
In the opinion of Stradling Yocca Carlson & Rauth. a Professional Corporation. I\;," port lkach, California ( .. Sp,cial Counsel" J. under existing 
statutes. regulations, rulings and judicial decisions, and assuming the accuracy of certain representations and compliance with certain covenanh 

and requirements descrihed herein. interest and original issue discount with n:spc.:ct tu the Certificates an: exdudc.:d from gross income for 
federal income tax purposes and arc not items of tax preference for purposes nf cakulating the federal alternative minimum tax imposed 

on individuals and corporations. In the further c)pinion of Special Counsel. interest and original issue discount\\ ith respect to the 
Certificates are exempt from State of California personal income ta.\. Original issue discount \I ith respect to a Certificate is 

the difference hetween the issue price of the Certificate (the first price at" hich a suhstantial amount uf the Certificates 
uf the same series and maturity is to he sold to the public) and the Certificat<:'s stated redcmptiun price at maturity. 

Sec '"TAX EXEMPTION" herein with respect to other tax consequcnces with respect to the Certificates. 

1\iEW ISSLE - FULL BOOK ENTRY Ratings: (See "Ratings" herein) 

$134,090,000 
EASTERN MUNICIPAL WATER DISTRICT 

Water and Sewer Revenue Certificates of Participation 
Series 2001A, Series 20018 and Series 2001C 

E,idencing and Representing Interests of the Owners Thereof 
in Installment Sale Payments to be \fade by the 

Eastern Municipal Water District 
(Rherside County, California) 

As the Purchase Price for Certain Property Pursuant to 
Installment Sale Agreements With the 

Eastern Municipal Water District Facilities Corporation 
A California Public Benefit 

Non-Profit Corporation 

$68, 735,000 $51,370,000 $13,985,000 
Water and Sewer Re,,enue Refunding 

Certificates of Participation 
Series 2001A 

Dated: March 15, 2001 

Water and Sewer Reienue 
Certificates of Participation 

Series 2001 B 

Water and Sewer Re,enue Refunding 
Certificates of Participation 

Series 2001C 

Due: Jul} I, as shown on the inside front co,er 

Interest represented hy the 2001A, 2001 Band 2001C Certificates accrue from thcir dc11L'd dat<: and is payable on July I, 2001 and semiannually 
thereafter on January I and July I of each year. The 2001 A, 2001 Band 2001 C Certilical<:s will he prepared :is fully registered Certificates and.\\ hen 
delivered. \1ill be r..:gistcn:d in the name of CEDL & Co .. as nominee of The Depositnrv Trust Compan). !\:cw Yori-., New York (''DTC"). DTC will act 
as securities depusitory of the 2001°\. :wot Band 2001 C Certificates. Purchasers of bcnclicial intnests will not receil'e printed certificates representing 
their interest in the 2001 A. 200 I Band 2001 C Certilicates. So long as CEDE & Co. is the registered owner uf the 2001 A, 200 I B and 2001 C Certificates, 
as nominee of DTC. references herein to the registered owners shall mean CEDE & Co .. ch aforesaid, and shall not mean the Bcndicial Owners of the 
2001 A, 2001 Band 2001 C Certificates. See APPENDIX D --- Book-Entry-Only System herein. Individual pun:hascs of the 2001 A. 2001 Band 2001 C 
Certificates l'ill he made in hook-entry form only, in the principal amount of $:\000 or an\ intcgral multiple thereof. Principal and interest an: payable 
directly to DTC hy U.S. Trust Company National Association, as Trustee. upon n:ccipt of raymcnts of principal and interest. DTC is to remit such 
principal and interest to the DTC Participants (as such term is herein defined) fnr ,ulN;LJucnt di,bursemcnt to the beneficial m,ners of thc 2001A. 
20018 and 200!C Certificates. 

The 2()(JIA, 20018 and 2001(' Certificates are subject to optional and mandator� prepa�ment prior to maturity as described herein. 

The 2001 :\ Certificates are heing executed and delivered to finance the prepayrm:nt of the District's outstanding 1991 ;\ Certificates. to pay the 
municipal bond insurance polic) premium for the 2001 A Certificates, and to pay the costs uf issuing the 2001 ;\Certificates.all as described herein. The 
2001 B Ccrtiticatcs are heing executed and delil'ered to finance the 2001 B Projcct. to pa) the municipal bond insurance poli,·y premium for the 2001 R 
Certificates. to fund a deht service reserve fund established for the 2001 B Ccrtilicatcs. and to pay the costs of issuing the 2001 R Certificates, all as 
descrihed herein. The 2001C Ccrtificllcs are heing executed and delivered to finance the prepayment of a portion of the District\ outstanding 1993;\ 
Certilicates. to pay the municipal hond insurance policy premium for the 2001 C C.:rtificatcs, and to pa) the costs of issuing thc 200 IC Certificates. all as 
descrihed herein. 

The obligation of the Dhtrict to make the Installment Sale Payments described herein is a limited obligation of the Di�trict payable sole!� from !\et 
Water and Sewer Relenues of the District's Water and Sewer System; and neither the full faith and credit nor the taxing power of the District, the 
Count) of Riverside, the State of California or any of its political subdivisions is pledged for the pa�ment thereof. 

The payment of the principal and interest with respect to the 2001 A, 2001 B and 200 IC Certificates when due will be insun:d b) a municipal hond 
insurance policy to he issued hy Financial Guarant) Insurance Company simultancousl) "ith the dclil'ery of thc 2001A. 20018 and 2001C Certificates. 

= Financial Guaranty Insurance 
Company FGIC. 

The 200 I A. 200 IR and 200 IC Certificates are offered when. as and if executed and delivercd tu the L nderwritcr. suhject to the approval of certain 
matters hy Stradling Yocca Carlson & Rauth, a Professional Corporation, Newport Beach, California. Certain matters \1 ill he passed upon for the 

Underwriter by O'Mell'eny & Myers LLP, and for the District by Redwine & Sherrill. Riverside. California. It is expected that the 2001 A. 
20018 and 2001C Certificates in book-entry form will be available for dclil'Cl'J in ;\Jew York, New York on or about April 4. 2001. 

UBS PaineWebber Inc. 
Dated \1 arch 21. 200 I 



Payment 
Date 

2002 
2003 
2004 
2005 
2006 
2007 
2008 
2009 
2010 
2010 
2011 

Payment 
Date 

(.Jl.ily 1) 
2002 
2003 
2004 
2005 
2006 
2007 

Principal 
A_!Tlouin 

2,345,000 
2,440,000 
2,550,000 
2,680,000 
2,770,000 
2,865,000 
3,020,000 
3,165,000 
2,790,000 

500,000 
3.435,000 

$68,735,000 
Water and Sewer Revenue Refunding Certificates of Participation 

Interest 
Rate 

4.000% 
4.500% 
5.000% 
3.400% 
3.500% 
5.250% 
5.000% 
4.000% 
4.000% 
5.250% 
5 250% 

Series 2001A 

$68, 735,000 Serial Certificates 

Payment Principal 
'{_ield �JJ51!:' Date Amount 

3.000% 276771DZ2 2012 3,610,000 
3.200% 276771EA6 2013 3,800,000 
3.350% 276771 EB4 2014 3,000,000 
3.450% 276771 EC2 2014 1,000,000 
3.570% 276771EDO 2015 505,000 
3.700% 276771 EE8 2015 3,700,000 
3.820% 276771EF5 2016 4,420,000 
3.920% 276771EG3 2017 4,660,000 
4.000'Vo 276771EHI 2018 4,910,000 
4.000% 276771EJ7 2019 5,155,000 
4.150% 276771EK4 2020 5,415,000 

$51,370,000 
Water and Sewer Revenue Certificates of Participation 

Series 20018 

Interest 
Rate 

5.250% 
5.250% 
5.375% 
4.400% 
4.500% 
5.250% 
5 375% 
5.375% 
5.000% 
5.000% 
5.000% 

_y_i�ld 

4.250% 
4.350% 
4.450% 
4.450% 
4.550% 
4.550% 
4.630% 
4.700% 
4.800% 
4.850% 
4.900% 

$51,370,000 5.000°1;, Term Certificates due July I, 2030 Yield 5.080% CUSIP: 276771 EY4 
(Plus Accrued Interest) 

$13,985,000 
Water and Sewer Revenue Refunding Certificates of Participation 

Series 2001 C 

Sl3,985,000 Serial Certificates 

Principal Interest Payment Principal Interest 
A_l!)ount Rate Yklcl ClJSIP Date Amount Rgt� Yield 

100,000 4.000% 3.000% 276771EZI 2008 1,455,000 4.000% 3.820% 
105,000 4.000% 3.200% 276771FA5 2009 1,515,000 4.000% 3.920% 
110,000 4.000% 3.350% 2767711'83 2010 1,570,000 4.000% 4.000% 

1,290,000 4.000% 3.450% 276771FCI 2011 1,635,000 4.000% 4.150% 
1,340,000 4.000% 3.570% 276771FD9 2012 1,700,000 4.250% 4.250% 
1,395,000 4.000% 3.700% 276771FE7 2013 1,770,000 4.250% 4.350% 

CU�_I_E 

276771 EL2 
276771 EN8 
276771EP3 
276771EQ1 
276771ER9 
276771ES7 
276771ET5 
276771EU2 
276771EYO 
276771EW8 
276771EX6 

�IJ_SIP 

276771FF4 
276771FG2 
276771FHO 
276771FJ6 
276771FK3 
276771FLI 



No dealer, broker, salesperson or other person has been authorized by the Underwriter, the District, the Corporation or the 
Trustee to give any information or to make any representations other than those contained herein and, if given or made, such other 
information or representation must not be relied upon as having been authorized by any of the foregoing. 

This Official Statement does not constitute an offer to sell or the solicitation of an offer to buy nor shall there be any sale of the 
Certificates by a person in any jurisdiction in which such offer, solicitation or sale would be unlawful prior to registration or qualification 
under the securities laws of such jurisdiction. This Official Statement is not to be construed as a contract with the purchasers or any of 
the owners of Certificates. Any statement made in this Official Statement involving estimates, forecasts or matters of opinion, whether or 
not expressly so stated, are intended solely as such and not as representations of fact. The information set forth herein has been furnished 
by the District. The Depository Trust Company, Financial Guaranty Insurance Company and other sources which are believed to be 
reliable, but is not guaranteed as to accuracy or completeness, and is not to be construed as representations by the Underwriter. The 
information and expressions of opinion herein are subject to change without notice and neither the delivery of this Official Statement nor 
any sale made hereunder shall, under any circumstances, create any implication that there has been no change in the affairs of the District 
since the date hereof. 

In reliance upon exemptions contained in such acts, the Certificates have not been registered under the Securities Act of 1933, 
nor have the Trust Agreements been qualified under the Trust Indenture Act of 1939. The registration or qualification of the Certificates 
in accordance with applicable provisions of securities laws of any state in which the Certificates have been registered or qualified and the 
exemption from registration or qualification in other states cannot be regarded as a recommendation. Neither those states nor any of their 
agencies have passed upon the merits of the Certificates or the accuracy or completeness of this Official Statement. 

IN CONNECTION WITH THE OFFERING OF THE CERTIFICATES, THE UNDERWRITER MAY OVERALLOT 
OR EFFECT TRANSACTIONS THAT MAY STABILIZE OR MAINTAIN THE MARKET PRICE OF SUCH 
CERTIFICATES AT A LEVEL ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN THE OPEl'i MARKET. SUCH 
STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME. 

EASTERN MUNICIPAL WATER DISTRICT 
2270 Trumble Road 

P.O. Box 8300 
Perris. California 92572-8300 

BOARD OF DIRECTORS AND OFFICERS OF THE DISTRICT 
Rodger D. Siems. President 

Richard R. Hall, Vice President 
Marion V. Ashley, Director 
Randy A. Record. Director 
David J. Slawson. Director 

Mary C. White, Board Secretary 
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Marion V. Ashley. President 
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Randy A. Record, 2nd Vice President 

David J. Slawson, 3rd Vice President-'Secretary 
Richard R. Hall, 4th Vice PresidenL'Treasurer 
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DISTRICT STAFF 
John B. Brodin, General Manager 
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Redwine & Sherrill, Legal Counsel 
Mary C. White, Board Secretary 

Charles E. Rathbone, Jr., Director of Finance 
Joseph J. Kuebler, CPA, Treasurer 

SPECIAL COUNSEL 
Stradling Yocca Carlson & Rauth 

a Professional Corporation 
Newport Beach, California 

TRUSTEE 
U.S. Trust Company National Association 

Los Angeles, California 

FINANCIAL ADVISOR 
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INTRODUCTION 

This Official Statement, including the cover page and Appendices hereto, is provided to furnish certain 
information in connection with the offering of $68,735,000 aggregate principal amount of Water and Sewer 
Revenue Refunding Certificates of Participation, Series 2001A (the "2001A Certificates"), $5 1,370,000 aggregate 
principal amount of Water and Sewer Revenue Certificates of Participation, Series 2001 B  (the "2001B 
Certificates"), and $13,985,000 aggregate principal amount of Water and Sewer Revenue Refunding Certificates of 
Participation, Series 2001C (the "2001C Certificates"; and together with the 2001A Certificates and 2001B 
Certificates, the "Certificates" or the "2001 Certificates"). The 2001A, 2001B and 2001C Certificates represent the 
interests of the registered owners thereof in payments (the "1991A Installment Sale Payments", the "2001B 
Installment Sale Payments" and the "1993A Installment Sale Payments," respectively, and collectively, the 
"Installment Sale Payments") to be made by the Eastern Mllllicipal Water District (the "District"), a municipal water 
district organized and existing in accordance with the Mllllicipal Water District Law, Division 20 of the Water Code 
of the State of California, as amended (the "Law"), pursuant to the 1991A Installment Sale Agreement, dated as of 
June 1 ,  1991 ,  as amended (the "1991A Installment Sale Agreement"), pursuant to the 2001B Installment Sale 
Agreement, dated as of April 1, 2001 (the "2001B Installment Sale Agreement") and pursuant to the 1993A 
Installment Sale Agreement, dated as of May 1, 1993, as amended (the "1993A Installment Sale Agreement"; and 
together with the 1991A Installment Sale Agreement and the 2001B Installment Sale Agreement, the "Installment 
Sale Agreements"), respectively, each by and between the District and the Eastern Municipal Water District 
Facilities Corporation, a California non-profit public benefit corporation (the "Corporation"). 

A portion of the proceeds of the 2001A Certificates will be used to provide moneys for the purpose of the 
prepayment of the 1991A Certificates (as hereinafter defined) maturing July 1 in the years 2001 through 2020, 
inclusive. A portion of the proceeds of the 2001B Certificates will be used to provide moneys for the purpose of 
financing the cost of design, acquisition and construction of certain capital improvements (the "2001B Project") in 
the Dis1rict' s Water and Sewer System (as defined in the Master Resolution)(including reimbursements to the 
District for certain prior expenditures made in respect of the 2001B Project). A portion of the proceeds of the 2001C 
Certificates will be used to provide moneys for the purpose of the prepayment of the 1993A Certificates (as 
hereinafter defined) maturing July 1 in the years 2005 through 2013, inclusive. The remainder of the proceeds of the 
Certificates will be used to (a) pay the mlillicipal bond insurance policy premium for the Certificates, (b) to fund 
debt service reserve funds established for the Certificates and (c) to pay the costs of issuing the Certificates. 

