Staff Report

for the Board of Directors’ Meeting of January 24, 2017
TO: Board of Directors

FROM: Chip Close, Water Operations Manager
Shannon Wood, Business Services Technician

DATE: January 16, 2018

SUBJECT: District Financed Water Line Extension Program Modifications

OPERATIONS

RECOMMENDATION:

Approve an amendment to the Districts Rules and Regulations — District Financed
Water Line Extensions (DFWLE) and DFWLE Funding Agreements allowing for
financing of up to 90% of participants fees, extending the term to 30 years, and
adjusting neighborhood participation targets to at least 50% as recommended by
the Administrative Practices Committee.

BACKGROUND:

The DFWLE program has had limited success since its inception in 2007. The
program works well for areas of high density and short pipeline lengths, while areas
of large parcels and long pipeline runs fail to come to fruition due to high costs.

In an effort to garner more participation, the Board directed staff to explore ways to
make the DFWLE program more obtainable in light of increasing waterline
installation costs.

Staff reviewed the current DFWLE policy and developed a list of potential changes
that would lessen the upfront financial burden and ease the participation targets.
The list was reviewed at the Administrative Practices Committee on January 9,
2018. The list of potential changes included:

e Revise financing options;
0 Increase maximum financing from $30, 000 to $40,000; or
o0 Change the financing levels to 80% or 90% of participants costs;
0 Increase the loan terms from 20 to 30 years

e Lower the neighborhood participation target from 60% to at least 50%

After review and discussion, the APC Committee recommended changing the
financing terms from $30,000 for 20 years to 90% of participant fees for a 30 year
term. In addition the committee recommended reducing the participation target from
60% to at least 50%.



A comparison of how the proposed financing changes would affect recent DFWLE

projects is listed below:

Victoria /Loadstar Table Meadows
Per Outof | Amount | Monthly Per Out of Amount | Monthly
Parcel Pocket | Financed | Payment Parcel Pocket | Financed | Payment
Current Policy $54,585 | $24,585 | $30,000 $182 $44,170 | $14,170 | $30,000 $182
90% max finance/30 yr term | $54,585 | $5,459 | $49,127 $235 $44,170 | $4,417 | $39,753 $190
Alderwood Way Madrone Forest
Per Outof | Amount | Monthly Per Out of Amount | Monthly
Parcel Pocket | Financed | Payment Parcel Pocket | Financed | Payment
Current Policy $41,257 | $11,257 | $30,000 $182 $33,863 | $3,863 | $30,000 $182
90% max finance/30 yr term | $41,257 | $4,126 | $37,131 $177 $33,863 | $3,386 | $30,477 $146
Maranatha Place
Per Outof | Amount | Monthly
Parcel Pocket | Financed | Payment
Current Policy $36,534 | $6,534 | $30,000 $182
90% max finance/30 yr term | $36,534 | $3,653 | $32,881 $157

Staff has highlighted the proposed language changes in the attached redlined
version of the District Rules and Regulations and DFWLE agreement. It is
recommended that the changes be implemented immediately with the ability to be
retroactive to any project that is not complete.

BUDGETARY IMPACT:

The proposed changes will not add any additional long term financial obligations as
initial project costs are fully fronted by the District. The proposed changes will result
in a longer reimbursement on investment with higher initial loan funding per parcel.

The risk of default on these loans remains the same as with the current program
although the monetary amount of could be much higher. In the event of default the
District will shut off water service as a first step. Should delinquency continue the
District will add the past due amount to the County tax role to be collected through
taxes.

Attachments (2):
¢ Rules and Regulations Section 10.20 — redline copy
e DFWLE Agreement — redline copy




SECTION 10

TREATED WATER SYSTEM EXTENSIONS

10.20 DISTRICT FINANCED WATERLINE EXTENSIONS

The goal of this Section is to permit expansions of residential water service to new
customers by authorizing planning services and an advance of District funds to eligible
neighborhood groups actively seeking the extension of treated water line(s) into their
community. Assistance offered by this program includes informative group meetings,
providing project design and construction services, providing advanced project funding,
and providing a means for recovering project costs advanced by the District from the
neighborhood over time. A project implemented through this Section shall be referred to

as “District Financed Waterline Extension, or DFWLE.

10.20.01  DFWLE Eligibility

Neighborhood groups representing existing single-family residential dwellings, including
duplex units, and to a limited extent, unimproved lots are eligible for the DFWLE
program. The DFWLE program will not be used to finance treated water facilities for
commercial or industrial land uses, or for lands under development through a use permit

or for subdivisions, including planned unit or similar developments.

