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CITY OF

VICTORVILLE £

14343 Civic Drive
P.O. Box 5001
Victorville, California 92393-5001

July 26, 2011
I\ B
LAFCO SR zomn
ATTN: K. Rollins-McDonald
175 W. Fifth Street, Second Floor LAFCO
San Bernardino, CA 92415-0490 | San Bernardino County

RE: LAFCO 3168
Dear Mré. Rollins-McDonald:

Due to recent changes to the City’s plans as they relate to the regibnal wastewater facility, it becomes
necessary to amend our Plan for Services, previously submitted for the above referenced case.

Recently, | have been assigned Public Works and Water District duties, as well as the Engineering
functions for the City of Victorville. As such, | reviewed the Victorville Water District’'s submittals for
LAFCO 3168, for the Activation of Latent Sewer Powers, in order to prepare responses to your May
19, 2011 request for further information. | responded on June 6, 2011 with the requested information.

However, | did notice that the Plan for Services contained a map (EXHIBIT Il), which represents a
boundary that was the subject of a proposed amendment to the Joint Powers Agreement (JPA)
amongst the Victor Valley Wastewater Reclamation Authority (VWWRA) members. The amendment
has not been approved by the members, and therefore the map is misleading and inappropriate for
inclusion in the Plan for services. As a result, | would like to substitute the attached Plan for Services
for the original that was submitted in March.

| also want to be sure that you are aware of our new city Manager. Doug Robertson; former deputy
City Manager, was appointed as Victorville’s City Manager when Jim Cox elected not to renew his
contract.

Thank you for your help on this matter, and if you have any questions, or requlre further clarification
on this matter, please do not hesitate to contact me at (760) 955-5157.

Sincerely,

Tl A A glad

John A. McGlade
City Engineer/Director Water & Public Works

JAM/Is
cc Doug Robertson

Attachment




VICTORVILLE WATER DISTRICT
PLAN FOR SERVICES

The total estimated cost to provide the new or different function or class of service within the
District’s boundaries.

it'is the intent of the Victorville Water District (the “District”) to lease all sewer infrastructure located
within its boundaries from the City of Victorville (the “City”). This plan calls for all costs incurred by the
District in the operation of the sewerage system within the District boundaries to be billed to the City,
including those of the Industrial Wastewater Treatment Plant. The intent is for the City to continue to bill
and collect revenues from District customers for sewerage services including wastewater treatment. in
addition, the plan calis for the City to maintain and operate sewer infrastructure and services.

The total estimated cost of operation, maintenance and management to provide the wastewater
treatment and provision of reclaimed water for reuse averages $10,689,581 annually over the next five
years beginning in July 2011 (see detail Exhibit I). After estimated annual debt service of $3,600,000,
annual estimated revenues of $14,420,332 will yield an estimated average net income of $130,750,
essentially break-even.

The estimated cost of the new or different function or service to existing customers within the
district’s jurisdictional boundaries. (The cost can be identified by customer class).

It is anticipated that the sewer user rates for the collection and treatment of wastewater will not change
as a result of the activation of sewer powers except for those as is in the current rate forecast. No
customer class or area will incur changes in sewer rates and existing customers will continue to ihcur
rates as currently proposed.

The plan calls for the Water District to operate two sewer subareas. The subarea servicing the eastern
portion of the District would continue to discharge waste effluent to the Victor Valley Waste Water
Reclamation Authority (VVWRA) for treatment and discharge. The pian calls for the other subarea to
service the western portion of the District. An estimated 1.5mgd of sanitary sewerage would be directed
to the District’s Industrial Wastewater Treatment Plant (IWWTP). Also within this subarea, existing and
future industrial discharges are directed through a dedicated industrial sewer line to the IWWTP. No
rate changes are contemplated at this time for the industrial dischargers.

An identification of existing providers, if any, of the function(s)/service(s) and the potential
fiscal impact of this activation to the customers of those providers.

The City is the current provider of sewer service and reclaimed water service. The District is a
subsidiary district of the City. There is no anticipated fiscal impact on the City and its customers as a
result of the activation of these powers.

A plan for financing the establishment of the new or different function/service within the
district’s jurisdictional boundaries. A discussion about the sufficiency of revenues to fund the
anticipated ongoing maintenance and operation of the service is also required. This plan
should include:

a. An indication of whether territory is or will be proposed for inclusion within a proposed

- improvement zone/district, assessment district, or community facilities district to fund the
service.

b. If retail water service is proposed to be activated through this action, provide a description
of the timely availability of water for projected needs within the area. (The response should
be patterned after the factors identified in Government Code Section 65352.5 related to an
Urban Water Management Plan.)




VICTORVILLE WATER DISTRICT
PLAN FOR SERVICES

The 5-year-plan projects incremental sewer services and wastewater treatment o be financed by
user fees collected from current and future customers as shown in Exhibit |. Planned debt
instruments will be used to fund the construction and startup of the new Industrial Wastewater
Treatment Plant. Fees collected will finance the costs associated with the operation and
maintenance of the sewer collection system, Industrial Wastewater Treatment Plant, and the
treatment fees charged by the Victor Valley Wastewater Reclamation Authority. The anticipated
sale of reclaimed water to the Westwinds Golf Course and ultimately the High Desert Power Project
provides additional revenues to offset costs associated with the production of Title 22 reclaimed
water and the operation and maintenance of the storage and distribution system. There are no
plans to include territory within an improvement district, assessment district or community facilities
district to fund the proposed services.

5. A discussion of the alternatives to the establishment of the new or different service within the
District’s boundaries/service area.

The alternative is for functions and services to remain as currently constituted with water remaining with
the District and sewer remaining with the City. The City and District seek the activation of sewer powers
by the water district in order to eliminate service and cost redundancies that currently exist and to
consolidate reclaimed water and water conservation efforts, thus improving efficiencies and and
service values. For example, the City and the District would both be concurrently pursuing water
conservation activities with their associated costs. These conservation activities include such programs
as:

a. The City purchases Title 22 water from VVWRA and uses it for irrigation purposes at Westwinds
Golf Course. The City has implemented policies for the inclusion of “purple pipe” construction with
all new development. But at Southern California Logistics Airport (SCLA), the opportunity to reuse
reclaimed water is most advantageous due to the close proximity of the storage and distribution
system. :

b. The District has been aggressively enforcing water conservation by its residents and businesses.
Through a program backed by the Mojave Water Agency, it has implemented “cash for grass”,
where a customer would receive cash for removing grass and using drought tolerant landscaping.
The District has enjoyed great success in its conservation program and the inclusion of sewer
powers to operate, manage and promote the reuse of reclaimed water is a logical addition to its
current conservation goals. The combination of these two efforts under the District will result in
greater efficiency and cost savings.




OPERATING REVENUES
Residential and Commercial (1% Escalator Beginning FY 2013)
Industrial - Dr. Pepper O&M
Industrial - Dr. Pepper Capital Contribution
Net Sale of Reclaimed Water

TOTAL OPERATING REVENUES

OPERATING EXPENSES
Personnel Services/Maintenance and Operations (3% Escalator)
Subcontract Treatment - VVWRA

Subcontract Plant Management (W oodard & Curran)
Cost of Sludge Treatment
TOTAL OPERATING EXPENSES

NET INCOME/LOSS
Estimated Debt Service
Debt Service Coverage

NET INCOME/LOSS AFTER DEBT SERVICE
FUND BALANCE

NOTES
Assumes 1.5 mgd diverted from VVWRA

VICTORVILLE WATER DISTRICT
PLAN FOR SERVICES

EXHIBIT1
Victyorville Wtaer Ditrict
Sewer, Wastewater Treatment and Reclaimed Water Operations
5-Year Projection

FISCAL YEAR

201 1% 2012%* v 2013 i 2014 2015 " 2016
$  10545969.60 $  11,831,327.04 $ 1194964031 $  12.069,136.71 $ 1218982808 $  12.311.726.36
1,462,500.00 732,006.00 732,006.00 732,006.00 732.006.00 732,006.00
- 1,217,994.00 1,217,994.00 1.217,994.00 1.217.994.00 1,217.994.00
100,000.00 400,000.00 400,000.00 400,000.00 400,000.00 400,000.00
$ 12,108,469.60 S 14,181,327.04 $ 14,299.640.31 § 14,419,136.71 § 14,539,828.08 $ 14,661,726.36
$ 1.987.905.00 $  2,047,542.15 $  2,108968.41 $  2,17223747 $§ = 223740459 $ 230452673
6.424,000.00 6,168,500.00 6,168,500.00 6,168,500.00 6,168.500.00 6.168.500.00
1.462,500.00 2,266,868.00 2,266,868.00 2,266,868.00 2.266,868.00 2.266.868.00
80,077.33 80,077.33 80,077.33 80,077.33 80,077.33 80,077.33
$ 995448233 § 10,562987.48 § 10,62441375 § 10,687,682.80 $ 10,752,849.92 $ 10.819,972.06
$ 2,153,98727 $ 3,618339.56 $ 3,675226.56 $ 373145391 $§ 3,786,978.16 $ 3.841,754.30
$ - $ 360000000 $  3,60000000 $  3.600,00000 $  3,600.00000 $  3.600,000.00
n/a 1.0 1.02 1.04 1.05 1.07
S  2,153,987.27 § 18,339.56 $ 7522656 S 131,453.91 $ 186978.16 $  241,754.30
$ 215398727 $ 217232682 $ 2247,55339 $ 237900730 $ 256598546 $ 2.807,739.75

*Based on base case of current rate and diversion for partial year of $2,200/mgd.
**Based on anticipated maximum approved rate increase and diversion for full year of $2,600/mgd.




Rollings-McDonald, Kathleen

From: Sean McGlade [SMcGlade@ci.victorville.ca.us]

Sent: Wednesday, October 05, 2011 6:13 PM

To: Rollings-McDonald, Kathleen

Cc: Doug Robertson; Steve Borrowman; Martinez, Samuel

Subject: RE: Plan for SErvice Update for Victorville Water District Sewer Function activation
Kathleen,

At this time, the amendment to the IPA has not been completed. It was anticipated at the {ime of the
application that the amendment would have been approved and the EXHIBIT Il map would have been more meaningful.
We remain hopeful that the JPA amendment can continue forward, with cur new leader engaged in the discussions and
negotiations with VVWRA. The map in EXHIBIT li is the preferred and most likely depiction of the service boundary of the
IWWTP.

If it is desirable to have a map of the service boundary, | have no problem reinserting it with the understanding
that it could change in the future. If it does in fact change in the future, the limiting factor in the service area is not the
boundary line on a map, but the treatment capacity of the IWWTP. The analysis provided is based upon the 1.5 mgd
flowing to the IWWTP, which closely matches the remaining capacity of the IWWTP.

The City and VWD have not progressed with the Lease Agreement. Any further movement with this is pending
the outcome of the Board action on our application at the October 19" meeting.

Please let me know if this is sufficient to address your questions.
Thanks,

Sean

From: Rollings-McDonald, Kathleen [mailto:kmcdonald@Ilafco.sbcounty.gov]

Sent: Tuesday, October 04, 2011 9:41 AM

To: Sean McGlade

Cc: Doug Robertson; Steve Borrowman; Martinez, Samuel

Subject: Plan for SErvice Update for Victorville Water District Sewer Function activation

Good morning,

You letter of July 26, 2011 identifies a revision to the Plan for Service to exclude Exhibit I| which defines the service area
for the IWWTP. Can you provide a description of the area to be served by the IWWTP as used in Item 2 of the Plan for
Service which identifies the customer base upon which the fiscal impact analysis is based. Without this information
there is no way to determine the veracity of the projections.

Also, can you verify the status of the lease agreement for transfer of the system to the VWD as contemplated for the
bonding efforts.

| hate to do this to you but | will be finalizing this report this week for publication on October 12 so | will need the
response asap. If you have any questions don’t hesitate to call. If you would like to sit down I will be in Phelan
tomorrow afternoon at 2:30 and could stop by before the meeting.

Thanks -- Kathy

Kathleen Rollings-McDonald
Executive Officer




San Bernardino LAFCO

215 North "D" Street, Suite 204
San Bernardino, CA 92415
(909) 383-9900




CITY OF

VICTORVILLE

Victorville Water District

760-245-6424

Fax: 760-269-0088
www.ci.victorville.ca.us
14343 Civic Center Drive
P.O. Box 5001

Victorville, CA 92393-5001

April 21, 2011

Ms. Angela Schell, Deputy Clerk to the Commission
Local Agency Formation Commission

215 North “D” Street, Suite 204

San Bernardino, California 92415-0490

Dear Ms. Schell:

The Victorville Water District (“District”) Resolution No. VWD 11-001 was issued solely for the
purpose of requesting the Commission to initiate proceedings to activate latent sewer powers.
While related, the District recognizes that the water conservation issue was addressed in LAFCO
3082.

Sincerely,

T A hue Yk

Sean McGlade, District Engineer/Director of Public Works
Victorville Water District
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RESOLUTION NO. VWD 11-001 3168 =

A RESOLUTION OF THE BOARD OF DIRECTORS OF THE VICTORVILLE
WATER DISTRICT, COUNTY OF SAN BERNARDINO, STATE OF
CALIFORNIA, RESCINDING RESOLUTION NO. VWD 10-014 AND MAKING
APPLICATION TO THE SAN BERNARDINO COUNTY LOCAL AGENCY
FORMATION COMMISSION TO INITIATE PROCEEDINGS TO ACTIVATE
SEWER FUNCTION AND SERVICE

WHEREAS, the Board of Directors of the Victorville Water District desires
to initiate proceedings pursuant to the Cortese-Knox-Hertzberg Local
Government Reorganization Act of 2000, commencing with Section 56000 of the
California Government Code for:

1. Activation of sewer function and service; and

WHEREAS, the territory proposed for this activation is legally inhabited
and a map showing the area of proposed sewer function and service is set forth
in Exhibit “A”, attached hereto, and by this reference is incorporated herein; and

WHEREAS, the reason for the proposed activation of sewer function and
service is to: '
Provide for water conservation
Provide for wastewater treatment
Provide cost effective reclaimed water
Provide for reuse of reclaimed water

roON~

NOW, THEREFORE, BE IT RESOLVED, THAT:

1. Resolution Number VWD 10-014 is hereby rescinded in its entirety;
and

2. This Resolution of Application is hereby approved and adopted by
the Board of Directors of the Victorville Water District, and the Local
Agency Formation Commission for San Bernardino County is
hereby requested to take proceedings for the activation of sewer

- functions and services for the area described in Exhibit “A”, in the
manner provided in the Cortese-Knox-Hertzberg Local Government
Reorganization Act of 2000; and

3. The Secretary of the Victorville Water District is hereby authorized
and directed to transmit to the Executive Officer of the Local
Agency Formation Commission a certified copy of the Resolution.



Resolution No. VWD 11-001

PASSED, APPROVED AND ADOPTED this 1* day of MARCH 2011

CHAIRfMAN OF THE BOARD OF DIRECTORS

ATTEST:

Lol b

BOARD SECRETARY

APPROVED AS TO FORM:

“LEGAL COUNSEL FOR VICTORVILLE WATER DISTRICT

I, CAROLEE BATES, City Clerk of the City of Victorville and ex-officio Clerk to the -
Victorville Water District of said City, DO HEREBY CERTIFY that the foregoing is a
true and correct copy of Resolution No. VWD 11-001 and was adopted at a meeting
held on the 1% day of March 2011, by the following roll call vote, to wit:

AYES: Board Members Cabriales, Kennedy, McEachron, and Rothschild
NOES: None

ABSENT: Board Member Valles

ABSTAIN:  None

CITY CLERK
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STATE OF CALIFORNIA )
COUNTY OF SAN BERNARDINO)) ss.

CITY OF VICTORVILLE )

I, CAROLEE BATES, Secretary of the Board of Directors of the Victorville Water District,
DO HEREBY CERTIFY that the attached is a true and correct copy of Resolution No. VWD
11-001, which was duly adopted by the Board of Directors at a meeting of the Board, held

on the 1% day of March 2011.

SECRETARY
VICTORVILLE WATER DISTRICT
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STATE OF CALIFORNIA ) ‘
COUNTY OF SAN BERNARDINO) ss.

CITY OF VICTORVILLE )

I, CAROLEE BATES, Secretary of the Board of Directors of the Victorville Water District,
DO HEREBY CERTIFY that the attached is a true and correct copy of Resolution No. VWD
11-001, which was duly adopted at a meeting of the Victorville Water District held on the 1%
day of March 2011, the original of which is on file in my office, and that | have carefully

compared the same with the original.

IN WITNESS WHEREOF, | have hereunto set my hand and caused the Seal of the City of
Victorville to be affixed hereto this 17" day of March 2011.

Wiy / i 4 W—:
\\? TO il"’i’ ‘
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S S SECRETARY
P S e T2 VICTORVILLE WATER DISTRICT
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VICTORVILLE WATER DISTRICT
PLAN FOR SERVICES

The total estimated cost to provide the new or different function or class of service within the
District’s boundaries.

It is the intent of the Victorville Water District (the “District”) to lease all sewer infrastructure located
within its boundaries from the City of Victorville (the “City”). This plan calls for all costs incurred by the
District in the operation of the sewerage system within the District boundaries to be billed to the City,
including those of the Industrial Wastewater Treatment Plant. The intent is for the City to continue to bill
and collect revenues from District customers for sewerage services including wastewater treatment. In
addition, the plan calls for the City to maintain and operate sewer infrastructure and services.

The total estimated cost of operation, maintenance and management to provide the wastewater
treatment and provision of reclaimed water for reuse averages $10,689,581 annually over the next five
years beginning in July 2011 (see detail Exhibit 1). After estimated annual debt service of $3,600,000,
annual estimated revenues of $14,420,332 will yield an estimated averagé net income of $130,750,
essentially break-even.

The estimated cost of the new or different function or service to existing customers within the
district’s jurisdictional boundaries. (The cost can be identified by customer class).

It is anticipated that the sewer user rates for the collection and treatment of wastewater will not change
as a result of the activation of sewer powers except for those as is in the current rate forecast. No.
customer class or area will incur changes in sewer rates and existing customers will continue to incur
rates as currently proposed.

The plan calls for the Water District to operate two sewer subareas (see map, Exhibit Il). Subarea A,
servicing the eastern portion of the District would continue to discharge waste effluent to the Victor
Valley Waste Water Reclamation Authority-(VVWRA) for treatment and discharge. The plan calls for
Subarea B to service the western portion of the District, to divert an estimated 1.5mgd of sewerage to
the District’s Industrial Wastewater Treatment Plant. This amount represents the estimated sewerage
on the east side Subarea B which is not part of the SCLA and including the Nevada outfall from the
Federal Corrections Facility currently treated by the VVWRA.

An identification of existing providers, if any, of the function(s)/service(s) and the potential
fiscal impact of this activation to the customers of those providers.

The City is the current provider of sewer service and reclaimed water service. The Districtis a
subsidiary district of the City. There is no anticipated fiscal impact on the City and its customers as a
result of the activation of these powers.

A plan for financing the establishment of the new or different function/service within the
district’s jurisdictional boundaries. A discussion about the sufficiency of revenues to fund the
anticipated ongoing maintenance and operation of the service is also required. This plan
should include:

a. An indication of whether territory is or will be proposed for inclusion within a proposed
improvement zone/district, assessment district, or community facilities district to fund the
service.

b. If retail water service is proposed to be activated through this action, provide a description
of the timely availability of water for projected needs within the area. (The response should
be patterned after the factors identified in Government Code Section 65352.5 related to an
Urban Water Management Plan.)



- o
VICTORVILLE WATER DISTRICT
PLAN FOR SERVICES

The 5-year plan projects incremental sewer services and wastewater treatment to be financed by
user fees collected from current and future customers as shown in Exhibit |. Planned debt
instruments will be used to fund the construction and startup of the new Industrial Wastewater
Treatment Plant. Fees collected will finance the costs associated with the operation and
maintenance of the sewer collection system, Industrial Wastewater Treatment Plant, and the
treatment fees charged by the Victor Valley Wastewater Reclamation Authority. The anticipated
sale of reclaimed water to the Westwinds Golf Course and ultimately the High Desert Power Project
provides additional revenues to offset costs associated with the production of Title 22 reclaimed
water and the operation and maintenance of the storage and distribution system. There are no
plans to include territory within an improvement district, assessment district or community facilities
district to fund the proposed services.

5. A discussion of the alternatives to the establishment of the new or dlfferent service within the
District’s boundaries/service area.

The alternative is for functions and services to remain as currently constituted with water remaining with
the District and sewer remaining with the City. The City and District seek the activation of sewer powers
by the water district in order to eliminate service and cost redundancies that currently exist and to
consolidate reclaimed water and water conservation efforts, thus improving efficiencies and and
service values. For example, the City and the District would both be concurrently pursuing water
conservation activities with their associated costs. These conservation activities include such programs
as:

a. The City purchases Title 22 water from VVWRA and uses it for irrigation purposes at Westwinds
Golf Course. The City has implemented policies for the inclusion of “purple pipe” construction with
all new development. But at Southern California Logistics Airport (SCLA), the opportunity to reuse
reclaimed water is most advantageous due to the close proximity of the storage and distribution
system.

b. The District has been aggressively enforcing water conservation by its residents and businesses.
Through a program backed by the Mojave Water Agency, it has implemented “cash for grass”,
where a customer would receive cash for removing grass and using drought tolerant landscaping.
The District has enjoyed great success in its conservation program and the inclusion of sewer
powers to operate, manage and promote the reuse of reclaimed water is a logical addition to its
current conservation goals. The combination of these two efforts under the District will result in
greater efficiency and cost savings.



OPERATING REVENUES
Residential and Commercial (1% Escalator Beginning FY 2013)
Industrial - Dr. Pepper O&M
Industrial - Dr. Pepper Capital Contribution
Net Sale of Reclaimed Water

TOTAL OPERATING REVENUES

OPERATING EXPENSES
Personnel Services/Maintenance and Operations (3% Fscalator)
Subcontract Treatment - VVWRA
Subcontract Plant Management (Woodard & Curran)
Cost of Sludge Treatment

TOTAL OPERATING EXPENSES

NET INCOME/LOSS

Estimated Debt Service

Debt Service Coverage

NET INCOME/LOSS AFTER DEBT SERVICE

FUND BALANCE

NOTES
Assumes 1.5 mgd diverted from VVWRA

VICTORVILLE WATER DISTRICT
PLAN FOR SERVICES

EXHIBIT I

Victyorville Wtaer Ditrict
Sewer, Wastewater Treatment and Reclaimed Water Operations
5-Year Projection

FISCAL YEAR

2011*

2012%*

L4

2013

L

2014

r

2015

r

2016

$  10,545,969.60
1,462,500.00

100,000.00

$ 11,831,327.04 §  11,949,640.31

732,006.00
1,217,994.00
400,000.00

732,006.00
1,217,994.00
400,000.00

§ 1206913671 $

732,006.00
1,217,994.00
400,000.00

732,006.00
1,217,994.00
400,000.00

12,189,828.08 §  12,311,726.36

732,006.00
1,217,994.00
400,000.00

$ 12,108,469.60

$ 14,181,327.04

$ 14,299,640.31

$ 14,419,136.71

$ 14,539,828.08

$ 14,661,726.36

$  1,98790500 $  2,047,542.15 §  2,10896841 $§ 217223747 $ 223740459 $  2,304,526.73
6,424,000.00 6,168,500.00 6,168,500.00 6,168,500.00 6,168,500.00 6,168,500.00
1,462,500.00 2,266,868.00 2,266,868.00 " 2,266,868.00 2,266,868.00 2,266,868.00
80,077.33 80,077.33 80,077.33 80,077.33 80,077.33 80,077.33

$ 995448233 § 10,562987.48 $ 10,624,413.75 $ 10,687,682.80 $ 10,752,849.92 § 10,819,972.06
$ 215398727 $ 3,618339.56 $ 3,67522656 $ 3,731,453.91 $ 3,786978.16 $  3,841,754.30
$ - % 360000000 $  3,600,00000 $  3,600,000.00 $  3,600,00000 $  3,600,000.00
n/a 1.01 1.02 1.04 1.05 1.07

$ 2,153,987.27 § 18,339.56 $ 7522656 $  131,45391 $  186978.16 $  241,754.30
$ 2,153987.27 $ 2,172326.82 $ 2247,553.39 $ 2,379,007.30 $ 2,565985.46 $ 2,807,739.75

*Based on base case of current rate and diversion for partial year of $2,200/mgd.
**Based on anticipated maximum approved rate increase and diversion for full year of $2,600/mgd.