The 2001A Certificates will be delivered pursuant to a Trust Agreement, dated as of June 1 ,  1991, as 
supplemented and amended by the Ftrst Supplement to Trust Agreement, dated as of April 1 ,  1997, and by the 
Second Supplement to Trust Agreement, dated as of April 1 ,  2001 (the "1991A Trust Agreement"), by and among 
the District, the Corporation and U.S .  Trust Company National Association, as trustee (the "Trustee" or the "1991A 
Trustee"). Pursuant to the 1991A Trust Agreement, the Corporation assigned to the Trustee, for the benefit of the 
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registered owners of the 1991  A Certificates, the 1 997 A Certificates ( as hereinafter defined) and the 200 1  A 
Certificates, all of its rights to receive the 199 1  A Installment Sale Payments and certain other rights and interests of 
the Corporation in the 1 99 1 A  Installment Sale Agreement. Under the 1 99 1 A  Trust Agreement, the 1 99 1A Trustee 
executed and delivered ( i) on June 27, 199 1 ,  $99,995 ,000 aggregate principal amount of Water and Sewer Revenue 
Refunding Certificates of Participation, Series 1 99 IA  (the " 199 l A  Certificates"), and (ii) on July 1 0, 1 997, 
$2 1 .835 ,000 aggregate principal amount of Water and Sewer Revenue Refunding Certificates of Participation, 
Series 1997 A (the '' 1 997 A Certificates"), each evidencing and representing interests of the O\\-ners thereof in the 
1 99 1  A Installment Sale Payments to be made by the District under the 1 99 1  A Installment Sale Agreement. The 
District entered into the l 99 1 A  Installment Sale Agreement for the principal purpose of prepaying certain 
obligations in order to realize cost savings. 

The 200 1B  Certificates will be delivered pursuant to a Trust Agreement, dated as of April L 200 1 (the 
"200 18 Trust Agreement"), by and among the District, the Corporation and U.S. Trust Company National 
Association, as trustee (the "Trustee" or the "200 1 B  Trustee"). Pursuant to the 200 1B  Trust Agreement, the 
Corporation will assign to the Trustee, for the benefit of the registered o\\-ners of the 200 1 B Certificates, all of its 
rights to receive the 200 1 B  Installment Sale Payments and certain other rights and interests of the Corporation in the 
200 1 B Installment Sale Agreement. 

The 200 1C Certificates will be delivered pursuant to a Trust Agreement, dated as of May 1 ,  1 993,  as 
supplemented and amended by the First Supplement to Trust Agreement, dated as of April 1 ,  200 1 (the " 1993A 
Trust Agreement"), by and among the District, the Corporation and U.S. Trust Company National Association, as 
trustee (the "Trustee" or the " l  993A Trustee"). Pursuant to the l 993A Trust Agreement, the Corporation assigned 
to the Trustee, for the benefit of the registered owners of the 1 993A Certificates and the 200 1 C Certificates, all of its 
rights to receive the l 993A Installment Sale Payments and certain other rights and interests of the Corporation in the 
l 993A Installment Sale Agreement. Under the l 993A Trust Agreement, the Trustee executed and delivered on May 
26, 1993 $46,340,000 aggregate principal amount of Water and Sewer Revenue Certificates of Participation, Series 
l 993A (the " l  993A Certificates"), evidencing and representing interests of the owners thereof in the l 993A 
Installment Sale Payments to be made by the District under the l 993A Installment Sale Agreement. The District 
entered into the 1 993A Installment Sale Agreement for the principal purpose of financing the cost of the design, 
acquisition and construction of certain improvements (the " 1 993A Project") to the District 's Water and Sewer 
System. 

The 1 99 1A Trust Agreement, the 200 1 B  Trust Agreement and the 1 993A Trust Agreement are herein 
collectively referred to as the "Trust Agreements." The Corporation shall not have any obligation or liability to the 
owners of the Certificates with respect to the District's performance of its obligations under the Installment Sale 
Agreements or the Trust Agreements . 

The Installment Sale Payments are payable solely from Net Water and Sewer Revenues (as defined 
hereinafter). On March 20, 1 99 1 ,  the District adopted its Resolution No. 2667, entitled "A Resolution of the Board 
of Directors of the Eastern Municipal Water District Providing for the Allocation of Water and Sewer System 
Revenues and Establishing Covenants to Secure the Payments of Obligations Payable from Net Water and Sewer 
Revenues" (the "Master Resolution"). Subsequently, on May 13 , 1 993,  the First Supplemental Master Resolution 
�o. 2667. 1 was adopted by the District, which redefined "current water and sewer revenues." The District's 
obligation to make the Installment Sale Payments from Net Water and Sewer Revenues is absolute and 
unconditional and the D istrict has covenanted to continue such payments whether or not the facilities financed by 
the Installment Sale Agreements are operating or operable . Such payments are not subject to annual appropriation 
or abatement in the event of loss or destruction. A debt service reserve fund for the 200 1 A  Certificates and the 
1 997 A Certificates has been established under the 1 99 1  A Trust Agreement in the amount of $7,294,537 .50, which 
amount gives effect to the issuance of the 2001 A Certificates and the refunding of the 1 99 1  A Certificates as 
described herein, a debt service reserve fund for the 200 1 8  Certificates has been established in the initial amount of 
$5,098,534.66, and a debt service reserve fund for the l 993A Certificates and the 200 1 C Certificates has been 
established under the l 993A Trust Agreement in the amount of $3, 140,287 .50 which amount gives effect to the 
issuance of the 200 1 C  Certificates and the refunding of a portion of the 1 993A Certificates as described herein, each 
representing the respective Debt Service Reserve Fund Requirements (as defined herein). (See, SECURITY Ai�D 
SOURCES OF PAYMENT - Debt Service Reserve Fund for information relating to the calculation of the 
respective Debt Service Reserve Fund Requirements for the Installment Sale Agreements.) The District has no 
obligations or indebtedness outstanding which are senior to the Installment Sale Payments with respect to payment 
from Net Water and Sewer Revenues. 
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Payment of the principal and interest with respect to the Certificates when due will be insured by a 
municipal bond insurance policy to be provided by Financial Guaranty Insurance Company simultaneously with the 
delivery of the Certificates. (See, CERTIFICATE PAYMENT INSURANCE.) 

The Certificates will be executed and delivered in book-entry form only. Interest with respect to the 
Certificates is payable to the registered owners as of the Regular Record Date on January 1 and July 1 in each year, 
commencing July 1 ,  200 1 .  The Certificates will be subject to prepayment prior to maturity, including optional 
prepayment in whole or in part and mandatory prepayment in whole or in part, as more fully described herein. (See, 
THE CERTIFICATES.) 

On March 28,  1 991  and February 5 ,  1 998, U.S. Trust Company National Association as trustee (the 
"Trustee" or the " 1 99 1  Trustee'') under a certain Trust Agreement, dated as of March 1 5, 199 1 ,  as amended by First 
Supplement to Trust Agreement, dated as of January 1 5 ,  1998 (the " 199 1  Trust Agreement"), executed and 
delivered $ 1 28,690,000 aggregate principal amount of Water and Sewer Revenue Certificates of Participation, 
Series 1 99 1  (the " 1 99 1  Certificates") and $39,655 ,000 aggregate principal amount of Water and Sewer Revenue 
Refunding Certificates of Participation, Series 1 998A (the " 1998A Certificates"), respectively, evidencing and 
representing interests in the owners thereof in installment payments (the " 1 99 1 Installment Sale Payments") to be 
made by the District under the 199 1  Installment Sale Agreement, dated as of March 1 5, 1 99 1 ,  as amended by First 
Amendment to 1 99 1  Installment Sale Agreement, dated as of January 1 5, 1 998 ( the " 199 1 Installment Sale 
Agreement"). Pursuant to the 1 991 Trust Agreement, the Corporation assigned to the Trustee, for the benefit of the 
registered owners of the 1991  Certificates and the l 998A Certificates, all of its rights to receive the 1 99 1  Installment 
Sale Payments and certain other rights and interests of the Corporation in the 1 99 1  Installment Sale Agreement. 

On May 26, 1 993, U.S. Trust Company National Association, as trustee (the "Trustee" or " 1 993B Trustee") 
under a certain trust agreement dated as of May 1 ,  1 993 (the "l 993B Trust Agreement"), executed and delivered 
$65 ,795,000 aggregate principal amount of Water and Sewer Revenue Refunding Certificates of Participation, 
Series l 993B (the " 1993B Certificates") evidencing and representing interests of the owners thereof in installment 
payments (the " l  993B Installment Payments") to be made by the District as the purchase price for certain property 
pursuant to a 1 993B Installment Sale Agreement, dated as of May 1 ,  1 993 (the " 1993B Installment Sale 
Agreement") with the Corporation. The District entered into the 1 9938 Installment Sale Agreement for the 
principal purpose of prepaying certain of the 1 99 1  Installment Payments in order to realize costs savings. The 
1 9938 Certificates are variable rate certificates which, until converted to a fixed interest rate, bear interest at a 
weekly interest rate. However, 19938 Installment Sale Payments currently being made by the District have been 
fixed pursuant to the terms of an interest rate swap agreement (the "Swap Agreement") entered into simultaneously 
with the execution and delivery of the l 993B Certificates. Pursuant to the 19938 Installment Sale Agreement, 
19938 Installment Sale Payments are required to be sufficient to meet the District's payment obligations with regard 
to principal and interest represented by the l 993B Certificates,  payments by the District pursuant to the Swap 
Agreement and payment obligations of the District pursuant to other contractual obligations incurred in connection 
with the I 993B Certificates. (See, THE DISTRICT - Debt Structure of the District - The l 993B Certificates and 
Related Obligations, for a description of the obligations of the District in connection with the 1 993B Certificates.) 

The District 's  obligation to make the 1 99 1  Installment Sale Payments and the l 993B Installment Payments 
is on a parity with the 1 99 1 A  Installment Sale Payments, 200 1 B  Installment Sale Payments, and 1 993A Installment 
Sale Payments with respect to payment from Net Water and Sewer Revenues. In addition, under the 1 99 1A Trust 
Agreement, the 200 1 A  Certificates are on a parity with the 1 997 A Certificates with respect to payment from the 
1 991  A Installment Sale Payments. Under the l 993A Trust Agreement, the 200 IC  Certificates are on a parity with 
the 1993A Certificates with respect to payment from the 1 993A Installment Sale Payments. (See, THE DISTRICT 
- Debt Structure of the District for a description of the District's outstanding indebtedness.) 

The obligation of the District to make the Installment Sale Payments is a limited obligation payable 
solely from Net Water and Sewer Revenues; and neither the full faith and credit nor the taxing power of the 
District, the County of Riverside, the State of California or any of its political subdivisions is pledged for the 
pa:yment thereof. 

Brief descriptions of the Certificates, the security and sources of payment for the Certificates and the 
District and its Capital Improvement Program are provided herein. Such descriptions do not purport to be 
comprehensive or definitive. Definitions of certain capitalized terms used herein may be found in APPENDIX C 
- SUMMARY OF PRINCIPAL LEGAL DOCUMENTS - Certain Definitions. All references made to various 
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documents herein are qualified in their entirety by reference to the forms thereof, all of which are available for 
inspection at the office of the D irector of Finance of the D istrict (see address on the inside cover of this Official 
Statement). 

CONTINUING DISCLOSURE 

Pursuant to Rule 1 5c2- 1 2  under the Securities Exchange Act of 1 934, the District has undertaken for the 
benefit of holders and beneficial owners of the Certificates to provide certain on-going financial information and 
operating data (the ''Annual Information") relating to the District. and to provide notices of the occurrence of certain 
enumerated events with respect to the Certificates, if material. The Annual Information relating to the District is to 
be provided annually not later than 1 80 days following the end of such Fiscal year, beginning with the Fiscal year 
ending June 30, 200 1 . The Annual Information will be filed by or on behalf of the District with each Nationally 
Recognized Municipal Securities Information Repository (the '"NRMSIRS") and with the State Depository for the 
State of California, if any (the "State Depository") . The current NR.\1SIRS are Bloomberg Municipal Repositories, 
P.O. Box 840, Princeton, NJ 08542-0840. DPC Data Inc . ,  One Executive Drive, Fort Lee, NJ 07024, Interactive 
Data, Attn: Repository, 1 00 Williams Street, :\J"ew York, N'Y 1 0038 and Standard & Poor's J.J. Kenny Repository, 
5 5  Water Street. 45th Floor, New York, NY 1004 1 .  At this time, there is no State Depository. Notices of the 
aforesaid material events will be filed by or on behalf of the District with the NRMSIRS or the Municipal Securities 
Rulemaking Board (the "MSRB") and with the State Depository. The nature of the information to be provided in 
the Annual Information and the notices of such material events is set forth in "APPENDIX C - SUM:"\fARY OF 
PRINCIPAL LEGAL DOCUMENTS - Summary of Certain Provisions of the 1 991A Trust Agreement, 
Summary of Certain Provisions of the 2001B Trust Agreement and Summary of Certain Provisions of the 
1993A Trust Agreement - Continuing Disclosure ." 

THE 2001B PROJECT AND THE REFUNDING PLAN 

Second 1991 A Escrow Agreement 

A portion of the proceeds received from the sale of the 2001A Certificates will be used to establish an 
irrevocable escrow (the "Second 1 99 1 A  Escrow Fund") held by the 1 99 1A Trustee, as escrow bank (the " 1 99 1 A  
Escrow Bank"), pursuant to an Escrow Agreement, dated as of April 1 ,  2001 (the "Second 199 1A  Escrow 
Agreement"), by and among the District, the Corporation and the 1 99 1  A Escrow Bank. Moneys on deposit in the 
Second 1 99 1 A  Escrow Fund will be invested in direct obligations of, or obligations unconditionally guaranteed by, 
the United States Government (the " 1 99 1A Escrow Securities"), the interest and principal payments from which 
shall secure and provide funds for the District's payments due on July 1, 200 1 under the 1 99 1  A Installment Sale 
Agreement (representing the principal of the 199 1A Certificates maturing July 1 ,  200 1 and the interest with respect 
to the 199 1 A  Certificates maturing July I ,  200 1  through 2020, inclusive). Such respective amounts will be applied: 
(a) to the principal of the 1 99 1 A  Certificates maturing July 1 ,  200 1 ;  (b) to the interest due on July L 200 1 with 
respect to the 1 99 1A Certificates maturing July L 200 1 through 2020, inclusive; and (c) to optionally prepay on July 
L 200 1 the 1 991A Certificates maturing July 1 ,  2002 through 2020, inclusive. (See, VERIFICATION OF 
ARITHMETICAL A;.�D MATHEMATICAL COMPUTATIONS.) 

Establishment of the Second 1 99 1 A  Escrow Fund will operate to defease the 1 99 1A  Certificates maturing 
July 1 ,  200 1 through 2020, inclusive. The owners of the 1 99 1 A  Certificates maturing July 1 ,  200 1  through 2020, 
inclusive, will remain the owners of an undivided interest in the payments due under the 1 99 1  A Installment Sale 
Agreement, but only out of the moneys and securities on deposit in the Second 1 99 1  A Escrow Fund. The 1 99 1  A 
Escrow Bank is irrevocably committed: (a) to make payments of that portion of the District's payments due on July 
1 ,  200 1 under the 1 99 1  A Installment Sale Agreement and relating to the 1 99 1  A Certificates maturing July I ,  200 1 
through 2020, inclusive; and (b) to cause the prepayment on July 1 ,  200 1  of the District's payments due July 1 ,  2002 
through July 1, 2020, inclusive, together with interest accrued as of that date, under the 1 99 lA Installment Sale 
Agreement and relating to the 1 99 1  A Certificates maturing July 1 ,  200 1 through 2020, inclusive. 
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2001B Project 

The District is entering into the 2001B Installment Sale Agreement to provide, among other things, for 
financing the cost of the design, acquisition and construction of the 2001B Project. The 2001B Project includes, 
among others, the following capital improvements to the District's Water and Sewer System: (i) the construction of 
improvements to the Moreno Valley Regional Water Reclamation Facility (MVRWRF) and appurtenances thereto; 
(ii) the construction of improvements to the Sanderson Lift Station and appurtenances thereto; (iii) the construction 
of the Perris Water Treannent Plant and appurtenances thereto; and (iv) the construction of the Menifee Desalter 
Plant and appurtenances thereto. (See, TIIE CAPITAL IMPROVEMENT PROGRAM - Description of 2001B 
Project.) 