The intent of the DFWLE policy is to provide treated water to existing developed
neighborhoods. Unless otherwise authorized, the number of unimproved parcels eligible
for inclusion with any recognized neighborhood group will be limited to 20% of total
potentially served parcels. A parcel shall be considered improved if a building permit has
been issued for a residence on that parcel.

An eligible DFWLE must contain a minimum of 6 parcels, of which at least 5 must be

improved, and a target maximum of 40 parcels. The minimum participation level will be
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caletlated-using-60%at least 50% of the total parcels that the District determines could
potentially be served by the DFWLE, rounded to the nearest whole number. Participation
will be implemented through the execution of a DFWLE Funding Agreement as
described below. A DFWLE Funding Agreement, fully executed by the interested
landowner(s), must be delivered to the District and approved by the Board before it is
effective. To avoid delays in construction, once the District issues a Notice to Proceed to
the Contractor constructing the DFWLE facilities, no further Funding Agreements will be
accepted by the District.

10.20.02 DFWLE Program Eligibility List

The District will maintain a list (Eligibility List) of neighborhoods requesting
participation in the DFWLE program. To be placed on the Eligibility List, a
neighborhood must submit its request in writing. The request must include 1) a contact
person and telephone number, 2) parcel number of each participating parcel, 3) owner(s)

name and address for each parcel, and 4) signatures from each owner.

Priority will be established based on the date of addition to the Eligibility List, and on
active participation. As shown on the flowchart, the Engineering Committee will
determine the next neighborhood group eligible for funding under the DFWLE program
and the Administrative Practices Committee will evaluate funding. At that time, with a
recommendation from both Committees, the Board of Directors will consider
encumbering DFWLE allocated funds and assignment of a rate of interest representing
interest foregone by the District had the funds allocated for the DFWLE project been
otherwise invested. Upon determination of the interest rate, the Board of Directors will
assign a surcharge modifier to the DFWLE project. (The surcharge modifier is calculated
as determined elsewhere in this Section.) Funds encumbered for an individual DFWLE
and funds allocated for all DFWLE projects shall be subject to the discretion of the Board
and to limitations imposed by the Board of Directors as part of its budgeting authority,
and may be reduced or restricted as the Board deems necessary given the other financial
demands on the District.
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Once a project is deemed eligible as a DFWLE project, the District will incorporate the
general program provisions, complete a Water Service Study, establish the maximum
charge for recovering project costs, and solicit neighborhood commitment through an

informative group meeting.

10.20.03 General Program Provisions

Participation in the DFWLE program is voluntary. DFWLE project costs will be
allocated equally among all parcels with potential service from the water line extension.
The Board of Directors will determine the level of funding available for all DFWLE

projects on the Eligibility List on at least a yearly basis.

The District will advance the funds necessary to meet the costs for eligible DFWLE
project(s) approved by the Board of Directors, less the total amount of good-faith
deposits received. The District will recover the funds advanced through the application
of the Service Extension Charge (SEC).

District funds advanced to the DFWLE program for participating parcels which submit a
good faith deposit will be recovered through the application of a Service Extension
Charge (SEC). The maximum cost recovery time period will be 20-30 years. The SEC
will be collected as part of the participating parcel’s treated water bill. The SEC will
include a surcharge modifier to compensate the District for the loss of interest earnings as
a result of funding participating parcel’s share of the DFWLE costs. DFWLE costs
allocated to parcels without an executed funding agreement will be subject to the

Districts Reimbursement Policy #3175.
Costs eligible for advance by District under the DFWLE program include preliminary

design, compliance with CEQA, design, rights of ways, construction, construction

management, and capacity and meter installation charges for a domestic meter. The
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maximum amount of financeable project facility costs, including capacity and meter

installation charges, is $36,08090% of the total cost per participating parcel.

The applicant shall complete and submit an Application, Form 10-E, requesting to
participate in the District Financed Waterline Extension Program, and the District will
charge an administrative processing fee as shown on the application. The processing fee

is non-refundable regardless of completion of the waterline extension project.

10.20.04 Service Extension Charge (SEC)

A Service Extension Charge (SEC) will be used to recover over time District funds
advanced for DFWLE project costs from participating parcels that have paid a good faith
deposit. The SEC will be added to, and become part of the water bill for each of the
participating parcels. The maximum SEC required to support project costs allocated to
each participating parcel (“Total Costs”) will be determined in the Water Service Study
as defined in Section 10.20.06. The SEC te-will appear on the water bill and will be
calculated following compilation of all project costs. The SEC will be calculated as 1)

the total project costs, 2) divide by the number of potentially served parcels, subtract-the

total-goed-faith-depesitsreceived;-3) add the total capacity and meter installation charges,

4) subtract the total good-faith deposits received,divide—bythe-number—ofpotentially
served-parcels-5) divide by the total number of anticipated billing periods within the cost

recovery period, and 6) multiply by the surcharge modifier as determined elsewhere in

this Section.

