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MATURITY SCHEDULE

$10,650,000 Serial Bonds

Maturity Date Principal Interest

(December 1) Amount Rate Yield CuUsSIP®
2014 $550,000 2.000% 0.150% 779657 AA3
2015 485,000 2.000 0.250 779657 AB1
2016 495,000 3.000 0.470 779657 AC9
2017 510,000 3.000 0.760 779657 AD7
2018 525,000 3.000 1.060 779657 AES
2019 540,000 3.000 1.370 779657 AF2
2020 560,000 4.000 1.700 779657 AGO
2021 585,000 4.000 2.000 779657 AH8
2022 610,000 4.000 2.250 779657 AJ4
2023 630,000 4.000 2.450 779657 AK1
2024 660,000 4.000 2.600 779657 AL9
2025 685,000 4.000 2.850* 779657 AM7
2026 715,000 3.000 3.080 779657 ANS
2027 735,000 3.000 3.270 779657 APO
2028 765,000 3.125 3.430 779657 AQ8
2029 785,000 3.250 3.560 779657 AR6
2030 815,000 3.500 3.670 779657 AS4

$9,410,000 5.000% Term Bonds Due December 1, 2039, Yield: 3.550%* (CUSIP®: 779657 AT2)

* Yield to first optional call at par on December 1, 2024.

® Copyright 2014, American Bankers Association. CUSIP data in this Official Statement
are provided by 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 has been authorized by the Rowland
Water 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. This Official Statement does not constitute an offer to sell or the
solicitation of an offer to buy nor shall there be any sale of the Bonds by a person in any
jurisdiction in which it is unlawful for such person to make such an offer, solicitation or sale.
This Official Statement is not to be construed as a contract with the purchasers of the Bonds.
Statements contained in this Official Statement which involve estimates, forecasts or matters
of opinion, whether or not expressly so described herein, are intended solely as such and are
not to be construed as representations of fact.

The information set forth herein has been obtained from the District and other sources
which are believed to be reliable, but it is not guaranteed as to accuracy or completeness, and
is not to be construed as a representation by the Underwriter. The Underwriter has reviewed
the information in this Official Statement in accordance with, and as part of, its responsibilities
under federal securities laws, as applied to the facts and circumstances of this transaction, but
the Underwriter does not guarantee the accuracy or completeness of such information. The
information and expressions of opinions herein are subject to change without notice and neither
delivery of this Official Statement nor any sale made hereunder shall, under any circumstances,
create any implication that there have not been any changes in the affairs of the District since
the date hereof. All summaries of the documents are made subject to the provisions of such
documents, respectively, and do not purport to be complete statements of any or all of such
provisions. This Official Statement is submitted in connection with the sale of the Bonds
referred to herein and may not be reproduced or used, in whole or in part, for any other
purpose.

IN CONNECTION WITH THE OFFERING OF THE BONDS, THE UNDERWRITER
MAY EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICE OF
THE BONDS AT A LEVEL ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN THE
OPEN MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY
TIME. THE UNDERWRITER MAY OFFER AND SELL THE BONDS TO CERTAIN DEALERS
AND DEALER BANKS AND BANKS ACTING AS AGENT AT PRICES LOWER THAN THE
PUBLIC OFFERING PRICE STATED ON THE COVER PAGE HEREOF. THE PUBLIC
OFFERING PRICE MAY BE CHANGED FROM TIME TO TIME BY THE UNDERWRITER.

The District maintains a website. However, the information presented on the website is
not a part of this Official Statement and should not be relied upon in making an investment
decision with respect to the Bonds.

References to web site addresses presented herein are for informational purposes only
and may be in the form of a 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, this Official Statement for purposes of, and as that term is defined in,
Securities Exchange Commission Rule 15¢2-12.
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OFFICIAL STATEMENT

$20,060,000
ROWLAND WATER DISTRICT
WATER REVENUE REFUNDING BONDS
SERIES 2014A

INTRODUCTION
General

The purpose of this Official Statement of the Rowland Water District (the “District”) is to
furnish information regarding the issuance and sale of $20,060,000 principal amount of
Rowland Water District Water Revenue Refunding Bonds, Series 2014A (the “Bonds”) pursuant
to the provisions of an Indenture of Trust, dated as of September 1, 2014 (the “Indenture”)
between the District and The Bank of New York Mellon Trust Company, N.A. (the “Trustee”).
The Bonds will be issued pursuant to the provisions of the Indenture and 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”).

The Bonds are subject to redemption prior to maturity as described herein. See “THE
BONDS” herein.

The District

The Rowland Water 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 of the District. The District’'s service area encompasses approximately 17.2 square
miles and includes certain unincorporated areas of southeastern Los Angeles County, including
portions of Rowland Heights, La Puente, Hacienda Heights, the City of Industry and the City of
West Covina. The District contains residential, commercial and industrial development. The
District's service area has a population of approximately 60,000, and as of June 30, 2014
provided approximately 13,800 water service connections. The District is governed by a five
member Board of Directors, elected for 4-year terms.

For other information concerning the District, see “THE DISTRICT AND THE
ENTERPRISE” herein. A copy of the audited financial statements of the District for the year
ended June 30, 2013 is attached hereto as APPENDIX B.

Purpose

The Bonds are being issued by the District to (i) together with other available funds of
the District, prepay the District’s obligations under an Installment Purchase Contract, dated as
of December 1, 2008 (the “2008 Installment Purchase Contract”) with the CSDA Finance
Corporation (the “Corporation”), which obligations secure the District's Rowland Water District
Certificates of Participation (Recycled Water Project), Series 2008 (the “Prior Obligations”),
delivered in the aggregate principal amount of $20,545,000, of which $19,105,000 remains
outstanding, and (ii) pay certain costs of issuance of the Bonds (including expenses incurred in
connection with the refunding of the Prior Obligations). See “THE REFUNDING PLAN” and
“ESTIMATED SOURCES AND USES OF FUNDS” herein. The Prior Obligations were issued to
finance certain improvements to the Enterprise. See “THE DISTRICT AND THE



ENTERPRISE” herein for a description of the District’s water system. The District is not funding
a debt service reserve account for the Bonds.

Security for the Bonds

The Bonds are payable from, and secured by a lien on, the Net Revenues (as described
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 of the Debt
Service Payments, subject to the terms and conditions of the Indenture. Revenues are held in
the Revenue Fund of the 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 of the Bonds, provided it complies with
certain provisions in the Indenture. Payment of the Debt Service Payments is on a parity with
the obligation of the District to pay installment payments under an Installment Purchase
Contract, dated as of November 1, 2012, between the District and the Puente Basin Water
Agency (the “Agency”) securing the Agency’s Puente Basin Water Agency Water Revenue
Bonds, 2012 Series A (Rowland Water District Project), originally issued in the principal
amount of $19,835,000, of which $19,455,000 is currently outstanding (the “2012 Bonds”).

The lien of the Bonds is also subject to the parity lien, if any, of any 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 rates and charges for service provided by the Enterprise. See “SECURITY FOR THE
BONDS - Rate Covenant” herein.

No Debt Service Reserve Account

The District is not funding a 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 owners of the Bonds will not be entitled to amounts on deposit in the reserve
accounts established for future Parity Obligations.

Risk Factors

There can be no assurance that the local demand for the services provided by the
Enterprise will be maintained at levels described in this Official 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
regulatory requirements, increases in the cost of energy or other expenses would reduce Net
Revenues, and could require substantial increases in rates or charges in order to comply with
the rate covenant. Such rate increases could increase the likelihood of nonpayment, and
could also further decrease demand.

See “RISK FACTORS” herein 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, including a discussion of the impact of Proposition 218, Constitutional
limits on fees and charges, seismic considerations, limitation on remedies and changes in law.



See also “STATE AND FEDERAL REGULATORY ACTIVITIES AND LITIGATION” herein for
a discussion of potential for litigation regarding restoration of salmon in the San Joaquin River,
implementation of the San Joaquin River Restoration Settlement Agreement, and other
environmental considerations.

Limited 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 WITHIN
THE MEANING OF ANY STATUTORY OR CONSTITUTIONAL DEBT LIMITATION OR
RESTRICTION, OR AN OBLIGATION FOR WHICH THE DISTRICT OR THE STATE OF
CALIFORNIA IS OBLIGATED TO LEVY OR PLEDGE ANY FORM OF TAXATION OR FOR
WHICH THE DISTRICT OR THE STATE OF CALIFORNIA HAS LEVIED OR PLEDGED ANY
FORM OF TAXATION.

Forward-Looking Statements

This Official Statement contains forward-looking statements, including (i) statements
containing projections of Net Revenues and other financial items, (ii) statements of future
economic performance of the Enterprise, and (iii) statements of the assumptions underlying or
relating to statements described in (i) and (ii) above, (collectively, the “Forward-Looking
Statements”). All statements other than statements of historical facts included in this Official
Statement, including without limitation statements under “THE ENTERPRISE” and “SECURITY
FOR THE BONDS” regarding the financial position, capital resources and status of the District
and the Enterprise are Forward-Looking Statements. Although the District believes that the
expectations reflected in such Forward-Looking Statements are reasonable, no assurance can
be given that such expectations will prove to be correct. Important factors which could cause
actual results to differ materially from expectations of the District (collectively, the “Cautionary
Statements”) are disclosed in this Official Statement. All Forward-Looking Statements
attributable to the District are expressly qualified in their entirety by the Cautionary Statements.

Summaries Not Definitive

Definitions of certain capitalized terms herein are contained in APPENDIX A hereto, and
are incorporated herein by reference. Definitions of certain terms used in this Official
Statement, and the summaries of and references contained herein to the Indenture, the Bonds,
the Continuing Disclosure Agreement, statutes and other documents do not purport to be
comprehensive or definitive and are qualified by reference to each such document, instrument
or statute.

Copies of the documents described herein will be available at the office of the District,
3021 So. Fullerton Rd., Rowland Heights, CA 91748.

THE REFUNDING PLAN
The District is selling the Bonds, in part, to provide moneys necessary to refund its

obligations under the 2008 Installment Purchase Contract and to defease the Prior Obligations.
A portion of the proceeds of the Bonds will be used on the Closing Date to establish an escrow



fund (the “Escrow Fund”) for the Prior Obligations, to be held in trust by The Bank of New 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”). Proceeds deposited into the Escrow Fund will
be used to purchase obligations for which the full faith and credit of the United States are
pledged for the payment of principal and interest (“Government Securities”). Principal of and
interest on the Government Securities will be used by the Escrow Agent to pay the debt service
on the Prior Obligations until December 1, 2018, and to prepay the outstanding Prior
Obligations on December 1, 2018, at a redemption price equal to 100% of the principal amount
thereof as specified in the Escrow Agreement. See “ESTIMATED SOURCES AND USES OF
FUNDS” and “VERIFICATION OF MATHEMATICAL ACCURACY” herein. Upon deposit of
such proceeds and other moneys into the Escrow Fund, the Prior Obligations will no longer be
deemed outstanding.

The moneys and securities held by the Escrow Agent are pledged to the payment of the

Prior Obligations. Moneys and Government Securities deposited in the Escrow Fund are not
available to pay principal of or interest on the Bonds.

PRIOR OBLIGATIONS TO BE PAID FROM THE ESCROW FUND

Maturity Date Principal Interest

(December 1) Amount 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 AKO
2019% 425,000 5.25 779648 ALS
2020% 450,000 5.50 779648 AM6
2021% 475,000 5.75 779648 AN4
2022 505,000 5.75 779648 AP9
2023% 530,000 5.50 779648 AQ7
20249 565,000 5.75 779648 AR5
2025 595,000 5.75 779648 AS3
2029% 2,770,000 6.00 779648 AW4
2035 5,725,000 6.50 779648 BC7
2039% 5,235,000 6.25 779648 BG8

(1) To be prepaid on December 1, 2018.
CONTINUING DISCLOSURE

The District has covenanted, pursuant to a Continuing Disclosure Agreement, dated as
of September 1, 2014, for the benefit of holders and beneficial owners of the Bonds to provide,
or cause to be provided, certain financial information and operating data relating to the District
by not later than March 1 in each year following the end of the 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 of the occurrence of certain enumerated
events, if material. The Annual Report and notices of material events will be filed by the District
with the Municipal Securities Rulemaking Board (the “MSRB”). The specific nature of the



information to be contained in the Annual Report or the notices of material events is
summarized below in “APPENDIX D.” These covenants have been made in order to assist the
Underwriter in complying with S.E.C. Rule 15c¢2-12(b)(5) (the “Rule”).

With respect to its prior undertakings under the Rule, within the past five years the
District failed to file in a timely manner certain portions of the annual reports, as required by its
existing continuing disclosure obligations. As of the date of this Official Statement the District is
current on filings in all material respects. Since the issuance of the 2012 Bonds, the District
has retained Urban Futures, Inc. to assist with its filing obligations.

THE BONDS
Description of the Bonds

The Bonds shall be delivered in the form of fully registered Bonds, without coupons, in
denominations of $5,000 or any integral multiple thereof, and shall be dated the date of initial
delivery thereof. The Bonds will mature on the dates and in the amounts set forth on the front
cover of this Official Statement. The Bonds, when issued, will be registered in the name of
Cede & Co., as registered owner and nominee of The Depository Trust Company, New York,
New York (“DTC”). So long as DTC, or Cede & Co. as its nominee, is the registered owner of
all Bonds, all payments on the Bonds will be made directly to DTC, and disbursement of such
payments to the DTC Participants (defined below) will be the responsibility of DTC, and
disbursement of such payments to the Beneficial Owners (defined below) will be the
responsibility of the DTC Participants, as more fully described hereinafter. See “Book-Entry
Only System” below.

Interest on the Bonds shall be payable on December 1 and June 1 of each year,
commencing December 1, 2014, and continuing to and including the date of maturity or prior
redemption, whichever is earlier. Principal of the Bonds shall become payable on December 1
in each of the years and in the amounts set forth on the inside cover page of this Official
Statement. Principal and premium, if any, of the Bonds shall be payable upon presentation and
surrender thereof at the corporate trust office of the Trustee in Los Angeles, California.

Interest on the Bonds shall be based on a 360-day year composed of twelve 30-day
months and shall be payable by check from the Trustee mailed on each Interest Payment Date
by first class mail to the registered Owners as of the close of business on the 15th day of the
calendar month (whether or not such day is a Business Day) preceding an Interest Payment
Date (the “Record Date”) at their addresses shown on the registration books maintained by the
Trustee. Upon the written request from any Owner of Bonds aggregating at least $1,000,000 in
principal amount, received on or prior to the fifteenth day of the month preceding an applicable
Interest Payment Date, by wire in Federal Reserve funds to an account within the United States
on the Interest Payment Date, with regard to which such payment is made. See “Book-Entry
Only System” below for a description of how interest and principal will be paid while the Book-
Entry System is in effect.

Redemption of the Bonds

Extraordinary Casualty Redemption. The Bonds are subject to redemption, in whole
or in part on any date, from the Net Proceeds of insurance or condemnation with respect to the
Enterprise, at a redemption price equal to the principal amount of the Bonds to be redeemed,
together with accrued interest to the date fixed for redemption, without premium.



Optional Redemption. The Bonds maturing on or before December 1, 2024, are not
subject to optional redemption prior to their respective stated maturities. The Bonds maturing
on or after December 1, 2025, are subject to optional redemption on any date on or after
December 1, 2024, in whole or in part, from any source of available funds, at a redemption
price equal to the principal amount thereof to be redeemed together with accrued interest to the
redemption date, without a premium.

Sinking Fund Redemption of Bonds. The Bonds maturing December 1, 2039 shall be
subject to mandatory sinking fund redemption in part, by lot, commencing on December 1,
2031, from mandatory sinking fund payments set aside in the Payment Account, at a
redemption price equal to the principal amount thereof to be redeemed, together with accrued
interest to the date fixed for redemption, without premium, in the aggregate respective principal
amounts and on the dates set forth below:

Sinking Fund
Redemption Date Principal Amount
(December 1) To Be Redeemed
2031 $ 845,000
2032 895,000
2033 940,000
2034 985,000
2035 1,035,000
2036 1,090,000
2037 1,145,000
2038 1,205,000
2039 (Maturity) 1,270,000

If some but not all of such Bonds have been redeemed pursuant to optional or
extraordinary redemption, the total amount of all future sinking fund payments shall be reduced
by the aggregate principal amount of such Bonds so redeemed, to be allocated among such
sinking fund payments on a pro rata basis as determined by the District.

Purchase in Lieu of Redemption. In lieu, or partially in lieu, of such call and
redemption, moneys of the District may be used to purchase Outstanding Bonds. Purchases of
Outstanding Bonds may be made by the District prior to the selection of Bonds for redemption
by the Trustee, at public or private sale as and when and at such prices as the District may in
its discretion determine but only at prices (including brokerage or other expenses) of not more
than par plus applicable accrued interest and redemption premiums, and any accrued interest
payable upon the purchase of Bonds may be paid from the amount in the Payment Fund for
payment of interest on the following Interest Payment Date.

Selection of Bonds for Redemption. In the event that part, but not all, of the Bonds
are to be redeemed (except for mandatory sinking fund redemption), the Bonds to be redeemed
shall be selected by the Trustee among maturities or mandatory sinking fund redemptions as
designated in writing by the District and by lot within a maturity; provided, however, that, as
shall be set forth in a Certificate of the District, the Bonds may be redeemed by any maturity or
maturities or mandatory sinking fund redemptions selected by the District, and by lot within a
maturity. For the purpose of the selection, all Bonds registered in the name of the same Owner
shall be aggregated and treated as a single Bond held by such Owner. Notwithstanding any of
the foregoing, in any such partial redemption the Trustee shall call the Bonds in integral



multiples of $5,000. In the event of a redemption for which the Trustee does not have monies
available to redeem the entire amount scheduled for redemption, the Trustee shall redeem
Bonds of the applicable maturity or maturities by lot up to a principal amount equal to the
available monies.