First 1993A Escrow Agreement 

A portion of the proceeds received from the sale of the 2001C Certificates will be used to establish an 
irrevocable escrow (the "First 1993A Escrow Fund") held by the 1993A Trustee, as escrow bank (the "1993A 
Escrow Bank"), pursuant to an Escrow Agreement, dated as of April 1, 2001 (the "First 1993A Escrow 
Agreement"), by and among the District, the Corporation and the 1993A Escrow Bank. Moneys on deposit in the 
First 1993A Escrow Fund will be invested in direct obligations of, or obligations unconditionally guaranteed by, the 
United States Government (the "1993A Escrow Secwities"), the interest and principal payments from which shall 
secure and provide funds for: (a) a portion of the District' s Installment Sale Payments due on and prior to July 1 ,  
2003 under the 1993A Installment Sale Agreement (representing the interest with respect to the 1993A Certificates 
matming July 1, 2005 through 2013, inclusive) and (b) the District's optional prepayment on July 1, 2003 of the 
District' s Installment Sale Payments due July 1, 2005 to 2013. inclusive, under the 1993A Installment Sale 
Agreement. Such respective amounts will be applied: (a) to the interest due on and prior to July 1, 2003 with 
respect to the 1993A Certificates maturing July 1 ,  2005 through 2013, inclusive; and (b) to optionally prepay on July 
1, 2003 the 1993A Certificates maturing July 1 ,  2005 through 2013, inclusive. (See, VERIFICATION OF 
ARITHMETICAL AND MATHEMATICAL COMPUTATIONS.) 

Establishment of the First 1993A Escrow Fund will operate to defease the 1993A Certificates maturing 
July 1 ,  2005 through 2013 ,  inclusive. The owners of the 1993A Certificates maturing July 1 ,  2005 through 201 3, 
inclusive, will remain the owners of an undivided interest in the payments due under the 1993A Installment Sale 
Agreement, but only out of the moneys and securities on deposit in the First 1993A Escrow Fund. The 1993A 
Escrow Bank is irrevocably committed: (a) to make payments of that portion of the District' s payments due on and 
prior to July 1 ,  2003 under the 1993A Installment Sale Agreement (representing the interest with respect to the 
1993A Certificates maturing July 1 ,  2005 through 201 3, inclusive); and (b) to cause the prepayment on July 1 ,  2003 
of the District's payments due July 1 ,  2005 through July 1 ,  2013, inclusive, under the 1993A Installment Sale 
Agreement and relating to the 1993A Certificates matming July 1, 2005 through 2013, inclusive. 

5 



THE CERTIFICATES 

The following is a summary of certain provisions of the Certificates. Reference is made to the Trust 
Agreements for the complete provisions thereof, and the discussion herein is qualified in its entirety by such 
reference. 

General 

The Certificates will be dated March 1 5. 2001 . The 200 1A  Certificates, 200 1 B  Certificates and 200 1 C  
Certificates will be executed and delivered in the aggregate principal amount of $68,735 .000, $5 1 ,370.000, and 
$ 1 3 ,985 ,000, respectively as fully registered Certificates in the name of CEDE & Co., nominee of The Depository 
Trust Company, New York. New York ("DTC"). as registered owner of all Certificates. The principal of and 
interest with respect to the Certificates will be paid directly to CEDE & Co. by the Trustee as long as DTC or its 
nominee, CEDE & Co. is the registered ovmer of the Certificates .  For information relating to DTC and the DTC 
book-entry system as it relates to the Certificates, see, APPENDIX D - BOOK-ENTRY-0.l'i"LY SYSTEM. 

Interest with respect to the Certificates will be payable at the rates set forth on the cover page of this 
Official Statement on January 1 and July 1 of each year, commencing July I ,  200 1 .  Principal with respect to the 
Certificates will be payable on July 1 in each of the years, and in the amounts, set forth on the inside cover page of 
this Official Statement unless paid through mandatory sinking fund payments as hereinafter described or upon prior 
prepayment. 

Mandatory Sinking Fund Payments 

200 1 A Certificates. The 200 1 A Certificates are not subject to mandatory sinking fund payments. 

200 1 B  Certificates. The 200 1 B  Certificates maturing on July I ,  2030 are subject to mandatory prepayment 
prior to such Certificate Payment Date, in part by lot on the dates shown on the following schedule. in integral 
multiples of $5 ,000, solely from the principal components of scheduled 200 1B  Installment Sale Payments becoming 
due on such dates, at a price equal to the sum of the principal amount evidenced and represented by the 200 1 B 
Certificates to be prepaid plus accrued interest evidenced and represented thereby to the date fixed for prepayment, 
without premium. 

Term Certificates 
Maturing July I, 2030 

2024 
2025 
2026 
2027 
2028 
2029 
2030* 

·stated Maturity 

Principal Amount 
$6,3 1 0.000 
6,625 ,000 
6,955,000 
7,305 ,000 
7,670,000 
8,050,000 
8,455,000 

200 1 C Certificates .  The 200 IC Certificates are not subject to mandatory sinking fund payments. 
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Optional Prepayments 

200 1 A  Certificates. The 200 1 A  Certificates with Certificate Payment Dates on or after July 1 ,  2012, are 
subject to optional prepayment, representing prepaid 1 99 1A  Installment Sale Payments, by the District prior to their 
Certificate Payment Dates, on any date on or after July 1 ,  201 1 ,  as a whole, or in part (and, if in part, the particular 
maturities or portions of a maturity to be determined by the District in its discretion), in integral multiples of $5,000, 
from any source of available funds, at a prepayment price equal to the sum of the principal amount of the 200 1 A  
Certificates to b e  prepaid, plus accrued interest evidenced and represented thereby to the date fixed fo r  prepayment, 
without premium. 

If less than an entire maturity of 200 1 A  Certificates are to be so redeemed, the particular 200 1 A  
Certificates to b e  redeemed will b e  selected by lot. 

200 1 B  Certificates. The 200 1 B  Certificates are subject to optional prepayment, representing prepaid 
200 1B Installment Sale Payments, by the District prior to their Certificate Payment Date, on any date on or after 
July I ,  20 1 1 ,  as a whole, or in part (and, if in part, the particular maturities or portions of a maturity to be 
determined by the District in its discretion), in integral multiples of $5,000, from any source of available funds, at a 
prepayment price equal to the sum of the principal amount of the 200 1B  Certificates to be prepaid, plus accrued 
interest evidenced and represented thereby to the date fixed for prepayment, without premium. 

If less than an entire maturity of 200 lB Certificates are to be so redeemed, the particular 200 I B Certificates 
to be redeemed will be selected by lot. 

200 IC Certificates. The 2001  C Certificates with Certificate Payment Dates on or after July I ,  2012,  are 
subject to optional prepayment, representing prepaid 1993A Installment Sale Payments, by the District prior to their 
Certificate Payment Dates, on any date on or after July l ,  20 1 1 , as a whole, or in part (and, if in part, the particular 
maturities or portions of a maturity to be determined by the District in its discretion), in integral multiples of $5,000, 
from any source of available funds, at a prepayment price equal to the sum of the principal amount of the 200 1C 
Certificates to  be  prepaid, plus accrued interest evidenced and represented thereby to the date fixed for  prepayment, 
without premium. 

If less than an entire maturity of 200 l C Certificates are to be so redeemed, the particular 200 1 C Certificates 
to be redeemed will be selected by lot. 

Optional Prepayment From Insurance or Condemnation Proceeds 

The Certificates are subject to optional prepayment by the District on any date prior to their Certificate 
Payment Dates, as a whole, or in part (and, if in part, the particular maturities or portions of a maturity within a 
series of Certificates to be determined by the District in its discretion) ,  in integral multiples of $5,000, from proceeds 
of insurance awards or condemnation proceedings received by the District in connection with the damage, 
destruction or condemnation of all or any portion of the Water and Sewer System, at a prepayment price equal to the 
sum of the principal amount or such part thereof evidenced and represented by the Certificates to be prepaid, plus 
accrued interest evidenced and represented thereby to the date fixed for prepayment, without premium. 

Other Prepayment Provisions 

Notice. Notice of prepayment of any Certificate will be mailed, not less than 30 nor more than 60 days 
prior to the prepayment date, to the registered owner thereof. So long as the DTC Book-Entry System (as defined in 
APPENDIX D - BOOK-E�TRY-ONL Y SYSTEM) is used, such notice shall be mailed to CEDE & Co., as 
nominee of DTC and the delivery of such notice is solely the responsibility of DTC. Any failure to receive such 
notice or any immaterial defect contained therein shall not affect the validity of the proceedings for the prepayment 
of such Certificate. 

Effect of Prepayment. From and after the date so designated for prepayment, the interest represented by the 
Certificates so called for prepayment will cease to accrue, and such Certificates will cease to be entitled to any 
benefit or security under the 1 99 1 A  Trust Agreement, 200 1 B  Trust Agreement or I993A Trust Agreement, as 
applicable, and the registered owners of such Certificates will have no rights in respect thereof except to receive 
payment of the prepayment price represented thereby. 
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SECURITY k�D SOURCES OF PAYMENT 

Capitalized terms used herein and not otherwise defined shall have the meanings set forth in APPENDIX 
C - SUMMARY OF PRINCIPAL LEGAL DOCl:"MENTS - Certain Definitions. 

Installment Sale Payments 

Pursuant to the Installment Sale Agreements, the District is obligated to make Installment Sale Payments, 
solely from :t\ et Water and Sewer Revenues ( as defined below), the combined totals of which 199 1  A Installment 
Sale Payments are in amounts equal to the principal and interest components of the 200 1 A  Certificates and the 
Outstanding 1 997 A Certificates, 200 1B  Installment Sale Payments are in amounts equal to the principal and interest 
components of the 200 1 B  Certificates, and 1993A Installment Sale Payments are in amounts equal to the principal 
and interest components of the l 993A Certificates and the 200 1 C Certificates. The obligation of the District to pay 
such Installment Sale Payments is absolute and unconditional, and until such time as the Installment Sale Payments 
have been paid in ful] (or provision for the payment thereof shall have been made pursuant to the InstalJment Sale 
Agreements), the District will not discontinue or suspend any Installment Sale Payment required to be paid by it 
under the Installment Sale Agreements when due, whether or not the project financed thereby or any part thereof is 
operating or operable, or its use is suspended, interfered with, reduced, curtailed or terminated in whole or in part, 
and such payments wil1 not be subject to reduction whether by offset, abatement or otherwise and wil1 not be 
conditional upon the performance or nonperformance by any party to any agreement for any cause whatsoever. 

Under the 1 99 1  A Trust Agreement, the 200 1 A Certificates are on a parity with the 1 997 A Certificates with 
respect to payment from the 1 99 1 A  Installment Sale Payments. Under the 1 993A Trust Agreement, the 200 1 C  
Certificates are on a parity with the l 993A Certificates with respect to payment from the 1 993A Installment Sale 
Payments. 

The obligation of the District to make the Installment Sale Payments pursuant to the Installment Sale 
Agreements is a limited obligation of the District payable solely from Net Water and Sewer Revenues on a 
parity with other revenue obligations. including without limitation bonds, installment sale agreements, leases 
and contracts of indebtedness; and neither the full faith and credit nor the taxing power of the District, the 
County of Riverside, the State of California or any of its political subdivisions is pledged for the payment of 
the Installment Sale Payments. 

Net Water and Sewer Revenues 

Allocation of Water and Sewer Revenues. The Master Resolution provides for the allocation of Water and 
Sewer Revenues (defined hereinafter). Such provisions apply to the Installment Sale Agreements as well as to such 
other debts and obligations payable from Water and Sewer Revenues which are outstanding currently and as the 
District may issue or incur in the future, including without limitation water and sewer revenue bonds, installment 
sale agreements, leases and contracts of indebtedness. 

The Master Resolution establishes seven special funds which are held by the District: a Water and Sewer 
Revenue Fund; a Rate Stabilization Fund: an Operating Fund; an Installment Payment Fund; an Operating Reserve 
Fund; a Subordinate Obligation Payment Fund; and a General Reserve Fund. 

Water and Sewer Revenues: Current Water and Sewer Revenues. Under the Master Resolution, "Water 
and Sewer Revenues" generally include all gross income and revenue received or receivable by the District from its 
o"wnership and operation of the Water and Sewer System, including income derived from water and wastewater 
sales, standby charges, sewer service charges, water and sewer plant capacity charges, water and sewer back-up 
charges, water and sewer frontage charges, water and sewer fees, annexation charges and certain investment 
earnings. "Water and Sewer Revenues" also include amounts transferred to the Water and Sewer Revenue Fund 
from the Rate Stabilization Fund (see below). Amounts transferred from the Water and Sewer Revenue Fund to the 
Rate Stabilization Fund are excluded from Water and Sewer Revenues. Water and Sewer Revenues also exclude 
any proceeds of taxes and any refundable deposits made to establish credit, and advances or contributions in aid of 
construction, but do include benefit assessments to the extent the proceeds of such assessments legally may be 
pledged to pay revenue obligations of the District. 
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"Current Water and Sewer Revenues" include all gross income and revenue received or receivable by the 
District from its ownership and operation of the Water and Sewer System, which are required to be deposited 
initially in the Water and Sewer Revenue Fund, and also include certain income from deposit or investment of funds 
established under the Master Resolution and the Trust Agreements. as more fully set forth in the Master Resolution, 
but exclude any proceeds of taxes and any refundable deposits made to establish credit, and advances or 
contributions in aid of construction. 

Rate Stabilization. In order to avoid fluctuations in its water and sewer rates, the District may transfer 
portions of its Current Water and Sewer Revenues from time to time to the Rate Stabilization Account, and from 
time to time transfer moneys from the Rate Stabilization Account to the Water and Sewer Revenue Account. It is 
expected that the amounts to be transferred into and out of the Rate Stabilization Account will be budgeted by the 
District on an annual basis in order to provide sufficient Water and Sewer Revenues to meet its capital improvement 
funding objectives and its covenant obligations under the Master Resolution. The District is currently contributing 
to the Rate Stabilization Account an amount equal to ten dollars ($ 1 0. 00) per acre foot of all retail sales of imported 
water. 

Maintenance and Operation Costs. The District is required to pay all Maintenance and Operation Costs 
(and to set aside reasonable reserves therefor) from the Operating Fund as they become due. Such costs include all 
costs paid or incurred by the District for maintaining and operating the Water and Sewer System, determined in 
accordance with Generally Accepted Accounting Principles, plus all payments in respect of Maintenance and 
Operation Obligations (as defined below), as more fully set forth in the Master Resolution. Maintenance and 
Operation Costs exclude depreciation, replacement and obsolescence charges or reserves therefor and amortization 
of intangibles, premiums and discounts, and interest expense. Also excluded are maintenance and operating costs 
paid from other than Water and Sewer Revenues, including, without limitation, costs paid from ad valorem property 
tax revenues. For additional information relating to the projected tax revenues which are expected to be used to pay 
maintenance and operation costs, see, PROJECTED OPERA TING RESULTS. 