The SEC will be the same for all participating parcels within a particular DFWLE project
and will not change once it first appears on the water bills.

10.20.05 Surcharge Modifier

A surcharge will be used to compensate the District for the loss of interest earnings as a
result of funding any particular DFWLE project. The surcharge will be used to modify
the SEC. The surcharge modifier will be determined by the District Board of Directors
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on a case-by-case basis by first establishing the rate of interest the District funds could
have otherwise earned. The surcharge modifier will be calculated as 1) the Capital
Recovery Factor 2) multiplied by the number of billing periods within the project cost
recovery period (20 years).

10.20.06 Water Service Study

The District will complete a Water Service Study for the next eligible DFWLE project as
determined by the Engineering Committee. Prior to beginning the study, the District will
investigate the area surrounding the core neighborhood group to map the parcels which
could potentially receive water service from the DFWLE. Should the District determine
that expansion of the project to other parcels is necessary for the orderly expansion of the

distribution system; the District will add the parcels to the DFWLE group.

The Water Service Study will include at least:

a. Project location map and preliminary facility layouts

b. Delineation of potential parcels served from DFWLE

c. Project costs; including preliminary design, compliance with CEQA, design,
rights-of-ways, facilities construction, construction management, and
contingencies.

d. District participation in facility costs if appropriate, pursuant to District policy
(including the Capacity Charge Study).

e. Capacity and Meter Installation charges for a minimum-size water meter.

f. Maximum Total Charge

g. Maximum Service Extension Charge (SEC) required to amortize the

Maximum Total Charge.
The cost estimates and SEC quoted in the Water Service Study will be honored for a

minimum of 12 months, giving time to complete formation of the group, and execution of

a Funding Agreement with each participating parcel.
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The District will perform the Water Service Study without charge to the neighborhood

group.
10.20.07 Initial Group Meeting

Upon completing the Water Service Study, the District will notify the group contact
person and arrange for an initial group meeting. The District will present the findings of
the study and answer questions.

10.20.08 Good-Faith Deposit

Should the neighborhood group demonstrate a willingness to proceed with the DFWLE
project based on the maximum SEC quoted during the initial group meeting; the District
will request an application and a good-faith deposit from each of the participating parcels.
A good-faith deposit must be received from appreximately—60%at least 50% of the
benefitted parcels as calculated in accordance with Section 10.20.01 and will be applied

against the total project cost so as to reduce the SEC for each participating parcel.

The deposit amount will be at least 10% of each participating parcel’s share of the

estimated project cost, exeluding-including capacity and meter installation charges. Fhe
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As established in the flowchart, after the District’s request to all participating parcels to

execute an application and make a good faith deposit, each participating parcel must sign
and return a letter containing the terms and conditions of the deposit, and return the
deposit with the letter. Should one or more prospective participating parcels fail to return
the deposit amount and a countersigned deposit letter; the non-responsive parcel(s) will
be removed from the neighborhood group list. If this process results in less than the
minimum participation from the potentially served parcels as calculated in accordance
with Section 10.20.01 within the allowed solicitation period, all deposits will be returned

and the project will be removed from the eligibility list.
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Once a good-faith deposit and executed letter have been collected from appreximately
60%at least 50% of the potentially served parcels as calculated in accordance with
Section 10.20.01, the District will request the owner(s) of each participating parcel to
enter into a Funding Agreement. The District will also begin charging expenses against
the project for inclusion in the Total Charge. Retroactive charges, representing costs
incurred to that date by the District will not be applied to the Total Charge to be
recovered under the Funding Agreement.

If, during development, but after receipt of the requisite number of good faith deposits,
the project fails due in whole or in part to the actions or inactions of the participating
parcels, the DFWLE will be discontinued and the amount of good-faith deposit that
remains unused at the time will be split equally among participating parcels and returned.
If the project fails due solely to the actions or inactions by the District, the total amount

of good-faith deposits will be returned.

10.20.09 Easements - Subordination of Agreement/Easements

Concurrent with the submission of the good faith deposit, owners of participating parcels
must agree that before the commencement of construction by District, and in no event
later than the date of execution of a Funding Agreement, they will, when requested,
convey to the District easement(s), in the form prepared by the District, that the District
determines are necessary for installation and maintenance of the waterline extension
project. Owners must also agree to seek and obtain subordination from any mortgagor or
holder of deed of trust or other lien holder of a security interest in the parcel,
subordinating their security interest(s) to the District easement, the Funding Agreement,
and the lien authorized under the Funding Agreement. For any necessary easements
required for the waterline extension over property owned by other persons or entities,
which are not participating parties but from whom an easement is required, the
participating owner will seek to facilitate, in cooperation with other participating owners,
the subordination of any mortgagors, trustors, or lien holders in favor of the District’s
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easement. The Funding Agreement will specify that the District may refuse to execute
the Funding Agreement, or if executed, cease the design and implementation of the
pipeline extension financing project, with no further rights or obligations between the
parties, in the event the District determines, at its sole discretion, that any failure to
subordinate by a participating property owner’s lender or the lender for a parcel owned
by another person or entity renders the project not in the best interest of the District. The
District is not required to initiate proceedings in eminent domain to acquire any easement
or subordination required for the DFWLE. All required right of way documentation,
including subordinations necessary for a pipeline extension project must be executed and

effective prior to the start of construction.

