board to make 
any disbursements under this Agreement. Nothing in this Agreement shall be construed to 
provide the Recipient with a right of priority for disbursement over any other agency.  If any 
disbursements due the Recipient under this contract are deferred because sufficient funds are 
unavailable, such disbursement will be made to the Recipient when sufficient funds do become 
available. 

3.6 Withholding of Disbursements. 

(a) The State Water Board may withhold all or any portion of the funds provided for by this 
Agreement in the event that: 

(1)  The Recipient has materially violated, or threatens to materially violate, any term, provision, 
condition, or commitment of this Agreement;  
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(2)  The Recipient fails to maintain reasonable progress toward completion of the Project; or 

(3)  The Recipient fails to comply with section 5103 of the Water Code, where applicable. 
 

(b) For the purposes of this section, the terms “material violation” or “threat of material violation” 
include, but are not limited to: 

(1) Placement on the ballot of an initiative to reduce revenues securing this Agreement; 

(2) Passage of such an initiative; 

(3) Successful challenges by ratepayer(s) to process used by Recipient to set, dedicate, or 
otherwise secure revenues used for securing this Agreement; or 

(4) Any other action or lack of action that may be construed as a material violation or threat 
thereof. 

3.7 Pledge; Rates, Fees and Charges; Additional Debt. 

(a) Establishment of Enterprise Fund and Reserve Fund.  In order to carry out its System 
Obligations, including the Obligation, the Recipient agrees and covenants that it shall establish 
and maintain or shall have established and maintained the Enterprise Fund.  All Revenues 
received shall be deposited when and as received in trust in the Enterprise Fund.  This 
requirement applies to Recipients that are public agencies.  To the extent required in Exhibit D 
of this Agreement, the Recipient agrees to establish and maintain a reserve fund. 

(b) Pledge of Net Revenues, Enterprise Fund, and Reserve Fund.  The Obligation hereunder shall 
be secured by a lien on and pledge of the Enterprise Fund, Net Revenues, and any Reserve 
Fund specified in Exhibit D in priority as specified in Exhibit F.  The Recipient hereby pledges 
and grants such lien on and pledge of the Enterprise Fund, Net Revenues, and any Reserve 
Fund specified in Exhibit D to secure the Obligation, including payment of Installment Payments 
and Additional Payments hereunder.  The Net Revenues in the Enterprise Fund shall be subject 
to the lien of such pledge without any physical delivery thereof or further act, and the lien of 
such pledge shall be valid and binding as against all parties having claims of any kind in tort, 
contract, or otherwise against the Recipient. 

(c) Application and Purpose of the Enterprise Fund.  Subject to the provisions of any outstanding 
System Obligations, money on deposit in the Enterprise Fund shall be applied and used first, to 
pay Operations and Maintenance Costs, and thereafter, all amounts due and payable with 
respect to the System Obligations.  After making all payments hereinabove required to be made 
in each Fiscal Year, the Recipient may expend in such Fiscal Year any remaining money in the 
Enterprise Fund for any lawful purpose of the Recipient, including payment of subordinate debt. 
 This requirement applies to Recipients that are public agencies. 

(d)  Rates, Fees and Charges.  The Recipient agrees, to the extent permitted by law, to fix, 
prescribe and collect rates, fees and charges for the System during each Fiscal Year which are 
reasonable, fair and nondiscriminatory and which will be at least sufficient to yield during each 
Fiscal Year Net Revenues equal to the debt service on System Obligations, including the 
Obligation, for such Fiscal Year, plus any coverage ratio specified in Exhibit D of this 
Agreement.  The Recipient may make adjustments from time to time in such fees and charges 
and may make such classification thereof as it deems necessary, but shall not reduce the rates, 
fees and charges then in effect unless the Net Revenues from such reduced rates, fees and 
charges will at all times be sufficient to meet the requirements of this section.  The Recipient 
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agrees to promptly challenge any initiative that would impair the Obligation pursuant to Section 
2.13.  This requirement applies to Recipients that are public agencies. 

 
(e) Additional Debt Test. The Recipient’s future debt may not be senior to CWSRF debt.  The 

Recipient’s future local debt may be on parity with the CWSRF debt if the following conditions 
are met: 

(1)  The Recipient’s net revenues pledged to pay all senior debts relying on the pledged revenue 
source are at least 1.2 times the highest year’s debt service and net revenues pledged to 
pay all debts are at least 1.1 times the highest year’s debt service; and 

 
(2)  One of the following conditions is met: 

 
(A) The Recipient’s proposed parity Additional Obligation is rated “A,” or higher, by at least 

two nationally recognized rating agencies; or 
 

(B) The Recipient is a disadvantaged community and the Division determines that it would 
be economically burdensome for the agency to obtain nationally recognized ratings for 
its parity debt; or 
 

(C) The Recipient is a disadvantaged community and the Division determines that requiring 
the proposed Additional Obligations to be subordinate to the Recipient’s Obligations 
hereunder will unduly restrict the Recipients from obtaining future system debt 
necessary for water quality improvements. 

 
3.8 Financial Management System and Standards. 

The Recipient agrees to comply with federal standards for financial management systems. The Recipient 
agrees that, at a minimum, its fiscal control and accounting procedures will be sufficient to permit 
preparation of reports required by the federal government and tracking of Project funds to a level of 
expenditure adequate to establish that such funds have not been used in violation of federal or state law 
or the terms of this Agreement.  To the extent applicable, the Recipient agrees to be bound by, and to 
comply with, the provisions and requirements of the federal Single Audit Act of 1984, Office of 
Management and Budget (OMB) Circular No. A-133, and updates or revisions, thereto.  (Pub. L. 98-502.) 
 
3.9 Accounting and Auditing Standards. 

The Recipient will maintain separate Project accounts in accordance with generally accepted accounting 
principles.  The Recipient shall comply with "Standards for Audit of Governmental Organizations, 
Programs, Activities and Functions" promulgated by the U.S. General Accounting Office.  (40 CFR § 
35.3135, subd. (I).) 
 
3.10 Federal or State Assistance. 

If federal or state funding for Project Costs is made available to the Recipient from sources other than the 
CWSRF, the Recipient may retain such funding up to an amount which equals the Recipient's local share 
of Project Costs. To the extent allowed by requirements of other funding sources, any funding received in 
excess of the Recipient's local share, not to exceed the total amount of the CWSRF financing assistance, 
shall be remitted to the State Water Board to be applied to Installment Payments due hereunder. 
 

ARTICLE IV     TAX COVENANTS 
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4.1 Governmental Unit. 

