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July 16, 2018

Board of Directors

East Orange County Water District
185 N. McPherson Road

Orange, CA 92869

Dear Members of the Board:

185 N. McPherson Rd.
Orange, Ca 92869

P: 714-538-5815
F: 714-538-0334

eocwd.com

Please be advised that the regular meeting of the Board of Directors of the East
Orange County Water District will be held on Thursday, July 19, 2018, at 5:00 p.m.
in the offices of the East Orange County Water District, 185 N. McPherson Road,

Orange, California.
Enclosed please find the agenda for the meeting.
Sincerely,

EAST ORANGE COUNTY WATER DISTRICT

District Secretary

JAH:ad
Enclosures
cc: Mailing List

Hometown Service | Fiscal Discipline | Direct Accountability
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AGENDA

JOINT MEETING OF THE
EAST ORANGE COUNTY WATER DISTRICT (EOCWD) AND
CFD 2018-1 OF THE EAST ORANGE COUNTY WATER DISTRICT

Thursday,
July 19, 2018
185 N. McPherson Road, Orange, California

5:00 p.m.
Call Meeting to Order; Pledge of Allegiance - Director Everett
Public Communications to the Board

Addition of Items Arising After Posting of Agenda Requiring Immediate Action
(Requires 2/3 vote or unanimous vote if less than 2/3 of members are present)

Recommended Motion: “THAT IT BE DETERMINED THAT THE NEED TO TAKE IMMEDIATE
ACTION ON [SPECIFY ITEM(S)] CAME TO THE DISTRICT'S ATTENTION AFTER POSTING OF
THE AGENDA AND THAT SUCH ITEM(S) BE ADDED TO THE AGENDA”

Consent Calendar (all matters listed are recommended for enactment without discussion
by a single motion; a member of the Board may request that any item be removed for
discussion)

Recommended Motion: “THAT THE CONSENT CALENDAR ACTIONS BE ADOPTED AS
FOLLOWS:”

A. Minutes (Exhibit “A”): “THAT THE MINUTES OF THE JUNE 21, 2018 REGULAR
MEETING OF THE BOARD AND JULY 9, 2018 SPECIAL MEETING OF THE BOARD BE
APPROVED AS SUBMITTED.”

B. General Manager’s Report (Exhibit “B”): “THAT THE GENERAL MANAGER’S REPORT
BE RECEIVED AND FILED.”

Community Facilities District (“CFD”) 2018-1 of EOCWD - For Item Nos. 5(A) and (B), the
Board will be meeting and acting as the Legislative Body of CFD 2018-1 of the EOCWD

A. Ordinance No. 2018-1 (Second Reading and Adoption) - Authorizing the Levy of
Special Tax Within EOCWD (Exhibit “C”):

Recommended Motion: THAT ORDINANCE NO. 2018-1 BE PRESENTED FOR
SECOND READING BY READING OF TITLE ONLY AND THAT THE CLERK FOREGO
THE READING OF THE ENTIRE ORDINANCE NO. 2018-1, AND THAT THE BOARD
THEREAFTER ADOPT ORDINANCE NO. 2018-1 AS PRESENTED.

-1- (Next available Resolution No.: 834)
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B. Presentation of Trust Indenture Agreements for Series 2018A and 2018B, and
Consideration of Resolution No. ___ - Authorizing the Issuance of 2018 Special Tax
Bonds in a Principal Aggregate Principal Amount Not to Exceed of $700,000 and
Approving Certain Documents and Taking Certain Other Actions in Actions in
Connection Therewith (Exhibit “D”):

Recommended Motion: “THAT THE BOARD ADOPT RESOLUTON NO. ___,
ENTITLED, ‘RESOLUTION OF THE BOARD OF DIRECTORS OF EAST ORANGE
COUNTY WATER DISTRICT, ACTING AS THE LEGISLATIVE BODY OF COMMUNITY
FACILITIES DISTRICT NO. 2018-1 OF THE EAST ORANGE COUNTY WATER
DISTRICT, AUTHORIZING THE ISSUANCE OF ITS 2018 SPECIAL TAX BONDS IN A
PRINCIPAL AGGREGATE PRINCIPAL AMOUNT NOT TO EXCEED SEVEN
HUNDRED THOUSAND DOLLARS ($700,000) AND APPROVING CERTAIN
DOCUMENTS AND TAKING CERTAIN OTHER ACTIONS IN CONNECTION
THEREWITH.””

Operation, Management and Construction Matters

A. Improvement District No. 1 (ID1) (Sewer) Master Plan and Condition Assessment
Study (Exhibit “E”):

Recommended Motion: “THAT THE BOARD ACCEPT THE ID1 SEWER MASTER PLAN
AND CONDITION ASSESSMENT AND DIRECT STAFF TO IMPLEMENT IT'S
RECOMMENDATIONS SUBJECT TO THE CALIFORNIA ENVIRONMENTAL QUALITY ACT
(CEQA).”

Financial Matters

A. Approval of schedules of disbursements (Exhibit “F”)

B. Report on investments / ratification of investment activity (Exhibit “G”)

C. Receipt and filing of financial statements (May 31, 2018) - (Exhibit “H”)
Recommended Motion: “THAT THE SCHEDULES OF DISBURSEMENTS FOR
CONSIDERATION BE APPROVED AS SUBMITTED, THAT THE SCHEDULES OF
INVESTMENTS BE RATIFIED AND APPROVED, AND THAT THE FINANCIAL
STATEMENTS AND REPORTS BE RECEIVED AND FILED”

D. Investment Activity Review (“Exhibit “I”):

Recommended Motion: “THAT THE BOARD RECEIVE AND FILE THE REPORT.”

Miscellaneous Matters

A. Wholesale and retail water usage report - June 2018 (Exhibit “J”)

Recommended Motion: “THAT THE WHOLESALE AND RETAIL WATER USAGE
REPORT BE RECEIVED AND FILED”

-2- (Next available Resolution No.: 834)
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B. Conference and Meeting Attendance Requests (Exhibit “K”)

C. Directors’ reports on meetings attended at District expense (Government Code
Section 53232.3) and Directors’ comments. Directors or staff may ask questions
for clarification, make brief announcements, and make brief reports on their own
activities. Directors may provide a reference to staff or other resources for factual
information, request staff to report back at a subsequent meeting concerning a
matter, or direct staff to place a matter on a future agenda (Government Code §
54954.2)

D. Regional/State Issues (Exhibit “L”)
9. Informational Items

A. General interest publications (Attachment “17)
10. Adjournment

The scheduled date of the next Regular Meeting of the Board of Directors is August 16,
2018, at 5:00 p.m., in the offices of the East Orange County Water District, 185 N.
McPherson Road, Orange, California.

Kkkikkkhkkhkikkki*k

Availability of agenda materials: Agenda exhibits and other writings that are disclosable public
records distributed to all or a majority of the members of the East Orange County Water District
Board of Directors in connection with a matter subject to discussion or consideration at an open
meeting of the Board are available for public inspection in the District’s office, 185 N. McPherson
Road, Orange, California (“District Office”). If such writings are distributed to members of the
Board less than 72 hours prior to the meeting, they will be available at the reception desk of the
District Office during business hours at the same time as they are distributed to the Board
members, except that if such writings are distributed less than one hour prior to, or during, the
meeting, they will be available in the meeting room of the District Office.

Disability-related accommodations: The East Orange County Water District Board of Directors
meeting room is wheelchair accessible. If you require any special disability-related
accommodations (e.g., access to an amplified sound system, etc.) please contact Sylvia Prado in
the District Office at (714) 538-5815 during business hours at least seventy-two (72) hours prior
to the scheduled meeting. This agenda can be obtained in alternative format upon written
request to Sylvia Prado in the District Office, at least seventy-two (72) hours prior to the
scheduled meeting.

-3- (Next available Resolution No.: 834)
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MINUTES OF THE REGULAR MEETING
OF THE BOARD OF DIRECTORS OF
EAST ORANGE COUNTY WATER DISTRICT

June 21, 2018

1. Call to Order. A Regular Meeting of the Board of Directors of the East Orange County
Water District was called to order by DOUGLASS DAVERT, Director, at 5:00 p.m. on Thursday,
April 19, 2018, in the offices of the East Orange County Water District, 185 N. McPherson
Road, Orange, California, with Director RICHARD BELL leading the Pledge of Allegiance. JEFF
HOSKINSON, Secretary, recorded the minutes of the meeting.

The following Directors were present: RICHARD BELL, DOUGLASS DAVERT, and JOHN
SEARS. Director SEYMOUR EVERETT joined the meeting late, at the time indicated below,
but was not in attendance at the beginning of the meeting. Director JOHN DULEBOHN was
absent from the meeting. Also present were:

LISA OHLUND General Manager
SYLVIA PRADO District Administrative Assistant
JERRY MENDZER Operations Manager
JEFF HOSKINSON District Secretary and Legal Counsel
FRANK CAHILL RCE Censultants
JOHN LEWIS Lewis Consulting
MARILYN THOMS Project Management Solutions
NICHOLAS ARMONTES Consultant
STEVE ANDREWS SAE

2. Public Communications to the Board. None:

3. Items Arising After Posting of Agenda. ™ None.

4, Consent Calendar.

At'the request of President DAVERT, Item 4(E) was pulled from the Consent Calendar.
The Board, on a.motion by BELL, seconded by SEARS, adopted by affirmative votes from
BELL, DAVERT, and SEARS, the balance the balance of consent calendar items as follows:

A. Minutes:“THE MINUTES OF THE MAY 17, 2018 REGULAR MEETING OF THE
BOARD /AND THE JUNE 5, 2018 SPECIAL MEETING OF THE BOARD WERE
APPROVED AS SUBMITTED.”

B. General Manager’s Report: “THE GENERAL MANAGER’S REPORT WAS
RECEIVED AND FILED.”

C. Appointment of Paul J. Kaymark of Platinum Consulting as Assistant Treasurer
and Authorization of Signatures for All Accounts: “THE BOARD APPROVED
RESOLUTION NO. 824, ENTITLED ‘RESOLUTION OF THE BOARD OF
DIRECTORS OF THE EAST ORANGE COUNTY WATER DISTRICT APPOINTING AN

006313.00005 -1-
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ASSISTANT TREASURER, AUTHORIZING SIGNATURES FOR ALL ACCOUNTS,
AND RESCINDING PRIOR RESOLUTION.™

D. 2018 Water Quality Report: “THE 2018 WATER QUALITY REPORT WAS
RECEIVED AND FILED, AND WAS POSTED BY THE GENERAL MANAGER AS
REQUIRED”; and

F. Amendment No. 2 to Townsend & Associates Contract: “THE BOARD
APPROVED AMENDMENT NO. 2 TO THE TOWNSEND & ASSOCIATES
CONTRACT, AND AUTHORIZED THE GENERAL MANAGER TO EXECUTE SAID
CONTRACT IN AN AMOUNT NOT TO EXCEED $30,000¢”

The Board then considered Item 4(E):

E. Resolution of Appreciation for Frank Cahill: General Manager Ohlund
presented the item, detailing the service of Mr. Frank«Cahill.of RCE Consultants to the
District over the last several years. Mr. Cahill was presented with a copy of Resolution No.
825, and thank for his service to the District.

ACTION TAKEN:

The Board, on a motion by BELL, seconded by SEARS, on affirmative votes from
BELL, DAVERT, and SEARS, adopted Resolution,No. 825, entitled»*RESOLUTION OF THE
BOARD OF DIRECTORS OF THE EAST ORANGE COUNTY WATER DISTRICT COMMENDING
FRANK CAHILL FOR HIS LOYALTY AND DEDICATED.SERVICE TO,THE DISTRICT.”

** |tem 7(D) was heardout of order, before returning theregular Agenda

7. Miscellaneous Matters.

D. Regional and State Issues: MraJohn Lewis made a brief presentation relative
to the status of major contested elections in Orange County this Fall, as well as to articles
relativedo the changing political demographics of Orange County. An overview of items
considered at the June Local Agency Formation Commission (“OC LAFCO”) meeting was
discussed.

ACTION TAKEN:

None.

** Director EVERETT joined the meeting at 5:23 p.m., and remained present for the
remainder of the meeting documented below.

006313.00005 -2-
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5. Operation, Management and Construction Matters.

A. Browning Avenue/Irvine Boulevard Open Trench Sewer Project — Award of
Contract to W.A. Rasic Construction Co.: Ms. Ohlund made a brief presentation on the
project.

ACTION TAKEN:

The Board, on a motion by BELL, seconded by SEARS, which carried unanimously
among those members present, awarded a contract to W.A. Rasic Construction Company in
the amount not-to-exceed $134,000 for the completion of the Browning Avenue/Irvine
Bouelvard Open Trench Sewer Project.

** ltem 6(D) was heard after Item 5(A), and before the remainder of the Agenda

6. Financial Matters.

D. Amendment to 2018-2019 Budgets (Wholesale, Retail, Retail Capital Projects,
and Sewer Systems): Ms. Ohlund presented on the:amended 2018-2019 Budgets, and
noted certain corrections for errors.

ACTION TAKEN:

The Board, on motion duly seconded, approved by unanimous vote of those members
present Resolution Nos. 826, 827, and 828, entitled:

RESOLUTION OF THE BOARD OF DIRECTORS ¢OF EAST ORANGE
COUNTY WATER DISTRICT ADOPTING, OPERATING BUDGET AND
MAKING DETERMINATION RELATIVE TO APPROPRIATIONS SUBJECT TO
LIMITATION FOR 2018/2019:FISCAL YEAR (OVERALL DISTRICT);

RESOLUTION OF THE® BOARD OF DIRECTORS OF EAST ORANGE
COUNTY WATER DISTRICT, ADOPTING OPERATING AND CAPITAL
PROJECTS BUDGETS AND “MAKING DETERMINATION RELATIVE TO
APPROPRIATIONS SUBJECT /TO LIMITATION FOR 2018/2019 FISCAL
YEAR(RETAIL ZONE); AND

RESOLUTION» OF THE BOARD OF DIRECTORS OF EAST ORANGE
COUNTY WATER® DISTRICT ADOPTING OPERATING AND CAPITAL
PROJECTS BUDGETS AND MAKING DETERMINATION RELATIVE TO
APPROPRIATIONS SUBJECT TO LIMITATION FOR 2018/2019 FISCAL
YEAR (IMPROVEMENT DISTRICT 1);

with Section 3 of Resolution No. 826 amended to refer to the amended two-year
budget document presented at this meeting.

** The Remainder of the Agenda Was Considered in Order, Commencing with Item 5(B)

006313.00005 -3-
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5. Operation, Management and Construction Matters.
B. Indefinite Engineering Services — Award of Contract to Steven Andrews
Engineering.

ACTION TAKEN:

The Board, on a motion by SEARS, seconded by BELL, which carried unanimously
among those members present, approved a contract for indefinite engineering services to
Steven Andrews Engineering, as presented..

C. Report on the Status of the Water Treatment Plant'Construction. Ms. Ohlund
presented on the current status of the evaluation and review_.of the viability of the Water
Treatment Plant, reporting that she was not yet prepared te present a.Go/No Go update.
Interested parties in water from the plant are currently agencies outsideithe boundaries of
the District. Additional opportunities exist relative to_the capture of stormwater, and
opportunity are being evaluated with the U.S. Bureau of Reclamation. Recammendations
relative to moving forward would be anticipatedd4owards the'end of the year.

ACTION TAKEN: None.

6. Financial Matters.
A. Approval of schedules of disbursements.
B. Report on investments/ratification of investment activity.

C. Receipt and filing of financial statements (April 30, 2018).

ACTION TAKEN:

The'Board, on motion by SEARS, seconded by EVERETT, which carried unanimously
amongthose Board members present, (1) approved the schedules of disbursements as
submitted; (2) ratified and approved the schedule of investments, as presented; and (3)
received andfiled the financial statements.

E. Adoption of Wholesale Rates and Charges: Brief presentation by Ms. Ohlund
on purpose of the Resolution.

ACTION TAKEN:

The Board, on motion by DAVERT, seconded by SEARS, which carried unanimously
among those Board members present, adopted Resolution No. 829, entitled, “RESOLUTION
OF THE BOARD OF DIRECTORS OF THE EAST ORANGE COUNTY WATER DISTRICT
ESTABLISHING RATES AND CHARGES FOR THE SALE OF WATER ON A WHOLESALE BASIS
WITHIN THE DISTRICT.”

006313.00005 -4 -

20582820.1



6-21-2018

F. Authorization of Sanitary Sewer Service Charges for Fiscal Year 2018/2019:
Brief presentation by Ms. Ohlund on purpose of the Resolution.

ACTION TAKEN:

The Board, on motion by BELL, seconded by DAVERT, which carried unanimously
among those Board members present, adopted Resolution No. 830, entitled, “RESOLUTION
OF THE BOARD OF DIRECTORS OF THE EAST ORANGE COUNTY WATER DISTRICT
AUTHORIZING CERTAIN SANITARY SEWER CHARGES AND DIRECTING THE COUNTY TAX
COLLECTOR TO INCLUDE SANITARY SEWER SERVICE CHARGES ON THE FISCAL YEAR
2018/2019 PROPERTY TAX BILLS..”

7. Miscellaneous Matters.

A. Wholesale and Retail Water Usage Reporta.— May 2018.  Ms. Ohlund
presented the retail water usage report.

ACTION TAKEN:

Upon motion by BELL, seconded by SEARS, which earried unanimously among those
members present, the Board received and filed the wholesale and retail water usage report.

B. Conference and Meeting Attendance Requests. Boardrdiscussed attendance
at the Urban Water Institute conference in San Diego.

ACTION TAKEN:

Upon motion by BELL, seconded by EVERETT, which carried unanimously among
those members present, the Board authorized Directors SEARS and, if interested,
DULEBOHN to attend the Urban Water.Institute Conference in San Diego, along with Ms.
Ohlund.

C. Director’s Reports on Meetings Attended at District Expense (Govt. Code §
53232.3.). and Director's Comments. Directors SEARS, DAVERT, and BELL attended the OC
Water Summit. Director SEARS also'reported attendance at WACO on June 8, 2018, and
Tustin on June 42, 2018. Director DAVERT attended multiple special district meetings
relative to OC-LAFCO elections.

8. Informational Items

A. General interest publications.
ACTION TAKEN:

None.

006313.00005 -5-
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Closed Sessions.

A. Conference with Labor Negotiators — Government Code § 54957.6
Agency Designated Representatives: Lisa Ohlund, General Manager

Unrepresented Employee: Operations Manager, Administrative Assistant - 2
positions; Water Operator lll, Wastewater Superintendent, Water Operator |
(2 positions); Wastewater Operator |, Part-Time Office Assistant, Part-Time
Management Analyst

B. Conference with Legal Counsel - existing litigation pursuant to paragraph (1)
of subdivision (d) of Government Code Section®4956.9 - Irvine Ranch
Water District v. Orange County Water District, Case Ne. 30-2016-
00858584-CU-WMCJC.

C. Open Session: The Board reported out of closed session that, relative to Item
9(A), the Board on unanimous vote of thase members,present, approved salary
increases to designated unrepresented employees pursuant to the Schedule
presented to the Board, amended to reflect (1) thet3.47% cost of living increase
established by the State of California as opposed to the contemplated 3% cost of
living increase, and (2) ranges amended in an amount sufficient to accommodate
said salary increases, as necessary, as'necessary; all of which will be recorded in the
minutes of this meeting (attached hereto as Exhibit 1) and made available to any
member of the public upon request.

Adjournment.

ACTION TAKEN:

The meeting was adjourned at 6:40 p.m., to a special meeting to be held on July 9,

2018, at 5:00 p.m., at the Offices,of the East Orange County Water District, 185 N.
McPherson Road, Orange, California.

006313.00005
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Respectfully submitted,

Jeff Hoskinson
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MINUTES OF THE SPECIAL MEETING
OF THE BOARD OF DIRECTORS OF
EAST ORANGE COUNTY WATER DISTRICT

July 9, 2018

1. Call to Order. A Special Meeting of the Board of Directors of the East Orange County
Water District was called to order by DOUGLASS DAVERT, President of the Board of
Directors, at 5:00 p.m. on Monday, July 9, 2018, at the DISTRICT OFFICE, located at 185 N.
McPherson Road, Orange, California. District Secretary JEFFREY A. HOSKINSON, recorded
the minutes of the meeting.

The following Directors were present: DOUGLASS DAVERT, JOHN DULEBOHN,
SEYMOUR EVERETT and JOHN SEARS. Director RICHARD BELL was absent.

Also present, in addition to members of the public, were:

LISA OHLUND General Manager
SYLVIA PRADO District Administrative Assistant
JEFFREY HOSKINSON District Secretary and Legal Counsel
BRAD NEAL Stradling
ANNA SARABIAN Field, Rolapp & Associates
MARILYN THOMS Solutions Project Management

2. Public Communications to the Board.  None.

3. PUBLIC HEARING: Director Davert opened a combined noticed public hearing
regarding the formation of the proposed Community.Facilities District 2018-1 of the East
Orange County Water District, the Proposed Levy of Special Taxes, and the Authorization to
Incur Bonded Indebtedness. No written protests were received. No oral comments were
presented.or made. Director Davert closed the public hearing.

4, Resolution No. 831 - Establishment Community Facilities District (“CFD”) 2018-1 of
East Orange County Water District, Authorizaton of the Levy of Special Taxes, and Calling an
Election Therein.

ACTION TAKEN: The Board, on motion duly seconded, unanimously among those
members present approved Resolution No. 831, entitled, “RESOLUTION OF THE
BOARD OF DIRECTORS OF EAST ORANGE COUNTY WATER DISTRICT ESTABLISHING
COMMUNITY FACILITIES DISTRICT NO. 2018-1 OF EAST ORANGE COUNTY WATER
DISTRICT, AUTHORIZING THE LEVY OF SPECIAL TAXES AND CALLING AN ELECTION
THEREIN.”




07-09-18

ltem Nos. 5 through 8 were thereafter considered with the Board acting as the legislative
body of CFD 2018-1 of the East Orange County Water District

5. Resolution No. 832 - Determination of Necessity to Incur Bonded Indebtedness Not-
To-Exceed $700,000 within CFD 2018-1 and Calling Election Therein.

ACTION TAKEN: The Board, on motion duly seconded, unanimously among those
members present approved Resolution No. 832, entitled, “RESOLUTION OF THE
BOARD OF DIRECTORS OF EAST ORANGE COUNTY WATER DISTRICT, ACTING AS THE
LEGISLATIVE BODY OF COMMUNITY FACILITIES DISTRICT NO. 2018-1 OF EAST
ORANGE COUNTY WATER DISTRICT, DETERMINING THE NECESSITY TO INCUR
BONDED INDEBTEDNESS WITHIN SAID COMMUNITY FACILITIES DISTRICT AND
CALLING AN ELECTION THEREIN.”

6. Conducted Special Tax and Bond Election and Receive Results of Election for CFD
No. 2018-1 of the East Orange County Water District.-Mr. Hoskinson opened the sealed
ballots and declared the votes, tallying the votes infavor and against Propasitions A, B,
and C. Based on such tally, votes cast reflected:

Yes No
Proposition A 16 0
Proposition B 15 1
Proposition C 16 0

ACTION TAKEN: None

7. Resolution No. 833 - Certification of Results of the July 9, 2018 Special Tax and
Bond Elections.

ACTION TAKEN: The Board, on.motion duly seconded, unanimously among those
members.present approved Resolution No. 833, entitled, “RESOLUTION OF THE
BOARD OF DIRECTORS OF EAST ORANGE COUNTY WATER DISTRICT, ACTING AS THE
LEGISLATIVE BODY OF COMMUNITY FACILITIES DISTRICT NO. 2018-1 OF EAST
ORANGE COUNTY WATER DISTRICT, CERTIFYING THE RESULTS OF THE JULY 9, 2018
SPECIAL TAX AND BOND ELECTIONS.”

8. Ordinance No. 2018-1 (First Reading) — Authorizing the Levy of Special Tax Within
EOCWD. Ordinance No. 2048-1 of the Board of Directors of the East Orange County Water
District, Acting in its Capacity as the Legislative Body of CFD 2018-1 of East Orange County
Water District, Authorizing the Levy of a Special Tax within the District was introduced by
President Davert.

ACTION TAKEN: The Board, on motion duly seconded, unanimously among those
members present waived a reading of the proposed ordinance, introduced and to be
brought back for consideration at the July 19, 2018 meeting of the Board.
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0. Adjournment

ACTION TAKEN: The meeting was adjourned at 5:12 p.m., to a regular meeting of the Board,
to be held on July 19, 2018, at 5:00 p.m., at the Offices of the East Orange County Water

District, 185 N. McPherson Road, Orange, California.

Respectfully submitted,

Jeffrey A. Hoskinson



EAST ORANGE COUNTY WATER DISTRICT GENERAL MANAGER’S REPORT

June 2018

The following report is a summary of the District’s activities over the past month.

GENERAL MATTERS

Reviewed correspondence, conferred with customers regarding billing issues and vendors/other
interested parties regarding business with the District, and met with staff members regarding daily
activities and on-going projects.

Please note that highlighted areas denote current month updates for issues that span long time
periods.

SEWER

A. ID1 Update
Activities & Accomplishments for May include:

Personnel

¢ Held three Sewer Management, Operations & Engineering (MOE) meetings

o Contractor Performance Pipeline completed Group 6 (of 12 Groups) for
routine cleaning of the system and is currently working through Group 7.

e Sewer Staff attended one day CWEA conference in Orange.

e Held one SSMP Monthly Meeting

Activities

Feet of sewer main cleaned in May — 125,923

Number of manholes inspected in May — 428

Reviewed applications for sewer permits.

Completed monthly siphon cleaning.

Staff performed FOG inspection on 24 FSEs (food service establishments).
Responded to sewer call — Wedgewood Circle - roaches.

Respond to sewer call — C St. — customer had question about his septic tank.
Respond to sewer call — Amaganset Way — odor and toilet backup.
Responded to sewer call — Main st. — roaches.

Completed scheduled hot spot cleanings.

Ordered misc. sewer supplies and tools.

Completed USA locations

Attended Pre-construction meeting for Dig and Replace Project.

Set door tag notifications for Dig and Replace project.

Worked on encroachment permits for Dig and replace project.

Reviewed SSMP for updates/conducted training on Emergency Response Plan
Reviewed and followed up on cleaning notes from contractor.

Met with ID Modeling to review SEDARU Sewer updates.

Assisted AKM Engineering with identification of private sewer pipelines & lateral
connections for Sewer Master Plan

Contractor (Ayala Engineering) completed 16 manhole repairs.

Filed and certified No Spill CIWQS SSO report.
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Engineering & Construction

e Continued work on Master Plan/Condition Assessment: Manhole assessment is almost
complete, however more manholes may be identified for inspection. A 60-65 ft sag has
been identified near the end of the Browning sewer; AKM is recommending that a
preliminary design report be prepared due to the very difficult access issues (railroad and
storm channel) associated with the repair. Update: AKM is also working on a
recommendation for another repair on the Browning line underneath the 5 FWY. There
is a significant offset in the pipe which we are not able to repair using a liner. Update:
AKM will present the draft Master Plan/Condition Assessment to the Engineering &
Operations Committee at their July 5" Meeting.

e Full-Length CIPP: Work scheduled to commence by the end of February 2018. Update:
Contractor Sancon was unable to start work until the end of April. The contractor began
CIPP installation on Monday, May 7. Work was stopped on Wednesday, May 9" due to
a contractual dispute relating to requests by the contractor for additional fees to remove
roots and prepare the sewer pipe for lining. Five (5) line segments were completed before
work was stopped. Staff has requested the contractor to provide justification for the
change order requests. Update: Contractor submitted an email explanation of their
position; the General Manager has submitted an alternative proposal and is
awaiting their response.

Permits

e 1 permit was issued in June for a property in North Tustin.

WHOLESALE ZONE

A. WZ Water Quality

Update: Demand has declined significantly since the suspension of in-lieu. No flushing was
required during the month of June. Sales in the upper and lower zones for June were 232.6
AF and 12.7 AF respectively. Combined upper and lower zone water purchased was 245.3 AF
for the month of June.

Installation of flow/pressure monitors required for the Water Quality Study were scheduled to
be completed by August 18, 2017. However, there have been some technical issues which
staff has been working with the vendor to resolve. We expect to have all sites working this
week. Due to the need for this data, the study has been delayed by several months and will
likely be completed by early 2018.

Background: The District has retained ID Modeling/AQUAIity Engineering to address short- and
long-term water quality/low demand issues. A Kick-off Meeting was held on March 30™; current



General Manager’s Report - June 2018

pressure and flow information is needed; staff will be coordinating collection of this data with 1D
Modeling.

Staff has been reviewing available options for collecting the flow and pressure data and
identified a company called Ayekka as offering the best solution. At the March 11" E&O
Committee meeting, staff made the recommendation to purchase 15 data logging units which
will allow us to capture the metering, flow, and pressure data. One of the unique aspects of
these devices is that they are setup to use any of the available cell carriers in the area latching
on to the one with the strongest signal.

At the April 20" Board Meeting, the Board approved the purchase of the 15 data logging units.
Prior to ordering all 15 units, Ayyeka provided 1 unit to allow staff to perform field testing at
various locations and on different meter manufacturers; this test was successful. Staff
purchased the units and are currently installing them. Staff has also been working with ID
Modeling and AQUAIity in gathering historical data as well as having weekly progress
meetings.

Staff is continuing to work with Ayyeka to resolve the meter totalization data discrepancies. At
this time, we do not have a date that resolution will occur for this problem; alternative providers
are being examined.

Staff has identified another metering/pressure reading alternative and is preparing to test these
other units. This testing will occur during the first 2 weeks of January 2018.

Staff has successfully performed testing of the alternative metering/pressure units. Ayyeka
has been notified of non-performance.

A single purpose data logger has been purchased to test; if successful would enable logging of
meter reads and manual download.

The data logger test was not successful. Staff is ready to proceed with the Ayyeka alternative;
Ayyeka has been notified of non-performance and a refund requested.

No Update.