%
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(FOR LAFCO USE ONLY)

Justifiéation for Proposal and
Preliminary Environmental Description Form

INTRODUCTION: The questions on this form and its supplements are designed to obtain enough
data about the proposed project site to allow the Commission, its staff and others to adequately assess
the project. By taking the time to fully respond to the questions on the forms, you can reduce the
processing time for your project. You may also include any additional information which you believe is
pertinent. Use additional sheets where necessary, or attach any relevant documents.

GENERAL INFORMATION
1. NAME OF PROPOSAL: Activation of Latent Sewer Functions and Service Powers for the Victorville
Water District .

2. NAME OF APPLICANT: Victorville Water District

MAILING ADDRESS:
14343 Civic Drive, P.O. Box 5001

Victorville, CA 92392

PHONE: (760) 955-5201

FAX: (760) 955-5159

E-MAIL ADDRESS:  jcox@ci.victorville.ca.us

3. GENERAL LOCATION OF PROPOSAL: The Victorville Water District is situated approximately

97 miles northeast of Los Angeles and 35 miles northeast of San Bernardino. The District boundaries

encompass the incorporated boundaries of the City of Victorville and the éurrounding unincorporated

areas lying within the service area of the Victorville Water District

4, Does the application possess 100% written consent of each landowner in the subject territory?
YES NO _X If YES, provide written authorization for change. '
5. Indicate the reasons that the proposed action has been requested: The City of Victorville currently

supplies reclaimed water for irrigation to the Westwinds Golf Course that is purchased from the Victor

Valley Waste Water Reclamation Authority (VWWRA). Recently, the City has entered into an agreement

with the High Desert Power Project (HDPP) to supply reclaimed water for cooling purposes. The

construction of the City's Industrial Waste Water Treatment Plant is nearing completion and the

resulting reclaimed water may be used for reuse at both the Westwinds Golf Course and HDPP. The

City desires for the Victorville Water District to provide this service, in line with the District's water

conservation program to be more efficient and cost effective.
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6. Would the proposal create a totally or substantially surrounded island of unincorporated territory?
YES NO_X If YES, please provide a written justification for the proposed boundary

Configuration.
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LAND USE AND DEVELOPMENT POTENTIAL

Total land Area (defined in acres):
Approximately 54,352 acres

Current dwelling units in area:
Approximately 30,000 dwelling units

Approximate current population:
Approximately 106,121

Indicate the General Plan designation(s) of the affected city (if any) and uses permitted by this
designation(s):

Very Low Density (VLR), Low Density (LDR), Medium Density (MedR), High Density (HDR), Mixed |
Density (MDR), Office/Professional (OP), Commercial (OM), Light industriai (LI), Heavy Industrial (HI),
Mixed Use-High Density (MU), Public/Institutional (Pl), Open Space (0OS), and Specific Plan (SP)

San Bernardino County General Plan designation(s) and uses permitted by this designation(s):
Mountain View Acres south — RL, Rural Living — single family residences on 2.5 acre lots; RS, Single
Residential — single family residences on -1 _acre lots; RS-14M, Single Residential on 14,000 square
foot lots — single family residences on 14,000 square foot lots.

Mountain View Acres north — RL, Rural Living — single family residences on 2.5 acre lots.
Baldy Mesa (western sphere) — RL, ‘Rural Living — single family residences on 2.5 acre lots and RS-1,
Single Residential on 1 acre minimum lots.

Describe any special land use concerns expressed in the above plans.
None

indicate the existing land use.

Very Low Density (VLR), Low Density (LDR), Medium Density (MedR), High Density (HDR), Mixed
Density (MDR), Office/Professional (OP), Commercial (OM), Light Industrial (L), Heavy Industrial (H!),
Mixed Use-High Density (MU), Public/Institutional (Pl), Open Space (OS), and Specific Plan (SP)

Mostly single family residential dwellings, higher in density closer to the city core, with,more vacant
lots located farther away from the city. '

What is the proposed land use?
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Same as is currently existing - Very Low Density (VLR), Low Density (LDR), Medium Density (MedR),

High Density (HDR), Mixed Density (MDR), Office/Professional (OP), Commercial (OM), Light

Industrial (L1), Heavy Industrial (H1), Mixed Use-High Density (MU), Public/Institutional (Pl), Open

Space (OS), and Specific Plan (SP)

For a city annexation, State law requires pre-zoning of the territory proposed for annexation.
Provide a response to the following:

a. Has pre-zoning been completed? YES NO N/A _X
b. If the response to “a” is NO, is the area in the process of pre-zoning? YES NO

Identify below the pre-zoning classification, title, and densities permitted. If the pre-zoning
process is underway, identify the timing for completion of the process.

N/A — Not Applicable

On the following list, indicate if any portion of the territory contains the following by placing a
checkmark next to the item:

[] Agricultural Land Uses [ Agricultural Preserve Designation
|:|‘ Williamson Act Contract [v] Area where Special Permits are Required
Any other unusual features of the area or permits required: '

Mojave River |

If a Williamson Act Contract(s) exists within the area proposed for annexation to a City, please
provide a copy of the original contract, the notice of non-renewal (if appropriate) and any protest to
the contract filed with the County by the City. Please provide an outline of the City’s anticipated
actions with regard to this contract.

N/A — Not Applicable

Will the proposal require public services from any agency or district which is currently operating at
or near capacity (including sewer, water, police, fire, or schools)? YES NO _X_ IfYES,
please explain.

N/A — Not Applicable
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ENVIRONMENTAL INFORMATION

Provide general description of the topography.  Generally flat desert area with rock outcroppings in

the vicinity of the Mojave River and northern areas around Quartzite Mountain with slight sloping from

the southwest to the northeast towards the Mojave River.

Describe any existing improvements on the site as % of total area.

Residential 50% Agricultural 1%
Commercial 20% Vacant 25%
Industrial 4% Other 0%

Describe the surrounding land uses:
NORTH Residential, Vacant Land, Mining

EAST Residential, Commercial

SOUTH Residential, Commercial, Vacant Land

WEST Residential, Industrial, Vacant Land

Describe site alterations that will be produced by improvement projects associated with this
proposed action (installation of water facilities, sewer facilities, grading, flow channelization, etc.)

N/A — Not Applicable

Will service extensions accomplished by this proposal induce growth on this site? YES
NO_X_ Adjacent sites? YES NO_X_ Unincorporated Incorporated_X _

N/A — Not Applicable

* Is this project a part of a larger project or series of projects? YES NO X [IfYES
proposed action (installation of water facilities, sewer facilities, grading, flow channelization, ect.)

N/A — Not Applicable
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NOTICES

Please provide the names and addresses of persons who are to be furnished mailed notice of the
hearing(s) and receive copies of the agenda and staff report.

NAME James L. Cox, City Manager TELEPHONE NO. (760) 955-5000

ADDRESS:;
14343 Civic Drive, P.O. Box 5001, Victorville, CA 92393-5001

NAME John A. McGlade, City Engineer TELEPHONE NO. (760) 955-5155

ADDRESS: :
14343 Civic Drive, P.O. Box 5001, Victorville, CA 92393-5001

NAME TELEPHONE NO.

ADDRESS:
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CERTIFICATION

| hereby certify that the statements furnished above and in the attached supplements and exhibits present
the data and information required for this initial evaluation to the best of my ability, and that the facts,
statements, and information presented herein are true and correct to the best of my knowledge and belief.
| understand that if this proposal is approved, the Commission will impose a condition requiring the
applicant to indemnify, hold harmless and reimburse the Commission for all legal actions that might be
initiated as a result of that approval.

DATE  6/9/11 | | L }( :{w Qfﬁé/

SIGNATURE OF APPLICANT

John A. McGlade

PRINTED NAME OF APPLICANT

City Engineer/Director Public Works

TITLE

PLEASE CHECK SUPPLEMENTAL FORMS ATTACHED:
[] ANNEXATION, DETACHMENT, REORGANIZATION SUPPLEMENT
[] SPHERE OF INFLUENCE CHANGE SUPPLEMENT
[] CITYINCORPORATION SUPPLEMENT
[] FORMATION OF A SPECIAL DISTRICT SUPPLEMENT
ACTIVATION OF LATENT POWERS SUPPLEMENT

APPLICATION TO BE SUBMITTED TO:

LOCAL AGENCY FORMATION COMMISSION
215 NORTH D STREET, SUITE 204
SAN BERNARDINO, CA 92415-0490
PHONE: (209)383-9900 e FAX: (909) 383-9901
E-MAIL ADDRESS: lafco@lafco.sccounty.gov




SUPPLEMENT
ACTIVATION OF NEW OR DIFFERENT SERVICES
SPECIAL DISTRICT

INTRODUCTION: The questions on this form are designed to obtain data about the specific service(s) requested
to be authorized for the district. The purpose is to allow the Commission, staff and others to adequately assess the
project. You may also include any additional information which you believe is pertinent, using additional sheets, where
necessary, and including any relevant documents to support the project.

1. Please identify the function(s)/service(s) proposed for activation:

Example: (function) Water (Service) Retail, wholesale, domestic, industrial,
irrigation, fire protection, sanitation

FUNCTION SERVICE
Reclaimed Water (Conservation) Retail Industrial and irrigation, fire protection

Sewer Retail domestic, industrial, sanitation

2. Provide a statement of the reason(s) for the proposal which shall include, but not be limited to, a description of any
existing service deficiency, general plan determinations (existing or anticipated change necessitating service),
anticipated growth rate (please identify source of data), topography, etc.

The Victorville Water District (the “District”) currently provides water conservation services to its
customers and requests that the reclaimed water and sewer services be activated. The City of
Victorville (the “City”) currently provides reclaimed water to the City's Westwinds Golf Course. The
District plans to assume that service and begin a new Reclaimed Water Service to provide water to the
High Desert Power Project (HDPP). )

3. What service(s) was the District authorized to provide at the time of its formation? (Would be identified in final
resolution approving formation or included in election decision — a capy of this document may be attached to fulfill
this requirement.)

Water Service

4. Provide an identification of any multiple purpose districts within the area authorized to provide the identified
function/service activation. Include a description as to why the preferred choice has been made.

The City of Victorville Sewer Department and the Victorville Water District boundaries are very similar
with the exception of unincorporated county areas which are not a part of the Sewer Department.

The Victorville Water District is a subsidiary district of the City of Victorville. The Plan for Services calls
for the Water District to use a portion of sewer discharge as well as the industrial discharges at the
Southern California Logistics Airport (SCLA) service area to provide treated water for irrigation and
industrial use.
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5. PLAN FOR SERVICES:

The reqdirements for the Plan for Service are outlined in Government Code Section 56824.12 and are summarized
below:

1. The total estimated cost to provide the new or different function or class of service within the District's boundaries.

2. The estimated cost of the new or different function or service to existing customers within the district’s jurisdictional
boundaries. (The cost can be identified by customer class).

3. An identification of existing providers, if any, of the function(s)/service(s) and the potential fiscal impact of this
activation to the customers of those providers.

4. A plén for financing the establishment of the new or different function/service within the district’s jurisdictional
boundaries. A discussion about the sufficiency of revenues to fund the anticipated ongoing maintenance and
operation of the service is also required. This plan should include: '

a. An indication of whether territory is or will be proposed for inclusion within a proposed improvement
zone/district, assessment district, or community facilities district to fund the service.

b. If retail water service is proposed to be activated through this action, provide a description of the timely
availability of water for projected needs within the area. (The response should be patterned after the factors
identified in Government Code Section 656352.5 related to an Urban Water Management Plan.)

5. A discussion of the alternatives to the establishment of the new or different service within the District's
boundaries/service area.

This plan shall, at a minimum, respond to each of the items identified above and shall be signed and certified as to its
completeness and accuracy by an official of the requesting agency.

Please refer to attached PLAN FOR SERVICES.

CERTIFICATION

| hereby certify that the statements furnished above and in any attachments and exhibits hereto present the data and
information required to the best of my ability, and that the facts, statements, and information presented herein are true
and correct to the best of my knowledge and belief. | understand that if this application is approved, the Commission will
impose a condition requiring the applicant to indemnify, hold harmless and reimburse the Commission for all legal
actions that might be initiated as a result of that approval.

DATE

SIGNATURE OF APPLICANT

PRINTED NAME

TITLE
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RESOLUTION NO. VWD-09-003

RESOLUTION OF THE BOARD OF DIRECTORS OF THE
VICTORVILLE WATER DISTRICT APPROVING A LEASE
AGREEMENT, AN INDENTURE OF TRUST, AN INSTALLMENT SALE
AGREEMENT, AND A PRIVATE PLACEMENT MEMORANDUM IN
CONNECTION WITH THE ISSUANCE BY THE VICTORVILLE JOINT
POWERS  FINANCING. AUTHORITY OF ITS WASTEWATER
REVENUE NOTES, 2009 SERIES (TAXABLE), AND APPROVING THE
TAKING OF CERTAIN OTHER ACTIONS IN CONNECTION
THEREWITH

WHEREAS, the Victorville Joint Powers Financing Authority (the *“Authority”),
is a joint exercise of powers agency duly created, established and authorized to transact business
and exercise its powers, all under and pursuant to the Joint Exercise of Powers Act (Articles 1
through 4 of Chapter 5, Division 7, Title 1 of the California Government Code) (the “Act”) and
the powers of such Authority include the power to issue bonds for any of its corporate purposes
and

WHEREAS the City of Victorville (the “City”) owns and operates that certain
wastewater collection system referred to herein as the “Wastewater Enterprise;” and

WHEREAS the Clty desires to finance the constructmn of a wastewater
treatment plant (with reclaimed water production capablhtles) as' ‘well 4&s' certain “other
1mprovements to, the Wastewater Enterpnse (the “Improvements”), and

WHEREAS ithas been proposed that the Authomty assist’ the City in prov1dmg
funds to finance such Improvements by issuing taxable notes (the “Notes”), which will be
pnvately placed w1th an accredlted mvestor, and

' WHEREAS, the Victor Valley Water Dls‘mct and the Baldy Mesa Water Dlsmct
were merged mfo V1ctorv111e Water DlStl‘th (the “Water Dlsmct”), a subs1d1ary dlS'l.TlCt of the
City; and T '

 WHEREAS, the Water District provides water service to servxce area!temtory of
the merged d:strxcts (the “Water Enterpnse”), and ' - o

WHEREAS the Watet Dlstrlct functmns under, and is- authonzed to' carry out all
authorized duti€s “and. résponsibilities assigned to “a''county ‘watei district;* which includes
wastewater ser\nces and o ‘

, 1 ST TSI B e

WHEREAS the ‘City Councxl prev:ously miade: ﬁndmgs that admxmstermg the
City’s- Wastewater Enterpn se'irt the saime manfier-arid under thie jirisdiction of the Water District
together with the Water Enterprise will result in-operational and admiinistrative efﬁmenmes and
will enhance the Authority’s ability to issue and sell the Notes; and
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WHEREAS, the City Council previously directed staff to solicit a proposal from
the Water District to lease the Wastewater Enterprise from the City; and

WHEREAS, the City Council has held a public hearing to examine the proposal
and the staff recommendatlons relatmg to such proposal received by the City;-and.

; WHEREAS, ’upon rev1ew1ng and cxammmg the proposal received and the staff’s
recommendations and the views expressed at the public hearing, the City Council has determined
that significant benef ts will result from the lease of the Wastewater Enterprlse and

WHEREAS s1multaneously w:th the dehvery of the Notes, the Water Dlstnct
will lease the Wastewater Enterprise from the City pursuant to a lease agreement; and

WHEREAS, the Notes will be used finance the:Improvements which will be
purchased by the Water District pursuant to an installment sale agreement and

: WHEREAS the Water Dlstrlct w1th ‘the aid of its staff has reviewed the
documentation relating to the lease of the Wastewater Enterprise and the issuance of the Notes;
and

WHEREAS, the Water District has previously adopted Resolutlon No. VWD-09-
001, which resolution has been rescinded; and

WHEREAS, since the date of adoption of Resolution No. VWD-09- 001 no
changes have occurred with respect the Notes;

NOW, THEREFORE, THE BOARD OF DIRECTORS OF THE
VICTORVILLE WATER DISTRICT DOES HEREBY RESOLVE AS FOLLOWS:

Section 1.  The Water District hereby approves the Wastewater
Enterprise Lease Agreement, substantially in the form annexed hereto, with such revisions,
amendments and completions as shall be approved by the Chairman, Executive Director,

‘Director of Water District or their designees (each a “Responsible Officer”) with the advice of

counsel to the Water District, such approval to be conclusively evidéenced by the execution and
delivery thereof.

Section 2. The Water District hereby approves the Indenture of Trust
relating to the Notes, substantially in the form annexed hereto, with such revisions, amendments
and completions as shall be approved by a Responsible Officer with the advice of counsel to the
City, such approval to be conclusively evidenced by the execution and delivery thereof.

Section 3. The Water District hereby approves the Installment Sale
Agreement relating to the Notes, substantially in the form annexed hereto, with such revisions,
amendments and completions as shall be approved by a Responsible Officer with the advice of
counsel to the City, such approval to be conclusively evidenced by the execution and delivery
thereof.

Section 4. The Water District hereby approves the Private Placement
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Memorandum prepared in connection with the issuance of the Notes (the “PPM”), substantially
in the form annexed hereto, with such revisions, amendments and completions as shall be
approved by a Responsible Officer with the advice of bond counsel and co-disclosure counsel to
the Authority. Any Responsible Officer is authorized and directed to execute and deliver the
PPM with such additions and changes as may be approved by the Responsible Officer executing
the same, such approval to be conclusively evidenced by the execution and delivery thereof.

Section 5. Any Responsible Officer is hereby authorized and directed to
execute and deliver any and all documents and to do and cause to be done any and all acts and
things necessary or proper for carrying out the transactions contemplated by this Resolution.

Section 6. The Secretary shall certify to the adoption of this Resolution,
and thenceforth and thereafter the same shall be in full force and effect.
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PASSED, APPROVED AND ADOPTED this 5™ day of MAY 2009

Tty ol

CHAIRMAN( OF THE BOARD OF DIRECTORS

ATTEST:

s Lot

BOARD SECRETARY

APPROVED AS TO FORM:

%/42/ %‘,o.f A

LEGAL COUNSEL FOR VICTORVILLE WATER DISTRICT

I, CAROLEE BATES, City Clerk of the City of Victorville and ex-officio Clerk to the
Victorville Water District of said City, DO HEREBY CERTIFY that the foregoing is a
true and correct copy of Resolution No. VWD 09-003 and was adopted at a meeting
held on the 5" day of May 2008, by the following roll cali vote, to wit:

AYES: Board Members Almond, Cabriales, Caldwell, McEachron and
Rothschild
NOES: None

ABSENT:  None

ABSTAIN: None

Lol Tt

CITY CLERK OF THE CITY OF VICTORVILLE




WASTEWATER ENTERPRISE LEASE AGREEMENT

Dated as of April _, 2009
by and between

VICTORVILLE WATER DISTRICT,
as Lessee

and the

CITY OF VICTORVILLE
as Lessor
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WASTEWATER ENTERPRISE LEASE AGREEMENT

THIS WASTEWATER ENTERPRISE LEASE AGREEMENT, dated as of April _,
2009 (the “Lease Agreement”), is by and between the VICTORVILLE WATER DISTRICT, a
county water district and a subsidiary district of the City of Victorville duly organized and
existing under the laws of the State of California (the “Water District™), and the CITY OF
VICTORVILLE, a charter city and municipal corporation duly organized and existing under the
laws of the State of California (the “City”),

WITNESSETH:

WHEREAS, the City. owns, operates and controls the wastewater collection system

within the City (the “Leased Property”) and has further established certain funds and accounts
which relate to the Leased Property; and

WHEREAS, the Water District wishes to leaSe the Leased Property from the Clty, end
the City wishes to lease the Leased Property to the Water District, and the Water District is
authorized to lease and operate the Leased Property; and

WHEREAS, the Water District and the C‘ty have duly authorized the execution and
delivery of this Lease Agreement;

NOW, THEREFORE for and in coﬁsideration of the pfom1ses and the méterial
covenants hereinafter contained, the parties hereto hereby formally covenant, agree and bind
themselves as follows:

ARTICLE 1.
DEFINITIONS

_ Section 1.1 Definitions. T he terms deﬁned in this Section shall have the eanings
ascribed to them in this Section for purposes of this Lease Agreement unless the context clearly
mdxcates some other meaning. All capitalized terms used. herein’ which are defined in the
Installment Sale Agreement and. not defined herein shall: have the meamngs specxﬁed Ain the
I nstallment Sale Agreement. . : ‘ ;

“A‘g;’eemen * means this Lease Agreement, together with any duly authorized. and
executed amendments hereto.

“Discodnt Rate” means [6.0%].

' “Eriterprise” means the ¢ntire wastewater system owned leased or operated by the Water
District; mcludlng but 1ot limited to all’ faClllthS, propertxes and’ lmprovements at any time
owned, leased of operated by the Water District for the collection and treatment of wastewater,
and any necessary lands, rights, entitlements and other property useful in connection therewith,
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together with all extensions thereof and improvements thereto hereafter acquired, constructed or
installed by the City or the Water District, including the Leased Property.

“Event of Default” means any of the events described in Section 8.1.

“Financing Authority” means the Victorville Joint Powers Financing Authority.

