
            
 

JOSHUA BASIN WATER DISTRICT 

SPECIAL MEETING OF THE BOARD OF DIRECTORS 

TUESDAY, AUGUST 21, 2018 AT 5:30 PM 

61750 CHOLLITA ROAD, JOSHUA TREE, CA  92252 

Director Hund attending telephonically from  

2443 Sierra Nevada Road, M-14, Mammoth Lakes, CA 93546 

 

AGENDA 
 

 

 1. CALL TO ORDER 
 

 2. 

 

3. 

 

PLEDGE OF ALLEGIANCE 
 

DETERMINATION OF A QUORUM 
 

 

 

 

 

 

 
 
 

 

 

 

 

 

 

 

 

 

 4. 

 

 5. 

 

 

 

 

 
 

 6. 

 

 

 
 

 

 

7. 

 

 

 

8. 

 

APPROVAL OF AGENDA 

 

PUBLIC COMMENT  
Members of the public may address the Board at this time with regard to matters within the Board’s 

jurisdiction that are not listed on the agenda.  State law prohibits the Board of Directors from 

discussing or taking action on items not included on the agenda.  Members of the public will have the 

opportunity for public comment on any item listed on the agenda when it is addressed on the agenda.  

Please limit comments to three (3) minutes or less. 

 

CONSENT CALENDAR 

Matters on the Consent Calendar are considered routine in nature and will be enacted in a 

single motion without discussion. Any Board member or member of the public may request 

that an item be removed from the Consent Calendar and acted on separately. 
 

 Draft Minutes of August 15, 2018, Special Meeting of the Board of Directors 
 

RESOLUTION NO. 18-991 AUTHORIZING THE EXECUTION AND DELIVERY BY 

THE DISTRICT OF INSTALMENT SALE AGREEMENT #18-012 ($3,010,000.00 

LOAN AGREEMENT).  Recommend that the Board approve Resolution No. 18-991. 
 

ADJOURNMENT 

 

INFORMATION 
 

The public is invited to comment on any item on the agenda during discussion of that item. 

Any person with a disability who requires accommodation in order to participate in this meeting should telephone Joshua Basin Water District 

at (760) 366-8438, at least 48 hours prior to the meeting in order to make a request for a disability-related modification or accommodation. 
 

Materials related to an item on this Agenda submitted to the Board of Directors after distribution of the agenda packet are available for public 

inspection in the District’s office located at 61750 Chollita Road, Joshua Tree, California 92252 during normal business hours. 
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JOSHUA BASIN WATER DISTRICT 

Minutes of August 15, 2018 

SPECIAL MEETING OF THE BOARD OF DIRECTORS  
 

 

1. 

 

CALL TO ORDER & PLEDGE OF 

ALLEGIANCE 

 

 

5:30 P.M. 

2. DETERMINATION OF QUORUM: Mickey Luckman 

Bob Johnson 

Geary Hund 

Rebecca Unger 

Tom Floen 
 

Present 

Present 

Present  

Present 

Present 

 STAFF PRESENT: Curt Sauer, General Manager 

Mark Ban, Assistant General Manager - Operations 

Susan Greer, Assistant General Manager 

Beverly Waszak, Executive Assistant 

LEGAL COUNSEL PRESENT Gil Granito, Redwine & Sherrill 
 

GUESTS 0 

3. 

 

 

 

 

 

 

 

 

 

4. 

 

5. 

 

 

 

 

 

 
6. 

 

 

 

 

 

 

 

APPROVAL OF AGENDA –  
 

MSC/Johnson/Floen 5/0/0 to approve the Agenda for the Special Meeting of the Board of Directors of August 15, 

2018. 
 

Floen           Aye 

 Hund           Aye  

Luckman     Aye 

Johnson       Aye 

Unger          Aye 
 

PUBLIC COMMENT - None 
 

CLOSED SESSION CONFERENCE WITH LEGAL COUNSEL-POTENTIAL/ANTICIPATED LITIGATION – 

Mr. Gilbert Granito, District General Counsel, reported that at approximately 5:32 p.m., the Board went into Closed 

Session pursuant to paragraphs 2 of subdivision (d) of Government Code Section 54956.9 (one matter) to consult 

with legal counsel and the District General Manager on a matter of potential litigation. 
 

The Closed Session ended at approximately 6:04 p.m. and the Board returned to Open Session.  No reportable action 

was taken. 
 

ADJOURNMENT- 
 

MSC/Unger/Johnson 5/0/0 to adjourn the Special Meeting of the Board of Directors of August 15, 2018, at 6:06 

p.m. 

  

Respectfully submitted:  

 

__________________________________________ 

Curt Sauer, GM and Board Secretary 
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JOSHUA BASIN WATER DISTRICT 

MEETING AGENDA REPORT 

 

Meeting of the Board of Directors      August 21, 2018 
 

Report to:   Board of Directors 

 

Prepared by:   Susan Greer 
 

TOPIC:  APPROVE RESOLUTION NO. 18-991, AUTHORIZING THE EXECUTION AND 

DELIVERY OF AN INSTALLATION SALE AGREEMENT #18-012, AND AUTHORIZING 

THE EXECUTION OF OTHER NECESSARY DOCUMENTS AND RELATED ACTIONS 

WITH RESPECT TO A $3,010,000 LEASE-PURCHASE AGREEMENT FOR 

IMPLEMENTATION OF THE CAPITAL REPLACEMENT PROGRAM. 
 