B. In-Lieu Program

The wet winter has caused MET to authorize in-lieu (recharge of the basin will occur by taking
imported treated water “in-lieu” of pumping) deliveries of water under the Cyclic Storage
Program. OCWD will be purchasing 100,000 AF of water this year, in addition to the 65,000 AF
that is being recharged through OCWD’s spreading grounds. It is anticipated that it will take the
entire year to deliver this water, so groundwater wells will be turned off and the WZ system wiill
be delivering most of the water that our retail customers will use to meet their demands. Staff
worked with ID Modeling to review the hydraulic model for the WZ and examine any issues that
may occur due to high demands after the extended period of low demands (see also discussion
under OC-43/Walnut Takeout Vault below).

Update: MWD has suspended the In-Lieu program effective February 1% due to below normal
rainfall. WZ water deliveries through June 30th totaled 7,415.7 AF for the year.
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C. 0OC-43/Walnut Takeout Vault Rehabilitation/Replacement

Staff met on May 18, 2017 with Public Works Director Doug Stack and Water Manager Art
Valenzuela and presented our proposal to construct a new Walnut Turnout and abandon the old
one, leaving it to the City of Tustin for their vault and appurtenances. Tustin was concerned
about two meters and two Cla-Val's being so close to each other that it would create turbulence
and erroneous reads, but the area where these are located space constrained. We are awaiting
Tustin’s comments on our proposal.

Due to the availability of In-Lieu water and Tustin’s desire to take 9 cfs of flow through the Walnut
takeout (it has been averaging between 2 and 4 cfs for the last three years, staff has sent a letter
documenting a recent inspection of the vault and the Tustin valves and asked Tustin to certify
their confidence in the performance of the valves. In the event there are concerns about running
high flows through this takeout, staff will work with Tustin to deliver the water through alternate
takeouts.

Staff will be submitting a request to meet during the first part of December with MWD staff to
inspect the OC-43 turnout to determine the potential impacts of EOCWD installing a flow control
/ isolation valve immediately downstream of the MWD facility.

On December 13", a meeting was held with MWD staff, MWODC staff, and EOCWD staff to
inspect the MWD OC-43 turnout. The District’'s engineer is evaluating potential options for the
installation of an isolation valve downstream of the MWD facility.

RCE will be meeting with Tustin on 5/14/18 to discuss EOCWD’s proposed installation of a new
Walnut turnout; funding for the turnout will be included in the WZ FY 18-19 budget. Update: On
June 13, Engineer Frank Cahill sent Water Manager Art Valenzuela a letter memorializing
their meeting where EOCWD’s proposal to combine/coordinate the two construction
projects to minimize cost, time and disruption to the public (traffic). Tustin declined the
proposal.

D. Treatment Plant Feasibility Study Update

Staff will be participating in the OWOW (One Water One Watershed Program conducted by the
Santa Ana Watershed Project Authority — SAWPA) Pillar and Stakeholder Meetings to ascertain
opportunities to pursue funding through Prop. 1 and/or other sources. Staff will also be working
with Townsend and Associates to arrange meetings with City of Santa Ana representatives to
discuss the results of the Feasibility Study. Outreach is also underway regarding stormwater
treatment opportunities that may be present at Peters Canyon Lake Reservoir with the County
of Orange.

A second meeting was held with City of Santa Ana to discuss their interest in participating in the
treatment plant project. Santa Ana has agreed to examine their imported water demands (both
contractual and system needs) and provide the baseload demand that they would anticipate
needing. Both parties understand that the project feasibility is heavily influenced by the price of
the water and that there are also opportunities for increased reliability.

Update: Funding opportunities for additional engineering and environmental work are being
pursued by consultant project manager.
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E. OC-70 Meter Test Comparison

Background: An ongoing issue in the Wholesale Zone has been “unaccounted-for water.” For
several years, staff has been investigating the seeming “loss” of millions of gallons of water each
month — so much water in fact, that it would be creating large lakes somewhere if it was entering
and escaping our system.

Over the past several years, staff has conducted many analyses and failed to find a cause or a
pattern of loss that yielded clues as to the cause. After meeting with MET/MWDOC, it was
determined that EOCWD would provide a water balance for our side of the meter by installing a
new meter on this inlet pipeline to the Peters Canyon Reservoir, and placing AMI on each of the
takeouts so they can be balanced to the MET meters.

Staff has completed the electrical work required for the meter and for AMI at the various meters.
Staff is working with ID Modeling and Ayyeka to install remote monitoring (including remote meter
reading) at the takeouts.

The Ayyeka flow/pressure data loggers installed for the Water Quality Study will also be useful
in addressing this issue. Installation is scheduled to be completed by August 18",

All of the data loggers were installed as of last week. However, there has been some calibration
issues which we expect to be resolved by September 20%.

Staff had to return 2 non-functioning Ayyeka units for replacement. Staff is also continuing to
work through inaccurate meter totalization data from the existing Ayyeka units.

This item is related to the WZ Water Quality Study as the remote metering devices are used to
address the OC-70 metering issues also. As noted previously, staff has identified an alternative
unit and is in the process of conducting testing.

Staff met with Karl Seckel of MWDOC on April 5™ to discuss the outcome of his meeting with
MET last month regarding the metering issue at OC-70 and the criteria being evaluated with
regard to metering accuracy and what an acceptable percentile would be for water loss
between meters. MWDOC staff will be meeting with MET staff later this month to continue the
discussion.

EOCWD staff has provided historical import data to MWDOC who has offered to take the data
and create a report that shows the discrepancy between METs meter and EOCWDs meters.
MWDOC staff will be meeting with MET staff on June 18" to discuss.

Update: MWDOC met with MET staff on June 18" and has scheduled a meeting with EOCWD
staff on July 20™ to discuss the outcome of that meeting.

F. Corrosion Protection

Corrpro completed the anode installation work on the Andres (11.5 MG) Reservoir's cathodic
protection system on March 29™ and inspection by V&A Engineering was completed in June
with the project accepted at the July 20" Board Meeting.

Staff is currently working with V&A to schedule some additional testing at the Newport reservoir
that was recommended in the report. Staff will also be requesting a proposal from Corrpro for
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the installation of new sacrificial anodes at the Chandler and Ethelbee takeouts. Replacement
anodes were recommended at these locations.

Additional testing of the cathodic protection system at the Newport reservoir was completed on
August 29", The system is working properly and no adjustments were needed.
V&A Engineering submitted a report on September 8™,

The V&A report noted 2 locations that need to have sacrificial anodes replaced — Ethelbee and
Chandler vaults. Corrpro will be providing a proposal to perform this work after conducting a
site visit in December.

Due to the current work load, staff will be arranging the site visits in March 2018. RCE has
been tasked with developing a summary of the Corrosion Control Plan and providing a
spreadsheet listing annual preventative measures needed for both the WZ and RZ.

This work has been delayed into April due to work load combined with being short of one field
staff employee.

Update: Staff has developed a prioritized plan to address corrosion issues identified in the
master plan and will begin work to complete the repairs and preventative measures over the
course of this summer.

G. Handy Creek Road

District engineers RCE Consultants are working with the City of Orange and The Irvine
Company to resolve issues related to: relocation of the Jamboree Connection and Jamboree
gate at the entrance to Handy Creek Road, improvements to Handy Creek Road and protection
of our facilities during construction, inundation impacts if there was a leak in the reservoir and
access and construction impacts while the Santiago Hills Il project is under construction.

Update: TIC and ATT have resolved the issue of the fiberline relocation; EOCWND'’s pipeline
issue is still pending.

H. New 16” Newport Magnetic Flow Meter
Staff is in the process of installing another 16” magnetic flow meter behind the Newport reservoir.
This meter will be used to measure all import water coming from the Upper Zone to the retalil
zone and 11.5 MG reservoir.

The District’s engineer is working through MWDOC to request approval from MWD of the piping
configuration for the new meter. This is necessary to ensure that the designed installation of the
meter does not invalidate the accuracy of the meter.

Update: This issue will be discussed with MWDOC at the upcoming July 20" meeting.

I. WZ Connection Permits

None to report.
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RETAIL ZONE

1)

2)

3)

4)

In-Lieu Water

The MWDOC Board approved the In-Lieu program through June 2017. This means that our
Retail Zone will be taking imported water for the remaining part of 2017 and into 2018,
however we will pay the same for 75% of the water as if we were pumping it from the
groundwater basin. For the most part, we will idle our wells with the exception of periods
where water quality sampling is required, or we determine that periodic flushing of the wells
should be done to maintain water quality.

Update: The retail zone is now receiving imported water. 15.5% of water supplied to the RZ
during the month of June was ground water. The remaining 84.5% was treated import water.
Total retail water production for FY 2017-2018 was 842.3 AF. Groundwater accounted for
240.2 AF, In-lieu water accounted for 391.3 AF, and import water for 210.8 AF. The District’s
basin pumping percentage (BPP) for 2017-2018 is 75%.

OCWD Proposed South Orange County Pilot Water Storage & Exchange Program

At the December 13, 2017 OCWD Water Issues Committee Meeting, OCWD staff
recommended that the Committee enter into a Memorandum of Understanding with Moulton
Niguel Water District that would allow them to establish a non-emergency water storage
account. Director Bell was present at the meeting and submitted comments as a private
citizen; the District has not taken a formal position on the issue. Several speakers were
present and like Director Bell, urged the Committee to remand this to the Groundwater
Producer’s Committee for further study and review.

The issue of storage in the OC Groundwater Basin is under study by OCWD; a report is
expected sometime before September 2018.

Update: No report.

East Orange DroughtReach™ Program

The conservation reduction for December was only 4.6 % (from 2013) which is 10% less than
our 15% mandatory requirement for December. Heat, wind and lack of precipitation
combined to reduce conservation in December for the first time since 2014; however, overall,
residents continue to respond well to calls for conservation. Revisions to the Conservation
Ordinance were suggested at the May 11" E&O Committee meeting, however the Committee
requested further discussion on revisions to the Conservation Ordinance take place after the
legislature takes action on long-term conservation regulations.

Update: RZ Demand is trending slightly higher (6%) in June than in 2016/17, but is still 20%
below FY 2013 for the month. Water efficiency messaging is continuing through social media
and print media (Foothill Sentry).

Well / Booster Station Operations

East Well and West Well — For June, 15.5% of Retail Zone demand was met using ground
water.
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5)

6)

7

8)

Update: Total retail demand for June was 84 AF.

Well Levels - Well water levels in June trended downward as shown on the attached graph due
to the end of in-lieu and to the resumed usage of our wells. Please note at the beginning of
June water levels went up due to operational changes — turning off the wells and purchasing
import water. However, levels are continuing to drop even while our wells our off. This is to be
expected due to the increased pumping by the surrounding agencies.

Update: The static water level for the East Well is currently at 239.5 feet BGS (below ground
surface). Staff will continue to closely monitor the levels. Note that pumping water levels have
been as low as 297 feet BGS back in July 2014.

Vista Panorama Reservoir

Staff has been working with RCE and AKD Consulting to develop plans to improve the
reservoir and pump station as well as the overall site layout. Improvements being evaluated
include variable speed pumps and backup power options that include solar and battery
options that could provide reduced energy costs as well as a more environmentally friendly
and reliable operation; this is consistent with our Strategic Plan goals.

This project has been delayed due to other priorities; work continues on determining an
optimal generator/battery/solar combination for pump station reliability at a reasonable price.
Staff is looking into solar/battery backup combinations that could help reduce the size of the
generator needed for the site; there may be funding available for this type of backup power
combination.

Update: Staff is assessing a phased approach to the backup power issue and recommending
that work on the reservoir proceed in advance of resolving the backup power issue due to cost
issues.

System Leaks

None to report.

Water Availability Request/Connection Permits

None to report.

Monthly WZ & RZ Operations Activities

e Meeting with Carollo Engineering to review RZ and WZ Master Plans.

e Meeting with OCFA to review facilities and operations.

o Completed annual reports to SWRCB for RZ and WZ systems.

e Meeting with AKD Consulting for Vista Panorama Reservoir.

e Hired new employee for Water Distribution Worker | position.

e Clean up at McPherson Yard.

[ )

Reviewed Distribution water quality data for Annual Consumer Confidence Report (Ops.
Mngr.)

Meeting with Trimble representative (Ops. Mngr.)

e RZ meter reading.
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Sent our RFQ and issued contract for Chandler Ranch power pedestal replacement. (Ops

Mngr.)

Sent out RFPs for asphalt / concrete patch repairs (Ops. Mngr.)
Meeting with Helio Energy Solutions (staff).

Ordered water quality supplies.

Met with ID Modeling on SEDARU water updates.

Submitted Annual Reports to DDW — Retail and Wholesale (Ops. Mngr).
Worked on service lateral inventory (staff).

Attended WEROC meeting (Ops. Mngr.)

Weekly Tasks

Attend weekly safety meetings (All field staff)

Reviewed sewer cleaning operations with OCSD

Performed weekly water quality sampling

Measure static and pumping water levels in wells.

Performed USA locations

Responded to utility requests from the County and City of Orange
Picked up water quality supplies and changed reagent bottles
Clean-up, organize and restock service trucks

Clean-up and organized shop

Vehicle maintenance

Monthly Tasks

Attend monthly staff meeting with General Manager (all employees)
Attend committee meetings — Operations and Engineering (Ops Mgr)
Prepared monthly CDPH water quality reports

Prepared monthly CRWQCB report for well discharge

Report retail water system production to State

Performed dead-end flushing

Read WZ meters

Check WZ meter data; assist with preparation of WZ Billing
Participated in WEROC radio test

JOINT SYSTEM (WZ & RZ) ACTIVITIES

Water Loss Audit

On May 1%t and 2", staff met with WSO to perform volumetric meter testing of the well meters.
WSO is reviewing the data that was collected and will provide a report by the end of May. Staff
is coordinating with WSO for an additional date to test the Retail Zone input meters and
residential meters. Staff will be attending workshops on May 18th and August 22nd
respectively. These workshops are designed to assist with the submission of the final water
audit due in October 2017.

Staff will be changing out 25 meters the week of July 17 which will be tested so that the data
can be incorporated into the water loss report.
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On August 29", Jerry Mendzer participated in the Water Loss TAP Wave 4 Water Audit. The
validated audit should be available the week of September 18™ and needs to be submitted to
DWR by October 1.

The water loss audit was submitted to DWR by October 1%; staff is working with consultant
WSO to identify ongoing work to reduce water loss — recommendations will be incorporated
into the FY 2018/19 Budget Revision Recommendations.

Staff will be meeting with WSO/MWDOC on March 13" to discuss the program for next year,
and will discuss budgeting and metering issues.

Update: Staff will be commencing participation in Phase Il of the MWDOC Water Loss
Program that includes further water loss analysis and meter accuracy testing.

SEDARU
Please see the attached SEDARU water work and sewer work reports which provide
information on work staff is performing and the types of customer interactions that staff are

having.

Electronic Records Management System

All water and sewer paper records of the District have been assembled in boxes with each file
recorded on a chain-of-custody memo to enable electronic scanning by AMI; delivery of the
first half of the boxes to the scanning center was completed in late July. The new computer
server that will house the records and the records management software (Laserfiche) was
delivered and installed in late August. The Laserfiche software and first series of scanned
documents have been installed and it is working very well. Staff is working on the next set of
records to be sent for scanning; a total of 275 boxes of documents representing over 250,000
documents will be scanned and archived electronically into our system. Over the next several
months, documents that don’t require retention under our document management policy will
be brought to the Board for destruction.

The sewer documentation scanning is complete; staff is working with contractor AMI
(Laserfiche) to audit records to determine reliability that all documents are accessible and
readable. This work will continue prior to destruction of any records.

Update: Document scanning for 75% of the records is complete and the system has been
tested to ensure that documents can be located and retrieved. Some document destruction
(shredding) will begin in March. The balance of the records will be scanned in FY 2018/19
due to budgetary limitations.

Safety

The District experienced the first lost time accidents we have had since 2014 during the past
month. One employee suffered a back injury after working on a pipeline excavation/relocation
on the Alexander/Stoller project and the other employee experienced a head injury when they
walked into the marquee in the front of the office. Both employee’s injuries have healed and
both employees have worked with the Operations Manager to identify the way they could
avoid further injury. A general safety meeting will be held on Wednesday, November 21 to
reinforce general safety practices and the importance of overall safety hygiene.

10
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The District held its first wellness workshop with all employees on October 27", A speaker
was brought in to discuss stress and its physiological effects on the body and mind, as well as
methods to minimize it. Healthy eating was also discussed and lunch was provided from a
local fast food restaurant that showed healthy options that could be selected. Employee
feedback was positive about the workshop; future sessions will focus on stretching exercises
and incorporating more movement into the workday and limiting extended periods of sitting.

Staff reviewed information regarding the California Division of Dams request for information
regarding the status of the Santiago Dam (at Irvine Lake). The Administrative Office is within
the inundation zone in the event of a dam failure; staff will be seeking further information.

All staff completed their crystalline silica training in March. For the month of June staff, was
focused on respiratory protection and are refining procedures to ensure compliance with
respiratory protection requirements. May’s focus will be on prevention of heat illness as we
head into warmer weather. Staff will also be attending the annual SafetyFest program offered
by the Orange County Water Association on May 24", Upcoming training in June will focus
on fall protection.

In May, Staff attended the annual SafetyFest program and completed Heat lliness training. In
June we are focused on completing fall protection training. Update: Upcoming training in July
will focus on confined spaces.

Finance Committee

The Finance Committee Meeting Minutes for June 14, 2018

Engineering & Operations Committee

Minutes of the June 14, 2018 Engineering & Operations Committee Meeting are attached to
this report.

11
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EOCWD Customer Work

Count

2017 2018 Grand Total
by Employee Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun
jmendzer 1 12 112 2 7 13 3 2 15 1 6 73
mplummer 23 33 21 45 21 5 26 40 18 91 31 32 386
mcardenas 5 8 1 2 1 17
Grand Total 24 49 30 57 25 13 39 43 20106 32 38 476

Count
2017 2018 Grand Total
Type/Month Matrix  Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun
Broken Meter Box 2 1 1 4 12 1 21
Conservation 1 1 2 3 5 2 8 1 4 27
Customer Leak 2 6 3 4 1 3 2 2 2 25
Hi/Lo Pressure 1 1 2 1 5
High Water Bill 2 3 1 3 6 4 2 21
Meter Changeout 4 23 6 1 2 2 6 1 2 2 2 51
Meter Connect 3 4 3 1 1 1 10 1 26
Meter Disconnect 4 2 10 2 4 1 3 6 35
Misc Customer Task 4 1 1 29 3 1 10 5 56 9 32 157
Service Lateral Leak 2 4 2 3 1 4 3 3 22
Water Qual. Compl. 2 2
Meter Read 7 7 10 3 7 1 9 14 7 7 10 11 93
Grand Total 24 49 30 57 25 13 39 43 20103 33 49 485
Work Type Totals
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WATER DISTRICT June-2018

EOCWD Line Cleaning

Cleaning by Staff

Contractor jabeyta jdavis mcardenas Grand Total
Cleaning Runs 388 15 19 103 525
Feet of Pipe 88,386 4,815 7,524 25,198 125,923

EOCWD Manhole Inspections
Inspections by Staff

Jun 301 3 99 25 428

SSO Events
SSO Events

EOCWD FOG Inspections
FOG Inspections by Staff

Inspections 20 3 1 24




June 2018 - Sewer Connection & Wholesale Connection Permits

Local

Tvpe of Issued Regional c itv | Inspection Wholesale
Applicant Name Connection Address P Permit APN Date Issued CFCC apactty P Total Sewer Fees | Connection | Water District
Development Chage Fees
No (OCSD) Fees Meter Fees
Fees
Kathy Stoffer 10632 Crawford Canyon Rd. SFR 18-32 |393-121-01| 6/11/2018 $0.00 $0.00 $0.00 $0.00 $0.00 EOCWD
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WATER DISTRICT

TO: BOARD OF DIRECTORS

FROM: GENERAL MANAGER

SUBJECT: DROUGHT RESPONSE REPORT - June 2018
DATE: July 15, 2018

Meetings

e Lisa attended meetings of the Urban Water Institute to organize a panel presentation on Statewide
Drought Resiliency for the August-2018 conference on April 12 & 27, 2018.

Water Waste/High Water Bill Phone Calls
e Matt assisted customer at Fowler Avenue with water conservation on June 29, 2018.

WUE Materials
e N/A.

Drought Social Media/Print Messaging Efforts
e EOCWD Facebook page is updated by Communications Lab and EOCWD Staff.
e EOCWD Twitter page is updated by Communications Lab and EOCWD Staff.
e EOCWD Website page is updated by Communications Lab and EOCWD. The 3 days a week new
schedule was updated in our website on April 2018.
e Foothill Sentry Ad: An Ad was published in June 2018 - “Fix Sprinkler Leaks. Save 6,300 gallons of
water each month!”

Customer Rebate Activities
e None to report.

Groundwater Replenishment System (GWRS) Credits
The GWRS production allocated to EOCWD can be reported as Indirect Potable Reuse (IPR). For the
month of June 2018, EOCWD showed an IPR credit of 4.6 acre feet (equivalent to 1.5 million gallons or
5.5 % the RZ’s June demand) that was sent to GWRS by sewer customers in the RZ for eventual reuse
through the groundwater wells. This number represents “new” water that wasn’t imported.



Finance Committee

Minutes of the
June 14, 2018 Meeting

Present: Lisa Ohlund, Doug Davert, John Sears

N e

10.

11.

The Meeting was called to order at 8:30 a.m.
No public communications were received by the Committee.
No additional items arising after posting the agenda.

Designation of Paul Kaymark as Assistant Treasurer — Staff reported that Treasurer
Cindy Byerrum has relocated to High Desert and is focused primarily on PCG’s Inland
Empire clients; Paul Kaymark will be handling the Coastal clients. Staff requested
adding him as Assistant Treasurer to assist with those duties. The Committee concurred
and recommended his appointment to the Board.

Vista del Lago Septic-to-Sewer Conversion — Vista Del Lago — Staff noted the June 12"
meeting with the property owners to review the terms of the financing, the annual
estimated cost per property and the voting process that will occur prior to the July 9™
Special Board Meeting.

Write-Off of Uncollectable Accounts — Staff reviewed the uncollectable accounts with the
Committee and recommended their write-off; the Committee concurred.

FY 17/18 Audit — Fraud Questionnaire from Auditor David/Farr — Staff reviewed the
guestionnaire with the Committee and obtained their responses. She noted that she will
compile the responses into the form and submit it to the Auditor.

Web/Email Vendor Change — Staff reported that a new email/website vendor has been
contracted; the current vendor is unable to maintain email and website records in a
manner that conforms to our records management program and public records
requirements. The transfer will occur during the last week of June into July. She noted
that the files are very large and the process will take some time; the IT consultant will
coordinate with Board Members to ensure their email is running correctly.

Proposed FY 2019-23 Capital Improvement Budgets — The proposed CIP budgets for all
three enterprise entities were reviewed with the Committee. Staff noted that it will be the
“Year of the Valve” for the WZ and RZ, while Browning Avenue and the purchase of a
new combination truck will be the primary focus for ID1. The Committee recommended
their adoption by the Board.

Budget Reports — April 30, 2018 — Staff noted that all three enterprises were still
projected to end the year with a surplus.

Personnel Changes — Staff reported that Administrative Assistant Reyna Ayala had
resigned her position; staff were currently advertising for her position and estimated it



would be filled by mid-August. General Manager Ohlund also reported that the position
of Operator I, which has been vacant for one year pending determination of the need for
filling the position, has been filled. Jason Thorsell was hired as of June 1, 2018.

12. FY 18/19 Salary Schedule & Recommended Adjustments — Staff reviewed the proposal
that would be submitted to the Board at their upcoming meeting; the Committee
recommended approval by the Board.

13. The meeting adjourned at 10:32 a.m.



Engineering & Operations Committee

Minutes of the June 14, 2018 Meeting

Present: Richard Bell, John Dulebohn, Lisa Ohlund, Jerry Mendzer, Nick Arhontes, Frank Cahill
Called to order at 4:30 p.m.

Added Items: Orange County Water District Desal Plant Term Sheet

1. Vista Panorama Reservoir — Staff reported that we have incorporated the back-up
generator at the Sidehill Booster Station and backup power for the Vista Panorama
Pump Station into an overall Energy Management Plan; we are developing a scope of
work and identifying potential consultants for the preparation.

2. Lead Service Line Inventory Report — Staff reported that this report has been
submitted to the SWRCB indicating that we have no lead service lines.

3. 2018 Consumer Confidence Report — The Committee reviewed the 2018 CCR,;
staff noted that Communications LAB was also involved in the graphic production
of the report. The Committee recommended acceptance of the report to the
Board.

4. East & West Well — Well levels remain at approximately 244 ft bgs; well levels
have dropped about 20 ft since January 2018.

5. RZWater Use — RZ water use totaled 71 AF for May; demand was 10
AF lower than last year (this May was cool and overcast); we are down
34% over FY 13/14 demands.

6. WZ Low Demand Operations Plan — Demands are high enough that Low
Demand purchases are not necessary; staff will be returning with a proposed
Low Demand policy in August or September.

7. Peters Canyon Treatment Plant Reconstruction — Staff noted that the Bureau
of Reclamation is open to our submitting a request for shared funding of an
analysis of stormwater and runoff water quality as a water supply for the
treatment plant.

8. OC-70 Meter Issue — MWDOC Assistant General Manager Karl Seckel
indicated that he will be meeting with MET staff within the month to discuss
the meter issue. Staff reported that we experienced a problem with the OC-70
pump station being unable to deliver the demand requested; MET is
investigating the problem.

9. OC-43 Turnout/Tustin — Engineer Frank Cahill met with Tustin Water Manager Art



Valenzuela to request that our Walnut vault construction and their new construction be
coordinated to minimize cost impacts and disruption to traffic and the surrounding
businesses and neighborhood; Tustin declined. Staff will work on an alternative
solution.

10. WZ Water Use — The WZ deliveries for February totaled 141.7 AF. Water quality was
maintained without any need for flushing to maintain water quality.

11. Browning Avenue/El Camino Real Offset Issue — Staff reviewed the bid process for
this project and noted that only one bid was received; W.A. Rasic Construction bid
$134,000 to complete the project. Engineer Cabhill reviewed the bid and determined
that it was competitive. Staff recommended award of the project to Rasic
Construction; the Committee agreed and recommended that the Board approve the
contract. Target construction start date is July 9™ with completion by August 10",

12. Master Plan/Condition Assessment — Staff noted that the draft report was received
and under review by staff. It was noted that Director Bell would be gone during the
next regularly scheduled E&O Meeting; to accommodate the draft report
presentation, the meeting was moved to July 5. It was noted that most of the
meeting would be taken up with this subject.

13. Septic2Sewer Conversion — Vista Del Lago — Staff noted that a meeting was held on
June 12™ with the property owners to review the terms of the financing, the annual
estimated cost per property and the voting process that will occur prior to the July 9™
Special Board Meeting.

14. System Rehabilitation and Replacement Project —

a. Fulllength CIPP —Work on this contract has stopped pending a contract
dispute. The Contractor, Sancon, has requested additional pay for “extra”
root cleaning; the contract doesn’t include a provision for this. Staff has
asked Sancon to provide justification for their request.

b. UV CIPP Demonstration — Performance Pipe demonstrated their UV cured
CIPP (a German process) by lining a portion of Hyde Street (Full-length).
The process was slower than regular CIPP, but appears to provide a better
product. Cost is approximately $12-$14/ft more than steam-cured CIPP
(current process). Staff is discussing this product with other agencies
(including the City of Los Angeles, which is giving preference to this product.

15. Sewer Permits —
a. Six permits were issued in May. EOCWD staff is processing about 97% of the
permits.

16. Spill Report — No spills occurred in May, 2018.

17. Joint Administration —

a. General Engineering Services — Contract with Steven Andrews Engineering —
General Manager Ohlund announced that Frank Cahill was leaving RCE for a
sabbatical and noted EOCWND’s appreciation for all of his work. Staff indicated that
in examining firms that could provide the same level of service provided by RCE,
they spoke with Steve Andrews and he indicated that he could provide that level of



service personally and through others in his firm. Mr. Andrews has performed
work for the district before and has significant historical knowledge about the
District, as well as over 40 years of engineering experience, and many years as
District Engineer for several Inland Empire agencies. Staff recommended that the
District retain him to provide district engineering services; the Committee
recommended that the Board approve the contract with Steven Andrews
Engineering.

b. Proposed FYs 2018-2022 Capital Improvement Program — The proposed CIP
budgets for all three enterprise entities were reviewed with the Committee. Staff
noted that it will be the “Year of the Valve” for the WZ and RZ, while Browning
Avenue and the purchase of a new combination truck will be the primary focus for
ID1. The Committee recommended their adoption by the Board.

c. Personnel Changes — General Manager Ohlund reported that Administrative
Assistant Reyna Ayala had resigned her position; staff were currently advertising
for her position and estimated it would be filled by mid-August. General Manager
Ohlund also reported that the position of Operator |, which has been vacant for
one year pending determination of the need for filling the position, has been filled.
Jason Thorsell was hired as of June 1, 2018.

18. Adjournment — 6:20 p.m.
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WATER DISTRICT
TO: BOARD OF DIRECTORS
FROM: GENERAL MANAGER

SUBJECT: COMMUNITY FACILITIES DISTRICT (CFD 2018-1): SECOND READING -
ORDINANCE NO. 2018-1, AUTHORIZING THE LEVY OF A SPECIAL TAX

DATE: JULY 19, 2018

Background

At the July 9, 2018 Meeting, the Board held the first reading of proposed Ordinance No. 2018-1;
this Ordinance would authorize the levy of a special tax to repay the bonds issued to finance
improvements to the sewer system that will enable the nine (9) Vista del Lago property owners to
connect to the District's sewer system.

Tonight, a second reading of Ordinance 2018-1 is scheduled to occur. Final publication of the
Ordinance would occur on August 4, 2018. Assuming the Board approves the subsequent resolution
approving the issuance of the 2018 Special Tax Bonds, the bonds could be issued after August 19",
the date the Ordinance becomes effective.

Fiscal Impact

There is no discernable financial impact on the District from this action; the bonds that will be
issued are not obligations of the District, but rather they are obligations of the properties upon which
the special tax will be levied.

