DuPage Water Commission

600 E. Butterfield Road, Elmhurst, IL 60126-4642
(630)834-0100 Fax: (630)834-0120

NOTICE IS HEREBY GIVEN THAT THE RESCHEDULED DECEMBER 2002
FINANCE COMMITTEE MEETING OF THE DU PAGE WATER COMMISSION
WILL BE HELD AT 8:00 A.M. ON THURSDAY, DECEMBER 12, 2002, AT ITS
OFFICES LISTED BELOW. THE AGENDA FOR THE RESCHEDULED
DECEMBER 2002 REGULAR COMMITTEE MEETING IS AS FOLLOWS:

AGENDA
FINANCE COMMITTEE
THURSDAY, DECEMBER 12, 2002
8:00 A.M.

600 EAST BUTTERFIELD ROAD
ELMHURST, IL 60126

l. Roll Call
. Approval of Minutes of September

1. Treasurer's Report — November, 2002

V. Financial Statements — November, 2002

V. Accounts Payable

VI. Ordinance 0O-12-02: An Ordinance Transferring Appropriations Within Certain
Funds for the Fiscal Year Commencing May 1, 2002 and Ending April 30, 2003

VII. Draft Five-Year Capital Plan

VIll.  Forward Refunding — 1993 Revenue Bonds

IX. Financial Review

A. Net Asset (Fund Balance) Analysis
B. Five Year Capital Improvement Program

C. Self Insurance Study
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All visitors must present a valid drivers license or other government-issued photo identification,
sign in at the reception area and wear a visitor badge while at the DuPage Pumping Station.



MINUTES OF A MEETING OF THE
FINANCE COMMITTEE
OF THE DU PAGE WATER COMMISSION
HELD ON SEPTEMBER 12, 2002

The meeting was called to order at 7:09 p.m. at the offices of the DuPage Water Commission,
600 E. Butterfield Rd., Elmhurst, lllinois 60126. Committee members in attendance: B.
Krajewski, Chairman, and R. Tolentino. Also in attendance: M. Vondra (ex officio), Donna
Elischer and R. Skiba.

MINUTES OF MEETINGS = JULY 10, 2002

Motion by Commissioner Tolentino, seconded by Commissioner Krajewski, to approve the
minutes of the 3:00 p.m. and 6:30 p.m. July 10, 2002 meetings. This motion carried
unanimously.

TREASURER'S REPORT — AUGUST, 2002

The Committee reviewed the August Treasurer's Report. The Committee will recommend
acceptance of the report by the full Commission at its meeting of September 12, 2002.

EINANCIAL STATEMENTS - AUGUST, 2002

The Committee reviewed the Financial Statements for June, 2002. After a brief discussion, the
Committee accepted the report.

ACCOUNTS PAYABLE

The Committee reviewed the accounts payable in the amount of $5,146,846.96. There were no
revisions to the list presented. The Committee will recommend approval of the accounts payable
by the full Commission, at its meeting on September 12, 2002.

EUND BAIL ANCE ANALYSIS AND SELF-INSURANCE STUDY

The Committee noted that the self-insurance of the Commission’s underground facilities as well
as the five year capital improvement program have a role to play in the fund balance review.
Since November 1, 2001, the Commissions underground facilities property insurance coverage
has been only $20 million. The gross cost of water mains constructed by the Commission
through April 30, 2002 is over $300 million. In addition, certain balances have been committed
for capital improvements over the next five years. The Committee will continue this discussion at
the its next meeting.

With no further business to come before the Committee, the meeting was adjourned at 7:29 p.m.
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Memorandum

“
"'JPMorgan

To: Jim Holzwart

From: Eric Rockhold, (312) 541-3384

Date: October 21, 2002

Subject: DuPage Water Commission Series 1993 Refinancing Opportunities

We enjoyed meeting with Rick and you on October 3 to discuss the refinancing
opportunities associated with the Commission’s Water Refunding Revenue Bonds, Series
1993 (“Series 1993 Bonds™). As you know, for well over a decade the Commission has
been a very important client to our team, and to me in particular, with my having worked
on both the 1992 and 1993 refunding bond transactions. We look forward to having the
opportunity to work with you again. We believe our team’s detailed knowledge of the
Commission’s operating structure, revenue sources and Charter Customers will be
essential in packaging the bonds for sale in an expedited manner, which is important in
this volatile interest rate environment.

The following memo updates the refunding opportunity on the Commission's Series 1993
Bonds that we discussed in our meeting. The graph below depicts the movement of the
Revenue Bond Index ("RBI") over the past three years. Despite the recent rise in interest
rates, the Commission still has refunding opportunities that meet its historical criteria. A
table summarizing the Commission’s opportunities can be found at the end of this memo.
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! Reflects market conditions as of October 21, 2002

Forward Refunding of Series 1993 Bonds

Given their relatively high coupons, the outstanding Series 1993 Bonds are potential
refunding candidates. Due to IRS regulations, the bonds are not advance refundable, but
will be currently callable on 1/31/03 (90 days prior to the call date of 5/1/03). When
bond refundings are attractive, but the bonds being targeted are not advance refundable,
clients often consider a forward delivery fixed rate refunding. A forward delivery fixed

J.P. Morgan Securities inc. « 227 West Monroe Street, Suite 2400, Chicago, IL 60606
Telephone: 312 541 0938 « Facsimile: 312 541 3584
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rate structure allows the Commission to lock-in today’s rates, while issuing traditional
fixed-rate bonds, similar to the forward refunding the Commission completed in 2001 on
its Series 1992 Bonds. For the Series 1993 Bonds, forward delivery refunding bonds
could be issued today for delivery to investors on 1/31/03. Although a forward interest
rate “premium” is charged by investors for having to wait to take delivery of the bonds, a
refunding of this nature can still be quite attractive. Given current market conditions, a
forward delivery fixed rate structure produces approximately $7.1 million of PV debt
service savings (4.93% of refunded par).

Summary :
The economics of refunding the Series 1993 Bonds have declined since our update in
October, primarily due to the rapid increase in market rates over the past ten days. To put
the rise in interest rates over the past month in perspective, the 10-year AAA Municipal
Market Data Index level has risen 54 basis points (0.54%) from its low on September 24.
Thus, with the current level of interest rate volatility, being prepared for a refinancing is
in the best interests of the Commission.

JPMorgan will continue to monitor the potential savings from a forward refunding of the
Series 1993 Bonds and we welcome the opportunity to discuss these structures further
with the Commission. A summary of the Commission’s refunding opportunities is shown
below.

Forward Delivery Fixed
Rate Refunding
(Current Market)
Pricing date: . 12/01/02
Delivery date: 02/01/03
Refunding par: $152,610,000
Refunding arbitrage yield: 3.86%
Refunding escrow yield: 1.58%
Refunded par: $145,655,000
Refunded average coupon: 5.318%
PV savings ($): $7,186,988
PV savings (% of refunded): 4.93%

! Market rates as of October 21, 2002.
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