Notice of Redemption; Rescission. When redemption is authorized or required, the
Trustee shall give notice (the “Redemption Notice”) of the redemption of the Bonds. Such
Redemption Notice shall specify: (a) the Bonds or designated portions thereof (in the case of
redemption of the Bonds in part but not in whole) which are to be redeemed; (b) the date of
redemption; (c) the place or places where the redemption will be made, including the name and
address of any paying agent; (d) the redemption price; (e) the CUSIP numbers (if any) assigned
to the Bonds to be redeemed; (f) if less than all the Bonds of a maturity are to be redeemed, the
certificate numbers of the Bonds to be redeemed and, in the case of any Bond to be redeemed
in part only, the amount of such Bond to be redeemed; and (g) the original issue date, interest
rate and stated maturity date of each 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 Bond or portion thereof being redeemed the redemption price, together with
interest accrued to the redemption date, and that from and after such date interest with respect
thereto shall cease to accrue and be payable.

At least thirty (30), but not more than forty-five (45), days prior to the redemption date
(or immediately upon receipt of Net Proceeds from insurance or condemnation awards which
are to be used to redeem Bonds), the Trustee shall cause Redemption Notices to be given to
the respective Owners of Bonds designated for redemption by first class mail, postage
redeemed, at their addresses appearing on the Bond Register maintained by the Trustee.

The District shall have the right to rescind any optional redemption by written notice to
the Trustee on or prior to the date fixed for redemption. In addition, any such notice of optional
redemption shall be canceled and annulled if for any reason funds will not be or are not
available on the date fixed for redemption for the payment in full of the Bonds then called for
redemption, and such rescission or cancellation shall not constitute an Event of Default under
the Indenture. The District and the Trustee shall have no liability to the Owners or any other
party related to or arising from such rescission of redemption. The Trustee shall mail notice of
such rescission of redemption in the same manner as the original notice of redemption was
sent.

Effect of Redemption. If, on said redemption date, moneys sufficient for the
redemption of all 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 of redemption thereof shall have been given, then, from and after said redemption date,
interest with respect to the portion of Bonds to be redeemed shall cease to accrue and become
payable. If said moneys shall not be so available on said redemption date, interest with respect
to such portion of Bonds shall continue to be payable until paid at the same rates as they would
have been payable had they not been called for redemption.

Issuance of Parity Obligations

The District has covenanted in the Indenture that so long as any Bonds are
Outstanding, the District shall not issue or incur any obligations payable from Net Revenues or
the Revenue Fund senior or superior to the Debt Service Payments. The District has
covenanted in the Indenture that the District may at any time issue Parity Obligations payable



from Net Revenues on a parity basis with the Debt Service Payments in such principal amount
as shall be determined by the District. The District may issue or incur any such Parity
Obligations subject to the following specific conditions which are conditions precedent to the
issuance and delivery of such Parity Obligations:

() No Event of Default shall have occurred and be continuing; and

(i) The Net Revenues, calculated in accordance with Generally Accepted
Accounting Principles, either (i) as shown by the books of the District for the
latest Fiscal Year, as verified by a certificate of a Treasurer, or (i) as shown by
the books of the District for any more recent twelve (12) month period selected
by the District, as verified by a certificate or opinion of an Independent Certified
Public Accountant employed by the District, plus in either case (at the option of
the District) the Additional Revenues, shall be at least equal to one hundred
and ten percent (110%) of the amount of Maximum Annual Debt Service; and

(iii) The District may, but is not required to, establish from the proceeds of such
Parity Obligations a reserve fund for the security of such Parity Obligations, in
an amount then permitted under the Code.

“Additional Revenues” means an allowance for Net Revenues (i) arising from any
increase 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 such Parity Obligations, in an amount equal to the total amount by which 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 by the certificate
or opinion of an Independent Financial Consultant.

The provisions of subsection (ii) above shall not apply to any Parity Obligations if
(A) all of the proceeds of which (other than proceeds applied to pay costs of issuing such
Parity Obligations and to make any reserve fund deposit) shall be deposited in an irrevocable
escrow held in cash or invested in Federal Securities for the purpose of paying the principal of
and interest and premium (if any) on any Outstanding Bonds or on any outstanding Parity
Obligations, (B) at the time of the incurring of such Parity Obligations, the District certifies in
writing that maximum annual debt service on the refunding Parity Obligations will not exceed
Maximum Annual Debt Service on the Outstanding Bonds being refunded, and (C) the final
maturity of the refunding Parity Obligations is not later than the final maturity of the refunded
Bonds or Parity Obligations.

In order to maintain the parity relationship of the Debt Service Payments to 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 structured to occur semi-annually on the Due Dates and in 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 structured to occur monthly, and to otherwise structure the terms



of such Parity Obligations to ensure that they are in all respects payable on a parity with 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 of causing the
District to fail to pay Debt Service Payments on a timely basis. In such event, the District shall
make Debt Service Payments and payments on such Governmental Loan on a pro rata basis.

Subordinate Obligations. Notwithstanding the foregoing, nothing in the Indenture
shall be construed as prohibiting the issuance by the District of obligations secured by Net
Revenues on a subordinate basis to the Bonds.

Book-Entry Only System

DTC will act as securities depository for the Bonds. The Bonds will be issued as fully-
registered bonds registered in the name of Cede & Co. (DTC’s partnership nominee). One
fully-registered Bond will be issued for each maturity of the Bonds, each in the aggregate
principal amount of such maturity, and will be deposited with DTC. See “APPENDIX E - BOOK
ENTRY PROVISIONS” herein.

Neither the District nor the Trustee can and do not give any assurances that DTC, DTC
Participants or others will distribute payments of principal, interest or premium with respect to
the Bonds paid to DTC or its nominee as the registered owner, or will distribute any redemption
notices or other notices, to the Beneficial Owners, or that they will do so on a timely basis or 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 of DTC or any DTC Participant to make any
payment or give any notice to a Beneficial Owner with respect to the Bonds or an error or delay
relating thereto.

ESTIMATED SOURCES AND USES OF FUNDS

The proceeds received from the sale of the Bonds and other available funds are to be
applied as follows:

Sources of Funds:

Principal Amount of Bonds $20,060,000.00
Net Original Issue Premium 1,686,784.55
Amount Relating to Prior Obligations 1,499,581.47
TOTAL SOURCES $23,246,366.02
Uses of Funds:
Transfer to Escrow Agent™ $23,014,683.36
Costs of Issuance® 231,682.66
TOTAL USES $23,246, 366.02

(1) See “THE REFUNDING PLAN” above.
(2) Includes fees of Bond Counsel, Disclosure Counsel and Trustee, Underwriter’s discount
and other costs of issuing the Bonds.



The following tables illustrate the annual debt service for the Bonds as of December 1 of

DEBT SERVICE

each year and the aggregate annual debt service on the Bonds and the 2012 Bonds.

Period Ending
(December 1)

2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039

TOTALS

Principal

$550,000
485,000
495,000
510,000
525,000
540,000
560,000
585,000
610,000
630,000
660,000
685,000
715,000
735,000
765,000
785,000
815,000
845,000
895,000
940,000
985,000
1,035,000
1,090,000
1,145,000
1,205,000
1,270,000

$20,060,000

10

Interest

$167,077.48
812,943.76
803,243.76
788,393.76
773,093.76
757,343.76
741,143.76
718,743.76
695,343.76
670,943.76
645,743.76
619,343.76
591,943.76
570,493.76
548,443.76
524,537.50
499,025.00
470,500.00
428,250.00
383,500.00
336,500.00
287,250.00
235,500.00
181,000.00
123,750.00
63,500.00

$13,437,552.62

Total

Debt Service

$ 717,077.48
1,297,943.76
1,298,243.76
1,298,393.76
1,298,093.76
1,297,343.76
1,301,143.76
1,303,743.76
1,305,343.76
1,300,943.76
1,305,743.76
1,304,343.76
1,306,943.76
1,305,493.76
1,313,443.76
1,309,537.50
1,314,025.00
1,315,500.00
1,323,250.00
1,323,500.00
1,321,500.00
1,322,250.00
1,325,500.00
1,326,000.00
1,328,750.00
1,333,500.00

$33,497,552.62



Year Ending
(December 1)

2012 Bonds
Debt Service

Bonds

Debt Service

Total

Debt Service

2014 $1,155,200 $ 717,077 $1,872,277
2015 1,157,500 1,297,944 2,455,444
2016 1,160,650 1,298,244 2,458,894
2017 1,159,250 1,298,394 2,457,644
2018 1,162,250 1,298,094 2,460,344
2019 1,163,900 1,297,344 2,461,244
2020 1,160,500 1,301,144 2,461,644
2021 1,161,500 1,303,744 2,465,244
2022 1,161,700 1,305,344 2,467,044
2023 1,166,100 1,300,944 2,467,044
2024 1,164,500 1,305,744 2,470,244
2025 1,162,100 1,304,344 2,466,444
2026 1,163,900 1,306,944 2,470,844
2027 1,160,750 1,305,494 2,466,244
2028 1,162,150 1,313,444 2,475,594
2029 1,162,950 1,309,538 2,472,488
2030 1,163,150 1,314,025 2,477,175
2031 1,162,750 1,315,500 2,478,250
2032 1,165,875 1,323,250 2,489,125
2033 1,167,313 1,323,500 2,490,813
2034 1,167,938 1,321,500 2,489,438
2035 1,167,750 1,322,250 2,490,000
2036 1,175,750 1,325,500 2,501,250
2037 1,174,000 1,326,000 2,500,000
2038 1,175,250 1,328,750 2,504,000
2039 1,179,250 1,333,500 2,512,750
2040 1,180,750 -- 1,180,750
2041 1,179,750 -- 1,179,750
2042 1,181,250 -- 1,181,250
TOTALS $33,825,675 $33,497,553 $67,323,228

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
PRINCIPAL OF THE BONDS. THE PAYMENT OF THE PRINCIPAL OF OR INTEREST WITH
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 WHICH ANY SUCH ENTITY IS OBLIGATED TO LEVY OR PLEDGE ANY
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FORM OF TAXATION OR FOR WHICH ANY SUCH ENTITY HAS LEVIED OR PLEDGED ANY
FORM OF TAXATION.

Pledge of Net Revenues

The Bonds are secured by a pledge of the Net Revenues received by the District from
the operation of the Enterprise, as those terms are defined below and upon all money and
securities on deposit in certain accounts under the Indenture. The obligation of the District to
make Debt Service Payments from Net Revenues is absolute and unconditional, and until such
time as all Debt Service Payments shall have been fully paid and the Bonds are no longer
Outstanding (or provision for the payment thereof shall have been made), the District will not,
under any circumstances, discontinue, abate or suspend any payment 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 and shall not be conditional upon
the performance or nonperformance by any party of any agreement or covenant contained in
the Indenture for any cause whatsoever.

All Net Revenues are irrevocably pledged by the District to the payment of the 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 any of the Bonds remain Outstanding; provided, however, that out of the
Net Revenues, there may be apportioned such sums for such purposes as are expressly
permitted by the Indenture, including payment of debt service on any Parity Obligations. This
pledge shall constitute a first lien on the Net Revenues for the payment of the Debt Service
Payments and debt service on any Parity Obligations in accordance with the Indenture. The
Bonds are not secured by a lien on the Enterprise or any other property of the District.

In the Indenture, the District covenants that, so long as any Bonds are outstanding, the
District will not issue or incur any obligations payable from Net Revenues superior to the
payment of the Debt Service Payments. The District is authorized to issue additional Parity
Obligations secured by Net Revenues with a lien on a parity basis with the lien of the Bonds,
provided it complies with certain provisions in the Indenture. See “THE BONDS - Issuance of
Parity Obligations” herein. The District is also authorized to issue subordinate debt secured
by Net 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 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-way and other works, property or
structures necessary or convenient for such facilities, together with all additions, betterments,
extension and improvements to such facilities or any part thereof hereafter acquired or
constructed. See “THE DISTRICT AND THE ENTERPRISE” herein for a description of the
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% of the Debt Service
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Payments and the payment of debt service on any Parity Obligations, plus certain reserves.
See “Rate Covenant” below.

“Maintenance and Operation Costs” of the 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 expenses of management and repair and other
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
intangibles or other bookkeeping entries or a similar nature.

“Revenues” means all gross income and revenue received or receivable by the 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 Water 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 any other deposits subject to refund until such deposits
have become the property of 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 this Indenture. Revenues shall also
include interest with respect to any Parity Obligations reimbursed to or on behalf of the District
by the United States of America.

Debt Service Payments

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 of any kind, other than certain amounts on 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 of Net Revenues” above.

The District’s obligation to make Debt Service Payments is a special obligation of the
District payable solely from the Net Revenues and other funds provided for in the Indenture.
Neither the Bonds nor the obligation of the District to make Debt Service Payments constitutes
a debt of the District or of the State of California or of any political subdivision thereof in
contravention of any constitutional or statutory debt limit or restriction or an obligation for which
the District or the State of California is obligated to levy or pledge any form of taxation or for
which the District or the State of California has levied or pledged any form of taxation.

Rate Covenant
The District has covenanted in the Indenture that it will, at all times while any of the

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, to pay the following amounts in the order below set forth:

(1) All Maintenance and Operation Costs of the Enterprise;

(2) The Debt Service Payments and all payments (including payments of
interest and under reimbursement agreements) with respect to Parity
Obligations as they become due and payable;

3) Amounts necessary to bring the amount of funds in any reserve fund up
to the required amount; and

(4) All payments required to meet any other obligations of the District which
are charges, liens, encumbrances upon, or which are otherwise payable
from the Revenues during such 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 Revenues which are at least equal to one hundred and ten percent (110%) of
the aggregate amount of the Debt Service Payments, and principal of and interest on any
Parity Obligations coming due and payable during such Fiscal Year. The District may make
adjustments, from time to time, in its rates, fees and charges as it deems necessary, but shall
not reduce its rates, fees and charges below those in effect unless the Net Revenues resulting
from such reduced rates, fees and charges shall at all times be sufficient to meet the
requirements set forth in this paragraph.

If the District violates the rate covenants, such violation shall not, in and of itself, be a
default under the Indenture and shall not give rise to a declaration of an Event of Default if (i)
the coverage calculated does not decrease below 1.00 times the sum of (A) annual Debt
Service Payments, (B) payments on Parity Obligations, (C) amounts sufficient to maintain any
reserve fund at the required level, and (D) Maintenance and Operation 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 of the
Enterprise and abides by such consultant’s recommendations to revise the schedule of rates,
fees and charges and to revise any Maintenance and Operation Costs insofar as practicable
and to take such other actions as are necessary so as to produce Net Revenues to cure such
violation for future compliance; provided, however, that if the District does not cure such
violation within twelve (12) months succeeding the date such violation is discovered, an Event
of Default shall be deemed to have occurred.

See “RISK FACTORS - Proposition 218" herein for a discussion of certain procedural
matters and possible limitations relating to increases of the Districts rates and charges.

No Debt Service Reserve Account
The District is not funding a 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 owners of the Bonds will not be entitled to amounts on deposit in the reserve
accounts, if any, established for such future Parity Obligations.
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Application of Revenues

The District has covenanted that all Revenues, when and as received, will be received
and held by the District in trust for the benefit of Bondholders and payments with respect to
Parity Obligations, will be deposited by the District in the Revenue Fund, and will be
accounted for and held in trust for the benefit of Bondholders and for payments with respect to
Parity Obligations in the Revenue Fund. All Revenues in the Revenue Fund shall be set aside
by the District or deposited by the 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 agrees and covenants
to pay all Maintenance and Operation Costs (including amounts reasonably required to
be set aside in contingency reserves for Maintenance and Operation Costs of the
Enterprise, the payment of which is not then immediately required) from the Revenue
Fund as they become due and payable.

(2) Debt Service Funds. Debt Service Payments and all other payments
relating to principal and interest on or with respect to Parity Obligations, shall be paid in
accordance with the terms of the Indenture and of such Parity Obligations, without
preference or priority, and in the event of any insufficiency of such moneys, ratably
without any discrimination or preference.

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

(4) General Expenditures. All Revenues not required to be withdrawn
pursuant to the provisions of (1) through (3) above shall be used for expenditure for any
lawful purpose of the District, including payment of other costs of the Enterprise or
payment of any rebate requirement or of any obligation subordinate to the payment of all

amounts due hereunder or under Parity Obligations.

RISK FACTORS

The following factors, along with other information in this Official Statement, should be
considered by potential investors in evaluating the risks in the purchase of the Bonds.

Enterprise Demand and Growth

There can be no assurance that the local demand for the services provided by the
Enterprise will be maintained at levels described in this Official Statement under the heading
“THE DISTRICT AND THE ENTERPRISE.” Reduction in the level of demand could require
an increase in rates or charges in order to produce Net Revenues sufficient to comply with the
District’s rate covenant in the Indenture. Such rate increases could increase the likelihood of
nonpayment, and could also further decrease demand. There can be no assurance that any
other entity with regulatory authority over the Enterprise will not adopt further restrictions on
operation of the 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
regulatory requirements, increases in the cost of energy or other expenses would reduce Net
Revenues, and could require substantial increases in rates or charges in order to comply with
the rate covenant. Such rate increases could increase the likelihood of nonpayment, and
could also decrease demand.