“Gross Revenues” means all income, rents, rates, fees, charges and other moneys derived
from the ownership or operation of the Enterprise, including, without limiting the generality of
the foregoing, (1) all income, rents, rates, fees, charges, business interruption insurance proceeds
or other moneys derived by the Water District from the sale, furnishing and supplying of
wastewater treatment or other services, facilities, and commodities sold, furnished or supplied
through the facilities of or in the conduct or operation of the business of the Enterprise including,
without limitation, reclaimed water, plus(2) the earnings on and income derived from the
investment of such income, rents, rates, fees, charges, or other moneys, including Water District
reserves as it relates to the Enterprise, but excluding in all cases customer deposits or any other
deposits or advances subject to refund until such deposits or advances have become the property
of the Water District and accounted for as revenues and excluding any proceeds of taxes required
by law to be used by the Water District to pay bonds hereafter issued.

“Installment Sale Agreement” means the Installment Sale Agreement, dated as of May 1,
2009, by and between the Financing Authority and the City, or such other installment sale
agreement executed in connection with the refunding the Installment Sale Agreement.

“Lease” means the lease of the Leased Property pursuant to this Agreement.

“Lease Payments” means the amounts payable by the Water District pursuant to Section
4.2, including any prepayments thereof pursuant to Article 9.

“Leased Property” means the entire wastewater system owned or operated by the City,
including, but not limited to, all facilities, properties and improvements at any time owned or
operated by the City for the collection and treatment of wastewater, including, but not limited to,
those certain existing reclaimed water lines for the transmission of reclaimed water to the City
from the Victor Valley Wastewater Reclamation Authority, and any necessary lands, rights,
entitlements and other property useful in connection therewith, together with all extensions
thereof and improvements thereto hereafter acquired, constructed or installed by the City,
including, without limitation, properties and improvements contributed as a result of new
development,

“Operation and Maintenance Costs” means the reasonable and necessary costs and
expenses paid by the Water District for maintaining and operating the Enterprise, including but
not limited to (a) the cost of utilities, including electricity and other forms of energy supplied to
the Enterprise, and (b) the reasonable expenses of management and repair and other costs and
expenses necessary to maintain and preserve the Enterprise in good repair and working order, but
in all cases excluding (i) depreciation, replacement and obsolescence charges or reserves therefor
and (ii) amoruzanon of mtang1bles or other bookkeeping entries of a similar nature.
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“Payment Date” means the tenth day of each June and December, or as otherwise agreed
to in writing by the parties hereto,

“Net Revenues” means, for any period, an amount equal to all of the Gross Revenues
received during such period minus the amount required to pay all Operation and Maintenance
Costs becoming payable during such period.

“Surplus Revenues” means, for any period, an amount equal to all of the Net Revenues
minus (i) the amount required to be paid under the Installment Sale Agreement during such
period, (ii) the amount required to pay debt service on any obligations incurred by the Water
District with respect to the Enterprise becoming payable during such period, and (iii) amounts set
aside for capital replacements and improvements.

“Term_of this Agreement” means the time during which this Lease Agreement is in
effect, as provided in Section 4.1.

“Total Rent” shall mean the total rent having an aggregate present value, when computed
as of the Closing Date, of an amount to be agreed upon by the parties hereto subsequent to the
Closing Date that represents the fair value of the Leased Property as of June 30, 2009. Such
amount shall be determined within 90 days after the audited financial statements of the City
become available. To the extent the City acquires additional properties or 1mprovernents relating
to the Enterpnse including, without limitation, properties and improvements contributed as a
result of new development, which properties shall become a component of the Leased Property,

-the Total Rent shall be increased by the agreed upon value of such added properties.

| “Wastewater Entemnse Fund” means the C1ty 8 exxstmg Wastewater Enterpnse Fund to
be held by the Water Dlstrlct o .

ARTICLE 2
COVENANTS AND REPRESENTATIONS

Section 2.1 Covenants and Representations of the City. The City makes the
following covenants and representations to the Water District that as of the Closing Date:

(a) The City is a charter city and mumc1pal corporation duly orgamzed and validly
existing under the laws of the State, has full legal right, power and authority to enter into this
Agreement andto carry oiit and consummate all transactions contemplated hereby, and by proper
action has duly authonzed the executxon and dehvery of this A greement

(b) The representatlves of the City executing this Agreement are fully authorized to
execute the same. _ _

(c) This Agreement has been duly authonzed executed and delivered by the City, and

constitutes the legal, valid and binding agreement of the City, enforceable against the City in
accordance with its terms.
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(d) The execution and delivery of this Agreement, the consummation of the transactions
herein contemplated and the fulfillment of or compliance with the terms and conditions hereof,
will not conflict with or constitute a violation or breach of or default (with due notice or the
passage of time or both) under any applicable law or administrative rule or regulation, or any
applicable court or administrative decree or order, or any indenture, mortgage, deed of trust,
lease, contract or other agreement or instrument to which the City is a party or by which it or its
Enterprise are otherwise subject or bound, or result in the creation or imposition of any
prohibited lien, charge or encumbrance of any nature whatsoever upon any of the property or
assets of the City, which conflict, violation, breach, default, lien, charge or encumbrance would
have consequences that would materially and adversely affect the consummation of the
transactions contemplated by this Agreement, or the financial condition, assets, property or
operations of the Enterprise.

(e) No consent or approval of any trustee or holder of any indebtedness of the City or of
the voters of the City, and no consent, permission, authorization, order or license of, or filing or
registration with, any governmental authority is necessary in connection with the execution and
delivery of this Agreement or the consummation of any transaction herein and therein
contemplated, except as have been obtained or made and as are in full force and effect.

(f) There is no action, suit, proceeding, i inquiry or investigation before or by any court or
federal, state, mummpal or other governmental authority pending or threateried against or
affecting the City or the Enterpnse which, if determined adversely to the City or its interests,
would have a material and adverse effect upon the consummation of the transactions
contemplated by or the validity of this Agreement or upon the financial condition or operation of
the Enterprise, and the City is not in default with respect to any order or decree of any court or
any order, regulation or demand of 2 any federal, state, municipal or other governmental authority,
which default might have consequences that would materially and adversely affect the
consummation of the transactions contemplated by this Agreement or the financial conditions or
operations of the Enterprise.

Section 2.2 Covenants and Representations of the Water District. The Water District
makes the following covenants and representations as the basis for its undertakings herein
contained:

(a) The Water District is a county water district and a subsidiary district of the City, duly
organized and existing under the laws of the State. The Water District has the full right,
authority and power to enter into the transactions contemplated by this Agreement and to carry
out and consummate all transactions contemplated hereunder. By proper action of its governing
body, the Water District has been duly authorized to execute, deliver and duly perform this
Agreement,

(b) The Water District is not in default under any of the provisions of the iaws of the

State, which default would affect its existence or its powers referred to in subsection (a) of this
Section 2.2,
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(c) This Agreement has been duly authorized, executed and delivered by the Water
District, and constitutes the legal, valid and binding agreement of the Water District, enforceable
against the Water District in accordance with its terms.

ARTICLE 3

LEASE AND OPERATION OF OF LEASED PROPERTY

Section 3.1 Lease of the Leased Pmperty. The Water District agrees to lease the
Leased Property from the City, and the City agrees to lease, and hereby does lease, such Leased
Property to the Water District, for the Total Rent.

Section 3.2 Operation of the Leased Property. The Water District assumes all rights,
liabilities, duties and responsibilities of the City regarding the operation and maintenance of the
Leased Property. The Water District shall assume, enter into, administer and enforce all
contracts or other agreements relating to the operation and maintenance of the Leased Property.
All contracts relating to the acquisition, operation and maintenance of the Leased Property shall

be subject to all applicable provxsmns of law relating to like property operated by a county water
district.

ARTICLE 4
. LEASE PAYMENTS

~ Section 4 1 Term. The Term of this Agreement shall comrnence on the Closmg Date,
and shall end on _ , 2064, Upon termination of thls Agreement all rights, liabilities,
duties and responsibilities regardmg the Leased Property shall retum to and be vested in the City
and the Water District shall have no further interest therein..; The provisions of this Section 4.1

are sub_]ect in all respects to any other provxswns of this Agreement relating to.the termmatlon
hereof. . . o forr N e i :

L3

Secﬁoh 4 2 Lease ’P’ei’niefltsd

\agr €5 {0 tothe Clty, 1ts successors and
assigns, but solely from the Surplus Revenues and other funds pledged hereunder, Lease
Payments totaling the Total Rent. Lease Payments shall be paid: by, the Water District to the
City, on each Payment Date or ‘other dates as agreed to in writing between the C1ty and the Water

District, 1n amounts determmed by agreement from time to.time of the Clty and, the Water
Dlstnct

. -, 1 5 e,
L B w B (BN bl L R

‘() Effect of Preuavment In the event that the Water sttnct prepays all remammg

‘Lease Payments in full ufsuant to’ Art:cle 9 only the Water Dlstnct s obhgatmns under this
"Agreement to pay Lease Payments therefor under th:s Sectlon 4.2 shall cease and temunate

Séction'4.3' Pledge aud Apphcatmn of Surplus Reventies. \‘

(a) Pledge of Surplus Revenues. All of the Surplus Revenues are hereby irrevocably
pledged, charged and assigned by the Water District to the punctual payment of the Lease
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Payments and the Surplus Revenues and such other funds shall not be used for any other purpose
(except capital improvements, including debt service on bonded indebtedness or other
obligations incurred by the Water District in connection with the Enterprise, and other lawful
purposes related to the Enterprise) so long as any of the Lease Payments remain unpaid. Such
pledge, charge and assignment shall constitute a first lien on the Surplus Revenues and such
other moneys for the payment of the Lease Payments in accordance with the terms hereof.

(b) Deposits_Into Wastewater Enterprise Fund.  There is hereby continued the
Wastewater Enterprise Fund, which is to be held and administered by the Water District. The
Water District shall deposit all of the Gross' Revenues immediately upon receipt in ‘the
Wastewater Enterprise Fund. The Water District shall, from the moneys in the Wastewater
Enterprise Fund, make disbursements as required under Section 4.5 (or such comparable section)
of the Installment Sale Agreement: Amounts constituting Surplus Revenues in the Wastewater
Enterprise Fund-shall be used to make Lease Payments as such payments become due and
payable. ' o L

(c) Budget and Appropriation of Lease Payments. During the Term of this Agreement,
the Water District, with the assistance of the City, shall adopt and make all necessary budgets

and appropriations of the Lease Payments from the Surplus Revenues. In the event any Lease
Payment requires the adoption by the Water District of any supplemental budget or
appropriation, the Water District shall promptly adopt the same. The covenants on the part of the
Water District contained in this subsection (c) shall be deemed to be and shall be construed to be
duties imposed by law and it shall be the duty of each and every public official of the Water
District to take such action and do such things as are required by law in the performance of the
official duty of such officials to enable the Water District to carty out and perform the covenants
and agreements in this subsection (c). "

- Section 4.4 Special Obligation of the Water District; Obligations Absolute. The
Water District’s obligation to pay the Lease Payments hereunder shall be a special obligation of
the Water District limited solely to the Surplus Revenues. Under no circumstances shall the
Water District be required to advance moneys derived from any source of income other than the
Surplus Revenues and other sources specifically identified herein for the payment of the Lease
Payments, nor shall any other funds or property of the Water District be liable for the payment of
the Lease Payments and any other amounts coming due and payable hereunder.

The obligations of the Water District to make the Lease Payments from the Surplus
Revenues and to perform and observe the other agreements contained herein shall be absolute
and unconditional and shall not be subject to any defense or any right of setoff, counterclaim or
recoupment arising out of any breach of the City of any obligation to the Water District or
otherwise with respect to the Enterprise, whether hereunder or otherwise, or out of indebtedness
or liability at any time owing to the Water District by the City. Until such time as all of the
Lease Payments and all other amounts coming due and payable hereunder shall have been fully
paid or prepaid, the Water District (a) will not suspend or discontinue payment of any Lease
Payments or such other amounts, and (b) will perform and observe all other agreements
contained in this Agreement.
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In the event the City shall fail to perform any of its agreements contained herein, the
Water District may institute such action against the City as the Water District may deem
necessary to compel performance so long as such action does not abrogate the obligations of the
Water District contained in the preceding paragraph. The Water District may, however, at the
Water District’s own cost and expense and in the Water District’s own name prosecute or defend

" any action or proceeding or take any other action involving third persons which the Water

District deems reasonably necessary in order to secure or protect the Water District’s rights
hereunder, and in such event the Water District hereby agrees to cooperate fully with the City
and to take such action necessary to effect the substitution of the City for the Water District in
such action or proceeding, if the Water District shall so request.

Section 4.5 Rates, Fees and Charges. The Water District, through the actions of the
City, shall fix, prescribe, revise and collect rates, fees and charges for the Enterprise as a whole
for the service and improvements furnished by the Enterprise during each Fiscal Year that are at
least sufficient, after making allowances for contingencies and error in the estimates to yield
Surplus Revenues that are sufficient to pay scheduled Lease Payments: ' '

ARTICLE 5
MAINTENANCE; TAXES, INSURANCE; AND OTHER MATTERS

Section 5.1 Maintenance, Utilities, Taxes and Assessments; Throughout the Term of
this Agreement, all improvement, repair and maintenance of the Enterprise shall be the
responsibility of the Water District, and the Water District shall pay for or otherwise arrange for
the payment of all utility services supplied to the Enterprise, which may include, without
limitation, janitor service; security, power, gas, telephone, light, heating; water and all other
utility services, and shall pay for or otherwise arrange for the payment of the cost of the repair
and replacement of the Enterprise resulting from ordinary wear and tear.

The Water District shall also pay or cause to be paid all taxes and assessments of any
type or nature, if any, charged to the Water District affecting the Enterprise or its interest or
estate therein; provided, however, that with respect to special assessments or other governmental
charges that may lawfully be paid in installments over a period-of yéars, the Water District shall
be obligated to pay only such installments as are required to be paid during the Term of this
Agreement as and when the same become due. e R

The Water District may, at.the Water District’s expense and in its name; in good faith
contest .any such taxes;.assessments, wutility and -other charges and, in the event-of-any such
contest, may permit the taxes, assessments or other charges so contested to remain unpaid-during
the period of such contest and any appeal therefrom unless the City shall notify the Water
District that, in-its opinion; by nonpayment of any such itéms, thé interést of the City héreunder
will be materially adversely affected;:in which event the Water District shall promptly pay such
taxes, assessments or charges or provide the-City:with full secirity against-any loss which ‘may
result from nonpayment, in form satisfactory to the City." it

o =‘Stéc;l;(m 52 w(V)‘p'é_ratit’m- of Enterprise. 'The Water District covenants and’ agrees to
operate the Enterprise in.an efficient-and..economicalimanner and to operate, maintain’‘and
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preserve the Enterprise in at least as good repair and workmg order as on the effective date of
this Agreement. ~The Water Disfrict covenants that, in order to fully preserve and protect the
priority and security of the Lease Payments, the Water District shall pay from the Gross
Revenues and discharge all lawful claims for labor, materials and supplies furnished for or in
connection with the Enterprise which, if unpaid, may become a lien or charge upon the Gross
Revenues or the Surplus Revenues prior or superior to the lien granted hereunder, or which may
otherwise impair the ability of the Water District to pay the Lease Payments in accordance
herewith. The Water District shall be responsible for any fines, liabilities, or other debts coming
due as a result of the operation of the Enterpnse

Section 5.3 Insurance. The Water District shall maintain or cause to be maintained,
throughout the Term of this Agreement, but only if and to the extent available at reasonable cost
from reputable insurers, such insurance required to be maintained under the Installment Sale
Agreement and shall cause insurance proceeds to be applied as prov1ded therem

Sectmn 54 Emment Domam The Water Dlstnct shall cause amounts received as
awards as a result of the taking of all or any part of the Enterprise by the lawful exercise of
eminent domain to'be applied in accordance with the Installment Sale Agreement.

Section 5.5 Records and Accounts. The Water District shall keep proper books of
records and accounts of the Enterprise, separate from all other records and accounts, in which
complete and correct entries shall be made of all transactions relating to the Enterpnse Said
books shall, upon prior request, be subject to the reasonable’ inspection by the City or its
representatives authorized in writing. The Water District shall cause the books and accounts of
the Enterprise to be audited annually by an Independent Accountant, not more than two hundred
forty (240} days after the close of cach Fiscal Year, and shall make a copy of such report
available for inspection by the City at the office of the Water District.

ARTICLE 6

DISCLAIMER OF WARRANTIES; ACCESS

Section 6.1 Disclaimer of Warranties. The City makes no warranty or representation,
either express or implied, as to the value, design, condition, merchantability or fitness for any
particular purpose or fitness for the use contemplated by the Water District of the Enterprise, or
any other representation or warranty with respect to the Enterprise. In no event shall the City be
liable for incidental, indirect, special or consequential damages in connection with or arising out
of this Agreement for the existence, furnishing, ﬁmctxomng or the Water District’s use of the
Enterprise.

Section 6.2 Release and Imdemnification Covenants. The Water District shall and
hereby agrees to indemnify and save the City, and its respective officers, agents, successors and
assigns harmless from and against all claims, losses and damages, including legal fees and
expenses, arising out of (2) the use, maintenance, condition or management of, or from any work
or thing done on the Enterprise by the Water District, (b) any breach or default on the part of the
Water District in the.performance. of any of its obligations under this Agreement, (c) any
negligence or willful misconduct of the Water District or of any of its agents, contractors,
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servants, employees or licensees with respect to the Enterprise, (d) any act or negligence of any
sublessee of the Water District with respect to the Enterprise, or (¢) the presence on, under or
about, or release from, the Enterprise of any substance, material or waste which is, or which
becomes, regulated or classified as hazardous or toxic under State, federal or local law. No
indemnification is made under this Section 6.2 or elsewhere in this Agreement for adjudicated
wiltful misconduct or negligence by the City, or its respective officers, employees, successors or
assigns. The obligations of the Water District under this Section 6.2 shall survive the
termination of this Agreement.

Section 6.3 Non-Liability of City for Enterprise Obligations. The City and its
successor and assigns shall have no obligation and shall incur no liabilities or debts whatsoever
for the obligations, liabilities and debts of the Water District incurred in connection with the
lease and operation of the Enterprise.

ARTICLE 7

ASSIGNMENT, SALE AND AMENDMENT

Section 7.1 Assignment. This Agreement may not be assigned by the Water Dlstnct or
the City. y _

Section 7.2 Sale of Enterprise. Subject to the provisions of the Installment Sale
Agreement, the Water District and the City each covenant that their respective interests in the
Enterprise shall not be encumbered, sold, leased, pledged, any charge placed thereon, or
otherwise dlsposed of, as a whole or substantlally as a whole, except to, another public entity
whose governing body is compnsed of members of the Victorville City Counc1l Neither the

© Surplus Revenues nor any other funds pledged or otherwise made avaxlable to secure payment of

the Lease Payments shall be mortgaged, encumbered, sold, leased, pledged any charge placed
thereon, or disposed of or used except as authorized by the terms of this Agreement. The Water
District shall not enter into any agreement which i impairs the operation of the Enterprise or any
part of it necessary to secure adequate Surplus Revenues.to pay the Lease Payments, or which
otherwise would impair the rights of the City with respect to the. Surplus Revenues. If any

_suhstanual part of the Enterprise shall be sold, the payment therefor. shall either (a) be used for

the lease, acquisition or construction of improvements, extensions or replacements of Enterprise,
or (b) to be apphed to prepay the Water District’s obhganons pursuant to the Installment Sale

"Agreement..

Sectlon 7.3 Amendment of Agreement The City and the Water District shall have the
right to modify or amend this Agreement upon the written consent of each party hereto.

ARTICLES
EVENTS OF DEFAULT

Section 8.1 Events of Default Defined. The following events shall be Events of Default
hereunder:

RN :
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() Failure by the Water District to observe and perform any covenant, condition or
agreement on its part to be observed or performed, other than failure to pay when due any Lease
Payment or other amount due under this Agreement, for a period of sixty (60) days after written
notice specifying such failure and requesting that it be remedied has been given to the Watef
District by the City; provided, however, that if the Water District shall notify the City that in its
reasonable opinion the failure stated in the notice can be corrected, but not within such 60-day
period, such failure shall not constitute an event of default hereunder if the Water District shall
commence to cure such failure within such sixty (60) day period and thereafter diligently and in
good faith cure such failure in a reasonable period of time,

(b) The filing by the Water District of a voluntary petition in bankruptcy, or failure by the
Water District promptly to lift any execution, garnishment or attachment, or adjudication of the
Water District as a bankrupt, or assignment by the Water District for the benefit of creditors, or
the entry by the Water District into an agreement of composition with creditors, or the approval
by a court of competent jurisdiction of a petition applicable to the Water District in any
proceedings instituted under the provisions of the Federal Bankruptcy Code, as amended, or
under any similar acts which may hereafter be enacted.

Section 8.2 Remedies on Default. Whenever any Event of Default shall have happened
and be continuing, the Water District, upon receipt of actual knowledge thereof, shall promptly
give written notice thereof to the City, and the City shall have the right, at 1ts option and without

any further demand or notice, to

(a) take whatever action at law or in equity may appear necessary or desirable to collect
the Lease Payments then due or thereafter to become due during the Term of this Agreement, or
enforce performance and observance of any obligation, agreement or covenant of the Water
District under this Agreement; and

- (b) as a matter of right, in connection with the filing of a suit or other commencement of
judicial proceedings to enforce the rights of the City hereunder, cause the appointment of a
receiver or receivers of the Surplus Revenues and other amounts pledged hereunder, with such
powers as the court making such appointment shall confer; provided, however, that the City shall
not have the right to declare all principal components of the unpaid Lease Payments, together
with accrued interest thereon, to be immediately due and payable.

Section 8.3 No Remedy Exclusive. No remedy herein conferred upon or reserved to the
City is intended to be exclusive and every such remedy shall be cumulative and shall be in
addition to every other remedy given under this Agreement or now or hereafter existing at law or
in equity. No delay or omission 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 thereof, but any such right
and power may be exercised from time to time and as often as may be deemed expedient. In
order to entitle the City to exercise any remedy reserved to it in this Article 8 it shall not be

necessary to give any notice, other than such notice as may be required in this Article 8 or by
law.

Section 8.4 Agreement to Pay Attorneys’ Fees and Expenses, In the event either
party to this Agreement should default under any of the provisions hereof and the nondefaulting
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party should employ attorneys or incur other expenses for the collection of moneys or the
enforcement or performance or observance of any obligation or agreement on the part of the
defaulting party herein contained, the defaulting party agrees that it will on demand therefor pay
to the nondefaulting party the reasonable fees of such attorneys and such other expenses so
incurred. In the event that there is a disagreement as to the defaulting party, the prevailing party
in any litigation, arbitration or other proceeding by which one party seeks to enforce its rights
under this Agreement, or seeks a declaration of any rights or obligations under this Agreement,
shall be awarded its reasonable attorneys' fees, costs and expenses.

