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n. PRELIMINARY OFFICIAL STATEMENT DATED AUGUST 25, 2014
NEW ISSUE - FULL BOOK ENTRY ONLY RATINGS:  S&P-“____” 

(See “RATING” herein)
In the opinion of Nossaman LLP, Irvine, California, Bond Counsel, based on existing statutes, regulations, rulings 

and court decisions and assuming, among other matters, compliance with certain covenants, interest on the Bonds is 
excludable from gross income for federal income tax purposes.  Interest on the Bonds is not a specific preference item for 
purposes of the federal individual or corporate alternative minimum taxable income, although Bond Counsel observes that it 
is included in adjusted current earnings in calculating corporate alternative minimum taxable income.  In the further opinion 
of Bond Counsel, interest on the Bonds is, under existing law, exempt from State of California personal income taxes.  Bond 
Counsel expresses no opinion regarding other federal or State tax consequences relating to the ownership or disposition of, 
or the accrual or receipt of interest on, the Bonds.  See “TAX MATTERS” herein.

$19,550,000*

ROWLAND WATER DISTRICT
WATER REVENUE REFUNDING BONDS

SERIES 2014A
Dated:  Date of Delivery Due: December 1, as shown on inside cover

The Bonds are being issued pursuant to an Indenture of Trust, dated as of September 1, 2014 (the “Indenture”) 
between the Rowland Water District (the “District”) and The Bank of New York Mellon Trust Company, N.A., Los Angeles, 
California (the “Trustee”), and will be secured as described herein.  The Bonds are being issued (i) to provide funds 
to refinance certain obligations of the District, and (ii) to pay certain costs of issuing the Bonds.  Definitions of certain 
capitalized terms herein are contained in APPENDIX A hereto, and are incorporated herein by reference.  

The Bonds will be issued in book-entry form, initially registered in the name of Cede & Co., New York, New York, 
as nominee of The Depository Trust Company (“DTC”), New York, New York.  Interest on the Bonds will be payable on 
December 1 and June 1 of each year, commencing December 1, 2014, and principal of the Bonds will be paid on the dates 
set forth in the Maturity Schedule on inside cover hereof.  Purchasers will not receive certificates representing their interest 
in the Bonds.  Individual purchases will be in principal amounts of $5,000 or in any integral multiples of $5,000.  Payments 
of principal and interest will be paid by the Trustee to DTC for subsequent disbursement to DTC Participants who will remit 
such payments to the beneficial owners of the Bonds.

Payment of principal of and interest on the Bonds (the “Debt Service Payments”) are payable from Net Revenues 
of the District’s water system (the “Enterprise”).  The Debt Service Payments are a special limited obligation of the District, 
payable from and secured by a pledge of and first lien on all Net Revenues, subject to the parity lien, if any, of any Parity 
Obligations as provided for in the Indenture (as described herein).  The District is not funding a debt service reserve 
account for the Bonds.

The Bonds are subject to redemption prior to maturity as set forth herein.  See “THE BONDS -- Redemption 
of the Bonds” herein.

THE BONDS ARE LIMITED OBLIGATIONS OF THE DISTRICT PAYABLE SOLELY FROM AND SECURED 
SOLELY BY THE NET REVENUES PLEDGED THEREFOR IN THE INDENTURE AND ARE NOT SECURED BY A 
LEGAL OR EQUITABLE PLEDGE OF, OR CHARGE OR LIEN UPON ANY PROPERTY OF THE DISTRICT, OR ANY 
OF THE DISTRICT’S INCOME OR RECEIPTS, EXCEPT THE NET REVENUES.  THE BONDS ARE NOT A DEBT OF 
THE DISTRICT, THE STATE OF CALIFORNIA OR ANY OF ITS POLITICAL SUBDIVISIONS AND NEITHER THE FAITH 
AND CREDIT OF THE DISTRICT, THE STATE NOR ANY OF ITS POLITICAL SUBDIVISIONS ARE PLEDGED TO THE 
PAYMENT OF THE BONDS, AND THE DISTRICT IS NOT OBLIGATED TO LEVY OR PLEDGE ANY FORM OF TAXATION 
THEREFOR.  NEITHER THE BONDS NOR THE OBLIGATION TO MAKE DEBT SERVICE PAYMENTS CONSTITUTES AN 
INDEBTEDNESS OF THE DISTRICT, THE STATE OR ANY POLITICAL SUBDIVISION THEREOF IN CONTRAVENTION 
OF ANY CONSTITUTIONAL OR STATUTORY DEBT LIMITATION OR RESTRICTION.

This cover page contains information for general reference only.  It is not a summary of the security or terms 
of this issue.  Investors must read the entire Official Statement, including the section entitled “RISK FACTORS,” 
for a discussion of special factors which should be considered, in addition to the other matters set forth herein, 
in considering the investment quality of the Bonds.  Capitalized terms used on this cover page and not otherwise 
defined shall have the meanings set forth herein.

The Bonds are offered when, as and if sold and issued, subject to the approval as to their legality by Nossaman LLP, 
Irvine, California, Bond Counsel.  Certain legal matters will be passed upon for the District by Janet Morningstar, a Law 
Corporation, Newport Beach, California, its general counsel, and by Nossaman LLP, Irvine, California, as Disclosure 
Counsel.  Certain legal matters will be passed upon for the Underwriter by its counsel, Orrick, Herrington & Sutcliffe LLP, 
Los Angeles, California.  It is anticipated that the Bonds in book-entry form, will be available for delivery through the facilities 
of DTC in New York, New York, on or about September 18*, 2014.

Date: _________________________
* Preliminary, subject to change.
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2014 $540,000
2015 455,000
2016 470,000
2017 485,000
2018 500,000
2019 515,000
2020 530,000
2021 555,000
2022 580,000
2023 595,000
2024 625,000
2025 650,000
2026 675,000
2027 705,000
2028 740,000
2029 765,000

$4,445,000 ___% Term Bonds Due December 1, 2034, Price or Yield: ___% (CUSIP®: _________)
$5,720,000 ___% Term Bonds Due December 1, 2039, Price or Yield: ___% (CUSIP®: _________)

__________________________
* Preliminary, subject to change.
®

Standard & Poor's CUSIP Service Bureau, a division of The McGraw-Hill Companies, Inc., and are provided 
for convenience of reference only.  The District and the Underwriter do not assume any responsibility for the 
accuracy of CUSIP data.
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No dealer, broker, salesperson or other person hasbeen authorized bythe Rowland
W ater District (the “District”) or the Underwriter to give any information or to make any
representations other than those contained herein and, if given or made, such other
information or representations must not be relied upon as having been authorized by the
District or the Underwriter. ThisOfficial Statement doesnot constitute an offer to sell or the
solicitation ofan offer to buy nor shall there be any sale ofthe Bonds by a person in any
jurisdiction in which it isunlawful for such person to make such an offer, solicitation or sale.
ThisOfficial Statement isnot tobe construedasa contract with the purchasersofthe Bonds.
Statementscontained in thisOfficial Statement which involve estimates, forecastsor matters
ofopinion, whether or not expresslysodescribedherein, are intendedsolelyassuch andare
not tobe construedasrepresentationsoffact.

The information set forth herein hasbeen obtained from the District and other sources
which are believed to be reliable, but it isnot guaranteed astoaccuracyor completeness, and
isnot to be construed asa representation bythe Underwriter. The Underwriter hasreviewed
the information in thisOfficial Statement in accordance with, and aspart of, itsresponsibilities
under federal securitieslaws, asapplied to the factsandcircumstancesofthistransaction, but
the Underwriter does not guarantee the accuracy or completeness ofsuch information. The
information andexpressionsofopinionsherein are subject tochange without notice andneither
deliveryofthisOfficial Statement nor anysale made hereunder shall, under anycircumstances,
create anyimplication that there have not been anychangesin the affairsofthe District since
the date hereof. All summariesofthe documentsare made subject to the provisionsofsuch
documents, respectively, and do not purport to be complete statements ofany or all ofsuch
provisions. This Official Statement is submitted in connection with the sale ofthe Bonds
referred to herein and may not be reproduced or used, in whole or in part, for any other
purpose.

IN CONNECTION W ITH THE OFFERING OF THE BONDS, THE UNDERW RITER
MAY EFFECT TRANSACTIONS W HICH STABILIZE OR MAINTAIN THE MARKET PRICE OF
THE BONDS AT A LEVEL ABOVE THAT W HICH MIGHT OTHERW ISE PREVAIL IN THE
OPEN MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY
TIME. THE UNDERW RITER MAY OFFER AND SELL THE BONDS TO CERTAIN DEALERS
AND DEALER BANKS AND BANKS ACTING AS AGENT AT PRICES LOW ER THAN THE
PUBLIC OFFERING PRICE STATED ON THE COVER PAGE HEREOF. THE PUBLIC
OFFERING PRICE MAY BE CHANGED FROM TIME TO TIME BY THE UNDERW RITER.

The District maintainsa website. However, the information presentedon the website is
not a part ofthis Official Statement and should not be relied upon in making an investment
decision with respect tothe Bonds.

Referencesto web site addressespresented herein are for informational purposesonly
and may be in the form ofa hyperlink solely for the reader’s convenience. Unless specified
otherwise, such web sites and the information or links contained therein are not incorporated
into, and are not part of, thisOfficial Statement for purposesof, and asthat term isdefined in,
SecuritiesExchange Commission Rule 15c2-12.
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OFFICIAL STATEMENT

$19,550,000
*

ROW LAND W ATER DISTRICT
W ATER REVENUE REFUNDING BONDS

SERIES 2014A

INTRODUCTION

General

The purpose ofthisOfficial Statement ofthe RowlandW ater District (the “District”)isto
furnish information regarding the issuance and sale of $19,550,000* principal amount of
RowlandW ater District W ater Revenue RefundingBonds, Series2014A (the “Bonds”)pursuant
to the provisions ofan Indenture ofTrust, dated as ofSeptember 1, 2014 (the “Indenture”)
between the District and The Bank ofNew York Mellon Trust Company, N.A. (the “Trustee”).
The Bonds will be issued pursuant to the provisions ofthe Indenture and Articles10 and 11,
Chapter 3, Part 1, Division 2, Title 5 (commencing with Section 53570) of the California
Government Code, asamended(the “BondLaw”).

The Bondsare subject toredemption prior tomaturityasdescribedherein. See “THE
BONDS”herein.

The District

The Rowland W ater District (the “District”)was formed in 1953 for the purpose of
operating a water system (the “Enterprise”)for residents and businesses located within the
boundariesofthe District. The District’sservice area encompassesapproximately17.2 square
milesandincludescertain unincorporatedareasofsoutheastern LosAngelesCounty, including
portionsofRowlandHeights, La Puente, Hacienda Heights, the CityofIndustryandthe Cityof
W est Covina. The District contains residential, commercial and industrial development. The
District’s service area has a population ofapproximately 60,000, and as ofJune 30, 2014
provided approximately 13,800 water service connections. The District is governed by a five
member BoardofDirectors, electedfor 4-year terms.

For other information concerning the District, see “THE DISTRICT AND THE
ENTERPRISE”herein. A copy ofthe audited financial statements ofthe District for the year
endedJune 30, 2013 isattachedheretoasAPPENDIX B.

Purpose

The Bondsare being issued bythe District to (i)together with other available fundsof
the District, prepaythe District’sobligationsunder an Installment Purchase Contract, dated as
ofDecember 1, 2008 (the “2008 Installment Purchase Contract”) with the CSDA Finance
Corporation (the “Corporation”), which obligationssecure the District’sRowland W ater District
Certificates ofParticipation (Recycled W ater Project), Series 2008 (the “Prior Obligations”),
delivered in the aggregate principal amount of$20,545,000, ofwhich $19,105,000 remains
outstanding, and(ii)paycertain costsofissuance ofthe Bonds(includingexpensesincurredin
connection with the refunding ofthe Prior Obligations). See “THE REFUNDING PLAN”and

*
Preliminary, subject tochange.
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“ESTIMATED SOURCES AND USES OF FUNDS”herein. The Prior Obligationswere issuedto
finance certain improvements to the Enterprise. See “THE DISTRICT AND THE
ENTERPRISE”herein for a description ofthe District’swater system. The District isnot funding
a debt service reserve account for the Bonds.

Securityfor the Bonds

The Bondsare payable from, andsecuredbya lien on, the Net Revenues(asdescribed
in “SECURITY FOR THE BONDS -General”herein), and from certain interest and other
income derived from certain funds and accounts held under the Indenture. Under the
Indenture, the District has irrevocably pledged all Net Revenues to the payment ofthe Debt
Service Payments, subject to the termsand conditionsofthe Indenture. Revenuesare held in
the Revenue Fundofthe District. See “SECURITY FOR THE BONDS”herein.

The District is authorized to issue additional Parity Obligations secured by the Net
Revenues with a lien on a parity basis with the lien ofthe Bonds, provided it complies with
certain provisionsin the Indenture. Payment ofthe Debt Service Paymentsison a paritywith
the obligation ofthe District to pay installment payments under an Installment Purchase
Contract, dated as ofNovember 1, 2012, between the District and the Puente Basin W ater
Agency (the “Agency”)securing the Agency’s Puente Basin W ater Agency W ater Revenue
Bonds, 2012 Series A (Rowland W ater District Project), originally issued in the principal
amount of$19,835,000, ofwhich $19,455,000 iscurrentlyoutstanding(the “2012 Bonds”).

The lien ofthe Bonds is also subject to the parity lien, ifany, ofany additional
obligations (with the 2012 Bonds, the “Parity Obligations”)as provided for in the Indenture.
See “SECURITY FOR THE BONDS”herein.

Pursuant to the Indenture, the District has covenanted to fix, prescribe and collect
certain ratesand chargesfor service providedbythe Enterprise. See “SECURITY FOR THE
BONDS -Rate Covenant”herein.

No Debt Service Reserve Account

The District isnot fundinga debt service reserve account for the Bonds, although debt
service reserve accounts may be created with respect to the issuance of future Parity
Obligations. The ownersofthe Bondswill not be entitledtoamountson deposit in the reserve
accountsestablishedfor future ParityObligations.

RiskFactors

There can be no assurance that the local demand for the services provided by the
Enterprise will be maintainedat levelsdescribedin thisOfficial Statement, or that the District’s
expenses for operating and maintaining the Enterprise will be consistent with the levels
described in this Official Statement. Changes in technology, decreased demand, new
regulatoryrequirements, increasesin the cost ofenergyor other expenseswouldreduce Net
Revenues, andcouldrequire substantial increasesin ratesor chargesin order tocomplywith
the rate covenant. Such rate increases could increase the likelihood ofnonpayment, and
couldalsofurther decrease demand.

See “RISK FACTORS”herein for a discussion ofspecial factors which should be
considered, in addition to the other matters set forth herein, in considering the investment
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quality ofthe Bonds, including a discussion ofthe impact ofProposition 218, Constitutional
limitson feesandcharges, seismic considerations, limitation on remediesandchangesin law.
See also “STATE AND FEDERAL REGULATORY ACTIVITIES AND LITIGATION”herein for
a discussion ofpotential for litigation regardingrestoration ofsalmon in the San Joaquin River,
implementation of the San Joaquin River Restoration Settlement Agreement, and other
environmental considerations.

Lim ited Obligations

THE OBLIGATION OF THE DISTRICT TO MAKE PAYMENTS OF PRINCIPAL OF,
PREMIUM, IF ANY, AND INTEREST ON THE BONDS IS A SPECIAL OBLIGATION OF THE
DISTRICT PAYABLE SOLELY FROM NET REVENUES AND OTHER FUNDS PROVIDED
FOR IN THE INDENTURE, AND DOES NOT CONSTITUTE A DEBT OF THE DISTRICT OR
THE STATE OF CALIFORNIA OR OF ANY POLITICAL SUBDIVISION THEREOF W ITHIN
THE MEANING OF ANY STATUTORY OR CONSTITUTIONAL DEBT LIMITATION OR
RESTRICTION, OR AN OBLIGATION FOR W HICH THE DISTRICT OR THE STATE OF
CALIFORNIA IS OBLIGATED TO LEVY OR PLEDGE ANY FORM OF TAXATION OR FOR
W HICH THE DISTRICT OR THE STATE OF CALIFORNIA HAS LEVIED OR PLEDGED ANY
FORM OF TAXATION.

Forward-Looking Statem ents

This Official Statement contains forward-looking statements, including (i)statements
containing projections ofNet Revenues and other financial items, (ii)statements offuture
economic performance ofthe Enterprise, and (iii)statementsofthe assumptionsunderlying or
relating to statements described in (i) and (ii) above, (collectively, the “Forward-Looking
Statements”). All statements other than statements ofhistorical facts included in this Official
Statement, including without limitation statementsunder “THE ENTERPRISE”and“SECURITY
FOR THE BONDS”regarding the financial position, capital resourcesand statusofthe District
and the Enterprise are Forward-Looking Statements. Although the District believes that the
expectationsreflected in such Forward-Looking Statementsare reasonable, no assurance can
be given that such expectationswill prove to be correct. Important factorswhich could cause
actual results to differ materiallyfrom expectationsofthe District (collectively, the “Cautionary
Statements”) are disclosed in this Official Statement. All Forward-Looking Statements
attributable tothe District are expresslyqualifiedin their entiretybythe CautionaryStatements.

Sum m aries Not Definitive

Definitionsofcertain capitalizedtermsherein are containedin APPENDIX A hereto, and
are incorporated herein by reference. Definitions of certain terms used in this Official
Statement, andthe summariesofandreferencescontainedherein tothe Indenture, the Bonds,
the Continuing Disclosure Agreement, statutes and other documents do not purport to be
comprehensive or definitive and are qualified byreference to each such document, instrument
or statute.

Copiesofthe documentsdescribed herein will be available at the office ofthe District,
3021 So. Fullerton Rd., RowlandHeights, CA 91748.
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THE REFUNDING PLAN

The District is selling the Bonds, in part, to provide moneys necessary to refund its
obligationsunder the 2008 Installment Purchase Contract andtodefease the Prior Obligations.
A portion ofthe proceedsofthe Bondswill be usedon the ClosingDate toestablish an escrow
fund(the “Escrow Fund”)for the Prior Obligations, tobe held in trust byThe BankofNew York
Mellon Trust Company, N.A., acting as escrow agent for the Prior Obligations (the “Escrow
Agent”)under Escrow Instructions between the Authority and the Escrow Agent, dated as of
September 1, 2014 (the “Escrow Agreement”). Proceedsdeposited into the Escrow Fund will
be used to purchase obligations for which the full faith and credit ofthe United States are
pledged for the payment ofprincipal and interest (“Government Securities”). Principal ofand
interest on the Government Securitieswill be usedbythe Escrow Agent topaythe debt service
on the Prior Obligations until December 1, 2018, and to prepay the outstanding Prior
Obligationson December 1, 2018, at a redemption price equal to100% ofthe principal amount
thereofasspecified in the Escrow Agreement. See “ESTIMATED SOURCES AND USES OF
FUNDS”and “VERIFICATION OF MATHEMATICAL ACCURACY”herein. Upon deposit of
such proceedsand other moneysinto the Escrow Fund, the Prior Obligationswill no longer be
deemedoutstanding.

The moneysandsecuritiesheldbythe Escrow Agent are pledgedtothe payment ofthe
Prior Obligations. Moneys and Government Securities deposited in the Escrow Fund are not
available topayprincipal ofor interest on the Bonds.

PRIOR OBLIGATIONS TO BE PAID FROM THE ESCROW FUND

MaturityDate
(Decem ber 1)

Principal
Am ount

Interest
Rate CUSIP

®

2014 $ 330,000 5.00% 779648 AF1
2015 345,000 5.00 779648 AG9
2016 365,000 5.50 779648 AH7
2017 385,000 5.00 779648 AJ3
2018 405,000 5.00 779648 AK0
2019

(1)
425,000 5.25 779648 AL8

2020
(1)

450,000 5.50 779648 AM6
2021

(1)
475,000 5.75 779648 AN4

2022
(1)

505,000 5.75 779648 AP9
2023

(1)
530,000 5.50 779648 AQ7

2024
(1)

565,000 5.75 779648 AR5
2025

(1)
595,000 5.75 779648 AS3

2029
(1)

2,770,000 6.00 779648 AW 4
2035

(1)
5,725,000 6.50 779648 BC7

2039
(1)

5,235,000 6.25 779648 BG8
_____________
(1) Tobe prepaidon December 1, 2018.

CONTINUING DISCLOSURE

The District hascovenanted, pursuant to a Continuing Disclosure Agreement, dated as
ofSeptember 1, 2014, for the benefit ofholdersandbeneficial ownersofthe Bondstoprovide,
or cause to be provided, certain financial information and operating data relating to the District
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by not later than March 1 in each year following the end ofthe District’s Fiscal Year (which
currently would be June 30), commencing with the report for the Fiscal Year ended June 30,
2014 (the “Annual Report”), and to provide notices ofthe occurrence ofcertain enumerated
events, ifmaterial. The Annual Report andnoticesofmaterial eventswill be filedbythe District
with the Municipal Securities Rulemaking Board (the “MSRB”). The specific nature ofthe
information to be contained in the Annual Report or the notices of material events is
summarizedbelow in “APPENDIX D.” These covenantshave been made in order toassist the
Underwriter in complyingwith S.E.C. Rule 15c2-12(b)(5)(the “Rule”).

W ith respect to its prior undertakings under the Rule, within the past five years the
District failed tofile in a timelymanner certain portionsofthe annual reports, asrequiredbyits
existingcontinuingdisclosure obligations. Asofthe date ofthisOfficial Statement the District is
current on filings in all material respects. Since the issuance ofthe 2012 Bonds, the District
hasretainedUrban Futures, Inc. toassist with itsfilingobligations.

THE BONDS

Description of the Bonds

The Bondsshall be delivered in the form offullyregistered Bonds, without coupons, in
denominationsof$5,000 or anyintegral multiple thereof, and shall be dated the date ofinitial
deliverythereof. The Bondswill mature on the datesand in the amountsset forth on the front
cover ofthis Official Statement. The Bonds, when issued, will be registered in the name of
Cede & Co., asregistered owner and nominee ofThe DepositoryTrust Company, New York,
New York(“DTC”). So long asDTC, or Cede & Co. asitsnominee, isthe registered owner of
all Bonds, all paymentson the Bondswill be made directlyto DTC, and disbursement ofsuch
payments to the DTC Participants (defined below) will be the responsibility ofDTC, and
disbursement of such payments to the Beneficial Owners (defined below) will be the
responsibility ofthe DTC Participants, as more fully described hereinafter. See “Book-Entry
OnlySystem”below.

Interest on the Bonds shall be payable on December 1 and June 1 ofeach year,
commencing December 1, 2014, and continuing to and including the date ofmaturityor prior
redemption, whichever isearlier. Principal ofthe Bondsshall become payable on December 1
in each ofthe years and in the amounts set forth on the inside cover page ofthis Official
Statement. Principal andpremium, ifany, ofthe Bondsshall be payable upon presentation and
surrender thereofat the corporate trust office ofthe Trustee in LosAngeles, California.

Interest on the Bonds shall be based on a 360-day year composed oftwelve 30-day
monthsandshall be payable bycheckfrom the Trustee mailedon each Interest Payment Date
byfirst classmail to the registered Ownersasofthe close ofbusinesson the 15th dayofthe
calendar month (whether or not such day is a Business Day)preceding an Interest Payment
Date (the “RecordDate”)at their addressesshown on the registration booksmaintainedbythe
Trustee. Upon the written request from anyOwner ofBondsaggregatingat least $1,000,000 in
principal amount, receivedon or prior to the fifteenth dayofthe month preceding an applicable
Interest Payment Date, bywire in Federal Reserve fundstoan account within the UnitedStates
on the Interest Payment Date, with regard to which such payment ismade. See “Book-Entry
OnlySystem”below for a description ofhow interest and principal will be paid while the Book-
EntrySystem isin effect.
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Redem ption of the Bonds
*

ExtraordinaryCasualtyRedem ption. The Bondsare subject to redemption, in whole
or in part on anydate, from the Net Proceedsofinsurance or condemnation with respect tothe
Enterprise, at a redemption price equal to the principal amount ofthe Bondsto be redeemed,
together with accruedinterest tothe date fixedfor redemption, without premium.

Optional Redem ption. The Bondsmaturing on or before December 1, 20___, are not
subject to optional redemption prior to their respective stated maturities. The Bondsmaturing
on or after December 1, 20___, are subject to optional redemption on any date on or after
December 1, 20___, in whole or in part, from anysource ofavailable funds, at a redemption
price equal tothe principal amount thereoftobe redeemedtogether with accruedinterest tothe
redemption date, without a premium.

Sinking Fund Redem ption of Bonds.The BondsmaturingDecember 1, 20__shall be
subject to mandatory sinking fund redemption in part, by lot, commencing on December 1,
20__-, from mandatory sinking fund payments set aside in the Payment Account, at a
redemption price equal to the principal amount thereofto be redeemed, together with accrued
interest tothe date fixedfor redemption, without premium, in the aggregate respective principal
amountsandon the datesset forth below:

Sinking Fund
Redem ption Date

(Decem ber 1)
Principal Am ount
To Be Redeem ed

If some but not all of such Bonds have been redeemed pursuant to optional or
extraordinaryredemption, the total amount ofall future sinkingfundpaymentsshall be reduced
by the aggregate principal amount ofsuch Bonds so redeemed, to be allocated among such
sinkingfundpaymentson a prorata basisasdeterminedbythe District.

Purchase in Lieu of Redem ption. In lieu, or partially in lieu, of such call and
redemption, moneysofthe District maybe usedtopurchase OutstandingBonds. Purchasesof
Outstanding Bondsmaybe made bythe District prior to the selection ofBondsfor redemption
bythe Trustee, at public or private sale asand when and at such pricesasthe District mayin
itsdiscretion determine but onlyat prices(including brokerage or other expenses)ofnot more
than par plusapplicable accrued interest and redemption premiums, and anyaccrued interest
payable upon the purchase ofBonds may be paid from the amount in the Payment Fund for
payment ofinterest on the followingInterest Payment Date.

Selection of Bonds for Redem ption. In the event that part, but not all, ofthe Bonds
are tobe redeemed(except for mandatorysinkingfundredemption), the Bondstobe redeemed
shall be selected bythe Trustee among maturities or mandatorysinking fund redemptionsas
designated in writing by the District and by lot within a maturity;provided, however, that, as

*
Preliminary, subject tochange.
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shall be set forth in a Certificate ofthe District, the Bondsmaybe redeemedbyanymaturityor
maturities or mandatory sinking fund redemptions selected bythe District, and bylot within a
maturity. For the purpose ofthe selection, all Bondsregisteredin the name ofthe same Owner
shall be aggregatedandtreatedasa single Bondheldbysuch Owner. Notwithstandinganyof
the foregoing, in any such partial redemption the Trustee shall call the Bonds in integral
multiplesof$5,000. In the event ofa redemption for which the Trustee doesnot have monies
available to redeem the entire amount scheduled for redemption, the Trustee shall redeem
Bonds ofthe applicable maturity or maturities by lot up to a principal amount equal to the
available monies.

Notice of Redem ption;Rescission. W hen redemption is authorized or required, the
Trustee shall give notice (the “Redemption Notice”)ofthe redemption ofthe Bonds. Such
Redemption Notice shall specify: (a)the Bondsor designated portionsthereof(in the case of
redemption ofthe Bonds in part but not in whole)which are to be redeemed;(b)the date of
redemption;(c)the place or placeswhere the redemption will be made, includingthe name and
addressofanypayingagent;(d)the redemption price;(e)the CUSIP numbers(ifany)assigned
tothe Bondstobe redeemed;(f)iflessthan all the Bondsofa maturityare tobe redeemed, the
certificate numbersofthe Bondstobe redeemedand, in the case ofanyBondtobe redeemed
in part only, the amount ofsuch Bond to be redeemed;and (g)the original issue date, interest
rate and stated maturity date ofeach Bond to be redeemed in whole or in part. Such
Redemption Notice shall further state that on the specified date there shall become due and
payable upon each Bondor portion thereofbeingredeemedthe redemption price, together with
interest accruedtothe redemption date, andthat from andafter such date interest with respect
theretoshall cease toaccrue andbe payable.

At least thirty(30), but not more than forty-five (45), daysprior to the redemption date
(or immediately upon receipt ofNet Proceeds from insurance or condemnation awards which
are to be used to redeem Bonds), the Trustee shall cause Redemption Noticesto be given to
the respective Owners of Bonds designated for redemption by first class mail, postage
redeemed, at their addressesappearingon the BondRegister maintainedbythe Trustee.

The District shall have the right to rescind anyoptional redemption bywritten notice to
the Trustee on or prior tothe date fixedfor redemption. In addition, anysuch notice ofoptional
redemption shall be canceled and annulled iffor any reason funds will not be or are not
available on the date fixed for redemption for the payment in full ofthe Bondsthen called for
redemption, and such rescission or cancellation shall not constitute an Event ofDefault under
the Indenture. The District and the Trustee shall have no liability to the Ownersor anyother
partyrelated toor arising from such rescission ofredemption. The Trustee shall mail notice of
such rescission ofredemption in the same manner as the original notice ofredemption was
sent.

Effect of Redem ption. If, on said redemption date, moneys sufficient for the
redemption ofall the Bonds to be redeemed, together with interest to said redemption date
shall be held by the Trustee so as to be available therefor on such redemption date, and, if
notice ofredemption thereofshall have been given, then, from and after saidredemption date,
interest with respect tothe portion ofBondstobe redeemedshall cease toaccrue andbecome
payable. Ifsaidmoneysshall not be soavailable on saidredemption date, interest with respect
tosuch portion ofBondsshall continue tobe payable until paidat the same ratesastheywould
have been payable hadtheynot been calledfor redemption.
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Issuance of ParityObligations

The District has covenanted in the Indenture that so long as any Bonds are
Outstanding, the District shall not issue or incur anyobligationspayable from Net Revenuesor
the Revenue Fund senior or superior to the Debt Service Payments. The District has
covenanted in the Indenture that the District mayat anytime issue ParityObligationspayable
from Net Revenueson a paritybasiswith the Debt Service Paymentsin such principal amount
as shall be determined by the District. The District may issue or incur any such Parity
Obligationssubject to the following specific conditionswhich are conditionsprecedent to the
issuance anddeliveryofsuch ParityObligations:

(i) NoEvent ofDefault shall have occurredandbe continuing;and

(ii) The Net Revenues, calculated in accordance with Generally Accepted
Accounting Principles, either (i)as shown by the books ofthe District for the
latest Fiscal Year, asverifiedbya certificate ofa Treasurer, or (ii)asshown by
the booksofthe District for anymore recent twelve (12)month periodselected
bythe District, asverifiedbya certificate or opinion ofan Independent Certified
Public Accountant employedbythe District, plusin either case (at the option of
the District)the Additional Revenues, shall be at least equal to one hundred
andten percent (110% )ofthe amount ofMaximum Annual Debt Service;and

(iii) The District may, but is not required to, establish from the proceeds ofsuch
ParityObligationsa reserve fund for the securityofsuch ParityObligations, in
an amount then permittedunder the Code.