The District may enter into contracts or leases with respect to the payment of certain maintenance and 
operating expenses. However, amounts paid pursuant to any contract or lease longer than five years (a 
"Maintenance and Operation Obligation") shall be treated as Maintenance and Operation Costs only if the District 
determines at the time it enters into such Obligation that (a) the making of payments on such Obligation as 
Maintenance and Operation Costs will not impair its ability to comply with its rate. covenant (hereinafter described) 
during the succeeding five Fiscal Years ( or during the five years after the commercial operation date of the project 
being financed with such Obligation, if later), and (b) the properties, services or commodities to be furnished 
pursuant to such Obligation can be economically and beneficially utilized by the District. If these criteria cannot be 
met, amounts due under the Obligation shall be paid out of the Subordinate Obligation Payment Fund or the General 
Reserve Fund unless, at the time such Obligation is initially incurred the District demonstrates compliance with one 
of its tests for Additional Parity Obligations, in which event such amounts may be paid from the Installment 
Payment Fund (each hereinafter described). 

Net Water and Sewer Revenues. Net Water and Sewer Revenues, the source of payment for the Installment 
Sale Payments and the Certificates, are defined by the Master Resolution to be, for any Fiscal Year, the Water and 
Sewer Revenues during such Fiscal Year less the Maintenance and Operation Costs during such Fiscal Year. 

Pledge 

Pursuant to the Installment Sale Agreements, the District pledges its Net Water and Sewer Revenues and 
the amounts on deposit in or to the credit of the Installment Payment Fund established under the Master Resolution 
to secure prompt payment of the Installment Sale Payments, which in the case of the 1 99 1  A Installment Sale 
Payments include the principal and interest with respect to the 1 997 A Certificates and in the case of the l 993A 
Installment Sale Payments include the principal and interest with respect to the 1993A Certificates. Such pledge is 
not senior or superior to, but is on a parity with, the pledge of the Master Resolution to the payment of all Other 
Parity Obligations incurred in accordance with the Master Resolution. 
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Flow of Funds 

Water and Sewer Revenue Fund. Cnder the Master Resolution, all Current Water and Sewer Revenues are 
deposited initially in the Water and Sewer Revenue Fund. The Water and Sewer Revenue Fund also receives 
transfers from the Rate Stabilization Fund. (See. Net Water and Sewer Revenues - Rate Stabilization. above .) 

Amounts in the Water and Sewer Revenue Fund are utilized to fund the Rate Stabilization Fund, to the 
extent determined by the District. Remaining amounts are to be set aside and deposited or transferred from the 
Water and Sewer Revenue Fund by the District, as the case may be, at the following times in the following order of 
priority: 

(a) Operating Fund. On or before the last Business Day of each month, the District shall deposit 
in the Operating Fund such amount as the District shall estimate is required, together with 
amounts then on deposit therein, to provide for the payment of Maintenance and Operation 
Costs estimated to be paid through the next month. 

(b) Installment Payment Fund. On or before the last Business Day of each month, the District 
shall deposit in the Installment Payment Fund, a sum equal to the Monthly Accrued Debt 
Service for such month. plus a sum equal to all Reimbursement Payments then due and 
payable, provided that no such deposit need be made if amounts on deposits in the Installment 
Payment Fund equal the amount of (i) Bond Payments and Installment Payments due with 
respect to all Bonds and Contracts on the next succeeding Interest Payment Date (with respect 
to interest) and Principal Payment Date (with respect to principal), (ii) Other Parity 
Obligations Payments due with respect to all Other Parity Obligations on the next succeeding 
Other Party Obligation Payment Date, and (iii) Reimbursement Payments then due and 
payable. 

( c) Bond or Contract or Other Paritv Reserve Funds. On or before the last Business Day of each 
month, the District shall transfer to each trustee for deposit in the applicable Bond or Contract 
or Other Parity Reserve Fund an amount equal to the amount, if any, required to be deposited 
therein to build up or replenish such Bond or Contract or Other Parity Reserve Fund as and to 
the extent required by the applicable Contract or Trust Agreement or Other Parity Obligation. 

Debt service reserve funds have been established in connection with the Certificates. (See, 
Debt Service Reserve Funds, below.) 

( d) Operating Reserve Fund. On or before the last Business Day of each month, the District shall 
transfer to the Operating Reserve Fund an amount equal to I / 1 2th (or such greater fraction if 
the period is less than 12 months as may be appropriate) of the amount which is equal to the 
difference between the sum on deposit in said Fund at the beginning of the then current Fiscal 
Year and not less than 1 /4 of the Maintenance and Operation Costs as set forth in the 
District's then current annual budget; provided, that, if any such monthly allocation shall be 
less than the amount required above for such month, the amount of the next succeeding 
monthly transfer shall be increased by the amount of such deficiency. 

(e) Subordinate Obligation Pavment Fund. On or before the last Business Day of each month, the 
District shall deposit in the Subordinate Obligation Payment Fund a sum equal to the amount 
required to be deposited under the instrument securing each Subordinate Obligation. 

(f) Subordinate Obligation Reserve Funds. On or before the last Business Day of each month, 
the District shall transfer to each trustee with respect to Subordinate Obligations for deposit in 
the debt service reserve fund, if any, with respect to such Subordinate Obligations an amount 
equal to the amount, if any, required to be deposited therein to build up or replenish such debt 
service reserve fund as and to the extent required by the applicable Subordinate Obligation or 
trust agreement or other instrument securing such Subordinate Obligation. 

(g) General Reserve Fund. On the last Business Day of each month, the District shall, after 
making each of the foregoing deposits and transfers, transfer all money remaining in the 
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Rate Covenant 

Water and Sewer Revenue Fund to the General Reserve Fund. The District may withdraw 
money in the General Reserve Fund for any lawful purpose of the District except to make 
transfers to the Rate Stabilization Fund. 

The District has covenanted under the Master Resolution that it will at all times fix, prescribe and collect or 
cause to be collected rates, fees and charges for Water and Sewer Service which are reasonably fair and 
nondiscriminatory and which will be at least sufficient to yield during each Fiscal Year Net Water and Sewer 
Revenues in an amount sufficient to meet each of the following requirements: First Requirement - Net Water and 
Sewer Revenues shall be at least 1 . 1 5  times the sum of all Debt Service on all Parity Obligations, plus the amount of 
all deposits required to be made to the Operating Reserve Fund; Second Requirement - Net Water and Sewer 
Revenues shall be at least 1 . 1 0  times the sum of all Debt Service on all Parity Obligations, plus the amount of all 
deposits required to be made to the Operating Reserve Fund, plus all debt service on all Subordinated Obligations; 
but, in any event such Net Water and Sewer Revenues shall be sufficient in each Fiscal Year to make all of the 
deposits and transfers contemplated by paragraphs (b) through ( f), above, under Flow of Funds. The District may 
make adjustments from time to time in such rates, fees and charges and may make such classification thereof as it 
deems necessary, but shall not reduce the rates, fees and charges then in effect unless the Net Water and Sewer 
Revenues from such reduced rates, fees and charges will at all times be sufficient to meet the requirements of this 
covenant. 

Additional Parity Obligations 

The District may at any time incur or issue Parity Obligations (that is, Obligations the payments of which 
are payable from the Net Water and Sewer Revenues on a parity with all other Parity Obligations, including without 
limitation Bonds and Contracts), provided: 

(a) The District shall certify that the District is not then in default under any Trust Agreement or 
with respect to any Parity Obligations. 

(b) Such Bond or Contract or other Parity Obligation shall not allow the declaration of payments 
thereunder to be immediately due and payable in the event of a default by the District thereunder or under 
the applicable Trust Agreement or other agreement unless such remedy is then allowed with respect to all 
Parity Obligations then Outstanding. 

Notwithstanding the foregoing prov1s1ons, there shall be no limitations on the ability of the 
District to execute Reimbursement Agreements. 

( c) Long-Term Parity Obligations may be incurred provided that one of the following tests, as 
evidenced by a certificate of the District (together with supporting calculations prepared by the District), is 
satisfied: 

1 .  The Debt Service Coverage Ratio, as defined in the Master Resolution (see 
APPENDIX C - SUMMARY OF PRINCIPAL LEGAL DOCUMENTS - Certain 
Definitions), for the most recent period of 1 2  full consecutive calendar months for which the 
financial statements of the District has been reported upon by an independent certified public 
accountant, taking into account (i) all Long-Term Parity Obligations then Outstanding, (ii) the 
Long-Term Parity Obligations then proposed to be incurred and (iii) all decreases (but not 
increases), if any, for Water and Sewer Service approved or then in effect as of such date of 
calculation, is not less than 1 . 1 0; or 

2 .  (A) The Debt Service Coverage Ratio for the most recent period of 12 full 
consecutive calendar months for which the financial statements of the District has been reported 
upon by an independent certified public accountant, (i) taking into account all Outstanding Long
Term Parity Obligations then Outstanding, (ii) but not taking into account the Long-Term Parity 
Obligations then proposed to be irlcurred, (iii) taking into account both the completion of all 
uncompleted Projects, if any, and the costs, if any. of financing such completion, and (iv) taking 
irlto account all increases and decreases, if any, for Water and Sewer Service approved or then in 
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effect as of such date of calculation, is not less than 1 . 1 5 ; and (B) taking into account the matters 
listed in clauses (i), ( iii) and (iv) of (A) above, plus the Long-Term Parity Obligations then 
proposed to be issued, the Debt Service Coverage Ratio for the first full Fiscal Year of the District 
following the completion of the Project if any, being paid for with the proceeds of such proposed 
Long-Term Parity Obligations. or following the incurrence of Long-Term Parity Obligations for 
refunding purposes, is expected to be not less than 1 . 1 5 . 

Certain other conditions and tests must be satisfied with respect to Parity Obligations that are not Long
Term Parity Obligations . For a summary of such conditions and tests, see, APPENDIX C - SUMMARY OF 
PRINCIPAL LEGAL DOCUMENTS - Summary of Certain Provisions of the Master Resolution. 

Debt Service Resene Funds 

A debt service reserve fund is established by the 1 99 1 A  Trust Agreement (the " 1 99 1 A  Debt Service 
Reserve Fund") and will be funded in the amount of $7,294.537 .50 after giving effect to the issuance of the 200 1 A  
Certificates and the refunding o f  the 1 99 1 A  Certificates as described herein. The 1 99 1 A  Debt Service Reserve Fund 
is required to be maintained in an amount equal to the lesser of (a) 1 00% of Maximum Annual 1 99 1 A  Installment 
Sale Payments or (b) 1 25% of Average Annual 1 991A Installment Sale Payments (the " 1 99 1 A  Debt Service 
Reserve Fund Requirement") .  Amounts in the 199 1  A Debt Service Reserve Fund are to be used for the payment of 
interest and principal with respect to the 200 1 A Certificates and the 1 997 A Certificates in the event that on any 
1 99 1 A  Installment Sale Payment Date the Trustee has not received sufficient 1991A Installment Sale Payments for 
such purpose. The 200 1A  Certificates and the 1997A Certificates are equally and ratably secured by the 1 99 1 A  
Debt Service Reserve Fund. 

A debt service reserve fund is established by the 200 1 8  Trust Agreement (the "200 1B Debt Service 
Reserve Fund") and will be funded from proceeds of the 200 1 B  Certificates in the amount of $5,098,534.66. The 
200 1 8  Debt Service Reserve Fund is required to be maintained in an amount equal to the least of (a) $5, 1 37,000 or 
1 0% of the original aggregate principal amount of the 200 1 B  Certificates, (b) 1 00% of Maximum Annual 200 1 B  
Installment Sale Payments or (c) 1 2 5 %  o f  Average Annual 200 1 8  Installment Sale Payments (the "200 1 8  Debt 
Service Reserve Fund Requirement"). Amounts in the 200 1B  Debt Service Reserve Fund are to be used for the 
payment of interest and principal with respect to the 2001B Certificates in the event that on any 200 1 B Installment 
Sale Payment Date the Trustee has not received sufficient 200 1 B Installment Sale Payments for such purpose. 

A debt service reserve fund is established by the l 993A Trust Agreement (the "1 993A Debt Service 
Reserve Fund") and will be funded in the amount of $3, 140,287 .50 after giving effect to the issuance of the 200 1 C 
Certificates and the refunding of a portion of the l 993A Certificates as described herein. The l 993A Debt Service 
Reserve Fund is required to be maintained in an amount equal to the lesser of (a) 100% of Maximum Annual 1 993A 
Installment Sale Payments or (b) 125% of Average Annual 1 993A Installment Sale Payments (the '' 1 993A Debt 
Service Reserve Fund Requirement") . Amounts in the 1993A Debt Service Reserve Fund are to be used for the 
payment of interest and principal with respect to the 200 1 C Certificates and the l 993A Certificates in the event that 
on any 1 993A Installment Sale Payment Date the Trustee has not received sufficient l 993A Installment Sale 
Payments for such purpose .  The 200 I C  Certificates and the 1 993A Certificates are equally and ratably secured by 
the 1 993A Debt Service Reserve Fund. 

The 1 99 IA  Debt Service Reserve Fund, the 200 18  Debt Service Reserve Fund and the 1 993A Debt Service 
Reserve Fund are herein collectively referred to as the "Debt Service Reserve Funds." 

The District may, at any time during which Certificates are Outstanding and subject to the terms and 
conditions of the respective Trust Agreements, elect to replace all or a portion of the Debt Service Reserve Funds 
with an appropriate guaranty, insurance policy or surety bond, with a term ending not earlier than the last scheduled 
Certificate Payment Date and otherwise in form and substance satisfactory to the Corporation, the District, the 
Trustee and the Insurer (as defined below), if the coverage provided at least equals the Debt Service Reserve Fund 
Requirement and if the claims paying ability of the insurance company providing such coverage is rated in the 
highest rating category (without regard to gradations within ratings) of Moody's Investors Service and Standard & 
Poor's Rating Services. 
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CERTIFICATE PAYMENT INSVRi\NCE 

The following information has been furnished by Financial Guaranty Insurance Company (the "Insurer") 
for use in this Official Statement. Reference is made to Appendix F for a specimen of the Insurer's policy. 

Certificate Insurance 

Concurrently with the issuance of the Certificates, Financial Guaranty Insurance Company, doing business 
in California as FGIC Insurance Company ("Financial Guaranty") will issue its Municipal Certificate New Issue 
Insurance Policy for the Certificates (the "Policy"). The Policy unconditionally guarantees the payment of that 
portion of the principal of and interest on the Certificates which has become due for payment, but shall be unpaid by 
reason of nonpayment by the issuer of the Certificates (the "Issuer"). Financial Guaranty will make such payments 
to State Street Bank and Trust Company, N.A., or its successor as its agent (the "Fiscal Agent"), on the later of the 
date on which such principal and interest is due or on the business day next following the day on which Financial 
Guaranty shall have received telephonic or telegraphic notice, subsequently confirmed in writing, or written notice 
by registered or certified mail, from an owner of Certificates or the Trustee of the nonpayment of such amount by 
the Issuer. The Fiscal Agent will disburse such amount due on any Certificate to its owner upon receipt by the 
Fiscal Agent of evidence satisfactory to the Fiscal Agent of the owner's  right to receive payment of the principal and 
interest due for payment and evidence, including any appropriate instruments of assignment, that all of such owner ' s  
rights to payment of such principal and interest shall be  vested in  Financial Guaranty. The term "nonpayment" in 
respect of a Certificate includes any payment of principal or interest made to an owner of a Certificate which has 
been recovered from such owner pursuant to the United States Bankruptcy Code by a trustee in bankruptcy in 
accordance with a final, nonappealable order of a court having competent jurisdiction. 

The Policy is non-cancelable and the premium will be fully paid at the time of delivery of the Certificates. 
The Policy covers failure to pay principal of the Certificates on their respective stated maturity dates or dates on 
which the same shall have been duly called for mandatory sinking fund redemption, and not on any other date on 
which the Certificates may have been otherwise called for redemption, accelerated or advanced in maturity, and 
covers the failure to pay an installment of interest on the stated date for its payment. 