The Recipient is a state or local governmental unit as defined in Section 1.103-1 of the Treasury 
Regulations or an instrumentality thereof (a "Governmental Unit") and is not the federal government or any 
agency or instrumentality thereof.  The Recipient exclusively owns and, except as provided in Section 4.7 
hereof, operates the Project. 
 
4.2 Temporary Period. 

The Recipient reasonably expects that at least eighty-five percent (85%) of the Project Funds will be 
allocated to expenditures for the Project within three (3) years of the earlier of the effective date of this 
Agreement or the date the Bonds are issued ("Applicable Date").  The Recipient has incurred, or 
reasonably expects that it will incur within six (6) months of the Applicable Date, a substantial binding 
obligation (i.e., not subject to contingencies within the control of the Recipient or a related party) to a third 
party to expend at least five percent (5%) of the Project Funds on the costs of the Project.  The completion 
of acquisition, construction, improvement and equipping of the Project and the allocation of Project Funds 
to expenditures for the Project will proceed with due diligence. 
 
4.3 Working Capital. 

No operational expenditures of the Recipient or any related entity are being, have been or will be financed 
or refinanced with Project Funds. 
 
4.4 Expenditure of Proceeds. 

Project Funds shall be used exclusively for the following purposes: (i) architectural, engineering, 
surveying, soil testing, and similar costs paid with respect to the Project incurred prior to the 
commencement of construction and in an aggregate amount not exceeding twenty percent (20%) of the 
Project Funds,  (ii) capital expenditures relating to the Project originally paid by the Recipient on or after 
the date hereof, (iii) interest on the Obligation through the later of three (3) years after the Applicable Date 
or one (1) year after the Project is placed in service, and (iv) initial operating expenses directly associated 
with the Project in the aggregate amount not more than five percent (5%) of the  Project Funds. 
 
4.5 Private Use and Private Payments. 

None of the Project Funds or the Project are, have been or will be used in the aggregate for any activities 
that constitute a Private Use (as defined below).  None of the principal of or interest with respect to the 
Installment Payments will be secured by any interest in property (whether or not the Project) used for a 
Private Use or in payments in respect of property used for a Private Use, or will be derived from payments 
in respect of property used for a Private Use.  "Private Use" means any activity that constitutes a trade or 
business that is carried on by persons or entities, other than a Governmental Unit.  The leasing of the 
Project or the access by or the use of a person or entity other than a Governmental Unit on a basis other 
than as a member of the general public shall constitute a Private Use. 
 
4.6 No Disproportionate or Unrelated Use. 

None of the Project Funds or the Project are, have been, or will be used for a Private Use that is unrelated 
or disproportionate to the governmental use of the Project Funds. 
 
4.7 Management and Service Contracts. 

With respect to management and service contracts, the determination of whether a particular use 
constitutes Private Use shall be determined on the basis of applying Section 1.141-3(b)(4) of the Treasury 
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Regulations, Revenue Procedure 97-13, and other applicable rules and regulations.  As of the date 
hereof, none of the Project Funds or the Project are being used to provide property subject to contracts or 
other arrangements with persons or entities engaged in a trade or business (other than Governmental 
Units) that involve the management of property or the provision of services that do not comply with the 
standards of the Treasury Regulations and Revenue Procedure 97-13. 
 
Except to the extent the Recipient has received an opinion of counsel expert in the issuance of state and 
local government bonds the interest on which is excluded from gross income under Section 103 of the 
Code ("Nationally-Recognized Bond Counsel") and satisfactory to the State Water Board and the Bank to 
the contrary, the Recipient will not enter into any management or service contracts with any person or 
entity that is not a Governmental Unit for services to be provided with respect to the Project except with 
respect to contracts where the following requirements are complied with:  (i) the compensation is 
reasonable for the services rendered; (ii) the compensation is not based, in whole or in part, on a share of 
net profits from the operation of the Project; (iii) not more than twenty percent (20%) of the voting power of 
the Recipient in the aggregate may be vested in the service provider and its directors, officers, 
shareholders, and employees and vice versa; (iv) any overlapping board members between the Recipient 
and the service provider must not include the chief executive officer or executive director of either, or their 
respective governing bodies; and (v): 
 

(a) At least ninety-five percent (95%) of the compensation for services for each annual period 
during the term of the contract is based on a periodic fixed fee which is a stated dollar amount 
for services rendered for a specified period of time.  The stated dollar amount may automatically 
increase according to a specified objective external standard that is not linked to the output or 
efficiency of a facility, e.g., the Consumer Price Index and similar external indices that track 
increases in prices in an area or increases in revenues or costs in an industry are objective 
external standards.  A fee shall not fail to qualify as a periodic fixed fee as a result of a one (1) 
time incentive award during the term of the contract under which compensation automatically 
increases when a gross revenue or expense target (but not both) is reached if that award is a 
single stated dollar amount.  The term of the contract, including all renewal options, must not 
exceed the lesser of eighty percent (80%) of the reasonably expected useful life of the financed 
property and fifteen (15) years (twenty (20) years for "public utility property" within the meaning 
of Section 168(i)(10) of the Code); 

(b)   At least eighty percent (80%) of the compensation for services for each annual period during 
the term of the contract is based on a periodic fixed fee.  The term of the contract, including all 
renewal options, must not exceed the lesser of eighty percent (80%) of the reasonably expected 
useful life of the financed property and ten (10) years.  A one (1) time incentive award during the 
term of the contract similar to the award described in subsection (a) above is permitted under 
this option as well; 

(c)   At least fifty percent (50%) of the compensation for services for each annual period during the 
term of the contract is based on a periodic fixed fee or all of the compensation for services is 
based on a capitation fee or combination of a periodic fixed fee and a capitation fee.  A 
capitation fee is a fixed periodic amount for each person for whom the service provider or the 
Recipient assumes the responsibility to provide all needed services for a specified period so 
long as the quantity and type of services actually provided to covered persons vary substantially; 
e.g., a fixed dollar amount payable per month to a service provider for each member of a plan 
for whom the provider agrees to provide all needed services for a specified period.  A capitation 
fee may include a variable component of up to twenty percent (20%) of the total capitation fee 
designed to protect the service provider against risks such as catastrophic loss.  The term of the 
contract, including all renewal options, must not exceed five (5) years.  The contract must be 
terminable by the Recipient on reasonable notice without penalty or cause, at the end of the 
third year of the contract; 
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(d) All of the compensation for services is based on a per-unit fee or a combination of a per-unit fee 
and a periodic fee.  A per-unit fee is defined to mean a fee based on a unit of service provided 
as specified in the contract or otherwise specifically determined by an independent third party, 
such as the administrator of the program or the Recipient; e.g., a stated dollar amount for each 
specified procedure performed, car parked or passenger mile is a per-unit fee.  The term of the 
contract, including all renewal options, must not exceed three (3) years.  The contract must be 
terminable by the Recipient on reasonable notice, without penalty or cause, at the end of the 
second year of the contract term; or 