Parity Obligations

Although the District has covenanted not to issue additional obligations payable from
Net Revenues senior to the Debt Service Payments, the Indenture permits the issuance by the
District of certain indebtedness which may have a lien upon the Net Revenues which is on a
parity basis to the lien which secures the Debt Service Payments, if certain coverage and
other tests are met (see “THE BONDS - Issuance of Parity Obligations” herein). These
coverage tests involve, to some extent, projections of Net Revenues. If such indebtedness is
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, if any, will be actually realized subsequent to the date of such projections. If such
assumptions are not realized, the amount of future Net Revenues may be less than projected,
and the actual amount of Net Revenues may be insufficient to provide for the payment of the
Debt Service Payments and such additional indebtedness.

Proposition 218

On November 5, 1996, the voters of the State approved Proposition 218, the “Right to
Vote on Taxes Act.” Proposition 218 added Articles XIIIC and XIIID to the State Constitution,
which contain a number of provisions affecting the ability of the District to levy and collect both
existing and future taxes, assessments, fees and charges. Proposition 218 also extends the
initiative power to reducing or repealing any local taxes, assessments, fees and charges. This
extension of the initiative power is not limited to taxes, assessments, fees and charges
imposed on or after November 6, 1996, the effective date of Proposition 218, and could result
in retroactive repeal or reduction in any existing taxes, assessments, fees or charges, except
those which are pledged to the repayment of debt. If such a repeal or reduction in District
fees or charges were to occur, and it was held that any such taxes, assessments, fees or
charges were not pledged to any debt repayment, the District’s ability to make Debt Service
Payments could be adversely affected.

In addition, while the matter is not free from doubt, Proposition 218 imposed
restrictions on the levy of charges for “property-related services.” In July 2006 the California
Supreme Court confirmed that a public agency’s charges for ongoing water delivery are “fees
and charges” within the meaning of Proposition 218. As a result, voters within the boundaries
of the District could adopt an initiative measure that reduced or repealed water rates and
charges levied by the District, although it is not clear (and has not been determined by State
courts) whether such action would be enforceable where such fees and charges are pledged
to the repayment of indebtedness.

The District’s current revenue rates and charges were adopted under 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 adversely affected by
the application of the procedural requirements of Proposition 218, and that Proposition 218
would not have any immediate adverse effect on its ability to operate its Enterprise. However,
there can be no assurance of the availability of remedies to protect fully the interest of the
holders of the Bonds.

Constitutional Limit on Appropriations, Fees and Charges

If a portion of the Enterprise rates or connection charges were determined by a court
to exceed the reasonable costs of providing service, any fee which the District charges may
be considered to be a “special tax,” which under Articles XIIIA or XIlID of the 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 of service provided by the Enterprise has been determined by the State
Controller to include depreciation and allowance for the cost of capital improvements. In
addition, the State courts have determined that fees such as connection fees (capacity
charges) will not be special taxes if they approximate the reasonable cost of constructing
Enterprise improvements contemplated by the local agency imposing the fee. Such court
determinations have been codified in the Government Code of the State of California (Section
66000 et seq.).

Under Article XIIIB of the California Constitution, state and local government entities
have an annual “appropriations limit” which limits their ability to spend certain moneys called
“appropriations subject to limitation,” which consists of tax revenues, certain state subventions
and certain other moneys, including user charges to the extent they exceed the costs
reasonably borne by the 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 annually to reflect changes in the consumer price index,
population and services provided by these entities. Among other provisions of Article XIIIB, if
an entity’s revenues in any year exceed the amount permitted to be spent, the excess would
have to be returned by revising tax rates or fee schedules over the subsequent two years.

The District is of the opinion that the rates and use charges imposed by the District in
connection with the Enterprise do not exceed the costs it reasonably bears in providing such
services.

Limited Recourse on Default

If the District defaults on its obligation to make Debt Service Payments, the Trustee
has the right to accelerate the total unpaid principal amounts of the Debt Service Payments.
However, in the event of a default and such acceleration there can be no assurance that the
District will have sufficient Net Revenues to pay the accelerated Debt Service Payments and
payments with respect to Parity Obligations.

No Debt Service Reserve Account
The District is not funding a 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 owners of the Bonds will not be entitled to amounts on deposit in the reserve
accounts established for such future Parity Obligations.
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Limitations on Remedies Available; Bankruptcy

The enforceability of the rights and remedies of the Owners and the obligations of the
District may become subject to the following: the federal bankruptcy code and applicable
bankruptcy, insolvency, reorganization, moratorium, or similar laws relating to or affecting the
enforcement of creditors’ rights generally, now or hereafter in effect; equitable principles which
may limit the specific enforcement under State law of certain remedies; the exercise by the
United States of America of the powers delegated to it by the Federal Constitution; and the
reasonable and necessary exercise, in certain exceptional situations, of the police power
inherent in the sovereignty of the State and its governmental bodies in the interest of servicing
a significant and legitimate public purpose. Bankruptcy proceedings, or the exercising of
powers by the federal or State government, if initiated, could subject the Owners to judicial
discretion and interpretation of their rights in bankruptcy or otherwise and consequently may
entail risks of delay, limitation, or modification of their rights.

No Obligation to Tax

The obligation of the District to pay the Debt Service Payments does not constitute an
obligation of the District for which the District is obligated to levy or pledge any form of taxation
or for which the District has levied or pledged any form of taxation. The obligation of the
District to pay Debt Service Payments does not constitute a debt or indebtedness of any
District, the State or any of its political subdivisions, in contravention of any constitutional or
statutory debt limitation or restriction.

Change in Law

In addition to the other limitations described herein, the State electorate or Legislature
could adopt a constitutional or legislative property tax decrease or an initiative with the effect
of reducing revenues payable to or collected by the District. There is no assurance that the
State electorate or Legislature will not at some future time approve additional limitations that
could have the effect of reducing the Net Revenues and adversely affecting the security of the
Bonds.

Geologic, Topographic and Climatic Conditions

The value of the Enterprise, and the ability to generate Revenues, is contingent upon
the ability of the District to deliver water to its customers. The financial stability of the 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 of such private improvements. Such additional factors include,
without limitation, geologic conditions (such as earthquakes), topographic conditions (such as
earth movements and floods) and climatic conditions (such as droughts and tornadoes). The
District is in an active geological area, and does not carry earthquake insurance on the
Enterprise..

Engineering standards require that some of these factors be taken into account, to a
limited extent, in the design of improvements, including the Enterprise. Some of these factors
may also be taken into account, to a limited extent, in the design of other infrastructure and
public improvements neither designed nor subject to design approval by the 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

18



more stringent subsequently established criteria. In general, design criteria reflect a balance
at the time of protection and the future costs of lack of protection, based in part upon a
present perception of the probability that the condition will occur and the seriousness of the
condition should it occur. Conditions may occur which may result in damage to improvements
in varying degrees, and such damage may entail significant repair or replacement costs, and
there can be no assurance that such repair or replacement will occur. Under any of these
circumstances, the public and private improvements within the District in general may well
depreciate or disappear, notwithstanding the establishment of design criteria for any such
condition.

Major portions of the California State Water Project (the “State Water Project”) delivery
system are located parallel to and near the San Andreas Fault and other faults. The State
Water 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 any damage to State Water Project facilities.
The January 17, 1994 magnitude 6.7 earthquake centered in Northridge created slight
damage to State Water Project facilities. On March 28, 2014, a magnitude 5.1 earthquake
centered in the City of La Habra, which is adjacent to the District, struck on a fault underneath
the Puente Hills thrust fault. The District did not experience any damage or disruption of
service from this earthquake. Occurrence of other earthquakes could cause an interruption of
deliveries of water to and from the District until repairs could be affected, thus possibly
diminishing the value of the Enterprise and the amount of Revenues. See “THE DISTRICT
AND THE ENTERPRISE — Emergency Supplies” herein for a discussion of water supply
sources available to the District in an emergency.

The State of California has experienced severe droughts in the current and recent
years, which caused a significant reduction in, and, in some cases, elimination of, the amount
of water available from the State Water Project. Operational mandates for environmental
protection of the Sacramento-San Joaquin River Delta (the source of water for the State
Water Project) as imposed by federal and state regulatory agencies also impinge on the
amount of water available for delivery to contractors. In the State Water Project Draft Delivery
Reliability Report 2013, the State Department of Water Resources forecasts that, based on
historical precipitation patterns, current level of demand, and operating under these
environmental mandates, on average 60% of contractor requests will be met through 2033.
The State Water Project is a significant source of water delivered by the District, and for 2014
the preliminary estimate for deliveries from the State Water Project was initially 0%, but on
April 18, 2014 was increased to 5%. See “THE DISTRICT AND THE ENTERPRISE — Water
Sources and Supply; Water Purchases” herein.

Interruption of delivery of water for any reason will not alter the legal obligation of the
District to pay Debt Service Payments. However, a reduction in the availability of water could
materially adversely affect the Revenues. See “THE DISTRICT — Storage” herein.

Environmental Considerations

Bay-Delta. Most of California’s developed water supply flows into or is exported
through the Sacramento-San Joaquin River Delta/San Francisco Bay Estuary (Delta). Human
activity and changing environmental conditions coupled with a complex framework of federal
and state laws administered by numerous agencies have made management of the Delta
challenging.
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Recent State Water Legislation. In November 2009, the State enacted legislation
that created the Delta Stewardship Council (the “DSC”), to assume Bay-Delta management
responsibilities in lieu of the California Bay-Delta Authority. Under the legislation, the DSC
must work to achieve the “coequal’ goals of providing a more reliable water supply for
California and protecting, restoring, and enhancing 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 of the 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 May 16, 2013. Subsequently its 14 regulatory policies were approved by the Office
of Administrative 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
actions in state court challenging the legality of the Delta Plan, which actions are pending.

The legislation reshaped the existing Delta Protection Commission (the “DPC”) into a
15-member body primarily comprising local representatives from 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 of the Bay-Delta management plan
adopted by the DSC.

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

Finally, the legislation mandated that the State Water Resources Control Board
(“SWRCB”) conduct informational hearings and issue a report regarding criteria for Bay-Delta
outflows that would, in the SWRCB's opinion, protect and preserve public trust resources. In a
report that was unanimously adopted on August 3, 2010, SWRCB concluded that substantially
increased flows from rivers flowing into the Bay-Delta would be needed in the Delta ecosystem
if fishery protection was the sole purpose for which its waters were put to beneficial 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
communities covered by the plan, and provide the basis for long-term permits under the federal
Endangered Species Act and California Natural Community Conservation Planning Act for
operation of the State Water Project and the federal Central Valley Project (“CVP”) (collectively,
the “Water Projects”). The goal of the plan is to improve the reliability of Delta water supply,
while also restoring aquatic habitat and fish populations.

The State released a public draft of the BDCP in November 2013, and an accompanying
Draft Environmental Impact Report/Environmental Impact Statement (the “BDCP EIR/EIS”).
The BDCP EIR/EIS was prepared to fulfill the requirements of the 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 represents continuation of the 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 DWR 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 of the State.
However, this alternative is subject to change as DWR receives and considers public and
agency input on the environmental analysis. The District is unable to predict what the final
Preferred Alternative will be, or the financial or operational impact of such Preferred Alternative.

Stakeholders with diverse interests have expressed varying degrees of dissatisfaction
with the BDCP, which is being developed at the same time that certain restrictions on the Water
Projects are being challenged in pending lawsuits (as discussed below). The comment period
closed on July 29, 2014.

ESA Litigation. The listing of a number of fish species as threatened or endangered
under the federal and/or California Endangered Species Acts (respectively, the “Federal ESA”
and the “California ESA” and, collectively, the “ESAS”) have affected operations of the Water
Projects by reducing the amount of water pumped by the Water Projects and by limiting the
flexibility of both Water Projects. An annual environmental water account established under
the CALFED Bay-Delta Program as a means of meeting environmental flow requirements and
export limitations, which has been terminated, was intended to mitigate these impacts in the
past. Currently, six species, the Sacramento River winter-run and Central Valley spring-run
Chinook salmon, delta smelt, a distinct population segment of the North American green
sturgeon, Central Valley steelhead, and Southern Resident killer whales (“Southern Resident”)
are listed under the Federal ESA and are the subject of two biological opinions involving the
operation of the Water Projects.

The Federal ESA requires that before any federal agency authorizes, funds, or carries
out an action, it must consult with the appropriate federal wildlife agency to determine whether
the action is likely to jeopardize the continued existence of any threatened or endangered
species, or adversely modify the species’ critical habitat. The result of the 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 of jeopardy or adverse modification is
made) or reasonable and prudent measures (in the event a finding is made that the action is
not likely to result in jeopardy or adverse modification) that would allow the action to proceed
without causing jeopardy or adverse modification. Typically, an incidental take statement (or
“ITS”) accompanies the biological opinion. The ITS allows the action to proceed even though
it may result in some level of “take,” including harming or killing some members of the listed
species, incidental to the agency action, provided that the agency action complies with terms
and conditions set out by the federal wildlife agency.

On December 15, 2008, the United States Fish and Wildlife Service (the “Service”)
issued a biological opinion and ITS that govern operations of the Water Projects with respect
to the delta smelt and its critical habitat. The Service concluded that the continued long-term
operation of the Water Projects and cumulative effects are likely to jeopardize the continued
existence of the delta smelt. The Department of Water Resources sought and obtained a
consistency determination under the California ESA based, in part, on the 2008 Biological
Opinion. In the spring of 2009, several water agencies and other entities filed 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 May 19, 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 Water
Contractors, the Metropolitan Water District of Southern California, and the San Luis & Delta
Mendota Water Authority and Westlands Water District filed cross-appeals. On March 13,
2014, a divided three-judge panel of the Ninth Circuit issued a decision reversing the lower
court decision in part and affirming it in part. The Department of Water Resources, State
Water Contractors, Kern County Water Agency, the Coalition for a Sustainable Delta, the
Metropolitan Water District of Southern California, and the San Luis & Delta Mendota Water
Authority and Westlands Water District filed petitions for rehearing en banc seeking further
review of the case, which the Ninth Circuit denied. The State Water Contractors, Kern County
Water Agency, the Coalition for a Sustainable Delta, the Metropolitan Water District of
Southern California, and the San Luis & Delta Mendota Water Authority and Westlands Water
District filed a motion to stay indicating their intent to seek Supreme Court review. Because
the panel decision is not final, the lower court decision remanding the 2008 biological opinion
remains in place. These water supply restrictions could have a range of impacts on the
Agency's deliveries from the State Water Project depending on hydrologic conditions. Any
impacts in 2014 will be limited by the current allocation estimate of 5% for State Water Project
supplies.

On June 4, 2009, the National Marine Fisheries Service (“NMFS”) issued a biological
opinion and ITS on the proposed operations of the Water 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 of North American green sturgeon (“Green Sturgeon”), and the Southern Resident.
NMFES concluded that the long-term operations of the Water Projects and cumulative effects
are likely to jeopardize the continued existence of the winter-run and spring-run Chinook
salmon, the Central Valley steelhead, the Green Sturgeon, and the Southern Resident. NMFS
further concluded that the long-term operations would destroy or adversely modify the
designated critical habitat of the winter-run and spring-run Chinook salmon, the Central Valley
steelhead, and the proposed critical habitat of the Green Sturgeon. NMFS concluded that the
proposed operations are not likely to jeopardize the continued existence of the Central
California Coast steelhead. In the summer of 2009, public water agencies and farmers filed
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 plaintiffs in whole or in part with respect to about half of
the claims, while holding for defendants with respect to the balance of the claims. Plaintiffs
prevailed on their claim that Reclamation’s provisional adoption and NMFS’s and
Reclamation’s implementation of the 2009 biological opinion and its RPA violated NEPA. On
December 12, 2011, the Court entered a final judgment in the litigation. Under the judgment,
NMFS is required to complete a new biological opinion consistent with the requirements of law
by February 1, 2016.

The environmental defendants and federal agency defendants appealed the district
court’s decision to the U.S. Court of Appeals for the Ninth Circuit. Kern County Water
Agency, the Coalition for a Sustainable Delta, the State Water Contractors, the Metropolitan
Water District of Southern California, and the San Luis & Delta Mendota Water Authority and
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Westlands Water District filed cross-appeals. Argument is scheduled to occur in September
2014.

In addition to the litigation described above under the Federal ESA, the State Water
Contractors sued the Department of Fish and Game in the Superior Court of the State of
California for Alameda County alleging that the Department violated State law when it issued a
consistency determination under the California ESA that provides take coverage for operation
of the State Water Project based on the Service biological opinion and RPA. The lawsuit has
been dormant pending the outcome of the federal lawsuit regarding the Service biological
opinion.

The outcome of the existing or any threatened litigation regarding the listed species of
fish could influence how the Water Projects are operated. The Department of Water
Resources has altered the operations of the State Water Project to accommodate the listed
species. This change in operations has influenced the manner in which water is diverted from
the Bay-Delta and State Water Project deliveries. Additional changes in the operation of the
Water Projects could result from the consultation process for new biological opinions for listed
species under the Federal ESA or from the California Department of Fish and Game’s actions
regarding a consistency determination under the California ESA.

Impact on Supply and Cost. The staff of the Metropolitan Water District of Southern
California (“MWD"), the District’s primary source of water, has analyzed the ramifications for
MWD’s State Water Project supplies and its options for mitigating any reduction of State
Water Project supplies that may result from an adverse result to the litigation. In the event of
a shutdown of the State Water Project pumping plant that stopped deliveries of State Water
Project water for an extended period of time, MWD would be required to undertake
extraordinary measures to minimize the possibility of extreme water shortages within its
service area. These include calling for extraordinary conservation through an extensive public
outreach campaign, curtailing all deliveries for groundwater replenishment, cutting agricultural
deliveries by 30%, calling on additional withdrawals from groundwater conjunctive use and
storage programs and calling for additional voluntary fallowing in MWD's agricultural land
management program. MWD’s emergency storage requirement is established periodically to
provide a six-month water supply at 75% of member agencies retail demand under normal
hydrologic conditions. In addition to impacts on supplies, any such mitigation actions will most
likely have an impact on rates charged by MWD.