Generally, in connection with its insurance of an issue of municipal securities, Financial Guaranty requires, 
among other things, (i) that it be granted the power to exercise any rights granted to the holders of such securities 
upon the occurrence of an event of default, without the consent of such holders, and that such holders may not 
exercise such rights without Financial Guaranty's consent, in each case so long as Financial Guaranty has not failed 
to comply with its payment obligations under its insurance policy; and (ii) that any amendment or supplement to or 
other modification of the principal legal documents be subject to Financial Guaranty' s  consent. The specific rights, 
if any, granted to Financial Guaranty in connection with its insurance of the Certificates are set forth in the 
description of the principal legal documents appearing elsewhere in this Official Statement. Reference should be 
made as well to such description for a discussion of the circumstances, if any, under which the Issuer is required to 
provide additional or substitute credit enhancement, and related matters. 

This Official Statement contains a section regarding the ratings assigned to the Certificates and reference 
should be made to such section for a discussion of such ratings and the basis for their assignment to the Certificates. 
Reference should be made to the description of the Issuer for a discussion of the ratings, if any, assigned to such 
entity ' s  outstanding parity debt that is not secured by credit enhancement. 

The Policy is not covered by the Property/Casualty Insurance Security Fund specified in Article 76 of the 
New York Insurance Law. 

Financial Guaranty is a wholly-0'\�rned subsidiary of FGIC Corporation, a Delaware holding company. 
FGIC Corporation is a subsidiary of General Electric Capital Corporation ("GE Capital"). Neither FGIC 
Corporation nor GE Capital is obligated to pay the debts of or the claims against Financial Guaranty. Financial 
Guaranty is a monoline financial guaranty insurer domiciled in the State of New York and subject to regulation by 
the State of New York Insurance Department. As of December 3 1 ,  2000, the total capital and surplus of Financial 
Guaranty was $ 1 .089 billion. Financial Guaranty prepares financial statements on the basis of both statutory 
accounting principles and generally accepted accounting principles. Copies of such financial statements may be 
obtained by writing to Financial Guaranty at 1 1 5 Broadway, New York, New York 1 0006, Attention: 
Communications Department (telephone number: 212-3 1 2-3000) or to the New York State Insurance Department at 
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2 5  Beaver Street, New York, New York 10004-23 1 9, Attention: Financial Condition Property/Casualty Bureau 
(telephone number: 2 1 2-480-5 1 87) .  

ESTlMATED SOURCES AL'\'D l.7SES OF Fl.7NDS 

Sources: 
Principal Amount of Certificates 
Accrued Interest 
Moneys released from 199 1 A  Debt Service Reserve Fund 
Plus : Net Premium 

Total Sources 

Uses: Deposit to 20018 Construction Fund 
Deposit to 1 99 1A Debt Service Fund (*) 
Deposit to 1 99 1A Escrow Fund 
Deposit to 1 993A Debt Service Fund (*)  
Deposit to l 993A Escrow Fund 
Deposit to 200 18  Debt Service Fund (*) 
Deposit to 20018 Debt Service Reserve Fund 
Costs of Issuance, including Insurance Premium 
underwriter's Discount 
Total Uses 

(*) Constituting interest accrued to April 4, 200 1 .  

1 4  

$ 1 34.090.000.00 
34 1 .749.04 
363 ,3 1 7.70 

2,206, 706.45 
$ 1 3 7,00 1 ,773 . 1 9  

$ 45 ,000.000.00 
1 76,207 .58  

7 1 ,008, 1 1 5 .70 
29,9 8 1 .74 

13 ,88 1 , 1 90. 1 8  
1 35,559.72 

5,098.534.66 
838,920. 1 5  
833,263 .46 

$ 1 37,00 1 , 773. 1 9  



INSTALLMENT SALES PAYMENT SCHEDULE 

The 1 99 1 A  Installment Sale Payments, 2001B Installment Sale Payments and 1 993A Installment Sale 
Payments are required to be made by the District under the 1 99 1A  Installment Sale Agreement, the 200 1B 
Installment Sale Agreement and the 1 993A Installment Sale Agreement, respectively. The 1 991  Installment Sale 
Payments and the 1 993B Installment Payments are required to be made by the District under the 1 99 1  Installment 
Sale Agreement, and the 1 993B Installment Sale Agreement, respectively. Pursuant to the 199 1  Trust Agreement, 
the 199 1  A Trust Agreement, the 1 993A Trust Agreement, the 1 993B Trust Agreement and the 200 1B Trust 
Agreement, the 1 99 1  Installment Sale Payments, the 1 99 1 A  Installment Sale Payments, the 1 993A Installment Sale 
Payments, the 1 993B Installment Sale Payments and the 200 1B Installment Sale Payments will each be deposited in 
their respective Debt Service Fund, held by U.S. Trust Company National Association, as trustee therefor. and 
applied by C .S. Trust Company National Association, to pay amounts due with respect to the 1 99 1  Certificates. the 
l 993A Certificates, the 1 993B Certificates, the 1 997 A Certificates, the 1 998A Certificates and the 200 1 Certificates, 
according to the following schedule : 

INSTALLMENT SALES PAYMENT SCHEDULE 

Outstanding Series 
1991, 1993A, 1993B, 

1997 A and 1998A Certificates 2001 Certificates 
Total 

Year Principal Interest Principal Interest Payments 

07/0 1 /200 1 3,735,000 4,505,427 1 ,906,600 10. 147,027 
07/0 1 /2002 3 ,960,000 8,799,538 2,445,000 6,475,245 2 1 .679,783 
07/0 1 /2003 4, 1 50,000 8,63 1 ,447 2,545 ,000 6,377,445 2 1 .703,892 
07/0 1 /2004 4,355,000 8,423,972 2 ,660,000 6,263,445 2 1 ,702,41 7  
07.10 1/2005 3 ,395 ,000 8,205,037 3 ,970,000 6, 1 3 1 ,545 2 1 , 70 1 ,582 
07/0 1 12006 3,570,000 8,035, 1 62 4, 1 1 0,000 5 ,988,825 2 1 .703,987 
07/0 1 ,2007 3 ,760,000 7,852,837 4,260,000 5 ,838,275 2 1 .7 1 1 , 1 1 2  
o7.:o 1 ,2008 3 ,970,000 7,660,788 4,475 ,000 5,632,063 2 1 .737,85 1 
07/0 1 /2009 4, 1 80,000 7,457,905 4,680,000 5 ,422,863 2 1 .740,767 
07/0 1/20 1 0  4,450,000 7, 1 83 , 1 63 4,860,000 5,235 ,663 2 1 .728,826 
07/0 1/ 20 1 1 4,750,000 6,890,3 1 1  5,070,000 5,035 ,0 13  2 1 .745.323 
07/01/20 1 2  5 ,065 ,000 6,577,556 5 ,3 1 0,000 4,789,275 2 1 .74 1 ,83 1 
07/0 1 .'20 13  5,400,000 6,243 ,834 5,570,000 4,527,500 2 1 ,74 1 .334 
07/0 1 /2014  7,575 ,000 5,966,914 4,000,000 4,252,775 2 1 , 794,689 
07/0 1 /20 1 5  7,990,000 5,575,9 1 5  4,205 ,000 4,047,525 2 l . 8 1 8,440 
07/0 1/20 1 6  8,420,000 5 , 1 63,498 4,420,000 3,830,550 2 1 . 834,048 
07/0 1 /201 7 8 ,880,000 4,728,8 8 1  4,660,000 3,592,975 2 1 ,861 ,856 
07/0 1 /20 1 8  9,365,000 4,270,524 4,9 10,000 3,342,500 2 1 ,888,024 
07/0 1 /20 19  9,875 ,000 3,787, 1 50 5 , 1 55 ,000 3 ,097,000 2 1 ,9 1 4, 1 50 
07/0 1/2020 1 0,405 ,000 3,277,295 5,4 1 5 ,000 2,839,250 2 1 ,936,545 
07/0 1 /202 1 1 7,200,000 2,740,075 2,568,500 22,508,575 
07/0 1 2022 1 8 ,085 ,000 1 ,857,7 1 3  2,568,500 22,5 1 1 ,2 1 3  
07101 /2023 1 8,990.000 95 1 ,575 2,568,500 22.5 1 0.075 
07/0 1 .'2024 6,3 10,000 2,568.500 8 .878 .500 
07 '0 1  2025 6,625 ,000 2.253.000 8.878.000 
07 0 1•2026 6,955 ,000 l .92 1 .750 8.876.750 
07. 0 1 •2027 7 ,305 .000 1 .574.000 8.879.000 
07 0 12028 7 ,670,000 1 .208,750 8.878.750 
07/012029 8,050.000 825.250 8 .875 .250 
07 012030 8,455 ,000 422.750 8 .877 .750 
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THE DISTRICT 

Organization, Purpose and Powers 

The District was organized under the Law on October 1 6, 1 950 for the primary purpose of importing 
Colorado River water to its service area in order to augment local water supplies. The District's service area is 
primarily the westerly third of Riverside County and, prior to the District's creation, the local water supply was 
primarily groundwater wells. Presently, the District imports approximately 75% of its water supply from The 
Metropolitan Water District of Southern California ("MWD") and derives approximately 25% of its water supply 
from local groundwater sources. In general, the District annually supplies approximately 50% of the water 
consumed within the District's service area and the remainder is provided by private groundwater wells and other 
agencies. 

In 1 962, the District began providing wastewater treatment services to customers within its service area 
and, as a consequence, has become actively involved in the production of recycled water (i .e . ,  wastewater which has 
been treated to a level acceptable for nondomestic purposes). 

The District 's water and wastewater customers include retail customers (e.g., residential, commercial and 
agricultural) located in both incorporated and unincorporated areas within the District 's  service area, as well as 
wholesale customers (e.g., municipalities and local water districts) located within its service area. 

The District is authorized to acquire, control, distribute, store, treat, reclaim, recapture and salvage any 
water (including sewage) for the beneficial use of the District, its inhabitants or the owners of rights to water in the 
District. 

The Law also authorizes the District to exercise the power of eminent domain; to levy and collect taxes; to 
fix, revise and collect rates or other charges for the delivery of water, use of facilities or property or provisions for 
service; and to fix in each fiscal year a water standby or availability charge and a sewage and wastewater service 
standby or availability charge on land within the boundaries of the District to which water and sewage and 
wastewater services, respectively, are made available by the District. The District may also issue bonds, borrow 
money and incur indebtedness. For a discussion of current and potential limitations on the District's ability to 
maintain or increase taxes, fees and other charges, including such fees and other charges as may be limited by the 
terms of Proposition 2 1 8, see, HISTORICAL FINANCIAL OPERATIONS - Certain Limitations on Taxes and 
Other Revenue Sources. 

As authorized under the Law, the District has established 6 1  separate special improvement districts within 
its service area for the purpose of providing certain water and wastewater improvements for each such special 
improvement district and charging the costs of such improvements to each such special improvement district 
through ad valorem tax assessments levied and collected on property located within the boundaries of each such 
special improvement district. Such ad valorem taxes levied and collected with respect to special improvement 
districts do not constitute revenues of the District's Water and Sewer System, and general obligation bonds issued 
by the District on behalf of each special improvement district constitute obligations of such special improvement 
district, not obligations of the District. In addition, the District provides Water and Sewer Service to retail 
customers located within these special improvement districts and the charges for such service constitute revenues of 
the District's Water and Sewer System. 

The District does not presently levy any taxes other than taxes in respect of special improvement districts 
for repayment of general obligation bond indebtedness. However, as provided under California law, the District does 
receive its share of the county-wide one percent tax levied and collected by Riverside County, and the proceeds of 
such share are available, but are not required to be used, to pay Maintenance and Operation Costs of the Water and 
Sewer System. (See, HISTORICAL FINANCIAL OPERATIONS - Certain Limitations on Taxes and Other 
Revenue Sources.) 

The District is a member agency of The Metropolitan Water District of Southern California and is currently 
entitled to have one District representative on the MWD board. 
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Board of Directors, :\1anagement and Employee Relations 

Board of Directors. The District is governed by a five-member Board of Directors (the "Board"). 
Directors are elected by districts for staggered four year terms. 

Rodger D. Siems. President of the Board since January 200 1 and a member of the Board since July 1 985 ,  is 
a retired agriculturalist. He received a Bachelor of Science degree in Agricultural Engineering from Cal Poly, San 
Luis Obispo. Mr. Siems has served as a Director of the Association of California Water Agencies (ACWA), as 
Chair of the Association's Region 9 (Riverside. San Bernardino and Imperial counties) as a member of ACWA 's  
Federal Affairs and Water Quality committees and its Water Emironment Subcommittee. He i s  a member of the 
Endangered Species Act Committee and the Public Projects Coalition of the National Water Resources Association. 
From 1 997 through 2000, he served as a gubernatorial appointee to the Santa Ana Regional Water Quality Control 
Board. He is a former member of the Hemet Cnified School District Board. His term expires in January 2003 . 

Richard R. Hall, Vice President of the Board since January 200 1 ,  was originally appointed to the Board in 
November 1 993 and has previously served as President and Vice President. Mr. Hall has extensive background as 
General Manager of Chino Basin Municipal Water District and of Rancho California Water District over a total of a 
1 6  year period, and as a gubernatorial appointee to the State Water Quality Advisory Commission. He serves as a 
member of the Association of California Water Agencies (ACWA) Energy Committee, and is a Commissioner of its 
Utility Service Agency. Registered as a California Agricultural Engineer, Mr. Hall founded Temecula Valley Pipe 
and Supply and represents Eastern Municipal Water District on the Santa Ana Watershed Project Authority 
(SA WPA). His Board term expires in January of 2003. 

Marion V. Ashley, Director. has been a member of the Board since June 1 992. He also represents the 
District as a Director of the Metropolitan Water District of Southern California. A graduate of San Diego State 
University with a Bachelor of Science degree in Business Management, Mr. Ashley is also a Certified Public 
Accountant. As a Director of the Association of California Water Agencies (ACWA), Ashley serves as Chair of its 
Water Management Committee and was charter President of its Region 9 .  He represents special districts on the 
Local Agency Formation Commission (LAFCO). which establishes jurisdictions of local government agencies and 
is its former chair; Member of the Strategic Vision Steering Committee for Riverside County; and President and 
CEO of The Ashley Capital Group, a real estate investment service firm. Mr. Ashley is also Chairman of the Board 
of the Valley Bank of Moreno Valley. His Board term expires in January of 2005 .  

Randy A. Record, Director, was first elected to Eastern Municipal Water District 's board of directors in 
November 2000 and took office in January 200 I .  Active in the farming community for more than two decades, he is 
a director of the Riverside County Farm Bureau and a member of the Hemet/San Jacinto Groundwater Association, 
the Western Growers' Association, and the California Alfalfa and Forage Association. Prior to his election to the 
District Board, he had served on several District advisory committees. He is a graduate of California Polytechnic 
University (Cal Poly) ,  San Luis Obispo. His Board term expires in January 2005 . 

David J. Slawson, Director, became a member of the Board in January 1 995. He has previously served as 
President and Vice President. A licensed Professional Land Surveyor and registered Environmental Assessor, he is 
a former member of the California Department of Consumer Affairs' Board of Registration for Professional 
Engineers and Land Surveyors. In local government, he was a Moreno Valley city planning commissioner. Mr. 
Slawson is a member of the Association of California Water Agencies (ACWA) Water Quality Committee and is 
President of Winchester Associates. a civil engineering and land surveying firm. His Board term expires in January 
2003 . 