(e) All of the compensation for services is based on a percentage of fees charged or a combination 
of a per-unit fee and a percentage of revenue or expense fee. During the start up period, 
however, compensation may be based on a percentage of gross revenues, adjusted gross 
revenues, or expenses of a facility.  The term of the contract, including renewal options, must 
not exceed two (2) years.  The contract must be terminable by the Recipient on reasonable 
notice without penalty or cause, at the end of the first year.  This type of contract is permissible 
only with respect to contracts under which the service provider primarily provides services to 
third parties, and management contracts involving a facility during an initial start-up period for 
which there have been insufficient operations to establish a reasonable estimate of the amount 
of the annual gross revenues and expenses (e.g., a contract for general management services 
for the first year of the operations). 

 If the compensation terms of a management or service contract are materially revised, the 
requirements for compensation terms must be retested as of the date of the material revision 
and the management or service contract is treated as one that was newly entered into as of the 
date of the material revision. 

 A renewal option, for purposes of the foregoing, is defined to mean a provision under which the 
service provider has a legally enforceable right to renew the contract.  Thus, for example, a 
provision under which a contract is automatically renewed for one (1) year periods absent 
cancellation by either party is not a renewal option, even if it is expected to be renewed. 

 A cancellation penalty is defined to include a limitation on the Recipient's ability to compete with 
the service provider, a requirement that the Recipient purchase equipment, goods, or services 
from the service provider, and a requirement that the Recipient pay liquidated damages for 
cancellation of the contract; in comparison, a requirement effective on cancellation that the 
Recipient reimburse the service provider for ordinary and necessary expenses or a restriction 
against the Recipient hiring key personnel of the service provider is generally not a contract 
termination penalty.  Another contract between the service provider and the Recipient, such as 
an Installment Sale Agreement or guarantee by the service provider, is treated as creating a 
contract termination penalty if that contract contains terms that are not customary or arm's 
length, that could operate to prevent the Recipient from terminating the contract (e.g., provisions 
under which the contract terminates if the management contract is terminated or that places 
substantial restrictions on the selection of a substitute service provider). 

 The service provider must not have any role or relationship with the Recipient, that, in effect, 
substantially limits the Recipient's ability to exercise its rights, including cancellation rights, 
under the contract, based on all the facts and circumstances. 

4.8 No Disposition of Financed Property. 

The Recipient does not expect to sell or otherwise dispose of any portion of the Project, in whole or in part, 
prior to the final maturity date of the Obligation. 
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4.9 Useful Life of Project. 

The economic useful life of the Project, commencing at Project Completion, is at least equal to the term of 
this Agreement, as set forth on Exhibit B hereto. 
 
4.10 Installment Payments. 

Installment Payments generally are expected to be derived from current revenues of the Recipient in each 
year, and current revenues are expected to equal or exceed debt service on the Obligation during each 
payment period. 
 
4.11 No Other Replacement Proceeds. 

The Recipient will not use any of the Project Funds to replace funds of the Recipient which are or will be 
used to acquire investment property reasonably expected to produce a yield that is materially higher than 
the yield on the Bonds. 
 
4.12 Reimbursement Resolution. 

Incorporated by reference, pursuant to Exhibit A. 
 
4.13 Change in Use. 

The Recipient reasonably expects to use all Project Funds and the Project for the entire stated term to 
maturity of the Obligation.  Absent an opinion of Nationally-Recognized Bond Counsel to the effect that 
such use of Project Funds will not adversely affect the exclusion from federal gross income of interest on 
the Bonds pursuant to Section 103 of the Code, the Recipient will use the property financed or refinanced 
with Project Funds solely as set forth in the Agreement. 
 
4.14 No Federal Guarantee. 

The Recipient will not directly or indirectly use any of the Project Funds that would cause the Bonds to be 
"federally guaranteed" within the meaning of Section 149(b) of the Code. 
 
4.15 No Notices or Inquiries From IRS. 

Within the last 10 years, the Recipient has not received any notice of a final action of the Internal Revenue 
Service that determines that interest paid or payable on any debt obligation of the Recipient is or was 
includable in the gross income of an owner or beneficial owner thereof for federal income tax purposes 
under the Code. 
 
4.16 Amendments; Application. 

The provisions in this Article may be amended or supplemented at any time to reflect changes in the Code 
upon obtaining an opinion of Nationally-Recognized Bond Counsel that such amendment will not 
adversely affect the exclusion from federal gross income of interest on the Bonds pursuant to Section 103 
of the Code.  The provisions in this Article shall apply to a Recipient only if any portion of the Project 
Funds is derived from proceeds of Bonds. 
 
4.17 Reasonable Expectations. 

The Recipient warrants that, to the best of its knowledge, information and belief, and based on the facts 
and estimates as set forth in the tax covenants in this Article, the expectations of the Recipient as set forth 
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in this Article are reasonable.  The Recipient is not aware of any facts or circumstances that would cause 
it to question the accuracy or reasonableness of any representation made in the provisions in this Article. 
 

ARTICLE V     MISCELLANEOUS PROVISIONS 
 
5.1 Covenants. 

(a) Tax Covenant. Notwithstanding any other provision hereof, the Recipient covenants and agrees 
that it will comply with the Tax Covenants set forth in Article IV attached hereto if any portion of 
the Project Funds is derived from proceeds of Bonds. 

(b) Disclosure of Financial Information, Operating Data, and Other Information.  The Recipient 
covenants to furnish certain financial and operating data pertaining to the Recipient that may be 
required to either: (i) enable the State Water Board to secure an Indenture in connection with 
this Agreement and issue any Bonds; or (ii) enable any underwriter to comply with Rule 15c2-
12(b)(5) of the Securities and Exchange Commission.  The Recipient further covenants to 
provide the State Water Board with copies of all continuing disclosure reports concerning the 
Recipient required by the terms of any financing other than this Agreement, including reports 
required to be filed in order to comply with Rule 10b-5, and to send such reports to the State 
Water Board at the same time such reports are sent to any dissemination agent, trustee, 
nationally recognized municipal securities information repository or other person.   