Conclusions. Decisions in these cases or future litigation, listings of additional
species or new regulatory requirements could adversely affect State Water Project operations
in the future by requiring additional export reductions, releases of additional water from
storage or other operational changes impacting water supply operations. The District cannot
predict the ultimate outcome of any of the litigation or regulatory processes described above
at this time or whether such outcome will result in any materially adverse impact on the
operation of the State Water Project pumps, MWD’s State Water Project supplies or reserves,
or MWD’s deliveries to the District. See “THE DISTRICT AND THE ENTERPRISE — Water
Sources and Supply; Water Purchases” and “— Storage” herein.

Impact of State Budget
The State has experienced serious budgetary shortfalls in recent years, although the

state is currently projected to end the 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
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Governor to deal with changing State revenues and expenditures. It is therefore anticipated
that there could be additional legislation in the future which addresses a shortfall. The District
cannot predict what measures may be proposed or implemented for the current Fiscal Year or
in the future. Given the magnitude of the State’s historical budgetary deficits, it is possible
that future legislation will impact revenues of local agencies. These developments at the
State level will most likely adversely affect local governments.

Proposition 1A, passed by the voters in 2004 (“Proposition 1A”), amended the
California Constitution to, among other things, prohibit the shift of property tax revenues from
cities, counties and special districts, except to address a “severe state financial hardship” (and
only then if (x) such amounts were agreed to be repaid with interest within three years, (y) the
State had repaid any other 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 governments through the suspension of
Proposition 1A, all of which was subsequently repaid.

The District currently does not anticipate that the State budget issues will materially
adversely impact the operation of its water operations or its ability to pay Debt Service
Payments or any of its other obligations as when due.

Proposition 26

On November 2, 2010, California voters approved Proposition 26, entitled the
“Supermajority Vote to Pass New Taxes and Fees Act”. Section 1 of Proposition 26 declares
that Proposition 26 is intended to limit the ability of the State Legislature and local government
to circumvent existing restrictions on increasing taxes by defining the new or expanded taxes
as “fees.” Proposition 26 amended Articles XIIIA and XIIIC of the State Constitution. The
amendments to Article XIIIA limit the ability of the State Legislature to impose higher taxes (as
defined in Proposition 26) without a two-thirds vote of the Legislature. Article XIIIC requires
that all new local taxes be submitted to the electorate before they become effective. Taxes for
general governmental purposes require a majority vote and taxes for specific purposes
(“special taxes”) require a two-thirds vote.

Proposition 26 is likely to further undergo both judicial and legislative scrutiny before
any long term impact on the District and its obligations can be determined. Certain provisions
of Proposition 26 may be examined by the courts for their constitutionality under both State
and federal constitutional law, the outcome of which cannot be predicted.

Loss of Tax Exemption

As discussed in this Official Statement under the caption “TAX MATTERS,” interest on
the Bonds could become includable in gross income for purposes of federal income taxation
retroactive to the date the Bonds were issued, as a result of future acts or omissions of the
District in violation of its covenants in the Indenture. Should such an event of taxability occur,
the Bonds are not subject to a special redemption and will remain outstanding until maturity or
until prepaid under one of the other redemption provisions contained in the Indenture.

In addition, legislation affecting the tax exemption of interest on the Bonds may be

considered by the United States Congress and the State legislature. Federal and state court
proceedings and the outcome of such 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
actions by a court, after the date of delivery of the Bonds will not have an adverse effect on
the tax exemption of interest on the Bonds or the market value of the Bonds.

IRS Audit of Tax-Exempt Issues

The IRS has initiated an expanded program for the auditing of tax-exempt issues,
including both random and targeted audits. It is possible that the Bonds will be selected for
audit by the IRS. It is also possible that the market value of the Bonds might be affected as a
result of such an audit of the Bonds (or by an audit of similar obligations).

Secondary Market for Bonds

There can be no guarantee that there will be a secondary market for the Bonds or, if a
secondary market exists, that any Bonds can be sold for any particular price. Occasionally,
because of general market conditions or because of adverse history or economic prospects
connected with a particular issue, secondary marketing practices in connection with a
particular issue are suspended or terminated. Additionally, prices of issues for which a market
is being made will depend upon then-prevailing circumstances. Such prices could be
substantially different from the original purchase price.

THE DISTRICT AND THE ENTERPRISE

The following material is descriptive of the 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 Water 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 of the District. The District's service area encompasses approximately 17.2
square miles and includes certain unincorporated areas of southeastern Los Angeles County,
including portions of Rowland Heights, La Puente, Hacienda Heights, the City of Industry and
the City of West Covina. The District contains residential, commercial and industrial
development. The District’'s service area has a population of approximately 60,000 persons,
and as of June 30, 2014 provided approximately 13,800 water service connections. The
District is governed by a five member Board of Directors, elected for 4-year terms. As
described below, the District's potable water supply is received from the State Water Project
(“SWP") and is purchased from the Metropolitan Water District of Southern California
(“MWD"). In February of 2014 the District completed construction of and commissioned the
La Habra Heights interconnection. This connection is capable of supplying up to 2,000 acre
feet per year from the Central Ground Water Basin.

The primary facilities comprising the Enterprise, as of June 30, 2014, included 17
potable water storage reservoirs with a total capacity of approximately 48 million gallons, 12
potable water booster stations to move water to different elevations, approximately 170 miles
of water transmission and distribution mains, 1 ground water well supplementing the recycled
system, 1 recycled booster station and a 5 million gallon recycled water storage reservoir, and
related control and telemetering systems. Pursuant to the Indenture, the ownership of certain
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components of the 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 Water District (see
“Recent and Future Enterprise Improvements” below). Prior to any such transfer, the District
will be required to certify that such transfer will not materially adversely affect the operation of
the Enterprise or the collection of Net Revenues.

The District is the sole provider of water service for residential, commercial and
industrial enterprises within its service area. Approximately 46% of District water demand,
currently approximately 4,933 acre-feet a year, is from residential users, and all of the
District's approximately 13,800 customers are billed based on individually metered water
usage. Based on projected build-out, the anticipated total water system demand is estimated

to be 18,000 acre-feet a year by the year 2020.

The District's Enterprise is under the direction of Ken Deck, the General Manager of

the District, and is operated by a staff of 26 full-time employees.

summarizes the operation of the Enterprise for the past six Fiscal Years.

TABLE 1

ROWLAND WATER DISTRICT
SUMMARY OF OPERATIONS

(As of June 30)

The following table

2009 2010 2011 2012 2013 2014
Treated Water Purchased® 12,409 11,273 10,901 11,002 11,423 11,500
Potable Water Sold"" 11,845 11,170 10,489 10,788 11,097 11,278
Change from previous year (4.37%) (5.70%)  (4.44%) 2.85% 2.86% 1.63%
Number of Service Connections*”
Residential 11,541 11,567 11,540 11,557 11,536 11,540
Commercial/lndustrial 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/lrrigation/Other 42 43 43 43 240 250
TOTAL 13,580 13,633 13,629 13,760 13,842 13,866
Change from previous year 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 of Imported Water $/a-f $600 $692 $754 $793 $849 $875

Source: Rowland Water District.
(1) In acre-feet.

(2) Excludes temporary meters.
(3) Estimated.

Service connections in the Enterprise range in diameter from 3/4-inch to 12-inches. All

water production and consumption is metered. A summary of service connections to the
Enterprise for the most recent six fiscal years is contained in Table 1 above. The District
currently projects that service connections will increase 1.0% a year for the current and next
four fiscal years.
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Land Use Projections

The County is primarily responsible for land use policy for most of the area served by
the District, with the remaining areas under the jurisdiction of the Cities of Industry and West
Covina. Significant amounts of undeveloped land exist within the District. A condition of new
development is that the developer provide infrastructure sufficient to provide water service for
each lot in the proposed development. There are currently no plans for construction of any
material number of new homes in the current year. There are plans for an additional 3,600
homes within the District in various stages of planning (the “Aera Master Planned
Community”). In August 2007 the District completed a Water Supply Assessment (the “Water
Supply Assessment”) for the Aera Master Planned Community. While the Water Supply
Assessment determined that the District would need to add two new connections to its primary
source of water (see “Water Sources and Supply; Water Purchases” below) it did not
anticipate that to be a problem. In addition, the developer of the Aera Master Planned
Community will be required to provide all financing for additional facilities needed to serve the
development. The Water Supply Assessment concludes that the District will be able to
provide water to the development if and when it is completed. The current use projections are
approximately 3,634 acre-feet a year of potable water, which could be reduced to 1,635 acre-
feet a year with the planned use of recycled water. It is the District's understanding that due
to the current economic environment development of this project is not actively progressing.

The Walnut Creek Energy Park (“WCEP”) has recently commenced operation. The
WCEP is a 500-megawatt (MW) electricity peaking facility consisting of five natural gas-fired
turbine-generators, which will be cooled with recycled water supplied by the District. The $280
million facility is located in the City of Industry, and is projected to have an annual demand of
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
facility used approximately 244 acre-feet. The District currently plans to service this demand
with local non-potable groundwater sources from the Puente Basin, supplemented with
recycled water purchased from the City of Industry (as described below under “Water Sources
and Supply; Water Purchases”). The District can provide no assurance that the WCEP will
operate as currently anticipated.

Recent and Future Enterprise Improvements

The District has an ongoing capital improvement plan with respect to the Enterprise as
a result of anticipated 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,
developers may be required to pay an “acreage supply fee” 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 of projects financed with proceeds of the
2012 Bonds, including an interconnection with California Domestic Water Company and
rehabilitation of certain wells.

Since until 2014 the District was 100% dependent on imported water for its potable
water supplies, it has been working in partnership with Walnut Valley Water District (“Walnut
Valley”), which is in a similar circumstance, to increase water supply reliability and offset future
cost increases (the “Regional Water Supply Reliability Program” or “RWSRP”). The District
and Walnut Valley amended the Agency’s Joint Powers Agreement to provide the mechanism
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for the two agencies to work in partnership. The District entered into a Water Production and
Delivery Agreement, dated as of May 16, 2012, with La Habra Heights County Water District
(LHHCWD) and Orchard Dale Water District (ODWD) (the “LHH Agreement”) for the delivery
of approximately 2,000 acre feet per year of potable water from the Central Groundwater
Basin (the “Central Basin”) in southeast Los Angeles County. Additionally, the District entered
into a Production and Delivery Agreement, dated January 11, 2012, with California Domestic
Water Company (CDWC) (the “CDWC Agreement”) for the delivery of approximately 5,000
acre feet of potable water from a combination of the Main San Gabriel Basin (MSGB) and the
Central Basin. Water is currently being delivered under the LHH Agreement. While the
facilities have been transferred to the Agency, the District operates the facilities and the water
supply from 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 of water
under the LHH Agreement is less than the cost of imported supplies (currently approximately
$650 an acre-foot). Environmental review and design work has been completed on facilities
to implement the CDWC Agreement, and construction is underway with an expected
completion date of December 2014. These projects were funded with proceeds of the 2012
Bonds.

The Los Angeles County Superior Court recently approved amendments to the Main
San Gabriel Basin (MSGB) Judgment to allow for water storage within the basin and exports
out of the basin. The District, in conjunction with Walnut Valley, currently has 10,000 acre feet
(with each agency having 5,000 acre feet) stored in a Cyclic Storage account in the MSGB
through the Three Valley Municipal Water District (“TVMWD”). The District is currently in
negotiations to establish a storage and export agreement relative to MSGB groundwater in its
own name. The Agency has also purchased 365 acre feet (of which the District is entitled to
half) of ground water rights within the Central Basin and is pursuing the procurement and or
lease of additional rights.

Phase 2 of the RWSRP (the “Alternative Water Supply Project”) will include the
development of production and delivery agreements and the design of infrastructure to move
alternate water supplies to the District and Walnut Valley from potentially the Covina Irrigating
Company and the City of La Verne, and to provide additional treatment capacity.

To successfully complete any future long term water transfers, additional financing
may be required to purchase water rights and construct the infrastructure necessary to extract
the water from the groundwater basins, along with treatment and conveyance systems. The
District’s rate study recently completed by Atkins anticipates the Alternative Water Supply
Project could cost at least $20 million, a portion of which is being funded from proceeds of the
2012 Bonds, and the rate increases reflected in the study were designed to include funding
this project. The District does not have any current plans to issue additional obligations to
fund the Alternative Water Supply Project. See “SECURITY FOR THE BONDS - Limitations
on Parity Obligations and Superior Obligations” herein for a discussion of conditions which
must be satisfied prior to issuance of any parity obligation.

Water Sources and Supply; Water Purchases

The District obtains imported water from the TVMWD, which is a member agency of the
Metropolitan Water District of Southern California (“MWD”). The MWD is a public corporation
organized in 1928 under the authority of the Metropolitan Water District Act. TVMWD was
formed in 1950 (originally named the “Pomona Valley Municipal Water District,” it changed its
name in 1986) for the purpose of transporting state water project (“SWP”) and Colorado River
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water to supplement the local water supply. Water purchases are delivered via a network of
reservoirs, aqueducts and pumping facilities.

The primary source of supply of imported water is MWD’s Weymouth Treatment Plant in
La Verne, which currently produces a blend of SWP and Colorado River water. Water from the
Weymouth facility is conveyed through two pipelines. The first pipeline is MWD’s Orange
County Feeder, which transitions from the Weymouth facility south to Orange County, passing
on the easterly side of the District. The District has two connections to the Orange County
feeder. The second pipeline is the Pomona, Walnut, and Rowland Joint Water Line (PWR),
which was constructed in partnership among the three entities to bring water from the
Weymouth treatment facility to each agency. The pipeline is operated under the governance of
the PWR Joint Water Line Commission, a joint powers authority. In addition, the TVMWD
Miramar treatment facility, which treats SWP water, is connected to this pipeline, allowing the
agencies to purchase surplus water from TVMWD when such surplus supplies are available.
The total water purchased from TVMWOD is currently 13 million gallons per day (“mgd”), which is
approximately 100% of the current daily usage for the District. In Fiscal Year 2013/14, the
District satisfied 97% of its annual domestic potable water demands from imported water
supplies. Through all of its connections, the District has the physical capacity to purchase 35
mgd.

As discussed above, construction of the interconnection between the District and CDWC
is currently under construction, with a capability of delivering 5,000 acre feet of potable water.
Negotiations are currently underway with Covina Irrigating Company to supply surplus potable
water to the District. It is anticipated that an agreement between the two agencies will be
presented to each governing body by September or October of this year. The District is also in
negotiations with the City of La Verne and the Golden State Water Company to refurbish and
use ground water production wells that were previously shut down due to nitrate contamination.
The District has presented to the California Department of Health a ten percent engineering
design and has received a approval to continue moving forward with the project. Additionally,
the District has applied for and has received approval form the IRWMP leadership committee to
submit the project to the State Water Resources Control Board for Proposition 84 grant funding
of $3 million.

The District has access to MWD water through its purchase arrangement with TVMWOD.
MWD currently imposes a two-tier rate structure. As a member, TVMWD and MWD entered
into a 10-year purchase order for imported water supply, dated January 1, 2003 (the “TVMWD
Purchase Order”), pursuant to which TVMWD agreed to purchase a minimum of 60% of the
previous ten years’ water purchases. The TVMWD Purchase Order was subsequently
extended through December 31, 2014. MWD has indicated in its disclosure documents that
extensions or replacements of member agency purchase orders is expected to be addressed in
the second half of 2014. Under the TVMWD Purchase Order, TVMWD is entitled to purchase
sufficient amounts of untreated water necessary to sustain its water system at a cost of $593
per acre-foot (plus certain pass-through amounts). While TVMWD purchases, and subsequent
supply to the District, are subject to the overall availability of MWD water supplies, TVMWD has
never been unable to obtain requested deliveries from MWD, and the District has never been
unable to obtain requested deliveries from TVMWD. MWD imposes transmission costs, debt
service allocation and other costs on the imported water supply, which are passed on by
TVMWD to the District, and by the District to its customers (see “Water Rates and Charges”
below).
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The District overlies the Puente Ground Water Basin, which is a fairly shallow aquifer
compared to surrounding aquifers. The water quality within the basin is very poor quality, with
high levels of total dissolved solids, nitrates and volatile organic compounds. Additionally, since
the basin is primarily composed of clay soils, the quantity of water produced from the basin is
low. Because of the poor quality and low quantity it is not cost effective to treat water pumped
from the basin to potable water standards, so therefore the water is used as supplement to the
recycled water system described below. See “Groundwater Contamination” below.

MWD faces a number of challenges in providing a reliable and high quality water supply
for its members, including the District. These include, among others: (1) the need to reduce
deliveries from the Sacramento Delta to protect sensitive species and habitat; (2) the increased
competition for low-cost water supplies; (3) variable weather conditions; and (4) increased
environmental regulations for clean and safe drinking water. In response to these challenges,
MWD, the District and the other member agencies have implemented a number of actions.
Those actions are detailed in certain disclosure documents prepared by MWD as described
below. Working closely with its member agencies, in 1996 MWD initiated a long-term water
planning process that ultimately led to the preparation of its Integrated Water Resources Plan
(IRP).

The IRP is a water management framework with an increased emphasis on regional
collaboration. The IRP which was recently updated in 2010 is designed to (1) ensure a reliable
and high quality water supply over the next 25 years; (2) coordinate the planning activities
among Southern California’s water 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 this reliability goal, the 2010 IRP update seeks to stabilize MWD’s traditional imported
water supplies and establish water reserves to withstand California’s inevitable dry cycles and
growth in water demand. The 2010 IRP takes additional steps by promoting water use
efficiency to further ensure reliability. The IRP spells out a strategy to buffer the region from
future changing circumstances through accelerated conservation and local supply development.
Furthermore, it advances long-term planning for potential future contingency resources, such as
storm water capture and large-scale seawater desalination, in close coordination with MWD’s
26 member agencies and other utilities.