“Additional Revenues”means an allowance for Net Revenues (i)arising from any
increase in the chargesmade for service from the Enterprise adoptedprior to the incurring of
such Parity Obligations and effective within eighteen (18) months following the date of
incurring such Parity Obligations, in an amount equal to the total amount by which the Net
Revenues would have been increased ifsuch increase in chargeshad been in effect during
the whole ofthe most recent completed Fiscal Year or during any more recent twelve (12)
month periodselectedbythe District, and(ii)arisingfrom anyincrease in service connections
to the Enterprise prior to the incurring ofsuch ParityObligations, in an amount equal to the
total amount bywhich the Net Revenueswouldhave been increasedifsuch connectionshad
been in existence during the whole ofthe most recent completed Fiscal Year or during any
more recent twelve (12)month period selected bythe District, all asshown bythe certificate
or opinion ofan Independent Financial Consultant.

The provisions ofsubsection (ii)above shall not apply to any Parity Obligations if
(A)all ofthe proceeds ofwhich (other than proceeds applied to pay costs ofissuing such
ParityObligationsandtomake anyreserve funddeposit)shall be deposited in an irrevocable
escrow heldin cash or investedin Federal Securitiesfor the purpose ofpayingthe principal of
and interest and premium (ifany)on any Outstanding Bonds or on any outstanding Parity
Obligations, (B)at the time ofthe incurring ofsuch ParityObligations, the District certifiesin
writing that maximum annual debt service on the refunding ParityObligationswill not exceed
Maximum Annual Debt Service on the Outstanding Bonds being refunded, and (C)the final
maturityofthe refunding ParityObligationsisnot later than the final maturityofthe refunded
Bondsor ParityObligations.
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In order to maintain the parityrelationship ofthe Debt Service Paymentsto all Parity
Obligations permitted hereunder, the District covenants that all payments in the nature of
principal and interest with respect to any Parity Obligations, except with respect to
Governmental Loans, will be structuredtooccur semi-annuallyon the Due Datesandin each
year as such payments are due with respect to the Debt Service Payments, and reserve
account replenishment with respect to any Parity Obligations, except with respect to
Governmental Loans, will be structuredtooccur monthly, andtootherwise structure the terms
ofsuch ParityObligationsto ensure that theyare in all respectspayable on a paritywith the
Debt Service Payments and not prior thereto;provided that the District shall not make a
payment on such Governmental Loan to the extent it would have the effect ofcausing the
District tofail topayDebt Service Paymentson a timelybasis. In such event, the District shall
make Debt Service Paymentsandpaymentson such Governmental Loan on a prorata basis.

Subordinate Obligations. Notwithstanding the foregoing, nothing in the Indenture
shall be construed as prohibiting the issuance by the District ofobligations secured by Net
Revenueson a subordinate basistothe Bonds.

Book-EntryOnlySystem

DTC will act assecuritiesdepositoryfor the Bonds. The Bondswill be issued asfully-
registered bonds registered in the name ofCede & Co. (DTC’s partnership nominee). One
fully-registered Bond will be issued for each maturity ofthe Bonds, each in the aggregate
principal amount ofsuch maturity, andwill be depositedwith DTC. See “APPENDIX E -BOOK
ENTRY PROVISIONS”herein.

Neither the District nor the Trustee can anddonot give anyassurancesthat DTC, DTC
Participants or others will distribute paymentsofprincipal, interest or premium with respect to
the BondspaidtoDTC or itsnominee asthe registeredowner, or will distribute anyredemption
noticesor other notices, tothe Beneficial Owners, or that theywill dosoon a timelybasisor will
serve and act in the manner described in this Official Statement. Neither the District nor the
Trustee are responsible or liable for the failure ofDTC or any DTC Participant to make any
payment or give anynotice toa Beneficial Owner with respect tothe Bondsor an error or delay
relatingthereto.



10

ESTIMATED SOURCES AND USES OF FUNDS

The proceedsreceivedfrom the sale ofthe Bondsandother available fundsare tobe
appliedasfollows:

SourcesofFunds:

Principal Amount ofBonds $19,550,000
*

Net Original Issue [Discount][Premium]
Amount RelatingtoPrior Obligations

TOTALSOURCES

UsesofFunds:

Transfer toEscrow Agent
(1)

CostsofIssuance
(2)

TOTALUSES
_______________
(1) See “THE REFUNDING PLAN”above.
(2) Includes fees ofBond Counsel, Disclosure Counsel and Trustee, Underwriter’s discount

andother costsofissuingthe Bonds.

*
Preliminary, subject tochange.
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DEBTSERVICE

The followingtablesillustrate the annual debt service for the BondsasofDecember 1 of
each year andthe aggregate annual debt service on the Bondsandthe 2012 Bonds.

Period Ending
(Decem ber 1) Principal Interest

Total
Debt Service

TOTALS
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Year Ending
(Decem ber 1)

2012Bonds
Debt Service

Bonds
Debt Service

Total
Debt Service

TOTALS
_____________
(1) Includesinterest on all ofthe Prior Obligationsdue before the ClosingDate.

SECURITY FOR THE BONDS

General

THE OBLIGATION OF THE DISTRICT TO PAY PRINCIPAL OF AND INTEREST ON
THE BONDS IS A LIMITED OBLIGATION OF THE DISTRICT PAYABLE FROM NET
REVENUES AND IS NOT SECURED BY A LEGAL OR EQUITABLE PLEDGE OF, OR
CHARGE OR LIEN UPON, ANY PROPERTY OF THE DISTRICT OR ANY OF ITS INCOME
OR RECEIPTS, EXCEPT THE NET REVENUES PLEDGED UNDER THE INDENTURE. THE
FULL FAITH AND CREDIT OF THE DISTRICT IS NOT PLEDGED FOR THE PAYMENT OF
PRINCIPAL OF AND INTEREST ON THE BONDS AND NO TAX OR OTHER SOURCE OF
FUNDS, OTHER THAN THE NET REVENUES AND CERTAIN OTHER AMOUNTS ON
DEPOSIT UNDER THE INDENTURE, ARE PLEDGED TO PAY THE INTEREST ON OR
PRINCIPALOF THE BONDS. THE PAYMENT OF THE PRINCIPALOF OR INTEREST W ITH
RESPECT TO THE BONDS DOES NOT CONSTITUTE A DEBT, LIABILITY OR OBLIGATION
OF THE DISTRICT, THE STATE OF CALIFORNIA OR ANY POLITICAL SUBDIVISION
THEREOF FOR W HICH ANY SUCH ENTITY IS OBLIGATED TO LEVY OR PLEDGE ANY
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FORM OF TAXATION OR FOR W HICH ANY SUCH ENTITY HAS LEVIED OR PLEDGED ANY
FORM OF TAXATION.

Pledge of Net Revenues

The Bondsare secured bya pledge ofthe Net Revenuesreceived bythe District from
the operation ofthe Enterprise, as those terms are defined below and upon all money and
securitieson deposit in certain accountsunder the Indenture. The obligation ofthe District to
make Debt Service Paymentsfrom Net Revenuesisabsolute andunconditional, anduntil such
time as all Debt Service Payments shall have been fully paid and the Bonds are no longer
Outstanding (or provision for the payment thereofshall have been made), the District will not,
under anycircumstances, discontinue, abate or suspendanypayment due under the Indenture
when due, whether or not the Enterprise is operating or operable or has been completed, or
whether or not the Enterprise is condemned, damaged, destroyed or seized or its use is
suspended, interfered with, reduced or curtailed or terminated in whole or in part, and such
payments shall not be subject to reduction whether by offset, counterclaim, defense,
recoupment, abatement, suspension, deferment or otherwise andshall not be conditional upon
the performance or nonperformance byanypartyofanyagreement or covenant contained in
the Indenture for anycause whatsoever.

All Net Revenues are irrevocably pledged by the District to the payment ofthe Debt
Service Payments and debt service on Parity Obligations (including payments securing the
2012 Bonds)as provided in the Indenture, and the Net Revenues shall not be used for any
other purpose while anyofthe Bondsremain Outstanding;provided, however, that out ofthe
Net Revenues, there may be apportioned such sums for such purposes as are expressly
permittedbythe Indenture, including payment ofdebt service on anyParityObligations. This
pledge shall constitute a first lien on the Net Revenuesfor the payment ofthe Debt Service
Paymentsand debt service on anyParityObligationsin accordance with the Indenture. The
Bonds are not secured bya lien on the Enterprise or anyother propertyof the District.

In the Indenture, the District covenantsthat, solongasanyBondsare outstanding, the
District will not issue or incur any obligations payable from Net Revenues superior to the
payment ofthe Debt Service Payments. The District isauthorized to issue additional Parity
Obligationssecured byNet Revenueswith a lien on a paritybasiswith the lien ofthe Bonds,
providedit complieswith certain provisionsin the Indenture. See “THE BONDS –Issuance of
ParityObligations”herein. The District isalso authorized to issue subordinate debt secured
byNet Revenues.

“Net Revenues”are Revenues less the Maintenance and Operation Costs, as such
terms are defined below. The “Enterprise”means the District’s water system, including all
facilities, works, properties and structures ofthe District for the treatment, transmission and
distribution ofpotable andnon-potable water, includingall contractual rightstowater supplies,
transmission capacity supply, easements, rights-of-way and other works, property or
structuresnecessaryor convenient for such facilities, together with all additions, betterments,
extension and improvements to such facilities or any part thereofhereafter acquired or
constructed. See “THE DISTRICT AND THE ENTERPRISE”herein for a description ofthe
Enterprise.

The District has covenanted to fix, prescribe and collect rates and charges for the
Enterprise sufficient to annually provide Net Revenues equal to 110% ofthe Debt Service
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Payments and the payment ofdebt service on anyParityObligations, pluscertain reserves.
See “Rate Covenant”below.

“Maintenance and Operation Costs” ofthe Enterprise means the reasonable and
necessary costs and expenses paid by the District for maintaining and operating the
Enterprise, as determined in accordance with Generally Accepted Accounting Principles,
including but not limited to (a)the reasonable expensesofmanagement andrepair andother
costs and expenses necessary to maintain and preserve the Enterprise in good repair and
working order, including the cost of water, and (b)administrative costs of the District
attributable to the Enterprise and the financing thereof; but excluding (x)depreciation,
replacement and obsolescence charges or reserves therefor, (y)in any Fiscal Year prior to
setting aside an amount equal to the Debt Service Payments for such Fiscal Year, capital
expenditures other than as set forth in subsection (a) above, and (z)amortization of
intangiblesor other bookkeepingentriesor a similar nature.

“Revenues”meansall grossincome andrevenue receivedor receivable bythe District
from the ownership and operation ofthe Enterprise, calculated in accordance with Generally
Accepted Accounting Principles, including all rates, fees and charges (including fees for
connecting to the Enterprise)received bythe District for W ater Service and all other income
and revenue howsoever derived by the District from the Enterprise or arising from the
Enterprise;provided, however, that (i)anyspecific chargeslevied for the expresspurpose of
reimbursing othersfor all or a portion ofthe cost ofthe acquisition or construction ofspecific
facilities, or (ii)customers’depositsor anyother depositssubject torefunduntil such deposits
have become the propertyofthe District, are not Revenuesand are not subject to the lien of
the Indenture. Revenuesshall include amountson deposit in the Revenue Fund which have
been previously released from the pledge and lien ofthis Indenture. Revenues shall also
include interest with respect toanyParityObligationsreimbursedtoor on behalfofthe District
bythe UnitedStatesofAmerica.

Debt Service Paym ents

The Indenture requires the District to pay all Debt Service Payments directly to the
Trustee on the applicable Due Date. The District is required to pay Debt Service Payments
without offset or deduction ofanykind, other than certain amountson deposit with the Trustee
in the Payment Fund. “Due Date”means each November 15 and May 15, commencing
November 15, 2014. See APPENDIX A hereto. See also“Pledge ofNet Revenues”above.

The District’s obligation to make Debt Service Payments is a special obligation ofthe
District payable solely from the Net Revenues and other funds provided for in the Indenture.
Neither the Bondsnor the obligation ofthe District tomake Debt Service Paymentsconstitutes
a debt ofthe District or ofthe State ofCalifornia or ofany political subdivision thereofin
contravention ofanyconstitutional or statutorydebt limit or restriction or an obligation for which
the District or the State ofCalifornia is obligated to levyor pledge anyform oftaxation or for
which the District or the State ofCalifornia hasleviedor pledgedanyform oftaxation.

Rate Covenant

The District has covenanted in the Indenture that it will, at all times while any ofthe
Bonds remain Outstanding, take the necessary and appropriate actions to fix, prescribe and
collect rates, fees and charges in connection with the Enterprise so as to yield Revenues at
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least sufficient, after making reasonable allowances for contingencies and errors in the
estimates, topaythe followingamountsin the order below set forth:

(1) All Maintenance andOperation Costsofthe Enterprise;

(2) The Debt Service Payments and all payments (including payments of
interest and under reimbursement agreements)with respect to Parity
Obligationsastheybecome due andpayable;

(3) Amountsnecessaryto bring the amount offundsin anyreserve fund up
tothe requiredamount;and

(4) All paymentsrequired to meet anyother obligationsofthe District which
are charges, liens, encumbrancesupon, or which are otherwise payable
from the Revenuesduringsuch Fiscal Year.

Furthermore, the District has covenanted to take the necessary and appropriate
actions to fix, prescribe, revise and collect rates, fees and charges for the services and
facilities furnished by the Enterprise during each Fiscal Year which are sufficient to yield
estimated Net Revenueswhich are at least equal to one hundred and ten percent (110% )of
the aggregate amount ofthe Debt Service Payments, and principal ofand interest on any
ParityObligationscoming due and payable during such Fiscal Year. The District maymake
adjustments, from time totime, in itsrates, feesandchargesasit deemsnecessary, but shall
not reduce itsrates, feesandchargesbelow those in effect unlessthe Net Revenuesresulting
from such reduced rates, fees and charges shall at all times be sufficient to meet the
requirementsset forth in thisparagraph.

Ifthe District violatesthe rate covenants, such violation shall not, in and ofitself, be a
default under thisInstallment Purchase Contract and shall not give rise to a declaration ofan
Event ofDefault if(i)the coverage calculateddoesnot decrease below 1.00 timesthe sum of
(A)annual Debt Service Payments, (B)paymentson ParityObligations, (C)amountssufficient
to maintain anyreserve fund at the required level, and (D)Maintenance andOperation Costs
and, (ii)within 120 days after the date such violation is discovered, the District hires an
Independent Financial Consultant or an Independent Engineer to review the revenues and
expenses ofthe Enterprise and abides by such consultant’s recommendations to revise the
schedule ofrates, fees and charges and to revise any Maintenance and Operation Costs
insofar aspracticable and to take such other actionsasare necessaryso asto produce Net
Revenuesto cure such violation for future compliance;provided, however, that ifthe District
doesnot cure such violation within twelve (12)monthssucceeding the date such violation is
discovered, an Event ofDefault shall be deemedtohave occurred.

See “RISK FACTORS – Proposition 218”herein for a discussion ofcertain procedural
mattersandpossible limitationsrelatingtoincreasesofthe Districtsratesandcharges.

No Debt Service Reserve Account

The District isnot fundinga debt service reserve account for the Bonds, although debt
service reserve accounts may be created with respect to the issuance of future Parity
Obligations. The ownersofthe Bondswill not be entitledtoamountson deposit in the reserve
accounts, ifany, establishedfor such future ParityObligations.
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Application of Revenues

The District hascovenantedthat all Revenues, when andasreceived, will be received
and held bythe District in trust for the benefit ofBondholdersand paymentswith respect to
Parity Obligations, will be deposited by the District in the Revenue Fund, and will be
accountedfor andheldin trust for the benefit ofBondholdersandfor paymentswith respect to
ParityObligationsin the Revenue Fund. All Revenuesin the Revenue Fundshall be set aside
bythe District or deposited bythe District with the Trustee, or the trustee or fiscal agent with
respect to Parity Obligations, as the case may be, as follows and in the following order of
priority:

(1) Maintenance and Operation Costs. The District agreesandcovenants
to payall Maintenance and Operation Costs(including amountsreasonablyrequired to
be set aside in contingency reserves for Maintenance and Operation Costs ofthe
Enterprise, the payment ofwhich is not then immediately required)from the Revenue
Fundastheybecome due andpayable.

(2) Debt Service Funds. Debt Service Payments and all other payments
relating toprincipal and interest on or with respect toParityObligations, shall be paidin
accordance with the terms ofthe Indenture and ofsuch Parity Obligations, without
preference or priority, and in the event ofany insufficiency ofsuch moneys, ratably
without anydiscrimination or preference.

(3) Reserve Funds. Payments required with respect to Parity Obligations,
to replenish debt service reserve fundsestablished for such ParityObligationsshall be
made in accordance with the terms ofsuch Parity Obligations, without preference or
priority, and in the event ofany insufficiency ofsuch moneys, ratably without any
discrimination or preference.

(4) General Expenditures. All Revenues not required to be withdrawn
pursuant tothe provisionsof(1)through (3)above shall be usedfor expenditure for any
lawful purpose ofthe District, including payment ofother costs ofthe Enterprise or
payment ofanyrebate requirement or ofanyobligation subordinate tothe payment ofall
amountsdue hereunder or under ParityObligations.

RISK FACTORS

The following factors, along with other information in thisOfficial Statement, shouldbe
consideredbypotential investorsin evaluatingthe risksin the purchase ofthe Bonds.

Enterprise Dem and and Growth

There can be no assurance that the local demand for the services provided by the
Enterprise will be maintained at levelsdescribed in thisOfficial Statement under the heading
“THE DISTRICT AND THE ENTERPRISE.” Reduction in the level ofdemand could require
an increase in ratesor chargesin order toproduce Net Revenuessufficient tocomplywith the
District’srate covenant in the Indenture. Such rate increasescould increase the likelihoodof
nonpayment, and could also further decrease demand. There can be no assurance that any
other entitywith regulatoryauthorityover the Enterprise will not adopt further restrictionson
operation ofthe Enterprise.
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Enterprise Expenses

There can be no assurance that the District’s expenses for the Enterprise will be
consistent with the levels described in this Official Statement. Changes in technology, new
regulatoryrequirements, increasesin the cost ofenergyor other expenseswouldreduce Net
Revenues, andcouldrequire substantial increasesin ratesor chargesin order tocomplywith
the rate covenant. Such rate increases could increase the likelihood ofnonpayment, and
couldalsodecrease demand.

ParityObligations

Although the District has covenanted not to issue additional obligationspayable from
Net Revenuessenior tothe Debt Service Payments, the Indenture permitsthe issuance bythe
District ofcertain indebtednesswhich mayhave a lien upon the Net Revenueswhich ison a
parity basis to the lien which secures the Debt Service Payments, ifcertain coverage and
other tests are met (see “THE BONDS – Issuance ofParity Obligations”herein). These
coverage testsinvolve, tosome extent, projectionsofNet Revenues. Ifsuch indebtednessis
issued or incurred, the debt service coverage for the Debt Service Payments securing the
Bonds will be diluted below what it otherwise would be subject to under the coverage tests.
Moreover, there is no assurance that the assumptions which form the basis of such
projections, ifany, will be actuallyrealizedsubsequent tothe date ofsuch projections. Ifsuch
assumptionsare not realized, the amount offuture Net Revenuesmaybe lessthan projected,
and the actual amount ofNet Revenuesmaybe insufficient to provide for the payment ofthe
Debt Service Paymentsandsuch additional indebtedness.

Proposition 218

On November 5, 1996, the votersofthe State approvedProposition 218, the “Right to
Vote on TaxesAct.” Proposition 218 addedArticlesXIIIC andXIIID tothe State Constitution,
which contain a number ofprovisionsaffectingthe abilityofthe District tolevyandcollect both
existing and future taxes, assessments, feesand charges. Proposition 218 also extendsthe
initiative power toreducingor repealinganylocal taxes, assessments, feesandcharges. This
extension ofthe initiative power is not limited to taxes, assessments, fees and charges
imposedon or after November 6, 1996, the effective date ofProposition 218, andcouldresult
in retroactive repeal or reduction in anyexisting taxes, assessments, feesor charges, except
those which are pledged to the repayment ofdebt. Ifsuch a repeal or reduction in District
fees or charges were to occur, and it was held that any such taxes, assessments, fees or
chargeswere not pledged to anydebt repayment, the District’sabilityto make Debt Service
Paymentscouldbe adverselyaffected.

In addition, while the matter is not free from doubt, Proposition 218 imposed
restrictionson the levyofchargesfor “property-related services.” In July2006 the California
Supreme Court confirmedthat a public agency’schargesfor ongoing water deliveryare “fees
andcharges”within the meaningofProposition 218. Asa result, voterswithin the boundaries
ofthe District could adopt an initiative measure that reduced or repealed water rates and
chargeslevied bythe District, although it isnot clear (and hasnot been determined byState
courts)whether such action would be enforceable where such feesand chargesare pledged
tothe repayment ofindebtedness.

The District’scurrent revenue ratesandchargeswere adoptedunder Proposition 218,
using the alternative notice procedure provided by California Government Code Section
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53755. The District believes that its fees for water service will not be adverselyaffected by
the application ofthe procedural requirements ofProposition 218, and that Proposition 218
wouldnot have anyimmediate adverse effect on itsabilitytooperate itsEnterprise. However,
there can be no assurance ofthe availability ofremedies to protect fully the interest ofthe
holdersofthe Bonds.

Constitutional Lim it on Appropriations,Fees and Charges

Ifa portion ofthe Enterprise ratesor connection chargeswere determined bya court
to exceed the reasonable costsofproviding service, anyfee which the District chargesmay
be considered to be a “special tax,”which under Articles XIIIA or XIIID ofthe California
Constitution must be authorized by a two-thirds vote of the affected electorate. This
requirement is applicable to the District’s rates for service provided by the Enterprise. The
reasonable cost ofservice provided by the Enterprise has been determined by the State
Controller to include depreciation and allowance for the cost ofcapital improvements. In
addition, the State courts have determined that fees such as connection fees (capacity
charges)will not be special taxes ifthey approximate the reasonable cost ofconstructing
Enterprise improvements contemplated by the local agency imposing the fee. Such court
determinationshave been codifiedin the Government Code ofthe State ofCalifornia (Section
66000 et seq.).

Under Article XIIIB ofthe California Constitution, state and local government entities
have an annual “appropriationslimit”which limitstheir abilityto spend certain moneyscalled
“appropriationssubject tolimitation,”which consistsoftax revenues, certain state subventions
and certain other moneys, including user charges to the extent they exceed the costs
reasonablyborne bythe entity in providing the service for which it is levying the charge. In
general terms, the “appropriations limit” is to be based on certain Fiscal Year 1978/79
expenditures, and is to be adjusted annuallyto reflect changesin the consumer price index,
population andservicesprovidedbythese entities. Among other provisionsofArticle XIIIB, if
an entity’srevenuesin anyyear exceed the amount permitted to be spent, the excesswould
have tobe returnedbyrevisingtax ratesor fee schedulesover the subsequent twoyears.

The District isofthe opinion that the ratesand use chargesimposed bythe District in
connection with the Enterprise do not exceed the costsit reasonablybearsin providing such
services.

Lim ited Recourse on Default

Ifthe District defaults on its obligation to make Debt Service Payments, the Trustee
hasthe right to accelerate the total unpaid principal amountsofthe Debt Service Payments.
However, in the event ofa default and such acceleration there can be no assurance that the
District will have sufficient Net Revenuesto paythe accelerated Debt Service Paymentsand
paymentswith respect toParityObligations.

No Debt Service Reserve Account

The District isnot fundinga debt service reserve account for the Bonds, although debt
service reserve accounts may be created with respect to the issuance of future Parity
Obligations. The ownersofthe Bondswill not be entitledtoamountson deposit in the reserve
accountsestablishedfor such future ParityObligations.
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Lim itations on Rem edies Available;Bankruptcy

The enforceabilityofthe rightsand remediesofthe Ownersandthe obligationsofthe
District may become subject to the following: the federal bankruptcy code and applicable
bankruptcy, insolvency, reorganization, moratorium, or similar lawsrelating to or affecting the
enforcement ofcreditors’rightsgenerally, now or hereafter in effect;equitable principleswhich
may limit the specific enforcement under State law ofcertain remedies;the exercise by the
United States ofAmerica ofthe powers delegated to it bythe Federal Constitution;and the
reasonable and necessary exercise, in certain exceptional situations, ofthe police power
inherent in the sovereigntyofthe State anditsgovernmental bodiesin the interest ofservicing
a significant and legitimate public purpose. Bankruptcy proceedings, or the exercising of
powers by the federal or State government, ifinitiated, could subject the Owners to judicial
discretion and interpretation oftheir rightsin bankruptcyor otherwise and consequentlymay
entail risksofdelay, limitation, or modification oftheir rights.

No Obligation to Tax

The obligation ofthe District topaythe Debt Service Paymentsdoesnot constitute an
obligation ofthe District for which the District isobligatedtolevyor pledge anyform oftaxation
or for which the District has levied or pledged any form oftaxation. The obligation ofthe
District to pay Debt Service Payments does not constitute a debt or indebtedness ofany
District, the State or anyofits political subdivisions, in contravention ofanyconstitutional or
statutorydebt limitation or restriction.

Change in Law

In addition to the other limitationsdescribedherein, the State electorate or Legislature
could adopt a constitutional or legislative propertytax decrease or an initiative with the effect
ofreducing revenuespayable to or collected bythe District. There isno assurance that the
State electorate or Legislature will not at some future time approve additional limitationsthat
couldhave the effect ofreducingthe Net Revenuesandadverselyaffectingthe securityofthe
Bonds.

Geologic,Topographic and Clim atic Conditions

The value ofthe Enterprise, and the abilityto generate Revenues, iscontingent upon
the abilityofthe District todeliver water to itscustomers. The financial stabilityofthe District
can be adversely affected by a variety of factors, particularly those which may affect
infrastructure and other public improvements and private improvements and the continued
habitability and enjoyment ofsuch private improvements. Such additional factors include,
without limitation, geologic conditions(such asearthquakes), topographic conditions(such as
earth movementsand floods)andclimatic conditions(such asdroughtsandtornadoes). The
District is in an active geological area, and does not carry earthquake insurance on the
Enterprise..

Engineering standardsrequire that some ofthese factorsbe taken into account, to a
limitedextent, in the design ofimprovements, includingthe Enterprise. Some ofthese factors
mayalso be taken into account, to a limited extent, in the design ofother infrastructure and
public improvementsneither designed nor subject to design approval bythe District. Design
criteria in any of these circumstances are established upon the basis of a variety of
considerations and may change, leaving previously-designed improvements unaffected by
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more stringent subsequentlyestablished criteria. In general, design criteria reflect a balance
at the time ofprotection and the future costs oflack ofprotection, based in part upon a
present perception ofthe probability that the condition will occur and the seriousness ofthe
condition shouldit occur. Conditionsmayoccur which mayresult in damage toimprovements
in varying degrees, and such damage mayentail significant repair or replacement costs, and
there can be no assurance that such repair or replacement will occur. Under any ofthese
circumstances, the public and private improvements within the District in general may well
depreciate or disappear, notwithstanding the establishment ofdesign criteria for any such
condition.

Major portionsofthe California State W ater Project (the “State W ater Project”)delivery
system are located parallel to and near the San Andreas Fault and other faults. The State
W ater Project facilities are designed to withstand earthquakes without major damage.
Inspections following the June 1992 “Landers”earthquake, a magnitude 6.5 earthquake on
the same day near Big Bear City, and the October 17, 1987 magnitude 7.1 “Loma Prieta”
earthquake in northern California did not reveal anydamage to State W ater Project facilities.
The January 17, 1994 magnitude 6.7 earthquake centered in Northridge created slight
damage to State W ater Project facilities. On March 28, 2014, a magnitude 5.1 earthquake
centeredin the CityofLa Habra, which isadjacent tothe District, struckon a fault underneath
the Puente Hills thrust fault. The District did not experience any damage or disruption of
service from thisearthquake. Occurrence ofother earthquakescouldcause an interruption of
deliveries ofwater to and from the District until repairs could be affected, thus possibly
diminishing the value ofthe Enterprise and the amount ofRevenues. See “THE DISTRICT
AND THE ENTERPRISE – Emergency Supplies”herein for a discussion ofwater supply
sourcesavailable tothe District in an emergency.

The State ofCalifornia has experienced severe droughts in the current and recent
years, which causeda significant reduction in, and, in some cases, elimination of, the amount
ofwater available from the State W ater Project. Operational mandates for environmental
protection ofthe Sacramento-San Joaquin River Delta (the source ofwater for the State
W ater Project)as imposed by federal and state regulatory agencies also impinge on the
amount ofwater available for deliverytocontractors. In the State W ater Project Draft Delivery
Reliability Report 2013, the State Department ofW ater Resources forecasts that, based on
historical precipitation patterns, current level of demand, and operating under these
environmental mandates, on average 60% ofcontractor requests will be met through 2033.
The State W ater Project isa significant source ofwater deliveredbythe District, andfor 2014
the preliminary estimate for deliveries from the State W ater Project was initially 0% , but on
April 18, 2014 wasincreased to 5% . See “THE DISTRICT AND THE ENTERPRISE –W ater
SourcesandSupply;W ater Purchases”herein.

Interruption ofdeliveryofwater for anyreason will not alter the legal obligation ofthe
District topayDebt Service Payments. However, a reduction in the availabilityofwater could
materiallyadverselyaffect the Revenues. See “THE DISTRICT –Storage”herein.