5.2 Assignability. 

The Recipient agrees and consents to any pledge, sale, or assignment to the Bank or a trustee for the 
benefit of the owners of the Bonds, if any, at any time of any portion of the State Water Board's estate, 
right, title, and interest and claim in, to and under this Agreement and the right to make all related waivers 
and agreements in the name and on behalf of the State Water Board, as agent and attorney-in-fact, and to 
perform all other related acts which are necessary and appropriate under this Agreement, if any, and the 
State Water Board's estate, right, title, and interest and claim in, to and under this Agreement to 
Installment Payments (but excluding the State Water Board's rights to Additional Payments and to notices, 
opinions and indemnification under each Obligation).  This Agreement is not assignable by the Recipient, 
either in whole or in part, without the consent of the State Water Board in the form of a formal written 
amendment to this Agreement. 
 
5.3 State Reviews and Indemnification. 

The parties agree that review or approval of Project plans and specifications by the State Water Board is 
for administrative purposes only and does not relieve the Recipient of its responsibility to properly plan, 
design, construct, operate, and maintain the Project.  To the extent permitted by law, the Recipient agrees 
to indemnify, defend, and hold harmless the State Water Board, the Bank, and any trustee, and their 
officers, employees, and agents for the Bonds, if any (collectively, "Indemnified Persons"), against any 
loss or liability arising out of any claim or action brought against any Indemnified Persons from and against 
any and all losses, claims, damages, liabilities, or expenses, of every conceivable kind, character, and 
nature whatsoever arising out of, resulting from, or in any way connected with (1) the System or the 
Project or the conditions, occupancy, use, possession, conduct, or management of, work done in or about, 
or the planning, design, acquisition, installation, or construction, of the System or the Project or any part 
thereof; (2) the carrying out of any of the transactions contemplated by this Agreement or any related 
document; (3) any violation of any applicable law, rule or regulation, any environmental law (including, 
without limitation, the Federal Comprehensive Environmental Response, Compensation and Liability Act, 
the Resource Conservation and Recovery Act, the California Hazardous Substance Account Act, the 
Federal Water Pollution Control Act, the Clean Air Act, the Toxic Substances Control Act, the 
Occupational Safety and Health Act, the Safe Drinking Water Act, the California Hazardous Waste Control 
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Law, and California Water Code Section 13304, and any successors to said laws), rule or regulation or the 
release of any toxic substance on or near the System; or (4) any untrue statement or alleged untrue 
statement of any material fact or omission or alleged omission to state a material fact necessary to make 
the statements required to be stated therein, in light of the circumstances under which they were made, 
not misleading with respect to any information provided by the Recipient for use in any disclosure 
document utilized in connection with any of the transactions contemplated by this Agreement.  To the 
fullest extent permitted by law, the Recipient agrees to pay and discharge any judgment or award entered 
or made against Indemnified Persons with respect to any such claim or action, and any settlement, 
compromise or other voluntary resolution.  The provisions of this section shall survive the discharge of the 
Recipient's Obligation hereunder. 
 
5.4 Termination; Immediate Repayment; Interest. 

(a) This Agreement may be terminated by written notice during construction of the Project, or 
thereafter at any time prior to complete repayment by the Recipient, at the option of the State 
Water Board, upon violation by the Recipient of any material provision of this Agreement after 
such violation has been called to the attention of the Recipient and after failure of the Recipient 
to bring itself into compliance with the provisions of this Agreement within a reasonable time as 
established by the Division. 

(b) In the event of such termination, the Recipient agrees, upon demand, to immediately repay to 
the State Water Board an amount equal to Installment Payments due hereunder, including 
accrued interest, and all penalty assessments due.  In the event of termination, interest shall 
accrue on all amounts due at the highest legal rate of interest from the date that notice of 
termination is mailed to the Recipient to the date of full repayment by the Recipient. 

(c)  Where the Recipient is a private entity that has been determined to have violated an applicable 
prohibition in the Prohibition Statement below or has an employee who is determined by USEPA 
to have violated an applicable prohibition in the Prohibition Statement below that is either  
associated with performance under this aware or imputed to the Recipient using the standards 
and due process for imputing the conduct of an individual to an organization pursuant to 2 CFR 
Part 180, the Recipient acknowledges and agrees that this Obligation may become immediately 
due and payable and that penalties up to $175 million may be due by the Recipient to the State 
Water Board, in addition to any other criminal or civil penalties that may become due.  The 
Recipient, its employees, its contractors, and any subrecipients or subcontractors may not 
engage in trafficking in persons, procure a commercial sex act, or use forced labor. 

 
5.5 Income Restrictions. 

The Recipient agrees that any refunds, rebates, credits, or other amounts (including any interest thereon) 
accruing to or received by the Recipient under this Agreement shall be paid by the Recipient to the State, 
to the extent that they are properly allocable to costs for which the Recipient has been reimbursed by the 
State under this Agreement. 
 
5.6 Prevailing Wages. 

The Recipient agrees to be bound by all the provisions of State Labor Code Section 1771 regarding 
prevailing wages.  The Recipient shall monitor all agreements subject to reimbursement from this 
Agreement to assure that the prevailing wage provisions of State Labor Code Section 1771 are being met. 
 
5.7 Timeliness. 

Time is of the essence in this Agreement.  
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5.8 Governing Law. 

This contract is governed by and shall be interpreted in accordance with the laws of the State of California. 
 
5.9 Amendment. 

No amendment or variation of the terms of this Agreement shall be valid unless made in writing, signed by 
the parties and approved as required. No oral understanding or agreement not incorporated in this 
Agreement is binding on any of the parties. 
 
5.10 Bonding. 

Where contractors are used, the Recipient shall not authorize construction to begin until each contractor 
has furnished a performance bond in favor of the Recipient in the following amounts: faithful performance 
(100%) of contract value; labor and materials (100%) of contract value.  This requirement shall not apply 
to any contract for less than $20,000.00. 
 
5.11 Compliance with Law, Regulations, etc. 

(a)  The Recipient agrees that it will, at all times, comply with and require its contractors and 
subcontractors to comply with all applicable federal and state laws, rules, guidelines, 
regulations, and requirements. Without limitation of the foregoing, the Recipient agrees that, to 
the extent applicable, the Recipient will: 

(1)  Comply with the provisions of the adopted environmental mitigation plan for the term of this 
Agreement; 

(2)  Comply with the State Water Board's "Policy for Implementing the State Revolving Fund for 
Construction of Wastewater Treatment Facilities", as amended from time to time; 

(3)  Comply with and require its contractors and subcontractors on the Project to comply with 
federal DBE requirements; and 

(4)  Comply with and require its contractors and subcontractors to comply with the list of federal 
laws certified to by the Recipient. 