Recommendation

The Board conduct a second reading of Ordinance No. 2018-1, and adopt the Ordinance.



ORDINANCE NO. 2018-1

ORDINANCE OF THE BOARD OF DIRECTORS OF EAST ORANGE
COUNTY WATER DISTRICT, ACTING IN ITS CAPACITY AS THE
LEGISLATIVE BODY OF COMMUNITY FACILITIES DISTRICT NO. 2018-1
OF EAST ORANGE COUNTY WATER DISTRICT, AUTHORIZING THE
LEVY OF A SPECIAL TAX WITHIN THE DISTRICT

WHEREAS, on June 5, 2018, the Board of Directors (the “Board of Directors”) of East
Orange County Water District (the “Water District”) adopted Resolution No. 822 declaring its
intention to form Community Facilities District No. 2018-1 of East Orange County Water District
(the “District”) pursuant to the Mello-Roos Community Facilities Act of 1982, as amended,
comprising Chapter 2.5 of Part 1 of Division 2 of Title 5 of the Government Code of the State of
California (the “Act”), and adopted Resolution No. 823 declaring its intention to incur bonded
indebtedness of the District; and

WHEREAS, on July 9, 2018, after providing all notice required by the Act, the Board of
Directors opened a public hearing required by the Act relative to the formation of the District,
the proposed levy of a special tax within the District to finance certain public improvements
described in Resolution No. 822 and to secure the payment of any bonded indebtedness of the
District, and the proposed issuance of up to $700,000 of bonded indebtedness; and

WHEREAS, at the July 9, 2018 public hearing, all persons desiring to be heard on all
matters pertaining to the formation of the District, the proposed levy of the special tax within
the District to finance the improvements and the payment of a special tax lien described in
Resolution No. 822 and the proposed issuance of bonded indebtedness of the District were
heard and a full and fair hearing was held; and

WHEREAS, on July 9, 2018, following the close of the public hearing, the Board of
Directors adopted a resolution establishing the District (the “Resolution of Formation”) and a
resolution determining the necessity to incur bonded indebtedness of the District (the
“Resolution to Incur Bonded Indebtedness”) each of which called a consolidated special
election on July 9, 2018 within the District on three propositions relating to the levying of a
special tax, the incurring of bonded indebtedness and the establishment of an appropriations
limit for the District; and

WHEREAS, on July 9, 2018, a special election was held within the District at which the
qualified electors approved by more than a two-thirds vote Propositions A, B and C authorizing
the levy of a special tax within the District for the purposes described in the Resolution of
Formation and the issuance of bonded indebtedness for the District as described in the
Resolution to Incur Bonded Indebtedness.



NOW, THEREFORE, THE BOARD OF DIRECTORS, ACTING AS THE LEGISLATIVE BODY OF
COMMUNITY FACILITIES DISTRICT NO. 2018-1 OF EAST ORANGE COUNTY WATER DISTRICT,
ORDAINS AS FOLLOWS:

1. The above recitals are all true and correct.

2. By the passage of this Ordinance, the Board of Directors authorizes the levy of a
special tax within the District at the maximum rates and in accordance with the rates and
method of apportionment set forth in Attachment “C” to Resolution No. 822, which rate and
method of apportionment is incorporated by reference herein (the “Rate and Method”).

3. The Board of Directors is hereby further authorized to determine in each
subsequent fiscal year, by ordinance, or by resolution if permitted by then applicable law, on or
before August 10 of each year, or such later date as is permitted by law, the specific special tax
rate and amount to be levied on each parcel of land in the District pursuant to the Rate and
Method. The special tax rate to be levied pursuant to the Rate and Method shall not exceed
the applicable maximum rates set forth therein, but the special tax may be levied at a lower
rate.

4, Properties or entities of the state, federal or other local governments shall be
exempt from the special tax, except as otherwise provided in Sections 53317.3 and 53317.5 of
the Act and the Rate and Method. No other properties or entities are exempt from the special
tax unless the properties or entities are expressly exempted in the Resolution of Formation, or
in a resolution of consideration to levy a new special tax or special taxes or to alter the Rate or
Method of an existing special tax as provided in Section 53334 of the Act.

5. All of the collections of the special tax pursuant to the Rate and Method shall be
used as provided for in the Act and the Resolution of Formation. The special tax shall be levied
within the District only so long as needed for the purposes described in the Resolution of
Formation.

6. The special tax levied pursuant to the Rate and Method shall be collected in the
same manner as ordinary ad valorem property taxes are collected and shall be subject to the
same penalties and the same procedure, sale and lien priority in case of delinquency as is
provided for ad valorem taxes (which such procedures include the exercise of all rights and
remedies permitted by law to make corrections, including, but not limited to, the issuance of
amended or supplemental tax bills), as such procedure may be modified by law or by this Board
of Directors from time to time.

7. As a cumulative remedy, if any amount levied as a special tax for payment of the
interest or principal of any bonded indebtedness of the District, together with any penalties and
other charges accruing under this Ordinance, are not paid when due, the Board of Directors
may, not later than four years after the due date of the last installment of principal on the
Bonds, order that the same be collected by an action brought in the superior court to foreclose
the lien of such special tax.



8. The President shall sign this Ordinance and the Secretary shall attest to the
President’s signature and then cause the same to be published within fifteen (15) days after its
passage at least once in a newspaper of general circulation published and circulated in East
Orange County Water District.

9. This Ordinance relating to the levy of the special tax within the District shall take
effect 30 days following its final passage, and the specific authorization for adoption is pursuant
to the provisions of Section 53340 of the Act.

10. The Secretary is hereby authorized to transmit a certified copy of this ordinance
to the Orange County Assessor and Treasurer-Tax Collector, and to perform all other acts which
are required by the Act, this Ordinance or by law in order to accomplish the purpose of this
Ordinance.

INTRODUCED ON the 9t day of July, 2018 and adopted on the 19t day of July, 2018.

Douglass S. Davert, President

| hereby certify that the foregoing is a full, true and correct copy of the Ordinance
approved by the Board of Directors of East Orange County Water District at its meeting held on
July 19, 2018.

ATTEST:

Jeff Hoskinson, Board Secretary
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WATER DISTRICT MEMO

TO: BOARD OF DIRECTORS
FROM: GENERAL MANAGER

SUBJECT: COMMUNITY FACILITIES DISTRICT (CFD 2018-1): RESOLUTION NO. ____
AUTHORIZING ISSUANCE OF 2018 SPECIAL TAX BONDS

DATE: JULY 19, 2018

Background

At the July 9, 2018 Meeting, the Board formed CFD 2018-1 for the purpose of assisting with the
financing of improvements that will allow nine Vista del Lago property owners to abandon their septic
systems and connect to the EOCWD sewer system. A subsequent election was held that same night
wherein the property owners voted to tax themselves for up to $700,000 of the cost of the
improvements.

Resolution No. _ would authorize issuance of both the 2018 Series A Special Tax Bonds
(“Series 2018A Bonds” or “Non-Taxable”) and 2018 Series B Special Tax Bonds (“Series 2018B” or
“Taxable”).

Government Code Section 5852.1 requires that the Board obtain from an underwriter,
financial advisor or private lender and disclose, prior to the authorization of the issuance of
bonds with a term greater than 13 months, good faith estimates of the following information
in a meeting open to the public: (a) the true interest cost of the bonds, (b) the sum of all fees
and charges paid to third parties with respect to the bonds, (c) the amount of proceeds of
the bonds expected to be received net of the fees and charges paid to third parties and any
reserves or capitalized interest paid or funded with proceeds of the bonds, and (d) the sum
total of all debt service payments on the bonds calculated to the final maturity of the bonds
plus the fees and charges paid to third parties not paid with the proceeds of the bonds. The
required good faith estimates are included in the Resolution and the Indenture Agreement
attached to this staff report.

The Indenture Agreement is a contract between the District and U.S. Bank (as the
“Fiscal Agent”) details the terms and conditions upon which the bonds are to be issued and
other issues such as how the funds will be held, the redemption provisions and other
required covenants. These conditions were reviewed with the property owners at the June 5,
2018 meeting.

Fiscal Impact

There is no discernable financial impact on the District from this action; the bonds that will be
issued are not obligations of the District, but rather they are obligations of the properties upon which
the special tax will be levied.

Recommendation

The Board adopt Resolution No. authorizing the issuance of the 2018 Special Tax Bonds.



RESOLUTION NO.

RESOLUTION OF THE BOARD OF DIRECTORS OF EAST ORANGE
COUNTY WATER DISTRICT, ACTING AS THE LEGISLATIVE BODY OF
COMMUNITY FACILITIES DISTRICT NO.2018-1 OF THE EAST
ORANGE COUNTY WATER DISTRICT, AUTHORIZING THE
ISSUANCE OF ITS 2018 SPECIAL TAX BONDS IN A PRINCIPAL
AGGREGATE PRINCIPAL AMOUNT NOT TO EXCEED SEVEN
HUNDRED THOUSAND DOLLARS ($700,000) AND APPROVING
CERTAIN DOCUMENTS AND TAKING CERTAIN OTHER ACTIONS IN
CONNECTION THEREWITH

WHEREAS, the Board of Directors of East Orange County Water District (the “Water District”),
located in Orange County, California (hereinafter sometimes referred to as the “legislative body of the
District”), has heretofore undertaken proceedings to form Community Facilities District No. 2018-1 of
East Orange County Water District (the “District”) pursuant to the terms and provisions of the
Mello-Roos Community Facilities Act of 1982, as amended, being Chapter 2.5, Part 1, Division 2, Title 5
of the Government Code of the State of California (the “Act”); and

WHEREAS, pursuant to a resolution adopted by the legislative body of the District on July 9,
2018, a bond proposition was submitted to the qualified electors within the District to authorize the
District to issue bonds pursuant to the Act in an aggregate principal amount not to exceed $700,000,
and such proposition was approved by more than two-thirds of the votes cast at the election held within
the District on July 9, 2018; and

WHEREAS, based upon the aforesaid resolutions and elections, the District is now authorized
pursuant to the Act to issue bonds in an aggregate principal amount not to exceed $700,000; and

WHEREAS, the District desires to finance certain authorized facilities (the “Project”) for the
District through the issuance of bonds in an aggregate principal amount not to exceed $700,000 in one
or more series designated as the “Community Facilities District No. 2018-1 of East Orange County Water
District 2018A Special Tax Bonds” (the “Series 2018A Bonds”) and the “Community Facilities District No.
2018-1 of East Orange County Water District 2018B Special Tax Bonds (Taxable)” (the “Series 2018B
Bonds,” and, together with the 2018A Bonds, the “Bonds”); and

WHEREAS, in order to effect the issuance of the Bonds, the legislative body of the District
desires to enter into a Trust Indenture, dated as of August 1, 2018, with respect to the 2018A Bonds (the
“2018A Indenture”) and a Trust Indenture, dated as of August 1, 2018, with respect to the 2018B Bonds
(the “2018B Indenture,” and together with the 2018A Indenture, the “Indentures”), each with U.S. Bank
National Association, as Fiscal Agent, in substantially the forms presented herewith; and

WHEREAS, the legislative body of the District has determined in accordance with
Section 53360.4 of the Code that a negotiated sale of the Bonds to a qualified institutional buyer to be
selected by the District (the “Purchaser”) will result in a lower overall cost to the District than a public
sale; and



WHEREAS, set forth below are good faith estimates of Fieldman, Rolapp & Associates, Inc., the
municipal advisor, as required under Section 5852.1 of the California Government Code (the “Code”).
The following estimates have no bearing on, and should not be misconstrued as, any not to exceed
financial parameters authorized by this resolution.

(a) The true interest cost of the bonds is estimated at 4.56% calculated as provided in
Section 5852.1(a)(1)(A) of the Code.

(b) The finance charge of the Bonds, including all fees and charges paid to third parties, is
estimated at $52,000.

(c) Proceeds of the Bonds received by the District for the sale of the Bonds are equal to
$547,732.

(d) The total payment amount calculated as provided in Section 5852.1(a)(1)(D) of the Code
is estimated at $1,159,945.

The foregoing estimates and the final costs will depend on market conditions and can be
expected to vary from the estimated amounts set forth above.

WHEREAS, the legislative body of the District has determined that it is prudent in the
management of its fiscal affairs to issue the Bonds; and

NOW, THEREFORE, THE BOARD OF DIRECTORS OF EAST ORANGE COUNTY WATER DISTRICT,
ACTING AS THE LEGISLATIVE BODY OF THE DISTRICT, DOES HEREBY RESOLVE, DETERMINE AND ORDER
AS FOLLOWS:

1. Each of the above recitals is true and correct.

2. The legislative body of the District is authorized pursuant to the Act to issue the
Bonds for the benefit of the District for purposes set forth herein and to take the necessary
steps to finance the Project.

3. The issuance of the Bonds in an aggregate principal amount not to exceed
$700,000 and an interest rate not to exceed 4.50% per annum with respect to the Series 2018A
Bonds 6.04% per annum with respect to the Series 2018B Bonds is hereby authorized with the
exact principal amount to be determined by the official signing the Indentures as described
below. The legislative body of the District hereby determines that it is prudent in the
management of its fiscal affairs to issue the Bonds. Each series of Bonds shall mature on the
dates and pay interest at the rates set forth in the Indenture applicable to such series to be
executed on behalf of the District. Each series of Bonds shall be governed by the terms and
conditions of the Indenture applicable to such series presented at this meeting. The Indentures
shall be prepared by Bond Counsel to the District and executed by one or more of the President
or Secretary of the legislative body of the District, or the General Manager, of the Water District
(collectively, the “Authorized Officers”) substantially in the forms presented at this meeting,
with such additions thereto and changes therein as the officer or officers executing the same
deem necessary to cure any ambiguity or defect therein, to insert the offering price(s), interest



rate(s), selling compensation, principal amount per maturity, redemption dates and prices and
such other related terms and provisions in accordance with the limitations set forth in this
Resolution. Approval of such changes shall be conclusively evidenced by the execution and
delivery of the Indentures by one or more Authorized Officers. Capitalized terms used in this
Resolution which are not defined herein have the meanings ascribed to them in the Indentures.

4. The Bonds shall be executed on behalf of the District by the manual or facsimile
signature of the President of the legislative body of the District, and the seal of the District, or a
facsimile thereof, shall be impressed or imprinted thereon and attested with the manual or
facsimile signature of the Secretary of the legislative body of the District. U.S. Bank National
Association is hereby appointed to act as Fiscal Agent for the Bonds.

5. The covenants set forth in the Indentures to be executed in accordance with
Section 3 above are hereby approved, shall be deemed to be covenants of the Board of
Directors in its capacity as the legislative body of the District and shall be complied with by the
District and its officers.

6. In accordance with the requirements of Section 53345.8 of the Act, the
legislative body of the District hereby determines that the value of the real property in the
District subject to the special tax to pay debt service on the Bonds is at least three times the
principal amount of the Bonds and the principal amount of all other bonds outstanding that are
secured by a special tax levied pursuant to the Act or a special assessment levied on property
within the District.

7. The Authorized Officers are each authorized to provide for all services necessary
to effect the issuance of the Bonds. Such services shall include, but not be limited to, obtaining
legal services, municipal advisor services, fiscal agent services and any other services deemed
appropriate as set forth in a certificate of an Authorized Officer. The Authorized Officers are
authorized to pay for the cost of such services, together with other Costs of Issuance from Bond
proceeds.

8. The President and Secretary of the legislative body of the District, the Authorized
Officers and the other officers and staff of the Water District and the District responsible for the
fiscal affairs of the District are hereby authorized and directed to take any actions, including the
selection of the Purchaser, and execute and deliver any and all documents as are necessary to
accomplish the issuance, sale and delivery of the Bonds in accordance with the provisions of
this Resolution and the fulfillment of the purposes of the Bonds as described in the Indentures.
In the event that the President of the legislative body of the District is unavailable to sign any
document authorized for execution herein, any other member of the legislative body of the
District, or his designee, may sign such document. Any document authorized herein to be
signed by the Secretary of the legislative body of the District may be signed by a duly-appointed
deputy secretary.

9. This Resolution shall take effect immediately upon its adoption.



Dated: July 19, 2018

Douglass S. Davert, President

| hereby certify that the foregoing is a full, true and correct copy of the Resolution
adopted by the Board of Directors of the East Orange County Water District at its meeting held
onJuly 19, 2018.

ATTEST:

Jeff Hoskinson, Board Secretary
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COMMUNITY FACILITIES DISTRICT NO. 2018-1
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TRUST INDENTURE

This TRUST INDENTURE, by and between Community Facilities District No. 2018-1 of
East Orange County Water District (the “District”) and U.S. Bank National Association, as fiscal
agent (the “Fiscal Agent”), dated as of August 1, 2018 (the “Indenture”), governs the terms of
the Community Facilities District No. 2018-1 of East Orange County Water District 2018 Special
Tax Bonds and any Parity Bonds issued in accordance herewith from time to time.

RECITALS:

WHEREAS, the Board of Directors of East Orange County Water District, located in
Orange County, California (hereinafter sometimes referred to as the “legislative body of the
District”), has heretofore undertaken proceedings and declared the necessity to issue bonds
pursuant to the terms and provisions of the Mello-Roos Community Facilities Act of 1982, as
amended, being Chapter 2.5, Part 1, Division 2, Title 5, of the Government Code of the State of
California (the “Act”); and

WHEREAS, based upon Resolution Nos. __and ___ adopted by the legislative body of
the District on July 9, 2018, and the elections held July 9, 2018 authorizing the levy of a special
tax and the issuance of bonds, the District is now authorized to issue bonds in an aggregate
principal amount not to exceed $1,000,000; and

WHEREAS, the legislative body of the District now intends to finance certain public
facilities through the issuance of bonds designated as the “Community Facilities District No.
2018-1 of the East Orange County Water District 2018A Special Tax Bonds” (the “Bonds”) in the
collective aggregate principal amount of $ (the “Bonds”), pursuant to this Indenture
and Resolution No. 2018- _ adopted by the legislative body of the District on July 19, 2018
authorizing the issuance of the Bonds (the “Resolution of Issuance”); and

WHEREAS, the District has determined that all requirements of the Act for the issuance
of the Bonds have been satisfied;

NOW, THEREFORE, in order to establish the terms and conditions upon and subject to
which the Bonds are to be issued, and in consideration of the premises and of the mutual
covenants contained herein and of the purchase and acceptance of the Bonds by the Owners
thereof, and for other valuable consideration, the receipt of which is hereby acknowledged, the
District does hereby covenant and agree, for the benefit of the Owners of the Bonds and any
Parity Bonds (as defined herein) which may be issued hereunder from time to time, as follows:

ARTICLE |
DEFINITIONS

Section 1.1. Definitions. Unless the context otherwise requires, the following terms
shall have the following meanings:

“‘Act” means the Mello-Roos Community Facilities Act of 1982, as amended,
Sections 53311 et seq. of the California Government Code.

“Administrative Expense Fund” means the fund by that name established pursuant to
Section 3.1.



“‘Administrative Expense Requirement” means $ , provided that at its
option, the District may establish the Administrative Expense Requirement for any Bond Year
subsequent to the initial Bond Year at any amount larger than $ that is not in
excess of the lesser of (a) 102% of the Administrative Expense Requirement applicable in the
immediately preceding Bond Year or (b) the remainder of (i) the sum of the Maximum Special
Tax applicable to each Parcel of Taxable Property in the District in the Fiscal Year that ends in
such Bond Year minus (ii) 110% of Annual Debt Service for such Bond Year.

“Administrative Expenses” means the administrative costs with respect to the calculation
and collection of the Special Taxes, including all attorneys’ fees and other costs related thereto,
the fees and expenses of the Fiscal Agent, any fees and related costs for credit enhancement
for Bonds or any Parity Bonds which are not otherwise paid as Costs of Issuance, any costs
related to the District's compliance with state and federal laws requiring continuing disclosure of
information concerning the Bonds and/or the District, if any, and any other costs otherwise
incurred by the Water District on behalf of the District in order to carry out the purposes of the
District as set forth in the Resolution of Formation and any obligation of the District hereunder.

“Affiliate” of another Person means (i) a Person directly or indirectly owning, controlling,
or holding with power of vote, 25% or more of the outstanding voting securities of such other
Person, (i) any Person 25% or more of whose outstanding voting securities are directly or
indirectly owned, controlled, or held with power to vote, by such other Person, and (iii) any
Person directly or indirectly controlling, controlled by, or under common control with, such other
Person; for purposes hereof, control means the power to exercise a controlling influence over
the management or policies of Person, unless such power is solely the result of an official
position with such Person.

“Annual Debt Service” means, for any Bond Year, the sum of (i) the interest payable on
all Outstanding Bonds in such Bond Year, assuming that all Outstanding Bonds are retired as
scheduled (including by reason of Sinking Fund Payment redemption in such Bond Year), and
(i) the principal amount of all Outstanding Bonds due in such Bond Year (including any Sinking
Fund Payment redemptions due in such Bond Year).

“Authorized Investments” means any of the following investments, if and to the extent
the same are at the time legal for investment of the District’s funds (the Fiscal Agent is entitled
to rely upon investment direction from the District as a certification that such investment is an
Authorized Investment):

1. @) Direct obligations (other than an obligation subject to variation in
principal repayment) of the United States of America (“United States Treasury
Obligations”), (b) obligations fully and unconditionally guaranteed as to timely payment
of principal and interest by the United States of America, (c) obligations fully and
unconditionally guaranteed as to timely payment of principal and interest by any agency
or instrumentality of the United States of America when such obligations are backed by
the full faith and credit of the United States of America, or (d) evidences of ownership of
proportionate interests in future interest and principal payments on obligations described
above held by a bank or trust company as custodian, under which the owner of the
investment is the real party in interest and has the right to proceed directly and
individually against the obligor and the underlying government obligations are not
available to any person claiming through the custodian or to whom the custodian may be
obligated.



2. Federal Housing Administration debentures.

3. The listed obligations of government-sponsored agencies which are not
backed by the full faith and credit of the United States of America:

Federal Home Loan Mortgage Corporation (FHLMC)
Participation certificates (excluded are stripped mortgage
securities which are purchased at prices exceeding their principal
amounts)
Senior Debt obligations
- Farm Credit Banks (formerly: Federal Land Banks, Federal
Intermediate Credit Banks and Banks for Cooperatives)
Consolidated system-wide bonds and notes
- Federal Home Loan Banks (FHL Banks)
Consolidated debt obligations
- Federal National Mortgage Association (FNMA)
Senior debt obligations
Mortgage-backed securities (excluded are stripped mortgage
securities which are purchased at prices exceeding their principal
amounts)
- Financing Corporation (FICO)
Debt obligations
Resolution Funding Corporation (REFCORP)
Debt obligations

4, Unsecured certificates of deposit, time deposits, and bankers’
acceptances (having maturities of not more than 30 days) of any bank (including the
Fiscal Agent and any affiliate) the short-term obligations of which are rated “A-1” or
better by S&P.

5. Deposits the aggregate amount of which are fully insured by the Federal
Deposit Insurance Corporation (FDIC), in banks (including the Fiscal Agent and any
affiliate) which have capital and surplus of at least $5 million.

6. Commercial paper (having original maturities of not more than 270 days
rated “A-1+” by S&P and “Prime-1" by Moody'’s.

7. Money market funds rated “AAm” or “AAm-G” by S&P, or better (including
those of the Fiscal Agent or its affiliates).

8. “State Obligations,” which means:

@) Direct general obligations of any state of the United States of
America or any subdivision or agency thereof to which is pledged the full faith
and credit of a state the unsecured general obligation debt of which is rated “A3”
by Moody’s and “A” by S&P, or better, or any obligation fully and unconditionally
guaranteed by any state, subdivision or agency whose unsecured general
obligation debt is so rated.



(b) Direct general short-term obligations of any state agency or
subdivision or agency thereof described in (A) above and rated “A-1+" by S&P
and “Prime-I” by Moody'’s.

(c) Special Revenue Bonds (as defined in the United States
Bankruptcy Code) of any state, state agency or subdivision described in (A)
above and rated “AA” or better by S&P and “Aa” or better by Moody’s.

9. Pre-refunded municipal obligations rated “AAA” by S&P and “Aaa” by
Moody’s meeting the following requirements:

@) the municipal obligations are (1) not subject to redemption prior to
maturity or (2) the paying agent for the municipal obligations has been given
irrevocable instructions concerning their call and redemption and the issuer of the
municipal obligations has covenanted not to redeem such municipal obligations
other than as set forth in such instructions;

(b) the municipal obligations are secured by cash or United States
Treasury Obligations which may be applied only to payment of the principal of,
interest and premium on such municipal obligations;

(© the principal of and interest on the United States Treasury
Obligations (plus any cash in the escrow) has been verified by the report of
independent certified public accountants to be sufficient to pay in full all principal
of, interest, and premium, if any, due and to become due on the municipal
obligations (“Verification”);

(d) the cash or United States Treasury Obligations serving as security
for the municipal obligations are held by an escrow agent or paying agent in trust
for owners of the municipal obligations;

(e) no substitution of a United States Treasury Obligation shall be
permitted except with another United States Treasury Obligation and upon
delivery of a new Verification; and

0] the cash or United States Treasury Obligations are not available
to satisfy any other claims, including those by or against the paying agent or
escrow agent.

10. Repurchase agreements:

With (1) any domestic bank, or domestic branch of a foreign bank, the long term
debt of which is rated at least “A” by S&P and “A3” by Moody’s; or (2) any broker-dealer
with “retail customers” or a related affiliate thereof which broker-dealer has, or the parent
company (which guarantees the provider) of which has, long-term debt rated at least “A”
by S&P and “A3” by Moody’s, which broker-dealer falls under the jurisdiction of the
Securities Investors Protection Corporation; or (3) any other entity rated “A” or better by
S&P and Moody’s, provided that:

(@) The market value of the collateral is maintained at levels equal to 104% of
the amount of cash transferred by the Fiscal Agent or the District to the provider of the



repurchase agreement plus accrued interest with the collateral being valued weekly and
marked-to-market at one current market price plus accrued interest;

(b) The Fiscal Agent or a third party acting solely as agent therefor or for the
District (the “Holder of the Collateral”’) has possession of the collateral or the collateral
has been transferred to the Holder of the Collateral in accordance with applicable state
and federal laws (other than by means of entries on the transferor’s books);

(© The repurchase agreement shall state and an opinion of counsel shall be
rendered at the time such collateral is delivered that the Holder of the Collateral has a
perfected first priority security interest in the collateral, any substituted collateral and all
proceeds thereof (in the case of bearer securities, this means the Holder of the
Collateral is in possession);

(d) The repurchase agreement shall provide that if during its term the
provider’s rating by either Moody’s or S&P is withdrawn or suspended or falls below “A-”
by S&P or “A3” by Moody’s, as appropriate, the provider must, at the direction of Fiscal
Agent or the District, within 10 days of receipt of such direction, repurchase all collateral
and terminate the agreement, with no penalty or premium to the Fiscal Agent or the
District.

Notwithstanding the above, if a repurchase agreement has a term of 270 days or
less (with no evergreen provision), collateral levels need not be as specified in (a)
above, so long as such collateral levels are 103% or better and the provider is rated at
least “A” by S&P and “A3” by Moody’s, respectively.

11. Investment agreements with a domestic or foreign bank or corporation
(other than a life or property casualty insurance company) the long-term debt of which
or, in the case of a guaranteed corporation the long-term debt, or, in the case of a
monoline financial guaranty insurance company, claims paying ability, of the guarantor is
rated at least “AA” by S&P and “Aa” by Moody’s; provided that, by the terms of the
investment agreement:

@) interest payments are to be made to the Fiscal Agent or the District at
times and in amounts as necessary to pay debt service (or, if the investment agreement
is for the Improvement Fund, construction draws) on the Bonds;

(b) the invested funds are available for withdrawal without penalty or
premium, at any time upon not more than seven days’ prior notice; the Fiscal Agent or
the District hereby agrees to give or cause to be given notice in accordance with the
terms of the investment agreement so as to receive funds thereunder with no penalty or
premium paid;

(© the investment agreement shall state that is the unconditional and general
obligation of, and is not subordinated to any other obligation of, the provider thereof, or,
in the case of a bank, that the obligation of the bank to make payments under the
agreement ranks pari passu with the obligations of the bank to its other depositors and
its other unsecured and unsubordinated creditors;

(d) the Fiscal Agent or the District receives the opinion of domestic counsel
(which opinion shall be addressed to Fiscal Agent or the District) that such investment



agreement is legal, valid, binding and enforceable upon the provider in accordance with
its terms and of foreign counsel (if applicable) in form and substance acceptable, and
addressed to, the Fiscal Agent or the District;

(e) the investment agreement shall provide that if during its term

0] the provider’s rating by either S&P or Moody’s falls below “AA-" or
“Aa3”, respectively, the provider shall, at its option, within 10 days of receipt of
publication of such downgrade, either (y) collateralize the investment agreement
by delivering or transferring in accordance with applicable state and federal laws
(other than by means of entries on the provider’s books) to the District, the Fiscal
Agent or a third party acting solely as agent therefor (the “Holder of the
Collateral”) collateral free and clear of any third-party liens or claims the market
value of which collateral is maintained at levels and upon such conditions as
would be acceptable to S&P and Moody’s to maintain an “A” rating in an “A”
rated structured financing (with a market value approach); or (z) repay the
principal of and accrued but unpaid interest on the investment; and

(i) the provider’s rating by either S&P or Moody’s is withdrawn or
suspended or falls below “A-" or “A3”, respectively, the provider must, at the
direction of the Fiscal Agent or the District, within 10 days of receipt of such
direction, repay the principal of and accrued but unpaid interest on the
investment, in either case with no penalty or premium to the Fiscal Agent or
District; and

() the investment agreement shall state and an opinion of counsel shall be
rendered, in the event collateral is required to be pledged by the provider under the
terms of the investment agreement at the time such collateral is delivered, that the
Holder of the Collateral has a perfected first priority security interest in the collateral, any
substituted collateral and all proceeds thereof (in the case of bearer securities, this
means the Holder of the Collateral is in possession);

(9) the investment agreement must provide that if during its term

0] the provider shall default in its payment obligations, the provider’s
obligations under the investment agreement shall, at the direction of the Fiscal
Agent or the District, be accelerated and amounts invested and accrued but
unpaid interest thereon shall be repaid to the Fiscal Agent or the District, and

(i) the provider shall become insolvent, not pay its debts as they
become due, be declared or petition to be declared bankrupt, etc. (“event of
insolvency”), the provider's obligations shall automatically be accelerated and
amounts invested and accrued but unpaid interest thereon shall be repaid to the
Fiscal Agent or the District.