Environm ental Considerations

Bay-Delta. Most ofCalifornia’s developed water supply flows into or is exported
through the Sacramento-San Joaquin River Delta/San FranciscoBayEstuary(Delta). Human
activityand changing environmental conditionscoupled with a complex frameworkoffederal
and state laws administered by numerous agencies have made management ofthe Delta
challenging.
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Recent State W ater Legislation. In November 2009, the State enacted legislation
that created the Delta Stewardship Council (the “DSC”), to assume Bay-Delta management
responsibilities in lieu ofthe California Bay-Delta Authority. Under the legislation, the DSC
must work to achieve the “coequal” goals ofproviding a more reliable water supply for
California and protecting, restoring, andenhancing the Delta ecosystem. The legislation also
mandates that the coequal goals be achieved in a manner that protects and enhances the
unique cultural, recreational, natural resource, and agricultural values ofthe Delta. The
legislation provided that the DSC must adopt a comprehensive Bay-Delta management plan
by January 1, 2012. The Delta Plan was unanimously adopted by the Delta Stewardship
Council on May16, 2013. Subsequentlyits14 regulatorypolicieswere approvedbythe Office
ofAdministrative Law, a state agency that ensures the regulations are clear, necessary,
legally valid, and available to the public. The Delta Plan became effective with legally-
enforceable regulations on September 1, 2013. Numerous parties filed seven separate
actionsin state court challengingthe legalityofthe Delta Plan, which actionsare pending.

The legislation reshaped the existing Delta Protection Commission (the “DPC”)into a
15-member bodyprimarilycomprisinglocal representativesfrom Bay-Delta communities. The
DPC is required to adopt a Bay-Delta economic sustainability plan, and may review and
comment on any proposed project within the scope ofthe Bay-Delta management plan
adoptedbythe DSC.

The legislation also created a new Sacramento-San Joaquin Delta Conservancy(the
“Conservancy”)to engage in ecosystem restoration projectswithin the Bay-Delta and Suisun
Marsh. The Conservancy is authorized to acquire conservation easements and to support
effortsthat advance the economic well-beingofBay-Delta residents.

Finally, the legislation mandated that the State W ater Resources Control Board
(“SW RCB”)conduct informational hearings and issue a report regarding criteria for Bay-Delta
outflowsthat would, in the SW RCB’sopinion, protect andpreserve public trust resources. In a
report that wasunanimouslyadopted on August 3, 2010, SW RCB concluded that substantially
increased flowsfrom riversflowing into the Bay-Delta wouldbe neededin the Delta ecosystem
iffisheryprotection wasthe sole purpose for which itswaterswere put tobeneficial use.

Bay Delta Conservation Plan. The Bay Delta Conservation Plan (the “BDCP”)is a
long-term conservation strategy designed to improve the status of species and natural
communitiescoveredbythe plan, andprovide the basisfor long-term permitsunder the federal
Endangered Species Act and California Natural Community Conservation Planning Act for
operation ofthe State W ater Project andthe federal Central ValleyProject (“CVP”)(collectively,
the “W ater Projects”). The goal ofthe plan is to improve the reliabilityofDelta water supply,
while alsorestoringaquatic habitat andfish populations.

The State releaseda public draft ofthe BDCP in November 2013, andan accompanying
Draft Environmental Impact Report/Environmental Impact Statement (the “BDCP EIR/EIS”).
The BDCP EIR/EIS was prepared to fulfill the requirements ofthe California Environmental
Quality Act (CEQA)and the National Environmental Policy Act (NEPA). The draft BDCP
EIR/EIS considers numerous alternatives and one no action alternative. The no action
alternative describes future circumstances without implementation of the proposed BDCP
actions, and representscontinuation ofthe existing plans, policies, operations, and conditions
that represent continuation of trends in nature. The other alternatives include various
combinations of water conveyance configurations, capacities, operations, and habitat
restoration, and their effects on biological resources, hydrology, and the human environment.
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Under CEQA, the “Preferred Alternative” designated by DW R includes two 40-foot inside
diameter tunnels to carry water 35 miles to the existing pumping plants in the south Delta.
From there, water would be moved into existing aqueducts that supply much ofthe State.
However, this alternative is subject to change as DW R receives and considers public and
agency input on the environmental analysis. The District is unable to predict what the final
PreferredAlternative will be, or the financial or operational impact ofsuch PreferredAlternative.

Stakeholders with diverse interests have expressed varying degrees ofdissatisfaction
with the BDCP, which isbeingdevelopedat the same time that certain restrictionson the W ater
Projectsare being challenged in pending lawsuits(asdiscussed below). The comment period
closedon July29, 2014.

ESA Litigation. The listing ofa number offish speciesasthreatened or endangered
under the federal and/or California EndangeredSpeciesActs(respectively, the “Federal ESA”
and the “California ESA”and, collectively, the “ESAs”)have affected operationsofthe W ater
Projectsbyreducing the amount ofwater pumped bythe W ater Projectsand bylimiting the
flexibilityofboth W ater Projects. An annual environmental water account established under
the CALFED Bay-Delta Program asa meansofmeetingenvironmental flow requirementsand
export limitations, which hasbeen terminated, wasintended to mitigate these impactsin the
past. Currently, six species, the Sacramento River winter-run and Central Valleyspring-run
Chinook salmon, delta smelt, a distinct population segment ofthe North American green
sturgeon, Central Valleysteelhead, andSouthern Resident killer whales(“Southern Resident”)
are listed under the Federal ESA and are the subject oftwo biological opinionsinvolving the
operation ofthe W ater Projects.

The Federal ESA requiresthat before anyfederal agencyauthorizes, funds, or carries
out an action, it must consult with the appropriate federal wildlife agencytodetermine whether
the action is likely to jeopardize the continued existence ofany threatened or endangered
species, or adversely modify the species’critical habitat. The result ofthe consultation is
known as a “biological opinion.” In the biological opinion, the federal wildlife agency
determines whether the action is likely to cause jeopardy to the species or destruction or
adverse modification of its critical habitat, and recommend a reasonable and prudent
alternative (“RPA”)(in the event an affirmative finding ofjeopardyor adverse modification is
made)or reasonable and prudent measures(in the event a finding ismade that the action is
not likelyto result in jeopardyor adverse modification)that would allow the action to proceed
without causing jeopardyor adverse modification. Typically, an incidental take statement (or
“ITS”)accompaniesthe biological opinion. The ITS allowsthe action toproceedeven though
it mayresult in some level of“take,”including harming or killing some membersofthe listed
species, incidental to the agencyaction, provided that the agencyaction complieswith terms
andconditionsset out bythe federal wildlife agency.

On December 15, 2008, the United States Fish and W ildlife Service (the “Service”)
issued a biological opinion and ITS that govern operationsofthe W ater Projectswith respect
to the delta smelt and itscritical habitat. The Service concludedthat the continued long-term
operation ofthe W ater Projectsand cumulative effectsare likelyto jeopardize the continued
existence ofthe delta smelt. The Department ofW ater Resources sought and obtained a
consistency determination under the California ESA based, in part, on the 2008 Biological
Opinion. In the spring of2009, several water agenciesand other entitiesfiled five separate
complaints challenging the 2008 biological opinion. These cases have been consolidated
(San Luis and Delta Mendota Water Authority v. Salazar). In December 2010, the Court
issued a memorandum decision holding that the 2008 biological opinion is unlawful and
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remanding it to the Service for further consideration. On May19, 2011, the court entered a
final judgment in the litigation.

The environmental defendants and federal agency defendants appealed the district
court’s decision to the U.S. Court of Appeals for the Ninth Circuit. The State W ater
Contractors, the Metropolitan W ater District ofSouthern California, and the San Luis& Delta
Mendota W ater Authority and W estlands W ater District filed cross-appeals. On March 13,
2014, a divided three-judge panel ofthe Ninth Circuit issued a decision reversing the lower
court decision in part and affirming it in part. The Department ofW ater Resources, State
W ater Contractors, Kern County W ater Agency, the Coalition for a Sustainable Delta, the
Metropolitan W ater District ofSouthern California, and the San Luis& Delta Mendota W ater
Authority and W estlands W ater District filed petitions for rehearing en banc seeking further
review ofthe case, which the Ninth Circuit denied. The State W ater Contractors, Kern County
W ater Agency, the Coalition for a Sustainable Delta, the Metropolitan W ater District of
Southern California, andthe San Luis& Delta Mendota W ater AuthorityandW estlandsW ater
District filed a motion to stayindicating their intent to seekSupreme Court review. Because
the panel decision isnot final, the lower court decision remanding the 2008 biological opinion
remains in place. These water supply restrictions could have a range ofimpacts on the
Agency's deliveries from the State W ater Project depending on hydrologic conditions. Any
impactsin 2014 will be limitedbythe current allocation estimate of5% for State W ater Project
supplies.

On June 4, 2009, the National Marine FisheriesService (“NMFS”)issued a biological
opinion and ITS on the proposed operations ofthe W ater Projects with respect to the
Sacramento River winter-run Chinook salmon, Central Valley spring-run Chinook salmon,
Central Valley steelhead, Central California Coast steelhead, Southern Distinct Population
Segment ofNorth American green sturgeon (“Green Sturgeon”), and the Southern Resident.
NMFS concluded that the long-term operationsofthe W ater Projectsand cumulative effects
are likely to jeopardize the continued existence ofthe winter-run and spring-run Chinook
salmon, the Central Valleysteelhead, the Green Sturgeon, andthe Southern Resident. NMFS
further concluded that the long-term operations would destroy or adversely modify the
designatedcritical habitat ofthe winter-run andspring-run Chinooksalmon, the Central Valley
steelhead, andthe proposedcritical habitat ofthe Green Sturgeon. NMFS concludedthat the
proposed operations are not likely to jeopardize the continued existence ofthe Central
California Coast steelhead. In the summer of2009, public water agenciesand farmersfiled
complaints challenging the legality of the 2009 biological opinion. These cases were
consolidated (San Luis and Delta Mendota Water Authority v. Locke). On September 20,
2011, the United States District Court for the Eastern District of California issued its
memorandum decision and held for plaintiffsin whole or in part with respect to about halfof
the claims, while holding for defendants with respect to the balance ofthe claims. Plaintiffs
prevailed on their claim that Reclamation’s provisional adoption and NMFS’s and
Reclamation’simplementation ofthe 2009 biological opinion and itsRPA violated NEPA. On
December 12, 2011, the Court entereda final judgment in the litigation. Under the judgment,
NMFS isrequiredtocomplete a new biological opinion consistent with the requirementsoflaw
byFebruary1, 2016.

The environmental defendants and federal agency defendants appealed the district
court’s decision to the U.S. Court ofAppeals for the Ninth Circuit. Kern County W ater
Agency, the Coalition for a Sustainable Delta, the State W ater Contractors, the Metropolitan
W ater District ofSouthern California, and the San Luis& Delta Mendota W ater Authorityand
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W estlandsW ater District filed cross-appeals. Argument isscheduled to occur in September
2014.

In addition to the litigation described above under the Federal ESA, the State W ater
Contractors sued the Department ofFish and Game in the Superior Court ofthe State of
California for Alameda Countyallegingthat the Department violatedState law when it issueda
consistencydetermination under the California ESA that providestake coverage for operation
ofthe State W ater Project basedon the Service biological opinion andRPA. The lawsuit has
been dormant pending the outcome ofthe federal lawsuit regarding the Service biological
opinion.

The outcome ofthe existing or anythreatenedlitigation regardingthe listedspeciesof
fish could influence how the W ater Projects are operated. The Department of W ater
Resources has altered the operations ofthe State W ater Project to accommodate the listed
species. Thischange in operationshasinfluencedthe manner in which water isdivertedfrom
the Bay-Delta and State W ater Project deliveries. Additional changesin the operation ofthe
W ater Projectscouldresult from the consultation processfor new biological opinionsfor listed
speciesunder the Federal ESA or from the California Department ofFish andGame’sactions
regardinga consistencydetermination under the California ESA.

Im pact on Supplyand Cost. The staffofthe Metropolitan W ater District ofSouthern
California (“MW D”), the District’sprimarysource ofwater, hasanalyzed the ramificationsfor
MW D’s State W ater Project supplies and its options for mitigating any reduction ofState
W ater Project suppliesthat mayresult from an adverse result tothe litigation. In the event of
a shutdown ofthe State W ater Project pumping plant that stopped deliveriesofState W ater
Project water for an extended period of time, MW D would be required to undertake
extraordinary measures to minimize the possibility ofextreme water shortages within its
service area. These include callingfor extraordinaryconservation through an extensive public
outreach campaign, curtailing all deliveriesfor groundwater replenishment, cuttingagricultural
deliveries by 30% , calling on additional withdrawals from groundwater conjunctive use and
storage programs and calling for additional voluntary fallowing in MW D’s agricultural land
management program. MW D’semergencystorage requirement isestablished periodicallyto
provide a six-month water supply at 75% ofmember agencies retail demand under normal
hydrologic conditions. In addition toimpactson supplies, anysuch mitigation actionswill most
likelyhave an impact on rateschargedbyMW D.

Conclusions. Decisions in these cases or future litigation, listings ofadditional
speciesor new regulatoryrequirementscouldadverselyaffect State W ater Project operations
in the future by requiring additional export reductions, releases ofadditional water from
storage or other operational changesimpacting water supplyoperations. The District cannot
predict the ultimate outcome ofanyofthe litigation or regulatoryprocessesdescribed above
at this time or whether such outcome will result in any materially adverse impact on the
operation ofthe State W ater Project pumps, MW D’sState W ater Project suppliesor reserves,
or MW D’s deliveries to the District. See “THE DISTRICT AND THE ENTERPRISE – W ater
SourcesandSupply;W ater Purchases”and“–Storage”herein.

Im pact of State Budget

The State hasexperienced seriousbudgetaryshortfalls in recent years, although the
state iscurrentlyprojectedtoendthe current fiscal year with a significant surplus. The District
cannot predict what actions will be taken in the future by the State Legislature and the



25

Governor to deal with changing State revenuesand expenditures. It is therefore anticipated
that there couldbe additional legislation in the future which addressesa shortfall. The District
cannot predict what measuresmaybe proposedor implementedfor the current Fiscal Year or
in the future. Given the magnitude ofthe State’s historical budgetary deficits, it is possible
that future legislation will impact revenues oflocal agencies. These developments at the
State level will most likelyadverselyaffect local governments.

Proposition 1A, passed by the voters in 2004 (“Proposition 1A”), amended the
California Constitution to, among other things, prohibit the shift ofpropertytax revenuesfrom
cities, countiesandspecial districts, except toaddressa “severe state financial hardship”(and
onlythen if(x)such amountswere agreedtobe repaidwith interest within three years, (y)the
State had repaid anyother borrowed amounts, and (z)such borrowing could not occur more
often than twice in ten years). In 2009 the State Legislature exercised its authority and
suspended the protection of Proposition 1A for Fiscal Year 2009/10, and authorized
approximately$1.9 billion to be borrowed from local governmentsthrough the suspension of
Proposition 1A, all ofwhich wassubsequentlyrepaid.

The District currently does not anticipate that the State budget issues will materially
adversely impact the operation ofits water operations or its ability to pay Debt Service
Paymentsor anyofitsother obligationsaswhen due.

Proposition 26

On November 2, 2010, California voters approved Proposition 26, entitled the
“SupermajorityVote toPassNew TaxesandFeesAct”. Section 1 ofProposition 26 declares
that Proposition 26 isintendedtolimit the abilityofthe State Legislature andlocal government
to circumvent existing restrictionson increasing taxesbydefining the new or expanded taxes
as “fees.” Proposition 26 amended Articles XIIIA and XIIIC ofthe State Constitution. The
amendmentstoArticle XIIIA limit the abilityofthe State Legislature toimpose higher taxes(as
defined in Proposition 26)without a two-thirdsvote ofthe Legislature. Article XIIIC requires
that all new local taxesbe submittedtothe electorate before theybecome effective. Taxesfor
general governmental purposes require a majority vote and taxes for specific purposes
(“special taxes”)require a two-thirdsvote.

Proposition 26 is likely to further undergo both judicial and legislative scrutinybefore
anylongterm impact on the District anditsobligationscan be determined. Certain provisions
ofProposition 26 may be examined bythe courts for their constitutionalityunder both State
andfederal constitutional law, the outcome ofwhich cannot be predicted.

Loss of TaxExem ption

Asdiscussedin thisOfficial Statement under the caption “TAX MATTERS,”interest on
the Bondscould become includable in grossincome for purposesoffederal income taxation
retroactive to the date the Bondswere issued, asa result offuture actsor omissionsofthe
District in violation ofitscovenantsin the Indenture. Shouldsuch an event oftaxabilityoccur,
the Bondsare not subject toa special redemption andwill remain outstandinguntil maturityor
until prepaidunder one ofthe other redemption provisionscontainedin the Indenture.

In addition, legislation affecting the tax exemption ofinterest on the Bonds may be
considered bythe United StatesCongressand the State legislature. Federal and state court
proceedings and the outcome ofsuch proceedings could also affect the tax exemption of
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interest on the Bonds. No assurance can be given that legislation enacted or proposed, or
actionsbya court, after the date ofdeliveryofthe Bondswill not have an adverse effect on
the tax exemption ofinterest on the Bondsor the market value ofthe Bonds.

IRS Audit of Tax-Exem pt Issues

The IRS has initiated an expanded program for the auditing oftax-exempt issues,
including both random and targeted audits. It ispossible that the Bondswill be selected for
audit bythe IRS. It isalsopossible that the market value ofthe Bondsmight be affectedasa
result ofsuch an audit ofthe Bonds(or byan audit ofsimilar obligations).

SecondaryMarket for Bonds

There can be noguarantee that there will be a secondarymarket for the Bondsor, ifa
secondarymarket exists, that anyBondscan be sold for anyparticular price. Occasionally,
because ofgeneral market conditions or because ofadverse historyor economic prospects
connected with a particular issue, secondary marketing practices in connection with a
particular issue are suspendedor terminated. Additionally, pricesofissuesfor which a market
is being made will depend upon then-prevailing circumstances. Such prices could be
substantiallydifferent from the original purchase price.

THE DISTRICTAND THE ENTERPRISE

The following material is descriptive ofthe District and the enterprise. It has been
prepared by or excerpted from sources as noted herein and has not been verified by Bond
Counsel or the Underwriter.

General;Service Area

The Rowland W ater District (the “District”)was formed in 1953 for the purpose of
operating a water system (the “Enterprise”)for residents and businesses located within the
boundaries ofthe District. The District’s service area encompasses approximately 17.2
square milesandincludescertain unincorporatedareasofsoutheastern LosAngelesCounty,
including portionsofRowlandHeights, La Puente, Hacienda Heights, the CityofIndustryand
the City of W est Covina. The District contains residential, commercial and industrial
development. The District’sservice area hasa population ofapproximately60,000 persons,
and as ofJune 30, 2014 provided approximately 13,800 water service connections. The
District is governed by a five member Board ofDirectors, elected for 4-year terms. As
described below, the District’spotable water supplyisreceived from the State W ater Project
(“SW P”) and is purchased from the Metropolitan W ater District of Southern California
(“MW D”). In Februaryof2014 the District completed construction ofand commissioned the
La Habra Heightsinterconnection. Thisconnection iscapable ofsupplying up to 2,000 acre
feet per year from the Central GroundW ater Basin.

The primary facilities comprising the Enterprise, as ofJune 30, 2014, included 17
potable water storage reservoirswith a total capacityofapproximately48 million gallons, 12
potable water booster stationsto move water to different elevations, approximately170 miles
ofwater transmission and distribution mains, 1 ground water well supplementing the recycled
system, 1 recycledbooster station anda 5 million gallon recycledwater storage reservoir, and
relatedcontrol andtelemeteringsystems. Pursuant tothe Indenture, the ownershipofcertain
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components ofthe Enterprise may be transferred by the District to the Agency to facilitate
operations and provide operational savings. For example, the District has transferred the
facilities relating to its agreement with the La Habra Heights County W ater District (see
“Recent and Future Enterprise Improvements”below). Prior to anysuch transfer, the District
will be requiredtocertifythat such transfer will not materiallyadverselyaffect the operation of
the Enterprise or the collection ofNet Revenues.

The District is the sole provider ofwater service for residential, commercial and
industrial enterprises within its service area. Approximately 46% ofDistrict water demand,
currently approximately 4,933 acre-feet a year, is from residential users, and all ofthe
District's approximately 13,800 customers are billed based on individually metered water
usage. Basedon projectedbuild-out, the anticipatedtotal water system demandisestimated
tobe 18,000 acre-feet a year bythe year 2020.

The District’s Enterprise is under the direction ofKen Deck, the General Manager of
the District, and is operated by a staffof26 full-time employees. The following table
summarizesthe operation ofthe Enterprise for the past six Fiscal Years.

TABLE 1
ROW LAND W ATER DISTRICT
SUMMARY OF OPERATIONS

(As of June 30)

2009 2010 2011 2012 2013 2014
(3)

TreatedW ater Purchased
(1)

12,409 11,273 10,901 11,002 11,423 11,500

Potable W ater Sold
(1)

11,845 11,170 10,489 10,788 11,097 11,278

Change from previousyear (4.37% ) (5.70% ) (4.44% ) 2.85% 2.86% 1.63%
Number ofService Connections

(2)

Residential 11,541 11,567 11,540 11,557 11,536 11,540
Commercial/Industrial 1,150 1,161 1,179 1268 1,189 1,195
Multifamily 398 411 412 400 411 411
Fire Service 449 451 455 492 466 470
Agricultural/Irrigation/Other 42 43 43 43 240 250

TOTAL 13,580 13,633 13,629 13,760 13,842 13,866

Change from previousyear 0.24% 2.20% 0.41% 0.96% 0.60% 0.17%

Population (Estimated) 61,500 58,000 58,000 60,000 60,000 60,000

Cost ofImportedW ater $/a-f $600 $692 $754 $793 $849 $875
__________________
Source: RowlandW ater District.
(1) In acre-feet.
(2) Excludestemporarymeters.
(3) Estimated.

Service connectionsin the Enterprise range in diameter from 3/4-inch to12-inches. All
water production and consumption is metered. A summary ofservice connections to the
Enterprise for the most recent six fiscal years is contained in Table 1 above. The District
currentlyprojectsthat service connectionswill increase 1.0% a year for the current and next
four fiscal years.
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Land Use Projections

The Countyisprimarilyresponsible for land use policyfor most ofthe area served by
the District, with the remaining areasunder the jurisdiction ofthe CitiesofIndustryand W est
Covina. Significant amountsofundevelopedlandexist within the District. A condition ofnew
development isthat the developer provide infrastructure sufficient toprovide water service for
each lot in the proposed development. There are currentlyno plansfor construction ofany
material number ofnew homesin the current year. There are plansfor an additional 3,600
homes within the District in various stages of planning (the “Aera Master Planned
Community”). In August 2007 the District completeda W ater SupplyAssessment (the “W ater
Supply Assessment”)for the Aera Master Planned Community. W hile the W ater Supply
Assessment determinedthat the District wouldneedtoaddtwonew connectionstoitsprimary
source of water (see “W ater Sources and Supply; W ater Purchases” below) it did not
anticipate that to be a problem. In addition, the developer ofthe Aera Master Planned
Communitywill be requiredtoprovide all financingfor additional facilitiesneededtoserve the
development. The W ater Supply Assessment concludes that the District will be able to
provide water tothe development ifandwhen it iscompleted. The current use projectionsare
approximately3,634 acre-feet a year ofpotable water, which couldbe reducedto1,635 acre-
feet a year with the planned use ofrecycled water. It isthe District’sunderstanding that due
tothe current economic environment development ofthisproject isnot activelyprogressing.

The W alnut Creek Energy Park (“W CEP”)has recently commenced operation. The
W CEP isa 500-megawatt (MW )electricitypeaking facilityconsisting offive natural gas-fired
turbine-generators, which will be cooledwith recycledwater suppliedbythe District. The $280
million facilityislocated in the CityofIndustry, and isprojectedtohave an annual demandof
approximately 871 to 1,075 acre-feet, which will essentially double the District’s historical
recycled water production. During its start up in the Fiscal Year ending June 30, 2014, the
facilityused approximately244 acre-feet. The District currentlyplansto service thisdemand
with local non-potable groundwater sources from the Puente Basin, supplemented with
recycledwater purchasedfrom the CityofIndustry(asdescribedbelow under “W ater Sources
and Supply;W ater Purchases”). The District can provide no assurance that the W CEP will
operate ascurrentlyanticipated.

Recent and Future Enterprise Im provem ents

The District hasan ongoingcapital improvement plan with respect tothe Enterprise as
a result ofanticipated growth, which it anticipates funding through connection fees on such
new development (see “Land Use Projections”above). Developers are required to pay all
costs associated with additional infrastructure required for their development. In addition,
developersmaybe requiredtopayan “acreage supplyfee”of$1,750 per acre or part thereof.
Finally, depending the amount of increased demand, a developer may be required to
purchase additional water supplies for the Enterprise. See “Enterprise Rates and Charges’
below. The District is also completing a number ofprojects financed with proceeds ofthe
2012 Bonds, including an interconnection with California Domestic W ater Company and
rehabilitation ofcertain wells.

Since until 2014 the District was 100% dependent on imported water for its potable
water supplies, it hasbeen working in partnership with W alnut ValleyW ater District (“W alnut
Valley”), which isin a similar circumstance, toincrease water supplyreliabilityandoffset future
cost increases (the “Regional W ater SupplyReliabilityProgram”or “RW SRP”). The District
andW alnut Valleyamendedthe Agency’sJoint PowersAgreement toprovide the mechanism
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for the twoagenciestoworkin partnership. The District enteredintoa W ater Production and
DeliveryAgreement, dated asofMay16, 2012, with La Habra HeightsCountyW ater District
(LHHCW D)and Orchard Dale W ater District (ODW D)(the “LHH Agreement”)for the delivery
ofapproximately 2,000 acre feet per year ofpotable water from the Central Groundwater
Basin (the “Central Basin”)in southeast LosAngelesCounty. Additionally, the District entered
into a Production and DeliveryAgreement, dated January11, 2012, with California Domestic
W ater Company (CDW C)(the “CDW C Agreement”)for the delivery ofapproximately 5,000
acre feet ofpotable water from a combination ofthe Main San Gabriel Basin (MSGB)andthe
Central Basin. W ater is currently being delivered under the LHH Agreement. W hile the
facilitieshave been transferredtothe Agency, the District operatesthe facilitiesandthe water
supplyfrom this connection supplies water directly to the District’s distribution system. This
allows the District to reduce the need for imported supplies. The production cost ofwater
under the LHH Agreement islessthan the cost ofimported supplies(currentlyapproximately
$650 an acre-foot). Environmental review and design workhasbeen completed on facilities
to implement the CDW C Agreement, and construction is underway with an expected
completion date ofDecember 2014. These projectswere funded with proceedsofthe 2012
Bonds.

The Los Angeles County Superior Court recentlyapproved amendments to the Main
San Gabriel Basin (MSGB)Judgment to allow for water storage within the basin and exports
out ofthe basin. The District, in conjunction with W alnut Valley, currentlyhas10,000 acre feet
(with each agency having 5,000 acre feet)stored in a Cyclic Storage account in the MSGB
through the Three Valley Municipal W ater District (“TVMW D”). The District is currently in
negotiationstoestablish a storage andexport agreement relative toMSGB groundwater in its
own name. The Agencyhasalso purchased 365 acre feet (ofwhich the District isentitled to
half)ofground water rightswithin the Central Basin and ispursuing the procurement and or
lease ofadditional rights.

Phase 2 ofthe RW SRP (the “Alternative W ater Supply Project”) will include the
development ofproduction and deliveryagreementsand the design ofinfrastructure to move
alternate water suppliestothe District andW alnut Valleyfrom potentiallythe Covina Irrigating
Companyandthe CityofLa Verne, andtoprovide additional treatment capacity.

To successfully complete any future long term water transfers, additional financing
maybe requiredtopurchase water rightsandconstruct the infrastructure necessarytoextract
the water from the groundwater basins, along with treatment and conveyance systems. The
District’s rate study recently completed by Atkins anticipates the Alternative W ater Supply
Project couldcost at least $20 million, a portion ofwhich isbeingfundedfrom proceedsofthe
2012 Bonds, and the rate increases reflected in the studywere designed to include funding
this project. The District does not have any current plans to issue additional obligations to
fund the Alternative W ater SupplyProject. See “SECURITY FOR THE BONDS -Limitations
on Parity Obligations and Superior Obligations”herein for a discussion ofconditions which
must be satisfiedprior toissuance ofanyparityobligation.

W ater Sources and Supply;W ater Purchases

The District obtainsimportedwater from the TVMW D, which isa member agencyofthe
Metropolitan W ater District ofSouthern California (“MW D”). The MW D isa public corporation
organized in 1928 under the authority ofthe Metropolitan W ater District Act. TVMW D was
formed in 1950 (originallynamed the “Pomona ValleyMunicipal W ater District,”it changed its
name in 1986)for the purpose oftransporting state water project (“SW P”)and Colorado River
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water to supplement the local water supply. W ater purchases are delivered via a network of
reservoirs, aqueductsandpumpingfacilities.

The primarysource ofsupplyofimportedwater isMW D’sW eymouth Treatment Plant in
La Verne, which currentlyproducesa blendofSW P andColoradoRiver water. W ater from the
W eymouth facility is conveyed through two pipelines. The first pipeline is MW D’s Orange
CountyFeeder, which transitionsfrom the W eymouth facilitysouth to Orange County, passing
on the easterly side ofthe District. The District has two connections to the Orange County
feeder. The second pipeline is the Pomona, W alnut, and Rowland Joint W ater Line (PW R),
which was constructed in partnership among the three entities to bring water from the
W eymouth treatment facilitytoeach agency. The pipeline isoperatedunder the governance of
the PW R Joint W ater Line Commission, a joint powers authority. In addition, the TVMW D
Miramar treatment facility, which treatsSW P water, isconnected to thispipeline, allowing the
agencies to purchase surplus water from TVMW D when such surplus supplies are available.
The total water purchasedfrom TVMW D iscurrently13 million gallonsper day(“mgd”), which is
approximately 100% ofthe current daily usage for the District. In Fiscal Year 2013/14, the
District satisfied 97% ofits annual domestic potable water demands from imported water
supplies. Through all ofitsconnections, the District hasthe physical capacityto purchase 35
mgd.