In the event that a prospective participating owner cannot obtain subordination, they may
submit a written request for waiver to the General Manager. The General Manager may
modify or waive the requirement to obtain subordination including title insurance, in
those circumstances where it is determined that the value of the District’s interest is so
small as to render such documentation economically unreasonable; the risk of foreclosure
is so small that it is not considered a realistic risk; and/or the lender or senior lienholder
provides the District with alternative assurance satisfactory to the General Manager, that
the Districts easement will not be disturbed by a senior lienholder. The General Managers
determination can be appealed by written request to the Administrative Practices
Committee (APC), who may by unanimous action grant the appeal, deny the appeal, or
forward the appeal to the Board of Directors with or without recommendation. If the APC
denies the appeal, the applicant may make a final appeal to the Board of Directors. The
decision of the Board of Directors shall be made in its sole and unlimited discretion and

will not be subject to appeal.

10.20.10 Funding Agreement

The owner(s) of each participating parcel must enter into a Funding Agreement, subject
to approval by the Board of Directors, as found in Form 10-F attached to these
regulations. Special provisions may be added to, or other revisions made to the Funding
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Agreement form as found necessary by the District under the circumstances of each

transaction. The Funding Agreement will be recorded against the participating parcel.

The Funding Agreement, once recorded, will authorize a lien by the District on the
participating parcel for the purpose of collecting all delinquent water account charges,

including the accumulated SEC.

Project design work will not begin until appreximately-60%at least 50% of the potentially
served parcels as calculated in accordance with Section 10.20.01 have executed a
Funding Agreement, returned it to the District, and the agreement has been recorded with
the County Clerk.

10.20.11 Project Cost Compilation and SEC Adjustment

Following completion of construction of the DFWLE facilities, project costs will be
compiled and a final Total Charge will be calculated. The District will analyze the
project costs and issue a project completion Cost Accounting Report. The report will

recalculate, based on actual project costs, all program variables, including the SEC.

If the Cost Accounting Report indicates that the Total Charge requires an SEC greater
than the maximum SEC appearing in the Funding Agreement, the SEC will remain
unchanged and the District will pay the overrun. The District will not place further claim
on participating parcels for the amount of the overrun.

If the Cost Accounting Report indicates that total project costs allow an SEC less than the
maximum SEC appearing in the Funding Agreement, the District will adjust the SEC
accordingly to the lower amount appearing in the report. The revised SEC and associated
monthly payment will be included with the next water bill for each of the participating

parcels.
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10.20.12 Failure to Pay Treated Water Bill

Failure to pay a treated water bill as required in the Funding Agreement, including the
SEC, will result in a delinquent account and, if not paid in accordance with District rules,
a subsequent notice of turn-off, followed by turn-off. Upon issuance of a turn-off notice,
whether or not the service is actually discontinued, all delinquent amounts will become
due and payable. Treated water service will remain off and the SEC will continue to
accrue, along with all other appropriate and customary charges, until the account has

been paid in full. Unpaid balances shall constitute a lien against the participating parcel.

10.20.13 Pre-Payment of Project Costs and Charges

Upon completion of construction, compilation of project cost, and final SEC adjustment
(if required), a participating parcel may pre-pay all or a portion of its Total Charge,
including capacity and meter installation charges. Multiple pre-payments will be

accepted without penalty from each participating parcel during the cost recovery period.

Upon receiving a pre-payment from a participating parcel, the time allocated for cost
recovery will be reduced. The number of billing periods by which the cost recovery
period will be reduced will be determined by 1) dividing the pre-payment amount by the
SEC amount, 2) multiplying the results by the surcharge modifier declared by the Board
of Directors, and rounding down to the nearest whole number. The fraction remaining, if
present, will be 1) multiplied by the SEC, 2) divided by the surcharge modifier, and 3)
the resulting dollar amount will be credited to the participating parcel’s treated water

account.