5.12 Conflict of Interest. 

The Recipient certifies that it is in compliance with applicable state and/or federal conflict of interest laws. 
 
5.13 Damages for Breach Affecting Tax Exempt Status or Federal Compliance 

In the event that any breach of any of the provisions of this Agreement by the Recipient shall result in the 
loss of tax exempt status for any state bonds, or if such breach shall result in an obligation on the part of 
the State to reimburse the federal government by reason of any arbitrage profits, the Recipient shall 
immediately reimburse the state in an amount equal to any damages paid by or loss incurred by the state 
due to such breach. 
 
In the event that any breach of any of the provisions of this Agreement by the Recipient shall result in the 
failure of Project Funds to be used pursuant to the provisions of this Agreement, or if such breach shall 
result in an obligation on the part of the State to reimburse the federal government, the Recipient shall 
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immediately reimburse the State in an amount equal to any damages paid by or loss incurred by the State 
due to such breach. 
 
5.14 Disputes. 

(a)   Any dispute arising under this Agreement which is not otherwise disposed of by agreement 
shall be decided by the Division Deputy Director, or his or her authorized representative. The 
decision shall be reduced to writing and a copy thereof furnished to the Recipient and to the 
State Water Board's Executive Director. The decision of the Division shall be final and 
conclusive unless, within thirty (30) calendar days after mailing of the Division decision to the 
Recipient, the Recipient mails or otherwise furnishes a written appeal of the decision to the 
State Water Board's Executive Director. The decision of the State Water Board's Executive 
Director shall be final and conclusive unless determined by a court of competent jurisdiction to 
have been fraudulent, or capricious, or arbitrary, or so grossly erroneous as necessarily to imply 
bad faith, or not supported by substantial evidence. In connection with any appeal under this 
clause, the Recipient shall be afforded an opportunity to be heard and to offer evidence in 
support of its appeal. Pending final decision of a dispute hereunder, the Recipient shall continue 
to fulfill and comply with all the terms, provisions, commitments, and requirements of this 
Agreement. 

(b)   This clause does not preclude consideration of legal questions, provided that nothing herein 
shall be construed to make final the decision of the State Water Board, or any official or 
representative thereof, on any question of law. 

(c)   Recipient shall continue with the responsibilities under this Agreement during any dispute. 

5.15 Independent Actor. 

The Recipient, and its agents and employees, if any, in the performance of this Agreement, shall act in an 
independent capacity and not as officers, employees, or agents of the State Water Board. 
 
5.16 Non-Discrimination Clause. 

(a)    During the performance of this Agreement, Recipient and its contractors and subcontractors 
shall not unlawfully discriminate, harass, or allow harassment against any employee or applicant 
for employment because of sex, race, color, ancestry, religious creed, national origin, sexual 
orientation, physical disability (including HIV and AIDS), mental disability, medical condition 
(cancer), age (over 40), marital status, and denial of family care leave.  

(b)  The Recipient, its contractors, and subcontractors shall insure that the evaluation and treatment 
of their employees and applicants for employment are free from such discrimination and 
harassment.  

(c)  The Recipient, its contractors, and subcontractors shall comply with the provisions of the Fair 
Employment and Housing Act and the applicable regulations promulgated thereunder. (Gov. 
Code, §12990, subds. (a)-(f) et seq.; Cal. Code Regs., tit. 2, § 7285 et seq.)  Such regulations 
are incorporated into this Agreement by reference and made a part hereof as if set forth in full.  

(d)  The Recipient, its contractors, and subcontractors shall give written notice of their obligations 
under this clause to labor organizations with which they have a collective bargaining or other 
Agreement. 
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(e)  The Recipient shall include the nondiscrimination and compliance provisions of this clause in all 
subcontracts to perform work under the Agreement. 

5.17 No Third Party Rights. 

The parties to this Agreement do not create rights in, or grant remedies to, any third party as a beneficiary 
of this Agreement, or of any duty, covenant, obligation, or undertaking established herein. 
 
5.18 Operation and Maintenance; Insurance. 

The Recipient agrees to sufficiently and properly staff, operate and maintain all portions of the Project 
during its useful life in accordance with all applicable state and federal laws, rules and regulations.  
 
The Recipient will procure and maintain or cause to be maintained insurance on the System with 
responsible insurers, or as part of a reasonable system of self-insurance, in such amounts and against 
such risks (including damage to or destruction of the System) as are usually covered in connection with 
systems similar to the System.  Such insurance may be maintained by the maintenance of a self-
insurance plan so long as any such plan provides for (i) the establishment by the Recipient of a separate 
segregated self-insurance fund funded in an amount determined (initially and on at least an annual basis) 
by an independent insurance consultant experienced in the field of risk management employing accepted 
actuarial techniques and (ii) the establishment and maintenance of a claims processing and risk 
management program. 
 
In the event of any damage to or destruction of the System caused by the perils covered by such 
insurance, the net proceeds thereof shall be applied to the reconstruction, repair or replacement of the 
damaged or destroyed portion of the System.  The Recipient shall begin such reconstruction, repair or 
replacement as expeditiously as possible, and shall pay out of such net proceeds all costs and expenses 
in connection with such reconstruction, repair or replacement so that the same shall be completed and the 
System shall be free and clear of all claims and liens.  If such net proceeds are insufficient to enable the 
Recipient to pay all remaining unpaid principal portions of the Installment Payments, the Recipient shall 
provide additional funds to restore or replace the damaged portions of the System.  
 
5.19 Permits, Subcontracting, and Remedies. 

The Recipient shall comply in all material respects with all applicable federal, state and local laws, rules 
and regulations.  Recipient shall procure all permits, licenses and other authorizations necessary to 
accomplish the work contemplated in this Agreement, pay all charges and fees, and give all notices 
necessary and incidental to the due and lawful prosecution of the work.  Signed copies of any such 
permits or licenses shall be submitted to the Division before construction begins. 
 
Any subcontractors, outside associates, or consultants required by the Recipient in connection with the 
services covered by this Agreement shall be limited to such individuals or firms as were specifically 
identified and agreed to during negotiations for this Agreement, or as are specifically authorized by the 
State Water Board’s Project Representative during the performance of this Agreement.  Any substitutions 
in, or additions to, such subcontractors, associates, or consultants, shall be subject to the prior written 
approval of the State Water Board’s Project Representative. 
 