MWD has many other ongoing projects and programs aimed at increasing water supply
reliability and reducing vulnerability to droughts. Such programs include funding for local
recycled and groundwater recovery projects, water transfer projects, conservation projects, and
off-river, groundwater, and regional storage projects. MWD faces various serious challenges in
the continued supply of imported water to its members, including the District. A description of
these challenges as well as a variety of other operating information with respect to MWD is
included in certain disclosure documents prepared by MWD. MWD has entered into certain
continuing disclosure agreements pursuant to which it is contractually obligated, for the benefit
of owners of certain of its outstanding obligations, to file certain annual reports, notices of
certain material events as defined under Rule 15c2-12 of the Exchange Act (“Rule 15c¢2-12")
and annual audited financial statements with certain information repositories. MWD has not
entered into any contractual commitment with the District, the Trustee or the Owners of the
Bonds to provide information. MWD has not reviewed this Official Statement and has not made
any representations or warranties with respect to the accuracy or completeness of the
information contained or incorporated herein, including information with regard to MWD.
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MWD'’s Internet home page is located at www.mwdh2o0.com, and MWD’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 Water Management Plan 2010 Update for MWD, MWD has
determined that it expects to reliably meet projected water demands within its respective service
areas through the year 2035, even under a repeat of the worst single-year and multiple-year
drought events. However, these estimates may be affected by the final determination of certain
environmental challenges. See “RISK FACTORS - Environmental Considerations” herein for a
discussion of certain recent environmental issues which have affected, or could affect in the
future, the ability of MWD to obtain water from the SWP.

The District has also entered into an agreement with the City of Industry (the “City”) to
purchase up to 1,600 acre feet per year of recycled water, although its ultimate goal is to utilize
approximately 3,500 acre-feet a year. Pursuant to an ordinance of the District, parks,
cemeteries, commercial/retail landscaping and public turf/field areas are required to be irrigated
with recycled water if it is available, and users are provided approximately a 77% discount over
comparable potable prices for such use. The City has a contract with Los Angeles County
Sanitation District No. 2 to purchase up to 10,000 acre feet per year of wastewater for treatment
in its facility. The City's recycled water system consists of the San Jose Creek Waste Water
Treatment Facility, with a pump station located at the San Jose Creek Waste Water Treatment
Facility, to pump water east through approximately seven miles of 36” pipeline to a centrally
located storage and pumping facility. This facility consists of two steel reservoirs with a total
capacity of 4 million gallons, one pumping facility to supply water to the Industry Hills Golf
Course and a newly constructed pumping facility that houses pumps for the District, Suburban
Water System and the City. In 2010 the District completed construction of the recycled pipeline
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
constructed in part with proceeds of the Prior Obligations.

In connection with its recycled water program, the District has entered into an
agreement, dated September 23, 2005, with MWD and TVMWD (the “LRP Agreement”) by
which it is participating in MWD'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 MWD’'s imported water supply. Pursuant to the LRP
Agreement, the District will receive a subsidy payment from MWD for up to 1,884 acre-feet of
recycled water per year. The LRP Agreement, which terminates in 2030, provides for current
subsidy payments of $100 per acre-foot, declining to $50 an acre-foot in 2016 through the
remaining term of the LRP Agreement.

MWD'’s planning and development of a variety of storage programs has lessened the
impacts of the drought in Southern California, and has enabled MWD to make deliveries as
requested by TVMWD. In addition, a set forth in the following table, the District has made
significant progress in developing local ground water sources and expanding its recycled water
system to offset its import supplies.

In July 2011 the District prepared an update to its urban water management plan (the
“UWMP”), as required by the California Water Code. The UWMP projected that the District is
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capable of meeting the water demands of its customers in normal, single dry, and multiple dry
years between 2015 and 2035. The District is required to update the UWMP every 5 years.

Historical water production by the District is summarized in the following table.

TABLE 2
ROWLAND WATER DISTRICT
SUMMARY OF WATER PRODUCTION BY SOURCE®
(As of June 30)

Imported Imported Imported Groundwater Total
Year Wells® Recycled® MWD (TVMWD) Sources®  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% -- 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® 140 900 10,000 500 -- 11,540

Source: Rowland Water District.

(1) In acre-feet.

(2) Non-potable.

(3) Estimated.

(4) Includes approximately 2,245 acre feet placed into storage.

(5) District currently projects receiving approximately 1,000 acre-feet in Fiscal Year 2014/15.

Storage

Storage has been provided for the existing water transmission and distribution system to
reduce peak flows in the pipeline, provide uniform pressure regulation and provide a continuous
source of water supply for limited periods of time when main sources of supplies are
interrupted. The District has 17 reservoirs with a storage capacity of approximately 148 acre-
feet. This capacity provides the Enterprise with approximately 2 days (based on average daily
use) of emergency supplies. The District has an emergency connection with Suburban Water
System, an adjacent private water company, and 3 potable water emergency connections and 1
recycled water emergency connection with Walnut Valley Water District.

Groundwater Contamination
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 variety of industrial processes. While the District has a single well that
produces a limited amount of groundwater, it is of poor quantity and quality. Due to the
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expense of treatment 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.

Water Demand and Deliveries

The District records the volume of water delivered by the Enterprise. Over the past ten
years, the District has delivered, on average, 11,880 acre feet of potable water, with the
declining trend in recent years primarily attributable to conservation efforts and the development
of the District’s recycled water system. The following table summarizes treated water deliveries
for the most recent fourteen Fiscal Years.

TABLE 3
ROWLAND WATER DISTRICT
HISTORIC POTABLE WATER DELIVERIES®
(Fiscal Year)

Total Percent of Ten Change Over
Year Delivered Year Average 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 (2.8)
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% 11,278 94.9 1.6

Source: Rowland Water 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 of non-potable uses by potable
sources).

TABLE 4
ROWLAND WATER DISTRICT
HISTORIC NON-POTABLE WATER DELIVERIES™
(As of June 30)

Total
Year Delivered
2009 276
2010 302
2011 407
2012 751
2013 1,003
2014@ 1,040

Source: Rowland Water District.
(1) In acre-feet.
(2) Estimated.

The District estimates that potable water delivered by the Enterprise for the current and
next five Fiscal Years will increase by approximately 1% a year. Actual potable water deliveries
may vary materially from such estimated amounts. Upon ultimate build out of the recycled
water system, the District estimates delivery of approximately 3,500 acre feet to a variety of
landscape and industrial users.

Conservation Requirements and Contingency Plans

State Senate Bill No. 7, titled the “Sustainable Water Use and Demand Reduction”
(“SBx 77”), was signed 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 by December 31, 2020,
by reducing per capita water use by at least 10% over baseline use, on or before December
31, 2015. SBx 7 also requires each urban retail water supplier (including the District) to
develop urban water use targets and an interim water use target in accordance with specified
requirements. The District established a per capita water use target 146.53 gallons per capita
per day (GPCD) to comply with the legislation (based on the District’'s baseline use of 153.96
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
and Charges” below).

The District actively participates in various MWD residential and commercial rebate
programs, as well as school and public education and outreach programs and other programs.
These programs include plumbing code enforcement, plumbing retrofit rebates, turf and
landscape replacement incentive programs, educational programs and water audits.
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Water Quality Compliance

Imported water from MWD is provided to the District already treated. The kind and
degree of water treatment which is also effected through the Enterprise is regulated, to a large
extent, by the federal government. Clean water standards set forth in the Safe Drinking Water
Act and the Environmental Protection Act continue to set standards for the operations of the
Enterprise and to mandate its use of technology. In the event that the California Department of
Health Services or the Federal government, either acting through the Environmental Protection
Agency or by adoption of additional legislation, should impose stricter quality standards upon
the Enterprise, its expenses would increase accordingly and rates and charges would have to
be increased to offset those expenses. It is not possible to predict the direction which State
and federal regulation will take with respect to water treatment.

Enterprise Rates and Charges

General. In accordance with California law, the District may, from time to time, fix, alter
or change fixed monthly system access fees, commodity charges and other fees related to the
Enterprise. Consequently, the District periodically reviews water rates. In accordance with
California law, the District reviews such charges and fees to determine if they are sufficient to
cover operation and maintenance costs, capital improvement expenditures and debt service
requirements. Such charges and fees are set by the District for the services provided by the
Enterprise after a public hearing is held. Neither the District nor the Enterprise is subject to the
jurisdiction of, or regulation by, the California Public Utilities Commission or any other regulatory
body in connection with the establishment of charges and fees related to the Enterprise. See
“RISK FACTORS - Proposition 218" herein for a discussion of the treatment of the District’'s
rates and charges in light of Proposition 218.

The District staff periodically determines the accuracy of the Enterprise rate structure
after full consideration of expected operations, maintenance and capital costs. The following
table discloses the current schedule of water rates and charges of the District in effect on
January 1, 2014. The water rate schedule consists of two components: a service charge
based on meter size and a quantity charge for the amount of water used. The current service
charges recover most of the District’s fixed costs. The current quantity charges recover most of
the variable costs.

The District’s previous rate increase went into effect in January of 2014. The District
subsequently engaged the engineering services of WS 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 of 2012, which includes
increases for years 2013 through 2017. The rate increases reflect a pass-through of MWD’s
currently scheduled water rate increases of 3% for the next 5 years, and purchase and
commodity costs to cover maintenance of the Enterprise, debt service payments, reserve
requirements and other District obligations. The rate increase further provides for automatic
adjustments over the next 5 years in the event the MWD costs increase or decrease from the
current scheduled rates.

The District pumps water to six different pumping zones. The commodity rate for Zone

1 is the base rate before pumping charges. The pumping rate for each zone is added to the
charge for each lower elevation zone. Pumping charges are applied to all user classes.
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Pursuant to Board action taken on October 9, 2012, the District adopted the water rates
set forth in the following tables. The District currently expects to undertake a new 5-year rate
study in the latter part of 2015.
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ROWLAND WATER DISTRICT
ENTERPRISE QUANTITY RATES AND CHARGES
(Adopted October 9, 2012)

Potable Water Rates for Single Family Residential

Pressure 2012 Rate as Rate as Rate as Rate as Rate as
Zone Usage™ Rate® of 1/1/13% of 1/1/14% of 1/1/15% of 1/1/16" of 1/1/27%

Zone | 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 | 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 4.00 412 4.23 4.34

Zone Il 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 4.28 441 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.

37



Potable Water Rates for Commercial and Multi-Family

Pressure 2012 Rate as of Rate as of Rate as of Rate as of Rate as of
Zone Rate® 1/1/13%® 1/1/149 1/1/15® 1/1/16W 1/1/179

Zone | $2.32 $2.70 $2.80 $2.90 $2.97 $3.04
Zone |l 2.45 2.80 3.00 3.10 3.18 3.26
Zone lll 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 Water Rates

2012 Rate as Rate as Rate as Rate as Rate as
Rate of 1/1/13 of 1/1/14 of 1/1/15 of 1/1/16 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.

ROWLAND WATER DISTRICT
ENTERPRISE WATER SERVICE CHARGES
(Adopted October 9, 2012)

Potable/Recycled Monthly Water Service Charge for all Customer Classes®

Meter 2012 Rate as Rate as Rate as Rate as Rate as
Size Rate of 1/1/13 of 1/1/14 of 1/1/15 of 1/1/16 of 1/1/17
5/8” $ 19.31 $ 2353 $ 2424 $ 2496 $ 25.12 $ 2591

3" 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) Excluding Construction/Temporary and Fire Service.
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Fire Service — Device Charge

The table below sets forth the fire service charge, which was not changed by the recent
Board action.

Meter Bi-Monthly
Size 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 of average monthly bill for a single family
residential unit with a 5/8-inch meter in the District to those of surrounding communities, utilizing
20 hfc (approximately 14,960 gallons) of water per month.

TABLE 5
ROWLAND WATER DISTRICT
MONTHLY BILL COMPARISON®
(As of June 30, 2013)

Community Monthly Residential Bill
Ontario $69.00
District® 63.00
Fullerton 61.00
Walnut 70.00
Yorba Linda 58.82
Pomona 53.62

Source: Rowland Water District.

(1) Includes monthly meter and commodity charges.

(2) Reflects current rates. Reflects average zone pumping cost, so
includes a component of pumping to highest elevations in the District.

The District anticipates reviewing its rates periodically, and raising rates as future needs
of the Enterprise increase.

In addition to the service and quantity charges, the District charges new 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) of undeveloped land, or the actual cost of the
infrastructure necessary for connection to the Enterprise.

Collection Procedures
The District is on a monthly/bi-monthly billing cycle. Customers on a bi-monthly cycle

have 30 days to pay the charges. If not paid within the 30 days, they receive a late bill including
a $10.00 late fee giving them an additional 10 days to pay. If not paid, they receive a 48-hour
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door hanger, which includes an additional $20.00 charge, and notifies the customer that water
service will be discontinued if the balance due is not paid within the 48-hour period. Customers
on a monthly cycle have approximately 25 days to pay the balance due. If not paid within this
time period, their next monthly bill indicates that they are given approximately 12 days to pay
the previous balance due, including a $10.00 late fee. If the previous balance due is not paid
prior to the specified due date, a 48-hour door hanger is given, including an additional $20.00
fee and if the balance due is not paid, service is discontinued. Currently, approximately 2.45%
of accounts are considered delinquent by the District.

Outstanding Enterprise Indebtedness

As of the date of issuance of the Bonds, the only other indebtedness secured by Net
Revenues is the 2012 Installment Purchase Contract which secures the Agency’s 2012 Bonds,
which are secured on a parity basis with the Bonds.

Largest Customers

The following are the ten largest water customers of the Enterprise based on 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
approximately 16.6% of estimated total operating revenues for the same period.

TABLE 6
ROWLAND WATER DISTRICT
TEN LARGEST POTABLE WATER CUSTOMERS®
(As of June 30, 2014)

Water Percent of Gross Percent of
Customer Consumption® Total® Revenues Total®
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
Ecolab Inc. 26,269 0.54 72,096 0.51
Bay Valley Foods 25,903 0.53 71,014 0.50
The Palms Apts. 19,443 0.40 53,284 0.38
Totals 847,413 17.26% $2,324,707 16.58%

Source: Rowland Water District.

(1)
(2)
(3)

(4)

Estimated, unaudited.

In ccf's; based on average monthly consumption.

Based on total of approximately 4,912,697 ccf’s (approximately 11,278 acre-feet) delivered in
Fiscal Year 2013/14.

Based on total of approximately $14,002,615 of water sale revenues in Fiscal Year 2013/14.
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The following table illustrates the allocation of water sales (excluding service charges)
for Fiscal Year 2013/14 by connection category.

TABLE 7
ROWLAND WATER DISTRICT
ALLOCATION OF WATER SALES REVENUES
(Fiscal Year 2013/14)

Category % of Revenue”
Residential 60.0%
Business 33.0
Public 1.0
Industrial 0.5
Recycled 5.0
Other 0.5

Source: Rowland Water District.
(1) Water sales only; excludes service charges. Estimated.

Reserves

Pursuant to Resolution No. 12-2001, adopted December 11, 2001, the District Board
established a Reserve Policy with respect to its unrestricted reserve funds. The Reserve Policy
provides that all unrestricted reserve funds of the District are to be held in either the Operations
Fund or the Capital Facilities Fund. The goal of the Reserve Policy is to maintain on deposit in
the Operations Fund (i) an amount equal to approximately 25% of annual operations costs as
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 was on deposit in the operating reserve, $976,591 was on deposit in
the rate stabilization fund, and $500,000 was the unrestricted fund balance.

The purpose of the Capital Facilities Fund is to fund scheduled rehabilitation and
replacement of capital facilities, and to improve facilities to meet future demand and regulatory
requirements, and includes an Expansion Reserve, a Capital Improvement Reserve and a
Minor Equipment Reserve. The Expansion Reserve component is intended 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 facilities or
fund facilities for new development, and are available for payment of debt service on the Bonds
and the 2012 Installment Payments if proceeds of the Bonds or 2012 Installment Payments are
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 of facilities, with the goal of maintaining on deposit an
amount equal to approximately 50% of annual depreciation expenses. As of June 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 was on deposit in the minor equipment
reserve.

The following chart illustrates the reserves of the District for Fiscal Years 2004 through

2014. While the reserves may be allocated by the District to pay debt service on the Bonds and
2012 Installment Payments (except for amounts in the Expansion Reserve, unless such
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payments relate to use of Bond or 2012 Installment Payments proceeds for which such reserve
may be expended), they are not pledged for such purpose. Such reserves may be utilized at
any time for lawful expenditures by the District, and no assurance can be made that the
reserves will be available to pay debt service on the Bonds. The Reserve Policy is subject to
change by future Board action.

TABLE 8
ROWLAND WATER DISTRICT
UNENCUMBERED RESERVES

(As of June 30)

Fiscal Ending Fund Percent
Year Balance™ 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% 16,980,820 (13.51)
2013 17,568,206 3.46
2014 16,642,270 (5.56)

Source: Rowland Water District.

(1) Includes only amounts available to pay Installment Payments.

(2) Reduction primarily reflects use of reserves for one-time purchase of
water rights and stored water.