The Board regularly meets on the first and third Wednesday of each month. The Board has six standing 
committees: Executive; Finance and Human Resources; Operations and Engineering; Building and Grounds; 
Planning; and Resource Development and Research. These committees review District matters and recommend 
action to be taken by the Board. 

Management 

John B. Brudin served as Deputy General Manager from January 1 994 until appointed General Manager 
October I ,  1994. He has extensive experience in engineering and business management, and is a California 
registered civil engineer and Arizona-registered professional engineer. Mr. Brudin is past President of the 
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Consulting Engineers and Land Surveyors of California and was a founding partner in 1 959 and subsequent 
President of NBS/Lowry, an engineering and planning firm. He holds a Bachelor of Science degree from the 
University of California, Berkeley and attended Management Programs at the University of Southern California and 
Harvard Business School. Mr. Brudin is a board member of a hospital and a bank and is a Harvard Business School 
graduate and former Regional Entrepreneur of the year. 

Anthony J. Pack, Deputy General Manager of Operations and Administration. joined the D istrict in July 
1 990 and held several managerial positions before being promoted to his present position in November 1 995. He is 
responsible for the daily operation of the District ' s  water, wastewater. maintenance, and administrative systems. 
Prior to joining the District, Mr. Pack had over 20 years in federal government service in a variety of managerial and 
facility maintenance positions. He earned a Master's degree from the University of Southern California and a 
Bachelor of Arts degree from the University of Connecticut. �r. Pack is President of the California Municipal 
Utilities Association (CMUA) and a member of the Board of Directors of the Southern California Alliance of Public 
owned treatment works (SCAP). 

Charles J. Bachmann, Assistant General Manager, Engineering joined the District in 1 992. He has over 24 
years ' experience in engineering and management and is a Registered California Civil Engineer. Bachmann· s area 
of expertise is water and wastewater engineering. Prior to joining the District, he had been associated with several 
engineering consulting firms in southern California and New York. Mr. Bachmann received his Bachelor of Science 
degree (Cum Laude) in Engineering from the State University of New York's  College of Environmental Science and 
Forestry. He holds a Masters of Science degree in Civil Engineering, sanitary emphasis, from the University of 
Southern California. 

Parameshwaran Ravishanker, Assistant General Manager, Resource Development joined the District in 
1990. He is responsible for heading development of cost-effective water supply strategies to increase reliability of 
those supplies. Dr. Ravishanker previously directed water resources planning at the Santa Ana Watershed Project 
Authority, where he currently serves as an alternate commissioner. He served in the California Department of 
Health Services as a waste management engineer and has been an international consultant for the United 
Nations/FAQ projects in S ingapore and Pakistan. He holds a Bachelor of Science degree in Civil Engineering, a 
Master's degree in Environmental Engineering, and received his Ph.D. in Environmental Engineering and 
Hydrology from the University of California, Davis. Dr. Ravishanker is a registered professional engineer in the 
State of California. 

Charles £. Rathbone. Jr. , Director of Finance, has been with the District since 1988 .  Mr. Rathbone 
previously served for three years as controller of a major aluminum company and is a graduate of the University of 
Redlands, where he obtained a Bachelor of Arts degree in Economics and Business Administration. Mr. Rathbone 
was most recently a board member of the Hemet Unified School District from 1994- 1 998. 

Employee Relations. As of December 3 1 ,  2000, the District had 4 75 employees of which 53 are in the 
Administration Branch, 245 are in the Operations and Maintenance Branch, 75 are in the Engineering Branch, 1 3  are 
in the Resource Development Branch, and 89 are in the Executive Branch. The District's single bargaining unit, 
which includes 375 employees, is represented by the International Brotherhood of Electrical Workers (IBEW) Local 
1436, which was voted in January 2000. Labor and management enjoy a stable, cooperative relationship, regularly 
working together to resolve problems of mutual interest. The District has never experienced a strike, slow down or 
work stoppage. 

Defined Benefit Pension Plan. The District is a member of the California Public Employees' Retirement 
System ("PERS"), an agent multiple-employer pension system, which provides a contributory defined benefit plan 
for all permanent employees of the District. These benefit provisions and all other requirements are established by 
California law. On behalf of its employees, the District pays the employees' required contribution of 7%. The 
District, as employer, is required to contribute the remaining amounts necessary to fund PERS, using the actuarial 
basis specified by California law. The total pension expense of the District for the year ended June 30, 2000 was 
$ 1 ,42 1 ,675. The District's assets in excess of pension benefit obligation as of June 30, 2000, was $33,849,878. The 
District's contributions to PERS, all made in accordance with actuarially determined requirements, were 
approximately 6.2% of annual payroll for the fiscal year ended June 30,  2000. 

Other Benefits. District employees are not members of the Federal Social Security system. However, the 
District contributes a portion of what ordinarily would be the District's participation of social security taxes (using a 
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rate of 7 . 1 5% on the first $ 1 6,500 of compensation) to a special trust fund for its employees to provide additional 
retirement benefits. Total contributions to this trust during the years ended June 30, 2000 and June 30, 1 999 were 
$570,649 and $56 1 , 1 99 ,  respectively. 

The District has establ ished a deferred compensation plan for employees wishing to defer part of their 
salaries. The total contributed by employees ( inc luding accumulated interest) through June 30, 2000 and June 30. 
1 999 was $20, 1 65 ,324 and $ 1 7,861 ,680, respectively. 

Insurance Programs 

Self-Insurance General Liabilitv. Since June 30, 1 986, the District has maintained a self-insurance program 
in connection with all its general liabi lity risks, including nonvehicular exposure loss due to premises, operations, 
personal injury and product liability. 

Under this program, the District is responsible for all general liability claims and for developing a self
insurance reserve fund with an initial target of $ 1 ,000,000 with the inclusion of $400,000 per year funded for this 
program. This insurance expense is proportionately allocated among the operating funds of the District and of the 
various special improvement districts established by the District. 

On January 23, 1 99 1 ,  by Board resolution, the District's General Liability Self-Insurance Reserve account 
within the equity section was increased to a ceiling of $2,000,000. Arumal accruals into the fund were increased to 
$500,000. 

The Board established this self-insurance program for public liability with the assistance of an insurance 
consultant. An actuarial reserve review for the District was prepared by this consultant, concluding that such 
program was adequate for its purposes. 

Excess General Liability Insurance Coverage. Effective July 6, 1 994, the Board approved excess general 
liability, errors and omissions, and auto liability insurance coverage, with a $ 10,000,000 coverage limit. This excess 
coverage is combined with the District 's Self-Insured Retention level and the auto primary coverage of $2,000,000. 

Property Appraisal and Seismic Analysis. A property appraisal and seismic analysis was performed at the 
District's five (5)  wastewater reclamation facilities, the main offices, warehouse and shops, and the water storage 
facilities. (See, Seismic Considerations.) 

The property appraisal and valuation report was prepared on April I ,  1 992 and again on January 6, 2000, in 
conformity with generally accepted appraisal practices for purposes of establishing insurable values and property 
records. This report provides current replacement cost for structures and equipment at the above facilities in the 
event of a loss. A complete contents inventory was included in the appraisal. The report summarizes values by 
location and by buildings with site maps for each facility. Construction data includes types of construction 
materials, square footage, fire undenvriters classification, and insurable values. 

The seismic risk and vulnerability study for the above facilities was completed September 2 1 ,  1 992. 

Objectives of this study provided the District with a brief preliminary characterization of the seismic 
vulnerability and expected earthquake loss levels for typical major structures and equipment at the main facilities of 
the District. Additionally, it provided the tools to examine the adequacy of earthquake insurance coverage and 
recommendations for risk diversification and risk reduction. (See, Seismic Considerations.) 

Property Insurance  Coverage. The District maintains blanket insurance coverage for its buildings and 
equipment, excluding earthquake and flood. All risk coverage, including earthquake, was eliminated from the 
District's insurance program consistent, in the District's judgment, with the District 's covenant as to insurance 
contained in the Master Resolution, which covenant provides in part that the District is not required to procure or 
maintain such insurance unless such insurance is commercially available at reasonable cost. Contractors are 
required to provide insurance coverage during the period of construction. 
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Debt Structure of the District 

General. The District has established 6 1  special improvement districts, of which 32 are water special 
improvement districts, 23 are sewer special improvement districts and 6 are combined water and sewer special 
improvement districts. The District issued (on behalf of certain of these special improvement districts) 42 issues of 
voter-authorized general obligation bonds between 1 952 and 1980 and 42 issues of voter-authorized general 
obligation bonds between 1980 and 2000, of which $ 14,790,000 remained outstanding as of June 30, 2000. There 
are $597,325 ,000 authorized but unissued general obligation bonds of the various special improvement districts 
within the District as of June 30, 2000. Such bonds are payable from ad valorem taxes levied by the District within 
the improvement districts for which such bonds were issued. Each series of such bonds constitutes obligations of 
the respective special improvement district, not obligations of the District, and the ad valorem taxes levied by the 
District on behalf of each such special improvement district are available only for the repayment of the bonds issued 
for such special improvement district. (See, HISTORICAL FINA. 'lCIAL OPERATIONS - Certain Limitations 
on Taxes and Other Revenue Sources.) 

Similarly, the District has entered into various loans, notes. and contracts payable to finance some of its 
capital requirements and construction projects. These obligations totaled $36,556, 1 79 at June 30, 2000 and 
$37, 1 75 ,525 at June 30, 1 999. A full disclosure of the specific obligations can be found in the accompanying 
1999/2000 Audited Financial Report. 

The 1 9938 Certificates and Related Obligations. The 19938 Certificates are variable rate certificates 
which, until converted to a fixed interest rate, bear interest at a weekly interest rate. However, 1 9938 Installment 
Sale Payments currently being made by the District have been fixed pursuant to the terms of the Swap Agreement 
which, subject to certain conditions, is scheduled to remain in effect until the final maturity of the 1 9938 
Certificates. Under the 1 9938 Installment Sale Agreement, 1 9938 Installment Sale Payments are required to be 
made by the District from Net Water and Sewer Revenues on deposit in the Installment Payment Fund held under 
the Master Resolution. The 1 9938 Installment Sale Payments are deposited in the Debt Service Fund established 
under the 19938 Trust Agreement in an amount sufficient to pay (i) principal and interest represented by the 1 9938 
Certificates (ii) amounts due and owing under the Swap Agreement and ( iii) amounts due and owing under a 
liquidity facility (the "Liquidity Facility") and a remarketing agreement (the "Remarketing Agreement") entered into 
in connection with the execution and delivery of the 1 9938 Certificates. The District's obligations under the 1 9938 
Installment Sale Agreement are on a parity with the 1 99 1  A Installment Sale Payments, 200 1 B Installment Sale 
Payments and 1 993A Installment Sale Payments with respect to payment from Net Water and Sewer Revenues. 

The payment obligations of the District under the Swap Agreement, Liquidity Facility and Remarketing 
Agreement are payable from 1 9938 Installment Sale Payments under the 1 9938 Installment Sale Agreement on the 
same terms and subject to the same limitations as its obligation to pay principal and interest represented by the 
1 9938 Certificates under the 1 9938 Installment Sale Agreement. 

In addition, the Swap Agreement is subject to termination at the option of the District or the Swap 
Agreement provider in certain circumstances. Such termination could result in the District being required to make 
an unanticipated termination payment, which payment would be payable from increased 1 9938 Installment Sale 
Payments and, under certain circumstances, could be a substantial amount. 

Other Certificate Transactions and Projects. In 1 988, State Street Bank and Trust Company of California, 
N.A., executed $39,650,000 in certificates of participation (the " 1988 Certificates"), evidencing proportionate 
interests in rental payments to be made by the District to the Corporation under a certain sublease agreement (the 
" 1 988 Sublease Agreement"), to finance certain improvements and costs (the " 1 988 Project") related to the 
District 's Water and Sewer System. In 1 989, Bankers Trust Company of California, National Association executed 
and delivered $59 ,005,000 in certificates of participation (the "1989 Certificates"), evidencing proportionate 
interests in rental payments to be made by the District to the Corporation under a certain sublease agreement (the 
" 1 989 Sublease Agreement"), to finance certain other improvements and costs (the " 1 989 Project") related to the 
Water and Sewer System. In June 1 99 1 ,  the 1 99 1  A Trustee executed and delivered the 1 99 1  A Certificates to 
finance the prepayment and defeasance of the 1 988 Certificates, the 1988 Sublease, the 1 989 Certificates and the 
1 989 Sublease. In June 1997, the 1 99 1 A  Trustee executed and delivered the 1 997A Certificates to finance the 
prepayment and defeasance of the 1 99 1  A Certificates maturing on July 1 ,  2023.  
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The 1 988 Project and such certain other costs included ( 1 )  the acquisition of land for Operations and 
Administrative facilities, the construction of such facilities and the construction of improvements to the Perris 
Valley Sewer Treatment Plant. (2) the reimbursement to the District for the cost of constructing the Sun City Sewer 
Treatment Plant; and (3) the reimbursement to the District for funds advanced to refinance certain loans from the 
United States Department of the Interior. Bureau of Reclamation. These Projects have been completed. 

The 1 989 Project and such certain other costs included ( 1 )  the acquisition of land for the benefit of the 
Moreno Valley Sewer Service Area. (2) the construction of improvements to the Moreno Valley Regional Water 
Reclamation Facility and appurtenances thereto. and (3) the construction of improvements to the Temecula Valley 
Regional Water Reclamation Facility and certain other sewer improvements. These facilities are complete. 

In March 1 99 1 .  the 1 99 1  Certificates were executed and delivered for the principal purpose of financing the 
1 99 1  Project. The District' s 1 99 1  Project included, among others, four major projects (i) the Perris Valley Regional 
Water Reclamation Facility-Second Expansion, ( ii) in the Sun City Sewer Service Area 33 ,  a Sun City Sewage Lift 
Station, a Sun City Force Main, a Sun City Interceptor Sewer and a Salt Creek Interceptor Sewer, (iii) in the Perris 
Valley Sewer Service Area 35,  an Ethanac Road Interceptor Sewer and Force Main, a McLaughlin Road Interceptor 
Sewer, a northwest Perris Valley Interceptor Sewer and a northeast Perris Valley Interceptor Sewer, ( iv) in the 
Winchester - Southwest Hemet Sewer Service Area 3 1 ,  a Winchester and southwest Hemet Interceptor Sewer and 
Force Main, and a Winchester Sewer Lift Station, and (v) a disposal land site. In addition, $3.6 million of the net 
proceeds of the 1 99 1  Certificates were designated for the costs of completing certain administration facilities 
originally financed in 1 988 .  

The Perris Valley Regional Water Reclamation Facility Second Expansion, construction of the Sun City 
Lift Station, the Sun City Force Main, the Sun City Interceptor Sewer and the Salt Creek Interceptor Sewer are 
complete. In the Perris Valley Sewer Service Area 35,  construction of the Ethanac Road Interceptor Sewer and 
Force Main, the McLaughlin Road Interceptor Sewer and the northwest and northeast Perris Valley Interceptor 
Sewers are also complete. In the Winchester - Southwest Hemet Sewer Service Area 3 1 ,  the Winchester Interceptor 
Sewer, the Southwest Hemet Interceptor Sewer and the Winchester Lift Station are complete. 

In May 1 993, the 1 993A Certificates were executed and delivered for the principal purpose of financing the 
1 993A Project. The District's 1 993A Project included, among others, the following capital improvements to the 
District 's Water, Sewer and Reclamation System: (i) a feeder line between Lake Perris and the Mills Treatment 
Plant, including a pipeline from Lake Perris to the Mills Treatment Plant, a pump station at the Mills Treatment 
Plant, and a pump station at Lake Perris :  ( ii) additions to the District's recycled water facilities, including pipelines 
and recharge and discharge facilities; and (iii) certain other additions to the District' s Water and Sewer System, 
including two pump stations, three distribution pipelines and production wells. 