5.20 Recipient’s Responsibility for Work. 

The Recipient shall be responsible for all work and for persons or entities engaged in work performed 
pursuant to this Agreement, including, but not limited to, contractors, subcontractors, suppliers, and 
providers of services.  The Recipient shall be responsible for any and all disputes arising out of its 
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contracts for work on the Project.  The State Water Board will not mediate disputes between the Recipient 
and any other entity concerning responsibility for performance of work. 
 
5.21 Related Litigation. 

Under no circumstances may a Recipient use funds from any disbursement under this Agreement to pay 
costs associated with any litigation the Recipient pursues against the State Water Board or any Regional 
Water Board.  Regardless of the outcome of any such litigation, and notwithstanding any conflicting 
language in this Agreement, the Recipient agrees to complete the Project funded by this Agreement or to 
repay all of the disbursed funds plus interest. 
 
5.22 Rights in Data. 

The Recipient agrees that all data, plans, drawings, specifications, reports, computer programs, operating 
manuals, notes, and other written or graphic work produced in the performance of this Agreement are 
subject to the rights of the State as set forth in this section.  The State shall have the right to reproduce, 
publish, and use all such work, or any part thereof, in any manner and for any purposes whatsoever and to 
authorize others to do so.  If any such work is copyrightable, the Recipient may copyright the same, except 
that, as to any work which is copyrighted by the Recipient, the State reserves a royalty-free, nonexclusive, 
and irrevocable license to reproduce, publish, and use such work, or any part thereof, and to authorize 
others to do so, and to receive electronic copies from the Recipient upon request. (40 CFR 31.34, 31.36) 
 
5.23 State Water Board Action; Costs and Attorney Fees. 

The Recipient agrees that any remedy provided in this Agreement is in addition to and not in derogation of 
any other legal or equitable remedy available to the State Water Board as a result of breach of this 
Agreement by the Recipient, whether such breach occurs before or after completion of the Project, and 
exercise of any remedy provided by this Agreement by the State Water Board shall not preclude the State 
Water Board from pursuing any legal remedy or right which would otherwise be available.  In the event of 
litigation between the parties hereto arising from this Agreement, it is agreed that each party shall bear its 
own filing costs and attorney fees. 
 
5.24 Unenforceable Provision. 

In the event that any provision of this Agreement is unenforceable or held to be unenforceable, then the 
parties agree that all other provisions of this Agreement have force and effect and shall not be affected 
thereby. 
 
5.25 Useful Life. 

The economic useful life of the Project, commencing at Project Completion, is at least equal to the term of 
this Agreement, as set forth in Exhibit B hereto. 
 
5.26 Venue. 

The State Water Board and the Recipient hereby agree that any action arising out of this Agreement shall 
be filed and maintained in the Superior Court in and for the County of Sacramento, California. 
 
5.27 Waiver and Rights of the State Water Board. 

Any waiver of rights by the State Water Board with respect to a default or other matter arising under the 
Agreement at any time shall not be considered a waiver of rights with respect to any other default or 
matter. 
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Any rights and remedies of the State Water Board provided for in this Agreement are in addition to any 
other rights and remedies provided by law. 
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1. The Recipient agrees to start construction no later than the estimated date of July 17, 2013 

June 12, 2013.  

2. The estimated Completion of Construction date is hereby established as December 31, 2015 

August 11, 2017.   

3. The estimated Project Completion date is hereby established as December 31, 2015.   

4. The Recipient agrees to ensure that its final Request for Disbursement is received by the Division 

no later than June 30, 2016 six months after Completion of Construction, unless prior approval 
has been granted by the Division.  If the Recipient fails to do so, then the undisbursed balance of 
this Agreement will be deobligated. 

5. The Project, commonly known as Metropolitan Biosolids Center (MBC) Dewatering Centrifuge 
Replacement Project generally consists of replacing six of the eight existing Alfa Laval centrifuges. 
Six new Alfa Laval centrifuge units (Model G2-120), or its current equivalent, each with a processing 
capacity of 400 gallons per minute, will be installed within the centrifuge building, as more 
particularly described in the financial assistance application of the Recipient and the accepted plans 
and specifications for the Project, if any.   

6. Incorporated by reference into this Agreement are the following documents: 

 (a) the Facilities Plan Approval Letter of November 27, 2012; 

 (b) the Preliminary Funding Commitment of December 6, 2012; 

 (c) the Final Plans & Specification Request for Proposal (Revised June 2011) for Bid No. K-13-

5573-DB2-3 and Addenda Nos. 1, 2, 3, and 4 issued January 25, 2013, January 30, 2013, 

February 12, 2013, and February 21, 2013, respectively, which are the basis for the 
construction contract to be awarded by the Recipient (Agreement will be amended to 

incorporate such document) to J. R. Filanc Construction;  

(d) the Waste Discharge Requirement Order No.  R9-2009-0001 and National Pollution Discharge 
Elimination System Permit No. CA0107409;  

 (e) the Recipient’s Reimbursement Ordinance No. 0-20168 dated May 30, 2012; and 

(f) the Recipient’s Pledged Revenues and Funds Ordinance No. 0-20168 dated May 30, 2012. 

Any requirements in these documents shall be binding on the Recipient, except where specifically 
superseded by the terms of this Agreement.  
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Table 1:  Approved Construction Bid Amount 

CONTRACTOR AMOUNT BID APPROVED 
COSTS 

J.R. Filanc Construction $9,373,954 $8,948,954* 

 Excludes City Contingency which is included in Table 2, Item B. 
 
 

1 - BUDGET 
 
 
Table 2:  Approved Final Project Budget 

PROJECT COST TABLE 

TYPE OF WORK APPROVED BUDGET 

A. Construction
 

 

 J.R. Filanc Construction $8,948,954   

  

B. Change Order Contingency $425,000 

  

C. Allowances
 

 

     Planning $469,276 

     Design                      $230,666 

     Construction Management    $1,085,000 

     Administration                   $1,266,104 

  

Subtotal – C $3,051,046 

  

TOTAL (Subtotal A+B+C) $12,425,000 

Note:  Adjustments may be made between Line Items on the Final Disbursement. 