RECOMMENDATION:   Approve Resolution No. 18-991 
 

ANALYSIS:  In order to implement the Board’s direction to move forward quickly with pipeline 

replacement and other capital replacement work, the District needs to borrow some money.  

Water rates are in place to sustain the capital replacement project work over time, but initially we 

don’t have enough funding to get started now.  Several options were explored, most of which 

have protracted funding timelines, which doesn’t meet the Board’s direction.  The best option is 

the CSDA lease-purchase agreement, and documents required to secure the loan are attached and 

need to be approved by the Board.  Attached documents are: 
 

Installment Sale Agreement #18-012 

Resolution #18-991 

Agreement for Bond Counsel Services  

Project Fund Agreement #18-012 
 

Something you will surely notice, which I didn’t know until the draft documents were submitted 

for our review, is that the documents don’t mention CSDA, the California Special Districts 

Association.  I didn’t realize that CSDA acts only as a facilitator, a conduit, for their member 

agencies, putting them in touch with a full-service finance consulting team, which has been 

selected through a competitive proposal process.  CSDA has negotiated agreements with the 

consultants on behalf of their member agencies.  Municipal Finance Corporation, “Muni 

Finance,” is the broker in this case.  Muni Finance is highly regarded in the municipal finance 

world, they did some minor consulting work for the District long ago, and I am very comfortable 

with this arrangement.  Also, note that funding doesn’t come from CSDA either.   
 

Muni Finance will immediately assign its right, title, and interest in the Installment Fund 

Agreement to City National Bank, meaning that City National Bank will own the loan and we 

will make our payments to them. 
 

Note also that there are some blanks or missing information on some of the documents.  The 

standard in public finance is that documents presented for approval by the governing body be 

“substantially final” and that the terms cannot change materially after approval.  Section 6 of 

Resolution 18-991 directs the Staff and Officers of the District to do whatever is necessary to 

finalize the documents.  This allows for any minor changes to the documents necessary in order 

to bring the project to completion, when made in consultation with counsel. 
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Staff is working diligently with consultants and counsel to ensure that the District’s best interests are 

protected and the loan terms and requirements are as you directed and understood when you approved 

the quote on July 18. 
 

The INSTALLMENT SALE AGREEMENT is the essence of the transaction; it describes the project 

(although that description is still being developed,) it spells out the payment arrangements, it requires a 

pledge of our net revenues for the payment, it requires that we set rates that are sufficient to pay the 

debt service on the loan, it provides the prepayment conditions and much more.  Also included in the 

document is the Assignment of Installment Sale #18-012, which directs that the Installment Sale 

Agreement between Joshua Basin Water District as the borrower and Municipal Finance Corporation 

as the lender will be assigned (sold) to City National Bank.  This is similar to when a mortgage is sold 

to a new lender.    
 

RESOLUTION NO. 18-991 will authorize execution of the Installment Purchase Agreement, but also 

appoints the special (bond) counsel, designates that interest paid on our Installment Purchase 

Agreement is exempt from federal income tax, and provides good faith estimates of costs as required 

by law.   
 

This financing requires bond counsel, which is a specialized attorney who prepares loan documents and 

renders an opinion about the tax-exempt status of our loan.  The attorney appointed to our project, 

Albert Reyes, is a partner in the firm Kutak Rock LLP, and is another consultant that was vetted and 

selected through a competitive proposal process by the California Special Districts Association, of 

which we are members.  Recall that we had to increase the $3,000,000 loan by $10,000 in the middle 

of our consideration of the loan to account for this fee.  Initially, they did not believe that bond counsel 

was required, but as we got further into the details of the project, there was concern about the District 

utilizing some of the funding for salaries; that doesn’t typically qualify as tax exempt.  However, 

because the salaries are going to pay to construct the capital project, they can be included, but it 

requires some specific legal review.     
 

The $10,000 fee for the bond counsel is already built into the financing and was included in the quote 

that was approved by the Board on July 18; there is no additional cost to the District for bond counsel 

beyond the numbers that we have already discussed.  Note that bond counsel fees are typically at least 

twice as much as this cost, so there is good value in utilizing the CSDA financing consultants.  By 

approving Resolution 18-991, you are authorizing the General Manager to sign the AGREEMENT 

FOR BOND COUNSEL SERVICES, copy attached. 
 

The PROJECT FUND AGREEMENT describes the requirement of a Custodian to manage funds, what 

happens to the money after loan funding, where and how funds will be deposited, how we will request 

disbursement of funds and more.  The custodian will be U.S. Bank.  This requirement is imposed out of 

an abundance of caution because we are using some of the financing proceeds to pay salaries; bond 

counsel believes it is prudent that there is a strict accounting of reimbursement requests without any 

possibility of commingling with non-tax-exempt costs. This is exactly the same type of custodian 

requirement that was imposed with our last lease-purchase agreement, when we purchased meters in 

2000.  Note that Section 1b of the Agreement identifies how money will be held and invested and I am 

still working with bond counsel and the bank to better firm up this section.  Custodian fees are payable 

directly to U.S. Bank, and not as part of this loan transaction.  First year costs are estimated at $3,000; 

and once funds are all spent, the requirement for a custodian goes away.  

 

FISCAL IMPACT:  
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