The Mills Treatment Plant Feeder Project has been temporarily suspended. It was originally intended that 
the District and MWD would enter into an agreement whereby the District would finance a portion of this cost from 
the proceeds from the l 993A Certificates. However, MWD expanded the capacity of its Mills Treatment Plant 
which provided an additional 272 cfs of capacity which has enabled the District to defer the project. It is the intent 
to substitute other major water projects such as the District's share of the desalter pipelines and production wells 
and/or other projects that will enhance the reliability of water supply. 

The Recycled Water System projects are at various stages of completion. Under the Regional Water 
Treatment Plant Storage Facilities projects, the Sun City Pump Station, Trumble Road Storage Ponds and the 
Winchester Pump Station are completed; and the storage recovery wells were terminated after a preliminary study 
determined that it was not feasible. The Distribution/Recharge Facilities included 5 ,300 linear feet of 48" pipeline 
which has been completed and a recycled storage tank which has been deferred. The project under the Discharge 
Facilities consisted of 48,500 feet of 54" pipeline from the Sun City RWRF to the Temescal Wash at Wasson 
Canyon. This project, also known as the Temescal Outfall, is complete. 

The Water System projects are also substantially complete. The Pat and Auld Pumping Stations upgrades; 
the Holland/Simpson Distribution Pipeline; Simpson'Fruitvale Phase II; and the Perry II and Dairyland production 
well projects are complete. The Auld Pump Station Chlorination project is dependent on completion of the 
Simpson/Fruitvale Phase I project which is in the preliminary design phase. 
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District ' s  Investment Policy 

The District has adopted a written Statement of Investment Policy to promote its stated objectives of (i) 
preserving principal by mitigating both credit risk and market risk. (ii) maintaining liquidity, and ( iii) providing an 
acceptable rate of return after first considering safety of principal and liquidity . 

Under the Statement of Investment Policy, investments shall be generally consistent with the Prudent 
Investor Rule and are governed by certain provisions of the California Government Code. Within the limitations 
imposed by the California Government Code, the District further restricts the types of investments and their 
maturities .  Generally, permitted investments include: United States Treasury, agency and instrumentality 
obligations; obligations of the State of California and its political subdivisions and local agencies: banker' s  
acceptances; commercial paper of  domestic corporations; certificates of  deposits; repurchase agreements; reverse 
repurchase agreements; the California Local Agency Investment Fund established by the State Treasurer: time 
deposits; medium-term notes of corporation; mutual funds; mortgage and consumer receivable pass-through 
securities ;  collateralized mortgage obligations; and mortgage and consumer receivable-backed certificates. Under 
the Statement of Investment Policy, prohibited investments include inverse floaters, indexed notes and interest-only 
strips that are derived from a pool of mortgages. 

In addition, the Statement of Investment Policy provides certain guidelines for diversification of 
investments. liquidity goals, qualification of banks and securities dealers, and collateralization requirements for 
certain investments . 

Seismic Considerations 

In September 1 992, Dames & Moore conducted an earthquake loss and risk screening for the District "  s 
main fac ilities. For the purposes of this report, the main facilities included: the District 's headquarters. five 
reclamation facilities. and sixty steel water storage tanks. The objective of the study was to provide the District with 
a brief prel iminary characterization of the seismic vulnerability and expected earthquake loss levels for typical major 
structures and equipment at these facilities. 

This study indicates that, although the District is bounded by n.vo active fault zones, the San Jacinto fault 
zone on the Northeast and the Elsinore fault zone on the Southwest, most of the water reclamation facility structures 
are expected to experience relatively moderate damage in a 7.5 magnitude scenario. The impact of lesser magnitude 
events is expected by the District to be temporary, localized and repairable. District facilities are designed to 
withstand earthquakes with minimal damage. The water reclamation facilities and main offices are located on 
relatively level terrain, with firm alluvium composition, minimizing the potential for earthquake losses. The District 
has taken steps to reduce the impacts of fault rupture on major pipelines and maintains an inventory of repair items 
and large diameter pipe for such contingencies. The fresh water storage tanks are built on cut slopes. consisting 
mostly of large-diameter steel tanks of modest height, having low height-to-diameter ratios. Most of the large tanks 
have an articulated large diameter inlet/outlet piping connection with flexible expansion couplings and are equipped 
with seismic control valves which will preserve the storage capacity during a large seismic event . Earthquake loads 
are taken into consideration in the design of project structures such as pumping plants and interceptor facilities. To 
date. no D istrict facilities have suffered any significant earthquake damage. 

The District has an Emergency Response Plan which it continues to update in coordination with MV.'D, 
Southern California MWD member agencies and other local governments. In October 1 995 the District agreed to 
participate in the Riverside County Emergency Operational Area. This agreement is intended to organize the efforts 
of local agencies responding to a disaster and is part of the Standardized Emergency Management System (SEMS) 
developed by the California Office of Emergency Services. Internally, the emergency action plan calls for specific 
levels of response from District personnel who are to follow detailed steps for field facility inspection and 
assessment of damages. This information is then conveyed to the District's Emergency Operations Center (EOC) 
for development of response plans. The District Operations Staff conduct training exercises and drills on a regular 
basis throughout the year. 
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DISTRICT SERVICE AREA 

The District's service area lies within the westerly third of Riverside County, encompassing 352 ,000 acres 
( 5 5 5  square miles). The map on page 25 indicates the location of the District ' s  service area in Riverside County. a 
detailed District map is provided on page 26 .  When the District was annexed to MWD by the District ' s  voters in 
1 95 1 . its service area consisted of 86  square miles . Grow·th has resulted from 54 annexations and 5 detachments of 
service areas ranging in area from l to 72,000 acres . The District is divided into separate regional service areas for 
water service and for sewer service. 

Riverside County' s  population increased by 1 4 1 . 1 00 bet\veen 1996 and 2 000 to a total of 1 . 522,900. Of the 
total population of Riverside County, approximately 29% live within the District .  The District has estimated that the 
population of the District 's service area as of January 2000 was 439,000. 

For additional demographic and economic information relating to Riverside County, see APPE�DIX A -
DEMOGRAPHIC INFOR'1A TIO� REGARDING THE CO�TY OF RIVERSIDE AND THE 
DISTRICT'S SERVICE AREA. In the opinion of the District such demographic and economic information, in 
general, has equal application to the District 's service area. 
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WATER RESOURCES, FACILITIES AND USAGE 

General 

The District receives its water supply from two sources: ( i )  local groundwater and (ii) water imported by 
the District. The sole source of the District 's imported water is MWD. The District also supplies recycled water or 
highly treated sewage effluent for nondomestic purposes. 

Approximately 25% of the District's water supply comes from local groundwater sources. Such sources 
are heavily dependent upon rainfall and other sources of recharge. The remaining 75% of the District's  water supply 
comes through purchases from M\.VD, which in tum obtains its water supply from two primary sources: the 
Colorado River via the Colorado River Aqueduct; and the State Water Project via the Edmund G. Brown California 
Aqueduct (see map on page 25) .  For the fiscal year ended June 30. 2000, MWD supplied the District 66,564 acre
feet ("af') of water. (Quantities of water are expressed in terms of acre feet. An acre foot is the amount of water 
which will cover one acre to a depth of one foot and is equivalent to 325 ,900 gallons, or as much as two families 
consume in and around their homes in one year.) 

The District provides water service to retail customers located within the cities of Moreno Valley and 
Temecula and the unincorporated communities of Good Hope, Homeland, Lakeview, Nuevo, Mead Valley, 
Murrieta, Murrieta Hot Springs, Quail Valley, Romoland, Sun City, Valle Vista and Winchester (collectively, the 
"Municipalities") . The District also supplies water on a wholesale basis to the Cities of Hemet, San Jacinto and 
Perris. Lake Hemet Municipal Water District, Nuevo Water Company, Elsinore Valley Municipal Water District, 
Western Municipal Water District, Rancho California Water District (collectively, the "Wholesale Customers"). 

The Metropolitan Water District of Southern California 

Composition of MWD. MWD was created in 1 928 by vote of the electorates of a number of Southern 
California cities to provide a supplemental supply of water for domestic and municipal uses at wholesale to its 
constituent agencies. Surplus water is sold for agricultural use. The MWD service area comprises 5 , 1 68 square 
miles and includes portions of the six counties of Los Angeles, Orange, Riverside, San Bernardino, San Diego and 
Ventura. There are 26 constituent agencies of MWD, consisting of 14 cities, 1 1  municipal water districts ( including 
the District) and one county water authority. MWD is governed by a Board of Directors, currently numbering 37 
members. Each constituent agency has at least one representative on the MWD Board. Representation is based 
upon each constituent agency's assessed valuation. The District has one representative on the MWD Board. The 
total population of the MWD service area is more than 1 7  million. 

MWD Scheduling and Operations. MWD constituent agencies request water from MWD at various 
delivery points within MWD"s  service area and pay for such water at uniform rates established by the MWD Board 
for each class of service. For planning purposes, each MWD constituent agency advises MWD annually in 
December of its anticipated delivery requirements for each of the five following fiscal years. Charges for water 
delivered are billed monthly and payable by the end of the second month following delivery. 

MWD Revenues. The principal source of MWD revenues is water sales . 

Water rates are established by majority vote of the MWD Board and are not subject to regulation by the 
Public Utilities Commission of California or by any other local, state or federal agency. Rates must be uniform for 
any class of service, and no water may be provided free of charge. Under the Metropolitan Water District Act, 
California Statutes 1 969, Chapter 209, as amended (the "MWD Act"), M\VD is required, so far as practicable, to fix 
such rate or rates for water as will result in revenue which, together with revenue from any water standby or 
availability charge or assessment, will pay the operating expenses of MWD, provide for repairs and maintenance, 
provide for payment of the purchase price or other charges for property or services or other rights acquired by 
MWD, and provide for the payment of the interest and principal of the bonded debt of MWD, subject to the 
applicable provisions of the MWD Act authorizing the issuance and retirement of such bonds. The same water rate 
is charged for water provided from the Colorado River and the State Water Project. 

Since the largest single component of the District's rates is the cost of water purchased from MWD, the 
District has, historically, adjusted its water rates to its customers as the cost of water purchased from MWD has 
changed. 
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MWD is also empowered to impose an annual water standby or availability service charge, to be allocated 
among MWD's constituent public agencies as determined by the MWD board based on, among other factors, 
historical water deliveries by M\VD; contracted or projected water service demands by constituent public agencies; 
service connection capacity; acreage ;  property parcels ;  population; and assessed valuation. The charge may be 
collected from the constituent public agencies or from individual parcels or may be converted into a benefit 
assessment. The MWD Act provides for a charge of up to $ 1 0  per acre ( and up to $ 1 0  on any parcel smaller than an 
acre) but also provides that a majority of the MWD board can approve a higher rate. Different rates may be 
established for parcels situated within different constituent agencies . 

The following table sets forth MWD' s rates for treated and untreated water for the period July 1 ,  1 986 to 
date. 

NON
fNTERRUPTIBLE 

Domestic. 

SlJMMARY OF WATER RATES 
(dollars per acre - foot) 

INTERRUPTIBLE 
Domestic, 

Groundwater 
Replenishment. INTERIM 

Rates Effective 
Beginning 

Groundwater 
Replenishment 
and Reservoir 

Treated Untreated 

Agricultural and 
Reservoir' 1 1  

Treated Untreated 

AGRJCUL TURAL 
PROGRAM'2 ' 

Treated !Jntreatcd 

EMERGENCY 
Domestic'31  

Treated Untreated RECLAIMED 

SEASONAL 
STORAGE" ' 

Treated Untreated 
July I ,  1986 
July I ,  1 987 
July l , 1988 
July I ,  1 989 
July I, 1 990 
July l , 1 99 1  
July I .  1992 
July I ,  1 993 
July I ,  1 994 
July I ,  1995 1 5

' 

5230 S 1 97 
230 1 97 
230 1 97 
230 1 97 
230 1 97 
261 222 
322 269 
385 3 1 8  
4 1 2  335 
426 344 

FULL SERVICE16
' 

$ 1 86 S l 53 
1 86 1 53 
1 86 1 53 
1 86 1 53 
1 86 1 53 

5248 $205 
275 222 
289 23 1 

$ 624 S 591  S 84 
624 591 84 
624 591  84 
624 591 84 $ 1 35 SI 1 5  
624 591 84 1 35 1 1 5  
705 666 84 1 54 1 30 
860 807 84 203 1 68 

1 .021 954 1 1 3 253 208 
] ,082 1 ,005 1 1 3 275 222 

1 1 3  286 229 

Domestic, 
Groundwater 

Replenishment 
and Reservoir 

INTERIM 
AGRJCUL TURAL 

PROGRAM 

SHIFT LONG TER.1\1 
SEASONAL SEASONAL 

Rates Effective STORAGE STORAGE 
Beginning Jreated Untreated Treated Untreated Treated Untreated RECYCLED Treated Untreated 

January I ,  1 997 
January 1 ,  1 998 
January 1, 1 999 
January I ,  2000 
January I .  200 l 

$43 1 
43 1 
43 1 
43 1 
431 

$349 
349 
349 
349 
349 

$294 
294 
294 
294 
294 

$236 $290 
236 301 
236 3 1 2 
236 323 
236 334 

$233 SI 1 3  $290 $233 
244 1 1 3 290 233 
255 1 1 3 290 233 
266 1 1 3 290 233 
277 1 1 3 290 233 

(I ) Between April 1 ,  1 99 1  and July I ,  1 992 all interruptible sales were at the nonmterruptible rate. The interruptible classification was discontinued effective July I .  1 992 
(2) The lnterirn Agricultural Program began in fiscal year 1 993- 1 994. 
(3) The emergency classification was discontinued effective July I .  I 995. 
( 4) The Seasonal Storage Program began in fiscal year 1989-90. 
(5) These rates were effective through January I ,  1 997 
(6) The non-interruptible classification for water was changed to full service water in February 1 997. 

MWD levies ad valorem taxes upon all the property taxable for MWD purposes in the MWD service area, 
including the District's service area . From July 1 ,  1 990, in accordance with the MWD A ct, MWD must limit its tax 
levy to the amount needed to pay ( 1 )  the general obligation bond debt service of MWD and (2) that portion of 
MWD's payment obligation under its water supply contract with the State attributable to debt service on certain 
State general obligation water bonds . This will effectively accelerate over time the shift of  total costs to water users, 
including the District. Taxes will cease to be levied when the general obligation bonds of MWD and the State 
general obligation water bonds are fully paid. 

There is currently on file with the NR:\1SIRS and with the MSRB the most recent official statement of 
MWD, which includes certain information about MWD. Copies of such information can be obtained from the 
NRMSIRS at their addresses set forth in "Continuing Disclosure," at prescribed rates .  
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District Water Facilities 

The District's distribution system for potable water includes 79 water booster or pumping plants, 1 73 
million gallons of surface storage capacity and nearly 1500 miles of pipeline ranging from 4 to 54 inches in 
diameter. 

Wells. Locally, the District maintains 2 1  active domestic production wells. The wells, which supply 25% 
of the District ' s  water, are listed by location, current status and 2000 production in the following table. 