Retirement Plan

All eligible employees of the District are enrolled in the California Public Employees’
Retirement System (“PERS”), an agent multiple-employer public employee defined benefit
pension plan. The District pays 100% of the employer share. In most cases, PERS provides
retirement and disability benefits, annual cost-of-living adjustments and death benefits to plan
members and beneficiaries. PERS acts as a common investment and administrative agent for
participating public entities within the State. The District pays and reports 100% of the value of
the employee share as special for the purpose of retirement benefit calculations. The District’'s
portion for contribution of the employee rate is determined by the District Board of Directors.
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 expenditures are budgeted to be $560,000. The
District has an unfunded accrued liability to the plan at June 30, 2014 of approximately
$3,761,269.

The Governmental Accounting Standards Board (GASB) has issued Statement No. 45,
Accounting and Financial Reporting by Employers for Post-Employment Benefits Other Than
Pensions (GASB 45), which addresses how state and local governments must account for and
report their obligations related to post-employment healthcare and other non-pension benefits
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(OPEB). GASB 45 requires that local governments account for and report the annual cost of
OPEB and the outstanding obligations and commitments related to OPEB in essentially the
same manner as they currently do for pensions. The District began implementation of GASB
45 for its Fiscal Year ending June 30, 2009.

The District’s annual OPEB cost is calculated based on the annual required contribution
of the employer (ARC), an amount actuarially determined in accordance with GASB 45. The
ARC represents a level of funding that, if paid on an ongoing basis, is projected to cover normal
cost each year and to amortize any unfunded liabilities of the plan over a period not to exceed
thirty years.

The District provides post-retirement benefits to qualifying retirees (those who have
reached the age of 55 with 15 consecutive years of service) 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 funded monthly on a pay-as-you-go basis.
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 of the next two fiscal years to the fund.
There are 7 eligible participants that received benefits in Fiscal Year 2013/14. Based on an
actuarial study prepared for the District in connection with the implementation of GASB 45, as
of July 1, 2013 the District’s accrued liability for these benefits was approximately $4,062,469.
An updated actuarial study is expected to be completed in 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
returns over a 15-year period with experience gains and losses paid for over a rolling 30-year
period. After this change, PERS will employ an amortization and smoothing policy that will
pay for all gains and losses over a fixed 30-year period with the increases or decreases in the
rate spread directly over a 5-year period. The new amortization and smoothing policy will be
used for the first time in the June 30, 2013 actuarial valuations. These valuations will be
performed in the fall of 2014 and will set employer contribution rates for the Fiscal Year
2015/16. While the District currently estimates that these changes in amortization and
smoothing policies will increase its contribution levels by approximately 2.4% to 4.8%% over
the five year period, it has not determined how this will be reflected in the District’s budgets for
such periods.

These adjustments have been undertaken in order to address underfunding of the
PERS funds, which arose from significant losses incurred as a result of the economic crisis
arising in 2008 and persists due to a slower than anticipated, subsequent economic recovery.
The District is unable to predict what the amount of PERS liabilities will 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
web site 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 of 2013 (“PEPRA”") and amended various
sections of the California Government Codes. PEPRA (i) increases the retirement age for
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new State, school, and city and local agency employees depending on job function, (ii) caps
the annual PERS pension benefit payouts, (iii) addresses numerous abuses of the system,
and (iv) requires State, school, and certain city and local agency employees to pay at least
half of the costs of their PERS pension benefits. PEPRA applies to all public employers
except the University of California, charter cities and charter counties (except to the extent
they contract with PERS). The provisions of PEPRA went into effect on January 1, 2013 with
respect to new State, school, and city and local agency employees hired on that date and
after; existing employees who are members of employee associations, including employee
associations of the District, will have a five-year window to negotiate compliance with PEPRA
through collective bargaining. If no deal is reached by January 1, 2018, a city, public agency
or school district could force employees to pay their half of the costs of PERS pension
benefits, up to 8% of pay for civil workers and 11% or 12% for public safety workers.

PERS has predicted that the impact of PEPRA on employers and employees will vary,
based on each employer’s current level of benefits. To the extent that the new formulas lower
retirement benefits, employer contribution rates could decrease over time as current
employees retire and employees subject to the new formulas make up a larger percentage of
the workforce. This change 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 historically experienced recruitment challenges due to higher pay for similar jobs in
the private sector.

The District is unable to predict the amount of future contributions it will have to make
to PERS as a result of the implementation of PEPRA (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 accessed through the PERS web site at
www.calpers.ca.gov. The references to this internet website is for reference and convenience
only; the information contained within the website may not be current, has not been reviewed
by the District and is not incorporated herein by reference.

The District’s Financial Report for the Fiscal Year ended June 30, 2013, and in particular
the Notes thereto, includes additional information on the District's pension liabilities and
available funding and postemployment liabilities and funding. See APPENDIX B hereto.

Property Tax Revenues; Assessed Valuations

The levy and collection of ad valorem property taxes provides a source of funds for the
District. Property taxes received by the District represent the District’s share of the $1 per $100
county-wide ad valorem property tax levy collected by the County. The taxes collected are
allocated to taxing agencies within the County, including the District, on the basis of a formula
established by State law enacted in 1979. Under this formula, the County and all other taxing
entities receive a base year allocation plus an allocation on the basis of growth in assessed
value (new construction, change of ownership and inflation) prorated among the jurisdictions
which serve the tax rate areas within which the growth occurs. Tax rate areas are specifically-
defined geographic areas which were developed to permit the levying of taxes for less than
county-wide or less than city-wide special districts.

There can be no assurance that the allocation formula currently established by State law

will continue in the future. If the formula is changed in the future, it could have a material
adverse effect on the receipt of property tax revenue of the 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 of a share of the 1% county-wide ad valorem property tax, see “RISK
FACTORS — Impact of State Budget” herein.

The following table provides a record of secured assessed valuation and tax collections
within the District and the amount the District received as its share of the 1% property tax during
the six most recent Fiscal Years.

TABLE 9
ROWLAND WATER DISTRICT
SECURED ASSESSED VALUATION AND TAX COLLECTION®™

Total Secured

Fiscal Year Assessed Valuation Property District Property
(As of June 30) Within District Tax Levy Tax Revenue®
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: Los Angeles County Auditor’'s Reports: Secured Tax Apportionment Ledger
and Assessed Value Agency Report.
(1) Excludes amounts collected for general obligation bond debt service, and District’s
share of interest and penalties on delinquencies.
(2) Estimated.

Historic Operating Results

The following table is a summary of audited operating results of the Enterprise for Fiscal
Years 2009/10 through 2012/13 and a summary of estimated operating results of the Enterprise
for Fiscal Year 2013/14. See APPENDIX B for the audited financial statement for the Fiscal
Year ended June 30, 2013. The auditor has not reviewed such statements in connection with
their inclusion in this Official Statement, nor has the District requested such a review. Selected
information from the aforementioned audited financial statements has been used to prepare the
following five-year comparative summary of revenues and expenses.

The results presented in the following summary are qualified in their entirety by
reference to the respective annual consolidated audited financial statements of the District,
including the notes thereto. Copies of the audited financial statements for the District's other
Fiscal Years can be obtained at the office of the General Manager.

The District currently expects to undertake a new 5-year rate study in the latter part of
2015. In addition, the District expects that new water sources coming on line (see “Recent and
Future Enterprise Improvements” above) will provide less expensive water then that currently
purchased from MWD.
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Operating Revenues
Water Sales
Water Service

Total operating revenues

Operating Expenses
Water purchases
Pumping and power
Transmission and distribution
Customer services
Depreciation
Other
General and admin.

Total operating expenses
Operating income (loss)

Non-operating Revenues (Expenses)
Investment income
Property taxes
Gain (loss) from sale of assets
Interest Expense
Amortization of debt discount and costs
Miscellaneous

Total non-operating revenues (expenses)
Net income (loss) before capital contribution
Capital contribution

Change in net assets

Net assets (July 1) (as restated)
Net assets (June 30)

Net Revenue

2008 Certificates/2012 Bonds Debt Service
Debt Service Coverage

(@)

Source: District audited financial statements.
(1) Estimated, unaudited.

TABLE 10
ROWLAND WATER DISTRICT

HISTORIC OPERATING RESULTS

(Fiscal Year Ended June 30)

2010 2011 2012
$10,290,586 $10,970,159  $11,443,758
4,282,079 4,705,043 4,910,386
14,572,665 15,675,202 16,354,144
7,464,916 8,463,400 8,953,225
735,326 868,504 834,151
871,616 949,055 1,005,971
153,994 151,983 137,355
1,381,191 1,855,561 2,120,426
489,157 410,439 455,365
3,239,603 3,307,605 3,764,181
14,335,803 16,006,547 17,270,674
236,862 (331,345) (916,530)
639,479 306,029 391,966
250,528 226,424 255,964
3,975 20,853 26,128
(216,175) (1,033,334) (1,128,955)
(16,785) (16,785) (16,785)
206,573 186,353 186,741
867,595 (310,730) (284,941)
1,104,457 (642,075) (1,201,471)
155,868 237,776 164,056
1,260,325 (404,299) (1,037,415)
62,478,296 63,738,621 63,759,220
$63,738,621 $63,334,322 $62,721,805
$2,714,633 $2,243,022 $1,964,087
$1,429,457 $1,477,750 $ 1,407,870
1.90 1.52 1.40

(2) 2012 restated to reflect capitalization of recently completed recycled water system improvements.

46

2013

$13,195,812
5,666,651

18,862,463

10,033,145
845,228
1,518,173
122,420
2,211,497
301,870
4,245,888

19,278,221
(415,758)

303,285
325,159

(1,586,698)
(204,538)
164,854

(997,938)
(1,413,696)
328,639
(1,085,057)
62,637,982
$61,552,925
$1,961,919
$1,493,090
1.31

2014%

$13,591,686
5,836,651

19,428,337

10,233,808
862,133
1,548,536
124,868
2,255,727
307,907
4,330,806

19,663.785
(235,448)

309,351
331,662

(1,928,300)
(27,295)
168,151

(1,146,431)
(1,381,879)
221,585
(1,160,294)
63,798,276
$62,637,982
$3,051,028
$2,634,975
1.16



Projected Operating Results
The District's estimated projected operating results for the Enterprise for the Fiscal

Years ending June 30, 2015 through June 30, 2019 are set forth below, excluding depreciation.
The District currently expects to undertake a new 5-year rate study in the latter part of 2015.
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TABLE 11
ROWLAND WATER DISTRICT

PROJECTED OPERATING RESULTS

(Fiscal Year ending June 30)

2015 2016 2017 2018 2019
Revenues
Water Sales-Consumption™ $13,806,020 $14,294,754 $14,800,788 $15,324,736 $15,867,231
Water Sales-Service Charge'” 5,928,692 6,138,568 6,355,873 6,580,871 6,813,834
Interest Income® 254,105 263,100 272,414 282,057 292,042
Property Taxes™ 338,295 345,061 351,962 359,002 366,182
Miscellaneous® 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(s)
Purchased Water and Power 13,276,701 13,746,696 14,233,329 14,737,189 15,258,885
Other Operating Expenses 314,065 325,183 336,695 348,614 360,954
General and Administrative 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 1,123,549 1,293,094 1,290,819 1,290,744 1,290,219
Total Debt Service'® $2,274,899 $2,444,669 $2,443,269 $2,441,494 $2,445,794
Debt Service Coverage'” 1.20 1.15 1.19 1.23 1.26

Source: Rowland Water District and Underwriter.

(1) Assumes annual growth of 3.54%.

(2) Includes interest on funds held by the District and the Trustee at an assumed return of 2.00%.

(3) Assumes growth of 2.00% annually.

(4) Income from lease of property and other miscellaneous income. Assumes growth of 2.00% annually.

(5) Excludes depreciation. Expenses are projected to increase by 3.54% annually, although general expenses reflect a reduction in 2018 due to
termination of expected contributions to the OPEB trust fund (see “Retirement Plan” above)..

(6) Maximum annual debt service on the Bonds and 2012 Bonds is $2,512,750, which occurs in the Bond Year ending December 1, 2039.

(7) See “SECURITY FOR THE BONDS - Limitations on Parity Obligations and Superior Obligations” herein for a discussion of conditions which
must be satisfied prior to issuance of any parity obligation.
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TAX MATTERS
General

In the opinion of Bond 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 of the opinion that 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 it is included in adjusted current earnings for purposes of
the federal alternative minimum tax imposed on individuals and corporations. The opinions
described in the preceding sentences assume the accuracy of certain representations and
compliance by the District with covenants designed to satisfy the requirements of the 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 purposes retroactive to the date of issuance of the 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 of the opinion
that under existing laws, regulations, rulings and judicial decisions, interest on the Bonds is
exempt from State of California personal income taxes.

The accrual or receipt of interest on the Bonds may otherwise affect the federal income
tax liability of the owners of the Bonds. The extent of these other tax consequences will depend
upon such owners’ particular tax status and other items of income or deduction. Bond Counsel
has expressed no opinion regarding any such consequences. Purchasers of the Bonds,
particularly purchasers that are corporations (including S corporations and foreign corporations
operating branches in the United States), property or casualty insurance companies, banks,
thrifts or other financial institutions, certain recipients of social security or railroad retirement
benefits, taxpayers otherwise entitled to claim the earned income credit, or taxpayers who may
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 of purchasing or
owning the Bonds.

Backup Withholding. As a result of the enactment of the Tax Increase Prevention and
Reconciliation Act of 2005, interest on tax-exempt obligations such as the Bonds is subject to
information reporting in a manner similar to interest paid on taxable obligations. Backup
withholding may be imposed on payments made after March 31, 2007 to any bondholder who
fails to provide certain required information including an accurate taxpayer identification number
to any person required to collect such information pursuant to Section 6049 of the Code. The
new reporting requirement does not in and of itself affect or alter the excludability of interest on
the Bonds from gross income for federal income tax purposes or any other federal tax
consequence of purchasing, holding or selling tax-exempt obligations.

Tax Treatment of Original Issue Discount and Premium. If the initial offering price to
the public (excluding bond houses and brokers) at which a Bond is sold is less than the amount
payable at maturity thereof, then such difference constitutes “original issue discount” for
purposes of federal income taxes and State of California personal income taxes. If the 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 of the tax basis of a
purchaser of such Bond (other than a purchaser who holds such Bond as inventory, stock in
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trade or for sale to customers in the ordinary course of business) over the principal amount of
such Bond constitutes “original issue premium” for purposes of federal income taxes and State
of California personal income taxes.

Under the Code, original issue discount is excludable from gross income for federal
income tax purposes to the same extent as interest on the Bonds. Further, such original issue
discount accrues actuarially on a constant interest rate basis over the term of each such Bond
and the basis of such Bond acquired at such initial offering price by an initial purchaser of each
such Bond will be increased by the amount of such accrued discount. The Code contains
certain provisions relating to the accrual of original issue discount in the case of purchasers of
the Bonds who purchase such Bonds after the initial offering of a 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 of ownership of
such Bonds. All holders of such Bonds should consult their own tax advisors with respect to the
allowance of a deduction for any loss on a sale or other disposition to the extent that calculation
of such loss is based on accrued original issue discount.

Under the Code, original issue premium is amortized for federal income tax purposes
over the term of such a Bond based on the purchaser’s yield to maturity in such Bonds, except
that in the case of such a Bond callable prior to its stated maturity, the amortization period and
the yield may be required to be determined on the basis of an earlier call date that results in the
lowest yield on such Bond. A purchaser of such a Bond is required to decrease his or her
adjusted basis in such Bond by the amount of bond premium attributable to each taxable year
in which such purchaser holds such Bond. The amount of bond premium attributable to a
taxable year is not deductible for federal income tax purposes. Purchasers of such Bonds
should consult their tax advisors with respect to the precise determination for federal income tax
purposes of the amount of bond premium attributable to each taxable year and the effect of
bond premium on the sale or other disposition of such a Bond, and with respect to the state and
local tax consequences of owning and disposing of such a Bond.

Changes in Federal and State Tax Law

From time to time, there are legislative proposals in the Congress and in the various
state legislatures that, if enacted, could alter or amend federal and state tax matters referred to
above or adversely affect the market value of the Bonds. It cannot be predicted whether or in
what form any such proposal might be enacted or whether if enacted it would apply to bonds
issued prior to enactment. In addition, regulatory actions are from time to time announced or
proposed and litigation is threatened or commenced which, if implemented or concluded in a
particular manner, could adversely affect the market value of the Bonds. It cannot be predicted
whether any such regulatory action will be implemented, how any particular litigation or judicial
action will be resolved, or whether the Bonds or the market value thereof would be impacted
thereby. Purchasers of the Bonds should consult their tax advisors regarding any pending or
proposed legislation, regulatory initiatives or litigation. The opinions expressed by Bond
Counsel are based upon existing legislation and regulations as interpreted by relevant judicial
and regulatory authorities as of the date of issuance and delivery of the Bonds and Bond
Counsel has expressed no opinion as of any date subsequent thereto or with respect to any
pending legislation, regulatory initiatives or litigation.
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Form of Opinion

The form of Bond 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 to change.

NO LITIGATION

There is no action, suit or proceeding known to be pending or threatened, restraining
or enjoining the issuance or delivery of the Bonds or the Indenture or in any way contesting or
affecting the validity of the foregoing or any proceedings of the District taken with respect to
any of the foregoing. The District is not aware of any litigation pending or threatened
guestioning the existence or powers of the District or the ability of the District to pay principal
or interest on the Bonds.

Although the District is subject to a number of lawsuits in the ordinary conduct of its
affairs, there are no claims or actions, threatened or pending, which, if determined against the
District, either individually or in the aggregate, would have a material adverse effect on the
financial conditions of the District, Net Revenues or the Revenue Fund.