Upon any sale, conveyance, assignment, or other transfer of the parcel, excluding transfer
to a spouse, immediate family member, or to a living trust for estate planning purposes
established by the current property owners, the Funding Agreement will terminate and
any unpaid portion of the Total Charge will be immediately due and payable in full.
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10.20.14 Subdivision of a Participating Parcel

Upon the subdivision of a participating parcel, the District will assign the existing treated
water service account (including the SEC) to one of the newly created parcels or units.
All other parcels or units created by the subdivision will be subject to the District

Installed Waterline Reimbursement Policy when applying for a new service.

10.20.15 Reimbursement

The District will collect the proportionate share of the DFWLE cost as reimbursement
from any parcel that did not execute a Funding Agreement as a condition of connection to
the DFWLE pipeline. These parcels will be subject to the District Installed Waterline
Reimbursement Policy #3175. The District will not collect reimbursement from non-
participating parcels that have been granted a temporary service location (TSL).
(Reference is made to the District’s TSL policy.)
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RECORDING REQUESTED BY:
Nevada Irrigation District
WHEN RECORDED MAIL TO:
Nevada Irrigation District

1036 W. Main Street
Grass Valley, CA 95945-5424

APN: SPACE ABOVE THIS'LINE FOR RECORDER'’S USE

FUNDING AGREEMENT
for [NAME]

(District Financed Waterline Extension)
[Road Name] Waterline Extension

THIS AGREEMENT made and entered into this day of ,20___, by
and between the NEVADA IRRIGATION DISTRICT, hereinafter referred to as “DISTRICT” and
, hereinafter referred to as “PARTICIPANT”, sets forth the terms and condition
under which District shall provide the up-front financing for the installation of a treated water
pipeline to serve lands of PARTICIPANT and lands of other beneficiaries and by which
PARTICIPANT shall pay back-amounts advanced by DISTRICT with billings for bi-monthly
water charges.

RECITALS
WHEREAS,
1. PARTICIPANT isthe owner of County Assessor Parcel Number ,
hereinafter referred toas “PARCEL.” PARCEL, having a site address of
, is described in vesting deed recorded on , at Document
Number County Records, and is generally shown as “PIQ”

(Parcel in Question) on Exh|b|t “A”, attached hereto and made a part hereof. All other
parcels participating in the project are also shown in Exhibit “A”.

2.  PARCEL doesnot currently have DISTRICT treated water service available.

3. PARTICIPANT owns one parcel in a group of several other participating parcels, the
owners of which also desire treated water service from DISTRICT.

4. DISTRICT has completed a water service study to determine requirements for water
service availability to the PARCEL and other parcels participating in the project all as
shown in Exhibit “A”. The water system improvements required to provide service are
known as the Waterline Extension Project, and are shown
schematically in Exhibit “A”, and are collectively referred to herein as “WLE".
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10.

11.

DISTRICT'S regulations provide for the extension of waterlines at the request of
landowners whose land is otherwise eligible for service upon payment by landowners of
the cost of said extension. PARTICIPANT has requested consideration by DISTRICT of
extending a waterline to PARCEL, and other parcels that can benefit therefrom, with the
costs to be advanced by DISTRICT in consideration for PARTICIPANT'S promise to remit
its share thereof through monthly installment payments.

DISTRICT'S regulations further provide that before water service can be provided to any
parcel(s), an acceptable agreement securing payment of charges for all DISTRICT'S
capital facilities must be executed prior to the time of connection. Included within such
charges are the District's System Capacity Charge, the Connection Fee, and the costs of
any pipeline needed to extend service from the nearest DISTRICT mainline to the
parcel(s) to be served. These charges are generally referred to collectively hereafter as a
“connection charge.”

DISTRICT is willing to provide treated water service to the PARCEL by extending
DISTRICT facilities.

DISTRICT will advance funding for the WLE provided PARTICIPANT, as PARCEL owner,
agrees to repay the fair share of the actual total project cost for providing water service to
PARCEL, including a surcharge required to restore to DISTRICT its interest income that
was lost due to the advance, and provided further that all other parcels participating in the
WLE agree to equivalent terms and conditions.

PARTICIPANT will repay DISTRICT'S advance of the connection charge through payment
of a service extension charge billed in installments by DISTRICT in addition to the regular
treated water charge billed to PARTICIPANT for water service to the PARCEL. The
service extension charge shall be separately shown on the bill remitted for bi-monthly
water service charges.

PARTICIPANT agrees the service extension charge is a connection charge the payment
of which in full is a pre-requisite to service to the PARCEL.

PARTICIPANT agrees that the service extension charge will be treated as a connection
charge for billing and collection purposes and that DISTRICT may secure payment thereof
by discontinuance of service. PARTICIPANT agrees that the unpaid balance of the
PARCEL’S Total Charge, as defined below, shall be considered a lien against the
PARCEL, and is currently due and owing as set forth herein.