Section 8.5 No Additional Waiver Implied by One Waiver. In the event any
agreement contained in this Agreement should be breached by either party and thereafter waived
by the other party, such waiver shall be limited to the particular breach so waived and shall not
be deemed to waive any other breach hereunder,

ARTICLE 9
PREPAYMENT OF LEASE PAYMENTS

Section 9.1 Security Deposit. Notwithstanding any other provision of this Agreement,
the Water District may on any date secure the payment of Lease Payments in whole or in part by
irrevocably depositing with the City an amount of cash which is either (a) sufficient to pay all
such Lease Payments, or (b) invested in whole or in part in non-callable Federal Securities in
such amount as will, in the written opinion of an Independent Accountant, together with interest
to accrue thereon and together with any cash which is so deposited, be fully sufficient to pay all
such Lease Payments when due pursuant to Section 4.2(a) or when due on any optional
prepayment date pursuant to Section 9.2, as the Water District shall instruct at the time of said
deposit. In the event of a security deposit pursuant to this Section 9.1 with respect to all of the
Lease Payments, all obligations of the Water District under this Agreement, and all security
provided by this Agreement for said obligations, shall cease and terminate, excepting only the
obligation of the Water District to make, or cause to be made, all of such Lease Payments from
such security deposit, and the obligation of the Water District to compensate and indemnify the
City pursuant to Section 6.2 herein. Said security deposit shall be deemed to be and shall
constitute a special fund for the payment of Lease Payments in accordance with the provisions of
this Agreement.

Section 9.2 Optional Prepayment. The Water District may prepay the Lease Payments
without penalty in whole ot in part, on any date. :

Section 9.3 Mandatory Prepayment From Proceeds of Insurance, Sale or Emment
Domain. The Water District shall be obhgated to prepay the Lease Payments on any date from
and to the extent of any proceeds of insurance award, sale of a substantial portion of the
Enterpnse or condemnanon award with respect to the Enterpnse subject to the first. lien thereon
under the Installment Sale Agreement '
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ARTICLE 16

MISCELLANEOUS

‘ Section 10.1 Further Assurances. The City agrees that it will execute and deliver any
and all such further agreements, instruments or other assurances as may be reasonably necessary
or requested by the Water Dlstnct to carry out the mtenhon or to facilitate the performance of
this Agreement.

Section 10.2 Notices. Any notice, request, complaint, demand or other communication
under this Agreement shall be given by first class mail or personal delivery to the party entitled
thereto at its address set forth below, or by telecopy, telex or other form of written
telecommunication, at its number set forth below. Notice shall be effective either (a) upon
confirmed transmission by telecopy, telex or other form of written telecommunication, (b) 48
hours after deposit in the United States mail, postage prepaid, or (c) in the case of personal
delivery to any person, upon actual receipt. The Water District and the City may, by written
notice to the other parties, from time to time modify the address or number to which
communications are to be given hereunder.

If to the Water District: Victorville Water District
17185 Yuma Strest .
Victorville, California 92392
Attn: Director of Water District

If to the City: City of Victorville
14343 Civic Drive
Victorville, California 92392
Attn: City Manager

Section 10.3 Governing Law. This Agreement shall be construed in accordance with
and governed by the laws of the State of California.

Section 10.4 Binding Effect. This Agreement shall inure to the benefit of and shall be
binding upon the Water District and the City, and their respective successors and assigns,
subject, however, to the limitations contained herein.

Section 10.5 Severability of Invalid Provisions. If any one or more of the provisions
contained in this Agreement shall for any reason be held to be invalid, illegal or unenforceable in
any respect, then such provision or provisions shall be deemed severable from the remaining
provisions contained in this Agreement and such invalidity, illegality or unenforceability shall
not affect any other provision of this Agreement, and this Agreement shall be construed as if
such invalid or illegal or unenforceable provision had never been contained herein. The Water
District and the City each hereby declares that it would have entered into this Agreement and
each and every other Section, paragraph, sentence, clause or phrase hereof irrespective of the fact
that any one or more Sections, paragraphs, sentences, clauses or phrases of this Agreement may
be held illegal, invalid or unenforceable. .
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Section 10.6 Article and Sectmn Headings and References. The headings or titles of
the several Articles and Sections hereof, and any table of contents appended to copies hereof,
shall be solely for convenience of reference and shall not affect the meaning, construction or
effect of this Agreement. All references herein to “Articles,” “Sections™ and other subdivisions
are to the corresponding Articles, Sections or subdivisions of this Agreement; the words
“herein,” “hereof,” “hereby,” “hereunder” and other words of similar import refer to this
Agreement as a whole and not to any particular Article, Section or subdivision hereof; and words
of the masculine gender shall mean and include words of the feminine and neuter genders.

Section 10.7 Execution of Counterparts. This Agreement may be executed in any
number of counterparts, each of which shall for all purposes be deemed to be an original and alt
of which shall together constitute but one and the same instrument.

Section 10.8 Waiver of Personal Liability. No member of the Water District Board of
Directors, or officer, agent or employee of the Water District shall be individually or personally
liable for the payment of Lease Payments or be subject to any personal liability or accountability
by reason of this Agreement; but nothing herein contained shall relieve any such member or
person from the performance of any official duty provided by law or by this Agreement.

Section 10.9 Benefit of Agreement. Nothing in this Agreement, expressed or implied,

is intended to give to any person other than the Water District and the City any right, remedy or
claim under or by reason of this Agreement. :
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IN WITNESS WHEREOF, the Water District and the City have caused this Agreement
to be executed in their respective names by their duly authorized officers, all as of the date first

above written.

ATTEST
By:

Victorville City Clerk
By:

Water District Secretary

City of Victorville and
Victorville Water District Risk Manager
Chuck Buquet

J/\
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CITY OF VICTORVILLE, as Lessor

By:

Rudy Cabriales, Mayor

VICTORVILLE WATER DISTRICT, as Lessee

By:
Rudy Cabriales, Chairman
APPROVED AS TO FORM
By:
City Attorney
By:

Water District Legal Counsel
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INDENTURE OF TRUST
by and among the ‘

VICTORVILLE JOINT POWERS FINANCING AUTHORITY
and
VICTORVILLE WATER DISTRICT
and

THE BANK OF NEW YORK MELLON TRUST COMPANY, s NLA,
as Trustee

Dated as of May 1, 2009

Relating to:

$
Victorville Joint Powers Financing Authority
Taxable Wastewater Revénue Notes; 2009 Series
(Victorville Water District)
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INDENTURE OF TRUST

THIS INDENTURE OF TRUST, is made and entered into as of May 1, 2009, by and among
the VICTORVILLE JOINT POWERS FINANCING AUTHORITY, a joint exercise of powers
agency organized and existing under the laws of the State of California (the “Authority™), the
VICTORVILLE WATER DISTRICT, a county water district and a subsidiary district of the City of
Victorville duly organized and existing under the laws of the State of California (the “Water District”),
and THE BANK OF NEW YORK MELLON TRUST COMPANY, N.A., a national banking
association organized and existing under the laws of the United State of America, and being qualified to
accept and administer the trusts hereby created (the “Trustee”). :

WITNESSETH:

WHEREAS, the City of Victorville (the “City”) owns that certain wastewater collection system
(the “Leased Property™); and

WHEREAS, pursuant to that certain Wastewater Enterprise Lease Agreement, dated as of April
__» 2009, by and between the City and the Water District, the City has leased the Leased Property to the
Water District, including all rights, liabilities, duties and responsibilities of the City regarding the
operation and maintenance of the Leased Property as well as the power to enter into, administer and

enforce all contracts or other agreements relating to the operation and maintenance of the Leased .

Property; and

WHEREAS, the Leased Property, as operated by the Water District, and together with any
improvements thereto acquired, constructed or installed by the Water District, including, without
limitation, the Improvements, constitutes the Wastewater Enterprise of the Water District; and

WHEREAS, under Article 4 (commencing with Section 6584) of Chapter 5 of Division 7 of
Title 1 of the California Government Code (the “Bond Law™) the Authority is authorized to borrow
money for the purpose of financing the acquisition of bonds, notes and other obligations of, or for the
purpose of making loans to, public entities including the Water District, and to provide financing for
public capital improvements of public entities including the Water District; and

WHEREAS, the Water District desires to finance the construction of a wastewater treatment
plant as well as certain other improvements to the Wastewater Enterprise (the “Improvements™); and

WHEREAS, for the purpose of providing funds to finance the Improvements, the Authority has
determined to issug its Victorville Joint Powers Financing Authority Taxable Wastewater Revenue Notes,
2009 Series (Victorville Water District) in the aggregate principal amount of $ (the “Notes™), all
pursuant to and secured by this Indenture in the manner provided herein; and

WHEREAS, the Water District and the Authority have determined that it is necessary and
desirable to enter into an Installment Sale Agreement, dated the date hereof, by and between the Water
District and the Authority (the “Installment Sale Agreement”), pursuant to which the Authority will sell
the Improvements to the Water District in consideration for Installment Payments equal in time and
amount to the debt service on the Notes; and

WHEREAS, the Authority has determined that in order to provide for the authentication and
delivery of the Notes, to establish and declare the terms and conditions upon which the Notes are to be
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issued and secured and to secure the payment of the principal thereof and interest and premium (if any)
thereon, the Authority has authorized the execution and delivery of this Indenture; and

WHEREAS, the Water District and the Authority have determined that all acts and proceedings
required by law necessary to make the Notes, when executed by the Authority, authenticated and
delivered by the Trustee and duly issued, the valid, binding and legal special obligations of the Authority,
and to constitute this Indenture a valid and binding agreement for the uses and purposes herein set forth,
in accordance with its terms, have been done and taken; and the execution and delivery of this Indenture
have been in all respects duly authorized;

NOW, THEREFORE, THIS INDENTURE WITNESSETH, that in order to secure the
payment of the principal of and the interest and premium (if any) on the Notes issued and Outstanding
under this Indenture, according to their tenor, and to secure the performance and observance of all the
covenants and conditions therein and herein set forth, and to declare the terms and conditions upon and
subject to which the Notes are to be issued and received, and in consideration of the premises and of the
mutual covenants herein contained and of the purchase and acceptance of the Notes by the owners
thercof, and for other valuable consideration, the receipt and sufficiency of which is hereby
acknowledged, the Authority does hereby covenant and agree with the Trustee, for the beneﬁt of the
respective Owners from time to time of the Notes, as follows

ARTICLE I

DEFINITIONS AUTHORIZATION AND PURPOSE OF NOTES;
: EQUAL SECURITY ’

SECTION 1.1 Deﬁmtmns Unless tbe context otherw1se requires, the’ terms defined id this
Section shall for all purposes of this Indenture and of any Supplemental Indenture and of the Notes and of
any certificate, opinion, request or other documents herein mentioned have the meanings herein specified,

to be'equally applicable to both the singular and plural forms of any'of the terms heérein defined. In -

addition, all capitalized terms used herein and not otherwise defined in this Section shall have the
respective meamngs gwen such terms in the Installment Sale Agreement

Acgmsxtxon and Constructlon Fun " means the fund by that name establxshed and held by the
Trustee pursuant fo Sectmn 3 Soee

fur

‘ “Addxtlonal Payx_‘gent means the payments so desxgnated and requn'ed to be paxd by the Water
District pursuant to Secnon 4 10 of the Instalhnent Sale Agreement

“Agency” means the Redevelopment Agency of the Cxty of Vlctomlle

“Authong_r” means the chtorwlle J oint Powers Fmancmg Authonty, a joint exercise of powers
agency duly organized and existing pursuant to a Jomt Exercxse of Powers Agreemem dated as of
September 1, 1990, between the Clty and the Agenicy.

“Authorized Representative” means: (a) with respect to the Authority, ifs - President, Vice
President, Executive Director, Treasurer, Secretary or any other person demgnated as an Authorized
Representative of the Authority by a-Written Certificate ‘of the Authonty st gned by 1ts Presxdent Vice
President, Executive Director; Tréasurer or ‘Secretary and” filed ‘with the Water District and thie istee;
and (b) with respect to the Water District; its Chairman; Vice Chamnan ‘Executive Dxrector Dlrector“of
Water Dlstnct Treasurer or any other person demgnated as an Authonzed Representanve of the Water
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District by a Written Certificate of the Water District signed by its Chairman, Vice Chairman, Executive
Director, Director of Water District or Treasurer and filed with the Trustee. :

“Bond Counsel” means (a) Fulbright & Jaworski L.L.P., or (b) any other attorney or firm of
attorneys appointed by or acceptable to the Water District of nationally recognized experience in the
issuance of obligations the interest on which is excludable from gross income for federal income tax
purposes under the Tax Code. i o

“Bond Law” means the Marks-Roos Local Bond Pooling Act of 1985, constituting Article 4
(commencing with Section 6584) of Chapter 5 of Division 7 of Title 1 of the Government Code of the
State, as in existence on the Closing Date or as thereafter amended from time to time.

7 “Business Day” means a dziy (othef than ._a Saturday ora Sﬁnday) on which banks are not required
or authorized to remain closed in the city in which the Office of the Trustee is located.

“Closi’ngk Date” means o, 2009, being the date of delivery of the Notes. [To be
completed upon pricing] . '

“Costs of Issuance” means all items of expense directly or indirectly relating to the authorization,
issuance, sale and delivery of the Notes, including but not limited to printing expenses, filing and
recording fees, fees, expenses and charges of the Water District, the Authority, the Trustee, and their
respective counsel, including the Trustee’s first annual administrative fee, costs of obtaining Permitted
Investment for monies held. in the funds and accounts created and held ‘hereunder, fees, charges and
disbursements of attorneys, financial advisors, accounting firms, consultants and other professionals, fees
and charges for preparation, execution and safekeeping of the Notes and any other cost, charge or fee in
connection with the original issuance of the Notes and the execution and delivery of the Installment Sale

"Agreement,

“Costs_of Issuance Fund” means the fund by that name established and held by the Trustee
pursuant to Section 3.4, : . :

“Depository” means DTC and its successors and assigns or if (a) the then Depository resigns
from its functions as securities depository of the Notes, or (b} the Authority discontinues use of the
Depository pursuant to Section 2.12 hereof, any other securities depository which agrees to follow the
procedures requested to be followed by a securities depository in connection with the Notes and which is

. selected by the Authority with the consent of the Trustee.

“Depository Participant” means a member of, or participant in, the Depository,

“DTC” means The Depository Trust Company, New York, New York, and its successors and
assigns.

“Event of Default™ means any of the events described in Section 8.1.

“Federal Securities” means:

. & Direct obligations of the United States of America (including obligations issued or held
in book-entry form on the books of the Department of the Treasury of the United States of America) or
obligations the timely payment of the principal of and interest on which are fully guaranteed by the
United States of America, including instruments evidencing a direct ownership interest in securities

described in this clause such as Stripped Treasury Coupons rated or assessed in the highest Rating
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Category by S&P and Moody’s and held by a custodian for safekeeping on behalf of holders of such
securities; or

b. Notes or notes which are exempt from federal income taxes and for the payment of which
cash or obligations described in clause (a) of this definition in an amount sufficient to pay the principal of,
premium, if any, and interest on when due have been irrevocably deposited with a trustee or other fiscal
depositary and which are rated in the highest Rating Category by S&P and Moody’s.

“Indenture” means this Indenture of Trust, as originally executed or as it may from time to time
be supplemented, modified or amended by any Supplemental Indenture pursuant to the provisions hereof.

“Independent Accountant” means arry accountant or firm of such accountants appointed and paid
by the Water District or the Authority, and who, or each of whom (a) is in fact independent and not under
domination of the Water District or the Authority; (b) does not have any substantial interest, direct or
indirect, with the Water District or the Authority; and (c) is not connected with the Water District or the
Authority as an officer or employee of the Water District or the Authority, but who may be regularly
retained to make annual or other audits of the books of or reports to the Water District or the Authorlty

“Information Services” means Financial Information, Inc.’s “Daily Called Special Service,” 30
Montgomery Street, 10th Floor, Jersey City, New Jersey 07302, Attention: Editor; Mergent/FIS, Inc.,
5250 77 Center Drive, Suite 150, Charlotte, North Carolina 28217, Attention: Municipal News Reports;
and Kenny S&P, 55 Water Street, 45th Floor, New York, New York 10041, Attention: Notification
Department; and, in accordance with then current guidelines of the Securities and Exchange Commission,
such other addresses and/or such other information services providing information with respect to called

Notes as the Authority or the Water District may designate in a Written Request of the Authority of the
Water District delivered to the Trustee.

“Installment Payments” means the payments required to be paid by the Water District pursuant to
Section 4.4 of the Installment Sale Agreement, including all § prepayments théreof.

“Installment Sale Agzeernent” means that certain Installmem Sale Agreement by and between the
Authority and the Water District, with respect to the sale of the Improvements, dated as of April 1, 2009,

as originally executed and as it may from time to time be supplemented modlﬁed or amended in
accordance w:th the terms thereof and of this Indenture :

“Interest Pavment Date” means June 1 and Decemberl in each year, begmmng December 1,

12009, and continuing so.long as any Notes remain Outstandrng

“Moody’s™ means Moody’s Investors Service, a corporatxon organized and existing under the
laws of the State of Delaware, its successors and their assigns, or; if such corporation shall be dissolved or
hquldated or shall no longer perform the functions of a securities ratmg agency, any other natmnally
recognized securmes rating agency designated by the Authority.

“Nominee” means the nominee of the Depos;tory, ‘which may be the Deposttory, as determmed
from time to time pursuant hereto. .

“Note Service Fund” means the fund by that name establlshed and held by the Trustee pursuant to
Section 4.2(a), .. , g

“Notes” means the Vlctorvxlle Joint Powers Fmancmg Authonty Taxable Wastewater Revenue
Notes, 2009 Series I\% ictorville Water District). '
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“Qffice” means the corporate trust office of the Trustee in Los Angeles, California, or at such
other or additional offices as may be specified in writing to the Authority and the Water District.

“Qutstanding”, when used as of any particular time with reference to Notes, means all Notes
theretofore, or thereupon being, authenticated and delivered by the Trustee under this Indenture except:
(a) Notes theretofore canceled by the Trustee or surrendered to the Trustee for cancellation; (b) Notes
with respect to which all liability of the Authority shall have been discharged in accordance with Section
9.3; and (c) Notes for the transfer or exchange of or in lisu of or in substitution for which other Notes
shall have been authenticated and delivered by the Trustee pursuant to this Indenture.

“Owner”, when used with respect to any Noté, means the person in whose name the ownership of
such Note shall be registered on the Registration Books.

“Bermitted Investments” means any of the following which at the time of investment are legal
investments under the laws of the State for the moneys proposed to be invested therein (the Trustee is
entitled to conclusively rely upon a Written Request of the Water District directing investments as a
certification to the Trustee that such investments are legal investment), but only to the extent that the
same are acquired at fair market value:

(a) Direct obligations of the United States of America (including obligations issued
or held in book-entry form on the books of the Department of the Treasury of the United States of
America) or obligations the timely payment of the principal of and interest on which are fully guaranteed
by the United States of America, including instruments evidencing a direct ownership interest in
securities described in this clause such as Stripped Treasury Coupons rated or assessed in the highest
Rating Category by S&P and Moody’s and held by a custodian for safekeeping on behalf of holders of
such securities. ' :

(b) Notes or notes which are exempt from federal income taxes and for the payment
of which cash or obligations described in clause (a) of this definition in ai amount sufficient to pay the
principal of, premium, if any, and interest on when due have been irrevocably deposited with a trustee or
other fiscal depositary and which are rated in the highest Rating Category by S&P and Moody’s.

©) Obligations, debentures, notes or other evidence of indebtedness issued or
guaranteed by any of the following: Federal Home Loan Bank System, Government National Mortgage
Association, Farmer’s Home Administration, Federal Home Loan Mortgage Corporation or Federal
Housing Administration; provided that with respect to the funds and accounts established under this
Indenture, such obligations shall at no time exceed an amount equal to ten percent (10%) of the aggregate
principal amount of the Notes Outstanding. ' :

{d) Deposit accounts, certificates of deposit or savings accounts (i) fully insured by
the Federal Deposit Insurance Corporation or (if) with banks whose short term obligations are rated no
lower than “A-1” by S&P and “P-1” by Moody’s including those of the Trustee and its affiliates.

(¢ . Federal funds or banker’s vacceptances with a maximum term of one year of any
bank that has an unsecured, uninsured and unguaranteed obligation rating of “Prime-1" or “A3” by
Moody’s and “A-1" or “A” or better by S&P (including the Trustee).

(H Repurchase obligations with a term not exceeding 30 days pursuant to a written
agreement between the Trustee and either a primary dealer on the Federal Reserve reporting dealer list
which falls under the jurisdiction. of the SIPC or a federally chartered commercial bank whose long-term
debt obligations are rated “A” or better by S&P and Moody’s, with respect to any security described in
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clause (1); provided that the securities which are the subject of such repurchase obligation (i} must be free.
and clear of all liens, (ii) in the case of a SIPC dealer, were not acquired pursuant to a repurchase or
reverse repurchase agreement, (iif) must be deposited with the Trustee and maintained through weekly
market valuations in an amount equal to 104% of the invested funds plus accrued interest; and further
provided that the Trustee must have a valid first perfected security interest in such securities. '

(g) Taxable government money market portfolios that have a rating by S&P of “Am-
G” or “Am” or better and rated in one of the three highest rating categories of Moody’s consisting of
securities issued or guaranteed as to payment of principal and interest by the full faith and credit of the
United States, subject to a maximum permissible limit equal to six months of principal and interest on the
Notes including portfolios of the Trustee and its affiliates.

(h) Tax-exempt government money market portfolios that have a rating by S&P of
“Am-G” or “Am” or better and rated in one of the three highest rating categories of Mocdy’s consisting
of securities which are rated in the highest Rating Categories of S&P and Moody’s subject to a maximum
permissible limit equal to six months of principal and interest on the Notes.

Q). Money market funds registered under the Investment Company Act of 1940, the
shares in which are registered under the Securities Act of 1933 and that have a rating by S&P of
“AAAmM-G” or “AAAm” and rated in one of the two highest Rating Categories of Moody's, including
those managed or advised by the Trustee or its affiliates. ,

0] The Local Agency Investment Fund of the State, created pursuant to
Section 16429.1 of the California Government Code, to the extent the Trustee is authorized to register
such investment in its name, ”

(k)  Investment agreements, including guaranteed investment contracts (“GICs™)
forward purchase agreements and reserve fund put agreements with banks or other financial institutions
rated, or guaranteed by institutions rated, or with senior unsecured debt rated, by S&P and Moody’s, in
one of the two highest rating categories assigned by such agencies.

“Record Date™ means, with respect to any Interest Payment Date, the fifteenth (15th) calendar

- day of the month preceding such Interest Payment Date.

, “I'{édemp‘ tion Fund” means the fund by that name cstéblished and held by the Trustee pursuant to
Section 4.2(b). ; : :

 “Régiktration Books” means the hooks maintained by the Trustee pursuant to Section 2.7 for the
registration and transfer of ownership of the Notes. ‘

’ ‘iRéSQonsiblq Officer” means any Vice President, Assistant Vice President or Trust Ofﬁcer or any
other officer of the Trustee having regular responsibility for corporate trust matters related to this
Indentime. - - ~ »-

“Revenue Fund” means the fund by that name established and held by the Trustee pursuant to
Secition4.2. ' ' . . e ] . .