 
 

2 - PROJECT ELIGIBILITY DETERMINATION 
 
The Eligibility Determination and Conditions of Approval identified below are based on the review of: 
 

 Facilities Plan Approval (FPA) letter dated November 27, 2012; 

 Request for Proposal (Revised June 2011) for Bid No. K-13-5573-DB2-3 and its attachments 
received October 28, 2013; and 

 Addenda Nos. 1, 2, 3, and 4 issued January 25, 2013, January 30, 2013,  
February 12, 2013, and February 21, 2013, respectively. 
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The Eligibility Determination for the Bid Items shown in the Schedule of Values provided by the Recipient 
is as follows: 
 
Table 3:  Eligibility Determination Agreement 

Bid 
Item 

Description Percent Eligibility 

1 Bonds (Payment and Performance) 100% 

2 Engineering, Design, & Construction Support Services 100% 

3 Mobilization 100% 

4 Removal of Equipment 100% 

5 Dewatering Centrifuges 100% 

6 Supporting Equipment 100% 

7 Mechanical 100% 

8 Electrical 100% 

9 Instrumentation 100% 

10 City Contingency 0%* 

 
*Cost included as separate line Item B in the preceding Table 2 

 
Eligibility Determination Conditions of Approval 
 
1. Necessary insurance directly related to the Construction contract and extending throughout the period 

of the Construction contract will be eligible for CWSRF financing.  This includes builder risk insurance, 
public liability insurance, fire, and Project specific insurance. 

2. Earthquake insurance and “Act of God” insurance are ineligible for funding. 

3. Asphalt pavement, corresponding improvements, and excavation and refill materials due to trenching 
are limited to replacement of the trench width plus one foot on each side of the trench disturbed due to 
the Construction work of the subject contract only.  Full lane width paving or slurry seal is eligible only 
if required by Ordinance or Code. 

4. The cost of local permits and licenses other than those issued by the Recipient are eligible for 
CWSRF financing. 

5. The payment of Construction Change Orders will be held until the Final Disbursement request is 
processed.  The approved Change Order Contingency may not be increased above the approved 
Contingency shown in Table 2.  Any unclaimed Construction or Allowance costs may also be used 
toward Construction Change Orders.  The Change Order approval may not: (1) increase the 
maximum amount of the Financing Agreement based on Table 2 Approved Construction Budget, (2) 
increase the Term of the Financing Agreement, or (3) result in a substantial change in the Project 
Scope. 

6. Review of the P&S by the Division is conducted to determine eligibility and administrative compliance 
with the Policy.  Issuance of the FBA does not relieve the Recipient and the design engineer of their 
legal liability for the adequacy of the design. 
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3 – PROJECT COMPLETION 
 

Project Completion Report 
 
The Project Completion Report shall contain the following: 
 
1. A description of the Final constructed Project; 

 
2. A description of the Water Quality problem the Project sought to address; 

 
3. A discussion of the Project’s likelihood of successfully addressing that Water Quality problem in the 

future; and 
 

4. Summarize compliance with Environmental conditions, if applicable. 
 

Project Completion Reporting 
 

1. The Recipient must notify the appropriate Regional Water Board and the Division that its Project was 
completed by submitting a Project Completion Report to the Division with a copy to the Regional 
Water Board.  The Project Completion Report must be submitted on or before the due date 
established per Section XIII (B) (2) of the CWSRF Policy. 
 

2. The State Water Board expects the Recipient to prepare and send a timely and complete Report. The 
State Water Board may avail itself of any legal means to obtain this Report. (See Water Code §13267)
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EXHIBIT B – PROJECT FINANCING AMOUNT 

1.  Estimated Reasonable Cost.  The estimated reasonable cost of the total Project, including associated 

planning and design costs, is twelve million, four hundred twenty five thousand dollars and no cents 

($12,000,000.00)($12,425,000.00). 

2.  Project Funding.  Subject to the terms of this Agreement, the State Water Board agrees to provide 

Project Funds in the amount of twelve million, four hundred twenty five thousand dollars and no 

cents ($12,000,000.00)($12,425,000.00).   

3.  Repayment and Interest Rate.  The Recipient agrees to repay all Project Funds according to the 
schedule in Exhibit C at an interest rate of one and seven tenths percent (1.7%) per annum and an 
Administrative Service Charge of zero percent (0.0%) per annum.   

4.  The term of this agreement is from December 6, 2012 to December 31, 2035 August 11, 2037. 

5.  Budget costs are contained in the Project Cost Table, which is part of the Eligibility Determination 

Approval in Exhibit A.1A-FBA.  (This Agreement will be amended to incorporate such document.) 

6.  Preliminary budget costs are as follows:  

 Allowances (soft costs):   Planning $   10,000 
     Design  $ 142,000 
 
     Total  $ 152,000 

 
Construction costs and disbursements are not available until after this Agreement has been amended 
to incorporate the Approval of Award/Eligibility Determination Approval.   

Any construction expenses incurred by the Recipient prior to such amendment of this Agreement are at 
the Recipient’s risk.  Failure to begin construction according to the timelines set forth in Exhibit A will 
require the Recipient to repay to the State Water Board all disbursed Project Funds, including 
Allowances. 
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EXHIBIT C – CWSRF PAYMENT SCHEDULE 
 
 

See the attached preliminary CWSRF Payment Schedule dated December 7, 2012 July 9, 2014. The final 
CWSRF Payment Schedule will be forwarded to the Recipient after all disbursements have been paid and 
construction of the Project has been completed.  
 
 



Due 
Date

Principal 
Payment

Interest 
Rate %

Interest 
Payment

Total P and I
Payment

Total 
Payment

Ending 
Balance

Payment Schedule 20 Years
1.70000%

Principal is paid over:
Interest rate:

CPI 
Interest

MBC Dewatering Centrifuge Replacement Project

Project No. 7617-110 - San Diego, City of
Agreement: 12815 - based on Actual + Projected Disbursements