Asdiscussedabove, construction ofthe interconnection between the District andCDW C
iscurrentlyunder construction, with a capabilityofdelivering 5,000 acre feet ofpotable water.
Negotiationsare currentlyunderwaywith Covina Irrigating Companyto supplysurpluspotable
water to the District. It is anticipated that an agreement between the two agencies will be
presentedtoeach governingbodybySeptember or October ofthisyear. The District isalsoin
negotiationswith the CityofLa Verne and the Golden State W ater Companyto refurbish and
use groundwater production wellsthat were previouslyshut down due tonitrate contamination.
The District has presented to the California Department ofHealth a ten percent engineering
design and hasreceived a approval to continue moving forward with the project. Additionally,
the District hasappliedfor andhasreceivedapproval form the IRW MP leadershipcommittee to
submit the project tothe State W ater ResourcesControl Boardfor Proposition 84 grant funding
of$3 million.

The District hasaccesstoMW D water through itspurchase arrangement with TVMW D.
MW D currently imposes a two-tier rate structure. As a member, TVMW D and MW D entered
into a 10-year purchase order for imported water supply, dated January1, 2003 (the “TVMW D
Purchase Order”), pursuant to which TVMW D agreed to purchase a minimum of60% ofthe
previous ten years’water purchases. The TVMW D Purchase Order was subsequently
extended through December 31, 2014. MW D has indicated in its disclosure documents that
extensionsor replacementsofmember agencypurchase ordersisexpectedtobe addressedin
the second halfof2014. Under the TVMW D Purchase Order, TVMW D isentitled to purchase
sufficient amountsofuntreated water necessaryto sustain itswater system at a cost of$593
per acre-foot (pluscertain pass-through amounts). W hile TVMW D purchases, andsubsequent
supplytothe District, are subject tothe overall availabilityofMW D water supplies, TVMW D has
never been unable to obtain requested deliveriesfrom MW D, and the District hasnever been
unable to obtain requested deliveries from TVMW D. MW D imposes transmission costs, debt
service allocation and other costs on the imported water supply, which are passed on by
TVMW D to the District, and by the District to its customers (see “W ater Rates and Charges”
below).
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The District overlies the Puente Ground W ater Basin, which is a fairly shallow aquifer
compared to surrounding aquifers. The water qualitywithin the basin isverypoor quality, with
high levelsoftotal dissolvedsolids, nitratesandvolatile organic compounds. Additionally, since
the basin isprimarilycomposed ofclaysoils, the quantityofwater produced from the basin is
low. Because ofthe poor qualityandlow quantityit isnot cost effective to treat water pumped
from the basin topotable water standards, sotherefore the water isusedassupplement tothe
recycledwater system describedbelow. See “Groundwater Contamination”below.

MW D facesa number ofchallengesin providinga reliable andhigh qualitywater supply
for its members, including the District. These include, among others: (1)the need to reduce
deliveriesfrom the SacramentoDelta toprotect sensitive speciesandhabitat;(2)the increased
competition for low-cost water supplies;(3)variable weather conditions;and (4)increased
environmental regulationsfor clean and safe drinking water. In response to these challenges,
MW D, the District and the other member agencies have implemented a number ofactions.
Those actions are detailed in certain disclosure documents prepared by MW D as described
below. W orking closely with its member agencies, in 1996 MW D initiated a long-term water
planning processthat ultimatelyled to the preparation ofitsIntegrated W ater ResourcesPlan
(IRP).

The IRP is a water management framework with an increased emphasis on regional
collaboration. The IRP which wasrecentlyupdatedin 2010 isdesignedto(1)ensure a reliable
and high quality water supply over the next 25 years;(2)coordinate the planning activities
among Southern California’swater providers;(3)avoid redundant investments;and(4)provide
a flexible and balanced planning framework. The 1996 IRP set a regional reliability goal of
meeting “full-service demands at the retail level under all foreseeable hydrologic conditions.”
True to thisreliabilitygoal, the 2010 IRP update seeksto stabilize MW D’straditional imported
water suppliesand establish water reservesto withstand California’sinevitable drycyclesand
growth in water demand. The 2010 IRP takes additional steps by promoting water use
efficiencyto further ensure reliability. The IRP spells out a strategyto buffer the region from
future changingcircumstancesthrough acceleratedconservation andlocal supplydevelopment.
Furthermore, it advanceslong-term planningfor potential future contingencyresources, such as
storm water capture and large-scale seawater desalination, in close coordination with MW D’s
26 member agenciesandother utilities.

MW D hasmanyother ongoing projectsandprogramsaimedat increasingwater supply
reliability and reducing vulnerability to droughts. Such programs include funding for local
recycledandgroundwater recoveryprojects, water transfer projects, conservation projects, and
off-river, groundwater, andregional storage projects. MW D facesvariousseriouschallengesin
the continued supplyofimported water to itsmembers, including the District. A description of
these challenges as well as a variety ofother operating information with respect to MW D is
included in certain disclosure documents prepared by MW D. MW D has entered into certain
continuing disclosure agreementspursuant to which it iscontractuallyobligated, for the benefit
ofowners ofcertain ofits outstanding obligations, to file certain annual reports, notices of
certain material events as defined under Rule 15c2-12 ofthe Exchange Act (“Rule 15c2-12”)
and annual audited financial statements with certain information repositories. MW D has not
entered into any contractual commitment with the District, the Trustee or the Owners ofthe
Bondstoprovide information. MW D hasnot reviewedthisOfficial Statement andhasnot made
any representations or warranties with respect to the accuracy or completeness of the
information containedor incorporatedherein, includinginformation with regardtoMW D.
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MW D’s Internet home page is located at www.mwdh2o.com, and MW D’s most recent
audited financial statements are included at this Internet address. This Internet address is
included for reference only and the information on such Internet site is not a part of this Official
Statement or incorporated by reference into this Official Statement. No representation is made
in this Official Statement as to the accuracy or adequacy of the information contained on any
Internet site.

As detailed in the Urban W ater Management Plan 2010 Update for MW D, MW D has
determinedthat it expectstoreliablymeet projectedwater demandswithin itsrespective service
areas through the year 2035, even under a repeat ofthe worst single-year and multiple-year
drought events. However, these estimatesmaybe affectedbythe final determination ofcertain
environmental challenges. See “RISK FACTORS –Environmental Considerations”herein for a
discussion ofcertain recent environmental issues which have affected, or could affect in the
future, the abilityofMW D toobtain water from the SW P.

The District hasalso entered into an agreement with the CityofIndustry(the “City”)to
purchase upto1,600 acre feet per year ofrecycledwater, although itsultimate goal istoutilize
approximately 3,500 acre-feet a year. Pursuant to an ordinance of the District, parks,
cemeteries, commercial/retail landscapingandpublic turf/fieldareasare requiredtobe irrigated
with recycledwater ifit isavailable, andusersare providedapproximatelya 77% discount over
comparable potable prices for such use. The City has a contract with Los Angeles County
Sanitation District No. 2 topurchase upto10,000 acre feet per year ofwastewater for treatment
in its facility. The City’srecycled water system consistsofthe San Jose Creek W aste W ater
Treatment Facility, with a pumpstation locatedat the San Jose CreekW aste W ater Treatment
Facility, to pump water east through approximately seven miles of36”pipeline to a centrally
located storage and pumping facility. This facilityconsists oftwo steel reservoirs with a total
capacity of4 million gallons, one pumping facility to supply water to the Industry Hills Golf
Course and a newlyconstructed pumping facilitythat housespumpsfor the District, Suburban
W ater System andthe City. In 2010 the District completedconstruction ofthe recycledpipeline
in Arenth Avenue and Fullerton Road, looping the recycled water system, which now provides
the District the ability to use the newly constructed pump station. These facilities were
constructedin part with proceedsofthe Prior Obligations.

In connection with its recycled water program, the District has entered into an
agreement, dated September 23, 2005, with MW D and TVMW D (the “LRP Agreement”)by
which it is participating in MW D’s local resources program (the “LRP”). The LRP was
established to provide financial assistance for water recycling and groundwater recovery
projects that reduce demand on MW D’s imported water supply. Pursuant to the LRP
Agreement, the District will receive a subsidypayment from MW D for up to 1,884 acre-feet of
recycled water per year. The LRP Agreement, which terminatesin 2030, providesfor current
subsidy payments of$100 per acre-foot, declining to $50 an acre-foot in 2016 through the
remainingterm ofthe LRP Agreement.

MW D’s planning and development ofa variety ofstorage programs has lessened the
impacts ofthe drought in Southern California, and has enabled MW D to make deliveries as
requested by TVMW D. In addition, a set forth in the following table, the District has made
significant progressin developing local groundwater sourcesandexpanding itsrecycledwater
system tooffset itsimport supplies.

In July2011 the District prepared an update to itsurban water management plan (the
“UW MP”), asrequired bythe California W ater Code. The UW MP projected that the District is
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capable ofmeeting the water demandsofitscustomersin normal, single dry, and multiple dry
yearsbetween 2015 and2035. The District isrequiredtoupdate the UW MP every5 years.

Historical water production bythe District issummarizedin the followingtable.

TABLE 2
ROW LAND W ATER DISTRICT

SUMMARY OF W ATER PRODUCTION BY SOURCE
(1)

(As of June 30)

Year W ells
(2)

Im ported
Recycled

(2)
Im ported
(MW D)

Im ported
(TVMW D)

Groundwater
Sources

(5)
Total

Production

2002 -- -- 13,106 1,847 -- 14,953
2003 -- -- 12,444 1,424 -- 13,868
2004 -- -- 12,014 2,316 -- 14,330
2005 -- -- 10,336 2,617 -- 12,953
2006 -- -- 9,653 3,492 -- 13,145
2007 -- -- 10,735 3,109 -- 13,844
2008 -- 32 10,521 2,783 -- 13,336
2009 161 115 9,541 2,868

(4)
-- 12,685

2010 196 106 7,753 3,529 -- 11,584
2011 336 71 8,219 2,682 -- 11,308
2012 513 238 9,469 1,775 -- 11,995
2013 134 869 10,118 1,374 -- 12,495
2014

(3)
140 900 10,000 500 -- 11,540

____________________
Source: RowlandW ater District.
(1) In acre-feet.
(2) Non-potable.
(3) Estimated.
(4) Includesapproximately2,245 acre feet placedintostorage.
(5) District currentlyprojectsreceivingapproximately1,000 acre-feet in Fiscal Year 2014/15.

Storage

Storage hasbeen providedfor the existingwater transmission anddistribution system to
reduce peakflowsin the pipeline, provide uniform pressure regulation andprovide a continuous
source of water supply for limited periods of time when main sources of supplies are
interrupted. The District has17 reservoirswith a storage capacityofapproximately148 acre-
feet. Thiscapacityprovidesthe Enterprise with approximately2 days(based on average daily
use)ofemergencysupplies. The District hasan emergencyconnection with Suburban W ater
System, an adjacent private water company, and3 potable water emergencyconnectionsand1
recycledwater emergencyconnection with W alnut ValleyW ater District.

Groundwater Contam ination

The District overlies the Puente Basin, which was adjudicated in 1981 and which has
been designated as a super fund site by the Environmental Protection Agency (EPA)due to
contamination from a varietyofindustrial processes. W hile the District has a single well that
produces a limited amount ofgroundwater, it is ofpoor quantity and quality. Due to the



34

expense oftreatment it is instead used to supplement the recycled water system, and the
District currently does not have any plans to incorporate Puente Basin groundwater into its
potable water system.

W ater Dem and and Deliveries

The District recordsthe volume ofwater delivered bythe Enterprise. Over the past ten
years, the District has delivered, on average, 11,880 acre feet ofpotable water, with the
decliningtrendin recent yearsprimarilyattributable toconservation effortsandthe development
ofthe District’srecycledwater system. The followingtable summarizestreatedwater deliveries
for the most recent fourteen Fiscal Years.

TABLE 3
ROW LAND W ATER DISTRICT

HISTORIC POTABLE W ATER DELIVERIES
(1)

(Fiscal Year)

Year
Total

Delivered
Percent of Ten
Year Average

Change Over
Previous Year

2001 13,079 110.1% --
2002 13,348 112.3 2.1%
2003 12,470 105.0 (6.6)
2004 12,839 108.1 2.9
2005 13,529 113.9 5.4
2006 12,414 104.5 (8.2)
2007 13,266 111.7 6.8
2008 13,028 109.7 (1.8)
2009 11,845 99.7 (9.1)
2010 11,170 94.0 (5.7)
2011 10,489 88.3 (6.1)
2012 10,788 90.8 2.8
2013 11,097 93.4 2.9
2014

(2)
11,278 94.9 1.6

________________
Source: RowlandW ater District.
(1) In acre feet.
(2) Estimated.
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The following table summarizes non-potable water deliveries for the most recent six
Fiscal Years (reflecting efforts by District to reduce subsidy ofnon-potable uses by potable
sources).

TABLE 4
ROW LAND W ATER DISTRICT

HISTORIC NON-POTABLE W ATER DELIVERIES
(1)

(As of June 30)

Year
Total

Delivered

2009 276
2010 302
2011 407
2012 751
2013 1,003
2014

(2)
1,040

________________
Source: RowlandW ater District.
(1) In acre-feet.
(2) Estimated.

The District estimatesthat potable water deliveredbythe Enterprise for the current and
next five Fiscal Yearswill increase byapproximately1% a year. Actual potable water deliveries
may vary materially from such estimated amounts. Upon ultimate build out ofthe recycled
water system, the District estimates delivery ofapproximately 3,500 acre feet to a variety of
landscape andindustrial users.

Conservation Requirem ents and ContingencyPlans

State Senate Bill No. 7, titled the “Sustainable W ater Use and Demand Reduction”
(“SBx 7”), wassigned into law on November 10, 2009. SBx 7 requires, among other things,
that the State achieve a 20% reduction in urban per capita water use byDecember 31, 2020,
byreducing per capita water use byat least 10% over baseline use, on or before December
31, 2015. SBx 7 also requires each urban retail water supplier (including the District)to
developurban water use targetsandan interim water use target in accordance with specified
requirements. The District establisheda per capita water use target 146.53 gallonsper capita
per day(GPCD)to complywith the legislation (based on the District’sbaseline use of153.96
GPCD). The District expects to realize its use targets by or before 2020, and has
implemented a three-tiered rate schedule to encourage conservation (see “Enterprise Rate
andCharges”below).

The District actively participates in various MW D residential and commercial rebate
programs, aswell asschool andpublic education andoutreach programsandother programs.
These programs include plumbing code enforcement, plumbing retrofit rebates, turfand
landscape replacement incentive programs, educational programsandwater audits.
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W ater QualityCom pliance

Imported water from MW D is provided to the District already treated. The kind and
degree ofwater treatment which isalsoeffectedthrough the Enterprise isregulated, toa large
extent, bythe federal government. Clean water standardsset forth in the Safe Drinking W ater
Act and the Environmental Protection Act continue to set standards for the operations ofthe
Enterprise andtomandate itsuse oftechnology. In the event that the California Department of
Health Servicesor the Federal government, either acting through the Environmental Protection
Agency or by adoption ofadditional legislation, should impose stricter quality standards upon
the Enterprise, itsexpenseswould increase accordinglyand ratesand chargeswould have to
be increased to offset those expenses. It is not possible to predict the direction which State
andfederal regulation will take with respect towater treatment.

Enterprise Rates and Charges

General. In accordance with California law, the District may, from time totime, fix, alter
or change fixed monthlysystem accessfees, commoditychargesandother feesrelatedtothe
Enterprise. Consequently, the District periodically reviews water rates. In accordance with
California law, the District reviewssuch chargesand feesto determine iftheyare sufficient to
cover operation and maintenance costs, capital improvement expenditures and debt service
requirements. Such chargesand feesare set bythe District for the servicesprovided bythe
Enterprise after a public hearing isheld. Neither the District nor the Enterprise issubject tothe
jurisdiction of, or regulation by, the California Public UtilitiesCommission or anyother regulatory
bodyin connection with the establishment ofchargesand feesrelated to the Enterprise. See
“RISK FACTORS – Proposition 218”herein for a discussion ofthe treatment ofthe District’s
ratesandchargesin light ofProposition 218.

The District staffperiodically determines the accuracy ofthe Enterprise rate structure
after full consideration ofexpected operations, maintenance and capital costs. The following
table discloses the current schedule ofwater rates and charges ofthe District in effect on
January 1, 2014. The water rate schedule consists oftwo components: a service charge
based on meter size and a quantitycharge for the amount ofwater used. The current service
chargesrecover most ofthe District’sfixedcosts. The current quantitychargesrecover most of
the variable costs.

The District’s previous rate increase went into effect in January of2014. The District
subsequently engaged the engineering services of W S Atkins plc, San Diego, California
(“Atkins”) to review costs and revenues of the District. Based on the Atkins’s
recommendations, the District initiated a rate increase in October of2012, which includes
increases for years 2013 through 2017. The rate increasesreflect a pass-through ofMW D’s
currently scheduled water rate increases of3% for the next 5 years, and purchase and
commodity costs to cover maintenance ofthe Enterprise, debt service payments, reserve
requirements and other District obligations. The rate increase further provides for automatic
adjustmentsover the next 5 yearsin the event the MW D costsincrease or decrease from the
current scheduledrates.

The District pumpswater to six different pumping zones. The commodityrate for Zone
1 is the base rate before pumping charges. The pumping rate for each zone isadded to the
charge for each lower elevation zone. Pumpingchargesare appliedtoall user classes.
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Pursuant toBoardaction taken on October 9, 2012, the District adoptedthe water rates
set forth in the following tables. The District currentlyexpectsto undertake a new 5-year rate
studyin the latter part of2015.
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ROW LAND W ATER DISTRICT
ENTERPRISE QUANTITY RATES AND CHARGES

(Adopted October 9,2012)

Potable W ater Rates for Single Fam ilyResidential

Pressure
Zone Usage

(1)
2012

Rate
(1)

Rate as
of 1/1/13

(1)
Rate as

of 1/1/14
(1)

Rate as
of 1/1/15

(1)
Rate as

of 1/1/16
(1)

Rate as
of 1/1/17

(1)

Zone I 1–16 $2.30 $2.52 $2.62 $2.71 $2.77 $2.84
17–23 2.61 2.90 3.01 3.11 3.19 3.27
24+ 3.30 3.65 3.80 3.92 4.02 4.12

Zone II 1–16 2.43 2.71 2.82 2.91 2.98 3.06
17–23 2.74 3.09 3.21 3.31 3.40 3.49
24+ 3.43 3.84 4.00 4.12 4.23 4.34

Zone III 1–16 2.54 2.99 3.10 3.20 3.28 3.37
17–23 2.85 3.37 3.49 3.60 3.70 3.80
24+ 3.55 4.12 4.28 4.41 4.53 4.65

Zone IV 1–16 2.98 3.83 3.97 4.09 4.20 4.32
17–23 3.29 4.21 4.36 4.49 4.62 4.75
24+ 3.98 4.96 5.15 5.30 5.45 5.60

Zone V 1–16 3.23 4.40 4.56 4.70 4.83 4.96
17–23 3.55 4.78 4.95 5.10 5.25 5.39
24+ 4.24 5.53 5.74 5.91 6.08 6.24

Zone VI 1–16 3.41 4.73 4.90 5.05 5.19 5.33
17–23 3.72 5.11 5.29 5.45 5.61 5.76
24+ 4.41 5.86 6.08 6.26 6.44 6.61

_____________
(1) Per hcf.
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Potable W ater Rates for Com m ercial and Multi-Fam ily

Pressure
Zone

2012
Rate

(1)
Rate as of

1/1/13
(1)

Rate as of
1/1/14

(1)
Rate as of

1/1/15
(1)

Rate as of
1/1/16

(1)
Rate as of

1/1/17
(1)

Zone I $2.32 $2.70 $2.80 $2.90 $2.97 $3.04
Zone II 2.45 2.80 3.00 3.10 3.18 3.26
Zone III 2.56 3.08 3.28 3.39 3.48 3.57
Zone IV 3.00 3.92 4.15 4.28 4.40 4.52
Zone V 3.25 4.49 4.74 4.89 5.03 5.16
Zone VI 3.43 4.82 5.08 5.24 5.39 5.53
_____________
(1) Per hcf.

Recycled W ater Rates

2012
Rate

Rate as
of 1/1/13

Rate as
of 1/1/14

Rate as
of 1/1/15

Rate as
of 1/1/16

Rate as
of 1/1/17

$1.46/hcf $1.53/hcf $1.61/hcf $1.66/hcf $1.71/hcf $1.76/hcf

The following table presents the Monthly/Bi-monthly Service Charge levied by the
District.

ROW LAND W ATER DISTRICT
ENTERPRISE W ATER SERVICE CHARGES

(Adopted October 9,2012)

Potable/Recycled MonthlyW ater Service Charge for all Custom er Classes
(1)

Meter
Size

2012
Rate

Rate as
of 1/1/13

Rate as
of 1/1/14

Rate as
of 1/1/15

Rate as
of 1/1/16

Rate as
of 1/1/17

5/8” $ 19.31 $ 23.53 $ 24.24 $ 24.96 $ 25.12 $ 25.91
¾” 19.31 23.53 24.24 24.96 25.12 25.91
1” 32.04 39.08 40.26 41.46 41.73 43.03

1-1/2” 63.85 77.95 80.31 82.70 83.24 85.83
2” 102.03 124.60 128.37 132.19 133.05 137.19
3” 191.12 233.44 240.52 247.66 249.28 257.04
4” 318.39 388.93 400.72 412.62 415.33 428.24
6” 636.56 777.65 801.24 825.03 830.44 856.27
8” 1,018.36 1,244.12 1,281.85 1,319.92 1,328.58 1,369.89
10” 1,463.80 1,788.33 1,842.57 1,897.29 1,909.73 1,969.12
12” 2,736.48 3,343.22 3,444.62 3,546.91 3,570.18 3,681.20

_______________
(1) ExcludingConstruction/TemporaryandFire Service.
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Fire Service –Device Charge

The table below setsforth the fire service charge, which wasnot changedbythe recent
Boardaction.

Meter
Size

Bi-Monthly
Rate

2” $19.92
3” 28.88
4” 36.75
6” 73.50
8” 169.81
10” 305.37
12” 493.26

The table below sets forth a comparison ofaverage monthly bill for a single family
residential unit with a 5/8-inch meter in the District tothose ofsurroundingcommunities, utilizing
20 hfc (approximately14,960 gallons)ofwater per month.

TABLE 5
ROW LAND W ATER DISTRICT

MONTHLY BILL COMPARISON
(1)

(As of June 30,2013)

Com m unity MonthlyResidential Bill

Ontario $69.00
District

(2)
63.00

Fullerton 61.00
W alnut 70.00

Yorba Linda 58.82
Pomona 53.62

______________
Source: RowlandW ater District.
(1) Includesmonthlymeter andcommoditycharges.
(2) Reflects current rates. Reflects average zone pumping cost, so

includesa component ofpumpingtohighest elevationsin the District.

The District anticipatesreviewing itsratesperiodically, andraisingratesasfuture needs
ofthe Enterprise increase.

In addition tothe service andquantitycharges, the District chargesnew development an
acreage supply charge to connect to the Enterprise. This charge is equal to the greater of
$1,750 an acre (or pro-rata portion thereof)ofundeveloped land, or the actual cost ofthe
infrastructure necessaryfor connection tothe Enterprise.

Collection Procedures

The District is on a monthly/bi-monthly billing cycle. Customers on a bi-monthlycycle
have 30 daystopaythe charges. Ifnot paidwithin the 30 days, theyreceive a late bill including
a $10.00 late fee giving them an additional 10 daysto pay. Ifnot paid, theyreceive a 48-hour
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door hanger, which includesan additional $20.00 charge, and notifiesthe customer that water
service will be discontinuedifthe balance due isnot paidwithin the 48-hour period. Customers
on a monthlycycle have approximately25 daysto paythe balance due. Ifnot paid within this
time period, their next monthlybill indicatesthat theyare given approximately12 daysto pay
the previousbalance due, including a $10.00 late fee. Ifthe previousbalance due isnot paid
prior to the specified due date, a 48-hour door hanger isgiven, including an additional $20.00
fee andifthe balance due isnot paid, service isdiscontinued. Currently, approximately2.45%
ofaccountsare considereddelinquent bythe District.

Outstanding Enterprise Indebtedness

As ofthe date ofissuance ofthe Bonds, the only other indebtedness secured by Net
Revenuesisthe 2012 Installment Purchase Contract which securesthe Agency’s2012 Bonds,
which are securedon a paritybasiswith the Bonds.

Largest Custom ers

The following are the ten largest water customersofthe Enterprise basedon estimated
consumption as of June 30, 2014. The top ten potable water users accounted for
approximately 17.2% of estimated total water consumption in Fiscal Year 2013/14, and
approximately16.6% ofestimatedtotal operatingrevenuesfor the same period.

TABLE 6
ROW LAND W ATER DISTRICT

TEN LARGESTPOTABLE W ATER CUSTOMERS
(1)

(As of June 30,2014)

Custom er
W ater

Consum ption
(2)

Percent of
Total

(3)
Gross

Revenues
Percent of

Total
(4)

Morningstar Foods $315,500 6.42% $865,127 6.17%
Dean Foods 182,903 3.72 501,526 3.58
Alta Dena Dairy 132,451 2.70 362,767 2.59
La Serna Apartments 44,135 0.90 122,531 0.87
Hacienda Gardens 41,878 0.85 114,833 0.82
Safe Plating 30,897 0.63 84,698 0.61
RH Mobile Estates 28,034 0.57 76,831 0.55
EcolabInc. 26,269 0.54 72,096 0.51
BayValleyFoods 25,903 0.53 71,014 0.50
The PalmsApts. 19,443 0.40 53,284 0.38

Totals $847,413 17.26% $2,324,707 16.58%
_______________
Source: RowlandW ater District.
(1) Estimated, unaudited.
(2) In ccf’s;basedon average monthlyconsumption.
(3) Basedon total ofapproximately4,912,697 ccf’s(approximately11,278 acre-feet)deliveredin

Fiscal Year 2013/14.
(4) Basedon total ofapproximately$14,002,615 ofwater sale revenuesin Fiscal Year 2013/14.
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The following table illustrates the allocation ofwater sales (excluding service charges)
for Fiscal Year 2013/14 byconnection category.

TABLE 7
ROW LAND W ATER DISTRICT

ALLOCATION OF W ATER SALES REVENUES
(Fiscal Year 2013/14)

Category % of Revenue
(1)

Residential 60.0%
Business 33.0
Public 1.0
Industrial 0.5
Recycled 5.0
Other 0.5

_______________
Source: RowlandW ater District.
(1) W ater salesonly;excludesservice charges. Estimated.

Reserves

Pursuant to Resolution No. 12-2001, adopted December 11, 2001, the District Board
establisheda Reserve Policywith respect toitsunrestrictedreserve funds. The Reserve Policy
providesthat all unrestrictedreserve fundsofthe District are tobe heldin either the Operations
Fundor the Capital FacilitiesFund. The goal ofthe Reserve Policyistomaintain on deposit in
the OperationsFund (i)an amount equal to approximately25% ofannual operationscostsas
an operating reserve, and (ii)a rate stabilization fund to respond to significant extraordinary
expenses or temporary reduction or disruption of revenues. As of June 30, 2014,
approximately$3,610,000 wason deposit in the operatingreserve, $976,591 wason deposit in
the rate stabilization fund, and$500,000 wasthe unrestrictedfundbalance.

The purpose ofthe Capital Facilities Fund is to fund scheduled rehabilitation and
replacement ofcapital facilities, and to improve facilitiesto meet future demand andregulatory
requirements, and includes an Expansion Reserve, a Capital Improvement Reserve and a
Minor Equipment Reserve. The Expansion Reserve component isintended to be funded from
acreage supply charges on new or expanded connections. Amounts on deposit in the
Expansion Reserve are restricted to fund capital improvements to expand existing facilitiesor
fundfacilitiesfor new development, andare available for payment ofdebt service on the Bonds
andthe 2012 Installment Paymentsifproceedsofthe Bondsor 2012 Installment Paymentsare
used for such purposes. The capital and equipment reserve components are intended to be
funded from operating and non-operating sources, as available, to fund scheduled
rehabilitation, replacement and upgrade offacilities, with the goal ofmaintaining on deposit an
amount equal to approximately 50% ofannual depreciation expenses. As ofJune 30, 2014,
approximately $1,542,933 was on deposit in the Expansion Reserve, $10,266,437 was on
deposit in the capital improvement reserve, and$59,343 wason deposit in the minor equipment
reserve.

The following chart illustratesthe reservesofthe District for Fiscal Years2004 through
2014. W hile the reservesmaybe allocatedbythe District topaydebt service on the Bondsand
2012 Installment Payments (except for amounts in the Expansion Reserve, unless such
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paymentsrelate touse ofBondor 2012 Installment Paymentsproceedsfor which such reserve
maybe expended), theyare not pledged for such purpose. Such reservesmaybe utilized at
any time for lawful expenditures by the District, and no assurance can be made that the
reserveswill be available to paydebt service on the Bonds. The Reserve Policyissubject to
change byfuture Boardaction.

TABLE 8
ROW LAND W ATER DISTRICT
UNENCUMBERED RESERVES

(As of June 30)

Fiscal
Year

Ending Fund
Balance

(1)
Percent
Change

2004 $23,875,217 --
2005 23,280,883 (2.49% )
2006 21,974,541 (5.61)
2007 21,939,119 (0.16)
2008 22,060,723 0.55
2009 20,250,220 (8.21)
2010 19,637,908 (3.02)
2011 19,634,112 (0.02)
2012

(2)
16,980,820 (13.51)

2013 17,568,206 3.46
2014 16,642,270 (5.56)

____________
Source: RowlandW ater District.
(1) Includesonlyamountsavailable topayInstallment Payments.
(2) Reduction primarily reflects use ofreserves for one-time purchase of

water rightsandstoredwater.

Retirem ent Plan

All eligible employees ofthe District are enrolled in the California Public Employees’
Retirement System (“PERS”), an agent multiple-employer public employee defined benefit
pension plan. The District pays100% ofthe employer share. In most cases, PERS provides
retirement and disabilitybenefits, annual cost-of-living adjustmentsand death benefits to plan
membersand beneficiaries. PERS actsasa common investment andadministrative agent for
participatingpublic entitieswithin the State. The District paysandreports100% ofthe value of
the employee share asspecial for the purpose ofretirement benefit calculations. The District’s
portion for contribution ofthe employee rate is determined by the District Board ofDirectors.
For eligible employees, the benefit is 2.5% at age 55. For the Fiscal Year ended June 30,
2014, the District’s pension expenditures for full-time employees amounted to approximately
$841,851, and for Fiscal Year 2014/15 such expendituresare budgeted to be $560,000. The
District has an unfunded accrued liability to the plan at June 30, 2014 ofapproximately
$3,761,269.