“Revenues” means (a) all amounts received by the Authority or the Trustee. pursuant or with
respect to the Instaflment Sale Agreement, including, without limiting the generality of the foregoing, all
of the Installmient Payments/ (including both timely and delinquent payments, any- late charges, and
whether paid from any source), prepayments, insurance proceeds, condemnation proceeds, but excluding
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any Additional Payments; (b) all moneys and amounts held in the funds and accounts established
hereunder; and {c) investment income with respect to any moneys held by the Trustee hereunder.

“S&P” means Standard & Poor’s, a division of McGraw-Hill, Inc., a corporation organized and
existing under the laws of the State of New York, its successors and their assigns, or, if such corporation
shall be dissolved or liquidated or shall no longer perform the functions of a securities rating agency, any
other nationally recognized securities rating agency designated by the Authority.

“Securities Depositories” means The Depository Trust Company, 55 Water Street, 50th Floor,
New York, N.Y. 10041-0099 Attn. Call Notification Department, Fax (212) 855-7232; and, in accordance
with then current guidelines of the Securities and Exchange Commission, such other addresses and/or
such other securities depositories as the Authority may designate in a Written Request of the Authority
delivered to the Trustee.

“State” means the State of California.

“Supplemental Indenture” means any indenture, agreement, resolution or other instrument
hereafter duly adopted or executed in accordance with the provisions of Section 7.1 of this Indenture.

“Tax Code” means the Internal Revenue Code of 1986 as in effect on the date of issuance of the
Notes or (except as otherwise referenced herein) as it may be amended to apply to obligations issued on
the date of issuance of the Notes, together with applicable proposed, temporary and final regulations
promulgated, and applicable official public guidance published, under the Tax Code.

“Trustee” means The Bank of New York Mellon Trust Company, N.A., appointed by the
Authority to act as trustee hereunder pursuant to Section 6.1, and its assigns or any other corporation or
association which may at any time be substituted in its place, as provided in Section 6.1.

“Water District” means the Victorville Water District, a county water district and a subsidiary

district of the City of Victorville duly organized and existing pursuant to the laws of the State of
California.

“Written Certificate”, “Written Request” and “Written Requisition” of the Authority or the Water
District mean, respectively, a written certificate, request or requisition signed in the name of the Authority
or the Water District by its Authorized Representative. Any such instrument and supporting opinions or
representations, if any, may, but need not, be combined in a single instrument with any other instrument,
opinion or representation, and the two or more so combined shall be read and construed as a single
instrument,

SECTION 1.2 Rules of Construction. All references in this Indenture to “Articles,”
“Sections,” and other subdivisions are to the corresponding Articles, Sections or subdivisions of this
Indenture; and the words “herein,” “hereof,” “hereunder,” and other words of similar import refer to this
Indenture as a whole and not to any particular Article, Section or subdivision hereof.

SECTION13  Equal Security. In consideration of the acceptance of the Notes by the
Owners thereof, this Indenture shall be deemed to be and shall constitute a contract among the Authority,
the Water District, the Trustee and the Owners from time to time of the Notes; and the covenants and
agreements herein set forth to be performed on behalf of the Authority shall be for the equal and
proportionate benefit, security and protection of all Owners of the Notes without preference, priority or
distinction as to security or otherwise of any of the Notes over any of the others by reason of the number
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or date thereof or the time of sale, execution or delivery thereof, or otherwise for any cause whatsoever,
except as expressly provided therein or herein.

ARTICLE I
AUTHORIZATION AND ISSUANCE OF NOTES

SECTION 2.1 - Authorization of Notes. The Authority has reviewed all proceedings
heretofore taken relative to the authorization of the Notes and has found, as a result of such review, and
hereby finds and determines that, as of the date of issuance of the Notes, all things, conditions, and acts
required by law to exist, happen and be performed precedent to and in the issuance of the Notes do exist,
have happened and have been performed in due time, form and manner as required by law, and the
Authority is now authorized, pursuant to the Bond Law and each and every requirement of law, to issue
the Notes in the manner and form provided in this Indenture. = Accordingly, the Authority hereby
authorizes the issuance of the Notes pursuant to the Bond Law and this Indenture.

SECTION2.2 - Terms of Notes. The Notes authorized to be issued by the Authority under
and subject to the Bond Law and the terms of this Indenture shall be designated the “Victorville Joint
Powers Financing Authority Taxable Wastewater Revenue Notes, 2009 Series (Victorville Water
District)” and shall be issued in the original principal amount of Dollars ($ ). [To
be completed upon pricing]. ’

“The Notes shall be issued in fully registered form without coupons in denominations of $100,000
or any integral multiple thereof. The Notes shall be dated the Closing Date, shall mature on
2014 and bear interest at g rate of %. [Tobe completed upon pricing]. o

t

Interest on the Notes shall be payable semiannually calculated based on a 360-day year of twelve
(12) thirty-day months on each Interest Payment Date ‘to the person whose name appears on the
Registration Books as the Owner thereof as-of the Record Date immediately preceding eachsuch Interest
Payment Date, such interest to be paid by check of the Trustee mailed on the Interest Payment Date by
first class mail to the Owner at the address of such Owner as its appears on the Régistration Books;
provided however, that payment of interest will be made by wire transfer in immediately available funds
to an account at a financial institution. in the United States of Ainerica to any Owneér of Notes in the
aggregate principal amount of $1,000,000 ‘or more who shall fumish written wire instructions to the

- Trustee before the applicable Record Date. - Any such written reqiiest shall remain’ in"effect until
rescinded in writing by the Owner.: Ptincipal of any Note and any premium upon redemption shall be

paid by check of the Trustee upon presentation and surrender thereof at the Office of the Trustee.
Principal of and interest and premium (if any) on the Notes shall be payable in lawful money of the
United States of America. .- GoTe e e o

- Each Note shall bear interest from the' Interest Payment Date next preceding the date. of
authentication thereof, unless (a) it is authenticated after a Record Date and on or before the following
Interest Payment Date, in which event it shall bear interest from such Interest Payment Date, or (b) unless
it is authenticated on or before the first Record Date, in which event it shall bear interest from the Closing
Date; provided, however, that if, as of the date of authentication of any Note, interest thereon is in default,
such Note shall bear interest from the Interest Payment Date to which interest has previously been paid or
made available for payment thereon.” " - L . - o
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SECTION2.3  Redemption of Notes.

, (a) Special Mandatorvy Redemption. The Notes shall be subject to special mandatory
redemption as a whole or in part, on a pro rata basis among Owners, on any date, to the extent of the
proceeds of an eminent domain award or proceeds of casualty insurance not used to repair or rebuild the
Wastewater Enterprise, which proceeds may be used for such purpose pursuant to Sections 5.4 or 5.6 of
the Installment Sale Agreement, at a redemption price equal to the principal amount of the Notes to be
redeemed plus interest accrued thereon to the date fixed for redemption, without premium.

-(b) Optional Redemption from Prepayments of Installment Payments. The Notes
shall be subject to redemption, as a whole or in part, on a pro rata basis among Owners, prior to maturity
on any date on or after ____ 1,20, from prepayment of Installment Payments made at the option of the
Water District at the redemption price equal to the principal amount of the Notes to be redeemed, plus
accrued interest thereon to the date of redemption, without premium.

{(c} Notice of Redemption. The Trustee on behalf and at the expense of the
Authority shall mail (by first-class mail, postage prepaid) notice of any redemption to; (i) the respective
Owners of any Notes designated for redemption, at least thirty (30) but not more- than sixty (60) days
prior to the redemption date, at their respective addresses appearing on the Registration Books, and (i)
the Securities Depositories and to one or more Information Services, at least thirty (30) but not more than
sixty (60) days prier to the redemption; provided, however, that neither failure to receive any such notice
so mailed nor any defect therein shall affect the validity of the proceedings for the redemption of such
Notes or the cessation of the accrual of interest thereon. In addition to mailed notice, the notice to the
Securities Depositories and Information Service shall be given by telephonically confirmed facsimile
transmission or overnight delivery service or by such other means approved by such institutions. Such
notice shall state the date of the notice, the redemption date, the redemption place and the redemption
price and shall designate the series, CUSIP numbers, the Note numbers and the maturity or maturities (in
the event of redemption of all of the Notes of such maturity or maturities in whole) of the Notes to be
redeemed, and shall require that such Notes be then surrendered at the Office of the Trustee for
redemption at the redemption price, giving notice also that further interest on such Notes will not accrue
from and after the redemption date. :

{d) Partial Redemption of Notes. In the event only a portion of any Note is called for
redemption, then upon surrender of such Note the Authority shall execute and the Trustee shall
authenticate and deliver to the Owner thereof, at the expense of the Authority, a new Note or Notes of the
same series and maturity date, of authorized denominations in aggregate principal amount equal to the
unredeemed portion of the Note to be redeemed.

(e) Effect of Redemption. From and afier the date fixed for redemption, if funds
available for the payment of the principal of and interest (and premium, if any) on the Notes so called for
redemption shall have been duly provided, such Notes so called shall cease to be entitled to any benefit
under this Indenture other than the right to receive payment of the redemption price, and no interest shall
accrue thereon from and after the redemption date specified in such notice. ‘All Notes redeemed pursuant
to this Section shall be canceled and shall be destroyed by the Trustee.

SECTION24  Ferm of Notes. The Notes, the form of Trustee’'s certificate of
authentication, and the form of assignment to appear thereon, shall be substantially in the forms set forth
in Exhibit A attached hereto and by this reference incorporated herein, with necessary or appropriate
variations, omissions and insertions, as permitted or required by this Indenture.
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 hereinbefore provided.

SECTION 2.5  Execution of Notes. The Notes shall be signed in the name and on behalf of
the Authority with the manual or facsimile signature of its President and attested by the manual or
facsimile signature of its Secretary. The Notes shall then be delivered to the Trustee for authentication by
it. In case any officer who shall have signed any of the Notes shall cease to be such officer before the
Notes so signed shall have been authenticated or delivered by the Trustee or issued by the Authority, such
Notes may nevertheless be authenticated, delivered and issued and, upon such authentication, delivery
and issue, shall be as binding upon the Authority as though the individiial who signed the same had
continued to be such officer of the Authority. Also, any Note may be signed on behalf of the Authority
by any individual who on the actual date of the execution of such Note shall be the proper officer
altheugh on the nominal date of such Note such individual shall not have been such officer.

Only those Notes that bear thereon a certificate of authentication in substantially the form set
forth in Exhibit A, manually executed by the Trustee, shall be valid or obligatory for any purpose or
entitled to the benefits of this Indenture, and such certificate of the Trustee shall be conclusive evidence
that the Notes so authenticated have been duly authenticated and delivered hereunder and are entitled to
the benefits of this Indenture. ‘

SECTION2.6  Transfer and Exchange of Notes.

, (a) Transfer of Notes, The registration of any Note may, in accordance with its
terms, be transferred upon the Registration Books by the person in whose name it is registered, in person
or by his duly authorized attorney, upon surrender of such Note for cancellation at the Office of the
Trustee, accompanied by delivery of'a written instrurent of transfer in a form acceptable to the Trustee,
duly executed. Whenever any Note or Notes shall be surrendered for registration of transfer, the Trustee
shall execute and :deliver a new Note or Notes of the same series, maturity, interest rate and aggregate
principal amount, in any-authorized denominations. The Authority shall pay all costs of the Trustee
incurred in connection with any such ‘transfer, except that the Trustee may require the payment by the
Note Owner of any.tax or other governmental charge required to be paid with respect to such transfer.
Provided, however, that no transfer of Notes shall be made by the Trustee unless the Trustee has received
from the transferee, and delivered to the Authority, an investor’s letter substantially ini the form of
Appendix C hereto, o gdn S

(b) Exchange of Notes. Notes may be exchanged at the Office of the Trustee, for a
like aggregate principal amount of Notes of other authorized denominations of the same series, interest

rate and maturity.. The Authority. shall‘pay all costs of the Trustee incurred in connéétion ‘with any-such 1

exchange, except that the Trustee may require the payment by the Note Owner requesting such excharnge

of any tax or other governmental charge required to be paid wit};’reSpect to .such' exchange. ¢' *
L P () Limi-tat_ions on Transfer or Exchange: « The Trustee miy refiise to transfer or

ei;:ljir‘iggjéiiiﬁer (i) any Note during the period established by the Trusteé for the seléction of Notes for
redemption pursuant to Section 2.3, or- (ii) the portion of any Note which the Trustee has Selected for

redemption pursuant to the provisions of Section 2.3.

-, . SECTION2.7  Registration Books. The Trustee will kéep 6t cause to be kept, at its Office,
sufficient records for the registration and transfer of the Notes, which $hall af all tisiies during notrmal
business hours, and upon reasonable notice, be open to' inspection by thie Water District and the Authority;
and, upon presentation for.such purpose, the Trustee shall, under such réasonable régulations as ‘it may
prescribe, register. or transfer or cause to be registered or transferred;-on the Registration Books, Notes as
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SECTION 2.8 Issuance in Temporary Form. The Notes may be issued initially in
temporary form exchangeable for definitive Notes when ready for delivery. The temporary Notes may be
printed, lithographed or typewritten, shall be of such denominations as may be determined by the
Authority and may contain such reference to any of the provisions of this Indenture as may be
appropriate.  Every temporary Note shall be executed by the Authority and be registered and
authenticated by the Trustee upon the same conditions and in substantially the same manner as the
definitive Notes. If the Authority issues temporary Notes, it will execute and furnish definitive Notes
without delay, and thereupon the temporary Notes may be surrendered, for cancellation, in exchange
therefor at the Office of the Trustee, and the Trustee shall authenticate and deliver in exchange for such
temporary Notes an equal aggregate principal amount of definitive Notes of authorized denominations.
Until so exchanged, the temporary Notes shall be entitled to the same benefits under this Indenture as
definitive Notes authenticated and delivered hereunder.

SECTION29  Notes Mutilated, Lost, Destroyed or Stolen. If any Note shall become
mutilated, the Authority, at the expense of the Owner of said Note, shall execute, and the Trustee shall
thereupon authenticate and deliver, a new Note of like series, tenor and authorized denomination in
exchange and substitution for the Note so mutilated, but only upon surrender to the Trustee of the Note so
mutilated. Every mutilated Note so surrendered to the Trustee shall be canceled by it and delivered to, or
upon the order of, the Authority. If any Note issued hereunder shall be lost, destroyed or stolen, evidence
of such loss, destruction or theft may be submitted to the Trustee and, if such evidence be satisfactory to
the Trustes and indemnity for the Authority and the Trustee satisfactory to the Trustee shall be given, the
Authority, at the expense of the Note Owner, shall execute, and the Trustee shall thereupon authenticate
and deliver, a new Note of like series and tenor in lieu of and in substitution for the Note so lost,
destroyed or stolen (or if any such Note shall have matured or shall have been called for redemption,
instead of issuing a substitute Note the Trustee may pay the same without surrender thereof upon receipt
of indemnity for the Authority and the Trustee satisfactory to the Trustee). The Authority may require
payment of a reasonable fee for each new Note issued under this Section and of the expenses which may
be incurred by the Authority and the Trustee. Any Note issued under the provisions of this Section in lieu
of any Note alleged to be lost, destroyed or stolen shall constitute an original contractual obligation on the
part of the Authority whether or not the Note alleged to be lost, destroyed or stolen be at any time
enforceable by anyone, and shall be equally and proportionately entitled to the benefits of this Indenture
with all other Notes secured by this Indenture.

SECTION 2.10 Book-Entry System; Limited Obligation. The Notes shall be initially
executed, authenticated and delivered in the form of a separate single fully registered Note (which may be
typewritten) for each of the maturities of the Notes. Upon initial execution, authentication and delivery,
the ownership of each such global Note shall be registered in the Note Register in the name of the
Nominee as nominee of the Depository. Except as provided in Section 2.12 hereof, all of the Outstanding
Notes shall be registered in the Note Register kept by the Trustee in the name of the Nominee and the
Notes may be transferred, in whole but not in part, only to the Depository, to a successor Depository or to
another nominee of the Depository or of a successor Depository, Each global Note shall bear a legend
substantially to the following effect: “UNLESS THIS NOTE IS PRESENTED BY AN AUTHORIZED
REPRESENTATIVE OF THE DEPOSITORY (AS DEFINED IN THE INDENTURE OF TRUST) TO
THE TRUSTEE FOR REGISTRATION OF TRANSFER, EXCHANGE, OR PAYMENT, AND ANY
NOTE ISSUED IS REGISTERED IN THE NAME OF CEDE & CO. OR IN SUCH OTHER NAME AS
IS REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITORY (AND ANY
PAYMENT IS MADE TO CEDE & CO. OR TO SUCH OTHER ENTITY AS IS REQUESTED BY AN
AUTHORIZED REPRESENTATIVE OF THE DEPOSITORY), ANY TRANSFER, PLEDGE, OR
OTHER USE HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL

INASMUCH AS THE REGISTERED OWNER HEREOF, CEDE & CO., HAS AN INTEREST
HEREIN.”




———

With respect to Notes registered in the Note Register in the name of the Nominee, the Authority
and the Trustee shall have no responsibility or obligation to any Depository Participant or to any person
on behalf of which such a Depository Participant holds a beneficial interest in the Notes. Without
limiting the immediately preceding sentence, the Authority and the Trustee shall have no responsibility or
obligation with respect to (a) the accuracy of the records of the Depository, the Nominee or any
Depository Participant with respect to any beneficial ownership interest in the Notes, (b) the delivery to
any Depository Participant, beneficial owner or any other person, other than the Depository, of any notice
with respect to the Notes, including any Redemption Notice, (c) the selection by the Depository and the
Depository Participants of the beneficial interests in the Notes to be redeemed in part, or (d) the payment
to any Depository Participant, beneficial owner or any other person, other than the Depositoty, of any
amount with respect to principal of, interest on, or premium, if any, of the Notes. The Authority and the
Trustee may treat and consider the person in whose name each Note is registered in the Note Register as
the holder and absolute Owner of such Note for the purpose of payment of principal of, premium, if any,
and interest on the Note, for the purpose of giving Redemption Notices with respect to the Notes and
other notices with respect to the Notes, and for all other purposes whatsoever, including, without
limitation, registering transfers with respect to the Notes.

The Trustee shall pay all principal of; pfcrnium, if any, and interest on the Notes only to or upon

. the order of the respective Note Owners, as shown in the Note Register kept by the Trustee, or their

respective attorneys duly authorized in writing, and all such payments shall be valid hereunder with
respect o payment of principal of, premium, if any, and interest on, the Notes to the extent of the sum or
sums so paid. No person other than a Note Owner, as shown in the Note Register, shall receive a Note
evidencing the obligation to make payments of principal of, premium, if any, and interest on such Note
pursuant to this Indenture of Trust. Upon delivery by the Depository to the Trustee and the Authority 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 of Trust shall refer to such new nominee of the Depository. ‘

v SECTION 2.11  Representation Letter. In order to qualify the Notes for the Depdsitory’s
book-entry system, the Authorized Representative is hereby authorized to execute, countersign and
deliver on behalf of the Authority to such Depository a letter from the Authority representing such matters
as shall be necessary to so qualify the Notes (the “Representation Letter”).. The execution and delivery of
the Representation Letter shall not in any way limit the provisions of Section 2.10 hereof or in ‘any-other
way impose upon the Authority or the Water District any obligation whatsoever with respect to persons
having beneficial interests in the Notes other than the Owners, as shown in the Note Register kept by the
Trustee. In the written acceptance by the Trustee of the Representation Letter, the Trustee shall agree,
and hereby agrees, to take all actions necessary for all representations of the Trustee in the Representation
Letter. with respect to the Trustee to- at all times be complied with. In addition to the execution and
delivery of the Representation Letter, the Authority Representative and all other officers of the Authority,
and their respective deputies and designees, each is hereby authorized to take any other actions, not
inconsistent with this Indenture of Trust, to qualify the Notes for the Depository’s book-entry program.

SECTION 2.12  Transfers Outside Book-Entry System. If at any time the Depository
notifies the Authority that it is unwilling or unable to-continue as Depository with respect to the Notes or
if at any time the Depository shall no longer be registered or in good standing under the Seciitities
Exchange Act or other applicable statute or regulation and a successor Depository is not appointed by the
Authority within 90 days after the Authority receives notice or becomeés aware of such condition, as the
case may be, Section 2.10 hereof shall no longer be applicable and the Authority shall execute and the
Trustee shall authenticate and deliver bonds representing the Notes ‘as provided below. In addition, the
Authority may determine at any time that the' Notes shall no longer be represented by global bonds and

‘that the provisions of Section 2.10 hereof shall no longer apply to the Notes. In any such event the
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Authority shall execute and the Trustee shall authenticate and deliver bonds representing the Notes as
provided below. Notes executed, authenticated and delivered in exchange for global bonds pursuant to
this Section shall be registered in such names and delivered in such Authorized Denominations as the
Depository, pursuant to instructions from the Depository Participants or otherwise, shall instruct the
Authority and the Trustee. The Trustee shall deliver such Notes representing the Notes to the persons in
whose names such Notes are so registered. '

If the Authority determines to replace the Depository with another qualified securities depository,
the Authority shall prepare or cause to be prepared a new fully-registered global Note for each of the
maturities of the Notes, registered in the name of such successor or substitute securities depository or its
nominee, or make such other arrangements as are acceptable to the Authority, the Trustee and such
securities depository and not inconsistent with the terms of this Indenture of Trust.

SECTION 2.13 Payments and Notices to the Nominee. Notwithstanding any other
provision of this Indenture of Trust to the contrary, so long as any Note is registered in the name of the
Nominee, all payments of principal of, premium, if any, and interest on such Note and all notices with
respect to such Note shall be made and given, respectively, as provided in the Representation Letter or as
otherwise instructed by the Depository.

‘ SECTION 2.14 Initial Depository and Nominee. The initial Depository under this Indenture
of Trust shall be DTC. The initial Nominee shall be Cede & Co., as nominee of DTC,

ARTICLE I

ISSUANCE OF NOTES AND APPLICATION OF PROCEEDS
SECTION 3.1  Issuance of Notes. Upon the execution and delivery of this Indenture, the
Authority shall execute and deliver Notes in the aggregate principal amount of

Dollars ($ ) and shall deliver the Notes to the Trustee for authentication upon the Written
Request of the Authority.

SECTION 3.2  Application of Proceeds and Other Moneys. Upon the receipt of payment
for the Notes on the Closing Date, the Trustee shall deposit the full amount thereof as follows:

(a) The Trustee shall transfer to the Costs of Issuance Fund the amount of
(b) The Trustee shall transfer to the Acquisition and Construction Fund the amount
of §

© The Trustee shall transfer to the Note Service Fund the amount of $
which amount shall be used pay interest on the Notes.

—_—2

The Trustee may, in its discretion, establish a temporary fund or account in its books and records
to facilitate such transfers,
SECTION 3.3 Reserved.