NOW, THEREFORE, the parties mutually agree as follows:

A. DEFINITIONS:

1.

PARTICIPANT: Owner(s) of the PARCEL as identified herein which is/are a party to
this agreement.

Participating Parcels: Those parcels identified in Exhibit “A” by their Assessor Parcel
Numbers and by which owner(s) have executed a valid Treated Water Service
Extension Agreement, including the PARCEL as identified herein. For the purposes of
this agreement, the total number of Participating Parcels is set at
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3.  Waterline Extension (WLE): All DISTRICT facilities required to provide treated water
service to the participating parcels shown in Exhibit “A”, including but not limited to,
pipelines and appurtenances, fire hydrants, service assemblies, pressure reducing
stations, pump stations, storage tanks, land, and easements.

4.  Estimated Project Cost: Total project cost as estimated by DISTRICT for purposes of
defining PARCEL'S obligations under this agreement, said estimate being shown in
Exhibit “B” attached hereto and made a part hereof.

5. Total Project Cost: All costs associated with the design and installation of the WLE,
including but not limited to, pre-design, compliance with'the California Environmental
Quality Act, design, land and easement acquisition, construction contracts, inspection,
construction contract administration, consulting services, administration of consulting
service agreements, and all DISTRICT material, labor, and equipment, including
overhead.

6. PARCEL’'S Share: PARCEL’S Share of the Estimated Project Cost as calculated in
Exhibit “C” attached hereto and made a part hereof. PARCEL'’S Share shall be
adjusted to reflect the actual Total Project Cost. The actual Total Project Cost shall
not exceed the Estimated Project Cost for the purposes of calculating PARCEL'S
Share.

7. PARCEL’S Total Charge: PARCEL'’S connection charge, composed of capacity
charge(s), meter installation charges for the requested 5/8" water meter(s), and
PARCEL'’S Share, less any cash deposits required herein, all as calculated in Exhibit
“C”. See Exhibit “D” attached hereto and made a part hereof for Schedule 4-A
(Capacity and Meter Installation Charges).

8. Payment Recovery Period: The number of months allowed for recovering project
costs advanced by District, including a surcharge. For the purposes of this agreement,
the Payment Recovery Period shall be set at 246-360 months.

9. / Base Monthly Recovery Charge: The monthly charge required to recover PARCEL’S
Total Charge overthe Payment Recovery Period, all as calculated in Exhibit “C”.

10. Surcharge Multiplier: An integer applied to the Base Monthly Recovery Charge for as
long as any portion of PARCEL’S Total Charge is outstanding that reflects the interest
earnings lost by District as a result of funding the WLE. For the purposes of this
agreement, the Surcharge Multiplier shall be as calculated in Exhibit “C”.

11. Service Extension Charge (SEC): The Base Monthly Recovery Charge plus the
amount derived by the Surcharge Multiplier, all as calculated in Exhibit “C”. The
Service Extension Charge, herein after referred to as “SEC”, shall be added to the
monthly treated water bill for the PARCEL as a line item separate from the
consumptive use charges.

12. Subdivision of a Parcel: Any action that creates two or more parcels or separate
residential units, including but not limited to condominiums or town homes, which will
be described by separate deeds.
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B. GENERAL:
1.  This agreement shall be recorded with County.

2. DISTRICT agrees to design and construct, or cause the design and construction of the
WLE shown in Exhibit “A”. WLE design and construction includes, but is not limited to,
pre-design, compliance with CEQA, design, land and easement acquisition,
construction, inspection, consulting agreement administration, and construction
contract administration. PARTICIPANT agrees that DISTRICT will not be required to
contract for construction but may, in its sole discretion, perform any and all above-
described project functions with its own employees, material, and equipment.

3. PARTICIPANT agrees that water service will not be available to the PARCEL until
DISTRICT completes construction of the WLE shown in Exhibit “A”. DISTRICT agrees
to diligently pursue construction and completion of the WLE.

4. District does not guaranty a completion date. PARTICIPANT agrees that DISTRICT
has many priorities, including other demands for water service, regular operations and
maintenance duties, and emergencies, all of which may take precedence over
completion of the WLE project within the timeframe expected by PARTICIPANT.
PARTICIPANT agrees to hold DISTRICT harmless for any damages or losses caused
in whole or in part by any delay in completion of the WLE.

5. PARTICIPANT agrees that PARCEL'S Total Charge constitutes a connection charge
for the parcel, and although it will be paid through monthly SEC charges for the term of
this agreement, payment is a pre-requisite to water service to the PARCEL.
PARTICIPANT agrees thatthe PARCEL'S Total Charge, as specified in this
agreement, is due, and payable in accordance with the terms of this agreement, at
connection and it shall be a lien against the PARCEL.