The Governmental Accounting StandardsBoard (GASB)hasissued Statement No. 45,
Accounting and Financial Reporting by Employers for Post-Employment Benefits Other Than
Pensions(GASB 45), which addresseshow state and local governmentsmust account for and
report their obligations related to post-employment healthcare and other non-pension benefits
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(OPEB). GASB 45 requiresthat local governmentsaccount for and report the annual cost of
OPEB and the outstanding obligations and commitments related to OPEB in essentially the
same manner astheycurrentlydo for pensions. The District began implementation ofGASB
45 for itsFiscal Year endingJune 30, 2009.

The District’sannual OPEB cost iscalculatedbasedon the annual requiredcontribution
ofthe employer (ARC), an amount actuariallydetermined in accordance with GASB 45. The
ARC representsa level offundingthat, ifpaidon an ongoingbasis, isprojectedtocover normal
cost each year and to amortize anyunfunded liabilitiesofthe plan over a period not to exceed
thirtyyears.

The District provides post-retirement benefits to qualifying retirees (those who have
reached the age of55 with 15 consecutive years ofservice)for medical coverage. Benefits,
which totaled $117,641 in Fiscal Year 2011/12, $103,272 in Fiscal Year 2012/13 and
approximately$118,860 in Fiscal Year 2013/14, are fundedmonthlyon a pay-as-you-gobasis.
On April 11, 2011, the District made a $400,000 contribution to a trust account established to
fund the District’s net OPEB obligation, and in Fiscal Year 2012/13 contributed an additional
$285,000 to the fund. The District currently projects making additional contributions of
$565,000 in Fiscal Year 2014/15, and$420,000 in each ofthe next twofiscal yearstothe fund.
There are 7 eligible participants that received benefits in Fiscal Year 2013/14. Based on an
actuarial studyprepared for the District in connection with the implementation ofGASB 45, as
ofJuly1, 2013 the District’saccrued liabilityfor these benefitswasapproximately$4,062,469.
An updatedactuarial studyisexpectedtobe completedin 2015.

At its April 17, 2013 meeting, the PERS Board of Administration approved a
recommendation to change the PERS amortization and smoothing policies. Prior to this
change, PERS employed an amortization and smoothing policy which spread investment
returnsover a 15-year periodwith experience gainsandlossespaidfor over a rolling30-year
period. After this change, PERS will employ an amortization and smoothing policy that will
payfor all gainsandlossesover a fixed30-year periodwith the increasesor decreasesin the
rate spread directlyover a 5-year period. The new amortization and smoothing policywill be
used for the first time in the June 30, 2013 actuarial valuations. These valuations will be
performed in the fall of2014 and will set employer contribution rates for the Fiscal Year
2015/16. W hile the District currently estimates that these changes in amortization and
smoothing policieswill increase itscontribution levelsbyapproximately2.4% to 4.8% % over
the five year period, it hasnot determinedhow thiswill be reflectedin the District’sbudgetsfor
such periods.

These adjustments have been undertaken in order to address underfunding ofthe
PERS funds, which arose from significant losses incurred as a result ofthe economic crisis
arising in 2008 andpersistsdue toa slower than anticipated, subsequent economic recovery.
The District isunable topredict what the amount ofPERS liabilitieswill be in the future, or the
amount of the PERS contributions which the District may be required to make. More
information about the PERS discount rate adjustment can be accessed through the PERS
website at www.calpers.ca.gov. The reference to this internet website is shown for reference
and convenience only, the information contained within the website may not be current and
has not been reviewed by the District and is not incorporated herein by reference.

On September 12, 2012, Governor Brown signed AB 340, a bill that enacted the
California Public Employees’Pension Reform Act of2013 (“PEPRA”)and amended various
sections ofthe California Government Codes. PEPRA (i)increases the retirement age for
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new State, school, and cityand local agencyemployeesdepending on job function, (ii)caps
the annual PERS pension benefit payouts, (iii)addresses numerous abuses ofthe system,
and (iv)requires State, school, and certain city and local agency employees to pay at least
halfofthe costs oftheir PERS pension benefits. PEPRA applies to all public employers
except the University ofCalifornia, charter cities and charter counties (except to the extent
theycontract with PERS). The provisionsofPEPRA went intoeffect on January1, 2013 with
respect to new State, school, and city and local agency employees hired on that date and
after;existing employees who are members ofemployee associations, including employee
associationsofthe District, will have a five-year window to negotiate compliance with PEPRA
through collective bargaining. Ifno deal isreached byJanuary1, 2018, a city, public agency
or school district could force employees to pay their halfofthe costs ofPERS pension
benefits, upto8% ofpayfor civil workersand11% or 12% for public safetyworkers.

PERS haspredictedthat the impact ofPEPRA on employersandemployeeswill vary,
basedon each employer’scurrent level ofbenefits. Tothe extent that the new formulaslower
retirement benefits, employer contribution rates could decrease over time as current
employeesretire andemployeessubject to the new formulasmake upa larger percentage of
the workforce. Thischange would, in some circumstances, result in a lower retirement benefit
for employees than they currently earn. Additionally, PERS has noted that changes arising
from PEPRA could ultimately have an adverse impact on public sector recruitment in areas
that have historicallyexperienced recruitment challengesdue to higher payfor similar jobsin
the private sector.

The District isunable to predict the amount offuture contributionsit will have tomake
to PERS as a result ofthe implementation ofPEPRA (being its future contributions for the
normal costs of new employees), and as a result of negotiations with its employee
associations. More information about PEPRA can be accessedthrough the PERS website at
www.calpers.ca.gov. The referencestothisinternet website isfor reference andconvenience
only;the information contained within the website maynot be current, hasnot been reviewed
bythe District andisnot incorporatedherein byreference.

The District’sFinancial Report for the Fiscal Year endedJune 30, 2013, andin particular
the Notes thereto, includes additional information on the District’s pension liabilities and
available fundingandpostemployment liabilitiesandfunding. See APPENDIX B hereto.

PropertyTaxRevenues;Assessed Valuations

The levyand collection ofad valorem propertytaxesprovidesa source offundsfor the
District. Propertytaxesreceivedbythe District represent the District’sshare ofthe $1 per $100
county-wide ad valorem property tax levy collected by the County. The taxes collected are
allocated to taxing agencieswithin the County, including the District, on the basisofa formula
established byState law enacted in 1979. Under thisformula, the Countyand all other taxing
entities receive a base year allocation plus an allocation on the basis ofgrowth in assessed
value (new construction, change ofownership and inflation)prorated among the jurisdictions
which serve the tax rate areaswithin which the growth occurs. Tax rate areasare specifically-
defined geographic areas which were developed to permit the levying oftaxes for less than
county-wide or lessthan city-wide special districts.

There can be noassurance that the allocation formula currentlyestablishedbyState law
will continue in the future. Ifthe formula is changed in the future, it could have a material
adverse effect on the receipt ofproperty tax revenue ofthe District. The District does not
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anticipate, however, that potential changes in the allocation formula would have a material
impact on its ability to meet its obligations. For further information concerning the continued
receipt by the District ofa share ofthe 1% county-wide ad valorem property tax, see “RISK
FACTORS –Impact ofState Budget”herein.

The following table providesa recordofsecuredassessedvaluation andtax collections
within the District andthe amount the District receivedasitsshare ofthe 1% propertytax during
the six most recent Fiscal Years.

TABLE 9
ROW LAND W ATER DISTRICT

SECURED ASSESSED VALUATION AND TAX COLLECTION
(1)

Fiscal Year
(As of June 30)

Total Secured
Assessed Valuation

W ithin District
Property
TaxLevy

District Property
TaxRevenue

(3)

2008 $6,265,306,280 $247,411 $230,538
2009 6,591,517,098 256,003 240,821
2010 6,539,533,668 246,544 234,745
2011 6,491,440,271 246,856 239,026
2012 6,551,028,300 252,478 244,765
2013 6,674,070,762 246,941 325,159
2014 7,343,157,221 259,669 280,662

______________
Source: LosAngelesCountyAuditor’sReports: SecuredTax Apportionment Ledger

andAssessedValue AgencyReport.
(1) Excludesamountscollectedfor general obligation bonddebt service, andDistrict’s

share ofinterest andpenaltieson delinquencies.
(2) Estimated.

Historic Operating Results

The followingtable isa summaryofauditedoperatingresultsofthe Enterprise for Fiscal
Years2009/10 through 2012/13 anda summaryofestimatedoperatingresultsofthe Enterprise
for Fiscal Year 2013/14. See APPENDIX B for the audited financial statement for the Fiscal
Year ended June 30, 2013. The auditor hasnot reviewed such statementsin connection with
their inclusion in thisOfficial Statement, nor hasthe District requestedsuch a review. Selected
information from the aforementionedauditedfinancial statementshasbeen usedtoprepare the
followingfive-year comparative summaryofrevenuesandexpenses.

The results presented in the following summary are qualified in their entirety by
reference to the respective annual consolidated audited financial statements ofthe District,
including the notes thereto. Copies ofthe audited financial statementsfor the District’sother
Fiscal Yearscan be obtainedat the office ofthe General Manager.

The District currentlyexpectsto undertake a new 5-year rate studyin the latter part of
2015. In addition, the District expectsthat new water sourcescomingon line (see “Recent and
Future Enterprise Improvements”above)will provide less expensive water then that currently
purchasedfrom MW D.



47

TABLE 10
ROW LAND W ATER DISTRICT

HISTORIC OPERATING RESULTS
(Fiscal Year Ended June 30)

2010 2011 2012 2013 2014
(1)

Operating Revenues
W ater Sales $10,290,586 $10,970,159 $11,443,758 $13,195,812 $13,591,686
W ater Service 4,282,079 4,705,043 4,910,386 5,666,651 5,836,651

Total operatingrevenues 14,572,665 15,675,202 16,354,144 18,862,463 19,428,337

Operating Expenses
W ater purchases 7,464,916 8,463,400 8,953,225 10,033,145 10,233,808
Pumpingandpower 735,326 868,504 834,151 845,228 862,133
Transmission anddistribution 871,616 949,055 1,005,971 1,518,173 1,548,536
Customer services 153,994 151,983 137,355 122,420 124,868
Depreciation 1,381,191 1,855,561 2,120,426 2,211,497 2,255,727
Other 489,157 410,439 455,365 301,870 307,907
General andadmin. 3,239,603 3,307,605 3,764,181 4,245,888 4,330,806

Total operatingexpenses 14,335,803 16,006,547 17,270,674 19,278,221 19,663,785

Operatingincome (loss) 236,862 (331,345) (916,530) (415,758) (235,448)

Non-operating Revenues (Expenses)
Investment income 639,479 306,029 391,966 303,285 309,351
Propertytaxes 250,528 226,424 255,964 325,159 331,662
Gain (loss)from sale ofassets 3,975 20,853 26,128 - -
Interest Expense (216,175) (1,033,334) (1,128,955) (1,586,698) (1,928,300)
Amortization ofdebt discount andcosts (16,785) (16,785) (16,785) (204,538) (27,295)
Miscellaneous 206,573 186,353 186,741 164,854 168,151

Total non-operatingrevenues(expenses) 867,595 (310,730) (284,941) (997,938) (1,146,431)

Net income (loss)before capital contribution 1,104,457 (642,075) (1,201,471) (1,413,696) (1,381,879)

Capital contribution 155,868 237,776 164,056 328,639 221,585

Change in net assets 1,260,325 (404,299) (1,037,415) (1,085,057) (1,160,294)

Net assets(July1)(asrestated)
(2)

62,478,296 63,738,621 63,759,220 62,637,982 63,798,276

Net assets(June 30) $63,738,621 $63,334,322 $62,721,805 $61,552,925 $62,637,982

Net Revenue $2,714,633 $2,243,022 $1,964,087 $1,961,919 $3,051,028

2008 Certificates/2012 BondsDebt Service $1,429,457 $1,477,750 $1,407,870 $1,493,090 $2,634,975

Debt Service Coverage 1.90 1.52 1.40 1.31 1.16
_______________________________

Source: District auditedfinancial statements.

(1) Estimated, unaudited.

(2) 2012 restatedtoreflect capitalization ofrecentlycompletedrecycledwater system improvements.
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Projected Operating Results

The District’s estimated projected operating results for the Enterprise for the Fiscal
YearsendingJune 30, 2015 through June 30, 2019 are set forth below, excludingdepreciation.
The District currentlyexpectstoundertake a new 5-year rate studyin the latter part of2015.
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TABLE 11
ROW LAND W ATER DISTRICT

PROJECTED OPERATING RESULTS
(Fiscal Year ending June 30)

2015 2016 2017 2018 2019
Revenues
W ater Sales-Consumption

(1)
$13,806,020 $14,294,754 $14,800,788 $15,324,736 $15,867,231

W ater Sales-Service Charge
(1)

5,928,692 6,138,568 6,355,873 6,580,871 6,813,834
Interest Income

(2)
254,105 263,100 272,414 282,057 292,042

PropertyTaxes
(3)

338,295 345,061 351,962 359,002 366,182
Miscellaneous

(4)
171,514 174,944 178,443 182,012 185,652

Private Fire Service 368,348 378,458 388,824 399,658 410,609

Total Revenues 20,866,975 21,594,885 22,348,304 23,128,336 23,935,550

Expenses
(5)

PurchasedW ater andPower 13,276,701 13,746,696 14,233,329 14,737,189 15,258,885
Other OperatingExpenses 314,065 325,183 336,695 348,614 360,954
General andAdministrative 4,547,346 4,708,322 4,874,997 4,612,704 4,775,994

Total Expenses 18,138,112 18,780,201 19,445,021 19,698,506 20,395,833

Net Revenue 2,728,862 2,814,683 2,903,284 3,429,829 3,539,717

Debt Service
2012 Bonds 1,151,350 1,151,575 1,152,450 1,150,750 1,155,575
Bonds

(6)
1,127,780 1,283,700 1,287,100 1,287,775 1,288,000

Total Debt Service
(6)

$2,279,130 $2,435,275 $2,439,550 $2,438,525 $2,443,575

Debt Service Coverage
(6)(7)

1.20 1.16 1.19 1.41 1.45
________________
Source: RowlandW ater District andUnderwriter.
(1) Assumesannual growth of3.54% .
(2) Includesinterest on fundsheldbythe District andthe Trustee at an assumedreturn of2.00% .
(3) Assumesgrowth of2.00% annually.
(4) Income from lease ofpropertyandother miscellaneousincome. Assumesgrowth of2.00% annually.
(5) Excludesdepreciation. Expensesare projectedtoincrease by3.54% annually, although general expensesreflect a reduction in 2018 due to

termination ofexpectedcontributionstothe OPEB trust fund(see “Retirement Plan”above)..
(6) Preliminary, subject tochange.
(7) See “SECURITY FOR THE BONDS -Limitationson ParityObligationsandSuperior Obligations”herein for a discussion ofconditionswhich

must be satisfiedprior toissuance ofanyparityobligation.
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TAX MATTERS

General

In the opinion ofBond Counsel, under existing laws, regulations, rulings and judicial
decisions, interest on the Bonds is excluded from gross income for federal income tax
purposes. Bond Counsel is further ofthe opinion that interest on the Bonds is not a specific
preference item for purposesofthe federal individual or corporate alternative minimum taxes,
although BondCounsel observesthat it isincludedin adjustedcurrent earningsfor purposesof
the federal alternative minimum tax imposed on individuals and corporations. The opinions
described in the preceding sentences assume the accuracy ofcertain representations and
compliance bythe District with covenantsdesignedtosatisfythe requirementsofthe Code that
must be met subsequent to the issuance of the Bonds. Failure to comply with such
requirements could cause interest on the Bonds to be included in gross income for federal
income tax purposesretroactive tothe date ofissuance ofthe Bonds. The District will covenant
to comply with such requirements. Bond Counsel has expressed no opinion regarding other
federal tax consequences arising with respect to the Bonds. Bond Counsel is ofthe opinion
that under existing laws, regulations, rulings and judicial decisions, interest on the Bonds is
exempt from State ofCalifornia personal income taxes.

The accrual or receipt ofinterest on the Bondsmayotherwise affect the federal income
tax liabilityofthe ownersofthe Bonds. The extent ofthese other tax consequenceswill depend
upon such owners’particular tax statusandother itemsofincome or deduction. BondCounsel
has expressed no opinion regarding any such consequences. Purchasers ofthe Bonds,
particularlypurchasersthat are corporations(including S corporationsandforeign corporations
operating branches in the United States), property or casualty insurance companies, banks,
thrifts or other financial institutions, certain recipients ofsocial security or railroad retirement
benefits, taxpayersotherwise entitled to claim the earned income credit, or taxpayerswhomay
be deemed to have incurred or continued indebtedness to purchase or carry tax-exempt
obligations, should consult their tax advisors as to the tax consequences ofpurchasing or
owningthe Bonds.

Backup W ithholding. Asa result ofthe enactment ofthe Tax Increase Prevention and
Reconciliation Act of2005, interest on tax-exempt obligationssuch asthe Bondsissubject to
information reporting in a manner similar to interest paid on taxable obligations. Backup
withholding maybe imposed on paymentsmade after March 31, 2007 to anybondholder who
failstoprovide certain requiredinformation includingan accurate taxpayer identification number
to anyperson required to collect such information pursuant to Section 6049 ofthe Code. The
new reportingrequirement doesnot in andofitselfaffect or alter the excludabilityofinterest on
the Bonds from gross income for federal income tax purposes or any other federal tax
consequence ofpurchasing, holdingor sellingtax-exempt obligations.

TaxTreatm ent of Original Issue Discount and Prem ium . Ifthe initial offeringprice to
the public (excludingbondhousesandbrokers)at which a Bondissoldislessthan the amount
payable at maturity thereof, then such difference constitutes “original issue discount” for
purposes offederal income taxes and State ofCalifornia personal income taxes. Ifthe initial
offering price to the public (excluding bond houses and brokers)at which a Bond is sold is
greater than the amount payable at maturity thereof, then the excess ofthe tax basis ofa
purchaser ofsuch Bond (other than a purchaser who holds such Bond as inventory, stock in
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trade or for sale to customersin the ordinarycourse ofbusiness)over the principal amount of
such Bond constitutes“original issue premium”for purposesoffederal income taxesandState
ofCalifornia personal income taxes.

Under the Code, original issue discount is excludable from gross income for federal
income tax purposestothe same extent asinterest on the Bonds. Further, such original issue
discount accruesactuariallyon a constant interest rate basisover the term ofeach such Bond
andthe basisofsuch Bondacquiredat such initial offeringprice byan initial purchaser ofeach
such Bond will be increased by the amount ofsuch accrued discount. The Code contains
certain provisionsrelating to the accrual oforiginal issue discount in the case ofpurchasersof
the Bonds who purchase such Bondsafter the initial offering ofa substantial amount thereof.
Owners who do not purchase such Bonds in the initial offering at the initial offering prices
should consult their own tax advisors with respect to the tax consequences ofownership of
such Bonds. All holdersofsuch Bondsshouldconsult their own tax advisorswith respect tothe
allowance ofa deduction for anylosson a sale or other disposition tothe extent that calculation
ofsuch lossisbasedon accruedoriginal issue discount.

Under the Code, original issue premium is amortized for federal income tax purposes
over the term ofsuch a Bondbasedon the purchaser’syield tomaturityin such Bonds, except
that in the case ofsuch a Bondcallable prior to itsstatedmaturity, the amortization periodand
the yieldmaybe requiredtobe determinedon the basisofan earlier call date that resultsin the
lowest yield on such Bond. A purchaser ofsuch a Bond is required to decrease his or her
adjusted basisin such Bond bythe amount ofbond premium attributable to each taxable year
in which such purchaser holds such Bond. The amount ofbond premium attributable to a
taxable year is not deductible for federal income tax purposes. Purchasers ofsuch Bonds
shouldconsult their tax advisorswith respect tothe precise determination for federal income tax
purposes ofthe amount ofbond premium attributable to each taxable year and the effect of
bondpremium on the sale or other disposition ofsuch a Bond, andwith respect tothe state and
local tax consequencesofowninganddisposingofsuch a Bond.

Changes in Federal and State TaxLaw

From time to time, there are legislative proposals in the Congress and in the various
state legislaturesthat, ifenacted, couldalter or amendfederal andstate tax mattersreferredto
above or adverselyaffect the market value ofthe Bonds. It cannot be predicted whether or in
what form anysuch proposal might be enacted or whether ifenacted it would applyto bonds
issued prior to enactment. In addition, regulatoryactionsare from time to time announced or
proposed and litigation is threatened or commenced which, ifimplemented or concluded in a
particular manner, couldadverselyaffect the market value ofthe Bonds. It cannot be predicted
whether anysuch regulatoryaction will be implemented, how anyparticular litigation or judicial
action will be resolved, or whether the Bonds or the market value thereofwould be impacted
thereby. Purchasersofthe Bondsshould consult their tax advisorsregarding anypending or
proposed legislation, regulatory initiatives or litigation. The opinions expressed by Bond
Counsel are based upon existing legislation and regulationsasinterpreted byrelevant judicial
and regulatory authorities as ofthe date ofissuance and delivery ofthe Bonds and Bond
Counsel has expressed no opinion as ofany date subsequent thereto or with respect to any
pendinglegislation, regulatoryinitiativesor litigation.
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Form of Opinion

The form ofBond Counsel’s anticipated opinion is included as APPENDIX C. The
statutes, regulations, rulings, and court decisions on which such opinion will be based are
subject tochange.

NO LITIGATION

There isno action, suit or proceeding known to be pending or threatened, restraining
or enjoiningthe issuance or deliveryofthe Bondsor the Indenture or in anywaycontestingor
affecting the validityofthe foregoing or anyproceedingsofthe District taken with respect to
any ofthe foregoing. The District is not aware ofany litigation pending or threatened
questioning the existence or powersofthe District or the abilityofthe District to payprincipal
or interest on the Bonds.

Although the District is subject to a number oflawsuits in the ordinaryconduct ofits
affairs, there are noclaimsor actions, threatenedor pending, which, ifdeterminedagainst the
District, either individually or in the aggregate, would have a material adverse effect on the
financial conditionsofthe District, Net Revenuesor the Revenue Fund.

RATINGS

Standard & Poor’s Ratings Service, a Standard & Poor’s Financial Services LLC
business(“Standard& Poor’s”)hasassigneditsmunicipal bondratingof“_____”tothe Bonds
as ofthe Closing Date. The rating reflects only the views ofsuch organization, and an
explanation ofthe significance ofsuch ratings may be obtained from Standard & Poor’s.
There isnoassurance that either rating will continue for anygiven periodoftime or that it will
not be revised downward or withdrawn entirelybysuch rating agency, if, in the judgment of
such rating agency, circumstances so warrant. The District undertakes no responsibility to
oppose any downward revision or withdrawal ofany rating obtained. Any such downward
revision or withdrawal ofsuch rating mayhave an adverse effect on the market price ofthe
Bonds.

PROFESSIONAL FEES

In connection with the issuance ofthe Bonds, feespayable to Nossaman LLP asBond
Counsel and Disclosure Counsel, Urban Futures, Inc., as financial advisor, and The Bank of
New York Mellon Trust Company, N.A., as Trustee, are contingent upon the issuance ofthe
Bonds. Although it is serving as Bond Counsel and Disclosure Counsel to the District in
connection with the issuance of the Bonds, Bond Counsel represents the Underwriter in
connection with other financingsandmattersunrelatedtothe Bonds.

FINANCIAL ADVISOR

The District has retained Urban Futures, Inc., Orange, California, as Financial Advisor
for the sale ofthe Bonds. The Financial Advisor is not obligated to undertake, and has not
undertaken to make, an independent verification or to assume any responsibility for the
accuracy, completeness or fairness ofthe information contained in this Official Statement.
Urban Futures, Inc. is an independent advisory firm and is not engaged in the business of
underwriting, trading, or distributingmunicipal or other public securities.
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VERIFICATION OF MATHEMATICAL ACCURACY

Upon delivery ofthe Bonds, Causey, Demgen & Moore Inc., Denver, Colorado, will
deliver its independent certified public accountants’verification report on the mathematical
accuracyofcertain computations, containedin schedulesprovidedtoit which were preparedon
behalfofthe District by the Underwriter, relating to the sufficiency ofthe anticipated receipts
from the securitiesdepositedwith the Escrow Agent (the “Escrow Securities”)topay, when due,
the principal whether at maturity or upon prior redemption, interest and redemption premium
requirementsofthe Prior Obligations. See “THE REFUNDING PLAN”above.

The report ofCausey, Demgen & Moore Inc. will include the statement that the scope
ofits engagement is limited to verifying the mathematical accuracy ofthe computations
containedin such schedulesprovidedtothem, andthat it hasnoobligation toupdate itsreport
because ofeventsoccurring, or data or information coming toitsattention, subsequent tothe
date ofitsreport.

CERTAIN LEGAL MATTERS

Upon the delivery ofthe Bonds, Nossaman LLP, Irvine, California, Bond Counsel, will
issue its opinion approving the validity ofthe Bonds, the form ofwhich opinion is set forth in
APPENDIX C hereto. Certain legal matters will be passed upon for the District by Janet
Morningstar, a Law Corporation, its general counsel, and by Nossaman LLP, as Disclosure
Counsel. Certain legal matterswill be passedupon for the Underwriter byOrrick, Herrington &
Sutcliffe LLP, LosAngeles, California.

UNDERW RITING

The District hasagreed to sell the Bondsto Mitsubishi UFJSecurities(USA), Inc., as
underwriter (the “Underwriter”), andthe Underwriter hasagreed, subject tocertain conditions,
to purchase the Bondsat a purchase price of$_________ (principal amount ofthe Bondsof
$___________, lessan underwriter’sdiscount of$___________, and [lessnet original issue
discount] [plus net original issue premium] of $___________). The obligations of the
Underwriter are subject tocertain conditionsprecedent, andit will be obligatedtopurchase all
such Bondsifanysuch Bondsare purchased. The Underwriter intendstooffer the Bondsto
the public initially at the prices and/or yield set forth on the cover page ofthis Official
Statement, which pricesor yieldsmaysubsequentlychange without anyrequirement ofprior
notice.

The Underwriter reserves the right to join with dealers and other underwriters in
offering the Bondstothe public. The Underwriter mayoffer andsell Bondstocertain dealers
(including dealers depositing Bonds into investment trusts)at prices lower than the public
offering prices, and such dealersmayreallow anysuch discountson salesto other dealers.
In reoffering Bonds to the public, the Underwriter may overallocate or effect transactions
which stabilize or maintain the market prices for Bonds at levels above those which might
otherwise prevail. Such stabilization, ifcommenced, maybe discontinuedat anytime.

The Underwriter hasentered into an agreement with UnionBanc Investment Services
LLC (“UBIS”)pursuant to which UBIS may distribute certain municipal securities offerings
underwritten byMitsubishi UFJSecurities(USA), Inc., including the Bonds. Pursuant to this
agreement, Mitsubishi UFJ Securities (USA), Inc. will share a portion ofits underwriting
compensation with UBIS with respect tothe Bonds.
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From time to time, Mitsubishi UFJSecurities(USA), Inc. and itsaffiliate, MUFG Union
Bank, N.A. (formerly Union Bank, N.A.), provide various services to District including
commercial bankingandother servicesfor which theyreceive customarycompensation.

ADDITIONAL INFORMATION

Any statements in this Official Statement involving matters ofopinion, whether or not
expressly so stated, are intended as such and not as representations offact. This Official
Statement is not to be construed as a contract or agreement between the District and the
purchasersor Ownersofanyofthe Bonds.

The execution and delivery ofthis Official Statement have been authorized by the
membersofthe District.

ROW LAND W ATER DISTRICT

By: ____________________________
General Manager
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APPENDIX A

SUMMARY OF THE INDENTURE

Definitions

“Accountant’s Report” means a report signed by an Independent Certified Public
Accountant.

“Additional Revenues”means,withrespect to the issuance of anyParityObligations,an
allowance for Net Revenues (i)arising from anyincrease in the charges made for service from
the Enterprise adopted prior to the incurring of such Parity Obligations and effective within
eighteen (18)months following the date of incurring suchParityObligations,in an amount equal
to the total amount bywhich the Net Revenues would have been increased if such increase in
charges had been in effect during the whole of the most recent completed Fiscal Year or during
any more recent twelve (12)month period selected by the District,and (ii)arising from any
increase in service connections to the Enterprise prior to the incurring of such Parity
Obligations,in an amount equal to the total amount by which the Net Revenues would have
been increased if such connections had been in existence during the whole of the most recent
completed Fiscal Year or during any more recent twelve (12)month period selected by the
District,all as shown bythe certificate or opinion of an Independent Financial Consultant.

“Agency”means the Puente Basin W ater Agency,a joint powers authority,operating
and acting pursuant to the laws of the State of California,and its successors and assigns.

“Authorized Officer”means,with respect to the District,its President,Vice President,
General Manager or the Finance Officer or any other person designated as an Authorized
Representative of the District bya W ritten Certificate of the District signed byits President,Vice
President or General Manager,and filed withthe Trustee.

“Bond Counsel” means any other attorney or firm of attorneys appointed by and
acceptable to the District,of nationally-recognized experience in the execution and deliveryof
obligations the interest in which is excludable from gross income for federal income tax
purposes under the Code.

“Bond Year”means the period from the Closing Date through December 1,2014,and
thereafter the twelve-month period commencing on December 2 of each year through and
including December 1of the following year.

“Business Day”means anydayother than a Saturday,Sundayor legal holidayor a day
on which banks are authorized to be closed for business in California or on which the Trust
Office is authorized to be closed.

“Certificate of the District”means an instrument in writing signed by an Authorized
Officer.