RATINGS

Standard & Poor's Ratings Service, a Standard & Poor’s Financial Services LLC
business (“Standard & Poor’s”) has assigned its municipal bond rating of “AA-" to the Bonds
as of the Closing Date, with a “negative” outlook. The rating reflects only the views of such
organization, and an explanation of the significance of such ratings may be obtained from
Standard & Poor’s. There is no assurance that either rating will continue for any given period
of time or that it will not be revised downward or withdrawn entirely by such 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 of any rating obtained. Any
such downward revision or withdrawal of such rating may have an adverse effect on the
market price of the Bonds.

PROFESSIONAL FEES

In connection with the issuance of the Bonds, fees payable to Nossaman LLP as Bond
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 of the
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 financings and matters unrelated to the Bonds.

FINANCIAL ADVISOR

The District has retained Urban Futures, Inc., Orange, California, as Financial Advisor
for the sale of the 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 of the 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 distributing municipal or other public securities.
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VERIFICATION OF MATHEMATICAL ACCURACY

Upon delivery of the Bonds, Causey, Demgen & Moore Inc., Denver, Colorado, will
deliver its independent certified public accountants’ verification report on the mathematical
accuracy of certain computations, contained in schedules provided to it which were prepared on
behalf of the District by the Underwriter, relating to the sufficiency of the anticipated receipts
from the securities deposited with the Escrow Agent (the “Escrow Securities”) to pay, when due,
the principal whether at maturity or upon prior redemption, interest and redemption premium
requirements of the Prior Obligations. See “THE REFUNDING PLAN” above.

The report of Causey, Demgen & Moore Inc. will include the statement that the scope
of its engagement is limited to verifying the mathematical accuracy of the computations
contained in such schedules provided to them, and that it has no obligation to update its report
because of events occurring, or data or information coming to its attention, subsequent to the
date of its report.

CERTAIN LEGAL MATTERS

Upon the delivery of the Bonds, Nossaman LLP, Irvine, California, Bond Counsel, will
issue its opinion approving the validity of the Bonds, the form of which 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 matters will be passed upon for the Underwriter by Orrick, Herrington &
Sutcliffe LLP, Los Angeles, California.

UNDERWRITING

The District has agreed to sell the Bonds to Mitsubishi UFJ Securities (USA), Inc., as
underwriter (the “Underwriter”), and the Underwriter has agreed, subject to certain conditions,
to purchase the Bonds at a purchase price of $21,666,544.55 (principal amount of the Bonds
of $20,060,000, less an underwriter's discount of $80,240.00, and plus net original issue
premium of $1,686,784.55). The obligations of the Underwriter are subject to certain
conditions precedent, and it will be obligated to purchase all such Bonds if any such Bonds
are purchased. The Underwriter intends to offer the Bonds to the public initially at the prices
and/or yield set forth on the cover page of this Official Statement, which prices or yields may
subsequently change without any requirement of prior notice.

The Underwriter reserves the right to join with dealers and other underwriters in
offering the Bonds to the public. The Underwriter may offer and sell Bonds to certain dealers
(including dealers depositing Bonds into investment trusts) at prices lower than the public
offering prices, and such dealers may reallow any such discounts on sales to 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, if commenced, may be discontinued at any time.

The Underwriter has entered into an agreement with UnionBanc Investment Services
LLC (“UBIS") pursuant to which UBIS may distribute certain municipal securities offerings
underwritten by Mitsubishi UFJ Securities (USA), Inc., including the Bonds. Pursuant to this
agreement, Mitsubishi UFJ Securities (USA), Inc. will share a portion of its underwriting
compensation with UBIS with respect to the Bonds.
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From time to time, Mitsubishi UFJ Securities (USA), Inc. and its affiliate, MUFG Union
Bank, N.A. (formerly Union Bank, N.A.), provide various services to District including
commercial banking and other services for which they receive customary compensation.

ADDITIONAL INFORMATION

Any statements in this Official Statement involving matters of opinion, whether or not
expressly so stated, are intended as such and not as representations of fact. This Official
Statement is not to be construed as a contract or agreement between the District and the
purchasers or Owners of any of the Bonds.

The execution and delivery of this Official Statement have been authorized by the
members of the District.

ROWLAND WATER DISTRICT

By: /sl Ken Deck
General Manager
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ROWLAND WATER DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS
(CONTINUED)

June 30, 2013 and 2012

8. INSTALLMENT PURCHASE CONTRACT PAYABLE (CONTINUED):

Maturities of the installment purchase contract and interest payments subsequent to June 30, 2013

as follows:

Year Ending Principal Interest Total
2014 $ 380,000 $ 777241  $ 1,157,241
2015 385,000 766,350 1,151,350
2016 395,000 756,575 1,151,575
2017 410,000 742,450 1,152,450
2018 425,000 725,750 1,150,750

2019-2023 2,390,000 3,374,275 5,764,275

2024 - 2028 2,905,000 2,860,375 5,765,375

2029 - 2033 3,405,000 2,359,456 5,764,456

2034 - 2038 4,035,000 1,736,719 5,771,719

2039 -2042 5.105.000 663.625 5.768.625
Total $ 19.835.000 $ 14762816 $ 34.597.816

9. COMPENSATED ABSENCES:

In accordance with the District’s policy, employees may accrue up to 240 hours of vacation. For
the years ended June 30,2013 and 2012, the total accrued vacation liability for all employees
totaled $148,044 and $142,445, respectively.

Also, in accordance with the District’s policy, employees may accrue up to 352 hours of sick leave.
Upon attaining 352 hours, the employee may exercise a one-time option to exchange sick leave
hours for cash or vacation time. Upon separation, retirement or death, an employee shall receive as
additional retirement benefit, an amount equal to 50% of accrued hours for unused sick leave pay
for up to 352 hours, or 176 hours. The District has modified the Employment Agreement in
regards to the General Manager’s sick leave benefits. The Manager shall receive the same sick
leave benefits, upon the same terms and conditions, as provided to all other District employees,
except that upon retirement or other termination of the Manager’s employment. The Manager is
entitled to receive 100% of accrued sick leave up to 1,000 hours in the event of separation from
employment. For the years ended June 30, 2013 and 2012, the total accrued sick leave liability for
all employees totaled $175,734 and $178.,906, respectively.

See independent auditors’ report.
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ROWLAND WATER DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS
(CONTINUED)

June 30, 2013 and 2012

10. DEFERRED COMPENSATION PLAN:

The District has adopted a deferred compensation plan (the Plan) created in accordance with
Internal Revenue Code Section 457. The Plan, available to all District employees, permits them to
defer a portion of their salary until future years. The funds are not available to employees until
termination, retirement, death or an unforeseeable emergency. Employees may contribute to the
Plan up to 25% of their annual compensation, not to exceed limits established in the Internal
Revenue Code. The District does not make any contributions to this Plan. Deferred compensation
plan assets are not included in the financial statements as the plan assets are held in trust to protect
them from general creditors of the District.

11. EMPLOYEE RETIREMENT PLANS:
a. Plan Description:

Rowland Water District contributes to the Miscellaneous 2.5% at 55 Risk Pool and
Miscellaneous 2% at 62 Risk Pool of the California Employees Retirement System (CalPERS),
cost sharing, multiple-employer public employee defined benefit pension plans. CalPERS
provides retirement and disability benefits, annual cost-of-living adjustments, and death
benefits to plan members and beneficiaries. CalPERS acts as a common investment and
administrative agent for participating public entities within the State of California. The
Miscellaneous 2% at 62 Risk Pool was created by California Employees’ Pension Reform Act
(PEPRA) as of January 1, 2013, and is open to all new employees who do not qualify for the
Miscellaneous 2.5% at 55 Risk Pool. Benefit provisions and all other requirements are
established by State statute and District resolutions. Copies of CalPERS’ annual financial report
may be obtained from their Executive Office located at, 400 P Street, Sacramento, CA 95814.

b. Funding Policy:

The contributions to the Miscellaneous 2.5% at 55 Risk Pool include an employee portion of
8% of current covered payroll. The District has elected to contribute the employee portion.
The District is also required to contribute any actuarially determined remaining amounts
necessary to fund the benefits for its members. The actuarial methods and assumptions used
are those adopted by the CalPERS Board of Administration. The required employer
contribution rate for the year ended June 30,2013 was 16.871%. The contribution
requirements of the plan members are established by State statute and the employer
contribution rate is established and may be amended by CalPERS.

See independent auditors’ report.
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ROWLAND WATER DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS
(CONTINUED)

June 30, 2013 and 2012

11. EMPLOYEE RETIREMENT PLANS (CONTINUED):
b. Funding Policy (Continued):

The contributions to the Miscellaneous 2% at 62 Risk Pool include an employee portion of
6.25% of current covered payroll which the Districts is prohibited from paying on behalf of the
employees. The required employer contribution rate of the fiscal year ended June 30, 2013 was
6.25%. The contribution requirements of the plan members and the District are established by
state statute.

The District’s contributions to the Miscellaneous 2.5% at 55 Risk Pool for the years ended
June 30, 2013, 2012 and 2011, which were all prepaid by the District at the beginning of the
year, were $345,787, $334,641, and $230,905, respectively. These contributions were equal to
the required contributions for each year. There were no contributions to the Miscellaneous 2%
at 62 Risk Pool during the fiscal year ended June 30, 2013.

On July 15, 2013, the District paid $384,274 to pay off the remaining balance of the Side Fund
that had been created as a result of the mandate by the State to participate in the Miscellaneous
2.5% at 55 Risk Pool back on July 1, 2005. This amount has been included in accounts payable
as of June 30, 2013 as the Side Fund relates to past service costs.

12. OTHER POST-EMPLOYMENT BENEFITS (OPEB):
a. Plan Description:

The District has a single-employer other post-employment benefit plan that provides medical,
dental and vision coverage to 24 active employees and 8 retired employees through the ACWA
health program. At retirement, the District provides a contribution for the continuation of these
coverage’s for eligible retirees. Eligibility for a District contribution requires retirement from
the District and under PERS on or after age 50 with at least 5 years of service. The District
provides 100% of the cost of coverage for the retiree and any covered spouse.

Employees hired on or after July 1, 2009 are eligible for a District contribution if retiring from
the District and under PERS on or after age 55 with at least 15 years of continuous District
service. The District provides 100% of the cost of coverage for the retiree only.

A stand-alone financial report is not issued for this plan and it is not included in the report of
PERS or another entity.

See independent auditors’ report.
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ROWLAND WATER DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS
(CONTINUED)

June 30, 2013 and 2012

12. OTHER POST-EMPLOYMENT BENEFITS (OPEB) (CONTINUED):
b. Funding Policy:

The contribution requirements of plan members and the District are established and may be
amended by the District, District’s Board of Directors, and/or the employee associations.
Currently, contributions are not required from plan members. The District has been typically
funding this OPEB plan on a pay-as-you-go basis. For the years ended June 30, 2013
and 2012, the District paid $103.,272 and $117,642, respectively, in health care costs for its
retirees and their covered dependents. In addition the District made a $285,000 contribution to
a trust account established to fund the District’s net OPEB obligation for the year ended
June 30, 2013.

c. Annual OPEB Cost and Net OPEB Obligation:

The District’s annual OPEB cost (expense) is calculated based on the annual required
contribution of the employer (ARC), an amount actuarially determined in accordance with
parameters of GASB Statement 45 applied prospectively. The ARC represents a level of
funding that, if paid on an ongoing basis, is projected to cover normal cost each year and to
amortize any unfunded liabilities of the plan over a period not to exceed thirty years.

The following table shows the components of the District’s annual OPEB cost for the year, the
amount actually contributed to the plan, and changes in the District’s net OPEB obligation to

the Retiree Health Plan:
2013 2012

Annual required contribution $ 346,266 $ 420,952
Interest on net OPEB obligation 52,667 25,230
Adjustment to annual required contribution (47.596) (22.890)

Annual OPEB cost (expense) 351,337 423,292
Actual contributions made (388.272) (117.642)

Increase (decrease) in net OPEB obligation (36,935) 305,650
Net OPEB Obligation - beginning of year 810.255 504.605
Net OPEB Obligation - end of year $ 773.320 $ 810.255

See independent auditors’ report.
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ROWLAND WATER DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS
(CONTINUED)

June 30, 2013 and 2012

12. OTHER POST-EMPLOYMENT BENEFITS (OPEB) (CONTINUED):
d. Three-Year Trend Information:

The District’s annual OPEB cost, the percentage of annual OPEB cost contributed to the plan,
and the net OPEB obligation for the years ended June 30, 2013, 2012 and 2011 were as

follows:
Percentage
Fiscal Annual of Annual Net
Year OPEB OPEB Costs OPEB

Ended Cost Contributed Obligation
6/30/11 $ 410,541 126.22% $ 504,605
6/30/12 423,292 27.79% 810,255
6/30/13 351,337 110.50% 773,320

e. Funded Status and Funding Progress:

As of July 1,2012, the plan was 8.99% percent funded. The actuarial accrued liability for
benefits was $4,499.844, and the actuarial value of assets was $404,434, resulting in an
unfunded actuarial accrued liability (UAAL) of $4,095,410. The estimated covered payroll
(annual payroll of active employees covered by the plan) was $2,145,129 and the ratio of the
UAAL to the covered payroll was 190.92%.

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and
assumptions about the probability of occurrence of events far into the future. Examples include
assumptions about rates of employee turnover, retirement, mortality, as well as economic
assumptions regarding claim costs per retiree, healthcare inflation and interest rates. Amounts
determined regarding the funded status of the plan and the annual required contributions of the
employer are subject to continual revision as actual results are compared with past expectations
and new estimates are made about the future. The schedule of funding progress, presented as
required supplementary information following the notes to basic financial statements, presents
multi-year trend information about whether the actuarial value of plan assets is increasing or
decreasing over time relative to the actuarial accrued liabilities for benefits.

See independent auditors’ report.
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ROWLAND WATER DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS
(CONTINUED)

June 30, 2013 and 2012

12. OTHER POST-EMPLOYMENT BENEFITS (OPEB) (CONTINUED):
f. Actuarial Methods and Assumptions:

Projections of benefits for financial reporting purposes are based on the substantive plan (the
plan as understood by the employer and the plan members) and include the types of benefits
provided at the time of each valuation and the historical pattern of sharing of benefit costs
between the employer and plan members to that point. The actuarial methods and assumptions
used include techniques that are designed to reduce the effects of short-term volatility in
actuarial accrued liabilities and the actuarial value of assets, consistent with the long-term
perspective of the calculations. The entry age normal cost method was used for the actuarial
valuation as of July 1,2012. Significant assumptions included a discount rate of 5% per
annum, projected salary increases of 3.25% per annum and medical trend rates that start at
9.0% for HMO and 9.5% for PPO coverage in the initial year and are decreased 0.5% per year
to an ultimate rate of 5.0%. The unfunded actuarial accrued liability is being amortized over
an initial 30 years using the level-percentage-of-pay method on a closed-basis. The remaining
amortization period is 30 years.

13. RISK MANAGEMENT:

The District is a member of the Association of California Water Agencies Joint Powers Insurance
Authority (Insurance Authority). The Insurance Authority is a risk-pooling self-insurance
authority, created under provisions of California Government Code Sections 6500 et. seq. The
purpose of the Insurance Authority is to arrange and administer programs of insurance for the
pooling of self-insured losses and to purchase excess insurance coverage.

At June 30, 2013, the District participated in the self-insurance programs of the Insurance
Authority as follows:

Property Loss - The Insurance Authority has pooled self-insurance up to $50,000 per occurrence
and has purchased excess insurance coverage up to $100,000,000 (total insurable value of
$43,363,657). The District has a $2,500 deductible for buildings, personal property and fixed
equipment, a $1,000 deductible for mobile equipment and a $500 deductible for licensed vehicles.

General Liability - The Insurance Authority has pooled self-insurance up to $2,000,000 per
occurrence and has purchased excess insurance coverage of $58,000,000. This program does not
have a deductible.

Auto Liability - The Insurance Authority has pooled self-insurance up to $2.000,000 per
occurrence and has purchased excess insurance coverage of $58,000,000. This program does not
have a deductible.

See independent auditors’ report.
-51-



ROWLAND WATER DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS
(CONTINUED)

June 30, 2013 and 2012

13. RISK MANAGEMENT (CONTINUED):

Public Officials’ Liability - The Insurance Authority has pooled self-insurance up to $2,000,000
per occurrence and has purchased excess insurance coverage of $58,000,000.

Fidelity Bond - The Insurance Authority has pooled self-insurance up to $100,000 per occurrence.
The District has a $1,000 deductible.

Public Official Bond - The District has purchased a $200,000 bond to cover the general manager’s
faithful performance of duty.

Workers® Compensation - Insured up to the statutory limit; the Insurance Authority is self-insured
up to $2,000,000 and excess insurance coverage has been purchased up to the statutory limit.
Employer’s liability is insured up to the statutory limit. The Insurance Authority has pooled
self-insurance up to $2,000,000 and has purchased excess insurance coverage of $2,000,000.

Underground Storage Tank Pollution Liability - The Insurance Authority is self-insured up to
$500,000 per occurrence and has purchased excess coverage of $3,000,000. The District has a
$10,000 deductible.

The District pays annual premiums for these coverages. They are subject to retrospective
adjustments based on claims expended. The nature and amount of these adjustments cannot be
estimated and are charged to expenses as invoiced. There were no instances in the past three years
where a settlement exceeded the District’s coverage.