SECTION 3.4 Costs of Iséuance Fund. The Trustee shall establish, maintain and hold in
trust a separate fund to be known as the “Costs of Issuance Fund.” The Trustee shall disburse moneys in
the Costs of .Is'suance Fund from time to time to pay Costs of Issuance (or to reimburse the Authority for
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payment of Costs of Issuance) upon receipt by the Trustee of a Written Request of the Authority,
substantially in the form of the first such request delivered by the Authority to the Trustee on the Closing
Date, which: (a) states with respect to each disbursement to be made (i) the requisition number, (if) the
name and address of the person, firm or corporation to whom payment will be made, (iif) the amount to
be disbursed, (iv) that each obligation mentioned therein is a proper charge against the Costs of Issuance
Fund, and has not previously been disbursed by the Trustee from amounts in the Costs of Issuance Fund,
and (v) that the amount of such disbursement is for payment of Costs of Issuance incurred and payable by
the Authority; (b) specifies in reasonable detail the nature of the obligation; and (c) is accompanied by a
bill or statement of account (if any) for each obligation. Upon the earlier of 180 days from the Closing
Date, or the filing with the Trustee of a Written Certificate of the Authority stating that all Costs of
Issuance have been paid, the Trustee shall withdraw all amounts then on deposit in the Costs of Issuance
Fund and transfer such amounts to the Note Service Fund. '

SECTION 3.5  Acquisition and Construction Fund. The Trustee shall establish, maintain
and hold in trust a separate fund to be known as the “Acquisition and Construction Fund.” Before any
payment from the Acquisition and Construction Fund shall be made, the Water District shall file or cause
to be filed with the Trustee, a Requisition of the Water District which shall be substantially in the form
attached hereto as Exhibit B, The Trustee shall be entitled to rely on the representations of the Water
District contained in such Requxsxtxon and shall not be requn‘ed to mdependenﬂy verify the contents of
stch Requisition.

© Within five (5) Business Days following receipt of each such Requisition, the Tmstee shall pay
the amount set forth in such Requisition as directed by the terms thereof out of the Acqulsltlon and
Construction Fund. Upon the Request of the Water District accompanied by a Certificate of the Water
District stating that-all Acquisition and Construction Costs have béen paid or provision made for their
payment, any unexpended moneys in the Acquisition and Construction Fund may be used to pay the costs
associated with any’ other improverients to the Wastewatér Entezpnse Any unexpended moneys in the
Acquisition and Conpstruction Fund subsequient to the payment of all Acquisition and Construction Costs
which are not used to pay the cost of other improvements to the Wastewater Enterprise ‘shall be
transferred to the Note Service Fund upon receipt by the Trustee of a Request of the Water District
accompanied by a Certificate of the Water District statmg that all Acqmsxtxon and Constructwn Costs
have been pa;d or provision made for thelr payment;

SECTION 3.6 Vahdlty of Notes. The vahdxty of the authonzatlon and issuance of the Notes
shall not be affected in any way by any proceedings taken by the Authority or the Trustee with respect to
or in connection with the Installment Salé Agreement and the recital confained iri the Notes that the same
are issued pursuant to the Bond Liaw sHall be concluswe ev1dence of thelr vahdxty and of the regulanty of
their issuance. ’

ARTICLE IV

o REVENUES FLOW OF FUN])S

= SECTION 4.1 - Ass;gnment of Revenues The Authonty hereby assxgns to the Trustee, on
behalf of the Owners, all of the Authority’s right; title afid ‘intéfést to and in the' Reveniies. ~This
assignment is an assignment of all of the Authority’s right, title and interest in and to the Revenues, and
such right, title and interest, and thie Revenues constitite property of the Trustee on behalf of the Owners
of the Notes. "Subject to Séction 4:3, all Revenues the Trisstee collects and receives shall be applied to the
- payment of prinicipal of and intefest and ‘premitim (if any) on'the Notes equaiiy, without pnonty for
series, issue; number or date -in accordance w1th the termis hereof So long as any of the Notes are
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Outstanding, the Revenues and such moneys shall not be used for any other purpose; except that a portion
of the Revenues may be used for purposes as expressly permitted by Section 4.2 hereof.

The assignment under this section to the Trustee is solely in the Trustee’s capacxty as Trustee
under this Indenture and the duties, powers and liabilities of the Trustee in acting pursuant to such
a551grment shall be subject to the provisions of this Indenture, including, without limitation, the
provisions of Article VI hereof. The Trustee shall not be responsible for any representations, warranties,
covenants or obligations of the Authority,

SECTION 4.2 Recelpt, Deposit and Apphcatlon of Revenues. Except as prov1ded in
Section 4.3 hereof with. regard to the deposit of eamings on investments, all of the Revenues shall be

~ deposited by the Trustee immediately upon receipt in the Revenue Fund (which the Trustee shall establish

and hold in trust hereunder). Amounts in the Revenue Fund shall be applied solely for the uses and
purposes set forth herein. The Trustes shall withdraw amounts on deposit in the Revenue Fund and apply
such amounts at the times and for the purposes, and in the priority, as follows:

(a) Note Service Fund On or before the fifteenth (15th) calendar day of the month
precedmg each Interest Payment Date, so long as any Notes remain. Outstanding hereunder, the Trustee
shall withdraw from the Revenue Fund and deposnt into the Note Service Fund (which the Trustee shall
establish and hold in trust hereunder) an amount which is at least equal to the aggregate amount of
principal of and interest coming due and payable on the Notes on such Interest Payment Date.
Notwithstanding the foregoing sentence, in the event that insufficient funds are on hand in the Revenue
Fund to make the transfer described in the sentence above, then such transfer shall be made in an amount

‘equal to the total amount on deposit in the Revenue Fund and amounts on deposit in the Note Service

Fund shall be used to make up any, shortfall. So long as sufficient amounts are on deposit in the Note
Service Fund to make up such shortfall, failure to transfer an amount which is at least equal to the
aggregate amount of pnnclpal of and interest. coming due and payable on the Notes on or before the
fifieenth (15th) calendar day of the. month preceding any Interest Payment Date shall not constitute an
Event of Default hereunder or under.the Installment Sale Agreement.

Amounts in the Note Service Fund shall be applied by the Trustee solely for the purpose of
paying the principal of and interest on the Outstanding Notes when and as such principal and interest
becomes due and payable (including accrued interest on any Notes purchased or redeemed pursuant
hereto).

If after all of the Notes have been paid or deemed to have been paid, there are moneys remaining
in the Note Service Fund, such 3 moneys shall be transferred by the Trustee to the Water District, after the
payment of any outstanding fees and expenses of the Trustee.

(b) Redemption Fund. The Trustee shall deposxt into the Redemption Fund all
amounts required to redeem any Notes which are subject to redemption pursuant to Sections 2. 3(a) or (b)
when and as such amounts become available. Amounts in the Redemption Fund shall be applied by the
Trustee solely for the purpose of paying the redemption price of Notes to be redeemed pursuant to
Sections 2.3(a) or (b). Following any such redemption of all of the Notes, any moneys remaining in the
Redemption Fund shall be transferred by the Trustee to the Water District.

SECTION4.3  Investments. All moneys in any of the funds or accounts established with the
Trustee pursuant ‘to_this Indenture shall be invested by.the Trustee solely in Permitted Investments, as
directed pursuant to the Wntten Request of the Water District filed with the Trustee at least two- (2)
Busmess Days in advance of the making of such investments. In the absence of any such directions from
the Water District, the Trustee shall invest any such moneys in Permitted Investments described in

80507383.3 _ 15




P

paragraph (i) of the definition thereof. Obligations purchased as an investment of moneys in any fund
shall be deemed to be part of such fund or account. All interest or gain derived from the investment of
amounts in any of the funds or accounts established hereunder shall be deposited in the fund or account
from which such investment was made. For purposes of acquiring any investments hereunder, the
Trustee may commingle funds held by it hereunder. The Trustee may act as sponsor, principal or agent in
the acquisition or disposition of any investment. The Trustee shall incur no liability for losses arising
from any investments made pursuant to this Section.

The Trustee may sell, or present for prepayment, any Permitted Investment so purchased by the
Trustee whenever it shall be necessary in order to provide moneys to meet any required payment, transfer,
withdrawal or disbursement from the fund to which such Permitted Investment is credited, and the
Trustee shall not be liable or responsible for any loss resulting from any such Permitted Investment.

The Authority (and the Water District by its execution of the Installment Sale Agreement)
acknowledge that to the extent regulations of the Comptroller of the Currency or other applicable
regulatory entity grant the Authority or the Water District the right to receive brokerage confirmations of
security transactions as they occur, the Authority and the Water District specifically waive receipt of such
confirmations to the extent permitted by law. The Trustee will furish the Authority and the Water
District periodic cash transaction statements which include detail for all investment transactions made by
the Trustee hereunder: ' :

SECTION 44 Acquisition, Dispesition and Valuation of Investments.

(a) All investments of amounts deposited in any fund or account created by or
pursuant to this Indenture, or otherwise containing gross proceeds of the Notes, shall be acquired and
disposed of at fair market value, provided the Trustee is not responsible to determine fair market value.

Notwithstanding anything to the contrary herein, in making any valuations of investments
hereunder, the Trustee may utilize computerized securities pricing services that may be available to it, .
including those available through its regular accounting system and rely thereon. T B

ARTICLEV - |
COVENANTS OF THE AUTHORITY; SPECIAL TAX COVENANTS

-~ - SECTIONS1  Punctual Payment; Compliance With Documents.’ The Authority shall
punctually pay or cause to be paid the interest and principal to become due with respect to all of the Notes
in strict conformity with the terms of the Notes and of this Indenture, and will faithfully observe and
perform all of the conditions, covenants and. requirements of this Indenture and all ‘Supplemental
Indentures. sl Co S-S S S ' o

. .SECTIONS5.2  Extension of Payment of Notes. - The Authority” shall not directly or
indirectly extend or assent to the extension of the maturity of any of the Notes ‘of the time of payment of
any claims for interest by the purchase of such Notes or by any other arrangement, and in case the
maturity of any of the Notes or the time of payment of any such‘claims for interest shall bé extended, such
Notes or claims for interest shall not be entitled, in case of any"default hereunder, to the benefits of this

Indenture, except subject to-the prior payment in full:of the principal of all of the Notes then Outstanding

and of all claims for interest thereon which shall not have been'so'extended: ‘Nothing in this Seétion shall
be deemed to limit the right of the Authority to issue Notes for the purpose of refunding any Qutstanding
Notes, and such issuance shall not be deemed to constitute an extension of maturity of the Notes.
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SECTIONS.3  Against Encumbrances. The Authority shall not create, or permit the
creation of, any pledge, lien, charge or other encumbrance upon the Revenues and other assets pledged or
assigned under this Indenture while any of the Notes are Outstanding, except the pledge and assignment
created by this Indenture. Subject to this limitation, the Authority expressly reserves the right to enter
into one or more other indentures for any of its corporate purposes, and reserves the right to issue other
obligations for such purposes.

SECTIONS.4  Power to Issue Notes and Make Pledge and Assignment. The Authority is
duly authorized pursuant to law to issue the Notes and to enter into this Indenture and to pledge and
assign the Revenues and other assets purported to be pledged and assigned, respectively, under this
Indenture in the manner and to the extent provided in this Indenture. The Notes and the provisions of this
Indenture are and will be the legal, valid and binding special obligations of the Authority in accordance
with their terms, and the Authority and the Trustee shall at all times, subject to the provisions of Article
VI and to the extent permitted by law, defend, preserve and protect said pledge and assignment of
Revenues and other assets and all the rights of the Note Owners under this Indenture against all claims
and demands of all persons whomsoever. -

SECTIONS.S  Accounting Records and Financial Statements. The Trustee shall at all
times keep, or cause to be kept, proper books of record and account, prepared in accordance with
corporate trust industry standards, in which complete and accurate entries shall be made of all transactions
made by it relating to the proceeds of Notes, the Revenues, the Installment Sale Agreement, and all funds
and accounts held by the Trustee under this Indenture. Such books of record and account shall be
available for inspection by the Authority and the Water District, during business hours and under
reasonable circumstances, '

SECTIONS.6  No Additional Obligations. The Authority covenants that no additional
bonds, notes or other indebtedness shall be issued or incurred which are payable out of the Revermes in
whole or in part.

SECTIONS.7  Reserved.

SECTION 5.8  Installment Sale Agreement. The Trustee shall promptly collect all amounts
due from the Water District pursuant to the Installment Sale Agreement. Subject to the provisions of
Article VI, the Trustee shall enforce, and take all steps, actions and proceedings which the Trustee
determines to be reasonably necessary for the enforcement of all of its rights thereunder as assi gnee of the
Authority and for the enforcement of all of the obligations of the Water District under the Installment Sale
Agreement.

SECTIONS.9  Waiver of Laws. The Authority shall not at any time insist upon or plead in
any manner whatsoever, or claim or take the benefit or advantage of, any stay or extension law now or at
any time hereafter in force that may affect the covenants and agreements contained in this Indenture or in
the Notes, and all benefit or advantage of any such law or laws is hereby expressly waived by the
Authority to the extent permitted by law.

SECTION5.10  Further Assurances. The Authority 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 Trustee and Owners of the Notes the rights and benefits provided in this Indenture.




ARTICLE VI
THE TRUSTEE

SECTION 6.1 Appointment of Trustee. The Bank of New York Mellon Trust Company,
N.A. in Los Angeles, California, a national banking association organized and existing under and by
virtue of the laws of the United States of America, is hereby appointed Trustee by the Authority for the
purpose of receiving all moneys required to be deposited with the Trustee hereunder and to allocate, use
and apply the same as provided in this Indenture. The Authority agrees that it will maintain a Trustee
having a combined capital and surplus of at least Fifty Million Dollars (850,000,000), and subject to
supervision or examination by federal or State authority, so long as any Notes are Outstanding. If such
bank or trust company 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 purpose 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 6.2  Payment of Notes; Registration Books. The Trustee is hereby authorized to
pay the Notes when duly presented for payment at maturity, or on redemption or purchase prior to
maturity, and to cancel all Notes upon payment thereof. The Trustee shall keep accurate records of all
funds administered by it and of all Notes paid and discharged. The Trustee will keep or cause to be kept
at its Office sufficient books for the registration and transfer of the Notes, which shall at all times during
regular business hours be open to inspection by the Water District and the Authority. Upon presentation
for such purpose, the Trustee shall, under such reasonable regulations as it may prescribe, register or
transfer or cause to be registered or transferred, on said books, as provided in this Indenture with respect
to the Notes. : Co

SECTION 6.3 Acceptance of Trusts. The Trustee hereby accepts the trusts imposed upon it
by this Indenture, and agrees to perform said trusts, but only upon and subject to the following express
terms and conditions:

(a)  The Trustee undertakes to perform such duties and only such duties as are
specifically set forth in this Indenture. In case an Event of Default hereunder has occurred (which has not
been cured or waived) the Trustee may exercise such of the rights and powers vested in it by this
Indenture, and shall use the same degree of care and skill in their exercise, as a prudent trustee would
exercise or use under the circumstances, - e ' ’

. (b) The Trustee may execute any of the trusts or powers hereof and perform the
duties required of it hereunder by or through attorneys, agents, or receivers, and shall have no:liability for
the actions of any such attorney, agent or receiver chosen with reasonable care, and the Trustée shall be
entitled to advice of counsel concerning all matters of trust and its duty hereunder. The Trustee shall riot
be Liable for any action taken or not taken in reliance upon advice or opinion of such counsel. - -

(¢) . The Trustee shall not be responsible for any recital herein, or in the Notes, or for
arly of the supplements thereto or, instruments of further assurance, or for the sufficiency of the security
for the Notes issued hereunder or intended to be secured hereby and the Trustee shall not be bound 'to
ascertain or inquire as to the observance or performance of any covenants, conditions or agreements on

the part of the Authority hereunder,. The Trustee shall not be responsible or liable for any loss suffered in

connection with any investment of funds 1made by it in accordance with Section 4.3 of this Indenture.

{d) ‘Th‘c;' Ti:ustee ‘_sha'll not be accountable for the use of ény proceeds of sale of the
Notes delivered hereunder. The Trustee may become the Owner of Notes secured hereby with the same
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rights which it would have if not the Trustee; may acquire and dispose of other bonds or evidence of
indebtedness of the Authority with the same rights it would have if it were not the Trustee; and may act as
a depository for and permit any of its officers or directors to act as a member of, or in any other capacity
with respect to, any committee formed to protect the rights of Owners of Notes, whether or not such
comrmittee shall represent the Owners of the majority in principal amount of the Notes then Outstanding,

(e) In the absence of bad faith on its part, the Trustee shall be protected in-acting
upon any notice, request, consent, certificate, order, affidavit, letter, telegram, requisition, facsimile
transmission, electronic mail or other paper or document believed by it to be genuine and correct and to
have been signed or sent by the proper person or persons. Any action taken or omitted to be taken by the
Trusiee in good faith and without negligence pursuant to this Indenture upon the request or authority or
consent of any person who at the time of making such request or giving such authority or consent is the
Owner of any Note, shall be conclusive and binding upon all future Owners of the same Note and upon
Notes issued in exchange therefor or in place thereof. The Trustee shall not be bound to recognize any
person as an Owner of any Note or to take any action at his request unless the ownership of such Note by
such person shall be reflected on the Registration Books.

(H As to the existence or nom-existence of any fact or as to the sufficiency or
validity of any instrument, paper or proceeding, the Trustee shall be entitled to rely upon a Written
Certificate of the Water District or a Written Certificate of the Authority as sufficient evidence of the
facts therein contained and prior to the occurrence of an Event of Default heteunder of which the Trustee
has been given notice or is deemed to have notice, as provided in Section 6.3(h) hereof, shall also be at
liberty to accept a similar certificate to the effect that any particular dealing, transaction or action is
necessary or expedient, but may at its discretion secure such further evidence deemed by it to be
necessary or advisable, but shall in no case be bound to secure the same. The Trustee may accept a
Written Certificate of the Authority to the effect that an authorization in the form therein set forth has
been adopted by the Authority, as conclusive evidence that such authorization has been duly adopted and
is in full force and effect.

{g) The permissive right of the Trustee to do things enumerated in this Indenture
shall not be construed as a duty and it shall not be answerable for other than its negligence or willful
misconduct. The immunities and exceptions from liability of the Trustee shall extend to its officers,
directors, employees and agents. ' '

(h) The Trustee shall not be required to take notice or be deemed to have notice of
any Event of Default hereunder or under the Installment Sale Agreement, except failure by the Water
District to make any of the payments to the Trustee required to be made by the Water District pursuant to
the Installment Sale Agreement, or failure by the Authority to file with the Trustee any document required
by this Indenture to be so filed subsequent to the issuance of the Notes, unless a Responsible Officer the
Trustee shall be specifically notified in writing of such default by the Owners of at least twenty-five
percent (25%) in aggregate principal amount of the Notes then Outstanding and all notices or other
instruments required by this Indenture or under the Installment Sale Agreement to be delivered to the
Trustee must, in order to be effective, be delivered at the Office of the Trustee, and in the absence of such
notice so delivered the Trustee may conclusively assume there is no Event of Default hereunder or
thereunder except as aforesaid. '

(i) At any and all reasonable times the Trustee, and its duly authorized agents,
attorneys, experts, engineers, accountants and representatives, shall have the right (but not the duty) fully

- 1o inspect the Wastewater Enterprise, all books, papers and records of the Water District or the Authority

pertaining to the Wastewater Enterprise and the Notes, and to take such memoranda from and with regard
thereto as may be desired but which is not privileged by statute or by law.
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() The Trustee shall not be required to give any bond or surety in respect of the.
execution of the said trusts and powers or otherwise in respect of the premises.

(k) Notwithstanding anything elsewhere in this Indenture with respect to the
execution of any Notes, the withdrawal of any cash, the release of any property, or any action whatsoever
within the purview of this Indenture, the Trustee shall have the right, but shall not be required, to demand
any showings, certificates, opinions, appraisals or other information, or corporate action or evidence
thereof, as may be deemed desirable for the purpose of establishing the right of the Authority to the
execution of any Notes, or the right of the Water District or the Authority to the withdrawal of any cash,
or the taking of any other action by the Trustee.

€] Before taking the action referred to in Section 8.3 the Trustee may require that a
satisfactory indemmnity bond be furnished for the reimbursement of all expenses to which it may be put
and to protect it against all liability, except liability which is adjudicated to have resulted from its
negligence or willful default in connection with any such action.

(m)  All moneys received by the Trustee shall, until used or applied or invested as
herein provided, be held in trust for the purposes for which they were received but need not be segregated
from other funds except to the extent required by law. The Trustee shall not be under any liability for
interest on any moneys received hereunder except such as may be agreed upon,

n) No provision in this Indenture shall require the Trustee to risk or expend its own
funds or otherwise incur any financial liability in the performance of any- of its duties hereunder. The
Trustee shall provide the Authority and the Water District with seven days’ notice prior to making any
advance of its own funds hereunder, and, if the Water District or the Authority does not provide moneys
in the amount needed, the Trustee shall be entitled to interest on the amounts advanced at a rate equal to
the then 3-month certificates of deposit rate (by reference to the Wall Street Journal); provided that no .
such prior notice need be given and such interest on amounts advanced shall accrue from the date of any
such advance following the occurrence of an Event of Default hereunder, 2 -

{0) The Trustee shiall 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 Notes: ! S ‘

- (p) '“I-‘he\,Tmsteef shall' not be liable for any action taken or not taken by it in
accordance with the direction of Owners of a majority (or other percentage provided for herein) in

aggregate. principal amount of the Notes Outstanding relating to the exercise of any right, power or

remedy available to the Trustee.

(@) The Trustee shall not be considered in breach of or in default in its obligations
hereunder or progress-in. respect thereto in the-event of énforced delay (“unavoidable delay™) in the
performance of such obligations due to unforeseeable causes beyond its control and witheut its fault or
negligence, including; but not limited to, Acts of God or of the public ‘eriety ‘or tetrorists, acts of a
government, acts. of the other party, fires, floods, ‘epidémics, quarantine festrictions;" strikes; 'freight

embargoes, .earthquakes, explosion,; mob. violence; riof, inability to' procuré or general sabotage or

rationing of labor, equipment, facilities, :sources of energy, material’ or supplies ifi the open market,
litigation or arbitration involving a.party or others relating to zoring or other govérnmental action or
inaction pertaining to the project; malicious mischief, condemnation, and unusually severe weather or
delays of suppliers or subcontractors-due.to such causes or any similar event and/or occurrences beyond
the control of the Trustee. : : SRRl e T o :
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) The Trustee agrees to accept and act upon facsimile transmission of written
instructions and/or directions pursuant to this Indenture provided, however, that: (i) subsequent to such
facsimile transmission of written instructions and/or directions the Trustee shall forthwith receive the
originally executed instructions and/or directions, (ii) such originaily executed instructions and/or
directions shall be signed by a person as may be designated and authorized to sign for the party signing
such instructions and/or directions, and (iii) the Trustee shall have received a current incumbency
certificate containing the specimen signature of such designated person, ’

SECTION 6.4  Fees; Charges and Expenses of Trustee. The Trustee shall be entitled to
payment and reimbursement for reasonable fees for its services rendered hereunder and all reasonable
advances, reasonable counsel fees (including expenses) and other expenses reasonably and necessarily
made or incurred by the Trustee in connection with such services, but solely from Additional Payments
made by the Water District under the Installment Sale Agreement. Upon the occurrence of an Event of
Default, the Trustee shall have a first lien with right of payment prior to payment of any Note upon the
amounts held hereunder for the foregoing fees, charges and expenses incurred by it respectively.