“Code”means the Internal Revenue Code of 1986,as amended. Each reference to a
section of the Code in the Indenture shall be deemed to include the United States Treasury
Regulations,including temporaryand proposed regulations relating to such section which are
applicable to the Certificates or the use of the proceeds thereof.
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“Debt Service”means,during anyperiod of computation,the amount obtained for such
period bytotaling the following amount--

(a) The principal amount of all Outstanding serial Bonds and Parity
Obligations coming due and payable by their terms in such period (except to the extent that
such principal has been fullycapitalized and is held uninvested in cash or invested in Federal
Securities which mature at times and in such amounts as are necessaryto paythe principal to
whichsuchamounts are pledged);

(b) The minimum principal amount of all Outstanding term Bonds and Parity
Obligations scheduled to be redeemed byoperation of mandatorysinking fund deposits in such
period,together with anypremium thereon (except to the extent that such principal has been
fullycapitalized and is held uninvested in cashor invested in Federal Securities whichmature at
times and in such amounts as are necessary to paythe principal to which such amounts are
pledged);and

(c) The interest which would be due during such period on the aggregate
principal amount of Bonds and ParityObligations which would be Outstanding in suchperiod if
the Bonds or ParityObligations are retired as scheduled (except to the extent that suchinterest
has been fully capitalized and is invested in Federal Securities which mature at times and in
such amounts as are necessary to pay the interest to which such amounts are pledged),but
deducting and excluding from such aggregate amount the amount of Bonds and Parity
Obligations no longer Outstanding; provided that, whenever interest as described herein
accrues at other than a fixed rate,such interest shall be assumed to be a rate equal to the
greater of (i)the actual rate on the date of calculation,or if the Parity Obligation is not yet
outstanding,the initial rate (if established and binding),(ii)if the Parity Obligation has been
outstanding for at least twelve months,the average rate over the twelve months immediately
preceding the date of calculation,and (iii)(x)if interest on the ParityObligation is excludable
from gross income under the applicable provisions of the Internal Revenue Code,the most
recently published The Bond Buyer Bond Revenue Index (or comparable index if no longer
published)plus fifty(50)basis points,or (y)if interest is not so excludable,the interest rate on
direct U.S.TreasuryObligations withcomparable maturities,plus fifty(50)basis points.

“Debt Service Payments”mean the payments of Debt Service on the Bonds due under
the Indenture.

“Due Date”means eachNovember 15and May15,commencing November 15,2014.

“Enterprise”means the District’s water system,including all facilities,works,properties
and structures of the District for the treatment,transmission and distribution of potable and non-
potable water,including all contractual rights to water supplies,transmission capacity supply,
easements,rights-of-wayand other works,propertyor structures necessaryor convenient for
such facilities,together with all additions,betterments,extension and improvements to such
facilities or anypart thereof hereafter acquired or constructed.

“Event of Default”means an event of default described in the Indenture.

“Federal Securities”mean (a)direct obligations (other than an obligation subject to
variation in principal repayment)of the United States of America,(b)obligations fully and
unconditionally guaranteed as to timely payment of the interest and principal by the United
States of America,(c)obligations of any agency or instrumentality of the United States of
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America as to which the timelypayment of the interest on and the principal of suchobligations
is backed by the full faith and credit of the United States of America,or (d)evidences of
ownership of proportionate interests in future interest and principal payments on obligations
described above held bya bankor trust companyas custodian,under which the owner of the
investment is the real party in interest and has the right to proceed directly and individually
against the obligor and the underlying government obligations are not available to anyperson
claiming throughthe custodian or to whom the custodian maybe obligated.

“Fiscal Year”means the twelve calendar month period terminating on June 30 of each
year,or anyother annual accounting period hereafter selected and designated bythe District as
its Fiscal Year in accordance withapplicable law.

“GenerallyAccepted Accounting Principles”mean the uniform accounting and reporting
procedures prescribed bythe California State Controller or his successor for special districts in
the State of California,or failing the prescription of suchprocedures means generallyaccepted
accounting principles as presented and recommended by the American Institute of Certified
Public Accountants or its successor,or bythe National Council on Governmental Accounting or
its successor,or byanyother generallyaccepted authorityon suchprinciples.

“Governmental Loan”means a loan from the State or the United States of America,
acting through any of its agencies, to finance improvements to the Enterprise, and the
obligation of the District to make payments to the State or the United States of America under
the loan agreement memorializing said loan on a paritybasis withthe payment of Debt Service
Payments.

“Independent Certified Public Accountant”means anycertified public accountant or firm
of certified public accountants duly licensed and entitled to practice,and practicing as such,
under the laws of the State of California,appointed and paid bythe District,and eachof whom--

1. is in fact independent and not under the domination of the District;

2. does not have a substantial financial interest,direct or indirect,in the
operations of the District;and

3. is not connected withthe District as a board member,officer or employee
of the District or the Authority,but maybe regularlyretained to audit the accounting records of
and make reports thereon to the District.

“Independent Engineer”means anyregistered engineer or firm of engineers of national
reputation generallyrecognized to be well qualified in engineering matters relating to systems
similar to the Enterprise,appointed and paid bythe District,and who or eachof whom--

1. is in fact independent and not under the domination of the District;

2. does not have a substantial financial interest,direct or indirect,in the District;
and

3. is not connected with the District as a board member,officer or employee of the
District,but maybe regularlyretained to make reports to the District.
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“Independent Financial Consultant” means any financial consultant or firm of such
consultants of national reputation generallyrecognized to be well qualified in financial matters
relating to systems similar to the Enterprise,appointed and paid by the District,and who,or
eachof whom--

1. is in fact independent and not under the control of the District;

2. does not have a substantial financial interest,direct or indirect,in the District;
and

3. is not connected withthe District as a council member,officer or employee of the
District,but maybe regularlyretained to make reports to the District.

“Interest Payment Date”means December 1,2014,and each June 1 and December 1
thereafter.

“Maintenance and Operation Costs” of the Enterprise means the reasonable and
necessarycosts and expenses paid bythe District for maintaining and operating the Enterprise,
as determined in accordance with GenerallyAccepted Accounting Principles,including but not
limited to (a)the reasonable expenses of management and repair and other costs and
expenses necessaryto maintain and preserve the Enterprise in good repair and working order,
including the cost of water,and (b)administrative costs of the District attributable to the
Enterprise and the financing thereof; but excluding (x)depreciation, replacement and
obsolescence charges or reserves therefor,(y)in any Fiscal Year prior to setting aside an
amount equal to the Debt Service Payments for such Fiscal Year,capital expenditures other
than as set forth in subsection (a) above, and (z)amortization of intangibles or other
bookkeeping entries or a similar nature.

“Maximum Annual Debt Service”means,as of the date of anycalculation,the maximum
sum obtained for the current or any future Bond Year so long as any of the Bonds remain
Outstanding bytotaling the following amounts for suchBond Year:

(a) the principal amount of the Bonds and ParityObligations coming due and
payable by their terms in such Bond Year,including the principal amount of any term Bonds
and term Parity Obligations which are subject to mandatory sinking fund redemption in such
Bond Year;and

(b) the amount of interest whichwould be due during suchBond Year on the
aggregate principal amount of the Bonds and ParityObligations whichwould be Outstanding in
suchBond Year if suchBonds and ParityObligations are retired as scheduled.

“Moody’s”means Moody’s Investors Service,Inc.,its successors and assigns.

“Net Proceeds”means,when used with respect to any insurance or condemnation
award,the proceeds from such insurance or condemnation award remaining after payment of
all reasonable expenses (including attorneys’fees)incurred in the collection of suchproceeds.
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“Net Revenues”means,for anyperiod,an amount equal to all of the Revenues received
during such period minus the amount required to pay all Maintenance and Operation Costs
becoming payable during suchperiod.

“Outstanding”when used as of anyparticular time with reference to Bonds,means all
Bonds except:

(1) Bonds canceled bythe Trustee;

(2) Bonds paid or deemed to have been paid;and

(3) Bonds in lieu of or in substitution for whichreplacement Bonds shall have
been executed and delivered under the Indenture.

“Owner”or “Bondowner”means the registered owner of anyOutstanding Bond.

“Parity Obligations” means the District’s obligations under that certain Installment
Purchase Contract,dated as of November 1,2012,between the District and the Agency,and
indebtedness or other obligations (including leases and installment sale agreements)issued or
incurred by the District and secured by a pledge of and lien on Net Revenues equally and
ratablywiththe Debt Service Payments.

“Permitted Investments”mean anyof the following which at the time of investment are
legal investments under the laws of the State of California for the moneys proposed to be
invested therein (the Trustee is entitled to conclusivelyrelyupon anydirection of the District as
a certification that suchinvestment constitutes a Permitted Investment):

1. Direct obligations of the United States of America (including obligations issued or
held in book-entryform on the books of the Department of the Treasury,but excluding CATS
and TIGRS)or obligations the principal of and interest on whichare unconditionallyguaranteed
bythe United States of America.

2. Bonds, debentures, notes or other evidence of indebtedness issued or
guaranteed byanyof the following federal agencies and provided such obligations are backed
bythe full faithand credit of the United States of America (stripped securities are onlypermitted
if theyhave been stripped bythe agencyitself):

Farmers Home Administration (FmHA)
Certificates of beneficial ownership

Federal Housing Administration Debentures (FHA)

General Services Administration
Participation certificates

Government National Mortgage Association (GNMA or “Ginnie Mae”)
GNMA –guaranteed mortgage-backed bonds
GNMA –guaranteed pass-throughobligations (participation
certificates)
(not acceptable for certain cash-flow sensitive issues.)
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U.S.Maritime Administration
Guaranteed Title XIfinancing

U.S.Department of Housing and Urban Development (HUD)
Project Notes
Local District Bonds
New Communities Debentures –U.S.Government guaranteed
debentures
U.S.Public Housing Notes and Bonds –U.S.Government
guaranteed public housing notes and bonds

3. Bonds, debentures, notes or other evidence of indebtedness issued or
guaranteed byanyof the following non-full faithand credit U.S.government agencies (stripped
securities are onlypermitted if theyhave been stripped bythe agencyitself):

Federal Home Loan BankEnterprise
Senior debt obligations

Federal Home Loan Mortgage Corporation (FHLMC or “Freddie Mac”)
Participation certificates
Senior debt obligations

Federal National Mortgage Association (FNMA or “Fannie Mae”)
Mortgage-backed securities and senior debt obligations

Resolution Funding Corp.(REFCORP)obligations

Farm Credit Enterprise
Consolidated system-wide bonds and notes

Federal Agriculture Mortgage Association

Tennessee ValleyDistrict

4. Money market funds registered under the Federal Investment Company Act of
1940,whose shares are registered under the Federal Securities Act of 1933,and having a
rating byS&P of “AAAm-G,”“AAA-m,”or “AA-m”and if rated byMoody’s rated “Aaa,”“Aa1”or
“Aa2,”including funds for whichthe Trustee,its parent holding company,if any,or anyaffiliates
or subsidiaries of the Trustee provide investment advisoryor other management services.

5. Certificates of deposit secured at all times bycollateral described in 1 and/or 2
above. Such certificates must be issued bycommercial banks,savings and loan associations
or mutual savings banks including the Trustee and its affiliates. The collateral must be held by
a third partyand the Owners must have a perfected first securityinterest in the collateral;and
unsecured certificates of deposit,time deposits,moneymarket deposits,demand deposits and
bankers’acceptances of anybank(including those of the Trustee,its parent and its affiliates)
the short-term obligations of which are rated on the date of purchase in one of the two highest
rating categories byS&P or Moody’s.

6. Certificates of deposit,savings accounts,deposit accounts or money market
deposits whichare fullyinsured byFDIC,including BIF and SAIF.
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7. Investment agreements, including GIC’s, forward purchase agreements and
reserve fund put agreements.

8. Commercial paper rated,at the time of purchase,“Prime -1”byMoody’s and “A-
1”or better byS&P.

9. Bonds or notes issued byanystate or municipalitywhichare rated byMoody’s or
S&P in one of the two highest rating categories assigned bysuchagencies.

10. Federal funds or bankers acceptances with a maximum term of one year of any
bank which has an unsecured,uninsured and unguaranteed obligation rating of “Prime -1”or
“A2”or better byMoody’s or “A-1”or “A”or better byS&P.

11. Repurchase agreements for 30days or less must follow the following criteria:

(i) Repurchase agreements that provide for the transfer of securities from a
dealer bankor securities firm (seller/borrower)to the Trustee (buyer/lender),and the transfer of
cash from the Trustee to the dealer bank or securities firm with an agreement that the dealer
bank or securities firm will repay the cash plus a yield to the Trustee in exchange for the
securities at a specified date.

12. Asset-backed Securities: As authorized in Government Code Section 53601(n),
investment in any equipment lease-backed certificate, consumer receivable pass-through
certificate or consumer receivable-backed bond witha maximum remaining final maturityof five
years. Purchases will be restricted to securities with an expected weighted average life not to
exceed three years. Securities eligible for investment under this subdivision shall be rated
“AAA”bya nationallyrecognized rating service.

13. Mortgage-backed Securities: As authorized in Government Code Section
53601(n), investment in any mortgage pass-through security, collateralized mortgage
obligation, mortgage-backed or other pay-through bond, with a maximum remaining final
maturity of five years. Purchases will be restricted to securities with an expected weighted
average life not to exceed three years. Securities eligible for investment under this subdivision
shall be rated “AAA”bya nationallyrecognized rating service. Purchases of asset-backed and
mortgage-backed securities maynot exceed 20% of the District’s portfolio in total.

14. Medium-term Notes: Corporate notes issued by corporations organized and
operating within the United States with a rating of “A”or higher at the time of purchase bya
nationally recognized rating service and with a maximum remaining maturity of no more than
three (3)years after the date of purchase.

15. The Local AgencyInvestment Fund created pursuant to Section 16429.1 of the
California Government Code,to the extent the Trustee is authorized to register suchinvestment
in its name.

16. Shares in a California common law trust established pursuant to Title 1,Division
7,Chapter 5 of the Government Code of the State of California which invests exclusively in
investments permitted by Section 53601 of Title 5,Division 2,Chapter 4 of the Government
Code of California,as it maybe amended.

17. The Los Angeles CountyPooled TreasuryPortfolio.
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“Principal Office”means the corporate trust office of the Trustee currentlylocated in Los
Angeles,California,or suchother office designated bythe Trustee from time to time.

“Prior Obligations” means the outstanding Rowland W ater District Certificates of
Participation (Recycled W ater Project),Series 2008.

“Record Date” means the fifteenth day of the calendar month prior to an Interest
Payment Date.

“Responsible Officer”means any officer of the Trustee assigned by the Trustee to
administer the trusts established under the Indenture.

“Revenue Fund”means the fund of the District into whichit deposits Revenues.

“Revenues”means all gross income and revenue received or receivable bythe District
from the ownership and operation of the Enterprise,calculated in accordance with Generally
Accepted Accounting Principles, including all rates, fees and charges (including fees for
connecting to the Enterprise)received by the District for W ater Service and all other income
and revenue howsoever derived by the District from the Enterprise or arising from the
Enterprise;provided,however,that (i)any specific charges levied for the express purpose of
reimbursing others for all or a portion of the cost of the acquisition or construction of specific
facilities,or (ii)customers’deposits or anyother deposits subject to refund until such deposits
have become the propertyof the District,are not Revenues and are not subject to the lien of
the Indenture. Revenues shall include amounts on deposit in the Revenue Fund which have
been previously released from the pledge and lien of the Indenture. Revenues shall also
include interest with respect to anyParityObligations reimbursed to or on behalf of the District
bythe United States of America.

“S&P”means Standard & Poor’s Ratings Group,a division of McGraw Hill Incorporated,
its successors and assigns.

“State”means the State of California.

“W ater Service” means the potable and recycled water service made available or
provided bythe Enterprise.

Transfer and Exchange of Bonds

Subject to the Indenture,each Bond shall be transferable only upon a register of the
names of each Owner (the “Bond Register”),which shall be kept for that purpose at the
Principal Office,by the Owner thereof in person or by his or her attorney duly authorized in
writing,upon surrender thereof together with a written instrument of transfer satisfactoryto the
Trustee dulyexecuted bythe Owner or his or her dulyauthorized attorney.Upon the transfer of
anysuch Bond,the Trustee shall provide in the name of the transferee,a new Bond or Bonds,
of the same aggregate principal amount,interest rate and maturityas the surrendered Bonds
(unless there has occurred a partial redemption of such Bond,in which case the principal
amount of the new Bond shall be equal to the unredeemed principal amount of the Bond
submitted for transfer).
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Bonds Mutilated, Destroyed, Lost or Stolen

If anyBond shall become mutilated,the Trustee,at the expense of the Owner of said
Bond,shall authenticate and deliver a new Bond of like tenor in exchange and substitution for
the Bond so mutilated,but onlyupon surrender to the Trustee of the Bond so mutilated. If any
Bond shall be lost,destroyed or stolen,evidence of such loss,destruction or theft shall be
submitted to the Trustee,and,if suchevidence is satisfactoryto the Trustee and if an indemnity
satisfactory to the Trustee shall be given,the Trustee,at the expense of the Owner,shall
authenticate and deliver a new Bond of like tenor and numbered as the Trustee shall determine
in lieu of and in substitution for the Bond so lost,destroyed or stolen.

Payment of Debt Service

All of the Net Revenues are pledged under the Indenture for the payment of Parity
Obligations,including the Bonds,and all moneys on deposit in the Payment Fund and the
Redemption Fund established under the Indenture are irrevocably pledged, charged and
assigned to the punctual payment of the Bonds,and except as otherwise provided in the
Indenture,the Net Revenues and such other funds shall not be used for anyother purpose so
long as any of the Bonds remain Outstanding. Such pledge,charge and assignment shall
constitute a first lien on the Net Revenues and suchother moneys for the payment of the Debt
Service Payments,the Bonds and anyParityObligations. The District’s obligation to paythe
Debt Service Payments and any other amounts coming due and payable shall be a special
obligation of the District limited solelyto the Net Revenues. Under no circumstances shall the
District be required to advance moneys derived from anysource of income other than the Net
Revenues and other sources specificallyidentified in the Indenture for the payment of the Debt
Service Payments and the Bonds,nor shall anyother funds or propertyof the District be liable
for the payment of the Debt Service Payments,the Bonds or anyother amounts coming due
and payable.

The obligations of the District to make the Debt Service Payments from the Net
Revenues and to perform and observe the other agreements shall be absolute and
unconditional and shall not be subject to any defense or any right of setoff,counterclaim or
recoupment arising out of any breach of the District or the Trustee of any obligation to the
District or otherwise withrespect to the Enterprise,or out of indebtedness or liabilityat anytime
owing to the District bythe Trustee.Until suchtime as all of the Debt Service Payments and all
other amounts coming due and payable shall have been fullypaid or prepaid,the District (a)will
not suspend or discontinue payment of anyDebt Service Payments or suchother amounts with
respect to the Bonds,(b)will perform and observe all other agreements contained in the
Indenture,and (c)will not terminate the Indenture for anycause,including,without limiting the
generality of the foregoing,the occurrence of any acts or circumstances that may constitute
failure of consideration,eviction or constructive eviction,destruction of or damage to the
Enterprise,sale of the Enterprise,the taking byeminent domain of title to or temporaryuse of
anycomponent of the Enterprise,commercial frustration of purpose,anychange in the taxor
other laws of the United States of America or the State or any political subdivision of either
thereof or anyfailure of the Trustee to perform and observe anyagreement,whether express or
implied,or anyduty,liabilityor obligation arising out of or connected withthe Indenture.

Deposit of Debt Service Payments

All Debt Service Payments withrespect to the Bonds shall be paid directlybythe District
to the Trustee on the applicable Due Date. Such payments received bythe Trustee shall be
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held in trust bythe Trustee under the terms of the Indenture and shall be deposited byit as and
when received in the Debt Service Account of the Payment Fund,whichfund the Trustee bythe
Indenture agrees to establish and maintain so long as any Bonds are Outstanding. On or
before each Due Date,the District shall withdraw from the Revenue Fund an amount,together
with the balance then on deposit in the Payment Fund,if any(other than amounts held for the
defeasance of Bonds and anyamounts required for payment of principal of or interest on any
Bonds which have matured or been called for redemption but which have not yet been
presented for payment),equal to the aggregate amount of the Debt Service Payments coming
due on the next succeeding Interest Payment Date,and transfer the same to the Trustee for
deposit into the Payment Fund.

Receipt and Deposit of Revenues; Revenue Fund

The District covenants and agrees that all Revenues,when and as received,will be
received and held by the District in trust and will be deposited bythe District in the Revenue
Fund and will be accounted for through and held in trust in the Revenue Fund;provided,that
the District may withdraw such amounts in the Revenue Fund as maybe necessary to make
refunds for amounts paid in advance for services provided by the Enterprise,which such
service was not thereafter made available or provided. All Net Revenues,whether held bythe
District as trustee or deposited withthe Trustee,shall nevertheless be disbursed,allocated and
applied solelyto the uses and purposes set forth in the Indenture,and shall be accounted for
separatelyand apart from all other money,funds,accounts or other resources of the District.

All Revenues in the Revenue Fund shall be set aside bythe Treasurer or deposited by
the Treasurer with the Trustee,or the trustee or fiscal agent with respect to ParityObligations,
as the case maybe,as follows and in the following order of priority:

(1) Maintenance and Operation Costs. In order to carry out and effectuate
the pledge and lien contained in the Indenture,the District agrees and covenants to pay all
Maintenance and Operation Costs of the Enterprise (including amounts reasonablyrequired to
be set aside in contingencyreserves for Maintenance and Operation Costs of the Enterprise,
the payment of whichis not then immediatelyrequired)from the Revenue Fund as theybecome
due and payable.

(2) Debt Service Accounts. The Debt Service Payments,and of all other
Parity Obligations,shall be paid in accordance with the terms of the Indenture and of such
ParityObligations,without preference or priority,and in the event of anyinsufficiencyof such
moneys,ratablywithout anydiscrimination or preference.

(3) Reserve Funds. Payments required with respect to ParityObligations to
replenish reserve accounts established therefor shall be made in accordance with the of such
ParityObligations,without preference or priority,and in the event of anyinsufficiencyof such
moneys,ratablywithout anydiscrimination or preference.

(4) General Expenditures. All Net Revenues remaining after paying all of
the sums required to be paid hereunder by the provisions of (1),(2)and (3)above or in
connection with any Parity Obligation may be withdrawn by the District for expenditure for
anylawful purpose of the District.

The parties acknowledge that although all Parity Obligations are secured equally and
ratablybyapplicable Net Revenues,moneys with respect to obligations other than the Bonds



A-11

may be held by the Trustee or by trustees other than the Trustee under documents and
agreements other than the Indenture,and the Indenture imposes no obligations upon the
Trustee with respect to such other obligations. The District shall make suchtransfers from the
Revenue Fund necessary to effectuate such obligations’parity claim on such Net Revenues
contemplated hereby.

Liability of District Limited

Notwithstanding anything contained in the Indenture,the District shall not be required to
advance any moneys derived from any source of income other than Net Revenues legally
available therefor in the Revenue Fund and the other funds provided in the Indenture for the
payment of the Debt Service Payments or for the performance of anyagreements or covenants
contained in the Indenture required to be performed byit. The District may,however,but shall
not be required to,advance moneys for anysuchpurpose so long as suchmoneys are derived
from a source legally available for such purpose and may be legally used by the District for
suchpurpose. The obligation of the District to make the Debt Service Payments and the other
amounts due under the Indenture is a special obligation of the District payable solelyfrom the
moneys legally available therefor under the Indenture,and does not constitute a debt of the
District or of the State of California or of anypolitical subdivision thereof within the meaning of
anyconstitutional or statutorydebt limitation or restriction.

Compliance with Indenture

The District will not suffer or permit any material default by it to occur under the
Indenture,but will faithfully comply with,keep,observe and perform all the agreements,
conditions,covenants and terms of the Indenture required to be complied with,kept,observed
and performed byit.

Observance of Laws and Regulations

The District will truly keep,observe and perform all valid and lawful obligations or
regulations now or hereafter imposed on it with respect to the Enterprise by contract,or
prescribed by any law of the United States,or of the State,or by any officer,board or
commission having jurisdiction or control,as a condition of the continued enjoyment of anyand
everyright,privilege or franchise now owned or hereafter acquired bythe District with respect
to the Enterprise to the end that such rights,privileges and franchises shall be maintained and
preserved,and shall not become abandoned,forfeited or in anymanner impaired.

Prosecution and Defense of Suits

The District shall promptly,upon request of the Trustee or any Owner holding at
least 25% in principal amount of the Bonds from time to time,take such action as maybe
necessary or proper to remedy or cure any defect in or cloud upon the title to the
Enterprise,whether now existing or hereafter developing and shall,to the extent permitted
by law,prosecute all such suits,actions and other proceedings as maybe appropriate for
such purpose and shall indemnifyand save the Trustee and everyOwner harmless from all
loss,cost,damage and expense,including attorneys'fees,which theyor anyof them may
incur byreason of anysuchdefect,cloud,suit,action or proceeding.
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Accounting Records and Statements

The Trustee will keep complete and correct accounting records in which accurate
entries shall be made of all transactions made by the Trustee relating to the receipt,deposit
and disbursement of the Debt Service Payments, and such accounting records shall be
available for inspection by the District or any Owner or his or her agent duly authorized in
writing on anyBusiness Dayupon reasonable notice at reasonable hours and under reasonable
conditions prescribed bythe Trustee.

Further Assurances

W henever and so often as requested to do so bythe Trustee or anyOwner,the District
will promptly execute and deliver or cause to be executed and delivered all such other and
further assurances,documents or instruments and promptly do or cause to be done all such
other and further things as may be necessary or reasonably required in order to further and
more fully vest in the Trustee and the Owners all advantages,benefits,interests,powers,
privileges and rights conferred or intended to be conferred upon them bythe Indenture.

Against Encumbrances

The District covenants that there is no pledge of or lien on Net Revenues senior to the
pledge and lien securing the Bonds. The District will not make anypledge of or place anylien
on the Net Revenues,provided that the District mayat anytime,or from time to time,pledge or
encumber the Net Revenues in connection with the issuance or execution of ParityObligations
or other obligations permitted bythe Indenture,or subordinate to the pledge of Net Revenues in
the Indenture.

Against Sale or Other Disposition of Property

The District will not sell,lease,encumber or otherwise dispose of the Enterprise or any
part thereof in excess of one-half of one percent of the book value of the Enterprise in any
Fiscal Year,unless the Treasurer certifies that suchsale,lease,encumbrance or disposition will
not materially adversely affect the operation of the Enterprise or the Net Revenues;provided
however,anyreal or personal propertywhichhas become non-operative or whichis not needed
for the efficient and proper operation of the Enterprise,or anymaterial or equipment whichhas
become worn out,may be sold,exchanged or otherwise disposed of at not less than the fair
market value thereof and the proceeds (if any)of such sale or exchange shall be deposited in
the Revenue Fund. The District will not enter into anyagreement or lease which would impair
the ability of the District to meet the rate covenant set forth in the Indenture or which would
otherwise impair the rights of the Bond Owners or the operation of the Enterprise.

Notwithstanding any other provision of the Indenture,the ownership of components of
the Enterprise may be transferred by the District to the Agency to facilitate operations and
provide operational savings. Prior to anysuchtransfer,the District shall certifyin writing to the
Trustee that such transfer will not materiallyadverselyaffect the operation of the Enterprise or
the collection of Net Revenues.

Against Competitive Facilities

Except for anyutilitysystem existing as of the date of the Indenture,the District will not,
to the extent permitted bylaw,acquire,maintain or operate and will not,to the extent permitted
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by law and within the scope of its powers,permit anyother public or private entity,authority,
district or political subdivision or anyperson whomsoever to acquire,maintain or operate within
the District anyutilitysystem competitive withthe Enterprise.

Tax Covenants

The District shall not take anyaction or permit to be taken anyaction within its control
whichwould cause or which,with the passage of time if not cured would cause,the interest on
the Bonds to become includable in gross income for federal income taxpurposes. To that end,
the District herebymakes the following specific covenants:

(a) The District covenants that it shall not make or permit any use of the
proceeds of the Bonds that maycause the Bonds to be “arbitrage bonds”within the meaning of
Section 148of the Internal Revenue Code of 1986,as amended.

(b) The District covenants that the proceeds of the Bonds will not be used as
to cause the proceeds on the Bonds to satisfythe private business tests of Section 141(b)of
the Code or the private loan financing test of Section 141(c)of the Code.

(c) The District covenants not to take any action or permit or suffer any
action to be taken if the result of the same would be to cause the Bonds to be “federally
guaranteed”within the meaning of Section 149(b)of the Code.

Maintenance and Operation of the Enterprise

The District will maintain and preserve the Enterprise in good repair and working order
at all times and will operate the Enterprise in an efficient and economical manner and will pay
all Maintenance and Operation Costs of the Enterprise as theybecome due and payable.

Payment of Claims

The District will pay and discharge any and all lawful claims for labor,materials or
supplies which,if unpaid,might become a lien on the Net Revenues or anypart thereof or on
anyfunds in the control of the District or the Trustee prior or superior to the lien of the Bonds or
which might impair the security of the Bonds;provided the District shall not be obligated to
make suchpayment so long as the District contracts suchpayment in good faith.

Compliance with Contracts

The District will comply with,keep,observe and perform all agreements,conditions,
covenants and terms,expressed or implied,required to be performed by it contained in all
contracts for the use of the Enterprise and all other contracts affecting or involving the
Enterprise to the extent that the District is a party thereto,including,without limitation,Parity
Obligations.

Insurance

The District will procure and maintain insurance on the Enterprise with commercial
insurers or through participation in a joint powers insurance authority,in such amounts,with
such deductibles and against such risks (including accident to or destruction of the Enterprise)
as are usuallyinsurable in connection withsimilar enterprises.In the event of anydamage to or
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destruction of the Enterprise caused bythe perils covered bysuch insurance,the proceeds of
such insurance shall be applied to the repair,reconstruction or replacement of the damaged or
destroyed portion of the Enterprise. The District shall cause such repair,reconstruction or
replacement to begin promptly after such damage or destruction shall occur and to continue
and to be properlycompleted as expeditiouslyas possible,and shall payout of the proceeds of
such insurance all costs and expenses in connection with such repair,reconstruction or
replacement so that the same shall be completed and the Enterprise shall be free and clear of
all liens and claims. If the proceeds received byreason of anysuchloss shall exceed the costs
of such repair,reconstruction or replacement,the excess shall be applied to the redemption of
Bonds. Alternatively,if the proceeds of such insurance are sufficient to enable the District to
retire all outstanding Parity Obligations and the Bonds and all other amounts due hereunder
and under the Indenture,the District may elect not to repair,reconstruct or replace the
damaged or destroyed portion of the Enterprise,and thereupon suchproceeds shall be applied
to the redemption of Bonds and to the payment of all other amounts due hereunder,and as
otherwise required bythe documents pursuant to whichsuchParityObligations were issued.