12. The State of California Local Agency Investment Fund.

“Authorized Representative of the Water District” and/or “Community Facilities District”
means the General Manager of the Water District, or his or her designee, or any other person or
persons designated by the Board of Directors of the Water District and authorized to act on
behalf of the Water District by a written certificate signed on behalf of the Water District by the



President of the Board of Directors of the Water District and containing the specimen signature
of each such person.

“‘Average Annual Debt Service” means the average of the Annual Debt Service for all
Bond Years, including the Bond Year in which the calculation is made.

“Board of Directors” means the Board of Directors of the Water District acting as the
legislative body of the District.

“Bond Counsel” means an attorney at law or a firm of attorneys, selected by the District,
of nationally recognized standing in matters pertaining to the tax-exempt nature of interest on
bonds issued by states and their political subdivisions duly admitted to the practice of law before
the highest court of any state of the United States of America or the District of Columbia.

“Bond Register’” means the books which the Fiscal Agent shall keep or cause to be kept
on which the registration and transfer of the Bonds and any Parity Bonds shall be recorded.

“Bond Year” means the twelve month period commencing on September 2 of each year
and ending on September 1 of the following year, except that the first Bond Year for the Bonds
or an issue of Parity Bonds shall begin on the Delivery Date thereof and end on the first
September 1 which is not more than 12 months after the Delivery Date.

“Bondowner” or “Owner” means, with respect to any Bond or Parity Bond, the Person or
Persons in whose name or names such Bond or Parity Bond is registered, as shown on the
Bond Register. Initially, the Bondowner shall be the Original Purchaser.

“‘Bonds” means the Community Facilities District No. 2018-1 of East Orange County
Water District 2018A Special Tax Bonds, issued pursuant to this Indenture.

“Business Day” means a day which is not a Saturday or Sunday or a day of the year on
which banks in New York, New York, Los Angeles, California, or the city where the corporate
trust office of the Fiscal Agent is located, are not required or authorized to remain closed.

“Certificate of an Authorized Representative” means a written certificate or warrant
request executed by an Authorized Representative of the Water District or Community Facilities
District.

“Code” means the Internal Revenue Code of 1986, as amended, and any Regulations,
rulings, judicial decisions, and notices, announcements, and other releases of the United States
Treasury Department or Internal Revenue Service interpreting and construing it.

“Costs of Issuance” means the costs and expenses incurred in connection with the
formation of the District and the issuance and sale of the Bonds or any Parity Bonds, including
the acceptance and initial annual fees and expenses of the Fiscal Agent, legal fees and
expenses, costs of printing the Bonds or any Parity Bonds, Original Purchaser’s counsel fees,
fees of the appraiser, the Special Tax Administrator, the placement agent, and financial
consultants, fees of the California Debt Investment Advisory Commission and all other related
fees and expenses.

“Costs of Issuance Account” means the account by that name established in the
Improvement Fund pursuant to Section 3.1.



“County” means the County of Orange, California.

“Delivery Date” means, with respect to the Bonds and each issue of Parity Bonds, the
date on which the Bonds of such issue were issued and delivered to the initial purchasers
thereof.

“Depository” means The Depository Trust Company, New York, New York, and its
successors and assigns as securities depository for the Bonds, to the extent eligible for book-
entry registration as provided herein, or any other securities depository acting as Depository
under Article .

“Developed Property” has the meaning ascribed thereto in the Rate and Method of
Apportionment.

“District” means Community Facilities District No. 2018-1 of East Orange County Water
District established pursuant to the Act and the Resolution of Formation.

“Federal Securities” means, subject to applicable law, United States Treasury notes,
bonds, bills or certificates of indebtedness, including United States Treasury Obligations, State
and Local Government Series (“SLGS”) or other direct obligations issued by the United States
Treasury for which the faith and credit of the United States are pledged for the payment of
principal and interest; and obligations issued by banks for cooperatives, federal land banks,
federal intermediate credit banks, federal home loan banks, the Federal Home Loan Bank
Board, the Tennessee Valley Authority, or other federal agencies or United States Government-
sponsored enterprises.

“Fiscal Agent” means U.S. Bank National Association, a national banking association
duly organized and existing under the laws of the United States of America, at its principal
corporate trust office in Los Angeles, California, and its successors or assigns, or any other
bank or trust company which may at any time be substituted in its place as provided in
Sections 7.2 or 7.3 and any successor thereto.

“Fiscal Year” means the period beginning on July 1 of each year and ending on the next
following June 30.

“Gross Special Taxes” means the amount of all Special Taxes received by the District,
together with the proceeds collected from the sale of property in the District pursuant to the
foreclosure provisions of this Indenture for the delinquency of such Special Taxes after payment
of administrative costs and attorney’s fees payable from such proceeds to the extent not
previously paid from the Administrative Expense Fund.

“Improvement Fund” means the fund by that name established pursuant to Section 3.1

“Indenture” means this Trust Indenture dated as of August 1, 2018, by and between the
District and the Fiscal Agent.

“Independent Financial Consultant” means a financial consultant or special tax
consultant or firm of such consultants generally recognized to be well qualified in the financial
consulting or special tax consulting field, appointed and paid by the District, who, or each of
whom:



Q) is in fact independent and not under the domination of the District or Water
District;

(2 does not have any substantial interest, direct or indirect, in the District or Water
District; and

3) is not connected with the District as a member, officer or employee of the District
or Water District, but who may be regularly retained to make annual or other reports to the
District or Water District.

“Interest Account” means the account by that name in the Special Tax Fund.

‘Interest Payment Date” means each March1l and September1l, commencing
September 1, 2018.

‘Investment Agreement” means one or more agreements for the investment of funds of
the District complying with the criteria therefor as set forth in Subsection (11) of the definition of
Authorized Investments herein.

“Letter of Representations” means a letter substantially in the form attached hereto as
Exhibit B delivered by each purchaser of the Bonds to the District to the effect, among other
things, that such purchaser (a) has such knowledge and experience in financial and business
matters that it is capable of evaluating the merits and risks of the Bonds, (b) is acquiring the
Bonds for its own account for the purpose of investment and not with a view to the distribution
thereof, and (c) has no present intention of selling, negotiating, transferring, or otherwise
disposing of the Bonds so purchased.

“Maximum Annual Debt Service” means, at any point in time, with respect to the Bonds
then Outstanding, the greatest amount of Annual Debt Service on the Bonds in the then current
or any succeeding Bond Year prior to the final maturity of the Bonds.

“‘Maximum Special Tax” has the meaning ascribed to it in the Rate and Method of
Apportionment.

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

“Net Special Taxes” means Gross Special Taxes minus the amount (not in excess of the
then applicable Administrative Expense Requirement) deposited in the Administrative Expense
Fund pursuant to Section 3.2(b).

“‘Nominee” shall mean the nominee of the Depository, which may be the Depository, as
determined from time to time pursuant to Section 2.16.

“Ordinance” means Ordinance No. __ adopted by the legislative body of the District on
July 19, 2018, providing for the levying of the Special Tax.

“Original Purchaser” means Western Alliance Business Trust, a wholly owned affiliate of
Western Alliance Bank, an Arizona corporation, as the initial purchaser and its successors and
assigns.



“Outstanding” or “Outstanding Bonds and Parity Bonds” means all Bonds and Parity
Bonds issued by the District, except:

Q) Bonds theretofore cancelled or surrendered for cancellation in
accordance with Section 10.1;

(2) Bonds and Parity Bonds for payment or redemption of which moneys
shall have been theretofore deposited in trust (whether upon or prior to the maturity or the
redemption date of such Bonds or Parity Bonds), provided that, if such Bonds or Parity Bonds
are to be redeemed prior to the maturity thereof, notice of such redemption shall have been
given as provided in this Indenture or any applicable Supplemental Indenture for Parity Bonds;
and

3) Bonds and Parity Bonds which have been surrendered to the Fiscal
Agent for transfer or exchange pursuant to Section 2.9 or for which a replacement has been
issued pursuant to Section 2.10.

“Parcel” has the meaning ascribed to it in the Rate and Method of Apportionment.

“Parity Bonds” means all bonds, notes or other similar evidences of indebtedness
thereafter issued, payable out of Net Special Taxes and which, as provided in this Indenture or
any Supplemental Indenture, rank on a parity with the Bonds.

“Participant” means each of the broker-dealers, banks and other financial institutions
from time to time for which the Depository holds Bonds or Parity Bonds as securities depository.

“Person” means natural persons, firms, corporations, partnerships, associations, joint
ventures, trusts, public bodies and other entities.

“‘Prepayments” means any amounts paid by the District to the Fiscal Agent and
designated by the District as a prepayment of Special Taxes for one or more Parcels in the
District made in accordance with the Rate and Method of Apportionment.

“Principal Account” means the account by that name in the Special Tax Fund.

“Principal Office of the Fiscal Agent” means the corporate trust office of the Fiscal Agent
located in Los Angeles, California, provided that for purposes of redemption, payment,
exchange, transfer or surrender of Bonds such term shall mean the corporate trust office of the
Fiscal Agent located in St. Paul, Minnesota, or such other office or offices as the Fiscal Agent
may designate from time to time, or the office of any successor Fiscal Agent where it principally
conducts its corporate trust and agency business.

“Project” means those public facilities described in the Resolution of Formation which
are to be acquired or constructed within and outside of the District, including all engineering,
planning and design services and other incidental expenses related to such facilities and other
facilities, if any, authorized by the qualified electors within the District from time to time.

“Project Costs” means the amounts necessary to finance the Project, to create and
replenish any necessary reserve funds, to pay the initial and annual costs associated with the
Bonds or any Parity Bonds, including, but not limited to, remarketing, credit enhancement,
Fiscal Agent and other fees and expenses relating to the issuance of the Bonds or any Parity
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Bonds or the formation of the District, and to pay any other “incidental expenses” of the District,
as such term is defined in the Act.

‘Rate and Method of Apportionment” means that certain Rate and Method of
Apportionment of Special Tax approved pursuant to the Resolution of Formation, as such Rate
and Method of Apportionment may be amended in accordance with the Act and this Indenture.

“‘Rebate Fund” means the fund by that name established pursuant to Section 3.1 in
which there are established the accounts described in Section 3.1.

“‘Rebate Regulations” means any final, temporary or proposed Regulations promulgated
under Section 148(f) of the Code.

“‘Record Date” means the fifteenth day of the month preceding an Interest Payment
Date, regardless of whether such day is a Business Day.

“Redemption Account” means the account by that name in the Special Tax Fund.

“‘Regulations” means the regulations adopted or proposed by the Department of
Treasury from time to time with respect to obligations issued pursuant to Section 103 of the
Code.

“‘Representation Letter” means the Blanket Letter of Representations from the District
and the Fiscal Agent to the Depository as described in Section 2.13.

“‘Reserve Account” means the account by that name in the Special Tax Fund.

“‘Reserve Account Requirement” means 50% of the Maximum Annual Debt Service on
the Bonds; provided, however, that the Reserve Account Requirement shall not increase from
year to year.

“‘Residential Property” has the meaning ascribed thereto in the Rate and Method of
Apportionment.

“Resolution of Formation” means Resolution No. 831 adopted by the Board of Directors
of the Water District on July 9, 2018, pursuant to which the Water District formed the District.

“Resolution of Issuance” means Resolution No. of the District, approving among
other things this Indenture and any supplemental indenture approved pursuant to Article VI.

“S&P” means S&P Global Ratings, its successors and assigns.

“Sinking Fund Payment” means the annual payment to be deposited in the Principal
Account to redeem a portion of the Term Bonds in accordance with the schedule set forth in
Section 4.1(b) hereof and any annual sinking fund payment schedule to retire any Parity Bonds
which are designated as Term Bonds.

“Special Tax Administrator’ means Albert A. Webb Associates in its capacity as the

consultant engaged by the District to administer the calculation and collection of the Special
Taxes, or any successor or replacement entity acting in such capacity.
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“Special Tax Fund” means the fund by that name created and established pursuant to
Section 3.1.

“Special Tax Holding Fund” means the fund by that name created and established
pursuant to Section 3.1.

“Special Taxes” means the Special Tax A (as defined in the Rate and Method)
authorized to be levied by the District on property within the District in accordance with the
Ordinance, the Resolution of Formation, the Act and the voter approval obtained at the July 9,
2018 election in the District. Special Tax B (as defined in the Rate and Method) is neither
pledged nor available to pay debt service on the Bonds.

“Supplemental Indenture” means any supplemental indenture amending or
supplementing this Indenture.

“Tax Certificate” means the certificate by that name to be executed by the District on the
Delivery Date to establish certain facts and expectations and which contains certain covenants
relevant to compliance with the Code.

“Taxable Property” has the meaning ascribed to it in the Rate and Method of
Apportionment.

“Term Bonds” means the Bonds maturing on September 1, 2043, and any term
maturities of an issue of Parity Bonds as specified in a Supplemental Indenture.

“Water District” means East Orange County Water District.
ARTICLE Il
GENERAL AUTHORIZATION AND BOND TERMS

Section 2.1. Amount, Issuance, Purpose and Nature of Bonds and Parity Bonds.
Under and pursuant to the Act, Bonds in the aggregate principal amount of $ shall
be issued for the purposes of financing the Project, funding the Reserve Account and paying
Costs of Issuance, provided the aggregate principal amount of the Bonds and any Parity Bonds
shall not exceed the total indebtedness authorized in accordance with the Act. The Bonds shall
be and are limited obligations of the District and shall be payable as to the principal thereof and
interest thereon and any premiums upon the redemption thereof solely from the Net Special
Taxes and the other amounts in the Special Tax Fund, but not from amounts in the
Administrative Expense Fund, the Improvement Fund, the Rebate Fund and the Special Tax
Holding Fund.

Section 2.2. Type and Nature of Bonds. Neither the faith and credit nor the taxing
power of the Water District, the State of California or any political subdivision thereof other than
the District is pledged to the payment of the Bonds or any Parity Bonds. Except for the Special
Taxes, no other taxes are pledged to the payment of the Bonds or any Parity Bonds. The
Bonds and any Parity Bonds are not general or special obligations of the Water District nor
general obligations of the District, but are limited obligations of the District payable solely from
certain amounts deposited by the District in the Special Tax Fund, as more fully described
herein. The District’s limited obligation to pay the principal of, premium, if any, and interest on
the Bonds and any Parity Bonds from amounts in the Special Tax Fund is absolute and
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unconditional, free of deductions and without any abatement, offset, recoupment, diminution or
set-off whatsoever. No Owner of Bonds or any Parity Bonds may compel the exercise of the
taxing power by the District (except as pertains to the Special Taxes) or the Water District or the
forfeiture of any of their property. The principal of and interest on the Bonds and any Parity
Bonds and premiums upon the redemption thereof, if any, are not a debt of the Water District,
the State of California or any of its political subdivisions within the meaning of any constitutional
or statutory limitation or restriction. The Bonds and any Parity Bonds are not a legal or
equitable pledge, charge, lien, or encumbrance upon any of the District’s property, or upon any
of its income, receipts or revenues, except the Net Special Taxes and other amounts in the
Special Tax Fund which are, under the terms of this Indenture and the Act, set aside for the
payment of the Bonds, any Parity Bonds and interest thereon and neither the members of the
legislative body of the District nor any persons executing the Bonds or any Parity Bonds, are
liable personally on the Bonds by reason of their issuance.

Notwithstanding anything to the contrary contained in this Indenture, the District shall not
be required to advance any money derived from any source of income other than the Net
Special Taxes for the payment of the interest on or the principal of or premium on the Bonds or
any Parity Bonds or for the performance of any covenants contained herein. The District may,
however, advance funds for any such purpose, provided that such funds are derived from a
source legally available for such purpose.

Section 2.3. Equality of Bonds and Parity Bonds and Pledge of Net Special
Taxes. Subject only to the provisions of this Indenture permitting the application thereof for the
purposes and on the terms and conditions set forth herein, in order to secure the payment of the
principal of and interest on the Bonds and any Parity Bonds in accordance with their terms, the
provisions of this Indenture and the Act, the District hereby pledges to the Owners, and grants
thereto a lien on and a security interest in, all of the Net Special Taxes and any other amounts
held in the Special Tax Fund. Said pledge shall constitute a first lien on and security interest in
such assets, which shall immediately attach to such assets and be effective, binding and
enforceable against the District, its successors, purchasers of any of such assets, creditors and
all others asserting rights therein, to the extent set forth in, and in accordance with, this
Indenture, irrespective of whether those parties have notice of the pledge of, lien on and
security interest in such assets and without the need for any physical delivery, recordation, filing
or further act. Pursuant to the Act and this Indenture, the Bonds and any Parity Bonds shall be
equally payable from the Net Special Taxes and other amounts in the Special Tax Fund, without
priority for number, date of the Bonds or any Parity Bonds, date of sale, date of execution, or
date of delivery; and the payment of the interest on and principal of the Bonds and any Parity
Bonds and any premiums upon the redemption thereof, shall be made exclusively from the Net
Special Taxes and other amounts in the Special Tax Fund, which are hereby set aside for the
payment of the Bonds and any Parity Bonds. Amounts in the Special Tax Fund shall constitute
a trust fund held for the benefit of the Owners to be applied to the payment of the interest on
and principal of the Bonds and any Parity Bonds and so long as any of the Bonds and any
Parity Bonds or interest thereon remain Outstanding shall not be used for any other purpose,
except as permitted by this Indenture or any Supplemental Indenture. Notwithstanding any
provision contained in this Indenture to the contrary, Net Special Taxes deposited in the Rebate
Fund shall no longer be considered to be pledged to the Bonds or any Parity Bonds; and none
of the Rebate Fund, the Improvement Fund, the Administrative Expense Fund or the Special
Tax Holding Fund shall be construed as a trust fund held for the benefit of the Owners.

Nothing in this Indenture or any Supplemental Indenture shall preclude, subject to the
limitations contained hereunder, the redemption prior to maturity of any Bonds or Parity Bonds
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subject to call and redemption and payment of said Bonds or Parity Bonds from proceeds of
refunding bonds issued under the Act as the same now exists or as hereafter amended, or
under any other law of the State of California.

Section 2.4. Description of Bonds; Interest Rates. The Bonds shall be issued in
denominations of $250,000 or any dollar integral in excess thereof and shall consist of one
Term Bond, which shall be issued in the form of a single fully registered Bond. The ownership
of such Bond shall be registered in the Bond Register in the name of the Original Purchaser,
and shall be numbered as desired by the Fiscal Agent. Any Parity Bonds shall be issued in the
authorized denominations set forth in the Supplemental Indenture authorizing the issuance
thereof.

The Series Bonds shall be designated “COMMUNITY FACILITIES DISTRICT NO. 2018-
1 OF EAST ORANGE COUNTY WATER DISTRICT 2018A SPECIAL TAX BONDS.” The
Series Bonds shall be dated as of their Delivery Date and shall mature and be payable on
September 1, 2043 and shall bear interest at a rate of [ ]% per annum payable on each
Interest Payment Date.

Interest shall be payable on each Bond and Parity Bond from the date established in
accordance with Section 2.5 below on each Interest Payment Date until the principal sum of that
Bond or Parity Bond has been paid; provided, however, that if at the maturity date of any Bond
or Parity Bond (or if the same is redeemable and shall be duly called for redemption, then at the
date fixed for redemption) funds are available for the payment or redemption thereof in full, in
accordance with the terms of this Indenture, such Bonds and Parity Bonds shall then cease to
bear interest. Interest due on the Bonds and Parity Bonds shall be calculated on the basis of a
360-day year comprised of twelve 30-day months.

Section 2.5. Place and Form of Payment. The Bonds and Parity Bonds shall be
payable both as to principal and interest, and as to any premiums upon the redemption thereof,
in lawful money of the United States of America. The principal of the Bonds and Parity Bonds
and any premiums due upon the redemption thereof shall be payable upon presentation and
surrender thereof at the Principal Office of the Fiscal Agent. The Fiscal Agent shall note on its
Bond Register the remaining outstanding principal amount of each Bond subsequent to each
Sinking Fund Payment, which, absent manifest error, shall be binding and conclusive as to the
outstanding principal amount of such Bond. Notwithstanding any provision in this Indenture to
the contrary, so long as the Bonds are owned by the Original Purchaser, (i) the Fiscal Agent
shall pay principal of and interest and redemption premium, if any, on the Bonds when due by
wire transfer in immediately available funds to the Original Purchaser in accordance with such
wire transfer instructions as shall be filed by the Original Purchaser with the Fiscal Agent from
time to time, (ii) payments of principal on the Bonds shall be made without the requirement for
presentation and surrender by the Original Purchaser, provided that principal which is payable
at maturity shall be made only upon presentation and surrender at the Principal Office of the
Fiscal Agent, and (iii) the Fiscal Agent shall not be required to give notice to the Original
Purchaser of the Sinking Fund Payments described in Section 4.1(b). Notwithstanding anything
in this Indenture or the Bond to the contrary, presentation of the Bond is not required for the
payment thereof other than for final payment at maturity or otherwise hereunder.

Interest on any Bond shall be payable from the Interest Payment Date next preceding
the date of authentication of that Bond, unless (i) such date of authentication is an Interest
Payment Date in which event interest shall be payable from such date of authentication, (ii) the
date of authentication is after a Record Date but prior to the immediately succeeding Interest
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Payment Date, in which event interest shall be payable from the Interest Payment Date
immediately succeeding the date of authentication, or (iii) the date of authentication is prior to
the close of business on the first Record Date occurring after the issuance of such Bond, in
which event interest shall be payable from the dated date of such Bond, provided, however, that
if at the time of authentication of such Bond, interest is in default, interest on that Bond shall be
payable from the last Interest Payment Date to which the interest has been paid or made
available for payment or, if no interest has been paid or made available for payment on that
Bond, interest on that Bond shall be payable from its dated date. Interest on any Bond shall be
paid to the Person whose name shall appear in the Bond Register as the Owner of such Bond
as of the close of business on the Record Date. Such interest shall be paid by check of the
Fiscal Agent mailed by first class mail, postage prepaid, to such Bondowner at his or her
address as it appears on the Bond Register. In addition, upon a request in writing received by
the Fiscal Agent on or before the applicable Record Date from an Owner of $1,000,000 or more
in principal amount of the Bonds or of any issue of Parity Bonds, payment shall be made on the
Interest Payment Date by wire transfer in immediately available funds to an account designated
by such Owner.

Section 2.6. Form of Bonds and Parity Bonds. The Bonds and the certificate of
authentication shall be substantially in the form attached hereto as Exhibit A, which form is
hereby approved and adopted as the form of such Bonds and of the certificate of authentication.
In no event shall the Bonds be eligible for book-entry registration, unless requested by the
Owners of all of the Bonds then Outstanding. Each series of Parity Bonds and the certificate of
authentication therefor shall be in the form provided in the Supplemental Indenture for such
issue of Parity Bonds.

Section 2.7. Execution and Authentication. The Bonds and Parity Bonds shall be
signed on behalf of the District by the manual or facsimile signature of the President of the
Board of Directors and by the manual or facsimile signature of the Secretary of the Board of
Directors, or any duly appointed deputy Secretary, in their capacity as officers of the District. In
case any one or more of the officers who shall have signed or sealed any of the Bonds or Parity
Bonds shall cease to be such officer before the Bonds or Parity Bonds so signed and sealed
have been authenticated and delivered by the Fiscal Agent (including new Bonds or Parity
Bonds delivered pursuant to the provisions hereof with reference to the transfer and exchange
of Bonds or to lost, stolen, destroyed or mutilated Bonds), such Bonds and Parity Bonds shall
nevertheless be valid and may be authenticated and delivered as herein provided, and may be
issued as if the person who signed or sealed such Bonds or Parity Bonds had not ceased to
hold such office.

Only the Bonds bearing thereon such certificate of authentication in the form set forth in
Exhibit A attached hereto shall be entitled to any right or benefit under this Indenture, and no
Bond shall be valid or obligatory for any purpose until such certificate of authentication shall
have been duly executed by the Fiscal Agent.

Section 2.8. Bond Register. The Fiscal Agent will keep or cause to be kept, at the
Principal Office of the Fiscal Agent, sufficient books for the registration and transfer of the
Bonds and any Parity Bonds which shall upon reasonable prior notice be open to inspection by
the District during all regular business hours, and, subject to the limitations set forth in
Section 2.9 below, upon presentation for such purpose, the Fiscal Agent shall, under such
reasonable regulations as it may prescribe, register or transfer or cause to be transferred on
said Bond Register, Bonds and any Parity Bonds as herein provided.
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The District and the Fiscal Agent may treat the Person whose name appears on the
Bond Register as the absolute Owner of that Bond for any and all purposes, and the District and
the Fiscal Agent shall not be affected by any notice to the contrary. The District and the Fiscal
Agent may rely on the address of the Bondowner as it appears in the Bond Register for any and
all purposes. It shall be the duty of the Bondowner to give written notice to the Fiscal Agent of
any change in the Bondowner’s address so that the Bond Register may be revised accordingly.

Section 2.9. Registration of Exchange or Transfer. Subject to the limitations set
forth in the following paragraph with respect to the Bonds and limitations set forth in any
Supplemental Indenture with respect to any Parity Bonds, the registration of any Bond or Parity
Bond may, in accordance with its terms, be transferred upon the Bond Register by the Person in
whose name it is registered, in person or by his or her duly authorized attorney, upon surrender
of such Bond or Parity Bond for cancellation at the Principal Office of the Fiscal Agent,
accompanied by delivery of written instrument of transfer in a form acceptable to the Fiscal
Agent and duly executed by the Bondowner or his or her duly authorized attorney.

Notwithstanding the foregoing, a Bondowner may only transfer the Bonds so long as the
Bonds are transferred to a new Bondowner who has delivered a Letter of Representations (in
the form attached as Exhibit B hereto) to the District. An Owner of the Bonds may only transfer
Bonds in aggregate principal amounts of not less than $250,000 to an “accredited investor”
within the meaning of Section 2(a)(15) of the Securities Act of 1933, as amended (the
“Securities Act”) or a “qualified institutional buyer’ as defined in Rule 144A(a)(1) promulgated
under the Securities Act; provided that such transferee executes a Letter of Representations in
the form attached as Exhibit B hereto) to the District. Any transfer of Bonds that is not made in
accordance with this Section 2.9 shall be null and void.

Bonds or Parity Bonds may be exchanged at the Principal Office of the Fiscal Agent for
a like aggregate principal amount of Bonds or Parity Bonds of other authorized denominations
of the same maturity and issue. The Fiscal Agent shall not collect from the Owner any charge
for any new Bond issued upon any exchange or transfer, but shall require the Bondowner
requesting such exchange or transfer to pay any tax or other governmental charge required to
be paid with respect to such exchange or transfer. Whenever any Bonds or Parity Bonds shall
be surrendered for registration of transfer or exchange, the District shall execute and the Fiscal
Agent shall authenticate and deliver a new Bond or Bonds or a new Parity Bond or Parity Bonds
of the same issue and maturity, for a like aggregate principal amount; provided that the Fiscal
Agent shall not be required to register transfers or make exchanges of (i) Bonds or Parity Bonds
for a period of 15 days next preceding any selection of the Bonds or Parity Bonds to be
redeemed, or (ii) any Bonds chosen for redemption.

Section 2.10. Mutilated, Lost, Destroyed or Stolen Bonds. If any Bond or Parity
Bond shall become mutilated, the District shall execute, and the Fiscal Agent shall authenticate
and deliver, a new Bond or Parity Bond of like tenor, date, issue and maturity in exchange and
substitution for the Bond so mutilated, but only upon surrender to the Fiscal Agent of the Bond
so mutilated. Every mutilated Bond so surrendered to the Fiscal Agent shall be cancelled by the
Fiscal Agent pursuant to Section 10.1. If any Bond shall be lost, destroyed or stolen, evidence
of such loss, destruction or theft may be submitted to the Fiscal Agent and, if such evidence is
satisfactory to the Fiscal Agent and, if any indemnity satisfactory to the Fiscal Agent shall be
given, the District shall execute and the Fiscal Agent shall authenticate and deliver, a new Bond
of like tenor, maturity and issue, numbered and dated as the Fiscal Agent shall determine in lieu
of and in substitution for the Bond so lost, destroyed or stolen. Any Bond issued in lieu of any
Bond alleged to be mutilated, lost, destroyed or stolen, shall be equally and proportionately
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entitled to the benefits hereof with all other Bonds and Parity Bonds issued hereunder. The
Fiscal Agent shall not treat both the original Bond or Parity Bond and any replacement Bond or
Parity Bond as being Outstanding for the purpose of determining the principal amount of Bonds
or Parity Bonds which may be executed, authenticated and delivered hereunder or for the
purpose of determining any percentage of Bonds or Parity Bonds Outstanding hereunder, but
both the original and replacement Bond or Parity Bond shall be treated as one and the same.
Notwithstanding any other provision of this Section, in lieu of delivering a new Bond or Parity
Bond to replace a Bond which has been mutilated, lost, destroyed or stolen, and which has
matured, the Fiscal Agent may make payment with respect to such Bond or Parity Bond upon
receipt of indemnity satisfactory to the Fiscal Agent.

Section 2.11. Validity of Bonds. The validity of the authorization and issuance of the
Bonds and any Parity Bonds shall not be affected in any way by any defect in any proceedings
taken by the District for the financing of the Project, or by the invalidity, in whole or in part, of
any contracts made by the District in connection therewith, and shall not be dependent upon the
completion of the financing of the Project or upon the performance by any Person of his
obligation with respect to the Project, and the recital contained in the Bonds or Parity Bonds or
that the same are issued pursuant to the Act and other applicable laws of the State shall be
conclusive evidence of their validity and of the regularity of their issuance.