SECTION 6.5  Notice to Note Owners of Default. If an Event of Default hereunder occurs
with respect to any Notes, of which the Trustee has been given or is deemed to have notice, as provided in
Section 6.3(h), then the Trustee shall promptly give written notice thereof by first-class mail to the Owner

. of each such Note, unless such Event of Default shall have been cured before the giving of such notice.

SECTION 6.6  Intervention by Trustee. In any judicial proceeding to which the Authority
is a party which, in the opinion of the Trustee and its counsel, has a substantial bearing on the interests of
Owners of any of the Notes, the Trustee may intervene on behalf of such Note Owners, and subject to
Section 6.3(1), shall do so if requested in writing by the.Owners of a majority in aggregate principal
amount of such Notes then Outstanding, '

_SECTION 6.7 Removal of Trustee, The Owners of a majority in aggregate principal
amount of the Qutstanding Notes, or the Authority (so long as no Event of Default has occurred or is
continuing), may at any time remove the Trustee initially appointed, and any successor thereto, by an
instrument or concurrent instruments in writing delivered to the Trustee.

SECTION 6.8  Resignation by Trustee. The Trustee and any successor Trustee may at any
time resign by giving written notice by registered or certified mail to the Water District and the Authority.
Upon receiving such notice of resignation, the Authority shall promptly appoint a successor Trustee in
accordance with Section 6.9. Any resignation or removal of the Trustee and appointment of a successor
Trustee shall become effective upon acceptance of appointment by the successor Trustee. Upon such
acceptance, the successor Trustee shall mail notice thereof to the Note Owners at their respective
addresses set forth on the Registration Books. :

SECTION 6.9  Appointment of Successor Trustee. - In the event of the removal or
resignation of the Trustee pursuant to Sections 6.6 or 6.7, respectively, the Authority shall promptly -
appoint a successor Trustee; provided that any such successor shall be a bank or trust company meeting
the requirements of Section 6.1. In the event the Authority shall for any reason whatsoever fail to appoint
a successor Trustee within sixty (60) days following the delivery to the Trustee of the instrument
described in Section 6.6 or within sixty (60) days following the receipt of notice by the Authority
pursuant to Section 6.7, the Trustee may apply to a court of competent jurisdiction for the appointment of
a successor Trustee meeting the requirements of Section 6.1, Any such successor Trustee appointed by
such court shall become the successor Trustee hereunder notwithstanding any action by the Authority
purporting to appoint a successor Trustee following the expiration of such sixty (60) day period. Upon
the acceptance by any successor Trustee of appointment as such, the successor Trustee shall cause notice

80507383.3 - 21




AT

thereof to be given by first class mail to the Note Owners at their respective addresses set forth on the
Registration Books.

SECTION 6.10  Merger or Consolidation. Any company into which the Trustee may be
merged or converted or which it may be consolidated or any company resulting from any merger,
conversion or consolidation to which it shall be a party or any company to which the Trustee may sell or
transfer all or substantially all of its corporate trust business, provided that such company shall be cligible
under Section 6.1, shall be the successor to the Trustee and vested with all of the title 10 the trust estate
and all of the trusts, powers, discretions, immunities, privileges and all other matters as was its
predecessor, without the execution or filing of any paper or further act, anything herein to the contrary
notwithstanding, ‘ - ;

_ SECTION 6.11  Concerning any Successor Trustee. Every successor Trustee appointed
hereunder shall execute, acknowledge and deliver to its predecessor and also to the Authority an
instrument in writing accepting such appointment hereunder and thereupon such successor, without any
further act, deed or conveyance, shall become fully vested with all the estates, properties, rights, powers,
trusts, duties and ‘obligations of its predecessors; but such predecessor shall, nevertheless, on the Written
Request of the Authority, or of its successor, execute and deliver an instrument transfeiring to such
successor all the esfates, properties; rights, powers and trusts of such predecessor hereunder; and every
predecessor Trustee shall deliver all securities and moneys held by it as the Trustee hereunder to its
successor. Should any instrument in writing from the Authority be requiréd by any successor Trustee for
more fully and certainly vesting in such successor the estate, rights, powers and duties hereby vested or
intended to be vested in the predecessor, any and all sach instruments in writing shall, on request, be
executed, acknowledged and delivered by the Authority. ’ ‘ o

SECTION 6.12 - Appointment of Co-Trustee. It is the purpose of this Indenture that there
shall be no violation of any law of any jurisdiction (including particularly the law of the State) denying or
restricting the right’ of banking corporations’or associations to transact business as Trustee in’'such
jurisdiction. It is recognized that in the case of litigation under this Indenture, and in particular in ¢ase of
the enforcement of the rights of the Trustee on default, or in the case the Trustee deems that by reason of
any present or future law of any jurisdiction it may not exercise any of the powers, rights or remedies
herein granted to the Trustee or hold title to the properties, in'trust, as herein granted, or take any other
action which may be desirable or necessary iti connéction therewithi, it may be necessary that the Trustee
appoint an additional individual or institution as a separate or co-trustee. The following provisions of this
Section are adopted to these-ends. " <7 oS e T D

AN ¥

\7‘

* . Inthe event that the Tristee appoints an additional individual or instinition as a separate or co-
trustee, each and'every remedy, power, right, claim, dernand, cauge of action, immunity, estate, ti
interest and lien expressed or intended by this Indentute to be exetcised by or vested in o conveyed to th
Trustee with respect thereto shall be exercisable by and vest in such separate or Go-trustée y to the
extent necessary to enable such separate or co-friistéé to exercise such powers, rights an remedies, and
evety covenant and dbligation necesséry to the exercise thereof by stch separate or co-truistee shall run to
and be enforceable by either of them. =~ -~ -+ R T

g

A N . : . TR

Should any instrument in writing from the Authority be required by the separate trustee or co-
trustee so appointed by the Trustee for more fully and certainly vesting in and confirming to it such
properties, rights, powers; trusts, duties and Gbligations, any and allsuch i trufhiénts in Writing shall, on
request, be executed, acknowledged and'delivered by the Authority. any separate trustee or co-
trustee, or a successor to cithier, shall bécome incapable of acting, resign or be removed, all the estates,
properties, rights, powers, trusts, duties and obligations of such separate trustée or co-trustee, so far as
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permitted by law, shall vest in and be exercised by the Trustee until the appointment of a new trustee or
successor to such separate trustee or co-trustee,

SECTION 6.13 Indemnification; . Limited Liability of Trustee. The Authority further
covenants and agrees to indemmify and save the Trustee and its officers, directors, agents and employees,
harmless against any loss, costs, claims, expense and liabilities which it may incur arising out of or in the
exercise and performance of its powers and duties hereunder, including the costs and expenses of
defending against any claim of liability, but excluding any and all losses, costs, clalms, expenses and
liabilities which are due to the negligence or willful misconduct of the Trustee, its officers, directors or
employees. - No provision in this Indenture shall require the Trustee to risk or expend its own funds or
otherwise incur any financial liability hereunder or pursuant to the Installment Sale Agreement. The
Trustee shall not be liable for any action taken or omitted to be taken by it in accordance with the

~direction of the Owners of a majority in aggregate principal amount of Notes Outstanding relating to the

time, method and place of conducting any proceeding or remedy- available to the Trustee under this
Indenture. The obligations of the Authority under this paragraph shall be payable solely from Additional
Payments ‘made by the Water District under the Installment Sale Agreement and shall survive the
resignation or removal of the Trustee under this Indenture or any defeasance of the Notes. The Trustee’s
rights to immunities and protection from liability hereunder and its rights to payment of its fees and
expenses shall survive its resignation or removal and final payment or defeasance of the Notes. All
indemnifications and releases from liability granted herein to the Trustee shall extend to the directors,

officers, employees and agents of the Trustee, :

The Trustee shall have na respons1b1hty or liability with respect to any information, statements or
recital in any offering memorandum or other disclosure material prepared or distributed with respect to
the issuance of these Notes. Before taking any action under Article VIII or this Article at the request of
the Owners, the Trustee may require that a satisfactory indemnity Note be furnished by the Owners for
the reimbursement of all expenses to which it may be put and to protect it against all llabxhty, except

liability which is adjudicated to have resulted from its negligence or willful misconduct in connection

with any action so taken.
ARTICLE VII
MODIFICATION AND AMENDMENT OF THIS INDENTURE

SECTION7.1  Amendment by Consent of Note Owners. This Indenture and the rights and
obligations of the Authority and of the Owners of the Notes may be modified or amended at any time by a
Supplemental Indenture which shall become binding when the written consents of the Owners of a
majority in aggregate principal amount of the Notes then Outstanding, exclusive of Notes disqualified as
provided in Section 7.2 hereof, are filed with the Trustee. No such modification or amendment shall (a)

" extend the maturity of or reduce the interest rate on any Note or otherwise alter or impair the obligation of

the Authonty to pay the principal, interest or redemption premiums at the time and place and at the rate
and in the currency provided therein of any Note without the express written consent of the Owner of
such Note, (b) reduce the percentage of Notes required for the written consent to any such amendment or

modification, or {c) without its written consent thereto, modify any of the rights or obligations of the
Trustee.

This Indenture and the rights and obligations of the Authority and of the Owners of the Notes
may also be modified or amended at any time by a Supplemental Indenture which shall become binding
upon adoption, without the consent of any Note Owners, but only to the extent permitted by law and only
for any one or more of the followmg purposes;
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(a) to add to the covenants and agreements of the Authority in this Indenture
contained, other covenants and agreements thereafter to be observed, or to limit or surrender any rights or
power herein reserved to or conferred upon the Authority; or

(b) to make such provisions for the purpose of curing any ambiguity, or of curing,
correcting or supplementing any defective provision contained in this Indenture, or in any other respect
whatsoever as the Authority may deem necessary or desirable, provided under any circumstances that
such modifications or amendments shall not materially adversely affect the interests of the Owners of the
Notes, in the opinion of Bond Counsel. .

The Trustee shall not be required to enter into or consent to any amendment or modification
which, in the sole judgment of the Trustee, might adversely affect the rights, obligations, powers,
privileges, indemnities, immunities or other security provided the Trustee herein.

SECTION 7.2  Disqualified Notes. Notes owned or held by or for the account of the Water
District or the Authority (but excluding Notes held in any employees’ retirement fund) shall not be
deemed Outstanding for the purpose of any consent or other action or any calculation of Outstandmg
Notes in this article provided for, and shall not be entitled to consent to, or take any other action in this
article provided for, unless all of the Outstanding Notes shall be owned or held by or for the account of
the Water District or the Authority, provided however, that the Trustee shall not be deemed to have
knowledge that any Note is owned by the Authority or the Water District or for the account of the
Authority or the Water District unless the Authority or the Water District is a Registered Owner or the

‘Trustee has received written notice that any other Registered Owner is the Owner of a Note for the

account of the Water District or Authority.

: SECTION_7.3 Endorsement or Replacement of Notes After Amendment. After the
effective date of any .action taken as hereinabove provided, the Authority may determine that the Notes

.shall bear a notation, by endorsement in form approved by the Authority, as to such action, 4and in that

case upon demand of the Owner of any Note Outstanding at such effective date and presentation of his
Note for that purpose at the Office of the Trustee, a suitable notation as to such action shall be made on
such Note. If the Authonty shall so determine, new Notes so modified as, in the opinion of the Authonty,
shall be necessary to conform to such Note Owners’ action shall be prepared and executed; and in that
case upon demand of the Owner of any Note Outstanding at.such effective date such new Notes shall be
exchanged at the Office of the Trustee, without cost to each Note Owner, for Notes then Outstandmg,
upon surrender of such Outstandmg Notes.

SECTION ’7 4 Amendment by Mutual Consent. The -provisions of this Article shall 1ot |
prevent any Note Owner from accepting any amendment as to the pamcular Note held by such Owner,
prowded that due notation thereof is made on such Note: :

. ARTICLE Vi
EVENTS OF DEFAULT AND REMEDIES OF NOTE OWNERS

SECTIONS8.I  Events of Default and Acceleraﬁon of Maturmes The followmg events
shall be Events of Default hereunder: a :

(a) Default in the due and . punctual payment of the pnnclpal of any Note when and
as the same shall become due and payable, whether at maturity as therein expressed, by declarauon or
otherwise.
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(b) Default in the due and punctual payment of any installment of interest on any
Note when and as such interest instaliment shall become due and payable.

(c) Default by the Authority in the observance of any of the other covenants,
agreements or conditions on its part in this Indenture or in the Notes contained, if such default shall have
continued for a period of thirty (30) days after written notice thereof, specifying such default and
requiring the same to be remedied, shall have been given to the Water District and the Authority by the
Trustee; provided, however, that if in the reasonable opinion of the Authority the default stated in the
notice (other than a default in the payment of any fees and expenses owing to the Trustee) can be
corrected, but not within such thirty (30) day period, such default shall not constitute an Event of Default
hereunder if the Authority shall commence to cure such default within such thirty (30) day period and
thereafter diligently and in good faith cure such failure in a reasonable period of time.

{d) The filing by the Authority of a petition or answer secking reorganization or
arrangement under the Federal bankruptcy laws or any other applicable law of the United States of
America, or if a court of competent jurisdiction shall approve a petition, filed with or without the consent
of the Authority, seeking regrganization under the Federal bankruptcy laws or any other applicable law of
the United States of America, or if, under the provisions of any other law for the relief or aid of debtors,

. any court of competent jurisdiction shall assume custody or control of the Authority or of the Whole or

any substantial part of its property.

(e) The occurrence and continuation of an Event of Default under and as defined in
the Installment Sale Agreement.

Upon the occurrence and during the continuance of any Event of Default the Trustee may, and at
the written direction of the Owners of a majority in aggregate principal amount of the Notes at the time
Outstanding, the Trustee shall, declare the principal of all of the Notes then Outstanding, and the interest
accrued thereon, to be due and payable immediately, and upon any such declaration the same shall
become and shall be immediately due-and payable, anything in this Indenture or in the Notes contained to
the contrary notwithstanding. This provision, however, is subject to the condition that if, at any time after
the principal of the Notes shall have been so declared due and payable and before any judgment or decree
for the payment of the moneys.due shall have been obtained or entered, the Authority shall deposit with
the Trustee a sum sufficient to pay all of the principal of and interest on the Notes having come due prior
to such decldration, with interest on such overdue principal and interest calculated at the net effective rate
of interest per annum then borne by the Outstanding Notes, and the reasonable fees and expenses of the
Trustee, together with interest thereon at the prime rate of the Trustee then in effect, and any and all other
defaults known to the Trustee (other than in the payment of the principal of and interest on the Notes
having come due and payable solely by reason of such declaration) shall have been made good or cured to
the satisfaction of the Trustee or provision deemed by the Trustee to be adequate shall have been made
therefor, then, and in every such case, the Trustee or the Owners of a majority in aggregate principal
amount of the Notes at the time Outstanding may, by written notice to the Authority and to the Trustee,
on behalf of the Owners of all of the Outstanding Notes, rescind and annul such declaration and its
consequences. However, no such rescission and annulment shall extend to or shall affect any subsequent
default, or shall impair or exhaust any right or power consequent thereon.

SECTION 82  Application of Funds Upon Acceleration. All amounts received by the
Trustee pursuant to any right given or action taken by the Trustee under the provisions of this Indenture
shall be applied by the Trustee in the following order upon presentation of the several Notes, and the

stamping thereon of the amount of the payment if only partially paid, or upon the surrender thereof if
fully paid:
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First, to the payment of reasonable fees, charges and expenses of the Trustee (including
reasonable fees and disbursements of its counsel) incurred in and about the performance of its powers and
duties under this Indenture; and

Second, to the payment of the whole amount then owing and unpaid upon the Notes for interest
and principal, with interest on such overdue amounts to the extent permitted by law at the net effective
rate of interest then borne by the Outstanding Notes, and in case such moneys shall be insufficient to pay
in full the whole amount so owing and unpaid upon the Notes, then to the payment of such interest,
principal and interest on overdue amounts without preference or priority among such interest, principal
and interest on overdue amounts ratably to the aggregate of such interest, pnnmpal and interest on
overdue amounts.

* SECTIONS8.3  Other Remedies: Rights of Note Owners. Upon the occurrence of an Event
of Default, the Trustee may pursue any available remedy, in addition to the remedy specified in Section
8.1, at law or in equity to enforce the payment of the prircipal of, premium, if any, and interest on the
Outstanding Notes, and to enforce any rights of the Trustee under or with respect to this Indenture.

If an Event of Default shall have occurred and be continuing and if requested so to do by the
Owners of a majority in aggregate principal amount of Qutstanding Notes and indemnified as provided in
Section 6.3(1), the Trustee shall be obligated to exercise such one or more of the rights and powers
conferred by this Article, as the Trustee, being advised by counsel, shall deem most expedient in the
interests of the Note Owners.

No remedy by the terms of this Indenture conferred upon or reserved to the Trustee (or to the
- Note Owners) is intended to be exclusive of any other remedy, but each and every such remedy shall be
_cumulative .and shall be 'in addition {o any other remedy given to the Trustee or ito the Note Owners
hereunder or now or hereaﬁer exxstmg at Iaw orin eqmty
No delay or omission to exercise any ri ght or power accrumg upon any Event of Default shall
impalr any such nght or power or shall be-construed to be a waiver of any such Event of Default or
acquiescence therem, such nght or power may be exercised: from time.to titite as often as nay be deemed
expedlent : o :

SECTION 8 4 Power of Trustee to Control Proceedmg In the event that the Tmstee
upon the happening of an Event of Default, shall have taken any action, by judicial proceedings or
‘otherwise, pursuant to its duties hereunder, whether upon its own- discretion or upon the request of the
Owners of a majority in principal athount of the Notes then Outstanding; it shall have full power, in:the
exercxse of its dlscretxon for the best interests.of the Owner$ of the: ‘Notes, with respect 10 the continuance,
dlscontmumce w1thdrawal compromise, settlement or other disposal of such action; provided, however,
‘that the Trustee shall not; unless there no: longer continues an Event of Default, discontinue, withdraw,
‘eompronnse or. settle, or otherwxse dxspose of any, litigation: pendinig at law. orin equity, if at the time
there has been filed with it a written request signed by the Owners of a majority in prmclpai amount of the
Outstanding Notes hereunder opposing such discontinuance, withdrawal, compromise, settlement or other
disposal of such litigation. - Any suit, action or proceedingwhich any Owner of Notés:shall have the right
to bring to enforce any right or remedy.hereunder may be brought by the Trustee for the equal benefit'and
protection of. all Owners of-Notes similarly situated :and the. Trustee. is: ‘hereby appointed (anid :the
‘successive respective Owners-of the: Nates. issued- hereunder; by taking and holding the same, shall:be
conclusively deemed so to have appointed it) the true and lawful attorney-in-fact of the respective Owners
of the Notes for the purpose of bringing.any such: suit;actién or. proceeding and t0'do’ and pérform any
and all acts. and things for-and on behalf of the: respective Owners of the Notes as a class or classes, as
may be necessary or advisable in the opinien of the Trustee as such: attomey—m—fact S
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SECTIONS8.5  Appointment of Receivers. Upon the occurrence of an Event of Default
hereunder, and upon the filing of a suit or other commencement of judicial proceedings to enforce the
rights of the Trustee and of the Note Owners under this Indenture, the Trustee shall be entitled, as a
mattet of right, to the appointment of a receiver or receivers of the Revenues and other amounts pledged
hereunder, pending such proceedings, with such powers as the court making such appointment shall
confer. - ' , v ' :

SECTION 8.6 Non-Waiver. - Nothing in this Article or in any -other provision of this
Indenture, or in the Notes, shall affect or impair the obligation of the Authority, which.is absolute and
unconditional, to pay the interest on and principal of the Notes to the respective Owners-of the Notes at
the respective dates of maturity, as herein provided, out of the Revenues and other moneys herein pledged
for such payment.

A waiver of any default or breach of duty or contract by the Trustee or any Note 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 the Trustee or any Owner of any of the Notes to
exetcise 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 Trustee or Note Owners by the Bond Law or by this Article may be enforced and
exercised from time to time and as often as shall be deemed expedient by the Trustee or the Note Owners,
as the case may be, . '

SECTIONS8.7  Rights and Remedies of Note Owners. No Owner of any Note issued
hereunder shall have the right to institute' any suit, action or proceeding at law or in equity, for any
remedy under or upon this Indenture, or the Installmént Sale Agreement, unless (a) such Owner shall have
previously given to the Trustee written notice of the occurrence of an Event of Default; (b) the Owners of
a majority in aggregate principal amount of all the Notes then ‘Outstanding shall have made written
request upon the Trustee to exercise the powers hereinbefore granted or to institute such action, suit or
proceeding in its own name; (c) said Owners shall have tendered to the Trustee indemnity reasonably
acceptable to the Trustee against the costs, expenses and liabilities to be incurred in compliance with such
request; (d) the Trustee shall have refused or omitted to comply with such request for a period of sixty
(60) days after such written request shall have been received by, and said tender of indemnity shall have
been made to, the Trustee; and (¢) the Trustee has not received any inconsistent direction during such 60-
day period from the Owners of a majority in aggregate principal amount of the Outstanding Notes,

Such notification, request, tender of indemnity and refusal or omission are hereby declared, in
every case, to be conditions precedent to the exercise by any Owner of Notes of any remedy hereunder; it
being understood and intended that no one or more Owners of Notes shall have any right in any manner
whatever by his or their action to enforce any right under this Indenture, or the Installment Sale
Agreement, except in the manner herein provided, and that all proceedings at law or in equity to enforce
any provision of this Indenture shall be instituted, had and maintained in the manner herein provided and
for the equal benefit of all Owners of the Outstanding Notes.

The right of any Owner of any Note to receive payment of the principal of and interest and
premium (if any) on such Note as herein provided or to institute suit for the enforcement of any such
payment, shall not be impaired or affected without the written consent of such Owner, notwithstanding
the foregoing provisions of this Section or any other provision of this Indenture, ’

. SECTION 8.8 Termination of Proceedings. In case the Trustee shall have proceeded to
enforce any right under this Indenture by the appoinfment of a receiver or otherwise, and such
proceedings shall have been discontinued or abandoned for any reason, or shall havé been determined
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adversely, then and in every such case, the Authority, the Trustee and the Note Owners shall be restored
to their former positions and rights hereunder, respectively, with regard to the property subject to this
Indenture, and all rights, remedies and powers of the Trustee shall continue as if no such proceedings had
been taken.

ARTICLE IX
MISCELLANEOUS

SECTION 9.1 Limited Liability of Authority. Notwithstanding anything in this Indenture
contained, the Authority shall not be required to advance any moneys derived from any source of income
other than the Revenues for the payment of the principal of or interest on the Notes, or any premiums
upon the redemption thereof, or for the performance of any covenants herein contained (except to the
extent any such covenants are expressly payable hereunder from the Revenues or any Additional
Revenues). - The Authority may, however, advance funds for any such purpose, provided that such funds
are derived from a source legally available for such purpose and may be used by the Authority for such
purpose without incurring indebtedness.