In lieu of obtaining insurance coverage as required by the Indenture,such coverage
maybe maintained bythe District in the form of self-insurance so long as the District certifies to
the Trustee that (a)the District has segregated amounts in a special insurance reserve meeting
the requirements of the Indenture;(b)an Insurance Consultant certifies annually,on or before
January1 of each year in which self-insurance is maintained,in writing to the Trustee that the
District’s general insurance reserves are actuarially sound and are adequate to provide the
necessarycoverage and the Trustee mayconclusivelyrelythereon;and (c)such reserves are
held in a separate trust fund byan independent trustee.

Books and Accounts; Financial Statements

The District will keep proper books of record and accounts of the Enterprise,separate
from all other records and accounts of the District,in which complete and correct entries shall
be made of all transactions relating to the Enterprise. Suchbooks of record and accounts shall
at all times during business hours be subject to the inspection of the Trustee or of the Owners
of not less than ten percent (10% )of the principal amount of the Bonds then Outstanding or
their representatives authorized in writing. District will prepare annually not more than two
hundred seventy(270)days after the close of each Fiscal Year a summarystatement showing
the amount of the Revenues and the disbursements from the Revenues,and the Maintenance
and Operation Costs,in reasonable detail, for the preceding Fiscal Year,and a general
statement of the financial and physical condition of the Enterprise. The District will furnish a
copyof suchsummarystatement to the Trustee and anyOwner upon request.

Payment of Taxes and Compliance with Governmental Regulations

The District will pay and discharge all taxes,assessments and other governmental
charges,if any,which may hereafter be lawfully imposed upon the Enterprise or any part
thereof or upon the Net Revenues when the same shall become due. The District will duly
observe and conform with all valid regulations and requirements of anygovernmental authority
relative to the operation of the Enterprise or any part thereof,but the District shall not be
required to make suchpayments,or to complywithanyregulations or requirements,so long as
the payment or validityor application thereof shall be contested in good faith.
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Operation of Enterprise

The District will, so long as the Bonds are Outstanding, continue to operate the
Enterprise and shall have in effect at all times,except as otherwise provided bylaw,rules and
regulations requiring all users of the Enterprise provided bythe District that is provided or made
available to pay the rates,fees and charges applicable to the Enterprise provided or made
available to such users, and providing for the billing thereof and for a due date and a
delinquencydate for eachbill. In eachcase where suchbill remains unpaid in whole or in part
after suchbill becomes delinquent,the District,in accordance withlaw,mayrefuse to provide or
make available the services provided by the Enterprise to such premises until all delinquent
rates,fees and charges and penalties have been paid in full. Except in connection with the
receipt of federal or State funding,or as required bylaw or as a condition to the acquisition or
operation of the Enterprise,the District will not permit anypart of the Enterprise,or anyfacility
thereof,to be used,or taken advantage of,free of charge byanyperson,firm or corporation,or
byanypublic agency(including the United States of America,the State of California and any
public corporation,political subdivision,city,county,district or agencyof anythereof),excepting
onlythat the District maywithout charge use the services and facilities of the Enterprise.

Eminent Domain Proceeds

Any amounts received as awards as a result of the taking of all or any part of the
Enterprise bythe lawful exercise of eminent domain,at the election of the District (evidenced by
a W ritten Certificate of the District filed with the Trustee)shall either (a)be used for the
acquisition or construction of improvements and extension of the Enterprise,or (b)be paid to
the Trustee to be applied to redeem the Bonds or any ParityObligations,in accordance with
written instructions of the District filed withthe Trustee.

Rebate of Excess Investment Earnings to United States

The District shall calculate or cause to be calculated,and shall provide,or cause to be
provided,written notice to the Trustee of the excess investment earnings (as defined in the
Code,“Excess Investment Earnings”)at such times and in such manner as may be required
pursuant to the Code.The District shall inform the Trustee how frequentlycalculations are to be
made,and shall ensure that a copy of all such calculations is given promptly to the Trustee.
The District agrees to deposit with the Trustee, promptly upon the receipt of any such
calculations,the amount of Excess Investment Earnings so calculated. The Trustee shall
deposit all amounts paid to it for suchpurpose bythe District in the Rebate Fund,and shall pay
to the United States of America from the amounts on deposit in the Rebate Fund suchamounts
as shall be identified pursuant to written notice filed with the Trustee by the District for such
purpose from time to time.

Events of Default and Events of Mandatory Acceleration; Acceleration of Maturities

If one or more of the following Events of Default shall happen:

(a) default shall be made in the due and punctual payment by the District of any
Debt Service Payment when and as the same shall become due and payable;

(b) default shall be made by the District in the performance of any of the
agreements or covenants contained in the Indenture required to be performed byit,and such
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default shall have continued for a period of sixty (60)days after the District shall have been
given notice in writing of suchdefault bythe Trustee;

(c) the District shall file a petition seeking arrangement or reorganization under
federal bankruptcylaws or anyother applicable law of the United States of America or anystate
therein,or if a court of competent jurisdiction shall approve a petition filed with the consent of
the District seeking arrangement or reorganization under the federal bankruptcy laws or any
other applicable law of the United States of America or any state therein,or if under the
provisions of any other law for the relief or aid of debtors any court of competent jurisdiction
shall assume custody or control of the District or of the whole or any substantial part of its
property;or

(d) an event of default shall have occurred withrespect to anyParityObligations;

If an Event of Default shall occur, then, and in each and every such case during the
continuance of such Event of Default,the Trustee may,subject to the provisions of the
Indenture,exercise any remedies available to the Trustee and the Bondowners in law or at
equity.

Upon the occurrence of an Event of Default under the Indenture,the Trustee may
declare the principal and interest with respect to all such Bonds immediatelydue and payable
and such principal and interest shall thereupon be due and payable immediately. The Trustee
shall apply amounts on deposit in the funds and accounts in accordance with the Indenture.
This provision,however,is subject to the condition that,except with respect to an Event of
Default under subsection (c)above,if at anytime after such Outstanding principal amount of
the Bonds and the accrued interest thereon shall have been so declared due and payable and
before the acceleration date or the date of any judgment or decree for the payment of the
money due shall have been obtained or entered,the District shall deposit with the Trustee a
sum sufficient to paysuchamount due prior to suchdate and the accrued interest thereon,with
interest on such overdue payments at the rate on such Bonds,and the reasonable fees and
expenses of the Trustee,including those of its attorneys,and anyand all other defaults known
to the District (other than in the payment of suchprincipal amount of the Bonds and the accrued
interest thereon due and payable solelybyreason of such declaration)shall have been made
good or cured to the satisfaction of the Trustee or provision deemed by the Trustee to be
adequate shall have been made therefor,then and in everysuch case the Trustee,bywritten
notice to the District,may rescind and annul such declaration and its consequences;but no
such rescission and annulment shall extend to or shall affect anysubsequent default or shall
impair or exhaust anyright or power consequent thereon.

Other Remedies of the Trustee

The Trustee may(subject to the receipt of indemnityas provided in the Indenture):

(a) bymandamus or other action or proceeding or suit at law or in equityenforce its
rights against the District,or anyboard member,officer or employee thereof,and compel the
District or anysuchboard member,officer or employee to perform and carryout its or his or her
duties under applicable law and the agreements and covenants contained in the Indenture
required to be performed byit or him;

(b) bysuit in equityenjoin anyacts or things whichare unlawful or violate the rights
of the Trustee or the Bondowners under the Indenture;
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(c) intervene in judicial proceedings that affect the Bonds or the securitytherefor or
under the Indenture;or

(d) bysuit in equityupon the happening of an Event of Default require the District
and its officers and employees to account as the trustee of an express trust.

Non-Waiver

A waiver of anydefault or breachof dutyor contract bythe Trustee or the Owners shall
not affect anysubsequent default or breachof dutyor contract or impair anyrights or remedies
on any such subsequent default or breach of duty or contract. No delay or omission by the
Trustee or the Owners to exercise anyright or remedyaccruing upon anydefault or breach of
duty or contract shall impair any such right or shall be construed to be a waiver of any such
default or breach of duty or contract or an acquiescence therein,and every right or remedy
conferred upon the Trustee or the Owners may be enforced and exercised from time to time
and as often as shall be deemed expedient bythe Trustee. If anyaction,proceeding or suit to
enforce any right or to exercise any remedy is abandoned or determined adversely to the
Trustee or the Owners,the Trustee,the Owners and the District shall be restored to their
former positions,rights and remedies as if suchaction,proceeding or suit had not been brought
or taken.

Remedies Not Exclusive

No remedyin the Indenture conferred upon or reserved to the Trustee is intended to be
exclusive of any other remedy,and each such remedy shall be cumulative and shall be in
addition to everyother remedygiven under the Indenture or now or hereafter existing in law or
in equityor bystatute or otherwise and maybe exercised without exhausting and without regard
to anyother remedyconferred byanyother law.

No Liability by the Trustee to the Owners

Except for the dutyof the Trustee to make payments of principal,redemption premiums
and interest with respect to the Bonds from moneys received from the District,the Trustee will
not have anyobligation or liabilityto the Owners with respect to the payment when due of the
Debt Service Payments bythe District,or withrespect to the performance bythe District of the
other agreements and covenants required to be performed byit contained in the Indenture.

Limitation on Owners’ Right to Bring Suit

No Owner of any Bond shall have any right to institute any proceeding,judicial or
otherwise,under or withrespect to the Indenture,or for the appointment of a receiver or trustee
or for anyother remedyunder the Indenture,at law or in equity,unless:

(1) such Owner has previously given written notice to the Trustee of a
continuing Event of Default;

(2) the owners of not less than a majority in principal amount of the Bonds
Outstanding shall have made written request to the Trustee to institute proceedings in
respect of suchEvent of Default in its own name as Trustee under the Indenture;
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(3) suchOwner or Owners have offered to the Trustee reasonable indemnity,
satisfactoryto the Trustee,against the costs,expenses and liabilities to be incurred in
compliance withsuchrequest;and

(4) the Trustee for sixty(60)days after its receipt of suchnotice,request and
offer of indemnityhas failed to institute anysuchproceeding.

It being understood and intended that no one or more Owners shall have any right in
any manner whatever by virtue of,or by availing of,any provision of the Indenture to affect,
disturbor prejudice the lien of the Indenture or the rights of anyother Owners or to obtain or to
seek to obtain priorityor preference over anyother Owners or to enforce anyright under the
Indenture,except in the manner in the Indenture provided and for the equal and ratable benefit
of all Bonds and Parity Obligations. Notwithstanding the foregoing,the Owner of any Bond
shall have the right which is absolute and unconditional to receive payment of interest on such
Bond when due in accordance with the terms thereof and of the Indenture and the principal of
such Bond at the stated maturitythereof and to institute suit for the enforcement of anysuch
payment in accordance with the provisions of the Indenture and such rights shall not be
impaired without the consent of suchOwner.

Application of Funds Upon Default

All monies received by the Trustee or by any receiver pursuant to any right given or
action taken shall,after payment of the reasonable costs and fees of,and the reasonable fees,
expenses,liabilities and advances incurred or made bythe Trustee,be deposited in the Debt
Service Account and all moneys so deposited during the continuance of an Event of Default
(other than moneys for the payment of Bonds which have previously matured or otherwise
become payable prior to such Event of Default or for the payment of interest due prior to such
Event of Default),together withall moneys in the funds and accounts maintained bythe Trustee
under Article IIIof the Indenture,shall be applied as follows:

(a) Unless the principal of all Bonds shall have become or shall have been declared
due and payable,all suchmoneys shall be applied:

First:To the payment to the persons entitled thereto of all installments of
interest then due on the Bonds and any Parity Obligations,with interest on overdue
installments,if lawful,at the rate per annum borne by the Bonds,in the order of the
maturity of the installments of such interest,and,if the amount available shall not be
sufficient to payin full anyparticular installment of interest,then to the payment ratably
according to the amounts due on such installment,to the persons entitled thereto
without anydiscrimination or privilege;and

Second:To the payment to the persons entitled thereto of the unpaid principal
of anyof the Bonds and anyParityObligations whichshall have become due (other than
Bonds called for redemption for the payment of which moneys are held pursuant to the
provisions of the Indenture),withinterest on suchBonds at their rate from the respective
dates upon which theybecame due,in the order of their due dates,and,if the amount
available shall not be sufficient to payin full Bonds and anyParityObligations due on
anyparticular date,together with such interest,then to the payment ratably,according
to the amount of principal and interest due on suchdate,to the persons entitled thereto
without anydiscrimination or privilege.
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(b) If the principal of all the Bonds shall have become due or shall have been
declared due and payable,all such moneys shall be applied to the payment of the
principal and interest then due and unpaid upon the Bonds and anyParityObligations,
with interest on overdue interest and principal,as aforesaid,without preference or
priorityover interest or of interest over principal or of anyinstallment of interest over any
other installment of interest,or of any Bonds over any other Bonds or any Parity
Obligations,ratably,according to the amounts due respectivelyfor principal and interest,
to the persons entitled thereto without anydiscrimination or privilege.

Rights of the Owners of Parity Obligations

Notwithstanding anything to the contrary,it is acknowledged and agreed that the rights
of the Trustee and the Owners under the Indenture in and to the Net Revenues and the
Enterprise shall be exercised on a parityand proportionate basis withthe rights of the owners of
anyParityObligations and anyfiduciaryacting for the benefit of suchowners.

The Trustee

The District,in its sole discretion,or the Owners of a majority in aggregate principal
amount of all Bonds Outstanding may,by thirty (30)days prior written request,remove the
Trustee initiallya partyhereto,and anysuccessor thereto,and in suchevent,or in the event the
Trustee resigns,the District shall appoint a successor Trustee,but anysuchsuccessor shall be
a bank,national banking association or trust company in good standing doing business and
having an office in Los Angeles or San Francisco,California,having (or if such bank,national
banking association or trust companyis a member of a bankholding companysystem,its bank
holding companyshall have)a combined capital (exclusive of borrowed capital)and surplus of
at least FiftyMillion Dollars ($50,000,000)and subject to supervision or examination byfederal
or state authority. The Trustee mayat anytime resign bygiving written notice to the District
and by giving to the Bond Owners notice by mailing a notice of such resignation to their
addresses appearing in the Bond Register. Upon receiving anysuch notice of resignation,the
District shall promptly appoint a successor Trustee by an instrument in writing;provided,
however,that in the event that the District does not appoint a successor Trustee within thirty
(30)days following receipt of such notice of resignation,the resigning Trustee maypetition at
the expense of the District an appropriate court having jurisdiction to appoint a successor
Trustee or to resign.

W henever in the administration of its duties under the Indenture,the Trustee shall deem
it necessaryor desirable that a matter be proved or established prior to taking or suffering any
action under the Indenture,suchmatter (unless other evidence in respect thereof be specifically
prescribed in the Indenture)may,in the absence of negligence or willful misconduct on the part
of the Trustee,be deemed to be conclusively proved and established by the certificate of an
Authorized Officer of the District and suchcertificate shall be full warrantyto the Trustee for any
action taken or suffered under the provisions of the Indenture upon the faith thereof,but in its
discretion the Trustee may,in lieu thereof (but shall not be obligated to),accept other evidence
of suchmatter.

The Trustee mayin good faith buy,sell,own,hold and deal in anyof the Bonds issued
pursuant to the Indenture,and mayjoin in anyaction whichanyOwner maybe entitled to take
withlike effect as if the Trustee were not a partyto the Indenture.The Trustee and its affiliates,
either as sponsor,advisor,principal or agent,may also engage in or be interested in any
financial or other transaction with the District,and mayact as depository,trustee,or agent for
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anycommittee or bodyof Owners of Bonds or other obligations of the District as freelyas if it
were not Trustee under the Indenture.

The Trustee mayexecute anyof the trusts or powers of the Indenture and perform the
duties required of it under the Indenture byor throughattorneys,agents,or receivers,and shall
be entitled to advice of counsel concerning all matters of trust and its dutyunder the Indenture.
The Trustee shall be fully reimbursed by the District for reasonable expenses incurred in
connection withthe performance of its obligations under the Indenture.Upon anydefault by,or
misconduct of,anyagent,attorneyor receiver appointed bythe Trustee,the Trustee shall fully
pursue all remedies available to it against suchattorney,agent or receiver,and the proceeds of
the exercise of such remedies shall be used to reimburse the District for anyloss it mayhave
suffered as a result of the default or misconduct of such agent,attorney or receiver. Before
taking any remedial action under the Indenture the Trustee may require that a satisfactory
indemnity bond or other indemnity satisfactory to the Trustee be furnished for the
reimbursement of all reasonable expenses to which it maybe put and to protect it against all
liabilitywhichmaybe incurred in connection withthe taking of suchaction,except liabilitywhich
is adjudicated to have resulted from its negligence or willful misconduct;provided,however,the
Trustee shall not seeksuchindemnityprior to making payments on the Bonds.

The Trustee,prior to the occurrence of an Event of Default,and after the curing or
waiving of all Events of Default which may have occurred,undertakes to perform only such
duties as are specificallyset forth in the Indenture. The Trustee shall,during the existence of
any Event of Default (which has not been cured or waived),exercise such of the rights and
powers vested in it by the Indenture,and use the same degree of care and skill in their
exercise,as a reasonable person would exercise or use in the conduct of such person’s own
affairs. The Trustee shall not be deemed to have knowledge of an Event of Default (except in
connection with a failure of the District to make Debt Service Payments when due)until a
Responsible Officer has actual knowledge thereof,or until notified in writing of such Event of
Default. No provision of the Indenture or anyother document related hereto shall require the
Trustee to risk or advance its own funds or otherwise incur any financial liability in the
performance of its duties or the exercise of its rights under the Indenture.The Trustee shall not
be liable for anyaction taken or not taken byit in accordance withthe direction of a majority(or
other percentage provided for in the Indenture) in aggregate principal amount of Bonds
outstanding relating to the exercise of anyright,power or remedyavailable to the Trustee.

The Trustee shall not be liable to the parties or deemed in breach or default under the
Indenture if and to the extent its performance under the Indenture is prevented by reason of
force majeure.The term “force majeure”means an occurrence that is beyond the control of the
Trustee and could not have been avoided byexercising due care. Force majeure shall include
but not be limited to acts of God,terrorism,war,riots,strikes,fire,floods,earthquakes,
epidemics or other similar occurrences.

The Trustee shall not be liable in connection withthe performance of its duties under the
Indenture,except for its own negligence or willful misconduct.

Amendment or Supplement by Consent of Owners

The Indenture may be amended in writing by agreement between the District and the
Trustee,but no such amendment or supplement shall (i)reduce the rate of interest evidenced
bythe Bonds or extend the time of payment of such interest or reduce the amount of principal
thereof or extend the Maturity Date thereof without the prior written consent of the Owner
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thereof,or (ii)reduce the percentage of Owners of Bonds whose consent is required for the
execution of any amendment of or supplement to the Indenture,or (iii)modify any rights or
obligations of the Trustee without its prior written consent thereto.

The Indenture and the rights and obligations of the District,of the Trustee and the
Owners of the Bonds mayalso be modified or amended from time to time and at anytime bya
Supplemental Indenture which the District and the Trustee may enter into,but without the
consent of any Bond Owners,if the provisions of such Supplemental Indenture shall not
materially adversely affect the interests of the Owners of the Bonds, including, without
limitation,for anyone or more of the following purposes:

(a) to add to the covenants and agreements of the District other covenants
and agreements thereafter to be observed,to pledge or assign additional securityfor the Bonds
(or any portion thereof),or to surrender any right or power in the Indenture reserved to or
conferred upon the District;

(b) to make such provisions for the purpose of curing any ambiguity,
inconsistency or omission,or of curing or correcting any defective provision,contained in the
Indenture,or in regard to matters or questions arising under the Indenture,as the District may
deem necessaryor desirable;

(c) to modify,amend or supplement the Indenture in such manner as to
permit the qualification of the Indenture under the Trust Indenture Act of 1939,as amended,or
any similar federal statute hereafter in effect,and to add such other terms,conditions and
provisions as maybe permitted bysaid act or similar federal statute;

(d) to make such additions,as may be necessary or desirable to assure
exemption from federal income taxation of interest on the Bonds;or

(e) to authorize the issuance of ParityObligations.

Defeasance

AnyOutstanding Bonds shall be paid and discharged in anyone or more of the following
ways:

(a) by paying or causing to be paid the principal of and interest on such Bonds
Outstanding,as and when the same become due and payable;

(b) bydepositing with the Trustee,in trust,before maturity,moneywhich,together
withthe amounts whichare then on deposit in the Payment Fund and available therefor,is fully
sufficient to paysuchBonds,including all principal and interest;or

(c) by depositing with the Trustee under an escrow deposit and trust agreement,
cash,non-callable Federal Securities or pre-refunded non-callable municipal obligations rated
“AAA” or “Aaa” by S&P and Moody’s, respectively (or any combination thereof) (the
“Defeasance Obligations”)in suchamount as an Independent Certified Public Accountant shall
determine will,together with the interest to accrue thereon and moneys then on deposit (or a
pro rata share thereof)in the Payment Fund available therefor,together with the interest to
accrue thereon,be fullysufficient to payand discharge such Bonds (including all principal and
interest)at or before their respective maturitydates.
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Notwithstanding that some Bonds may not have been surrendered for payment,all
obligations of the District and the Trustee under the Indenture with respect to such defeased
Bonds shall cease and terminate,except onlythe obligation of the Trustee to payor cause to
be paid to the Owners of suchBonds all sums due thereon.

Unclaimed Moneys

Anything contained in the Indenture to the contrarynotwithstanding,anymoneyheld by
the Trustee in trust for the payment and discharge of the interest or principal of the Bonds
which remains unclaimed for the lesser of the period ending one day prior to the date such
moneywould escheat to the State or two (2)years after the date when the payments evidenced
and represented bysuchBonds have become payable,if suchmoneywas held bythe Trustee
at suchdate,or for the lesser of the period ending one dayprior to the date suchmoneywould
escheat to the State or two (2)years after the date of deposit of such moneyif deposited with
the Trustee after the date when the interest and principal evidenced and represented bysuch
Bonds have become payable,the Trustee shall paysuchamounts to the District as its absolute
property free from trust,and the Trustee shall thereupon be released and discharged with
respect thereto and the Owners shall look only to the District for interest and principal
represented bysuchBonds.

Benefits of Indenture Limited to Parties

Nothing contained in the Indenture,expressed or implied,is intended to give to any
person other than the District,the Trustee and the Owners anyclaim,remedyor right under or
pursuant hereto,and any agreement,condition,covenant or term contained in the Indenture
required to be observed or performed byor on behalf of the District shall be for the sole and
exclusive benefit of the Trustee and the Owners.

Waiver of Personal Liability

No board member,officer or employee of the District shall be individuallyor personally
liable for the payment of the interest or principal the Bonds,but nothing contained in the
Indenture shall relieve any board member, officer or employee of the District from the
performance of any official duty provided by any applicable provisions of law or by the
Indenture.

Investments

Amounts on deposit in anyfund or account created pursuant to the Indenture shall be
invested in Permitted Investments which will,as nearlyas practicable,mature on or before the
dates when such moneyis anticipated to be needed for disbursement under the Indenture,in
accordance with such written directions as the District may from time to time provide to the
Trustee. The Trustee and anyaffiliates mayact as sponsor,advisor,principal or agent in the
acquisition or disposition of anysuchinvestment.The Trustee shall not be liable or responsible
for anyloss suffered in connection withanysuchinvestment made byit under.Interest or profit
received on such investments shall be deposited to the Payment fund. In computing the
amount in any fund or account,Permitted Investments shall be valued at market value,
exclusive of accrued interest. Except for investment agreements and repurchase agreements,
if at any time after investment therein a Permitted Investment ceases to meet the criteria set
forth in the definition of Permitted Investments and suchobligation,aggregated withother non-
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conforming investments, exceeds ten percent (10% ) of invested funds, such Permitted
Investment shall be sold or liquidated.

California Law

The Indenture shall be construed and governed in accordance withthe laws of the State
of California.

Payments Due on Days that are not Business Days

In anycase where the date fixed for payment of principal or interest on the Bonds or the
date fixed for redemption of Bonds shall not be a Business Day,then payment of suchprincipal
or interest or redemption price shall be made on the next succeeding Business Day,with the
same force and effect as if made on such non-Business Dayand no interest shall accrue on
suchamounts from and after suchnon-Business Day.
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ROWLAND WATER DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS
(CONTINUED)

June 30, 2013

CAPITAL ASSETS AND DEBT ADMINISTRATION (CONTINUED)

DEBT ADMINISTRATION

At the end of fiscal year 2013, the District had noncurrent liabilities totaling $20,684,189 as shown in
Table 5.

TABLE 5
Noncurrent Liabilities

Fiscal Fiscal Fiscal

Year Year Dollar Year Dollar

2013 2012 Change 2011 Change

Certificates of Participation, net 19,258,668$ 19,552,583$ (293,915)$ 19,831,498$ (278,915)$

Installment Purchase Contract

payable, net 21,379,857 - 21,379,857 - -

Compensated absences 323,778 321,351 2,427 337,858 (16,507)

Accrued net OPEB obligation 773,320 810,255 (36,935) 504,605 305,650

41,735,623$ 20,684,189$ 21,051,434$ 20,673,961$ 10,228$

The District currently has four sources of Noncurrent Liabilities in 2013. The Certificates of
Participation (COP) issued in January 2009 were used for the expansion of the District’s Recycled
Water System. The goal is to lower the dependence on import water by producing recycled water at a
lower cost. Recycled water can be used for irrigation at school, parks, industrial buildings, etc. In
November 2012, the District entered into an installment purchase contract with Puente Basin Water
Agency in order to finance the acquisition of certain water system improvements. The liability is
payable over the next thirty years. The increase in compensated absences is attributed to more sick and
vacation time being due to current employees. Compensated absences are District liabilities for
accrued unpaid sick and vacation time. These liabilities would have to be paid at the employee’s
retirement or separation from service. Net OPEB obligations refer to Other Post Employment Benefits
that would be owed to employees upon retirement. The Net OPEB obligation is the difference
between the actuarially-determined annual required contribution and the actual contributions made.
The District currently funds these expenses on a pay-as-you-go basis, but is funding a GASB 45 trust
to help offset the future cost of Other Post Employment Benefits.

Additional information on the District’s noncurrent liabilities can be found in Notes 7 - 9 and 12 of the
notes to basic financial statements.









2013 2012
ASSETS:

CURRENT ASSETS:
Cash and cash equivalents 2,150,166$ 814,890$
Investments 14,313,673 14,949,372
Accounts receivable, net of allowance for doubtful

accounts of $30,000 for 2013 and 2012 2,809,546 2,465,670
Interest receivable 48,339 56,456
Supply inventories 139,378 143,595
Water in storage 2,475,537 1,355,537
Prepaid expenses 49,364 46,906

TOTAL CURRENT ASSETS 21,986,003 19,832,426

RESTRICTED ASSETS:
Cash and cash equivalents 18,000,029 2,115,794
Investments 2,622,420 -

TOTAL RESTRICTED ASSETS 20,622,449 2,115,794

CAPITAL ASSETS:
Capital assets, not being depreciated 1,282,386 3,369,972
Capital assets, being depreciated 83,047,315 80,263,809
Less accumulated depreciation (24,147,246) (21,935,749)

TOTAL CAPITAL ASSETS, NET 60,182,455 61,698,032

OTHER NONCURRENT ASSETS:
Other receivable 806,236 -
Investment in joint ventures 2,693,215 2,281,415

TOTAL OTHER NONCURRENT ASSETS 3,499,451 2,281,415

TOTAL ASSETS 106,290,358 85,927,667

(Continued)

See independent auditors' report and notes to basic financial statements.

- 18 -

ROWLAND WATER DISTRICT

STATEMENTS OF NET POSITION

June 30, 2013 and 2012



2013 2012
LIABILITIES:

CURRENT LIABILITIES (PAYABLE FROM
UNRESTRICTED ASSETS):

Accounts payable 2,945,521$ 1,915,569$
Interest payable 163,178 98,821
Current portion of certificates of participation 315,000 300,000
Current portion of installment purchase contract payable 380,000 -

3,803,699 2,314,390

CURRENT LIABILITIES (PAYABLE FROM
RESTRICTED ASSETS):

Refundable customer deposits 176,465 159,409
Unearned Construction advances 139,226 431,697

315,691 591,106

TOTAL CURRENT LIABILITIES 4,119,390 2,905,496

NONCURRENT LIABILITIES:
Compensated absences 323,778 321,351
Accrued net OPEB obligation 773,320 810,255
Certificates of participation 19,258,668 19,552,583
Less: current portion (315,000) (300,000)
Installment purchase contract payable 21,379,857 -
Less: current portion (380,000) -

TOTAL NONCURRENT LIABILITIES 41,040,623 20,384,189

TOTAL LIABILITIES 45,160,013 23,289,685

NET POSITION:
Net investment in capital assets 40,923,787 42,145,449
Restricted for debt service 2,638,352 1,524,688
Unrestricted 17,568,206 18,967,845

TOTAL NET POSITION 61,130,345$ 62,637,982$

See independent auditors' report and notes to basic financial statements.
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ROWLAND WATER DISTRICT

STATEMENTS OF NET POSITION
(CONTINUED)

June 30, 2013 and 2012
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS

BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

The Board of Directors
Rowland Water District
Rowland Heights, California

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of Rowland Water
District (the District) as of and for the year ended June 30, 2013, and the related notes to the basic
financial statements, which collectively comprise the District’s basic financial statements, and have
issued our report thereon dated November 12, 2013.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the District’s internal
control over financial reporting (internal control) to determine the audit procedures that are appropriate
in the circumstances for the purpose of expressing our opinion on the financial statements, but not for
the purpose of expressing an opinion on the effectiveness of the District’s internal control.
Accordingly, we do not express an opinion on the effectiveness of the District’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a
material misstatement of the District’s financial statements will not be prevented, or detected and
corrected on a timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in
internal control that is less severe than a material weakness, yet important enough to merit attention by
those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies and therefore, material weaknesses or significant deficiencies
may exist that were not identified. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weakness. However, material
weaknesses may exist that have not been identified. We did identify a certain deficiency in internal
control, described in the next paragraph, that we consider to be a significant deficiency.
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Internal Control Over Financial Reporting (Continued)

Construction-in-Progress

We noted that project costs related to master plans, alternative water supply feasibility studies, and
customer development are still being capitalized in the construction-in-progress account. These project
types do not meet the preconditions for capitalization. A cost should be capitalized only if it is directly
identifiable with a specific capital asset and only if it is incurred after the acquisition of the related
capital asset has come to be considered probable. We recommend that management review and modify
its controls over asset capitalization to ensure that these preconditions are met before including the
project costs in the construction-in-progress account.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the District’s financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit, and accordingly, we do not express
such an opinion. The results of our tests disclosed no instances of noncompliance or other matters that
are required to be reported under Government Auditing Standards.