Section 2.12. Book-Entry System. The Bonds shall be initially delivered in the form of
a separate single fully registered Bond (which may be typewritten). The Bonds shall be
registered in the Bond Register in the name of the Original Purchaser of the Bonds and shall not
be delivered in book-entry form. Upon the request of the Owners of all Qutstanding Bonds, the
District may elect to convert the Bonds to book-entry Bonds and such Bonds shall become
subject to the provisions of Sections 2.12 through 2.15. At the election of the District, any Parity
Bonds may be issued as book-entry bonds registered in the name of the Nominee as provided
herein, in which case the references in Sections 2.12 through 2.15 to “Bonds” shall be
applicable to such Parity Bonds.

With respect to book-entry Bonds registered in the Bond Register in the name of the
Nominee, the District and the Fiscal Agent shall have no responsibility or obligation to any
Participant or to any Person on behalf of which such Participant holds an interest in such book-
entry Bonds. Without limiting the immediately preceding sentence, the District and the Fiscal
Agent shall have no responsibility or obligation with respect to (i) the accuracy of the records of
the Depository, the Nominee, or any Participant with respect to any ownership interest in the
Bonds, (ii) the delivery to any Participant or any other Person, other than an Owner as shown in
the Bond Register, of any notice with respect to the Bonds, including any notice of redemption,
(iii) the selection by the Depository and its Participants of the beneficial interests in the Bonds to
be redeemed in the event the Bonds are redeemed in part, or (iv) the payment to any
Participant or any other Person, other than an Owner as shown in the Bond Register, of any
amount with respect to principal of, premium, if any, or interest due with respect to the Bonds.
The District and the Fiscal Agent may treat and consider the Person in whose name each Bond
is registered in the Bond Register as the holder and absolute owner of such book-entry Bond for
the purpose of payment of the principal of, premium, if any, and interest on such Bond, for the
purpose of giving notices of redemption and other matters with respect to such Bond, for the
purpose of registering transfers with respect to such Bond, and for all other purposes
whatsoever. The Fiscal Agent shall pay all principal of, premium, if any, and interest due on the
Bonds only to or upon the order of the respective Owner, as shown in the Bond Register, or
their respective attorneys duly authorized in writing, and all such payments shall be valid and
effective to satisfy and discharge fully the District’'s obligations with respect to payment of the

17



principal, premium, if any, and interest due on the Bonds to the extent of the sum or sums so
paid. No Person other than an Owner, as shown in the Bond Register, shall receive a Bond
evidencing the obligation of the District to make payments of principal, premium, if any, and
interest pursuant to this Indenture. Upon delivery by the Depository to the Fiscal Agent and the
District of written notice to the effect that the Depository has determined to substitute a new
nominee in place of the Nominee, and subject to the provisions herein with respect to Record
Dates, the word Nominee in this Indenture shall refer to such new nominee of the Depository.

Section 2.13. Representation Letter. In order to qualify the Bonds which the District
elects to register in the name of the Nominee for the Depository’s book-entry system, an
authorized representative of the District may execute from time to time and deliver to such
Depository the Representation Letter. The execution and delivery of the Representation Letter
shall not in any way limit the provisions of Section 5.1 or in any other way impose upon the
District or the Fiscal Agent any obligation whatsoever with respect to persons having interests in
the Bonds other than the Owners, as shown in the Bond Register. The Fiscal Agent agrees to
take all action necessary to continuously comply with all representations made by it in the
Representation Letter. In addition to the execution and delivery of the Representation Letter,
the President of the Board of Directors and the Authorized Representatives of the Water District
are hereby authorized to take any other actions, not inconsistent with this Indenture, to qualify
the Bonds for the Depository’s book-entry program.

Section 2.14. Transfers Outside Book-Entry System. The Bonds shall be initially
issued as provided in Section 2.1 hereof. If the Bonds are held in book-entry form and in the
event (i) the Depository determines not to continue to act as securities depository for the Bonds,
or (ii) the District determines that the Depository shall no longer so act, then the District will
discontinue the book-entry system with the Depository. If the District fails to identify another
qualified securities depository to replace the Depository then the Bonds so designated shall no
longer be restricted to being registered in the Bond Register in the name of the Nominee, but
shall be registered in whatever name or names Persons transferring or exchanging Bonds shall
designate, in accordance with the provisions of Section 2.9 hereof.

Section 2.15. Payments to the Nominee. Notwithstanding any other provisions of this
Indenture to the contrary, so long as any Bond is registered in the name of the Nominee, all
payments with respect to principal, premium, if any, and interest due with respect to such Bond
and all notices with respect to such Bond shall be made and given, respectively, as provided in
the Representation Letter or as otherwise instructed by the Depository.

Section 2.16. Initial Depository and Nominee. Upon an election by the District in
accordance with Section 2.12 hereof to register the Bonds as book-entry Bonds, the initial
Depository under this Article shall be The Depository Trust Company, New York, New York.
The initial Nominee shall be Cede & Co., as Nominee of The Depository Trust Company, New
York, New York.

Section 2.17. Conditions for the Issuance of Parity Bonds and Other Additional
Indebtedness. The District may at any time after the issuance and delivery of the Bonds
hereunder issue Parity Bonds payable from the Net Special Taxes and other amounts deposited
in the Special Tax Fund and secured by a lien and charge upon such amounts equal to the lien
and charge securing the Outstanding Bonds and any other Parity Bonds theretofore issued
hereunder or under any Supplemental Indenture. The District shall not incur any additional
bonded indebtedness payable from Net Special Taxes, including any additional bonded
indebtedness subordinate to the Bonds, except for Parity Bonds which satisfy the requirements
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of this Section 2.17. Parity Bonds shall be issued subject to the following additional specific
conditions, which are hereby made conditions precedent to the issuance of any such Parity
Bonds:

(& The District shall be in compliance with all covenants set forth in this
Indenture and any Supplemental Indenture then in effect and a certificate of the District to that
effect shall have been filed with the Fiscal Agent; provided, however, that Parity Bonds may be
issued notwithstanding that the District is not in compliance with all such covenants so long as
immediately following the issuance of such Parity Bonds the District will be in compliance with
all such covenants.

(b)  The issuance of such Parity Bonds shall have been duly authorized
pursuant to the Act and all applicable laws, and the issuance of such Parity Bonds shall have
been provided for by a Supplemental Indenture duly adopted by the District which shall specify
the following:

(1) the purpose for which such Parity Bonds are to be issued and the
fund or funds into which the proceeds thereof are to be deposited;

(i) the authorized principal amount of such Parity Bonds;

(iii) the date, the interest payment dates, and the maturity date or
dates of such Parity Bonds; provided that (i) each interest payment date shall fall on a March 1
or September 1 and (ii) each maturity date shall fall on a September 1,

(iv) the description of the Parity Bonds, the place of payment thereof
and the procedure for execution and authentication;

(V) the denominations and method of numbering of such Parity
Bonds;

(vi) the amount and due date of each mandatory Sinking Fund
Payment, if any, for such Parity Bonds;

(vii)  the amount, if any, to be deposited from the proceeds of such
Parity Bonds in the Reserve Account of the Special Tax Fund to increase the amount therein to
the Reserve Requirement, provided that if the interest on such Parity Bonds is intended by the
District to be excluded from the gross income of the recipients thereof for federal income tax
purposes, such amount shall not exceed the maximum amount of proceeds that, in the opinion
of Bond Counsel, can be so deposited without causing the interest on such Parity Bonds to be
included in the gross income of the recipients thereof for federal income tax;

(viiiy  the form of such Parity Bonds; and

(ix) such other provisions as are necessary or appropriate and not
inconsistent with this Indenture.

(c) The Fiscal Agent shall have received the following documents, all dated
or certified, as the case may be, as of the date of delivery of such Parity Bonds:
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0] a certified copy of the Supplemental Indenture authorizing the
issuance of such Parity Bonds;

(ii) a written request of the District as to the delivery of such Parity
Bonds;

(i) an opinion of Bond Counsel and/or general counsel to the District
to the effect that (i) the District has the right and power under the Act to adopt the Supplemental
Indenture relating to such Parity Bonds, and the Supplemental Indenture has been duly and
lawfully adopted by the District, is in full force and effect and is valid and binding upon the
District and enforceable in accordance with its terms (subject to the usual and customary
exceptions); (ii) the Indenture creates the valid pledge which it purports to create of the Net
Special Taxes and other amounts as provided in the Indenture, subject to the application thereof
to the purposes and on the conditions permitted by the Indenture; and (iii) such Parity Bonds are
valid and binding limited obligations of the District, enforceable in accordance with their terms
(subject to the usual and customary exceptions) and the terms of the Indenture and all
Supplemental Indentures thereto and are entitled to the benefits of the Indenture and all such
Supplemental Indentures, and such Parity Bonds have been duly and validly authorized and
issued in accordance with the Act (or other applicable laws) and the Indenture and all such
Supplemental Indentures; and a further opinion of Bond Counsel to the effect that, assuming
compliance by the District with certain tax covenants, the issuance of the Parity Bonds will not
adversely affect the exclusion from gross income for federal income tax purposes of interest on
the Bonds and any Parity Bonds theretofore issued on a tax exempt basis, or the exemption
from State of California personal income taxation of interest on any Outstanding Bonds and
Parity Bonds theretofore issued;

(iv) for Parity Bonds not refunding Bonds or other Parity Bonds, a
certificate of the Special Tax Administrator that additional parcels of Taxable Property have
been annexed into the District and the Special Taxes from such parcels when combined with
the Special Taxes from the Taxable Property already in the District will equal at least 110% of
the sum of the estimated Administrative Expenses and gross debt service in each Bond Year on
all Bonds and the Parity Bonds to be issued;

(v) a certificate of the District containing such statements as may be
reasonably necessary to show compliance with the requirements of this Indenture;
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(vi) for Parity Bonds refunding Bonds or other Parity Bonds, a
certificate from an Independent Financial Consultant to the effect that Annual Debt Service after
the issuance of such Parity Bonds will be no larger than Annual Debt Service would have been
prior to the issuance of such Parity Bonds in each Fiscal Year in which Bonds or Parity Bonds
(other than the refunding Parity Bonds) will remain Outstanding; and

(vii)  such further documents, money and securities as are required by
the provisions of this Indenture and the Supplemental Indenture providing for the issuance of
such Parity Bonds.

ARTICLE 1lI
CREATION OF FUNDS; APPLICATION OF PROCEEDS; AND SPECIAL TAXES
Section 3.1. Creation of Funds and Application of Proceeds.

(@ There are hereby created and established and shall be maintained by the
Fiscal Agent the following funds and accounts:

Q) The Community Facilities District No. 2018-1 Special Tax Fund
(the “Special Tax Fund”), in which there shall be established and created an Interest Account, a
Principal Account, a Redemption Account, and a Reserve Account;

(2) The Community Facilities District No. 2018-1 Rebate Fund (the
“‘Rebate Fund”), in which there shall be established a Rebate Account and an Alternative
Penalty Account; and

3) The Community Facilities District No. 2018-1 Improvement Fund
(the “Improvement Fund”), in which there shall be established the Costs of Issuance Account
and the Improvement Account.

The amount on deposit in the foregoing funds and accounts shall be held by the Fiscal
Agent, and the Fiscal Agent shall invest and disburse such amounts in accordance with the
provisions of this Article IlI.

In connection with the issuance of any Parity Bonds, the Fiscal Agent, at the direction of
an Authorized Representative of the District, may create new funds, accounts or subaccounts,
or may create additional accounts and subaccounts within any of the foregoing funds and
accounts for the purpose of separately accounting for the proceeds of the Bonds and any Parity
Bonds.

(b)  There are hereby created and established and shall be maintained by the
District the following funds and accounts:

1) The Community Facilities District No. 2018-1 Administrative
Expense Fund (the “Administrative Expense Fund”); and

(2) The Community Facilities District No. 2018-1 Special Tax Holding
Fund (the “Special Tax Holding Fund”).
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The amounts on deposit in the foregoing funds and accounts shall be held by the District, and
the District shall invest and disburse such amounts in accordance with the provisions of this
Article 1.

(c) The proceeds of the sale of the Bonds and other funds on hand held by
the District and transferred to the Fiscal Agent shall be received by the Fiscal Agent and
deposited and transferred as follows:

Q) $ shall be deposited in the Costs of Issuance Account of the
Improvement Fund;

(2) $ shall be deposited in the Reserve Account of the Special
Tax Fund; and

3) $ shall be deposited in the Improvement Account of the

Improvement Fund; and

(4) $ representing interest due on the Bonds through March 1,
2019 shall be deposited in the Interest Account of the Special Tax Fund.

Each of the Fiscal Agent and the District may, in its discretion, establish a temporary
fund or account in its books and records to facilitate such transfers. The amounts on deposit in
the foregoing funds and accounts shall be held by the Fiscal Agent and the District, as
applicable, and the Fiscal Agent and the District, as applicable, shall invest and disburse the
amounts in such funds and accounts in accordance with the provisions of this Article Il and
shall disburse investment earnings thereon in accordance with the provisions of Section 3.11
hereof.

Section 3.2. Special Taxes and Deposits to and Disbursements from Special Tax
Fund.

(@ The District shall hold in trust, for the benefit of the Bondowners, all
Special Taxes received by it and shall apply them as set forth herein; and, pending such
application, such Special Taxes shall be pledged to, and shall be subject to a lien in favor of
the Bondowners.

(b)  The District shall deposit in its Administrative Expense Fund from time to
time Special Taxes levied in an amount equal to the Administrative Expense Requirement for
the next succeeding Fiscal Year or, if the District determines to transfer a lesser amount, then
such lesser amount, provided that not more than one half of the Administrative Expense
Requirement shall be so deposited in any Fiscal Year prior to the date on which the balance on
deposit in the Interest Account of the Special Tax Fund is at least equal to the interest payable
on the Bonds on March 1.

(c)  The portion of any Prepayment received by the District that is the “Future
Facilities Amount” thereof (as defined in the Rate and Method of Apportionment), if any, shall
be identified as such by the District and deposited in such fund as shall be specified in a
Certificate of an Authorized Representative of the District. The portion of any Prepayment
received by the District that is to be applied to the redemption of Bonds or Parity Bonds shall
be identified as such by the District and transferred to the Fiscal Agent for deposit in the
Redemption Account.
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(d)  After making the aforesaid deposits and transfers, at least one Business
Day before each Interest Payment Date, the District shall transfer to the Fiscal Agent for
deposit in the Special Tax Fund, Special Taxes (to the extent Special Taxes are available
therefor) in an amount equal to: the sum of (i) the interest and any principal payment coming
due on Bonds and Parity Bonds on such Interest Payment Date, (ii) the amount required to pay
principal of and interest on Bonds or Parity Bonds in connection with an optional redemption of
Bonds or Parity Bonds as described in Section 4.1(a) (but only if so directed by an Authorized
Representative of the District), (iii) the amount required to cause the balance on deposit in the
Reserve Account to equal the Reserve Requirement, and (iv) the amount required to make the
necessary deposits in the Rebate Fund pursuant to Section 3.7. The Fiscal Agent shall use the
Special Taxes on deposit in the Special Tax Fund on the dates and in the amounts set forth in
the following Sections, in the following order of priority, to:

Q) Deposit in the Interest Account of the Special Tax Fund the
amount necessary to cause the balance on deposit therein to equal the interest coming due on
the Bonds on the next succeeding Interest Payment Date;

(2) Deposit in the Principal Account of the Special Tax Fund the
amount necessary to cause the balance on deposit therein to be equal to the principal amount
of the Bonds and/or the Sinking Fund Payment payable on the next succeeding September 1;

3) Deposit in the Redemption Account of the Special Tax Fund the
amount necessary to pay any optional redemption of the Bonds as provided in Section 4.1(a);

(4) Deposit in the Reserve Account of the Special Tax Fund the
amount, if any, necessary to cause the balance on deposit in the Reserve Account to equal the
Reserve Requirement; and

(5) After the District has deposited any Administrative Expenses in
excess of the Administrative Expense Requirement that the District has requested be paid or
reimbursed to it, deposit in the Rebate Fund the amounts required to be deposited therein
pursuant to Section 3.7.

The District shall deposit in the Special Tax Holding Fund any amount remaining after all
of the foregoing deposits and transfers and all of the deposits and transfers required under
Section 3.7 hereof have been completed. At maturity of all of the Bonds and Parity Bonds and
after all principal and interest then due on the Bonds and Parity Bonds then Outstanding has
been paid or provided for, Special Taxes held by the District and moneys in the Special Tax
Fund and any accounts therein may be used by the District for any lawful purpose.

Section 3.3. Administrative Expense Fund. Amounts on deposit in the
Administrative Expense Fund may be applied by the District from time to time to pay
Administrative Expenses.

Section 3.4. Interest Account and Principal Account of the Special Tax Fund.
The scheduled principal or Sinking Fund Payments of, and interest on, the Bonds and any
Parity Bonds shall be paid by the Fiscal Agent from amounts transferred to the Interest Account
and the Principal Account of the Special Tax Fund. For the purpose of assuring that the
payment of principal or Sinking Fund Payment of, and interest on, the Bonds and any Parity
Bonds will be made when due, after the deposit is made as required by Section 3.3, at least one
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Business Day prior to each Interest Payment Date, the Fiscal Agent shall make the following
transfers first to the Interest Account and then to the Principal Account:

(@ To the Interest Account, an amount such that the balance in the Interest
Account one (1) Business Day prior to each Interest Payment Date shall be equal to the
installment of interest due on the Bonds and any Parity Bonds on said Interest Payment Date.
Moneys in the Interest Account shall be used for the payment of interest on the Bonds and any
Parity Bonds as the same become due.

(b) To the Principal Account, an amount such that the balance in the
Principal Account one (1) Business Day prior to September 1 of each year, shall equal the
principal payment and Sinking Fund Payment of the Bonds and any Parity Bonds due on such
September 1. Moneys in the Principal Account shall be used for the payment of the principal
and Sinking Fund Payment of the Bonds and any Parity Bonds as the same become due.

However, notwithstanding the above, to the extent that deposits have been made in the
Interest Account or the Principal Account from the proceeds of the sale of the Bonds, or
otherwise, or to the extent that a transfer will be made from the Reserve Account to the Interest
Account in accordance with the last paragraph of Section 3.6, the transfers from the Special Tax
Fund described above shall be reduced by a like amount.

Section 3.5. Redemption Account of the Special Tax Fund.

(@) After making the transfers and deposits required by Sections 3.3 and 3.4
above, and in accordance with the District’s election to call Bonds for optional redemption as
set forth in Section 4.1(a), or to call Parity Bonds for optional redemption as set forth in any
Supplemental Indenture for Parity Bonds, the Fiscal Agent shall transfer from the Special Tax
Fund and deposit in the Redemption Account moneys available for the purpose and sufficient
to pay the principal and the premiums, if any, payable on the Bonds or Parity Bonds called for
optional redemption; provided, however, that amounts in the Special Tax Fund may be applied
to optionally redeem Bonds or Parity Bonds only if immediately following such redemption the
amount in the Reserve Account will equal the Reserve Requirement.

(b)  Prepayments deposited to the Redemption Account shall be applied on
the redemption date established pursuant to Section 4.1(c) for the use of such Prepayments to
the payment of the principal of, premium, and interest on the Bonds and any Parity Bonds to be
redeemed with such Prepayments.

(©) Moneys set aside in the Redemption Account shall be used solely for the
purpose of redeeming Bonds and Parity Bonds and shall be applied on or after the redemption
date to the payment of principal of and premium, if any, on the Bonds or Parity Bonds to be
redeemed upon presentation and surrender of such Bonds or Parity Bonds and, in the case of
an optional redemption or a special mandatory redemption from Prepayments, to pay the
interest thereon; provided, however, that in lieu or partially in lieu of such call and redemption,
moneys deposited in the Redemption Account, other than Prepayments (which shall be used to
redeem Bonds and Parity Bonds on the redemption date established pursuant to Section
4.1(c)), may be used to purchase Outstanding Bonds or Parity Bonds in the manner hereinafter
provided. Purchases of Outstanding Bonds or Parity Bonds may be made by the District 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) not more than par plus
accrued interest, plus, in the case of moneys set aside for an optional redemption, the premium
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applicable at the next following call date according to the premium schedule established
pursuant to Section 4.1(a), or in the case of Parity Bonds the premium schedule established in
any Supplemental Indenture. Any accrued interest payable upon the purchase of Bonds may
be paid from the amount reserved in the Special Tax Fund for the payment of interest on the
next following Interest Payment Date.

Section 3.6. Reserve Account of the Special Tax Fund. Amounts in the Reserve
Account shall be applied as follows:

(@) Moneys in the Reserve Account shall be used solely for the purpose of
paying the principal of, including Sinking Fund Payments, and interest on the Bonds and any
Parity Bonds when due or in the event that the balance on deposit in the Interest Account or
the Principal Account, as the case may be, is insufficient for such purpose and for the purpose
of making any required transfer to the Rebate Fund pursuant to Section 3.7 upon written
direction from the District or any required transfer to the Redemption Account as described
below. If the amounts in the Interest Account or Principal Account, as the case may be, are
insufficient to pay the principal of, including Sinking Fund Payments, or interest on the Bonds
and Parity Bonds when due, or amounts in the Special Tax Fund are insufficient to make
transfers to the Rebate Fund when required, the Fiscal Agent shall withdraw from the Reserve
Account for deposit in the Interest Account or the Principal Account, as the case may be, or the
Rebate Fund, as applicable, moneys necessary for such purposes.

(b)  Whenever moneys are withdrawn from the Reserve Account, after
making the required transfers referred to in Sections 3.3, 3.4 and 3.5 above, the Fiscal Agent
shall transfer to the Reserve Account from available moneys in the Special Tax Fund, or from
any other legally available funds which the District elects to apply to such purpose, the amount
needed to restore the amount of the Reserve Account to the Reserve Requirement. If amounts
in the Special Tax Fund together with any other amounts transferred to replenish the Reserve
Account are inadequate to restore the Reserve Account to the Reserve Requirement, then the
District shall include the amount necessary to fully restore the Reserve Account to the Reserve
Requirement in the next annual Special Tax levy to the extent of the Maximum Special Taxes.

(©) In connection with a redemption of Bonds pursuant to Section 4.1(a) or
(c) or Parity Bonds in accordance with this Indenture or any Supplemental Indenture or a partial
defeasance of Bonds or Parity Bonds in accordance with Section 9.1 hereof, amounts in the
Reserve Account may be applied to such redemption or partial defeasance if so provided in a
Certificate of an Authorized Representative, so long as the amount on deposit in the Reserve
Account following such optional redemption or partial defeasance equals the Reserve
Requirement following such optional redemption or partial defeasance.

(d) To the extent that the sum of the amounts on deposit in the Reserve
Account as of the first day of the penultimate Bond Year equals or exceeds the sum of Annual
Debt Service in each of the final two Bond Years, amounts in the Reserve Account may be
applied to pay the principal of and interest due on the Bonds in such Bond Years, if so provided
in a Certificate of an Authorized Representative.

(e) To the extent that the amount on deposit in the Reserve Account as of the
first day of the final Bond Year for the Bonds or an issue of Parity Bonds equals or exceeds
Annual Debt Service for that Bond Year, amounts in the Reserve Account may be applied to
pay the principal of and interest due on the Bonds and Parity Bonds, as applicable, in the final
Bond Year for such issue, if so provided in a Certificate of an Authorized Representative.
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() The Fiscal Agent shall withdraw from the Reserve Account moneys in
excess of the Reserve Requirement not transferred in accordance with the preceding
provisions of this Section one Business Day before each March 1 and September 1, and
transfer such moneys to the Interest Account of the Special Tax Fund, unless prior to such date
the Fiscal Agent is directed in a Certificate of an Authorized Representative to transfer such
moneys to a different fund or account specified in such certificate.

Section 3.7. Rebate Fund.

(& All money at any time deposited in the Rebate Account of the Rebate
Fund shall be held by the Fiscal Agent in trust, for payment to the United States Treasury. All
amounts on deposit in the Rebate Fund with respect to the Bonds or an issue of Parity Bonds
shall be governed by this Section and the Tax Certificate, unless the District delivers to the
Fiscal Agent an opinion of Bond Counsel that the exclusion from gross income for federal
income tax purposes of interest payments on the Bonds and any Parity Bonds issued on a tax
exempt basis will not be adversely affected if such requirements are not satisfied. The Fiscal
Agent shall not be responsible for calculating rebatable arbitrage or for the adequacy or
correctness or any rebate report or rebate calculations. The Fiscal Agent shall be deemed
conclusively to have complied with the provisions of this Indenture regarding calculation and
payment of the rebatable arbitrage if the Fiscal Agent follows the directions of the District and
the Fiscal Agent shall have no independent duty to review such calculations or enforce the
compliance with such rebate requirements.

(1) Rebate Account. The following requirements shall be satisfied
with respect to each subaccount of the Rebate Account:

0] Annual Computation. Within 55 days of the end of each
Bond Year, the District shall calculate or cause to be calculated the amount of rebatable
arbitrage for the Bonds and each issue of Parity Bonds in accordance with Section 148(f)(2) of
the Code and Section 1.148-3 of the Rebate Regulations (taking into account any applicable
exceptions with respect to the computation of the rebatable arbitrage described in the Tax
Certificate for each issue (e.g., the temporary investments exceptions of Section 148(f)(4)(B)
and (C) of the Code), and taking into account whether the election pursuant to
Section 148(f)(4)(C)(vii) of the Code (the “1%:% Penalty”) has been made), for this purpose
treating the last day of the applicable Bond Year as a computation date, within the meaning of
Section 1.148-1(b) of the Rebate Regulations (the “Rebatable Arbitrage”). The District shall
obtain expert advice as to the amount of the Rebatable Arbitrage to comply with this Section.

(i) Annual Transfer. Within 55 days of the end of each Bond
Year for which Rebatable Arbitrage must be calculated as required by the Tax Certificate the
District shall transfer to the Fiscal Agent an amount to be deposited in the Rebate Account if
and to the extent required, so that the balance in the Rebate Account shall equal the amount of
Rebatable Arbitrage so calculated by or on behalf of the District in accordance with (i) of this
Subsection (a)(1) with respect to the Bonds and each issue of Parity Bonds to which this
Section is applicable. In the event that immediately following any transfer required by the
previous sentence, or the date on which the District determines that no transfer is required for
such Bond Year, the amount then on deposit in the Rebate Account exceeds the amount
required to be on deposit therein, the Fiscal Agent shall withdraw the excess from the Rebate
Account and then credit the excess to the Administrative Expense Fund.
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(iii) Payment to the Treasury. The District shall direct the
Fiscal Agent to pay to the United States Treasury out of amounts in the Rebate Account,

X) Not later than 60 days after the end of (A) the fifth
Bond Year for the Bonds and each issue of Parity Bonds to which this Section is applicable, and
(B) each applicable fifth Bond Year thereafter, an amount equal to at least 90% of the Rebatable
Arbitrage calculated as of the end of such Bond Year for the Bonds and each issue of Parity
Bonds; and

(Y) Not later than 60 days after the payment or
redemption of all of the Bonds or each issue of Parity Bonds, an amount equal to 100% of the
Rebatable Arbitrage calculated as of the end of such applicable Bond Year, and any income
attributable to the Rebatable Arbitrage, computed in accordance with Section 148(f) of the
Code.

In the event that, prior to the time of any payment required to be made from the Rebate
Account, the amount in the Rebate Account is not sufficient to make such payment when such
payment is due, the District shall calculate or cause to be calculated the amount of such
deficiency and deposit an amount received from any legally available source equal to such
deficiency prior to the time such payment is due. Each payment required to be made pursuant
to this Subsection (a)(1) shall be made to the Internal Revenue Service Center, Ogden, Utah
84201 on or before the date on which such payment is due, and shall be accompanied by
Internal Revenue Service Form 8038-T, or shall be made in such other manner as provided
under the Code.

(b)  Disposition of Unexpended Funds. Any funds remaining in the accounts
of the Rebate Fund after redemption and payment of the Bonds or an issue of Parity Bonds
and after making the payments described in Subsection (a)(1)(iii) may be withdrawn by the
District and utilized in any manner by the District.

(c)  Survival of Defeasance and Final Payment. Notwithstanding anything in
this Section or this Indenture to the contrary, the obligation to comply with the requirements of
this Section shall survive the defeasance and final payment of the Bonds and any Parity Bonds
with respect to which an account has been created in the Rebate Fund.

(d)  Amendment Without Consent of Owners. This Section may be deleted or
amended in any manner without the consent of the Owners, provided that prior to such event
there is delivered to the District an opinion of Bond Counsel to the effect that such deletion or
amendment will not adversely affect the exclusion from gross income for federal income tax
purposes of interest on the Bonds and any issue of Parity Bonds issued on a tax-exempt basis.

Section 3.8. Surplus Money in the Special Tax Fund. After making the transfers
required by Sections 3.2, 3.3, 3.4, 3.5, 3.6 and 3.7 hereof, as soon as practicable after each
September 1, the excess amounts in the Special Tax Fund may, (i) prior to the earlier of (A) the
third anniversary of the Delivery Date or (B) the date on which the Fiscal Agent receives a
Certificate of an Authorized Representative stating that the Project has been acquired or
constructed, the excess amounts in the Special Tax Fund shall be transferred as directed in a
Certificate of an Authorized Representative, to one or more accounts in the Improvement Fund
as specified in such Certificate of an Authorized Representative, and (ii) on and after the date
described in clause (i), the excess amounts in the Special Tax Fund may, at the written direction
of the District, be (a) retained in the Special Tax Fund to pay interest and principal on the
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Bonds, (b) transferred to the Administrative Expense Fund if the amount therein is insufficient to
pay Administrative Expenses, or (c) transferred to the Redemption Account. In the absence of
any such written direction of the District, such excess amounts shall be transferred to the
Special Tax Holding Fund.