6. If actual Total Project Costs exceed the Estimated Project Cost, DISTRICT shall not
seek reimbursement for such additional costs from participating parcel(s). PARCEL'S
Share shall not exceed that calculated in Exhibit “C”.

C. PARTICIPANT'S DEPOSIT:

PARTICIPANT has paid to DISTRICT a good-faith deposit of [Deposit Amount] as calculated
in Exhibit “C”; receipt of which is hereby acknowledged. PARTICIPANT'’S deposit shall be
aggregated with all other deposits received from Participating Parcels. PARTICIPANT
agrees that District shall not refund any part of PARTICIPANT'S prorated share of the
aggregated total deposit required to reimburse DISTRICT for work performed, and materials
and equipment supplied; including overhead charges. The unused balance of said deposit
shall be refunded if the DISTRICT fails to provide treated water service through its own
actions, not caused nor contributed to by any one participant or group of participants, or due
to actions not within the control of DISTRICT, or this agreement is terminated by mutual
agreement between DISTRICT and PARTICIPANT.

D. APPLICATION FOR WATER SERVICE:

1. PARTICIPANT has signed and returned a Water Service Application Form for the 5/8"
meter(s) requested, a copy of which is attached hereto, marked Exhibit “E” and made
a part hereof.

Funding Agmt DFWLE Draft For BOD 1-24-18 Redline Page 4 of 8



PARTICIPANT may request and obtain a service size larger than a 5/8" meter.
PARTICIPANT agrees to pay any additional capacity and meter installation charges at
the then current rate, and PARTICIPANT further agrees to apply for, obtain, sign and
return a revised Water Service Application Form, and pay 100% of such additional
charges prior to DISTRICT completing construction of the water system improvements.
Failure to complete a revised service application and pay such additional charges shall
result in the installation of the 5/8" meter(s).

Should DISTRICT, either before or after the commencement of service determine, in
its sole discretion, that a backflow prevention device is required, PARTICIPANT shall
sign a revised Service Application Form and pay the appropriate fees. Should
PARTICIPANT fail to complete a revised service application, including the payment of
fees, the service assembly shall be locked in the “off” position.and will remain locked
until a Water Service Application Form has been submitted and appropriate fees paid,
and the DISTRICT has installed and tested the backflow prevention device:
Meanwhile, the monthly water bill shall continue and shall include among other
charges the SEC. The water bill, notwithstanding the fact that water is not being used,
must be paid in a timely manner and in full. Failure to do so shall cause the water bill
to become delinquent.

E. WATER BILL:

1.

PARTICIPANT agrees that the SEC as defined herein shall be added to the bi-menthly
bill for treated water associated with PARCEL. The SEC payments will begin after the
District accepts the waterline into the distribution system and the project costs have
been reconciled. The SEC will be shown on the bill as a line item separate from
charges for water actually used; PARTICIPANT agrees that the SEC is a connection
charge the payment of which is a pre-requisite for water service to PARCEL. Failure
to pay any portion of the total bill will result in the bill becoming delinquent.

PARTICIPANT agrees that once the SEC has been calculated and first appears on a
water bill, the SEC shall not change for the duration of this agreement.

F. FAILURE TO PAY THE SEC.:

1.

PARTICIPANT understands and agrees that failure to pay the bi-menthly-portion of the
SEC, in part or in whole, shall cause the water bill to become delinquent and may
result in the termination of treated water service to the PARCEL and removal of the
water meter. For the purposes of this agreement, a water bill shall be considered
delinquent at the end of the fifth working day after District issues a service turn-off
notice. Also, for the purposes of this agreement, the water bill shall be considered
delinquent immediately upon DISTRICT issuing a subsequent notice of turn-off if such
notice is issued to the same owners of a Participating Parcel. DISTRICT Rules and
Regulations in effect at that time shall determine the circumstances under which a
turn-off notice is issued.

PARTICIPANT agrees that once the water bill becomes delinquent as defined above,
water service shall be subject to termination. PARTICIPANT agrees that water service
shall not be restored until such time as all delinquent amounts, including but not limited
to, all past SEC charges, DISTRICT normal and customary water charges, delinquent
charges, interest charges, and service charges have been paid in full.
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3.

4.

5.

6.

7.

PARTICIPANT agrees that nothing herein shall prohibit DISTRICT from utilizing all
other methods for collection of delinquent charges, including delinquent SEC charges,
permitted under the California Water Code or other applicable law and consistent with
the nature of the PARCEL'S Total Charge lien created hereby.