Purpose of This Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
District’s internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the District’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

Irvine, California
November 12, 2013
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APPENDIX C

FORM OF BOND COUNSEL OPINION

[Addressees]

Re: $_________ Rowland Water District Water Revenue Refunding
Bonds, Series 2014A

Ladies and Gentlemen:

W e have acted as Bond Counsel to the Rowland W ater District (the “District”) in
connection with the sale,execution and deliveryof $________ aggregate principal amount of
the District’s W ater Revenue Refunding Bonds,Series 2014A (the “Bonds”). The Bonds are
being issued pursuant to the Constitution and laws of the State of California (the “State”),
including the provisions of Articles 10 and 11, Chapter 3, Part 1, Division 2, Title 5
(commencing with Section 53570)of the California Government Code,as amended (the “Bond
Law”),and an Indenture of Trust,dated as of September 1,2014(the “Indenture”)between the
District and The Bankof New YorkMellon Trust Company,N.A.(the “Trustee”). The proceeds
of the Bonds are being used to refinance certain outstanding obligations of the District. The
District is obligated under the Indenture to payprincipal of and interest on the Bonds solelyfrom
Net Revenue. All capitalized terms used herein and not otherwise defined shall have the same
meanings assigned to them in the Indenture.

As Bond Counsel we have examined copies certified to us as being true and complete
copies of the proceedings of the District and in connection withthe authorization and sale of the
Bonds. In this connection,we have also examined such other documents,opinions and
instruments as we have deemed necessary in order to render the opinions expressed herein.
In such examination, we have assumed the genuineness of all signatures on original
documents (other than signatures of the District)and the conformityto the original documents
of all copies submitted to us. W e have also assumed the due execution and delivery of all
documents (other than with respect to the District) which we have examined where due
execution and delivery are a prerequisite to the effectiveness thereof. As to the various
questions of fact material to our opinion,we have relied upon statements or certificates of
officers and representatives of the District,public officials and others.

On the basis of the foregoing examination and assumptions and in reliance thereon and
on all such other matters of fact as we deemed relevant under the circumstances,and upon
consideration of the applicable law,we are of the opinion that:

1. The Indenture has been dulyadopted bythe District and constitutes the
valid and binding obligation of the District enforceable against the District in accordance withits
terms. The Indenture creates a valid lien on and pledge of the Net Revenues and other funds
pledged therebyfor the securityof the Bonds,in accordance withthe terms of the Indenture,on
a paritybasis withall additional parityobligations issued pursuant to the Indenture.

2. The Bonds have been duly authorized,issued and delivered by the
District and are valid and binding special obligations of the District,payable solely from the
sources provided therefor in the Indenture.
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3. The obligation of the District to make payments on the Bonds does not
constitute a debt of the District,or of the State of California or of any political subdivision
thereof,within the meaning of anyconstitutional or statutorydebt limit or restriction,and does
not constitute an obligation for which the District is obligated to levy or pledge any form of
taxation or for whichthe District has levied or pledged anyform of taxation.

4. Interest received bythe owners of the Bonds is excludable under existing
statutes,regulations,rulings and court decisions,from gross income for Federal income tax
purposes pursuant to Section 103(a)of the Internal Revenue Code of 1986,as amended (the
“Code”). Interest on the Bonds is not a specific preference item for purposes of the federal
individual or corporate alternative minimum taxes,although Bond Counsel observes that the
interest is included in adjusted current earnings in calculating corporate alternative minimum
taxable income. Interest received bythe owners of the Bonds is exempt from personal income
taxes of the State of California under present law.

In rendering the opinions expressed in paragraph 4 above, we are relying upon
representations and covenants of the District in the Indenture and in the TaxCertificate of the
District,dated as of the date hereof,concerning the use of the facilities refinanced with Bond
proceeds,the investment and use of Bond proceeds and the rebate,if any,to the federal
government of certain earnings thereon. In addition, we have assumed that all such
representations are true and correct and that the District will complywith such covenants. W e
express no opinion with respect to the exclusion of the interest from gross income under
Section 103(a)of the Code in the event that anysuchrepresentations are untrue or the District
fails to complywithsuchcovenants. Except as stated above,we express no opinion as to any
federal taxconsequences of the receipt of interest on,or the ownership or disposition of,the
Bonds.

Certain agreements, requirements and procedures contained or referred to in the
Indenture,the Tax Certificate and other relevant documents may be changed,and certain
actions (including,without limitation,defeasance of the Bonds)maybe taken or omitted under
the circumstances and subject to the terms and conditions set forth in such documents. No
opinion is expressed herein as to any payment of interest on the Bonds if any such change
occurs or action is taken or omitted to be taken upon the advice or approval of counsel other
than ourselves.

Further,we note that the rights of the owners of the Bonds and the enforceabilityof the
Bonds or the Indenture maybe subject to bankruptcy,insolvency,reorganization,arrangement,
fraudulent conveyance,moratorium and other similar laws affecting creditors’rights,to the
application of equitable principles,to the exercise of judicial discretion in appropriate cases and
to the limitations on legal remedies against governmental entities in the State of California. W e
express no opinion with respect to any indemnification,contribution,choice of law,choice of
forum or waiver provisions contained in the foregoing documents. Finally,we undertake no
responsibility herein for the accuracy,completeness or fairness of the Official Statement or
other offering material relating to the Bonds and express no opinion withrespect thereto.

Respectfullysubmitted,

NOSSAMAN LLP
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APPENDIX D

FORM OF CONTINUING DISCLOSURE AGREEMENT

This Continuing Disclosure Agreement (the “Disclosure Agreement”), dated as of
September 1,2014,is executed and delivered by the Rowland W ater District (“District”)and
Urban Futures,Inc.(the “Dissemination Agent”),as dissemination agent in connection with the
execution and delivery of the above-entitled bonds (the “Bonds”). The Bonds are being
executed and delivered pursuant to an Indenture of Trust,dated as of September 1,2014 (the
“Indenture”)between the District and The Bankof New YorkMellon Trust Company,N.A.(the
“Trustee”).The District covenants and agrees as follows:

Section 1. Purpose of the Disclosure Agreement. This Disclosure Agreement is being
executed and delivered bythe District for the benefit of the Owners of the Bonds and in order to
assist the Participating Underwriters (as defined herein)in complying with S.E.C.Rule 15c2-
12(b)(5).

Section 2. Definitions. In addition to the definitions set forth in the Indenture,which
applyto anycapitalized term used in this Disclosure Agreement unless otherwise defined in this
Section,the following capitalized terms shall have the following meanings:

“Annual Report”shall mean any Annual Reports provided by the District pursuant to,
and as described in,Sections 3and 4of this Disclosure Agreement.

“Disclosure Representative” shall mean the General Manager or Assistant General
Manager of the District,or his or her designee,or suchother officer or employee as the District
shall designate in writing to the Dissemination Agent from time to time.

“Dissemination Agent” shall mean Urban Futures, Inc., acting in its capacity as
Dissemination Agent hereunder,or anysuccessor Dissemination Agent designated in writing by
the District and whichhas filed withthe District a written acceptance of suchdesignation.

“Fiscal Year”shall mean the twelve month period beginning on July1 of each year and
ending on June 30of suchyear.

“Listed Events”shall mean any of the events listed in Section 5(a)of this Disclosure
Agreement.

“MSRB”shall mean the Municipal Securities Rulemaking Board and any successor
entitydesignated under the Rule as the repositoryfor filings made pursuant to the Rule.

“Participating Underwriters”shall mean any of the original underwriters of the Bonds
required to complywiththe Rule in connection withthe offering of the Bonds.

“Repository”shall mean the MSRB.

“Rule” shall mean Rule 15c2-12(b)(5) adopted by the Securities and Exchange
Commission under the Securities Exchange Act of 1934,as the same maybe amended from
time to time.
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Section 3.Provision of Annual Reports.

(a) The District shall,or shall cause the Dissemination Agent to,annuallynot later
than two hundred seventy(270)days after the end of the District’s fiscal year,commencing with
the report for the fiscal year ending June 30,2014,provide to each Repository an Annual
Report which is consistent with the requirements of Section 4 of this Disclosure Agreement.
Not later than fifteen (15)Business Days prior to said date,the District shall provide the Annual
Report to the Dissemination Agent. In each case,the Annual Report maybe submitted as a
single document or as separate documents comprising a package,and may cross-reference
other information as provided in Section 4 of this Disclosure Agreement. The information
contained or incorporated in each Annual Report shall be for the Fiscal Year which ended on
the preceding June 30.The District shall provide a written certification witheachAnnual Report
furnished to the Dissemination Agent to the effect that such Annual Report constitutes the
Annual Report required to be furnished by it hereunder. The Dissemination Agent may
conclusively rely upon such certifications of the District and shall have no liability,duty or
obligation whatsoever to review any such Annual Report. Further,the Dissemination Agent
shall have no liabilityfor the contents of anysuchannual report.

(b) If the Dissemination Agent is unable to verify that an Annual Report has been
provided to the Repository by the date specified in subsection (a),the Dissemination Agent
shall send a notice to the MSRB,in substantiallythe form attached as Attachment A.

(c) The Dissemination Agent shall:

(i) determine each year prior to the Annual Report date the then-
applicable rules and electronic format prescribed by the MSRB for the filing of annual
continuing disclosure reports;and

(ii) provide notice to the District that the Annual Report has been
provided pursuant to this Disclosure Agreement,stating the date it was provided to the
MSRB.

Section 4. Content of Annual Reports. The District’s Annual Report shall contain or
incorporate byreference the most recent audited financial statements of the District prepared in
accordance with generally accepted accounting principles promulgated to apply to
governmental entities from time to time bythe Governmental Accounting Standards Board. If
the District’s audited financial statements are not available by the time the Annual Report is
required to be filed pursuant to Section 3(a),the Annual Report shall contain unaudited financial
statements in a format similar to the financial statements contained in the final Official
Statement,and the audited financial statements shall be filed in the same manner as the
Annual Report when theybecome available.In addition,commencing for the Annual Report for
Fiscal Year 2014/15,the Annual Report shall contain an annual updating of the following tables
and information contained in the Official Statement:

(i) Summaryof Operations for the Fiscal Year (Table 1);
(ii) Ten Largest Potable W ater Users (Table 6);
(iii) Summary of Changes in Rates and Charges from Prior Fiscal

Year;and
(iv) Projected Operating Results (for only the fiscal year of such

Annual Report)(Table 11).
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In addition to any of the information expressly required to be provided under this
Section,the District shall provide suchfurther information,if any,as maybe necessaryto make
the specifically required statements,in the light of the circumstances under which they are
made,not misleading.

Any or all of the items listed above may be incorporated by reference from other
documents,including official statements of debt issues of the District or related public entities,
which have been submitted to the MSRB or the Securities and Exchange Commission. If the
document incorporated byreference is a final official statement,it must be available from the
MSRB. The District shall clearly identify each such other document so incorporated by
reference.

Section 5.Reporting of Significant Events.

(a) The District shall give or cause to be given,notice of the occurrence of anyof the
following events withrespect to the Bonds not later than 10business days after the occurrence
of the event:

1. Principal and interest payment delinquencies;

2. Unscheduled draws on debt service reserves reflecting financial
difficulties;

3. Unscheduled draws on credit enhancements reflecting financial
difficulties;

4. Substitution of credit or liquidityproviders,or their failure to perform;

5. Issuance by the Internal Revenue Service of proposed or final
determination of taxabilityor of a Notice of Proposed Issue (IRS Form 5701TEB);

6. Tender offers;

7. Defeasances;

8. Rating changes;or

9. Bankruptcy,insolvency,receivership or similar event of the obligated
person.

For the purposes of the event identified in subparagraph (9),the event is considered to
occur when any of the following occur: the appointment of a receiver,fiscal agent or similar
officer for an obligated person in a proceeding under the U.S.BankruptcyCode or in anyother
proceeding under state or federal law in which a court or governmental authorityhas assumed
jurisdiction over substantially all of the assets or business of the obligated person,or if such
jurisdiction has been assumed by leaving the existing governmental body and officials or
officers in possession but subject to the supervision and orders of a court or governmental
authority, or the entry of an order confirming a plan of reorganization, arrangement or
liquidation by a court or governmental authority having supervision or jurisdiction over
substantiallyall of the assets or business of the obligated person.
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(b) The District shall give,or cause to be given,notice of the occurrence of anyof
the following events withrespect to the Bonds,if material,not later than ten business days after
the occurrence of the event:

1. Unless described in paragraph 5(a)(5),adverse tax opinions or other
material notices or determinations by the Internal Revenue Service with respect to the tax
status of the Bonds or other material events affecting the taxstatus of the Bonds;

2. Modifications to rights of Bond holders;

3. Optional,unscheduled or contingent Bond calls;

4. Release,substitution,or sale of property securing repayment of the
Bonds;

5. Non-payment related defaults;

6. The consummation of a merger,consolidation,or acquisition involving an
obligated person or the sale of all or substantiallyall of the assets of the obligated person,other
than in the ordinarycourse of business,the entryinto a definitive agreement to undertake such
an action or the termination of a definitive agreement relating to anysuch actions,other than
pursuant to its terms;or

7. Appointment of a successor or additional trustee or the change of name
of a trustee.

(c) The District shall give,or cause to be given,in a timely manner,notice of a
failure to provide the annual financial information on or before the date specified in Section 4,
as provided in Section 4(b).

(d) W henever the District obtains knowledge of the occurrence of a Listed Event
described Section 5(b),the District shall determine if such event would be material under
applicable federal securities laws.

(e) If the District learns of the occurrence of a Listed Event described in Section
5(a),or determines that knowledge of a Listed Event described in Section 5(b)would be
material under applicable federal securities laws,the District shall within ten business days of
occurrence file a notice of such occurrence with the MSRB in electronic format,accompanied
bysuch identifying information as is prescribed bythe MSRB. Notwithstanding the foregoing,
notice of the Listed Event described in subsections (a)(7)or (b)(3)need not be given under this
subsection any earlier than the notice (if any)of the underlying event is given to Holders of
affected Bonds pursuant to the Indenture.

(f) If the Dissemination Agent has been instructed by the District to report the
occurrence of a Listed Event,the Dissemination Agent shall file a notice of such occurrence
withthe MSRB.Notwithstanding the foregoing:

(i) Notice of the occurrence of a Listed Event described in
subsections (a)(1),(4)or (5)shall be given bythe Dissemination Agent to the extent it
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has knowledge thereof,unless the District gives the Dissemination Agent affirmative
instructions not to disclose suchoccurrence;and

(ii) Notice of Listed Events described in subsections (a)(4)and (5)
need not be given under this subsection any earlier than the notice (if any)of the
underlying event is given to Owners of the affected Bonds pursuant to the Indenture.

Section 6. Termination of Reporting Obligation. The District’s obligations under this
Disclosure Agreement shall terminate upon the defeasance,prior redemption or payment in full
of all of the Bonds.

Section 7.Dissemination Agent.The District may,from time to time,appoint or engage
a Dissemination Agent to assist it in carrying out its obligations under this Disclosure
Agreement,and may discharge any such Dissemination Agent,with or without appointing a
successor Dissemination Agent. The Dissemination Agent mayresign byproviding thirty(30)
days written notice to the District. If at anytime there is no designated Dissemination Agent
appointed by the District,or if the Dissemination Agent so appointed is unwilling or unable to
perform the duties of the Dissemination Agent hereunder, the District shall be the
Dissemination Agent and undertake or assume its obligations hereunder.

Section 8. Amendment;W aiver. Notwithstanding anyother provision of this Disclosure
Agreement,the District may amend this Disclosure Agreement (and the Dissemination Agent
shall agree to anyamendment requested bythe District,provided the Dissemination Agent shall
not be obligated to enter into anyamendment increasing or affecting its duties or obligations),
and anyprovision of this Disclosure Agreement maybe waived,if suchamendment or waiver is
supported by an opinion of counsel expert in federal securities law,acceptable to the District
and the Dissemination Agent,to the effect that suchamendment or waiver would not,in and of
itself,cause the undertakings herein to violate the Rule if suchamendment or waiver had been
effective on the date hereof but taking into account any subsequent change in or official
interpretation of the Rule.

Section 9. Additional Information. Nothing in this Disclosure Agreement shall be
deemed to prevent the District from disseminating any other information,using the means of
dissemination set forth in this Disclosure Agreement or anyother means of communication,or
including anyother information in anyAnnual Report or notice of occurrence of a Listed Event,
in addition to that which is required by this Disclosure Agreement. If the District chooses to
include any information in any Annual Report or notice of occurrence of a Listed Event in
addition to that which is specifically required by this Disclosure Agreement,the District shall
have no obligation under this Disclosure Agreement to update such information or include it in
anyfuture Annual Report or notice of occurrence of a Listed Event.

Section 10. Default. In the event of a failure of the District or the Dissemination Agent
to complywith anyprovision of this Disclosure Agreement,the Dissemination Agent may,and,
at the request of anyParticipating Underwriter or the Owners of at least 25% of the aggregate
principal amount of the outstanding Bonds,shall (but only to the extent funds in any amount
satisfactory to the Dissemination Agent have been provided to it or it has been otherwise
indemnified to its satisfaction from anycost,liability,expense or additional charges whatsoever
related thereto,including without limitation,fees and expenses of its attorneys),or any Bond
owner may, take such actions as may be necessary and appropriate, including seeking
mandate or specific performance by court order,to cause the District to comply with its
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obligations under this Disclosure Agreement. A default under this Disclosure Agreement shall
not be deemed an event of default under the Indenture and the sole remedy under this
Disclosure Agreement in the event of anyfailure of the District or the Dissemination Agent to
complywiththis Disclosure Agreement shall be an action to compel performance.

Section 11. Duties, Immunities and Liabilities of the Dissemination Agent. The
Indenture is hereby made applicable to this Disclosure Agreement as if this Disclosure
Agreement were (solelyfor this purpose)contained in the Indenture. The Dissemination Agent
shall be entitled to the protections and limitations afforded to the Trustee under said Indenture.
The Dissemination Agent shall have only such duties as are specifically set forth in this
Disclosure Agreement,and the District agree to indemnifyand save the Dissemination Agent,
its officers,directors,employees and agents,harmless against anyloss,expense and liabilities
which it may incur arising out of or in the exercise or performance of its duties hereunder,
including the costs and expenses (including attorneys’fees)of defending against anyclaim of
liability, but excluding liabilities due to the Dissemination Agent’s negligence or willful
misconduct. The Dissemination Agent shall be paid compensation by the District for its
services provided hereunder in accordance with its schedule of fees as amended from time to
time and shall be reimbursed by the District all expenses,legal fees and advances made or
incurred by the Dissemination Agent in the performance of its duties hereunder. The
Dissemination Agent shall not have anydutyor obligation to review anyinformation provided to
it hereunder or shall be deemed to be acting in anyfiduciarycapacityfor the District,the owners
of the Bonds or anyother party. The obligations of the District under this section shall survive
resignation or removal of the Dissemination Agent and payment of the Bonds. Anycompany
succeeding to all or substantiallyall of the Dissemination Agent’s corporate trust business shall
be the successor to the Dissemination Agent hereunder without the execution or filing of any
document or anyfurther act.

Section 12.Beneficiaries.This Disclosure Agreement shall inure solelyto the benefit of
the District,the Dissemination Agent,the Participating Underwriter and the Owners from time to
time of the Bonds,and shall create no rights in anyother person or entity.

Section 13. Counterparts. This Disclosure Agreement may be executed in several
counterparts,eachof whichshall be an original and all of whichshall constitute but one and the
same instrument.

ROWLAND WATER DISTRICT

By:________________________________
General Manager

URBAN FUTURES, INC., as Dissemination Agent

By:_________________________________
Authorized Officer
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EXHIBIT A

NOTICE OF MUNICIPAL SECURITIES RULEMAKING BOARD
OF FAILURE TO FILE ANNUAL REPORT

Name of Issuer: Rowland W ater District

Name of Issue: W ater Revenue Refunding Bonds,Series 2014A

Date of Issuance: ___________,2014

NOTICE IS HEREBY GIVEN that the Rowland W ater District has not provided an
Annual Report with respect to the above-named Bonds as required by the Continuing
Disclosure Agreement. The District anticipates that the Annual Report will be filed by
_________________________.

Dated:_____________________

URBAN FUTURES, INC., as Dissemination Agent

By:_______________________________
Authorized Officer

cc: District;
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APPENDIX E

BOOK ENTRY PROVISIONS

The information concerning DTC set forth herein has been supplied by DTC, and the
District assumesnoresponsibilityfor the accuracythereof.

Unlessa successor securitiesdepositoryisdesignated pursuant to the Indenture, DTC
will act as Securities Depository for the Bonds. The Bonds will be issued as fully-registered
securities, registered in the name ofCede & Co., DTC’s partnership nominee, or such other
name asmaybe requestedbyan authorizedrepresentative ofDTC. One fully-registeredBond
will be issued for each maturityofthe Bonds, each in the aggregate principal amount ofsuch
maturity, andwill be depositedwith DTC.

DTC and Its Participants. DTC, the world’slargest securitiesdepository, isa limited-
purpose trust companyorganized under the New York Banking Law, a “banking organization”
within the meaningofthe New YorkBankingLaw, a member ofthe Federal Reserve Enterprise,
a “clearing corporation”within the meaning ofthe New YorkUniform Commercial Code and a
“clearing corporation”registered pursuant to the provisions ofSection 17A ofthe Securities
Exchange Act of1934. DTC holdsand providesasset servicing for over 2.2 million issuesof
U.S. and non-U.S. equity issues, corporate and municipal debt issues, and money market
instrumentsfrom over 100 countriesthat DTC’sparticipants(“Direct Participants”)deposit with
DTC. DTC also facilitates the post-trade settlement among Direct Participants ofsales and
other securities transactions in deposited securities, through electronic computerized book-
entrytransfer and pledgesbetween Direct Participants’accounts. Thiseliminatesthe needfor
physical movement ofsecuritiescertificates. Direct Participantsinclude both U.S. andnon-U.S.
securitiesbrokersand dealers, banks, trust companies, clearing corporationsandcertain other
organizations. DTC is a wholly-owned subsidiary of The Depository Trust & Clearing
Corporation (“DTCC”). DTCC, in turn, isownedbya number ofDirect ParticipantsofDTC and
Members ofthe National SecuritiesClearing Corporation, Fixed Income Clearing Corporation,
and Emerging Markets Clearing Corporation (NSCC, FICC, and EMCC, also subsidiaries of
DTCC)aswell asbythe New YorkStockExchange, Inc., the American StockExchange LLC,
and the National Association ofSecurities Dealers, Inc. Access to the DTC system is also
available to others, such asboth U.S. and non-U.S. securitiesbrokersand dealers, banksand
trust companies, and clearing corporations that clear through or maintain a custodial
relationship with a Direct Participant, either directlyor indirectly(“Indirect Participants”). DTC
hasbeen rated “AA+”byStandard & Poor’s. The DTC Rulesapplicable to itsParticipantsare
on file with the SecuritiesExchange Commission. More information about DTC can be foundat
www.dtcc.com andwww.dtc.org.

Purchase of Ownership Interests. Purchases ofthe Bonds under the DTC system
must be made by or through Direct Participants, which will receive a credit for the Bonds on
DTC’s records. The ownership interest ofeach actual purchaser ofeach Bond (“Beneficial
Owner”)is in turn to be recorded on the Direct and Indirect Participants’records. Beneficial
Owners will not receive written confirmation from DTC oftheir purchase. Beneficial Owners
are, however, expected to receive written confirmationsproviding detailsofthe transaction, as
well as periodic statements oftheir holdings, from the Direct or Indirect Participant through
which the Beneficial Owner enteredintothe transaction. Transfersofownershipinterestsin the
Bondsare tobe accomplishedbyentriesmade on the booksofDirect andIndirect Participants
acting on behalf of Beneficial Owners. Beneficial Owners will not receive certificates
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representing their ownership interests in the Bonds, except in the event that use ofthe book-
entrysystem for the Bondsisdiscontinued.

To facilitate subsequent transfers, all Bondsdeposited byDirect Participantswith DTC
are registered in the name ofDTC’spartnership nominee, Cede & Co., or such other name as
maybe requestedbyan authorizedrepresentative ofDTC. The deposit ofBondswith DTC and
their registration in the name ofCede & Co. or such other DTC nominee do not effect any
change in beneficial ownership. DTC hasnoknowledge ofthe actual Beneficial Ownersofthe
Bonds;DTC’srecordsreflect onlythe identityofthe Direct Participantstowhose accountssuch
securities are credited, which may or may not be the Beneficial Owners. The Direct and
Indirect Participants will remain responsible for keeping account oftheir holdingson behalfof
their customers.

Notices and Other Com m unications. Conveyance of notices and other
communications by DTC to Direct Participants, by Direct Participants to Indirect Participants,
and by Direct Participants and Indirect Participants to Beneficial Owners will be governed by
arrangements among them, subject to any statutory or regulatory requirements as maybe in
effect from time to time. THE AUTHORITY AND THE TRUSTEE W ILL NOT HAVE ANY
RESPONSIBILITY OR OBLIGATION TO SUCH DTC PARTICIPANTS OR THE PERSONS
FOR W HOM THEY ACT AS NOMINEES W ITH RESPECT TO THE BONDS.

Redemption noticesshall be sent to DTC. Iflessthan all ofthe Bondswithin an issue
are being prepaid, DTC’s practice is to determine by lot the amount ofthe interest ofeach
Direct Participant in such issue tobe prepaid.

Voting Rights. Neither DTC nor Cede & Co. will consent or vote with respect to the
Bondsunlessauthorized bya Direct Participant in accordance with DTC’sprocedures. Under
itsusual procedures, DTC mailsan OmnibusProxyto an issuer assoon aspossible after the
record date. The Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to those
Direct Participantstowhose accountsthe Bondsare creditedon the recorddate (identifiedin a
listingattachedtothe OmnibusProxy).

Redem ption Proceeds. Paymentsofprincipal and interest with respect to the Bonds
will be made to Cede & Co., or such other nominee as may be requested by an authorized
representative ofDTC. DTC’s practice is to credit Direct Participants’accounts on interest
payment dates in accordance with their respective holdings shown on DTC’s records unless
DTC has reason to believe that it will not receive payment on the interest payment date.
Payments by Participants to Beneficial Owners will be governed by standing instructions and
customarypractices, asisthe case with securitiesheldfor the accountsofcustomersin bearer
form or registered in “street name,”and will be the responsibilityofsuch Participant and not of
DTC nor its nominee, the Trustee, or the District, subject to any statutory or regulatory
requirementsasmaybe in effect from time totime. Payment ofredemption proceeds, principal
and interest to Cede & Co., or such other nominee as may be requested by an authorized
representative ofDTC is the responsibility ofthe Trustee, disbursement ofsuch payments to
Direct Participantswill be the responsibilityofDTC, anddisbursement ofsuch paymentstothe
Beneficial Ownerswill be the responsibilityofDirect andIndirect Participants.

THE TRUSTEE AND THE AUTHORITY SHALLNOT HAVE ANY RESPONSIBILITY OR
OBLIGATION TO ANY DTC PARTICIPANT, ANY BENEFICIAL OW NER OR ANY OTHER
PERSON CLAIMING A BENEFICIAL OW NERSHIP INTEREST IN THE BONDS UNDER OR
THROUGH DTC OR ANY DTC PARTICIPANT, OR ANY OTHER PERSON W HICH IS NOT
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SHOW N ON THE REGISTRATION BOOKS OF THE TRUSTEE AS BEING AN OW NER OF
BONDS, W ITH RESPECT TO THE ACCURACY OF ANY RECORDS MAINTAINED BY DTC
OR ANY DTC PARTICIPANT;THE PAYMENT BY DTC OR ANY DTC PARTICIPANT OF ANY
AMOUNT IN RESPECT OF THE PRINCIPAL OF, AND PREMIUM, IF ANY, OR INTEREST
W ITH RESPECT TO THE BONDS;ANY NOTICE W HICH IS PERMITTED OR REQUIRED TO
BE GIVEN TO OW NER OF THE BONDS UNDER THE INDENTURE;THE SELECTION BY
DTC OR ANY DIRECT OR INDIRECT PARTICIPANT OF ANY PERSON TO RECEIVE
PAYMENT IN THE EVENT OF A PARTIAL REDEMPTION OF THE BONDS;ANY CONSENT
OR OTHER ACTION TAKEN BY DTC AS OW NER OF THE BONDS;OR ANY OTHER
PROCEDURES OR OBLIGATIONS OF DTC UNDER THE BOOK-ENTRY SYSTEM.

SO LONG AS CEDE & CO. IS THE REGISTERED OW NER OF THE BONDS, AS
NOMINEE OF DTC, REFERENCES HEREIN TO THE REGISTERED OW NERS OF THE
BONDS SHALL MEAN CEDE & CO., AS AFORESAID, AND SHALL NOT MEAN THE
BENEFICIAL OW NERS OF THE BONDS (EXCEPT FOR THE MATTERS UNDER THE
CAPTION “TAX MATTERS”HEREIN)

The foregoing description of the procedures and record keeping with respect to
beneficial ownershipinterestsin the Bonds, payment ofprincipal andinterest with respect tothe
Bondsto DTC Participantsor Beneficial Owners, confirmation and transfer ofbeneficial owner
interest in such Bonds and other related transactions by and between DTC, the DTC
Participants and the Beneficial Owner is based solely on information provided by DTC.
Accordingly, no representations can be made concerning these matters, and neither the DTC
Participantsnor the Beneficial Ownersshould relyon the foregoing information with respect to
such matters, but should instead confirm the same with DTC or the DTC Participants, as the
case maybe.

Discontinuance of Book-Entry System . DTC maydiscontinue providing itsservices
assecuritiesdepositorywith respect tothe Bondsat anytime bygivingreasonable notice tothe
District or the Trustee. Under such circumstances, in the event that a successor securities
depositoryisnot obtained, Bondsare required to be printed and delivered asdescribed in the
Indenture.

The District may decide to discontinue use ofthe system ofbook-entry only transfers
through DTC (or a successor securities depository). In that event, Bonds will be printed and
deliveredasdescribedin the Indenture.
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