Section 3.9. Special Tax Holding Fund. Moneys deposited in the Special Tax
Holding Fund are not pledged to the repayment of the Bonds and may be used by the District
for any lawful purpose. In the event that the District reasonably expects to use any portion of
the moneys in the Special Tax Holding Fund to pay debt service on any Outstanding Bonds, the
District shall transfer such amounts to the Fiscal Agent and instruct in writing the Fiscal Agent to
segregate such amount into a separate subaccount; and the moneys on deposit in such
subaccount of the Special Tax Holding Fund shall be invested in Authorized Investments the
interest on which is excludable from gross income under Section 103 of the Code (other than
bonds the interest on which is a tax preference item for purposes of computing the alternative
minimum tax of individuals and corporations under the Code) or in Authorized Investments at a
Yield not in excess of the Yield on the Bonds, unless, in the opinion of Bond Counsel,
investment at a higher Yield will not adversely affect the exclusion from gross income for federal
income tax purposes of interest on the Bonds then Outstanding.

Section 3.10. Improvement Fund.

@) The moneys in the Costs of Issuance Account in the Improvement Fund
shall be disbursed by the Fiscal Agent at the written direction of the District for the payment of
Costs of Issuance. Any balance remaining in the Costs of Issuance Account on December 31,
2018 shall be transferred as directed in a Certificate of an Authorized Representative, to one or
more other accounts in the Improvement Fund as specified in such Certificate of an Authorized
Representative and the Costs of Issuance Account shall be closed.

(b) The moneys in the Improvement Account in the Improvement Fund shall
be disbursed by the Fiscal Agent to the Water District from time to time upon the written
direction of the District.

(© If the District shall determine that all or a specified portion of the amount
remaining in any account in the Improvement Fund is no longer needed to pay the costs
otherwise payable from such account, the District may cause the transfer of all or such specified
portion, as applicable, of the moneys remaining on deposit in such account to any other of such
accounts and after all amounts to be paid from such accounts are satisfied for deposit in the
Special Tax Fund.

Section 3.11. Investments.  Moneys held in any of the funds, accounts and
subaccounts under this Indenture shall be invested by the District or the Fiscal Agent, as
applicable, in accordance with the limitations set forth below only in Authorized Investments
which shall be deemed at all times to be a part of such funds, accounts and subaccounts. Any
loss resulting from such Authorized Investments shall be credited or charged to the fund,
account or subaccount from which such investment was made, and any investment earnings on
all amounts deposited in the Special Tax Fund and the Rebate Fund and each account therein
shall be deposited in those respective funds and accounts. Moneys in the funds, accounts and
subaccounts held under this Indenture may be invested by the District or the Fiscal Agent as
directed by the District, as applicable, from time to time, in Authorized Investments subject to
the following restrictions:
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(&8 Moneys in the Improvement Fund shall be invested in Authorized
Investments which will by their terms mature, or in the case of an Investment Agreement are
available without penalty, as close as practicable to the date the District estimates the moneys
represented by the particular investment will be needed for withdrawal from the Improvement
Fund. Notwithstanding anything herein to the contrary, amounts in the Improvement Fund
three years after the Delivery Date for the Bonds and the proceeds of each issue of Parity
Bonds issued on a tax-exempt basis which are remaining on deposit in the Improvement Fund
on the date which is three years following the date of issuance of such issue of Parity Bonds
shall be invested by the Fiscal Agent only in Authorized Investments the interest on which is
excluded from gross income under Section 103 of the Code (other than bonds the interest on
which is a tax preference item for purposes of computing the alternative minimum tax of
individuals and corporations under the Code) or in Authorized Investments at a yield not in
excess of the yield on the issue of Bonds or Parity Bonds from which such proceeds were
derived, unless in the opinion of Bond Counsel such restriction is not necessary to prevent
interest on the Bonds or any Parity Bonds which were issued on a tax-exempt basis for federal
income tax purposes from being included in gross income for federal income tax purposes.

(b)  Moneys in the Special Tax Fund and the Interest Account, the Principal
Account and the Redemption Account of the Special Tax Fund shall be invested only in
Authorized Investments which will by their terms mature, or in the case of an Investment
Agreement, be available for withdrawal without penalty, on such dates so as to ensure the
payment of principal of, premium, if any, and interest on the Bonds and any Parity Bonds as
the same become due.

(c)  Subject to the following sentence, moneys in the Reserve Account of the
Special Tax Fund may be invested only in (i) Authorized Investments not less than 50% of
which must mature within 6 months and all of which must mature within 1 year, (ii) Authorized
Investments of the type defined in clause (7) of the definition of said term or (iii) one or more
Investment Agreements. Moneys in the Reserve Account of the Special Tax Fund shall not be
invested in Authorized Investments of the type described in clause (12) of the definition thereof.

(d) Moneys in the Rebate Fund shall be invested only in Authorized
Investments of the type described in clause (1) of the definition thereof which by their terms will
mature, as nearly as practicable, on the dates such amounts are needed to be paid to the
United States Government pursuant to Section 3.7 hereof or in Authorized Investments of the
type described in clause (7) of the definition thereof.

(e) Inthe absence of written direction from the District, the Fiscal Agent shall
invest any money held by it in Authorized Investments of the type described in clause (7) of the
definition thereof.

The District or the Fiscal Agent, as applicable, shall sell or present for redemption, any
Authorized Investment whenever it may be necessary to do so in order to provide moneys to
meet any payment or transfer to such funds and accounts or from such funds and accounts.
For the purpose of determining at any given time the balance in any such funds and accounts,
any such investments constituting a part of such funds and accounts shall be valued at their
cost, except that amounts in the Reserve Account shall be valued at the market value thereof at
least semiannually on or before each Interest Payment Date. In making any valuations
hereunder, the District or the Fiscal Agent, as applicable, may utilize such computerized
securities pricing services as may be available to it, including, without limitation, those available
through its regular accounting system, and conclusively rely thereon. Notwithstanding anything
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herein to the contrary, the District or the Fiscal Agent, as applicable, shall not be responsible for
any loss from investments, sales or transfers undertaken in accordance with the provisions of
this Indenture.

The District or the Fiscal Agent, as applicable, may sell, or present for redemption any
Authorized Investment so purchased whenever it shall be necessary to provide moneys to meet
any required payment, transfer, withdrawal or disbursement from the fund or account to which
such Authorized Investment is credited, and, subject to the provisions of Section 7.4, the District
or the Fiscal Agent, as applicable, shall not be liable or responsible for any loss resulting from
such investment. For investment purposes, the District or the Fiscal Agent, as applicable, may
commingle the funds and accounts established hereunder, but shall account for each
separately.

The District acknowledges that to the extent regulations of the Comptroller of the
Currency or other applicable regulatory entity grant the District or the Water District the right to
receive brokerage confirmations of securities transactions as they occur, the District will not
receive such confirmations to the extent permitted by law. The Fiscal Agent shall furnish the
District periodic cash transaction statements which include detail for all investment transactions
made by the Fiscal Agent hereunder. The Fiscal Agent and its affiliates may act as sponsor,
advisor, depository, principal or agent in the holding, acquisition or disposition of any
investment.

ARTICLE IV
REDEMPTION OF BONDS AND PARITY BONDS
Section 4.1. Redemption of Bonds.

€)) Optional Redemption. The Bonds maturing on or before September 1,
2025 may not be optionally redeemed. The Bonds maturing on or after September 1, 2026 may
be redeemed, at the option of the District, from any source of funds, other than Prepayments, on
any date on or after September 1, 2025 in whole, or in part (in such amounts as may be
designated by the District, with the particular Bonds within the maturity of the Bonds to be
selected by the Fiscal Agent by lot), at the following redemption prices expressed as a
percentage of the principal amount to be redeemed, together with accrued interest to the date of
redemption:

Redemption Dates Redemption
Prices
September 1, 2025 through March 1, 2026 103%
September 1, 2026 and March 1, 2027 102
September 1, 2027 and March 1, 2028 101
September 1, 2028 and any Interest Payment Date thereafter 100

In the event the District elects to redeem Bonds as provided above, the District shall give written
notice to the Fiscal Agent of its election to so redeem, the redemption date and the maturity
dates of the Bonds to be redeemed. The notice to the Fiscal Agent shall be given at least
45 but no more than 60 days prior to the redemption date, or by such later date as is acceptable
to the Fiscal Agent, in its sole discretion.
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(b) Mandatory Sinking Fund Redemption. The Term Bonds maturing on
September 1, 2043 shall be called before maturity and redeemed, from the Sinking Fund
Payments that have been deposited into the Principal Account, on September 1, 2019, and on
each September 1 thereafter prior to maturity, in accordance with the schedule of Sinking Fund
Payments set forth below. The Term Bonds so called for redemption shall be selected by the
Fiscal Agent by lot and shall be redeemed at a redemption price for each redeemed Term
Bonds equal to the principal amount thereof, plus accrued interest to the redemption date,
without premium, as follows:

BONDS MATURING SEPTEMBER 1, 2043

Redemption Dates
(September 1) Principal Amount

2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040
2041
2042
2043 (Maturity)

If the District purchases Term Bonds and delivers them to the Fiscal Agent at least
45 days prior to an applicable redemption date, the principal amount of the Term Bonds so
purchased shall be credited to reduce the Sinking Fund Payment due on such redemption date
for the applicable maturity of the Term Bonds. All Term Bonds purchased by the District and
delivered to the Fiscal Agent pursuant to this subsection shall be cancelled pursuant to
Section 10.1.

In the event of a partial optional redemption or special mandatory redemption of Term

Bonds, each of the remaining Sinking Fund Payments for such Term Bonds, as described
above, will be reduced, as nearly as practicable, on a pro rata basis.
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(c) Special Mandatory Redemption from Prepayments. The Bonds are
subject to redemption as a whole, or in part (on a pro rata basis among maturities of the Bonds),
on any Interest Payment Date prior to maturity from the proceeds of the prepayment of the
Special Taxes deposited in the Redemption Account pursuant to this Indenture and amounts
transferred from the Reserve Account in connection with such prepayment. Such special
mandatory redemption of the Bonds shall be at the following redemption prices expressed as a
percentage of the principal amount to be redeemed, together with accrued interest to the date of
redemption:

Redemption Dates Redemption
Prices
September 1, 2018 through March 1, 2026 103%
September 1, 2026 and March 1, 2027 102
September 1, 2027 and March 1, 2028 101
September 1, 2028 and any Interest Payment Date thereafter 100

(d) Redemption of Parity Bonds. The redemption provisions for Parity Bonds
shall be set forth in a Supplemental Indenture.

Section 4.2. Notice of Redemption. When Bonds are to be redeemed under Section
4.1(a) or (c) above, or under another redemption provision set forth in a Supplemental Indenture
relating to any Parity Bonds, the Fiscal Agent shall give notice, in the name of the District, of the
redemption of such Bonds or Parity Bonds. Such notice of redemption shall (a) specify the
CUSIP numbers (if any), the numbers and the maturity date or dates of the Bonds or Parity
Bonds selected for redemption, except that where all of the Bonds or an issue of Parity Bonds
are subject to redemption, or all the Bonds or Parity Bonds of one maturity, are to be redeemed,
the bond numbers of such issue need not be specified; (b) state the date fixed for redemption
and surrender of the Bonds or Parity Bonds to be redeemed; (c) state the redemption price; (d)
state the place or places where the Bonds or Parity Bonds are to be redeemed; (e) in the case
of Bonds or Parity Bonds to be redeemed only in part, state the portion of such Bond or Parity
Bond which is to be redeemed; (f) state the date of issue of the Bonds or Parity Bonds as
originally issued; (g) state the rate of interest borne by each Bond being redeemed; and (h)
state any other descriptive information needed to identify accurately the Bonds or Parity Bonds
being redeemed as shall be specified by the District. Such notice shall further state that on the
date fixed for redemption, there shall become due and payable on each Bond, Parity Bond or
portion thereof called for redemption, the principal thereof, together with any premium, and
interest accrued to the redemption date, and that from and after such date, interest thereon shall
cease to accrue and be payable. At least 30 days but no more than 45 days prior to the
redemption date, the Fiscal Agent shall mail a copy of such notice, by first class mail, postage
prepaid, to the respective registered Owners thereof at their addresses appearing on the Bond
Register, and to the Original Purchaser of the Bonds or Parity Bonds, as applicable, or
electronically in accordance with the procedures of the Depository with respect to Bonds or
Parity Bonds that the District has elected to register as book-entry Bonds or Parity Bonds. The
actual receipt by the Owner of any Bond or Parity Bond or the original purchaser of any Bond of
notice of such redemption shall not be a condition precedent to redemption, and neither the
failure to receive nor any defect in such notice shall affect the validity of the proceedings for the
redemption of such Bonds or Parity Bonds, or the cessation of interest on the redemption date.
A certificate by the Fiscal Agent that notice of such redemption has been given as herein
provided shall be conclusive as against all parties and the Owner shall not be entitled to show
that he or she failed to receive notice of such redemption.
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With respect to any notice of optional redemption of Bonds, such notice may state that
such redemption shall be conditional upon the receipt by the Fiscal Agent on or prior to the date
fixed for such redemption of moneys sufficient to pay the principal of, premium, if any, and
interest on such Bonds to be redeemed and that, if such moneys shall not have been so
received, said notice shall be of no force and effect and the Fiscal Agent shall not be required to
redeem such Bonds. In the event that such notice of redemption contains such a condition and
such moneys are not so received, the redemption shall not be made, and the Fiscal Agent shall
within a reasonable time thereafter give notice, in the manner in which the notice of redemption
was given, that such moneys were not so received.

Upon the payment of the redemption price of any Bonds and Parity Bonds being
redeemed, each check or other transfer of funds issued for such purpose shall to the extent
practicable bear the CUSIP number (if any) identifying, by issue and maturity, the Bonds and
Parity Bonds being redeemed with the proceeds of such check or other transfer.

Notwithstanding anything in this Indenture or the Bond to the contrary, notice of
redemption shall not be required for regularly-scheduled mandatory sinking fund payments
pursuant to Section 4.1(b) of this Indenture.

Section 4.3. Partial Redemption of Bonds. Upon surrender of any Bond or Parity
Bond to be redeemed in part only under Section 4.1(a) or (c), the District shall execute and the
Fiscal Agent shall authenticate and deliver to the Bondowner, at the expense of the District, a
new Bond or Bonds or a new Parity Bond or Parity Bonds of authorized denominations equal in
aggregate principal amount to the unredeemed portion of the Bonds surrendered, with the same
interest rate and the same maturity, or, in the case of surrender of a Parity Bond, a new Parity
Bond or Parity Bonds subject to the foregoing limitations.

Section 4.4, Effect of Notice and Availability of Redemption Money. Notice of
redemption having been duly given, as provided in Section 4.2, and the amount necessary for
the redemption having been made available for that purpose and being available therefor on the
date fixed for such redemption:

(@ The Bonds and Parity Bonds, or portions thereof, designated for
redemption shall, on the date fixed for redemption, become due and payable at the redemption
price thereof as provided in this Indenture, or in any Supplemental Indenture with respect to
any Parity Bonds, anything in this Indenture or in the Bonds or the Parity Bonds to the contrary
notwithstanding;

(b)  Upon presentation and surrender thereof at the office of the Fiscal Agent,
the redemption price of such Bonds and Parity Bonds shall be paid to the Owners thereof;

(c) As of the redemption date the Bonds or Parity Bonds, or portions thereof
so designated for redemption shall be deemed to be no longer Outstanding and such Bonds or
Parity Bonds, or portions thereof, shall cease to bear further interest; and

(d)  As of the date fixed for redemption no Owner of any of the Bonds, Parity
Bonds or portions thereof so designated for redemption shall be entitled to any of the benefits
of this Indenture or any Supplemental Indenture, or to any other rights, except with respect to
payment of the redemption price and interest accrued to the redemption date from the amounts
so made available.
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ARTICLE V
COVENANTS AND WARRANTY

Section 5.1. Warranty. The District shall preserve and protect the security pledged
hereunder to the Bonds and any Parity Bonds against all claims and demands of all persons.

Section 5.2. Covenants. So long as any of the Bonds or Parity Bonds issued
hereunder are Outstanding and unpaid, the District makes the following covenants with the
Bondowners under the provisions of the Act and this Indenture (to be performed by the District
or its proper officers, agents or employees), which covenants are necessary and desirable to
secure the Bonds and any Parity Bonds and tend to make them more marketable; provided,
however, that said covenants do not require the District to expend any funds or moneys other
than the Special Taxes and other amounts deposited to the Special Tax Fund or Administrative
Expense Fund:

(& Punctual Payment; Against Encumbrances. The District covenants that it
will receive all Special Taxes in trust for the Owners (other than the Special Taxes to be
deposited in the Administrative Expense Fund or other funds held by the District) and will
deposit Special Taxes in the Special Tax Fund as provided herein, and the District shall have
no beneficial right or interest in the amounts so deposited except as provided by this Indenture.
All such Special Taxes shall be disbursed, allocated and applied solely to the uses and
purposes set forth herein, and shall be accounted for separately and apart from all other
money, funds, accounts or other resources of the District.

The District further covenants that, in connection with the delivery of any
Prepayment to the Fiscal Agent, the District will also deliver to the Fiscal Agent a certificate of
the Special Tax Administrator identifying with respect to the Prepayment: (i) the “Future
Facilities Costs” (as defined in the Rate and Method of Apportionment), if any, with instructions
that said amount be deposited in a fund or account designated in writing by an Authorized
Representative of the Water District, (ii) the “Administrative Fees and Expenses” (as defined in
the Rate and Method of Apportionment), with instructions that said amount shall be deposited in
the Administrative Expense Fund, (iii) the amount that represents the Special Taxes levied in
the current Fiscal Year on the subject Parcel which had not been paid, with instructions to
deposit portions of said amount in the Interest Account and the Principal Account of the Special
Tax Fund, (iv) the amount of the “Reserve Fund Credit” (as defined in the Rate and Method of
Apportionment), with instructions to withdraw said amount from the Reserve Account and
transfer it to the Redemption Account in connection with the redemption of Bonds, and (v) the
amount to be deposited in the Redemption Account.

The District covenants that it will duly and punctually pay or cause to be paid the
principal of and interest on every Bond and Parity Bond issued hereunder, together with the
premium, if any, thereon on the date, at the place and in the manner set forth in the Bonds and
Parity Bonds and in accordance with this Indenture to the extent that Net Special Taxes and
other amounts pledged hereunder are available therefor, and that the payments into the funds
and accounts created hereunder will be made, all in strict conformity with the terms of the
Bonds, the Parity Bonds and this Indenture, and that it will faithfully observe and perform all of
the conditions, covenants and requirements of this Indenture and all Supplemental Indentures
and of the Bonds and any Parity Bonds issued hereunder.
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The District will not mortgage or otherwise encumber, pledge or place any charge
upon any of the Net Special Taxes except as provided in this Indenture, and will not issue any
obligation or security having a lien or charge upon the Net Special Taxes superior to or on a
parity with the Bonds, other than Parity Bonds. Nothing herein shall prevent the District from
issuing or incurring indebtedness which is payable from a pledge of Net Special Taxes which is
subordinate in all respects to the pledge of Net Special Taxes to repay the Bonds and the Parity
Bonds.

(b) Levy and Collection of Special Tax. On or before each August 1,
commencing August 1, 2018, the Fiscal Agent shall provide a written notice to the District
stating the amounts then on deposit in the various funds and accounts established by the
Fiscal Agent pursuant to this Indenture. The receipt of such notice by the District shall in no
way affect the obligations of the District under the following paragraphs. Upon receipt of a
copy of such notice, the District shall communicate with the Treasurer or other appropriate
official of the County to ascertain the relevant Parcels on which the Special Taxes are to be
levied, taking into account any Parcel splits during the preceding and then current year.

The District may retain an Independent Financial Consultant to assist in the levy
of the Special Taxes each Fiscal Year in accordance with the Ordinance such that the
computation of the levy is complete before the final date on which the Treasurer of the County
will accept the transmission of the Special Tax amounts for the Parcels within the District for
inclusion on the next secured tax roll. Upon the completion of the computation of the amounts
of the levy, and approval by the legislative body of the District, the District shall prepare or
cause to be prepared, and shall transmit to the Treasurer of the County, such data as the
Treasurer of the County requires to include the levy of the Special Taxes on the next secured
tax roll.

The District shall fix and levy the amount of Special Taxes required for the
payment of principal of and interest on Outstanding Bonds becoming due and payable during
the ensuing year including any necessary replenishment or expenditure of the Reserve Account
for the Bonds, an amount equal to the estimated Administrative Expenses and any additional
amounts necessary for expenses incurred in connection with administration or enforcement of
delinquent Special Taxes. The District further covenants, to the maximum extent permitted by
law, that it will take no actions that would discontinue or cause the discontinuance of the Special
Tax levy or the District's authority to levy the Special Tax for so long as the Bonds are
Outstanding.

The Special Taxes shall be payable and collected in the same manner and at the
same time and in the same installment as the general taxes on real property are payable, and
have the same priority, become delinquent at the same times and in the same proportionate
amounts and bear the same proportionate penalties and interest after delinquency as do the
general taxes on real property; provided, the legislative body of the District may provide for
direct collection of the Special Taxes in certain circumstances.

The fees and expenses of the Independent Financial Consultant retained by the
District to assist in computing the levy of the Special Taxes hereunder and any reconciliation of
amounts levied to amounts received, as well as the costs and expenses of the District (including
a charge for District staff time) in conducting its duties hereunder, shall be an Administrative
Expense hereunder.
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(c) Commence Foreclosure Proceedings. Pursuant to Section 53356.1 of
the Act, the District hereby covenants with and for the benefit of the Bondowners that it will
order, and cause to be commenced, on or before October 1 of the Fiscal Year immediately
following the Fiscal Year in which a delinquency in the payment of a Special Tax occurs, and
thereafter diligently prosecute to judgment (unless such delinquency is theretofore brought
current), an action in the superior court to foreclose the lien of any Special Tax or installment
thereof not paid when due, provided that the District need not commence or pursue such
proceedings with respect to any property owned by a single property owner who is delinquent
in the payment of Special Taxes in an amount less than $5,000 if both (i) the aggregate
amount of such delinquent Special Taxes does not exceed 5% of the total Special Taxes due
and payable for the Fiscal Year in question and (ii) the balance on deposit in the Reserve
Account of the Special Tax Fund is not less than the Reserve Requirement.

Special Taxes collected as a result of a foreclosure proceeding shall be
deposited in the Special Tax Fund and only inure to the benefit of the Bonds or Parity Bonds in
the manner provided in Section 3.2.

(d)  Payment of Claims. The District will pay and discharge any and all lawful
claims for labor, materials or supplies which, if unpaid, might become a lien or charge upon the
Net Special Taxes or other funds in the Special Tax Fund or which might impair the security of
the Bonds or any Parity Bonds then Outstanding; provided that nothing herein contained shall
require the District to make any such payments so long as the District in good faith shall
contest the validity of any such claims.

(e) Books and Accounts. The District will keep proper books of records and
accounts, separate from all other records and accounts of the District, in which complete and
correct entries shall be made of all transactions relating to the Project, the levy of the Special
Tax and the deposits to the Special Tax Fund. Such books of records and accounts shall at all
times during business hours be subject to the inspection by the Owners of not less than 10% of
the principal amount of the Bonds then Outstanding or the Owners of not less than 10% of the
principal amount of any issue of Parity Bonds then Outstanding or their representatives
authorized in writing.

() Federal Tax Covenants. Notwithstanding any other provision of this
Indenture, absent an opinion of Bond Counsel that the exclusion from gross income of interest
on the Bonds will not be adversely affected for federal income tax purposes, the District
covenants to comply with all applicable requirements of the Code necessary to preserve such
exclusion from gross income and specifically covenants, without limiting the generality of the
foregoing, as follows:

Q) Private Activity. The District will take no action or refrain from
taking any action or make any use of the proceeds of the Bonds or of any other moneys or
property which would cause the Bonds and any Parity Bonds issued on a tax-exempt basis for
federal income tax purposes to be “private activity bonds” within the meaning of Section 141 of
the Code;

(2 Arbitrage. The District will make no use of the proceeds of the
Bonds or of any other amounts or property, regardless of the source, or take any action or
refrain from taking any action which will cause the Bonds to be “arbitrage bonds” within the
meaning of Section 148 of the Code;
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3) Federal Guaranty. The District will make no use of the proceeds
of the Bonds or any Parity Bonds to be “federally guaranteed” within the meaning of Section
149(b) of the Code;

4) Information Reporting. The District will take or cause to be taken
all necessary action to comply with the informational reporting requirement of Section 149(e) of
the Code;

(5) Hedge Bonds. The District will make no use of the proceeds of
the Bonds or any Parity Bonds issued on a tax-exempt basis or any other amounts or property,
regardless of the source, or take any action or refrain from taking any action that would cause
the Bonds or any Parity Bonds to be considered “hedge bonds” within the meaning of Section
149(g) of the Code unless the District takes all necessary action to assure compliance with the
requirements of Section 149(g) of the Code to maintain the exclusion from gross income for
federal income tax purposes of interest on the Bonds and any applicable Parity Bonds issued on
a tax-exempt basis;

(6) Miscellaneous. The District will take no action or refrain from
taking any action inconsistent with the expectations stated in the Tax Certificate in connection
with the Bonds and any issue of Parity Bonds and will comply with the covenants and
requirements stated therein and incorporated by reference herein; and

@) Other Tax Exempt Issues. The District will not use proceeds of
other tax exempt securities to redeem any Bonds without first obtaining the written opinion of
Bond Counsel that doing so will not impair the exclusion from gross income for federal income
tax purposes of interest on the Bonds.

() Reduction of Maximum Special Taxes. The District hereby finds and
determines that, historically, delinquencies in the payment of special taxes authorized pursuant
to the Act in community facilities districts in Southern California have from time to time been at
levels requiring the levy of special taxes at the maximum authorized rates in order to make
timely payment of principal of and interest on the outstanding indebtedness of such community
facilities districts. For this reason, the District hereby determines that a reduction in the
maximum Special Tax rates authorized to be levied on Parcels in the District below the levels
provided in this Section would interfere with the timely retirement of the Bonds and Parity
Bonds. The District determines it to be necessary in order to preserve the security for the
Bonds and Parity Bonds to covenant, and, to the maximum extent that the law permits it to do
so, the District hereby does covenant, that it shall not initiate proceedings to reduce the
maximum Special Tax rates for the District, unless, in connection therewith, (i) the District
receives a certification from one or more Independent Financial Consultants which, when taken
together, concludes that, on the basis of the Parcels of land and improvements existing in the
District as of the July 1 preceding the reduction, the maximum amount of the Special Tax which
may be levied on then existing Developed Property in each Bond Year for any Bonds
Outstanding will equal at least 110% of the sum of the estimated Administrative Expenses and
gross debt service in each Bond Year on all Bonds and Parity Bonds to remain Outstanding
after the reduction is approved, (ii) the District finds that any reduction made under such
conditions will not adversely affect the interests of the Owners of the Bonds, and (iii) the District
is not delinquent in the payment of the principal of or interest on the Bonds or any Parity
Bonds. For purposes of estimating Administrative Expenses for the foregoing calculation, the
Independent Financial Consultants shall compute the Administrative Expenses for the current
Fiscal Year and escalate that amount by two percent (2%) in each subsequent Fiscal Year.
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The District further covenants that in the event an ordinance is adopted by
initiative pursuant to Section 3 of Article XIlIC of the California Constitution, which purports to
reduce or otherwise alter the maximum Special Tax rates, it will commence and pursue legal
action seeking to preserve its ability to comply with its covenant contained in the preceding
paragraph.

(h)  Covenants to Defend. The District covenants that, in the event that any
initiative is adopted by the qualified electors in the District which purports to reduce the
minimum or the maximum Special Tax below the levels specified in Section 5.2(g) above or to
limit the power of the District to levy the Special Taxes for the purposes set forth in
Section 5.2(b) above, it will commence and pursue legal action in order to preserve its ability to
comply with such covenants.

® Limitation on Right to Tender Bonds. The District hereby covenants that
it will not adopt any policy pursuant to Section 53341.1 of the Act permitting the tender of
Bonds or Parity Bonds in full payment or partial payment of any Special Taxes unless the
District shall have first received a certificate from an Independent Financial Consultant that the
acceptance of such a tender will not result in the District having insufficient Special Tax
revenues to pay the principal of and interest on the Bonds and Parity Bonds when due.

0) Further Assurances. The District shall make, execute and deliver any
and all such further agreements, instruments and assurances as may be reasonably necessary
or proper to carry out the intention or to facilitate the performance of this Indenture and for the
better assuring and confirming unto the Owners of the Bonds and any Parity Bonds of the
rights and benefits provided herein.

(k)  Opinions. In the event that an opinion is rendered by Bond Counsel as
provided herein from a firm other than the firm which rendered the Bond Counsel opinion at
closing, such subsequent opinion by Bond Counsel shall also include the conclusions set forth
in the original Bond Counsel opinion relating to the exclusion of interest on the Bonds from
gross income for federal income tax purposes.

)] Continuing Disclosure. So long as the Bonds remain Outstanding, within
270 days of the end of each Fiscal Year, the District shall provide the Bondowner with: (1), an
annual audited financial statement prepared in accordance with generally accepted accounting
principles as promulgated to apply to government entities from time to time by the
Governmental Accounting Standards Board, if any are prepared; (2) a table presenting the
number of parcels, secured assessed values (land and structure values) and value to lien
ratios within the Improvement Area; (3) a table listing the total amount of assessment
installments levied and total delinquencies within the Improvement Area in the current fiscal
year and all prior fiscal years with delinquencies; (4) a statement as to any parcel in the
Improvement Area for which the delinquent assessment installments represent more than 10%
of the aggregate assessment installments levy: the identity of the parcel, the identity of the
owner(s) of the parcel, and the aggregate amount of delinquent property and assessment
installments within the Improvement Area, including accrued penalties and interest; (5) a
statement as to the status of any judicial foreclosure proceedings within the Improvement Area,
including such proceedings initiated by the District as a result of the delinquency in the
payment of assessment installments; (6) timely notice to the Original Purchaser of any
material impact to the District’s financial position and/or the receipt or collection of the Special
Taxes, and (7) such additional information as the Original Purchaser shall reasonably request
from time to time pursuant to written notice to the District. Notwithstanding any other provision
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of this Indenture, failure of the District to comply with this Section 5.2(l) shall not be considered
an Event of Default; however, any Bondowner or Beneficial 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 obligations under this Section 5.2(1). For
purposes of this Section, “Beneficial Owner’ means any person which (a) has the power,
directly or indirectly, to vote or consent with respect to, or to dispose of ownership of, any Bond
(including persons holding Bonds through nominees, depositories or other intermediaries), or
(b) is treated as the owner of any Bond for federal income tax purposes.