PARTICIPANT agrees that PARCEL'’S Total Charge is not a charge for consumptive
water used through the meter nor is it a debt that is personal to PARTICIPANT, but is
a connection charge, which is due and owing as a condition to water service being
made available to the PARCEL. PARTICIPANT agrees that all delinquent SEC
charges, including all SEC late fee penalties, shall be included in the unpaid
PARCEL'S Total Charge lien against the PARCEL, as set forth in paragraph B.5,
above. Should any portion of PARCEL'S Total Charge not be paid, for any reason,
then such unpaid amount shall remain an obligation of the parcel to be paid prior to
service being restored, notwithstanding any sale, transfer, or other change of
ownership of the PARCEL.

PARTICIPANT agrees that the entire amount of PARCEL'’S Total Charge lien created
hereby shall become due and owing by the PARCEL sixty (60) days after any SEC
charge payments become delinquent. PARTICIPANT agrees that DISTRICT may take
all necessary action to enforce the lienallowed under the California Water Code or
other applicable law.

The lien on the PARCEL shall not restrict DISTRICT’S authority to terminate service
for delinquent accounts, it being understood that District may seek either of such
remedies in its discretion.

The PARCEL'S Total Charge lien pursuant to paragraph B.5, above, shall terminate
upon payment in full of PARCEL'S Total Charge.

G. PRE-PAYMENT OF PARCEL’S TOTAL CHARGE:

1.

2.

3.

4.

DISTRICT agrees to accept without penalty or prepayment charge, prepayment of all
or a minimum portion of the then remaining balance of PARCEL'S Total Charge as
allowed herein. Prepaid amounts will not include the Surcharge Modifier.

Upon receiving a prepayment conforming to the above criteria, DISTRICT shall
determine the remaining months in PARTICIPANT'S Payment Recovery Period,
effective at the time of receipt of such prepayment, by deducting the number of prior
SEC payments received from PARTICIPANT’'S Payment Recovery Period taking into
account any other such adjustments to PARTICIPANT'S Payment Recovery Period as
allowed herein and elsewhere in this agreement.

The remaining balance of PARTICIPANT’'S Payment Recovery Period shall be
reduced by the number of months equal to the pre-payment amount divided by the
Base Monthly Recovery Charge, rounded down to the nearest whole number. Any
remaining portion of the prepayment represented as a fraction of a month will be
placed as a credit on the PARCEL water account.

DISTRICT agrees that the SEC shall be removed from the water bill for PARCEL at
such time as the remaining balance of PARTICIPANT’'S Payment Recovery Period
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reaches zero. All other applicable water charges shall remain in full force and effect in
accordance with DISTRICT'’S rules and regulations.

H. SUBDIVISION OF PARCEL:

1. PARTICIPANT shall notify DISTRICT of subdivision of the PARCEL not less than 10
days prior to recording a parcel map or final map.

2. Upon subdividing the PARCEL, the DISTRICT shall assign, at its sole discretion, the
existing water service account (and meter) to one of the newly created lots or units. In
general, the account will be assigned to a new parcel having adequate frontage on the
WLE and will not necessarily be assigned to a newly created parcel containing the
residence that enjoyed prior use of the treated water service. The then unpaid balance
of PARCEL'’S Total Charge shall constitute a lien against the PARCEL to which the
existing water service account is assigned.

. GENERAL REIMBURSEMENT:

1. DISTRICT will collect a Reimbursement Charge as defined by the District’s
Reimbursement Policy, from non-participating parcels at the time water service to such
non-participating parcels are connected to the WLE

2.  DISTRICT will collect a Reimbursement Charge from parcels created by subdividing a
participating parcel when such newly created parcel or parcels request new service
and are connected to the WLE.

L. TRANSFERS & DUE ON TRANSFER CLAUSE:

This agreement benefits and burdens the PARCEL and shall constitute a covenant running
with the PARCEL, and it shall'bind the heirs, successors and assigns of PARTICIPANT.

Upon any sale, conveyance, assignment, or other transfer of the PARCEL, except transfer
to a spouse, immediate family member, or for the benefit of creating a trust for the current
property owners, spouse, or immediate family member, any unpaid portion of the Total
Charge will be immediately due and payable in full.

M. TERMINATION:

This agreement shall terminate and be of no further force or affect at such time that
PARCEL'’S Total Charge has been paid in full.

N. NOTICES:

The mailing addresses of DISTRICT and PARTICIPANT for the purposes of giving any
notice required pursuant to this agreement are as follows:

DISTRICT: PARTICIPANT:

NEVADA IRRIGATION DISTRICT
1036 West Main Street
Grass Valley, CA 95945-5424
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IN WITNESS WHEREOF, the parties hereto have executed this agreement on the day
and year first above written.

NEVADA IRRIGATION DISTRICT PARTICIPANT

By By

Board President

By By

Board Secretary

(Notarize all signatures by Acknowledgement)
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