14. UNRESTRICTED NET POSITION:

The District has adopted a policy to designate reserves of unrestricted net position. Total reserves
were designated as follows as of June 30, 2013 and 2012:

2013 2012
Designated reserves for:

Operations $ 3,610,000 §$ 2,902,500
Rate stabilization 976,591 1,533,565

Capital funding including expansion of
facilities and future repairs and maintenance 11.868.713 11.517.486
Total Designated Reserves 16.455.304 15,953,551
Undesignated net position 1.112.902 3.014.294
Total Unrestricted Net Position $ 17.568.206 § 18.967.845

See independent auditors’ report.
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ROWLAND WATER DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS
(CONTINUED)

June 30, 2013 and 2012

15. COMMITMENTS AND CONTINGENCIES:

The District has entered into a water production and delivery agreement with another party to
receive groundwater produced on behalf of the District. Under the terms of the agreement, the
District is required to contribute $2,000,000 to the other party for necessary expansion,
rehabilitation and improvements of their facilities as a result of this agreement. The District made
one payment in the amount of $660,000 in fiscal year 2011-2012. Of that amount, $330,000 is due
from another district and is included in other receivable in the accompanying statements of net
position and $330,000 was expensed in the accompanying statements of revenues, expenses and
changes in net position. The remaining $1,340,000 ($670,000 of which is due from another
District) is due upon meeting certain conditions set forth in the agreement.

16. RESTATEMENT OF NET POSITION:
Net position as of July 1, 2012 has been restated as follows:
Net position as previously reported $ 62,120,843
Reduction in net position to remove unamortized
bond issuance costs as a result of the implantation
of GASB Statement No. 65 (294,390)
Addition to record investment in joint venture of
Pomona-Walnut-Rowland Joint Water

Line Commission 629,428

Addition to record investment in joint venture of
Puente Basin Water Agency ($1,651,987 net of

$1,491,025 reclassified from water rights) 160,962
Addition to record costs related to construction in progress

that were previously expensed 21.139
Net position as restated $ 62.637.982

See independent auditors’ report.
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ROWLAND WATER DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS
(CONTINUED)

June 30, 2013 and 2012

16. RESTATEMENT OF NET POSITION (CONTINUED):

The following balances as of and for the year ended June 30, 2012 were restated as a result of these
corrections:

As Originally As
Reported Restatement Restated

Statement of Net Position
Capital assets, not being depreciated $ 4.839.858 $§ (1.469.886) $ 3,369,972
Bond issuance costs, net 294,390 (294,390) -
2,281,415 2,281,415

Investment in joint ventures -
Accrued net OPEB obligation 659,134 (46,882) 612,252
Net position:
Net investment in capital assets 43,615,335 (1,469.886) 42,145,449
Unrestricted 16,980,820 1,987,025 18,967,845
Statement of Revenues, Expenses and
Changes in Net Position
Nonoperating revenues (expenses):
Income from investment in
joint ventures - 92.241 92.241
Change in net position (1,213.,479) 92,241 (1,121,238)
Net position - beginning of year 63,334,322 424,898 63,759,220
Net position - end of year 62,120,843 517,139 62,637,982

Statement of Cash Flows
Acquisition and construction
of capital assets (3,401,249) 1,570,569 (1,830,680)
Contributions to joint ventures - (1,570,569) (1,570,569)

17. SUBSEQUENT EVENTS:

Events occurring after June 30, 2013 have been evaluated for possible adjustments to the financial
statements or disclosure as of November 12, 2013, which is the date these financial statements
were available to be issued.

See independent auditors’ report.
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ROWLAND WATER DISTRICT
REQUIRED SUPPLEMENTARY INFORMATION

For the years ended June 30, 2013 and 2012

OTHER POST-EMPLOYMENT BENEFIT PLAN
SCHEDULE OF FUNDING PROGRESS

Retiree Health Plan
Unfunded

Actuarial Actuarial Actuarial Estimated

Accrued Value Accrued Annual UAAL as a
Actuarial Liability of Assets Liability Funded Covered % of Covered
Valuation (AAL) (AVA) (UAAL) Ratio Payroll Payroll

Date (@) (b) (a)-(b) (b)/(a) (© [(@)-()]/(c)

07/01/09  $ 4,645,724  $ - $ 4,645,724 0.00% $ 1,964,000 236.54%
07/01/12  $ 4,499,844  § 404,434 $ 4,095,410 8.99% $ 2,145,129 190.92%

See independent auditors' report.
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ROWLAND WATER DISTRICT
SCHEDULES OF OTHER OPERATING EXPENSES

For the years ended June 30, 2013 and 2012

2013 2012

Engineering $ 22,012 $ 36,243
Maintenance and operations 23,247 18,669
Small tools and supplies 19,356 23,845
Water tests 22,482 25,761
Certification, fees and permits 40,332 113,023
Water supply planning and development 174,441 237,824

TOTAL OTHER OPERATING EXPENSES $ 301,870 $ 455,365

See independent auditors' report.
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ROWLAND WATER DISTRICT
SCHEDULES OF GENERAL AND ADMINISTRATIVE EXPENSES

For the years ended June 30, 2013 and 2012

2013 2012
Salaries and wages $ 898,864 $ 914,609
Payroll taxes 159,495 156,215
Insurance 670,875 707,107
Automobile expenses 58,248 90,120
Service charges 135,295 57,777
Office supplies and expenses 259,881 151,817
Utilities 74,152 61,199
Professional services 331,930 351,719
Membership fees and dues 42,744 40,180
Conferences and travel 67,928 40,841
Directors' fees and expenses 31,790 30,492
Public relations 160,794 128,054
Repairs and maintenance 14,734 6,667
Pension plan contributions 889,957 492,030
Other post employment benefits 351,337 423,292
Seminars and training 41,638 57,786
Conservation rebate program expenses 1,442 5,602
Taxes, permits and fees 7,020 6,728
Uncollectable accounts 14,420 -
Miscellaneous 33,344 41,946
TOTAL GENERAL AND
ADMINISTRATIVE EXPENSES $ 4.245.888 $ 3,764,181

See independent auditors' report.
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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 Sandards
issued by the Comptroller General of the United States, the financial statements of Rowland Water
Digtrict (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 interna 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 interna 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 atimely 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, aternative 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 Sandards.

Purpose of ThisReport

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
Didtrict’s internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Sandards in considering the District’s internal control and
compliance. Accordingly, thiscommunication is not suitable for any other purpose.

LT Dlolosn) Jhe ) Thpna) L7
Irving, Cdifornia
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:

We have acted as Bond Counsel to the Rowland Water District (the “District”) in
connection with the sale, execution and delivery of $ aggregate principal amount of
the District's Water 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 Articles10 and 11, Chapter 3, Part 1, Division 2, Title5
(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 Bank of New York Mellon 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 pay principal of and interest on the Bonds solely from
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 with the 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 conformity to the original documents
of all copies submitted to us. We 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
guestions 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 duly adopted by the District and constitutes the
valid and binding obligation of the District enforceable against the District in accordance with its
terms. The Indenture creates a valid lien on and pledge of the Net Revenues and other funds
pledged thereby for the security of the Bonds, in accordance with the terms of the Indenture, on
a parity basis with all additional parity obligations 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 any constitutional or statutory debt 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 which the District has levied or pledged any form of taxation.

4. Interest received by the 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 by the 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 Tax Certificate 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 comply with such covenants. We
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 any such representations are untrue or the District
fails to comply with such covenants. Except as stated above, we express no opinion as to any
federal tax consequences 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) may be 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 enforceability of the
Bonds or the Indenture may be 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. We
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 with respect thereto.

Respectfully submitted,
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 Water 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 Bank of New York Mellon 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 by the 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
apply to any capitalized 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 3 and 4 of this Disclosure Agreement.

“Disclosure Representative” shall mean the General Manager or Assistant General
Manager of the District, or his or her designee, or such other 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 any successor Dissemination Agent designated in writing by
the District and which has filed with the District a written acceptance of such designation.

“Fiscal Year” shall mean the twelve month period beginning on July 1 of each year and
ending on June 30 of such year.

“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
entity designated under the Rule as the repository for filings made pursuant to the Rule.

“Participating Underwriters” shall mean any of the original underwriters of the Bonds
required to comply with the Rule in connection with the 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 may be 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, annually not 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 may be 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 with each Annual 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 liability for the contents of any such annual 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 substantially the form attached as Attachment A.

(© The Dissemination Agent shall:

() 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

(i) 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 by reference 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 by the 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 they become 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:

(1) Summary of Operations for the Fiscal Year (Table 1);

(i) Ten Largest Potable Water 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 such further information, if any, as may be necessary to 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 by reference 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 any of the
following events with respect to the Bonds not later than 10 business 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 liquidity providers, or their failure to perform;

5. Issuance by the Internal Revenue Service of proposed or final

determination of taxability or of a Notice of Proposed Issue (IRS Form 5701 TEB);

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. Bankruptcy Code or in any other
proceeding under state or federal law in which a court or governmental authority has 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
substantially all 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 any of
the following events with respect 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 tax status 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 substantially all of the assets of the obligated person, other
than in the ordinary course of business, the entry into a definitive agreement to undertake such
an action or the termination of a definitive agreement relating to any such actions, other than
pursuant to its terms; or

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

(© 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) Whenever 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
by such identifying information as is prescribed by the 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.

() 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
with the MSRB. Notwithstanding the foregoing:

() Notice of the occurrence of a Listed Event described in
subsections (a)(1), (4) or (5) shall be given by the 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 such occurrence; and

(i) 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 may resign by providing thirty (30)
days written notice to the District. If at any time 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; Waiver. Notwithstanding any other provision of this Disclosure
Agreement, the District may amend this Disclosure Agreement (and the Dissemination Agent
shall agree to any amendment requested by the District, provided the Dissemination Agent shall
not be obligated to enter into any amendment increasing or affecting its duties or obligations),
and any provision of this Disclosure Agreement may be waived, if such amendment 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 such amendment or waiver would not, in and of
itself, cause the undertakings herein to violate the Rule if such amendment 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 any other means of communication, or
including any other information in any Annual 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
any future 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 comply with any provision of this Disclosure Agreement, the Dissemination Agent may, and,
at the request of any Participating 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 any cost, 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 any failure of the District or the Dissemination Agent to
comply with this 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 (solely for 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 indemnify and save the Dissemination Agent,
its officers, directors, employees and agents, harmless against any loss, 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 any claim 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 any duty or obligation to review any information provided to
it hereunder or shall be deemed to be acting in any fiduciary capacity for the District, the owners
of the Bonds or any other party. The obligations of the District under this section shall survive
resignation or removal of the Dissemination Agent and payment of the Bonds. Any company
succeeding to all or substantially all 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 any further act.

Section 12. Beneficiaries. This Disclosure Agreement shall inure solely to 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 any other person or entity.

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

ROWLAND WATER DISTRICT

By:

General Manager

URBAN FUTURES, INC., as Dissemination Agent

By:

Authorized Officer

D-6



EXHIBIT A

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

Name of Issuer: Rowland Water District
Name of Issue: Water Revenue Refunding Bonds, Series 2014A
Date of Issuance: , 2014

NOTICE IS HEREBY GIVEN that the Rowland Water 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
ccC: 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 assumes no responsibility for the accuracy thereof.

Unless a successor securities depository is designated 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 of Cede & Co., DTC’s partnership nominee, or such other
name as may be requested by an authorized representative of DTC. One fully-registered Bond
will be issued for each maturity of the Bonds, each in the aggregate principal amount of such
maturity, and will be deposited with DTC.

DTC and Its Participants. DTC, the world’'s largest securities depository, is a limited-
purpose trust company organized under the New York Banking Law, a “banking organization”
within the meaning of the New York Banking Law, a member of the Federal Reserve Enterprise,
a “clearing corporation” within the meaning of the New York Uniform Commercial Code and a
“clearing corporation” registered pursuant to the provisions of Section 17A of the Securities
Exchange Act of 1934. DTC holds and provides asset servicing for over 2.2 million issues of
U.S. and non-U.S. equity issues, corporate and municipal debt issues, and money market
instruments from over 100 countries that DTC'’s participants (“Direct Participants”) deposit with
DTC. DTC also facilitates the post-trade settlement among Direct Participants of sales and
other securities transactions in deposited securities, through electronic computerized book-
entry transfer and pledges between Direct Participants’ accounts. This eliminates the need for
physical movement of securities certificates. Direct Participants include both U.S. and non-U.S.
securities brokers and dealers, banks, trust companies, clearing corporations and certain other
organizations. DTC is a wholly-owned subsidiary of The Depository Trust & Clearing
Corporation ("DTCC”). DTCC, in turn, is owned by a number of Direct Participants of DTC and
Members of the National Securities Clearing Corporation, Fixed Income Clearing Corporation,
and Emerging Markets Clearing Corporation (NSCC, FICC, and EMCC, also subsidiaries of
DTCC) as well as by the New York Stock Exchange, Inc., the American Stock Exchange LLC,
and the National Association of Securities Dealers, Inc. Access to the DTC system is also
available to others, such as both U.S. and non-U.S. securities brokers and dealers, banks and
trust companies, and clearing corporations that clear through or maintain a custodial
relationship with a Direct Participant, either directly or indirectly (“Indirect Participants”). DTC
has been rated “AA+” by Standard & Poor's. The DTC Rules applicable to its Participants are
on file with the Securities Exchange Commission. More information about DTC can be found at
www.dtcc.com and www.dtc.org.

Purchase of Ownership Interests. Purchases of the 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 of each actual purchaser of each 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 of their purchase. Beneficial Owners
are, however, expected to receive written confirmations providing details of the transaction, as
well as periodic statements of their holdings, from the Direct or Indirect Participant through
which the Beneficial Owner entered into the transaction. Transfers of ownership interests in the
Bonds are to be accomplished by entries made on the books of Direct and Indirect 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 of the book-
entry system for the Bonds is discontinued.

To facilitate subsequent transfers, all Bonds deposited by Direct Participants with DTC
are registered in the name of DTC'’s partnership nominee, Cede & Co., or such other name as
may be requested by an authorized representative of DTC. The deposit of Bonds with DTC and
their registration in the name of Cede & Co. or such other DTC nominee do not effect any
change in beneficial ownership. DTC has no knowledge of the actual Beneficial Owners of the
Bonds; DTC's records reflect only the identity of the Direct Participants to whose accounts such
securities are credited, which may or may not be the Beneficial Owners. The Direct and
Indirect Participants will remain responsible for keeping account of their holdings on behalf of
their customers.

Notices and Other Communications. 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 may be in
effect from time to time. THE AUTHORITY AND THE TRUSTEE WILL NOT HAVE ANY
RESPONSIBILITY OR OBLIGATION TO SUCH DTC PARTICIPANTS OR THE PERSONS
FOR WHOM THEY ACT AS NOMINEES WITH RESPECT TO THE BONDS.

Redemption notices shall be sent to DTC. If less than all of the Bonds within an issue
are being prepaid, DTC’s practice is to determine by lot the amount of the interest of each
Direct Participant in such issue to be prepaid.

Voting Rights. Neither DTC nor Cede & Co. will consent or vote with respect to the
Bonds unless authorized by a Direct Participant in accordance with DTC'’s procedures. Under
its usual procedures, DTC mails an Omnibus Proxy to an issuer as soon as possible after the
record date. The Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to those
Direct Participants to whose accounts the Bonds are credited on the record date (identified in a
listing attached to the Omnibus Proxy).

Redemption Proceeds. Payments of principal 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 of DTC. 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
customary practices, as is the case with securities held for the accounts of customers in bearer
form or registered in “street name,” and will be the responsibility of such Participant and not of
DTC nor its nominee, the Trustee, or the District, subject to any statutory or regulatory
requirements as may be in effect from time to time. Payment of redemption proceeds, principal
and interest to Cede & Co., or such other nominee as may be requested by an authorized
representative of DTC is the responsibility of the Trustee, disbursement of such payments to
Direct Participants will be the responsibility of DTC, and disbursement of such payments to the
Beneficial Owners will be the responsibility of Direct and Indirect Participants.

THE TRUSTEE AND THE AUTHORITY SHALL NOT HAVE ANY RESPONSIBILITY OR
OBLIGATION TO ANY DTC PARTICIPANT, ANY BENEFICIAL OWNER OR ANY OTHER
PERSON CLAIMING A BENEFICIAL OWNERSHIP INTEREST IN THE BONDS UNDER OR
THROUGH DTC OR ANY DTC PARTICIPANT, OR ANY OTHER PERSON WHICH IS NOT
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SHOWN ON THE REGISTRATION BOOKS OF THE TRUSTEE AS BEING AN OWNER OF
BONDS, WITH 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
WITH RESPECT TO THE BONDS; ANY NOTICE WHICH IS PERMITTED OR REQUIRED TO
BE GIVEN TO OWNER 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 OWNER OF THE BONDS; OR ANY OTHER
PROCEDURES OR OBLIGATIONS OF DTC UNDER THE BOOK-ENTRY SYSTEM.

SO LONG AS CEDE & CO. IS THE REGISTERED OWNER OF THE BONDS, AS
NOMINEE OF DTC, REFERENCES HEREIN TO THE REGISTERED OWNERS OF THE
BONDS SHALL MEAN CEDE & CO., AS AFORESAID, AND SHALL NOT MEAN THE
BENEFICIAL OWNERS 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 ownership interests in the Bonds, payment of principal and interest with respect to the
Bonds to DTC Participants or Beneficial Owners, confirmation and transfer of beneficial 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
Participants nor the Beneficial Owners should rely on the foregoing information with respect to
such matters, but should instead confirm the same with DTC or the DTC Participants, as the
case may be.

Discontinuance of Book-Entry System. DTC may discontinue providing its services
as securities depository with respect to the Bonds at any time by giving reasonable notice to the
District or the Trustee. Under such circumstances, in the event that a successor securities
depository is not obtained, Bonds are required to be printed and delivered as described in the
Indenture.

The District may decide to discontinue use of the system of book-entry only transfers

through DTC (or a successor securities depository). In that event, Bonds will be printed and
delivered as described in the Indenture.
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FOR ADDITIONAL BOOKS: ELABRA.COM OR (888) 935-2272
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