ARTICLE VI
AMENDMENTS TO INDENTURE

Section 6.1. Supplemental Indentures or Orders Not Requiring Bondowner
Consent. The District may from time to time, and at any time, without notice to or consent of
any of the Bondowners, adopt Supplemental Indentures for any of the following purposes:

(@) to cure any ambiguity, to correct or supplement any provisions herein
which may be inconsistent with any other provision herein, or to make any other provision with
respect to matters or questions arising under this Indenture or in any Supplemental Indenture
or order, provided that such action is not materially adverse to the interests of the Bondowners;

(b) to add to the covenants and agreements of and the limitations and the
restrictions upon the District contained in this Indenture, other covenants, agreements,
limitations and restrictions to be observed by the District which are not contrary to or
inconsistent with this Indenture as theretofore in effect or which further secure Bond payments;

(c) to provide for the issuance of any Parity Bonds, and to provide the terms
and conditions under which such Parity Bonds may be issued, subject to and in accordance
with the provisions of this Indenture;

(d) to modify, amend or supplement this Indenture in such manner as to
permit the qualification hereof under the Trust Indenture Act of 1939, as amended, or any
similar federal statute hereafter in effect, or to comply with the Code or regulations issued
thereunder, and to add such other terms, conditions and provisions as may be permitted by
said act or similar federal statute, and which shall not materially adversely affect the interests of
the Owners of the Bonds or any Parity Bonds then Outstanding;

(e) to modify, alter or amend the Rate and Method of Apportionment in any
manner so long as such changes do not reduce the maximum Special Taxes that may be
levied in each year to an amount which is less than 110% of the principal and interest due in
each corresponding future Bond Year with respect to the Bonds and Parity Bonds Outstanding
as of the date of such amendment; or

() to modify, alter, amend or supplement this Indenture in any other respect
which is not materially adverse to the Bondowners.

Notwithstanding the foregoing, no Supplemental Indenture may modify any of the duties
or responsibilities of the Fiscal Agent without the written consent of the Fiscal Agent.
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Section 6.2. Supplemental Indentures or Orders Requiring Bondowner Consent.
Exclusive of the Supplemental Indentures described in Section 6.1, the Owners of not less than
a majority in aggregate principal amount of the Bonds and Parity Bonds Outstanding shall have
the right to consent to and approve the adoption by the District of such Supplemental Indentures
as shall be deemed necessary or desirable by the District for the purpose of waiving, modifying,
altering, amending, adding to or rescinding, in any particular, any of the terms or provisions
contained in this Indenture; provided, however, that nothing herein shall permit, or be construed
as permitting, (a) an extension of the maturity date of the principal, or the payment date of
interest on, any Bond, (b) a reduction in the principal amount of, or redemption premium on, any
Bond or the rate of interest thereon, (c) a preference or priority of any Bond over any other
Bond, or (d) a reduction in the aggregate principal amount of the Bonds and Parity Bonds the
Owners of which are required to consent to such Supplemental Indenture, without the consent
of the Owners of all Bonds and Parity Bonds then Outstanding.

If at any time the District shall desire to adopt a Supplemental Indenture, which pursuant
to the terms of this Section shall require the consent of the Bondowners, the District shall so
notify the Fiscal Agent and shall deliver to the Fiscal Agent a copy of the proposed
Supplemental Indenture. The Fiscal Agent shall, at the expense of the District, cause notice of
the proposed Supplemental Indenture to be mailed, by first class mail, postage prepaid, to all
Bondowners at their addresses as they appear in the Bond Register. Such notice shall briefly
set forth the nature of the proposed Supplemental Indenture and shall state that a copy thereof
is on file at the office of the Fiscal Agent for inspection by all Bondowners. The failure of any
Bondowners to receive such notice shall not affect the validity of such Supplemental Indenture
when consented to and approved by the Owners of not less than a majority in aggregate
principal amount of the Bonds and Parity Bonds Outstanding if and as required by this Section.
Whenever at any time within one year after the date of the first mailing of such notice, the Fiscal
Agent shall receive an instrument or instruments purporting to be executed by the Owners of not
less than a majority in aggregate principal amount of the Bonds and Parity Bonds Outstanding,
which instrument or instruments shall refer to the proposed Supplemental Indenture described
in such notice, and shall specifically consent to and approve the adoption thereof by the District
substantially in the form of the copy referred to in such notice as on file with the Fiscal Agent,
such proposed Supplemental Indenture, when duly adopted by the District, shall thereafter
become a part of the proceedings for the issuance of the Bonds and any Parity Bonds. In
determining whether the Owners of a majority of the aggregate principal amount of the Bonds
and Parity Bonds have consented to the adoption of any Supplemental Indenture, Bonds or
Parity Bonds which are owned by the District or by any Person directly or indirectly controlling or
controlled by or under the direct or indirect common control with the District, shall be
disregarded and shall be treated as though they were not Outstanding for the purpose of any
such determination.

Upon the adoption of any Supplemental Indenture and the receipt of consent to any such
Supplemental Indenture from the Owners of not less than a majority in aggregate principal
amount of the Outstanding Bonds and Parity Bonds in instances where such consent is required
pursuant to the provisions of this section, this Indenture shall be, and shall be deemed to be,
modified and amended in accordance therewith, and the respective rights, duties and
obligations under this Indenture of the District and all Owners of Outstanding Bonds and Parity
Bonds shall thereafter be determined, exercised and enforced hereunder, subject in all respects
to such modifications and amendments.

Section 6.3. Notation of Bonds or Parity Bonds; Delivery of Amended Bonds or
Parity Bonds. After the effective date of any action taken as hereinabove provided, the District
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may determine that the Bonds or Parity Bonds may bear a notation, by endorsement in form
approved by the District, as to such action; and in that case, upon demand of the Owner of any
Outstanding Bond at such effective date and presentation of his Bond for the purpose at the
Principal Office of the Fiscal Agent or at such additional offices as the Fiscal Agent may select
and designate for that purpose, a suitable notation as to such action shall be made on such
Bonds or Parity Bonds. If the District shall so determine, new Bonds so modified as, in the
opinion of the District, shall be necessary to conform to such action shall be prepared and
executed, and in that case upon demand of the Owner of any Outstanding Bond or Parity Bond
at such effective date such new Bonds shall be exchanged at the Principal Office of the Fiscal
Agent or at such additional offices as the Fiscal Agent may select and designate for that
purpose, without cost to each Owner of Outstanding Bonds or Parity Bonds, upon surrender of
such Outstanding Bonds or Parity Bonds.

ARTICLE VII
FISCAL AGENT

Section 7.1. Fiscal Agent. U.S. Bank National Association, having a corporate trust
office in Los Angeles, California, is hereby appointed Fiscal Agent for the District for the purpose
of receiving all money which the District is required to deposit with the Fiscal Agent hereunder
and to allocate, use and apply the same as provided in this Indenture. In the event that the
District fails to deposit with the Fiscal Agent any amount due hereunder when due, the Fiscal
Agent shall provide telephonic notice to the District and shall confirm the amount of such
shortfall in writing.

The Fiscal Agent is hereby authorized to and shall mail by first class mail, postage
prepaid, interest payments to the Bondowners, to select Bonds and Parity Bonds for
redemption, and to maintain the Bond Register. The Fiscal Agent is hereby authorized to pay
the principal of and premium, if any, on the Bonds and Parity Bonds when the same are duly
presented to it for payment at maturity or on call and redemption, to provide for the registration
of transfer and exchange of Bonds and Parity Bonds presented to it for such purposes, to
provide for the cancellation of Bonds and Parity Bonds all as provided in this Indenture, and to
provide for the authentication of Bonds and Parity Bonds, and shall perform all other duties
assigned to or imposed on it as provided in this Indenture. The Fiscal Agent shall keep
accurate records of all funds administered by it and all Bonds and Parity Bonds paid, discharged
and cancelled by it. The Fiscal Agent shall deliver to the District a monthly accounting of the
funds and accounts it holds under this Indenture; provided, however, that the Fiscal Agent shall
not be obligated to deliver such accounting for any fund or account that has a balance of zero.
The Fiscal Agent may establish such funds and accounts as it deems necessary or appropriate
to perform its obligations hereunder.

The Fiscal Agent is hereby authorized to redeem the Bonds and Parity Bonds when duly
presented for payment at maturity, or on redemption prior to maturity. The Fiscal Agent shall
cancel all Bonds and Parity Bonds upon payment thereof in accordance with the provisions of
Section 10.1 hereof.

The District shall from time to time, subject to any agreement between the District and
the Fiscal Agent then in force, pay to the Fiscal Agent compensation for its services, reimburse
the Fiscal Agent for all its advances and expenditures, including, but not limited to, advances to
and fees and expenses of independent accountants or counsel employed by it in the exercise
and performance of its powers and duties hereunder, and indemnify and save the Fiscal Agent,
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its officers, directors, employees and agents, harmless against costs, claims, expenses and
liabilities not arising from its own negligence or willful misconduct which it may incur in the
exercise and performance of its powers and duties hereunder. The obligations of the District
under this Section shall survive the discharge of the Bonds and the resignation or removal of the
Fiscal Agent.

Section 7.2. Removal of Fiscal Agent. The District may, with the prior written
consent of the Original Purchaser (so long as the Original Purchaser is the Owner of all of the
Outstanding Bonds), at any time at its sole discretion remove the Fiscal Agent initially
appointed, and any successor thereto, by delivering to the Fiscal Agent a written notice of its
decision to remove the Fiscal Agent and may appoint a successor or successors thereto;
provided that any such successor shall be a bank or trust company having a combined capital
(exclusive of borrowed capital) and surplus of at least fifty million dollars ($50,000,000), and
subject to supervision or examination by federal or state authority. Any removal shall become
effective only upon acceptance of appointment by the successor Fiscal Agent. If any bank or
trust company appointed as a successor publishes a report of condition at least annually,
pursuant to law or to the requirements of any supervising or examining authority above referred
to, then for the purposes of this Section the combined capital and surplus of such bank or trust
company shall be deemed to be its combined capital and surplus as set forth in its most recent
report of condition so published.

Section 7.3. Resignation of Fiscal Agent. The Fiscal Agent may at any time resign
by giving written notice to the District and by giving to the Owners notice of such resignation,
which notice shall be mailed to the Owners at their addresses appearing in the Bond Register.
Upon receiving such notice of resignation, the District shall promptly appoint a successor Fiscal
Agent by an instrument in writing. Any resignation or removal of the Fiscal Agent and
appointment of a successor Fiscal Agent shall become effective only upon acceptance of
appointment by the successor Fiscal Agent.

If no appointment of a successor Fiscal Agent shall be made pursuant to the foregoing
provisions of this Section 7.3 or Section 7.2 within forty-five (45) days after the Fiscal Agent
shall have received written notice from the District of its removal as Fiscal Agent or given to the
District written notice of its resignation as Fiscal Agent, the Fiscal Agent, at the expense of the
District, or any Owner may apply to any court of competent jurisdiction to appoint a successor
Fiscal Agent. Said court may thereupon, after such notice, if any, as such court may deem
proper, appoint a successor Fiscal Agent.

Section 7.4. Liability of Fiscal Agent. The recitals of fact and all promises,
covenants and agreements contained herein and in the Bonds and any Parity Bonds shall be
taken as statements, promises, covenants and agreements of the District, and the Fiscal Agent
assumes no responsibility for the correctness of the same and makes no representations as to
the validity or sufficiency of this Indenture, the Bonds, or any Parity Bonds and shall incur no
responsibility in respect thereof, other than in connection with its duties or obligations
specifically set forth herein, in the Bonds and any Parity Bonds, or in the certificate of
authentication assigned to or imposed upon the Fiscal Agent. The Fiscal Agent shall be under
no responsibility or duty with respect to the issuance of the Bonds or any Parity Bonds for value.
The Fiscal Agent shall not be liable in connection with the performance of its duties hereunder,
except for its own negligence or willful misconduct.

The Fiscal Agent shall be protected in acting upon any notice, resolution, request,
consent, order, certificate, report, Bond or other paper or document believed by it to be genuine
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and to have been signed or presented by the proper party or parties. The Fiscal Agent may
consult with counsel, who may be counsel to the District, with regard to legal questions, and the
opinion of such counsel shall be full and complete authorization and protection in respect of any
action taken or suffered hereunder in good faith and in accordance therewith.

The Fiscal Agent shall not be bound to recognize any Person as the Owner of a Bond
unless and until such Bond is submitted for inspection, if required, and his title thereto
satisfactorily established, if disputed.

Whenever in the administration of its duties under this Indenture the Fiscal Agent shall
deem it necessary or desirable that a matter be proved or established prior to taking or suffering
any action hereunder, such matter (unless other evidence in respect thereof be herein
specifically prescribed) may, in the absence of bad faith on the part of the Fiscal Agent, be
deemed to be conclusively proved and established by a written certificate of the District, and
such certificate shall be full warrant to the Fiscal Agent for any action taken or suffered under
the provisions of this Indenture upon the faith thereof, but in its discretion the Fiscal Agent may,
in lieu thereof, accept other evidence of such matter or may require such additional evidence as
to it may seem reasonable.

The Fiscal Agent shall have no responsibility with respect to any information, statement,
or recital in any official statement, offering memorandum or any other disclosure material
prepared or distributed with respect to the Bonds.

No provision of this Indenture or any other document related hereto shall require the
Fiscal Agent to risk or advance its own funds or otherwise incur any financial liability in the
performance of its duties or the exercise of its rights hereunder.

The immunities extended to the Fiscal Agent also extend to its directors, officers,
employees and agents.

Section 7.5. Interested Transactions. The Fiscal Agent and its officers and
employees may acquire and hold Bonds with the same effect as if it were not Fiscal Agent. The
Fiscal Agent, either as principal or agent, may engage in or be interested in any financial or
other transaction with the District.

Section 7.6. Agents. The Fiscal Agent may execute any of its trusts or powers or
perform its duties through attorneys, agents or receivers and the Fiscal Agent shall not be
answerable for the default or misconduct of any such attorney, agent or receiver selected by it
with reasonable care.

ARTICLE VI
EVENTS OF DEFAULT,; REMEDIES

Section 8.1. Events of Default. Any one or more of the following events shall
constitute an “event of default”

(@) Default in the due and punctual payment of the principal of or redemption

premium, if any, on any Bond when and as the same shall become due and payable, whether
at maturity as therein expressed, by declaration or otherwise;
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(b) Default in the due and punctual payment of the interest on any Bond
when and as the same shall become due and payable; or

(c) Except as described in (a) or (b), default shall be made by the District in
the observance of any of the agreements, conditions or covenants on its part contained in this
Indenture, any Supplemental Indenture, the Bonds, or any Parity Bonds, and such default shall
have continued for a period of 30 days after the District shall have been given notice in writing
of such default by the Fiscal Agent or the Owners of 25% in aggregate principal amount of the
Outstanding Bonds and Parity Bonds.

Section 8.2. Remedies of Owners. Following the occurrence of an event of default,
any Owner shall have the right for the equal benefit and protection of all Owners similarly
situated:

(@) By mandamus or other suit or proceeding at law or in equity to enforce his
rights against the District and any of the members, officers and employees of the District, and
to compel the District or any such members, officers or employees to perform and carry out
their duties under the Act and their agreements with the Owners as provided in this Indenture;

(b) By suit in equity to enjoin any actions or things which are unlawful or
violate the rights of the Owners; or

(c) By a suit in equity to require the District and its members, officers and
employees to account as the trustee of an express trust.

Nothing in this Article or in any other provision of this Indenture or in the Bonds shall
affect or impair the obligation of the District, which is absolute and unconditional, to pay the
interest on and principal of the Bonds to the respective Owners thereof at the respective dates
of maturity, as herein provided, out of the Net Special Taxes pledged for such payment, or affect
or impair the right of action, which is also absolute and unconditional, of such Owners to
institute suit to enforce such payment by virtue of the contract embodied in the Bonds and in this
Indenture. The principal of the Bonds shall not be subject to acceleration hereunder.

A waiver of any default or breach of duty or contract by any Owner shall not affect any
subsequent default or breach of duty or contract, or impair any rights or remedies on any such
subsequent default or breach. No delay or omission by any Owner to exercise any right or
power accruing upon any default shall impair any such right or power or shall be construed to be
a waiver of any such default or an acquiescence therein, and every power and remedy
conferred upon the Owners by the Act or by this Article may be enforced and exercised from
time to time and as often as shall be deemed expedient by the Owners.

If any suit, action or proceeding to enforce any right or exercise any remedy is
abandoned or determined adversely to the Owners, the District and the Owners shall be
restored to their former positions, rights and remedies as if such suit, action or proceeding had
not been brought or taken.

No remedy herein conferred upon or reserved to the Owners is intended to be exclusive
of any other remedy. Every such remedy shall be cumulative and shall be in addition to every
other remedy given hereunder or now or hereafter existing, at law or in equity or by statute or
otherwise, and may be exercised without exhausting and without regard to any other remedy
conferred by the Act or any other law.
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In case the moneys held by the Fiscal Agent after an event of default pursuant to
Section 8.1(a) or (b) shall be insufficient to pay in full the whole amount so owing and unpaid
upon the Bonds, then all available amounts shall be applied in accordance with Section 8.3.

Section 8.3. Application of Revenues and Other Funds After Default. All amounts
received by the District pursuant to any right given or action taken by the Owners under the
provisions of this Indenture relating to the Bonds and Parity Bonds shall be applied by the
District in the following order upon presentation of the Bonds and Parity Bonds:

First, to the payment of the fees, costs and expenses of the Owner in carrying
out the provisions of this Article VIII, including reasonable compensation to its agents, attorneys
and counsel, and to the payment of all other outstanding fees and expenses of the Owner; and

Second, to the payment of the whole amount of interest on and principal of the
Bonds then due and unpaid, with interest on overdue installments of principal and interest to the
extent permitted by law at the net effective rate of interest then borne by the Outstanding Bonds
and Parity Bonds; provided, however, that in the event such amounts shall be insufficient to pay
in full the full amount of such interest and principal, then such amounts shall be applied in the
following order of priority:

(@ first to the payment of all installments of interest on the Bonds and Parity
Bonds then due and unpaid on a pro rata basis based on the total amount then due and owing,

(b) second, to the payment of all installments of principal, including Sinking
Fund Payments, of the Bonds and Parity Bonds then due and unpaid on a pro rata basis based
on the total amount then due and owing, and

(c) third, to the payment of interest on overdue installments of principal and
interest on the Bonds and Parity Bonds on a pro rata basis based on the total amount then due
and owing.

Section 8.4. Non-Waiver. Nothing in this Article VIII or in any other provision of this
Indenture, the Bonds or the Parity Bonds, shall affect or impair the obligation of the District,
which is absolute and unconditional, to pay the interest on and principal of the Bonds and Parity
Bonds to the respective Owners of the Bonds and Parity Bonds at the respective dates of
maturity, as herein provided, out of the Net Special Taxes and other moneys herein pledged for
such payment.

A waiver of any default or breach of duty or contract by any Owners shall not
affect any subsequent default or breach of duty or contract, or impair any rights or remedies on
any such subsequent default or breach. No delay or omission of any Owner of any of the Bonds
or Parity Bonds to exercise any right or power accruing upon any default shall impair any such
right or power or shall be construed to be a waiver of any such default or an acquiescence
therein; and every power and remedy conferred upon the Owners by the Act or by this
Article VIII may be enforced and exercised from time to time and as often as shall be deemed
expedient by the Owners, as the case may be.

ARTICLE IX
DEFEASANCE

Section 9.1. Defeasance. If the District shall pay or cause to be paid, or there shall
otherwise be paid, to the Owner of an Outstanding Bond the interest due thereon and the
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principal thereof, at the times and in the manner stipulated in this Indenture, then the Owner of
such Bond shall cease to be entitled to the pledge of Net Special Taxes, and, other than as set
forth below, all covenants, agreements and other obligations of the District to the Owner of such
Bond under this Indenture shall thereupon cease, terminate and become void and be
discharged and satisfied. In the event of a defeasance of all Outstanding Bonds and Parity
Bonds pursuant to this Section, the Fiscal Agent shall execute and deliver to the District all such
instruments as may be desirable to evidence such discharge and satisfaction, and the Fiscal
Agent shall, after payment of amounts payable to the Fiscal Agent hereunder, pay over or
deliver to the District’s general fund all money or securities held by it pursuant to this Indenture
which are not required for the payment of the interest due on and the principal of such Bonds
and Parity Bonds.

Any Outstanding Bond shall be deemed to have been paid within the meaning
expressed in the first paragraph of this section if such Bond is paid in any one or more of the
following ways:

(@) by paying or causing to be paid the principal of, premium, if any, and
interest on such Bond or Parity Bond, as and when the same become due and payable;

(b) by depositing with the Fiscal Agent, in trust, at or before maturity, money
which, together with the amounts then on deposit in the Special Tax Fund is fully sufficient to
pay the principal of, premium, if any, and interest on such Bond or Parity Bond, as and when
the same shall become due and payable; or

(c) by depositing with the Fiscal Agent, or another escrow bank appointed by
the District, in trust, direct, non-callable, non-prepayable Federal Securities, of the type defined
in the definition thereof set forth in Section 1.1 hereof, in which the District may lawfully invest
its money, in such amount as an Independent Financial Consultant shall determine will be
sufficient, together with the interest to accrue thereon and moneys then on deposit in the
Special Tax Fund, together with the interest to accrue thereon, to pay and discharge the
principal of, premium, if any, and interest on such Bond or Parity Bond, as and when the same
shall become due and payable;

then, at the election of the District, and notwithstanding that any Outstanding Bonds and Parity
Bonds shall not have been surrendered for payment, all obligations of the District under this
Indenture with respect to such Bond or Parity Bond shall cease and terminate, except for the
obligation of the Fiscal Agent to pay or cause to be paid to the Owners of any such Bond or
Parity Bond not so surrendered and paid, all sums due thereon and except for the covenants of
the District contained in Section 5.2(f) relating to compliance with the Code. Notice of such
election shall be filed with the Fiscal Agent not less than thirty (30) days prior to the proposed
defeasance date. In connection with a defeasance under (b) or (c) above, there shall be
provided to the Fiscal Agent a certificate of a certified public accountant stating its opinion as to
the sufficiency of the moneys or securities deposited with the Fiscal Agent or the escrow bank to
pay and discharge the principal of and interest on all Outstanding Bonds or Parity Bonds to be
defeased in accordance with this Section, as and when the same shall become due and
payable, and an opinion of Bond Counsel (which may rely upon the opinion of the certified
public accountant) to the effect that the Bonds being defeased have been legally defeased in
accordance with this Indenture and any applicable Supplemental Indenture. Upon a
defeasance, the Fiscal Agent, upon request of the District, shall release the rights of the Owners
of such Bonds which have been defeased under this Indenture and execute and deliver to the
District all such instruments as may be desirable to evidence such release, discharge and
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satisfaction. The Fiscal Agent shall, at the written direction of the District, mail, first class,
postage prepaid, a notice to the Bondowners whose Bonds have been defeased, in the form
directed by the District, stating that the defeasance has occurred.

ARTICLE X
MISCELLANEOUS

Section 10.1. Cancellation of Bonds or Parity Bonds. All Bonds and Parity Bonds
surrendered to the Fiscal Agent for payment upon maturity or for redemption shall be upon
payment therefor, and any Bond purchased by the District as authorized herein and delivered to
the Fiscal Agent for such purpose shall be, cancelled forthwith and shall not be reissued. The
Fiscal Agent shall destroy such Bonds and Parity Bonds, as provided by law, and, upon request
of the District, furnish to the District a certificate of such destruction.

Section 10.2. Execution of Documents and Proof of Ownership. Any request,
direction, consent, revocation of consent, or other instrument in writing required or permitted by
this Indenture to be signed or executed by Bondowners may be in any number of concurrent
instruments of similar tenor and may be signed or executed by such Owners in person or by
their attorneys appointed by an instrument in writing for that purpose, or by the bank, trust
company or other depository for such Bonds. Proof of the execution of any such instrument, or
of any instrument appointing any such attorney, and of the ownership of Bonds or Parity Bonds
shall be sufficient for the purposes of this Indenture (except as otherwise herein provided), if
made in the following manner:

(@) The fact and date of the execution by any Owner or his or her attorney of
any such instrument and of any instrument appointing any such attorney, may be proved by a
signature guarantee of any bank or trust company located within the United States of America.
Where any such instrument is executed by an officer of a corporation or association on behalf
of such corporation or association or by a member of a partnership on behalf of such
partnership, such signature guarantee shall also constitute sufficient proof of his authority.

(b)  Asto any Bond or Parity Bond, the Person in whose hame the same shall
be registered in the Bond Register shall be deemed and regarded as the absolute Owner
thereof for all purposes, and payment of or on account of the principal of any such Bond or
Parity Bond, and the interest thereon, shall be made only to or upon the order of the registered
Owner thereof or his or her legal representative. All such payments shall be valid and effectual
to satisfy and discharge the liability upon such Bond or Parity Bond and the interest thereon to
the extent of the sum or sums to be paid. Neither the District nor the Fiscal Agent shall be
affected by any notice to the contrary.

Nothing contained in this Indenture shall be construed as limiting the Fiscal
Agent or the District to such proof, it being intended that the Fiscal Agent or the District may
accept any other evidence of the matters herein stated which the Fiscal Agent or the District
may deem sufficient. Any request or consent of the Owner of any Bond or Parity Bond shall
bind every future Owner of the same Bond in respect of anything done or suffered to be done by
the Fiscal Agent or the District in pursuance of such request or consent.

Section 10.3. Unclaimed Moneys. Anything in this Indenture to the contrary

notwithstanding, any money held by the Fiscal Agent or the District in trust for the payment and
discharge of any of the Outstanding Bonds and Parity Bonds which remain unclaimed for two
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years after the date when such Outstanding Bonds or Parity Bonds have become due and
payable, if such money was held by the Fiscal Agent or the District at such date, or for two
years after the date of deposit of such money if deposited with the Fiscal Agent or the District
after the date when such Outstanding Bonds or Parity Bonds become due and payable, shall be
repaid by the Fiscal Agent to the District or retained by the District, as its absolute property and
free from trust, and the Fiscal Agent or the District shall thereupon be released and discharged
with respect thereto and the Owners shall look only to the District for the payment of such
Outstanding Bonds or Parity Bonds; provided, however, that, before being required to make any
such payment to the District, the Fiscal Agent shall, upon the written request and at the expense
of the District, cause to be mailed by first-class mail, postage prepaid, to the registered Owners
of such Outstanding Bonds or Parity Bonds at their addresses as they appear in the Bond
Register a notice that said money remains unclaimed and that, after a date named in said
notice, which date shall not be less than 30 days after the date of the mailing of such notice, the
balance of such money then unclaimed will be returned to the District.

Section 10.4. Provisions Constitute Contract. The provisions of this Indenture shall
constitute a contract between the District and the Bondowners and the provisions hereof shall
be construed in accordance with the laws of the State of California.

In case any suit, action or proceeding to enforce any right or exercise any remedy shall
be brought or taken and, should said suit, action or proceeding be abandoned, or be determined
adversely to the Bondowners or the Fiscal Agent, then the District, the Fiscal Agent and the
Bondowners shall be restored to their former positions, rights and remedies as if such suit,
action or proceeding had not been brought or taken.

After the issuance and delivery of the Bonds this Indenture shall be irrepealable, but
shall be subject to modifications to the extent and in the manner provided in this Indenture, but
to no greater extent and in no other manner.

Section 10.5. Future Contracts. Nothing herein contained shall be deemed to restrict
or prohibit the District from making contracts or creating bonded or other indebtedness payable
from a pledge of the Net Special Taxes which is subordinate to the pledge hereunder, or which
is payable from the general fund of the District or from taxes or any source other than the Net
Special Taxes and other amounts pledged hereunder.

Section 10.6. Further Assurances. The District will adopt, make, execute and deliver
any and all such further resolutions, instruments and assurances as may be reasonably
necessary or proper to carry out the intention or to facilitate the performance of this Indenture,
and for the better assuring and confirming unto the Owners of the Bonds or any Parity Bonds
the rights and benefits provided in this Indenture.

Section 10.7. Severability. If any covenant, agreement or provision, or any portion
thereof, contained in this Indenture, or the application thereof to any person or circumstance, is
held to be unconstitutional, invalid or unenforceable, the remainder of this Indenture and the
application of any such covenant, agreement or provision, or portion thereof, to other persons or
circumstances, shall be deemed severable and shall not be affected thereby, and this Indenture
and the Bonds and any Parity Bonds issued pursuant hereto shall remain valid and the
Bondowners shall retain all valid rights and benefits accorded to them under the laws of the
State of California.
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Section 10.8. Notices. Any notices required to be given with respect to the Bonds or
this Indenture shall be mailed, first class, postage prepaid, or personally delivered to (1) the
District: East Orange County Water District, 185 North McPherson Road, Orange, California
92869-3720, Attention: General Manager (2) to the Fiscal Agent in its capacity as Fiscal Agent:
U.S. Bank National Association, 633 West Fifth Street, 24" Floor, Los Angeles, California
90071, Attention: Global Trust Services and (3) to the Original Purchaser: Western Alliance
Business Trust, a wholly owned affiliate of Western Alliance Bank, an Arizona corporation, c/o
Western Alliance Bank, ATTN: Municipal Finance, One E Washington Street, Suite 1400,
Phoenix, Arizona 85004, email address: MunicipalFinanceGroup@westernalliancebank.com.