The Notes shall be revenue Notes, payable exclusively from the Revenues and other funds
pledged hereunder as in this Indenture provided. The general fund of the Authority is not liable, and the
credit of the Authority is not pledged, for the payment of the interest on or principal of the Notes. The
Owners of the Notes shall never have the right to compel the forfeiture of any property of the Authority.
The principal of and interest on the Notes, and any premiums upon the redemption of any thereof, shall
not be a debt of the Authority, or:a legal or equitable pledge, charge, lien or encumbrance upor any
property of the Authority or upon any of its income, receipts or revenues except the Revenues and other
funds pledged to the payment thereof as in this Indenture provided. T

SECTION 9.2  Benefits of Indenture Limited to Parties. ~Nothing in- this. Indenture,
expressed or implied, is intended to give to any person other than the Water District, the Authority, the
Trustee and the Owners of the Notes, any right, remedy or claini under or by reason of this Indenture.
Any covenants, stipulations, promises or agreements in this Indenture contained by and on behalf of the
Authority shall be for the sole and exclusive benefit of the Trustee and the Owners of the Notes.

‘ SEC’I‘iON 9.3 | Discharge of Indenture. If the Authority shall pay and discharge eich
Outstanding Note in any one or more of the following ways - -
et .(éj, by‘ _Weﬂ and truly ‘baying or caixsing to be paid the principal of and interest and
premium (if any) on such Notes, as and when the same become dué and payablé: ’ o

(b) by inevdéably depositing with the Trustee, in trust, at or before maturity, money
which, together with the available amounts then on deposit in the funds and accounts established pursuant
to this Indenture, is fully sufficient to pay such Notes, including all principal, interést and redemption
premiums; . : Cooa < Lo o oo

{c) by irrevocably depositing with the Trustee, in trust, Federal Securities in such
amount as Bond Counsel or an Independent Accountant shall determine will, together with the interest to
accrue thereon and available moneys then on deposit'in the funds and accounts established pursuant to
this Indenture, be fully sufficient to pay and discharge the:indébtednéss on such Notes (including all
principal, interest and redemption premiums) at or‘before their respective maturity dates; ‘aiid if such
Notes are to be redeemed prior to the maturity thereof notice of such redemption shall have been mailed
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pursuant to Section 2.3(c) or provision satisfactory to the Trustec shall have been made for the mailing of
such notice; or

(d) by delivering such Notes to the Trustee for cancellation -

then, at the election of the Authority, and notwithstanding that any of such Notes shall not have been
surrendered for payment, the pledge of the Revenues and other funds provided for in this Indenture with
respect to such Notes, and all other pecuniary obligations of the Authority under this Indenture with
respect to all such Notes, shall cease and terminate, except only the obligation of the Authority to pay or
cause to be paid fo the Owners of such Notes not so surrendered and paid all sums due thereon from
amounts set aside for such purpose as aforesaid, and all expenses and costs of the Trustee. Notice of such
election shall be filed with the Trustee. Any funds thereafter held by the Trustee, which are not required
for said purposes, shall be paid over to the Water District.

SECTION 9.4  Successor Is Deemed Included in All References to Predecessor.
Whenever in this Indenture or any Supplemental Indenture either the Authority is named or referred to,
such reference shall be deemed to include the successor to the powers, duties and functions, with respect
to the management, administration and control of the affairs of the Authority, that are presently vested in
the Authority, and all the covenants, agreements and provisions contained in this Indenture by or on
behalf of the Authority shall bind and inure to the benefit of its successors whether so expressed or not.

SECTION 9.5  Execution of Documents by Note Owners. Any request, consent or other
instrument required by this Indenture to be signed and executed by Note Owners may be in any number of
concurrent writings of substantially similar tenor and may be signed or executed by such Note Owners in
person or by agent or agents duly appointed in writing. - Proof of the execution of any such request,
consent or other instrument or of a writing appointing any such agent, shall be sufficient for any purpose
of this Indenture and shall be conclusive in favor of the Trustee and of the Authority if made in the
manner provided in this Section.

The fact and date of the execution by any person of any such request, consent or other instrument
or writing may be proved by the affidavit of a witness of such execution or by the cettificate of any notary
public or other officer of any jurisdiction, authorized by the laws thereof to take acknowledgments of
deeds, certifying that the person signing such request, consent or other instrument or writing
acknowledged to him the execution thereof.

The ownership of Notes shall be provided by the Registration Books. Any request, consent or
vote of the Owner of any Note shall bind every future Owner of the same Note and the Owner of any
Note issued in exchange therefor or in lieu thereof, in respect of anything done or suffered to be done by
the Trustee or the Authority in pursuance of such request, consent or vote.

In determining whether the Owners of the requisite aggregate principal amount of Notes have
concurred in any demand, request, direction, consent or waiver under this Indenture, Notes which are
owned or held by or for the account of the Authority (but excluding Notes held in any employees’

. retirement fund) shall be disregarded and deemed not to be Outstanding for the purpose of any such

determination.

In lieu of obtaining any demand, request, direction, consent or waiver in writing, the Trustee may
call and hold a meeting of the Note Owners upon such notice and in accordance with such rules and
obligat_ions as the Trustee considers fair and reasonable for the purpose of obtaining any such action.




......

SECTION 9.6  Waiver of Personal Liability. No member of the Authority’s Board of
Directors, or officer, agent or employee of the Authority shall be individually or personally liable for the
payment of the interest on or principal of the Notes; but nothing herein contained shall relieve any such
officer, agent or employee from the perfo:mance of any official duty provided by law,

SECTION 9.7  Partial Invalidity, If any one or more of the covenants or agreements, or
portions thereof, provided in this Indenture on the part of the Authority (or of the Trustee) to be
performed should be contrary to law, then such covenant or covenants, such agreement or agreements, or

- such portions thereof, shall be null and void and shall be deemed separable from the remaining covenants

and agreements or portions thereof and shall in no way affect the validity of this Indenture or of the
Notes; but the Note Owners shall retain all rights and benefits accorded to them under the Bond Law or
any other applicable provisions of law. The Authority hereby declares that it would have entered into this
Indenture and each and every other section, paragraph, subdivision, sentence, clause and phrase hereof
and would have authorized the issuance of the Notes pursuant hereto irrespective of the fact that any one
or more sections, paragraphs, subdivisions, sentences, clauses or phrases of this Indenture or the
application thereof to any person or circumstance may be held to be unconstitutional, unenforceable or
invalid. :

SECTION 9.8  Destruction of Canceled Notes. Whenever in this Indenturé provision is
made for the surrender to the Authority of any Notes which have been paid or canceled pursuant to the
provisions of this Indenture, Trustee shall destroy such Notes and furnish to the Authority upon the
Authority’s Written Request a cemﬁcatc of such destruction.

SECTION 9.9  Funds and Accounts Any fund or account required by this Indenture to be
established and maintained by the Authority or the Trustee may be established and maintained in the
accounting records of the Authority or the Trustee, as the case may be, either as a fund or an account, and
may, for the purpose of such records, any audits thereof and any reports -or statements: with respect
thereto, be treated either as a fund or as an account. All such records with respect to all such funds and
accounts held by the Authority shall at all times be maintained in accordance with generally accepted
accounting principles and all such records with respect to all such funds and accounts held by the Trustee
shall be at all times maintained in accordance with corporate trust industry practices; in each case with
due regard for the protection of the security of the Notes and the rights of every Owner thereof.

SECTION 9.10  Notices. All written notices to be given under this Indenture shall be given by
first class mail or personal delivery to the party entitled thereto at-its address set forth below, or at such
address as the party may provide to the other party in writing from time to time. Notice shall be effective
either (a) upon transmission by facsimile transmission or other form of telecommunication, (b) upon
receipt after deposit in the United States mail, postage prepaid, or (¢} in the case of personal delivery to
any person, upon actual receipt. The Water District, the Authority or the Trustee may, by written notice
to the other parties, from time to time modify the address or number to which commumcatlons are to be
given hereunder.

If to the Water District; Victorville Water District
17185 Yuma Street
Victorville, California 92392
Attention: Director of Water District
Tel: (760) 955-2557
Fax: (760) 269-0088
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If to the Authority: Victorville Joint Powers Financing Authority
14343 Civic Drive
Victorville, California 92393-5001
Aftention: Executive Director
Tel: (760) 955-5000
Fax: (760) 955-5042

If to the Trustee: The Bank of New York Mellon Trust Company, N.A.
700 South Flower Street, Suite 500
Los Angeles, California 90017-4104
Attention: Corporate Trust
Tel: (213) 630-6231
Fax: (213) 630-6215

SECTION9.11 Unclaimed Moneys.  Anything in this Indenture to. the contrary
notwithstanding, any moneys held by the Trustee in trust for the payment and discharge of any of the
Notes which remain unclaimed for two (2) years after the date when such Notes or interest thereon have
become due and payable, either at their stated maturity dates or by call for earlier redemption, if such
moneys were held by the Trustee at such date, or for two (2) years after the date of deposit of such
moneys if deposited with the Trustee after said date when such Notes become due and payable, shall be
repaid by the Trustee to the Authority, as its absolute property and free from trust, and the Trustee shall
thereupon be released and discharged with respect thereto and the Note Owners shall look only to the
Authority for the payment of such Notes; provided, however, that before being required to make any such
payment to the Authority, the Trustee shall, at the Written Request of the Authority (and at its expense),
cause to be mailed to the Owners of all such Notes, at their respective addresses appearing on the
Registration Books, a notice that said moneys remain unclaimed and that, after a date named in said
notice, which date shall not be less than thirty (30) days after the date of mailing of such notice, the
balance of such moneys then unclaimed will be retumed to the Authority.

SECTION 9,12  Execution in Several Counterparts. This indenture may be executed in any
number of counterparts and each of such counterparts shall for all purposes be deemed to be an original;
and all such counterparts, or as many of them as the Authority and the Trustee shall preserve undestroyed,
shall together constitute but one and the same instrument.

SECTION 9.13 Governing Law, This Indenture shall be governed by and construed in
accordance with the laws of the State.
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IN WITNESS WHEREOF, the VICTORVILLE JOINT POWERS FINANCING
AUTHORITY and the VICTORVILLE WATER DISTRICT have caused this Indenture of Trust to be
signed in their names by their respective authorized officers, and THE BANK OF NEW YORK
MELLON TRUST COMPANY, N.A., in token of its acceptance of the trust created hereunder, has

caused this Indenture to be signed in its corporate name by its officer identified below, all as of the day
and year first above written.

VICTORVILLE JOINT POWERS FINANCING
AUTHORITY

By:
Title: President

VICTORVILLE WATER DISTRICT

By:
Title: Chairman

THE BANK OF NEW YORK MELLON TRUST -

COMPANY, N.A,,

as Trustee

By:

Authorized Officer
ATTEST
By:
Authority Secretary

By:

Water District Secretary
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Victorville Water District Risk Manager
Chuck Buquet
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By:

Authority Counsel

By:

Water District Legal Counsel




EXHIBIT A

[FORM OF NOTE]

UNLESS THIS NOTE IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE
DEPOSITORY (AS DEFINED IN THE INDENTURE OF TRUST) TO THE TRUSTEE FOR
REGISTRATION OF TRANSFER, EXCHANGE, OR PAYMENT, AND ANY NOTE ISSUED IS
REGISTERED IN THE NAME OF CEDE & CO. OR IN SUCH OTHER NAME AS IS

.REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITORY (AND ANY

PAYMENT IS MADE TO CEDE & CO. OR TO SUCH OTHER ENTITY AS IS REQUESTED
BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITORY), ANY TRANSFER,
PLEDGE, OR OTHER USE HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY
PERSON IS WRONGFUL INASMUCH AS THE REGISTERED OWNER HEREOF, CEDE &
CO., HAS AN INTEREST HEREIN.: T

NEITHER THE PAYMENT OF THE PRINCIPAL OR ANY PART THEREOF NOR ANY
INTEREST THEREON CONSTITUTES A DEBT, LIABILITY OR OBLIGATION OF THE
CITY OF VICTORVILLE OR THE REDEVELOPMENT AGENCY OF THE CITY OF
VICTORVILLE. '

No. ) , - #**S ok

VICTORVILLE JOINT POWERS FINANCING AUTHORITY
TAXABLE WASTEWATER REVENUE NOTE, 2009 SERIE
. (VICTORVILLE WATER DISTRICT) - -

'INTEREST RATE ~ MATURITY DATE ISSUEDATE CUSIP -
% L2007 2009
REGISTERED OWNER: Cede & Co.- - . e

The VICTORVILLE JOINT POWERS FINANCING AUTHORITY, a joint powers authority
organized. and existing under, the laws. of the State of California (the “Authority”) for valug received,
hereby promises to pay (but only out of the Revenues and other assets pledged therefor as Hefeiiafter
mentioned) to the Registered Owner stated above, or registered assigns, on the Maturity Daté stated above
(subject to any right of prior redemption hereinafter mentioned); the Principal Amiousit stated above; i

awful ney, of the United States of America; and-to pay interest thereon in dike lawful motiey frofn the
Interest Payment Date .next preceding the date of:authentication: of this. Noté (utiless™ th te is
authenticated as of a day during the period commencing after the fifteehth day of the month precedirig an
Interest Payment Date and ending on or before such Interest Payment Date, in which event it shall bear
interest from such Interest Payment Date,. or unless this Note is authienticated 61 or before No’iféﬁlbgr 15,
2009, in which event it shall bear, interest. from the Issue-Date stated above) ustil ‘payiment “of such
principal sum shall be discharged as provided-in the Indenture hereinafter mentiotied, at the Interest Rate
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per annum stated above, payable semiannually on each Junel and December !, commencing
December 1, 2009 (each, an “Interest Payment Date™).

The principal (or redemption price) hereof is payable at the Office (as defined in the Indenture
referred to below) of The Bank of New York Mellon Trust Company, N.A., Los Angeles, California
(together with any successor trustee under the Indenture, the “Trustee”). Interest hereon is payable by
check of the Trustee mailed on each Interest Payment Date to the Registered Owner as of the fifteenth
(15th) day of the month preceding each Interest Payment Date at the address shown on the registration
books maintained by the Trustee; provided however, that payment of interest will be made by wire
transfer in immediately available funds to an account in the United States of America to any Owner of
Notes in the aggregate principal amount of $1,000,000 or more who shall furnish written wire instructions
to the Trustee before the fifteenth day of the month preceding the applicable Interest Payment Date.

* It is hereby certified and recited that any and all things, conditions and acts required to exist, to
have happened and to have been performed precedent to and in the issuance of this Note do exist, have
happened and have been performed in due time, form and manner as required by the Bond Law and by
the laws of the State of California, and that the amount of this Note, together with all other indebtedness
of the Authority, does not exceed any limit prescribed by the Bond Law or by the Constitution and laws
of the State of California, and is not in excess of the amount of Notes permitted to be issued under the
Indenture.

This Note shall not be entitled to any benefit under the Indenture, or become valid or cbligatory
for any purpose, until the certificate of authentication hereon endorsed shall have been manually signed
by the Trustee.

This Note is one of a duly authorized issue of notes of the Authority designated as its “Victorville
Joint Powers Financing Authority Taxable Wastewater Revenue Notes, 2009 Series (Victorville Water
District)” (the “Notes”), in the aggregate principal amount of Dollars
63 ), authorized pursuant to the provisions of Article 4 of Chapter 5 of Division 7 of Title 1
(commencing with Section 6584) of the California Government Code (the “Bond Law™), and issued
pursuant to an Indenture of Trust, dated as of May 1, 2009 (the “Indenture”), by and among the Authority,
the Victorville Water District (the “Water District”), and the Trustee.

Reference is hereby made to the Indenture (a copy of which is on file at said Office of the
Trustee) and all indentures supplemental thereto and to the Bond Law for a description of the rights
thereunder of the owners of the Notes, of the nature and extent of the security, of the rights, duties and
immunities of the Trustee and of the rights and obligations of the Authority thercunder. The Registered
Owner of this Note, by acceptance hereof, assents and agrees to all the provisions of the Indenture.

The Notes have been issued by the Authority to assist the Water District in financing the
construction of a wastewater treatment plant as well as certain other improvements to the Wastewater
Enterprise. Pursuant to an Installment Sale Agreement, dated as of May 1, 2009, by and between the
Water District and the Authority, the Authority will sell to the Water District such improvements and the
Water District will pay, in consideration therefor, Installment Payments, secured by the Net Revenues of
the Wastewater Enterprise, as defined in the Indenture. The scheduled Installment Payments are equal to
the debt service payments on the Notes.

The Notes and the interest thereon are payable from Revenues (as such term is defined in the
Indenture), consisting primarily of Installment Payments to be made by the Water District under the
Installment Sale Agreement as consideration for the pirchase of the Wastewater Enterprise, and are
secured by a pledge and assignment of said Revenues, subject only to the provisions of the Indenture
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permitting the application thereof for the purposes and on the terms and conditions set forth in the
Indenture. The Notes are special obligations of the Authority and are not a lien or charge upon the funds
or property of the Authority, except to the extent of the aforesaid pledge and assignment.

The Notes shall be subject to special mandatory redemption as a whole or in part, on a pro rata
basis among Owners, on any date, to the extent of the proceeds of an eminent domain award or proceeds
of casualty insurance not used to repair or rebuild the Wastewater Enterprise, which proceeds may be
used for such purpose pursuant to Sections 5.4 or 5.6 of the Installment Sale Agreement, at a redemption
price equal to the principal amount of the Notes t¢ be redeemed plus interest accrued thereon to the date
fixed for redemption, without premium

The Notes shall be subject to redemption, as a whole or in part; on a pro rata basis among
Owners, prior to maturity on any date on or after __ -1, 20__, from prepayment of Installment Payments

made at the option of the Water District at the redemption price equal to the principal amount of the Notes
to be redeemed, plus accrued interest thereon to the date of redemption, without premium.

The Trustee on behalf and at the expense of the Authority shall mail (by first class mail) notice of
any redemption to: (i) the respective Owners of any Notes designated for redemption, at least thirty (30)
but not more than sixty (60) days prior to the redemption date, at their respective addresses appearing on
the Registration Books, and (ii) the Securities Depositories and to one or more Information Services (as
such terms are defined in the Indenture), at least thirty (30) but not more than sixty (60) days prior to the
redemption; provided, however, that neither failure to receive any such notice so mailed nor any defect
therein shall affect the validity of the proceedings for the redemption of such Notes or the cessation of the
accrual of interest thereon. Interest on the Notes called for redemption will not accrue from and after the
redemption date. '

The Notes are issuable as fully registered Notes in denominations of $100,000 and any integral
multiple thereof. Subject to the limitations provided in the Indenture, Notes may be exchanged, at said

Office of the Trustee, for a like aggregate principal amount of Notes of other authorized denominations of
the same maturity. ' '

The Trustee has no obligation or liability to the Registered Owners to make payments of principal
of or interest on the Notes, except from amounts on deposit for such purposes with the Trustce. The
Trustee’s sole obligations are to administer for the bénefit of the Registered Owners the various funds and
accounts established under the Indenture of Trust and, to the extent provided in the Indenture of Trust, to
enforce the rights of the Authority under the Installment Sale Agreement.

This Note is transferable by the Registered Owner hereof, in person or by his attorney duly
authorized in writing, at said Office of the Trustee, but only in the manner, subject to the limitations
provided in the Indenture, and upon surrender and cancellation of this Note. Upon such transfer, a new
Note or Notes, of authorized denomination or denominations, of the same series, maturity and for the
same aggregate principal amount, will be issued to the transferee in exchange herefor. ' ‘

If an Event of Default, as defined in the Indenture, shall occur, the principal of all outstanding
Notes may be declared due and payable upon the conditions, in the manner and with the effect provided

in the Indenture, but such declaration and its consequences may be rescinded and annulled. as further
provided in the Indenture, ‘ :

The Indenture and the rights and obligations of the Authority and of the owners of the Notes and

of the Trustee may be modified or amended from time to time and at any time in the manner, to the
extent, and upon the terms provided in the Indenture; provided that no such modification or amendment
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shall (a) extend the maturity of or reduce the interest rate on any Note or otherwise alter or impair the
obligation of the Authority to pay the principal, inferest or redemption premiums at the time and place and
at the rate and in the currency provided therein of any Note without the express written consent of the
owner of such Note, (b) reduce the percentage of Notes required for the written consent to any such
amendment or modification, or (c) without its written consent thereto, modify any of the rights or
obligations of the Trustee, all as more fully set forth in the Indenture.

The Authonty and the Trustee may treat the Registered Owner hereof as the absolute owner
hereof for all purposes and the Authonty and the Trustee shall not be affected by any notice to the
contrary.

IN WITNESS WHEREOF, the Victorville Joint Powers Financing Authority has caused this

Note to be executed in its name and on its behalf by the manual signature of its President and attested to
by the manual signature of its Secretary, all as of the Issue Date stated above.

VICTORVILLE JOINT POWERS FINANCING
AUTHORITY

By

President

Attest:

Secretary

TRUSTEE’S CERTIFICATE OF AUTHENTICATION

This is one of the Notes described in the within-mentioned Indenture.

Dated: , 2009

THE BANK OF NEW YORK MELLON TRUST COMPANY, N.A.,
as Trustee

By

Authorized Signatory




SN,

ASSIGNMENT

For value received the undersigned hereby sells, assigns and transfers unto

(Name, Address and Tax Identification or Social Security Number)
the within-mentioned Note and hereby irrevocably constitute(s) and appoint(s)
attorney, to transfer the same on the registration books of the Trustee with full
power of substitution in the premises.

Dated:

Signature Guaranteed:

Signature(s) must be guaranteed by a qualified =~ Note: The signature(s) on this Assignment must

guarantor. correspond with the name(s) as written on the face .
of the within Note in every particular without
alteration or enlargement or any change whatsoever.
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( EXHIBIT B

VICTORVILLE JOINT POWERS FINANCING AUTHORITY
TAXABLE WASTEWATER REVENUE NOTES, 2009 SERIES
(VICTORVILLE WATER DISTRICT) '

(Issue Dated Date: , 2009)

Requisition of the Water District
, (Acquisition and Construction Fund)
' {Section 3.5 of the Indenture)

The Bank of New York Mellon Trust Company, N.A.
Attention: Corporate Trust Department

Request No.: P~ (to be sequentially numbered)

Aggregate Amount
Amount of Draws Including
Project Component This Draw This Draw

(Continue on Additional Sheet if Necessary)
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Name and Address of party to whom payment is to be made:

Purpose for which the obligation was incurred:

The undersigned (the “Water District”) hereby certifies that (i) each such cost or expense constitutes a

_ proper charge against the Acquisition and Construction Fund for services rendered, and has not been the

subject of any other payment request filed with you; and (ii) if the payment is to be made to the Water
District for amounts that it has paid or will pay to third parties, then the Water District has either made
payment or will make payment within three business days of receipt of moneys requisitioned hereunder
and that the aggregate number of business days during this calendar year during which it has held such
amounts before making payment does not exceed twenty.

Date:

VICTORVILLE WATER DISTRICT

By:
Title;
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