Date
Received

Ref
Num

8/11/2018 526,826.48 1.7 211,225.00 738,051.48 738,051.48 11,898,173.52 0.001
8/11/2019 535,782.53 1.7 202,268.95 738,051.48 738,051.48 11,362,390.99 0.002
8/11/2020 544,890.83 1.7 193,160.65 738,051.48 738,051.48 10,817,500.16 0.003
8/11/2021 554,153.98 1.7 183,897.50 738,051.48 738,051.48 10,263,346.18 0.004
8/11/2022 563,574.59 1.7 174,476.89 738,051.48 738,051.48 9,699,771.59 0.005
8/11/2023 573,155.36 1.7 164,896.12 738,051.48 738,051.48 9,126,616.23 0.006
8/11/2024 582,899.00 1.7 155,152.48 738,051.48 738,051.48 8,543,717.23 0.007
8/11/2025 592,808.29 1.7 145,243.19 738,051.48 738,051.48 7,950,908.94 0.008
8/11/2026 602,886.03 1.7 135,165.45 738,051.48 738,051.48 7,348,022.91 0.009
8/11/2027 613,135.09 1.7 124,916.39 738,051.48 738,051.48 6,734,887.82 0.0010
8/11/2028 623,558.39 1.7 114,493.09 738,051.48 738,051.48 6,111,329.43 0.0011
8/11/2029 634,158.88 1.7 103,892.60 738,051.48 738,051.48 5,477,170.55 0.0012
8/11/2030 644,939.58 1.7 93,111.90 738,051.48 738,051.48 4,832,230.97 0.0013
8/11/2031 655,903.55 1.7 82,147.93 738,051.48 738,051.48 4,176,327.42 0.0014
8/11/2032 667,053.91 1.7 70,997.57 738,051.48 738,051.48 3,509,273.51 0.0015
8/11/2033 678,393.83 1.7 59,657.65 738,051.48 738,051.48 2,830,879.68 0.0016
8/11/2034 689,926.53 1.7 48,124.95 738,051.48 738,051.48 2,140,953.15 0.0017
8/11/2035 701,655.28 1.7 36,396.20 738,051.48 738,051.48 1,439,297.87 0.0018
8/11/2036 713,583.42 1.7 24,468.06 738,051.48 738,051.48 725,714.45 0.0019
8/11/2037 725,714.45 1.7 12,337.15 738,051.60 738,051.60 0.00 0.0020

12,425,000.00 2,336,029.72 14,761,029.72 14,761,029.72 0.00

7/9/2014
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Financial Special Conditions as follows: 
 

 Notwithstanding the provisions of Section 3.7(d), the Recipient shall covenant to establish rates and 
charges in amounts sufficient to generate net revenues equal to at least 1.20 times the total annual 
debt service.   

 

 The Recipient shall establish a restricted reserve fund, held in the Wastewater Enterprise Fund, equal 
to one year’s debt service prior to the construction completion date of the project.  The reserve fund 
shall be maintained for the full term of the Finance Agreement and shall be subject to lien and pledge 
as security for the Obligation. 

 

 The Recipient hereby agrees that the obligation incurred hereby is, and shall be treated by the 
Recipient as, a Parity Obligation under the Master Installment Purchase Agreement dated as of 
September 1, 1993, as amended. 

 

 The Recipient must submit an opinion from counsel stating that the Recipient has sufficient property 
rights in the land used for all portions of the Projects to enable it to access, construct, operate, 
maintain and allow for outside inspections of the Projects throughout the useful life of the Projects 
and/or the CWSRF financing term, whichever period is longer. The Division will not execute the final 
financing agreement or disburse funds for construction until the City provides this legal opinion. 

  

 The Recipient agrees and acknowledges that a lease termination by the Navy may result in a 

material breach of this Agreement.  The Recipient must submit to the Division a copy of the 

settlement agreement with the Navy promptly after the settlement agreement has been 

finalized.
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Except for the following and the Obligation evidenced by this Agreement, the Recipient certifies that it has 
no outstanding System Obligations and that it is in compliance with all applicable additional debt 
provisions of the following: 
 
The following outstanding debt is senior to the Obligation: 
 

Title Interest 
Rate 

Total Amount Amount Remaining End Date 

Not Applicable     

     

     

     

     

 
The following outstanding debt is on parity with the Obligation: 

Title Interest 
Rate 

Total Amount Amount Remaining End Date 

Public Offering Sewer 
Revenue Bonds Series 
2009A 

Various $453,775,000 $439,890,000 05/15/2039 

Public Offering Sewer 
Revenue Refunding 
Bonds Series 2009B 

Various $634,940,000 $562,885,000 05/15/2025 

Public Offering Sewer 
Revenue Refunding 
Bonds Series 2010A 

Various $161,930,000 $161,930,000 05/15/2029 

CWSRF C-06-4395-110 2.7% $29,961,425 $29,961,425 12/17/2033 

10/30/2034 

CWSRF C-06-4905-110 2.2% $23,695,095 $23,695,095 

$19,933,009.74 

06/20/2033 

CWSRF C-06-4905-120 2.2% $5,733,542 $5733,542 

$2,866,771 

05/23/2033 

11/25/2033 

CWSRF C-06-4905-130 2.2% $9,151,884 

$9,595,804 

$9,151,884 

$8,789,709 

03/10/2034 

CWSRF C-06-4905-140 1.7% $5,178,775 $5,178,775 05/16/2034 

CWSRF C-06-5069-110 1.7% $7,203,500 

$7,553,500 

$7,203,500 

$7,553,500 

03/28/2034 

12/22/2034 

CWSRF C-06-7840-110 1.7% $5,280,000 $5,280,000 01/02/2034 

CWSRF C-06-5068-110 1.7% $6,840,000 $6,840,000 04/29/2035 

 
The following outstanding debt is subordinate to the Obligation: 

Title Interest 
Rate 

Total Amount Amount Remaining End Date 

CWSRF C-06-4119-410 0.0% $3,030,421 $1,364,239.20 

$1,061,074.92 

03/14/2021 

CWSRF C-06-4119-510 0.0% $40,464,525 $20,246,976.08 

$16,197,580.84 

05/12/2022 

CWSRF C-06-4383-110 0.0% $12,727,104 $5,093,819.70 

$3,820,364.76 

03/24/2020 
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Title Interest 
Rate 

Total Amount Amount Remaining End Date 

CWSRF C-06-4540-110 0.0% $13,281,530 $9,786,390.55 

$8,388,334.77 

03/30/2026 

CWSRF C-06-4542-110 0.0% $8,021,329 $3,610,887.90 

$3,209,678.14 

08/30/2021 

CWSRF C-06-4650-110 0.0% $9,289,937 $4,644,968.50 

$3,715,974.80 

10/15/2021 

CWSRF C-06-4650-210 0.0% $4,520,949 $2,009,310.70 

$1,506,983.04 

04/15/2020 

CWSRF C-06-4690-110 0.0% $1,031,653 $464,424.80 

$361,219.30 

11/20/2020 

CWSRF C-06-4703-110 0.0% $12,111,202 $7,649,180.24 

$6,374,316.88 

01/21/2024 

CWSRF C-06-4718-110 0.0% $9,681,123 $5,324,617.65 

$4,356,505.35 

01/31/2023 

CWSRF C-06-4786-110 0.0% $4,629,927 $3,086,617.98 

$2,572,181.64 

06/30/2024 
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