Section 10.9. Waiver of Jury Trial; Agreement For Judicial Reference; No
Sovereign Immunity. To the fullest extent permitted by law, the District hereby waives its right
to trial by jury in any action, proceeding and/or hearing on any matter whatsoever arising out of,
or in any way connected with, the Bonds, this Indenture or any documents relating to the Bonds
or this Indenture, or the enforcement of any remedy under any law, statute, or regulation. To
the extent such waiver is not enforceable, the District hereby consents to the adjudication of any
and all such matters pursuant to Judicial Reference as provided in Section 638 of the California
Code of Civil Procedure, and the judicial referee shall be empowered to hear and determine any
and all issues in such Reference whether fact or law. The District hereby represents that it does
not possess and will not invoke a claim of sovereign immunity for disputes arising out of
contractual claims relating to the Bonds or this Indenture.

Section 10.10. Additional Rights of Sole Owner. So long as there is a single Owner
of all Bonds the provisions of this Section 10.10 shall apply.

(& Notwithstanding any other provision of this Indenture, the Owner shall
have the right to consent to any amendment to this Indenture and to the appointment of a
successor Fiscal Agent appointed by the District after the resignation or removal of the Fiscal
Agent hereunder.

(b)  The District shall provide notice to the Owner of any material impact to
the District’s financial position and/or the receipt or collection of the Special Taxes and such
additional information as the Owner shall reasonably request from time to time pursuant to
written notice to the District.

(c) The Owner is hereby expressly made a third party beneficiary of this
Indenture.

(d)  The Fiscal Agent or the District, as applicable, shall notify the Owner of
any failure of the District to provide relevant notices, certificates or other similar documents
hereunder.

(e)  The District shall pay or reimburse the Bondowner, but only from surplus
Special Taxes available after fully funding the priorities set forth in Section 3.2(b) and Section
3.2(d)(1) through (5), for any and all charges, fees, costs and expenses that the Bondowner
may reasonably pay or incur in connection with the following: (i) the administration,
enforcement, defense, or preservation of any rights or security hereunder or under this
Indenture; (ii) the pursuit of any remedies under this Indenture, or otherwise afforded by law or
equity; (iii) any amendment, waiver, or other action with respect to or related to this Indenture
whether or not executed or completed; (iv) the violation by the District of any law, rule, or
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regulation or any judgment, order or decree applicable to it; or (v) any litigation or other dispute
in connection with this Indenture.

[Rest of This Page Intentionally Left Blank]
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IN WITNESS WHEREOF, the District and the Fiscal Agent have executed this
Indenture, effective the date first written above.

COMMUNITY FACILITIES DISTRICT NO. 2018-1
OF THE EAST ORANGE COUNTY WATER
DISTRICT

By:

Its: President of the Board of Directors of East
Orange County Water District, acting as the
legislative body of Community Facilities District
No. 2018-1 of East Orange County Water
District

ATTEST:

Secretary of the Board of Directors of East
Orange County Water District, acting as the
legislative body of Community Facilities
District No. 2018-1 of East Orange County
Water District

The terms of this Indenture relating to the Fiscal Agent are accepted by U.S. Bank
National Association, as Fiscal Agent.

U.S. BANK NATIONAL ASSOCIATION, as Fiscal
Agent

By:
Its: Authorized Officer




EXHIBIT A

FORM OF 2018 SPECIAL TAX BOND

R-1 $

THIS BOND MAY ONLY BE TRANSFERRED TO AN “ACCREDITED
INVESTOR” WITHIN THE MEANING OF SECTION 2(A)(15) OF THE
SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT”) OR A
“QUALIFIED INSTITUTIONAL BUYER WITHIN THE MEANING OF RULE
144A(a)(1) PROMULGATED UNDER THE SECURITIES ACT, SUBJECT TO
THE TERMS AND CONDITIONS SET FORTH IN THE INDENTURE.

UNITED STATES OF AMERICA
STATE OF CALIFORNIA
COUNTY OF ORANGE

COMMUNITY FACILITIES DISTRICT NO. 2018-1
OF EAST ORANGE COUNTY WATER DISTRICT
2018A SPECIAL TAX BOND

INTEREST RATE: MATURITY DATE: DATED DATE:
% September 1, 2043 August __, 2018

REGISTERED OWNER: Western Alliance Business Trust, a wholly owned affiliate of
Western Alliance Bank, an Arizona corporation

PRINCIPAL AMOUNT:

COMMUNITY FACILITIES DISTRICT NO. 2018-1 OF EAST ORANGE COUNTY
WATER DISTRICT (the “District”), situated in the County of Orange, State of California, FOR
VALUE RECEIVED, hereby promises to pay, solely from certain amounts held under the
Indenture (as hereinafter defined), to the Registered Owner named above, or registered
assigns, on the Maturity Date set forth above, unless redeemed prior thereto as hereinafter
provided, the Principal Amount set forth above, and to pay interest on such Principal Amount
from the Interest Payment Date (as hereinafter defined) next preceding the date of
authentication hereof, unless (i) the date of authentication is an Interest Payment Date in which
event interest shall be payable from such date of authentication, (ii) the date of authentication is
after a Record Date (as hereinafter defined) but prior to the immediately succeeding Interest
Payment Date, in which event interest shall be payable from the Interest Payment Date
immediately succeeding the date of authentication, or (iii) the date of authentication is prior to
the close of business on the first Record Date in which event interest shall be payable from the
Dated Date set forth above. Notwithstanding the foregoing, if at the time of authentication of
this Bond interest is in default, interest on this Bond shall be payable from the last Interest
Payment Date to which the interest has been paid or made available for payment or, if no
interest has been paid or made available for payment, interest on this Bond shall be payable
from the Dated Date set forth above. Interest will be paid semiannually on March 1 and
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September 1 (each an “Interest Payment Date”), commencing , at the Interest Rate set
forth above, until the Principal Amount hereof is paid or made available for payment.

The principal of and premium, if any, on this Bond are payable to the Registered Owner
hereof in lawful money of the United States of America upon presentation and surrender of this
Bond at the Principal Office of the Fiscal Agent (as such term is defined in the Indenture),
initially U.S. Bank National Association, (the “Fiscal Agent”). Interest on this Bond shall be paid
by check of the Fiscal Agent mailed, by first class mail, postage prepaid, or in certain
circumstances described in the Indenture by wire transfer to an account within the United States
of America, to the Registered Owner hereof as of the close of business on the fifteenth day of
the month preceding the month in which the Interest Payment Date occurs (the “Record Date”)
at such Registered Owner’s address as it appears on the registration books maintained by the
Fiscal Agent. Notwithstanding any provision herein or in the Indenture to the contrary, so long
as this Bond is owned by the Original Purchaser (as defined in the Indenture), (i) the Fiscal
Agent shall pay principal of and interest and redemption premium, if any, on the Bonds when
due by wire transfer in immediately available funds to the Original Purchaser in accordance with
such wire transfer instructions as shall be filed by the Original Purchaser with the Fiscal Agent
from time to time, (ii) payments of principal on the Bonds shall be made without the requirement
for presentation and surrender by the Original Purchaser, provided that principal which is
payable at maturity shall be made only upon presentation and surrender at the Principal Office
of the Fiscal Agent, and (iii) the Fiscal Agent shall not be required to give notice to the Original
Purchaser of the sinking fund payments as described in the Indenture.

This Bond is one of a duly authorized issue of “Community Facilities District No. 2018-1
of East Orange County Water District 2018A Special Tax Bonds” (the “Bonds”) issued in the
aggregate principal amount of $ pursuant to the Mello-Roos Community Facilities
Act of 1982, as amended, being Sections 53311, et seq., of the California Government Code
(the “Act”) for the purpose of (i) financing the construction of certain public facilities within the
District, (ii) funding a reserve account and (iii) paying certain costs related to the issuance of the
Bonds. The issuance of the Bonds and the terms and conditions thereof are provided for by a
resolution adopted by the Board of Directors of East Orange County Water District, acting in its
capacity as the legislative body of the District (the “Legislative Body”) on July 19, 2018,
Resolution No. (the “Resolution of Issuance”), and a Trust Indenture dated as of August
1, 2018 by and between the District and Fiscal Agent executed in connection therewith (the
“Indenture”), and this reference incorporates the Indenture herein; and by acceptance hereof the
Registered Owner of this Bond assents to said terms and conditions. The Resolution and the
Indenture are adopted under and this Bond is issued under, and both are to be construed in
accordance with, the laws of the State of California.

Pursuant to the Act and the Indenture, the principal of, premium, if any, and interest on
this Bond are payable solely from the portion of the annual special taxes authorized under the
Act to be levied and collected within the District (the “Net Special Taxes”) and certain other
amounts pledged to the repayment of the Bonds as set forth in the Indenture. Any amounts for
the payment hereof shall be limited to the Net Special Taxes pledged and collected or
foreclosure proceeds received following a default in payment of the Net Special Taxes and other
amounts deposited to the Special Tax Fund established under the Indenture, except to the
extent that other provision for payment has been made by the Legislative Body, as may be
permitted by law. The District has covenanted for the benefit of the owners of the Bonds that
under certain circumstances described in the Indenture it will commence and diligently pursue to
completion appropriate foreclosure proceedings in the event of delinquencies of Net Special Tax
installments levied for payment of principal and interest on the Bonds.
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(@) The Bonds maturing on or before September 1, 2025 are not subject to
optional redemption. The Bonds maturing on or after September 1, 2026 may be redeemed, at
the option of the District, from any source of funds, other than Prepayments, on any date on or
after September 1, 2025 in whole, or in part (in such amounts as may be designated by the
District, with the particular Bonds within the maturity of the Bonds to be selected by the Fiscal
Agent by lot), at the following redemption prices expressed as a percentage of the principal
amount to be redeemed, together with accrued interest to the date of redemption:

Redemption Dates Redemption
Prices
September 1, 2025 through March 1, 2026 103%
September 1, 2026 and March 1, 2027 102
September 1, 2027 and March 1, 2028 101
September 1, 2028 and any Interest Payment Date thereafter 100

The Term Bonds maturing on September 1, 2043 are subject to mandatory sinking fund
redemption, in part, from the Sinking Fund Payments that have been deposited into the
Principal Account, on September 1, 2019, and on each September 1 thereafter prior to maturity,
in accordance with the schedule of Sinking Fund Payments set forth in the Indenture. The Term
Bonds so called for redemption shall be selected by the Fiscal Agent by lot and shall be
redeemed at a redemption price for each redeemed Term Bond equal to the principal amount
thereof, plus accrued interest to the redemption date, without premium.

(&8 The Bonds are subject to redemption as a whole, or in part (in such
amounts as may be designated by the District, with the particular Bonds within the maturity of
the Bonds to be selected by the Fiscal Agent by lot), on any date prior to maturity from the
proceeds of the prepayment of the Special Taxes deposited in the Redemption Account
pursuant to the Indenture and amounts transferred from the Reserve Account in connection
with such prepayment. Such special mandatory redemption of the Bonds shall be at the
following redemption prices expressed as a percentage of the principal amount to be
redeemed, together with accrued interest to the date of redemption:

Redemption Dates Redemption
Prices
September 1, 2018 through March 1, 2026 103%
September 1, 2026 and March 1, 2027 102
September 1, 2027 and March 1, 2028 101
September 1, 2028 and any Interest Payment Date thereafter 100

Notice of redemption with respect to the Bonds to be redeemed shall be mailed to the
registered owners thereof not less than 30 nor more than 45 days prior to the redemption date
by first class mail, postage prepaid, to the addresses set forth in the registration books. Neither
a failure of the Registered Owner hereof to receive such notice nor any defect therein will affect
the validity of the proceedings for redemption. All Bonds or portions thereof so called for
redemption will cease to accrue interest on the specified redemption date; provided that funds
for the redemption are on deposit with the Fiscal Agent on the redemption date. Thereafter, the
registered owners of such Bonds shall have no rights except to receive payment of the
redemption price upon the surrender of the Bonds.



This Bond shall be registered in the name of the Registered Owner hereof, as to both
principal and interest, and the District and the Fiscal Agent may treat the Registered Owner
hereof as the absolute owner for all purposes and shall not be affected by any notice to the
contrary.

The Bonds are issuable only in fully registered form in denominations of $250,000 or any
dollar integral in excess thereof and may be exchanged for a like aggregate principal amount of
Bonds of other authorized denominations of the same issue and maturity, all as more fully set
forth in the Indenture. This Bond is transferable by the Registered Owner hereof, in person or
by his attorney duly authorized in writing, at the Principal Office of the Fiscal Agent, but only in
the manner, subject to the limitations and upon payment of the charges provided in the
Indenture, upon surrender and cancellation of this Bond. Upon such transfer, a new registered
Bond of authorized denomination or denominations for the same aggregate principal amount of
the same issue and maturity will be issued to the transferee in exchange therefor.

The Fiscal Agent shall not be required to register transfers or make exchanges of (i) any
Bonds for a period of 15 days next preceding any selection of the Bonds to be redeemed, or
(i) any Bonds chosen for redemption.

The rights and obligations of the District and of the registered owners of the Bonds may
be amended at any time, and in certain cases without notice to or the consent of the registered
owners, to the extent and upon the terms provided in the Indenture.

THE BONDS DO NOT CONSTITUTE OBLIGATIONS OF EAST ORANGE COUNTY
WATER DISTRICT OR OF THE DISTRICT FOR WHICH EAST ORANGE COUNTY WATER
DISTRICT OR THE DISTRICT IS OBLIGATED TO LEVY OR PLEDGE, OR HAS LEVIED OR
PLEDGED, GENERAL OR NET SPECIAL TAXES, OTHER THAN THE NET SPECIAL TAXES
REFERENCED HEREIN. THE BONDS ARE LIMITED OBLIGATIONS OF THE DISTRICT
PAYABLE FROM THE PORTION OF THE NET SPECIAL TAXES AND OTHER AMOUNTS
PLEDGED UNDER THE INDENTURE BUT ARE NOT A DEBT OF EAST ORANGE COUNTY
WATER DISTRICT, THE STATE OF CALIFORNIA OR ANY OF ITS POLITICAL
SUBDIVISIONS WITHIN THE MEANING OF ANY CONSTITUTIONAL OR STATUTORY
LIMITATION OR RESTRICTION.

This Bond shall not become valid or obligatory for any purpose until the certificate of
authentication and registration hereon endorsed shall have been dated and signed by the Fiscal
Agent.

IT IS HEREBY CERTIFIED, RECITED AND DECLARED that all acts, conditions and
things required by law to exist, happen and be performed precedent to and in the issuance of
this Bond do exist, have happened and have been performed in due time, form and manner as
required by law, and that the amount of this Bond, together with all other indebtedness of the
District, does not exceed any debt limit prescribed by the laws or Constitution of the State of
California.



IN WITNESS WHEREOF, Community Facilities District No. 2018-1 of East Orange
County Water District has caused this Bond to be dated as of August __, 2018, to be signed on
behalf of the District by the President of the Board of Directors of East Orange County Water
District by his facsimile signature and attested by the facsimile signature of the Secretary of the
Board of Directors hereon.

President of the Board of Directors of East Orange
County Water District, acting as the legislative body
of Community Facilities District No. 2018-1 of East
Orange County Water District

ATTEST:

Secretary of the Board of Directors of the
East Orange County Water District, acting
as the legislative body of Community
Facilities District No. 2018-1 of East Orange
County Water District

[FORM OF FISCAL AGENT’S CERTIFICATE
OF AUTHENTICATION AND REGISTRATION]

This is one of the Bonds described in the within-defined Indenture.

Dated: , 2018
U.S. Bank National Assaociation, as Fiscal Agent

By:
Its: Authorized Officer




[FORM OF LEGAL OPINION]

The following is a true copy of the opinion rendered by Stradling Yocca Carlson & Rauth,
a Professional Corporation, in connection with the issuance of, and dated as of the date of the
original delivery of, the Bonds. A signed copy is on file in my office.

Secretary of the Board of Directors of East Orange
County Water District, acting in its capacity as the
legislative body of Community Facilities District No.
2018-1 of East Orange County Water District

[FORM OF ASSIGNMENT]

For value received the undersigned do(es) hereby sell, assign and transfer unto

whose tax identification number is
the within-mentioned registered Bond and hereby irrevocably constitute(s) and appoint(s)

attorney to transfer the same on the books of the Fiscal Agent with full power of substitution in
the premises.

Dated:

Signature guaranteed:

NOTE: Signature(s) must be guaranteed by NOTE: The signatures(s) on this Assignment

an eligible guarantor institution. must correspond with the name(s) as written
on the face of the within Bond in every
particular without alteration or enlargement or
any change whatsoever.



EXHIBIT B
FORM OF LETTER OF REPRESENTATIONS
[Date]

East Orange County Water District
185 N McPherson Road

Orange, California 92869
Attention: General Manager

Re:  Community Facilities District No. 2018-1 of East Orange County Water
District 2018A Special Tax Bonds

Ladies and Gentlemen:

The undersigned (the “Purchaser”) hereby acknowledges receipt of the above-
referenced bonds (the “Bonds”), dated August __, 2018, in fully registered form and in the
aggregate principal amount of $ , constituting all of the Bonds currently
outstanding. The Bonds have been checked, inspected and approved by the Purchaser.

The undersigned acknowledges that the Bonds have been issued for the purpose of
financing certain public facilities within Community Facilities District No. 2018-1 of East
Orange County Water District. The undersigned further acknowledges that the Bonds are
secured by a certain Trust Indenture dated as of August 1, 2018 (the “Indenture”), between
Community Facilities District No. 2018-1 of East Orange County Water District (the
“District”), and U.S. Bank National Association, as fiscal agent (the “Fiscal Agent”).

In connection with the sale of the Bonds to the Purchaser, the Purchaser hereby
makes the following representations upon which you may rely:

1. The Purchaser hereby certifies that it is [an “accredited investor” within
the meaning of Section 2(a)(15) of the Securities Act of 1933 as amended (the
“‘Act”)][a “qualified institutional buyer” within the meaning of Rule 144A(a)(1)
promulgated under the Act] and applicable state securities laws (a “Qualified
Investor”).

2. The Bonds are being acquired by the Purchaser for its own account
only and not with a present intent for any resale or distribution thereof, in whole or in
part, to others; provided, however, that the Purchaser shall not be precluded from
transferring or assigning its interest in the Bonds in accordance with the terms and
conditions set forth in the Indenture. The Purchaser is not participating, directly or
indirectly, in a distribution of the Bonds and will not take, or cause to be taken, any
action that would cause the Purchaser to be deemed an “underwriter” of such Bonds
as defined in Section 2(a)(11) of the Act. The Purchaser understands that the
District has no obligation to register the Bonds for resale under the Act. The
Purchaser further understands that the Bonds are being sold in a transaction that is
exempt from the registration requirements of the Act. The Purchaser acknowledges
that the District will not be entering into a continuing disclosure agreement for the
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Bonds pursuant to Section 15c¢2-12 of the Securities Exchange Act of 1934, as
amended.

3. The Purchaser has received and carefully read all information and
other items of disclosure relating to the District and the Bonds that the Purchaser
has deemed material (the “Disclosure Items”) for it to make an informed investment
decision with respect to its purchase of the Bonds and, in connection therewith, has
had access to all other materials, books, records, documents, and information
relating to the District and the Bonds, and has been able to verify the accuracy of,
and supplement, the information contained therein.

4, The Purchaser has had an opportunity to ask questions of, and
receive satisfactory answers from, duly designated representatives of the District
concerning the terms and conditions pursuant to which the offer to purchase the
Bonds is being made, and is satisfied with the information provided in response to its
requests, and is satisfied that its request for such information has been fully
complied with by the District. The Purchaser further acknowledges that the District
requires that, if the Bonds are disposed of by it, current information which meets the
disclosure requirements of any applicable state and federal securities laws then in
effect, concerning the Bonds must be furnished to any prospective purchaser, and
that any disclosure document must be delivered to the District before the Bonds are
offered for sale to any prospective purchaser, and further acknowledges that any
current exemption from registration of the Bonds does not affect or diminish such
requirements.

5. The Purchaser has such knowledge and experience in financial and
business matters as to be capable of evaluating the merits and risks of making a
loan of the proceeds of the Bond based upon (i) the information (including the
information set forth in the Disclosure Items) furnished to it by the District; (ii) its or
such representative’s personal knowledge of the business and affairs of the District;
(i) the records, files, and plans of the District, to all of which it or such representative
has had full access; (iv) such additional information as it or such representative may
have requested and have received from the District; and (v) the independent
inquiries and investigations undertaken by it or such representative.

6. The Purchaser represents that it can bear the economic risk of loss of
its entire investment; it has adequate means for providing for its current needs and
personal contingencies; and it has no need for liquidity with respect to its investment
in the Bonds.

7. The purchase of the Bonds is not disproportionate to the Purchaser’s
net worth, and its purchase of the Bonds will not cause such overall commitment to
become excessive.

8. No person has given any information or made any representation not
contained in any Disclosure Items referred to above or otherwise provided to the
Purchaser in writing by a person employed or authorized in writing by the District.
The Purchaser understands and agrees that any information or representation not



contained therein must not, and will not, be relied upon and that nothing contained
therein should be construed as legal or tax advice to the Purchaser.

9. No person has made any direct or indirect representation or warranty
of any kind to the Purchaser with respect to the economic return which may accrue
to the Purchaser. The Purchaser has consulted with its own tax counsel and other
advisors with respect to an investment in the Bonds.

10.  The signatory of this letter is a duly authorized officer of the Purchaser
with the authority to sign this letter on behalf of the Purchaser, and this letter has
been duly authorized, executed, and delivered by the Purchaser.

11.  The Purchaser acknowledges that it has the right to sell and transfer
the Bonds to another Qualified Investor in a minimum denomination of $250,000,
subject to the delivery to the Fiscal Agent of a letter from the transferee to the same
effect as this Letter of Representations, with no revisions except as may be
approved in writing by the District. The Purchaser understands that the Fiscal Agent
will not be required to accept for registration of transfer any Bonds unless such
transferee is an Qualified Investor and the letter is delivered to the Fiscal Agent, and
failure to deliver such letter shall cause the purported transfer to be null and void.
The Purchaser agrees to indemnify and hold harmless the District, the East Orange
County Water District (the “Water District’) and the Fiscal Agent with respect to any
claim asserted against the District, the Water District or the Fiscal Agent that is
based upon a sale, transfer or other disposition of the Bonds in violation of the
provisions of the Indenture.

12. The Purchaser agrees that it will only offer, sell, pledge, transfer or
exchange the Bond (or any legal or beneficial interest therein) (i) in accordance with
an available exemption from the registration requirements of Section 5 of the Act, (i)
in accordance with any applicable state securities laws, and (iii) in accordance with
the transfer restrictions set forth in the Bonds and the Indenture. The Purchaser
further agrees that it will not transfer the Bonds to be held in a pool, trust or similar
arrangement.

13.  The Purchaser understands that the purchase of the Bonds involves
significant investment risks.

14.  The Purchaser has been informed that the Bonds (i) have not been
and will not be registered or otherwise qualified for sale under the “Blue Sky” laws
and regulations of any jurisdiction, (ii) will not be listed on any stock or other
securities exchange and (iii) will carry no rating from any rating service.

Capitalized terms used herein and not otherwise defined have the meanings given
such terms in the Indenture.

[PURCHASER]

By:




Stradling Yocca Carlson & Rauth
Draft dated July 13, 2018

TRUST INDENTURE
Between
COMMUNITY FACILITIES DISTRICT NO. 2018-1
OF EAST ORANGE COUNTY WATER DISTRICT

And

U.S. BANK NATIONAL ASSOCIATION
as Fiscal Agent

COMMUNITY FACILITIES DISTRICT NO. 2018-1
OF EAST ORANGE COUNTY WATER DISTRICT
2018B SPECIAL TAX BONDS (TAXABLE)

Dated as of August 1, 2018
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TRUST INDENTURE

This TRUST INDENTURE, by and between Community Facilities District No. 2018-1 of
East Orange County Water District (the “District”) and U.S. Bank National Association, as fiscal
agent (the “Fiscal Agent”), dated as of August 1, 2018 (the “Indenture”), governs the terms of
the Community Facilities District No. 2018-1 of East Orange County Water District 2018 Special
Tax Bonds and any Parity Bonds issued in accordance herewith from time to time.

RECITALS:

WHEREAS, the Board of Directors of East Orange County Water District, located in
Orange County, California (hereinafter sometimes referred to as the “legislative body of the
District”), has heretofore undertaken proceedings and declared the necessity to issue bonds
pursuant to the terms and provisions of the Mello-Roos Community Facilities Act of 1982, as
amended, being Chapter 2.5, Part 1, Division 2, Title 5, of the Government Code of the State of
California (the “Act”); and

WHEREAS, based upon Resolution Nos. __and ___ adopted by the legislative body of
the District on July 9, 2018, and the elections held July 9, 2018 authorizing the levy of a special
tax and the issuance of bonds, the District is now authorized to issue bonds in an aggregate
principal amount not to exceed $1,000,000; and

WHEREAS, the legislative body of the District now intends to finance certain public
facilities through the issuance of bonds designated as the “Community Facilities District No.
2018-1 of the East Orange County Water District 2018B Special Tax Bonds (Taxable)” (the
“Bonds”) in the collective aggregate principal amount of $ (the “Bonds”), pursuant to
this Indenture and Resolution No. 2018-  adopted by the legislative body of the District on July
19, 2018 authorizing the issuance of the Bonds (the “Resolution of Issuance”); and

WHEREAS, the District has determined that all requirements of the Act for the issuance
of the Bonds have been satisfied;

NOW, THEREFORE, in order to establish the terms and conditions upon and subject to
which the Bonds are to be issued, and in consideration of the premises and of the mutual
covenants contained herein and of the purchase and acceptance of the Bonds by the Owners
thereof, and for other valuable consideration, the receipt of which is hereby acknowledged, the
District does hereby covenant and agree, for the benefit of the Owners of the Bonds and any
Parity Bonds (as defined herein) which may be issued hereunder from time to time, as follows:

ARTICLE |
DEFINITIONS

Section 1.1. Definitions. Unless the context otherwise requires, the following terms
shall have the following meanings:

“‘Act” means the Mello-Roos Community Facilities Act of 1982, as amended,
Sections 53311 et seq. of the California Government Code.

“Administrative Expense Fund” means the fund by that name established pursuant to
Section 3.1.



“‘Administrative Expense Requirement” means $ , provided that at its
option, the District may establish the Administrative Expense Requirement for any Bond Year
subsequent to the initial Bond Year at any amount larger than $ that is not in
excess of the lesser of (a) 102% of the Administrative Expense Requirement applicable in the
immediately preceding Bond Year or (b) the remainder of (i) the sum of the Maximum Special
Tax applicable to each Parcel of Taxable Property in the District in the Fiscal Year that ends in
such Bond Year minus (ii) 110% of Annual Debt Service for such Bond Year.

“Administrative Expenses” means the administrative costs with respect to the calculation
and collection of the Special Taxes, including all attorneys’ fees and other costs related thereto,
the fees and expenses of the Fiscal Agent, any fees and related costs for credit enhancement
for Bonds or any Parity Bonds which are not otherwise paid as Costs of Issuance, any costs
related to the District's compliance with state and federal laws requiring continuing disclosure of
information concerning the Bonds and/or the District, if any, and any other costs otherwise
incurred by the Water District on behalf of the District in order to carry out the purposes of the
District as set forth in the Resolution of Formation and any obligation of the District hereunder.

“Affiliate” of another Person means (i) a Person directly or indirectly owning, controlling,
or holding with power of vote, 25% or more of the outstanding voting securities of such other
Person, (i) any Person 25% or more of whose outstanding voting securities are directly or
indirectly owned, controlled, or held with power to vote, by such other Person, and (iii) any
Person directly or indirectly controlling, controlled by, or under common control with, such other
Person; for purposes hereof, control means the power to exercise a controlling influence over
the management or policies of Person, unless such power is solely the result of an official
position with such Person.

“Annual Debt Service” means, for any Bond Year, the sum of (i) the interest payable on
all Outstanding Bonds in such Bond Year, assuming that all Outstanding Bonds are retired as
scheduled (including by reason of Sinking Fund Payment redemption in such Bond Year), and
(i) the principal amount of all Outstanding Bonds due in such Bond Year (including any Sinking
Fund Payment redemptions due in such Bond Year).

“Authorized Investments” means any of the following investments, if and to the extent
the same are at the time legal for investment of the District’s funds (the Fiscal Agent is entitled
to rely upon investment direction from the District as a certification that such investment is an
Authorized Investment):

1. @) Direct obligations (other than an obligation subject to variation in
principal repayment) of the United States of America (“United States Treasury
Obligations”), (b) obligations fully and unconditionally guaranteed as to timely payment
of principal and interest by the United States of America, (c) obligations fully and
unconditionally guaranteed as to timely payment of principal and interest by any agency
or instrumentality of the United States of America when such obligations are backed by
the full faith and credit of the United States of America, or (d) evidences of ownership of
proportionate interests in future interest and principal payments on obligations described
above held by a bank or trust company as custodian, under which the owner of the
investment is the real party in interest and has the right to proceed directly and
individually against the obligor and the underlying government obligations are not
available to any person claiming through the custodian or to whom the custodian may be
obligated.



2. Federal Housing Administration debentures.

3. The listed obligations of government-sponsored agencies which are not
backed by the full faith and credit of the United States of America:

Federal Home Loan Mortgage Corporation (FHLMC)
Participation certificates (excluded are stripped mortgage
securities which are purchased at prices exceeding their principal
amounts)
Senior Debt obligations
- Farm Credit Banks (formerly: Federal Land Banks, Federal
Intermediate Credit Banks and Banks for Cooperatives)
Consolidated system-wide bonds and notes
- Federal Home Loan Banks (FHL Banks)
Consolidated debt obligations
- Federal National Mortgage Association (FNMA)
Senior debt obligations
Mortgage-backed securities (excluded are stripped mortgage
securities which are purchased at prices exceeding their principal
amounts)
- Financing Corporation (FICO)
Debt obligations
Resolution Funding Corporation (REFCORP)
Debt obligations

4, Unsecured certificates of deposit, time deposits, and bankers’
acceptances (having maturities of not more than 30 days) of any bank (including the
Fiscal Agent and any affiliate) the short-term obligations of which are rated “A-1” or
better by S&P.

5. Deposits the aggregate amount of which are fully insured by the Federal
Deposit Insurance Corporation (FDIC), in banks (including the Fiscal Agent and any
affiliate) which have capital and