ACTIVE DOMESTIC DISTRICT WELLS 
FY 

Location and Current Status 
San Jacinto Basin - Cienega Canyon 

No. 1 7  Cienega Well - (Active) 
No. 26  Cienega Well - (Active) 
No. 34 Cienega We 11 - (Active) 

San Jacinto Basin - Intake 
No. 1 1  River Bed Well - (Active) 
No. 1 8  Washington St. Well - (Active) 
No. 1 4  River Bed Well - (Active) 
No. 24 Howard Well - (Active) 
No. 25 Fruitvale Well - (Active) 
No. 27 Hewitt/Evans Well - (Active) 
No. 28 Peacock/Radaker Well - (Active) 
No. 33 Mountain A venue Well- (Active) 

San Jacinto - Upper Pressure 
No. 29 Quandt Well - (Active) 

Hemet Basin 
No. 1 0  Gilbert Well-Ag - (Active) 
No. 19  Lyon/Menlo Well-Ag - (Active) 
No. 20 Oakland St. Well-Ag - (Active) 
No. 23 Menlo A venue Well - (Active) 

Santa Margarita Basin 
No. 63 Golden Triangle - (Active) 

Moreno Valley 
No. 44 Sunnymead Well - (Active) 

Perris and Menifee 
No. 55 Perris II Well - (Active) 
No. 5 6  Perry Well - (Active) 
No. 57  Folics - (Active) 

Total Production 

( 1 )  Tested capacity can vary with changes in water table. 

Source: Eastern Municipal Water District. 

2000 
Production 

(in aQ 

L027 
1 ,254 

929 

828  
2,837 
1 ,369 

403 
1 ,834 
1 ,24 1  

1 99 
1 , 1 3 3  

2,925 

23 
240 

6 
9 1 1 

634 

705 

886 
6 1 8  

_ill 
20,797 

Current 
Pumping Capacity( ! ) 

G.P.M. af!Day 

1 ,200 5 .3  
2,000 8 . 8  
1 ,800 8.0 

600 2 .7  
1 ,900 8 .4 
2,450 1 0. 8  

324 1 .4 
2,400 1 0.6  
1 ,800 8 .0 
2,400 1 0.6  
1 , 1 00 4 .9  

2,000 8 . 8  

450 2 .0 
750 3 . 3  
300 1 .3 
950 4.2 

450 2.0 

450 2 . 0  

587 2 .6  
873 3 .9  

1,056 4.7 
25,840 1 14.3 

These wells are considered to be deep-well, production wells ranging in depth to 1, 700 feet. Pumping 
levels for production range from I 00 to 385 feet. The 2 1  production wells have a combined production capability of 
25,840 gallons per minute ("gpm"), which equates to approximately 4 1 ,688 af per year. The District has conducted 
studies to determine the safe yield of the underground water basins serving these wells. Pumping from these wells is 
not regulated by any Federal, State of California or local authority. The development and production of future wells 
will depend on the safe yield of the underground basins. 
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Pipelines. The map on page 25 hereof provides the location of the District's major pipelines . There are 
1 ,482 miles of District pipeline ranging in diameter from 4 inches to 54 inches. Of this 1 ,482 miles, 1 ,  1 1 1  miles are 
distribution and 37 1  miles are transmission. 

Pressure Zones. Due to elevations within the District varying from I ,  120 to 3, 1 60 feet, there are 58  
pressure zones which provide water service at acceptable minimum and maximum pressures. The District attempts 
to maintain zone pressures betvveen 40 and 90 pounds per square inch. 

Each pressure zone requires pumping plants or other sources of supply for providing water at the desired 
pressure. Most pressure zones also have storage facilities for providing water during peak demand, and under 
emergency and fire flow conditions . 

Storage Facilities. The District's water system has active water storage facilities located throughout the 
District. These facilities provide approximately 1 73 million gallons of storage. The active reservoirs are ground 
level circular steel tanks, with the exception of four small hydro-pneumatic tanks, ranging in size from 80,000 to 
8,400.000 gallons. The ground level reservoirs are situated at elevations high enough to provide water by gravity 
flow. The reservoirs are used to store water for fluctuating hourly demands (regulating storage), fire flow demands 
and emergency purposes. Given these considerations it is the District's intent to manage the storage in the most 
efficient manner by use of the available telemetry system. 

Pumping Plants. The District is required to pump almost its entire supply of water because of the 
elevations of MWD's filtration plants relative to the District " s  service area. Two pressure zones in Murrieta Hot 
Springs can be supplied by gravity from the Skinner Filtration Plant. 

There are currently 79 domestic water pumping stations in operation. Connected horsepower of the 
pumping plants varies from 7.5 to 2,5 1 0  horsepower with capacities ranging from 1 1 2 to 68,000 GPM. 

The District currently has two major pumping plants which are essential in the supply of MWD water. The 
most significant, Mills Pumping Plant. delivers approximately 52 percent of the total supply on a maximum demand 
day. The combined capacity of the pumps is 98 MGD; however, system conditions limit the plant's capacity to 67 
MGD under maximum operating conditions. 

Metropolitan Water District Facilities 

Colorado River Water ("CRW") is transported from Lake Havasu through the Colorado River Aqueduct to 
the terminus at Lake Matthews in Riverside County. State Water Project water is delivered to MWD at Lake Perris, 
terminus via the 444 mile California Aqueduct. Shon of the terminus, MWD takes water from the Santa Ana Valley 
Feeder into its Mills Treatment Plant. 

The District has access to this M\VD imported water through three active connections with MWD facilities. 
The connections are capable of flows of approximately 1 00 million gallons per day ("!v!GD") from MWD's Mills 
Filtration Plant, 52 MGD of Colorado River water from the Perris II Pumping Plant and 97 MGD from M\,VD's 
Skinner Filtration Plant. As of June 29, 1 993. the District was no longer permitted to utilize untreated CRW. The 
CRW connection is on a standby listing with M\VD for use in emergency situations. 

Two major connections connect the District to supplies from MWD's Mills Filtration Plant and MWD's 
Skinner Filtration Plant. The connection at MWD 's Mills Filtration Plant is the District's primary source of filtered 
water. Due to the elevation of the treatment plant water must be pumped into the District's system. The Mills 
Filtration Plant, which is owned and operated by MWD. can deliver up to 100 MGD to the District under maximum 
operating conditions (one MGD equals approximately 3 acre feet). District facilities are only capable of pumping 
approximately 67 MGD into the transmission-distribution system via the Mills Pumping Plant. In addition, the 
District obtains a blend of filtered State Water Project and Colorado River water from MWD's  Skinner Filtration 
Plant through a connection at Auld Road and Leon Road. The Skinner Filtration Plant can deliver up to 97 MGD 
under maximum operating conditions . However, existing District facilities can deliver only 5 8  MGD into the 
transmission-distribution system. See WATER RESOURCES, FACILITIES Al°"D USAGE - The 
Metropolitan Water District of Southern California. 
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Metropolitan Water Supplies 

As discussed above, approximately 75% of the water sold by the District is imported from MWD. For the 
fiscal year ended June 30, 2000, MWD supplied the District approximately 66,564 af, which represented 
approximately 3.2% of MWD's  total deliveries. MWD is projecting increased water usage in its service area; and 
MWD constituent agencies, which use MWD water to supplement their own local water supplies, can be expected to 
increase their purchases of MWD water if their local water supplies are reduced. As of January 1 5, 2001 , California 
reservoirs were at 77% of capacity. This equates to 1 19% of the annual average on this date. 

If a shortage should arise, legal issues exist as to whether different California Water Code provisions 
should be invoked to require reasonable regulations for the allocation of water in time of shortage. Any curtailment 
would likely be accompanied by an increase in MWD water charges to its constituent agencies and consequently 
could necessitate an increase in the District's water rates to District customers. (See, HISTORICAL FINANCIAL 
OPERATIONS - Certain Limitations on Taxes and Other Revenue Sources.) 

Groundwater Supplies 

The District produces 25% of its total domestic water supply from 14 wells located in the Hemet and San 
Jacinto Basins, and 4% of its total domestic water supply from other wells located elsewhere in the District. These 
groundwater basins also provide water for the cities of Hemet and San Jacinto, The Lake Hemet Municipal Water 
District, and private well owners (primarily agricultural uses). Ground water uses in these basins have not been 
adjudicated and pumping is not regulated by any Federal, State or local authority. 

The San Jacinto and Canyon Basins currently produce approximately 47,500 af per year and the Hemet 
Basin 1 3,200 af per year (counting all producers). Over the past 20 years the San Jacinto and Hemet Basins have 
experienced a significant decline in water level. Future growth within the District's service area will put increasing 
pressure on local groundwater, emphasizing the need to optimally manage and augment this important domestic 
water supply. 

The District has adopted a Groundwater Management Plan for the West San Jacinto groundwater basin and 
is rapidly implementing a groundwater development and management program throughout a large portion of its 
service area. The intent of this program is to increase local groundwater yields by identifying useable groundwater 
currently under utilized, determining geohydrological and water quality parameters, and developing groundwater 
management strategies and facilities necessary for optimal use. 

These programs include the following elements: 

1 )  Brackish Groundwater Desalination - facilities for a 3,400 af per year desalter are currently under 
design and there is a potential to desalinate up to 7 ,600 af per year. 

2) Water Harvesting - One project to capture runoff during storm events have been identified. This 
project will produce over 700 af per year of harvested water for recharge of local groundwater 
basins. This project will be further expanded upon resolution of water rights issues in the future. 

3 )  Groundwater Recharge - In the past five years, the District has purchased and recharged the San 
Jacinto groundwater basin with approximately 4,000 af of water provided by MWD under its 
seasonal storage program and demonstrated its utilization in the western portion of the District. 
Using local groundwater basins to store imported water available during the winter months for 
summer use has tremendous potential to increase groundwater yields. 

4) Recycled Water - Recycled water is fully utilized during summer months. In winter months, the 
excess recycled water can be used to augment natural recharge and increase groundwater basin 
yield. 

5) Groundwater Management - The District is working with water agencies, municipalities, and 
private well owners in the Hemet and San Jacinto Basins to develop and implement a cooperative 
groundwater management plan. Such a comprehensive groundwater management plan will 
provide for the protection and enhancement of water quality of the basins and increase yields of 
the said basins . 
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In the future, programs such as these will substantially increase local groundwater yields, and thereby 
decrease the District 's level of dependence on imported water. 

Quality of District's Water 

The District receives treated water from MWD which meets all current requirements of the Federal Safe 
Drinking Water Act and regulations of the California Department of Health Services. 

Groundwater in the San Jacinto Basin is of excellent quality and the District's domestic wells in that basin 
have no chemical constituents exceeding maximum contaminant levels (MCL) as set forth by Federal and State 
regulations. District wells in the Hemet, Murrieta, and Perris Sub-basins produce water of good to excellent quality. 
Four wells located outside the Hemet/San Jacinto Valley are used to augment water purchased from MWD. Of 
these four wells, two wells (Well #55 and Well #56 in the Perris area) contain high carbon dioxide levels, one (Well 
#57 in Perris) has high total dissolved solids (TDS) counts, and one (Well #44 in Moreno Valley) has high nitrate 
counts. The trace amounts of volatile organic compounds found in these wells, are at levels significantly below the 
MCL. High carbon dioxide gas wells are degassed in open tanks prior to entering the system. High nitrates and 
IDS wells have been successively treated by blending with M\:VD water. 

H igh nitrate levels are found throughout Southern California groundwater basins. The District continues to 
study the basins within its geographical area with respect to conceptual groundwater modeling, recharge extractions, 
conjunctive use management, and various other data collection needs. Much of the Hemet and Salt Creek Basin 
contains natural deposits of boron and high TDS, which render the groundwater within these areas unusable unless 
treated. 

The California Office of Environmental Health Hazard Assessment has recently proposed public health 
goals related to hexavalent chromium ( chromium 6), a groundwater contaminant. The District's groundwater does 
not show any sign of chromium 6 contamination. The recently proposed public health goals are not expected to 
result in any compliance costs to the District. Also, in January 200 1 ,  the USEP A adopted a new drinking water rule 
with respect to arsenic contaminate levels. The new rule. which applies to all community water systems, lowers the 
maximum contaminate level for arsenic to 1 0  parts per billion. The new rule must be complied with within five 
years from the date of publication of the rule. The District does not expect the new rule will result in any 
compliance costs. 

Water Production 

The term "water production" describes the quantity of water the District obtains from all sources to meet its 
consumers ' needs. These sources include the District's wells and District purchases from MWD. It also includes 
losses incurred between the source and the ultimate use by the consumer. These losses may result from pipeline 
breaks, leakage, evaporation from operating reservoirs, and metering discrepancies. When the District was 
originally formed, the total production mix was 20% domestic and 80% irrigation. With the decline of agriculture 
and increased regional urbanization, the production mix is now 90% domestic and 10% irrigation. The economics 
of production costs prohibited the growing of many low cash crops formally planted in the District and ultimately 
resulted in reducing the agricultural demand. Continued persistent agricultural demands may be contingent on the 
availability of recycled water. Although retail domestic production slightly increased in FY 1 996/97, an above 
average rainfall and mild weather conditions during the spring months reduced demand in FY 1 997 /98 significantly. 
However, FY 1 998/99 saw domestic sales rise once again with an increase of 1 5 .8% from the previous year's total 
and FY 1 999/00 added another 1 5. 7% increase over 1 998/99 totals. It is speculated that the combination of factors 
such as increased number of dwellings in the District, warm summers, and a strong economy contributed to this 
steady increase in demand. Water production of the District for fiscal years ended June 30, 1 996 to June 30, 2000 is 
described below: 
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Fiscal Year 
Ended 

June 30 
1 996 
1 997 
1 998 
1 999 
2000 

EASTERN MU�ICIPAL WATER DISTRICT 
WATER PRODUCTION 

Domestic 
67,355 
70,750 
60,5 1 5  
69,286 
79, 1 33 

(In Acre Feet) 

Irrigation 
5 ,045 
6,736 
4,669 
6,234 
8,3 1 9  

Source: Eastern Municipal Water District. 

Total 
Production 

72,400 
77.486 
65 , 1 84 
75 .520 
87,452 

The table below sets forth the estimated annual amount of water consumed for domestic purposes 
in the District 's  service area for the fiscal years ended June 30, 1 996 to June 30, 2000. The water needed to satisfy 
these domestic consumption levels was furnished by the District. 

WATER USE WITHIN DISTRICT'S SERVICE AREA 
Annual Domestic Consumption 

Fiscal Year 
Ended 

Gross 
Daily Per 

Capita 
Demand 

June 30 
1 996 
1 997 
1 998 
1 999 
2000 

Usage (af) 
63 ,408 
66,595 
57,693 
63,939 
75 ,243 

Population( 1 l 

259,000 
267,000 
289,000 
300,000 
307,000 

(Gallons(2l) 
2 1 9  
223  
1 78 
1 90 
2 1 9  

( 1 )  Estimated by Eastern Municipal Water District. 
(2) Calculated based on usage multiplied by 325 ,900 gallons, divided by population. divided by 365 days per year. 

Source: Eastern Municipal Water District. 

Water Sales to Retail Customers 

The District's ten largest retail agricultural customers account for approximately 3% of the District 's total 
water sales, and the District's ten largest retail domestic customers account for approximately 2% of the District "s 
total water sales. These figures do not include recycled water users. 

For the fiscal year ending June 30,  2000, the District had 83,453 domestic active b illing accounts and 1 86 
active agricultural/irrigation accounts. However, the number of billing accounts does not represent the actual 
number of District customers since one billing account can encompass multiple users or a multiple number of sites 
served. For example: one apartment complex can equal one billing account; in addition, if one developer owns two 
or more apartment complexes, the billing for all such complexes may be aggregated into a single billing account 
charged to that developer. A similar result may be obtained with respect to irrigation billing accounts. 
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Water Sales to Wholesale Customers 

The following table indicates water sales to the District's Wholesale Customers. 

EASTER1" MUNICIPAL WATER DISTRICT 
WATER SALES TO WHOLESALE CUSTOMERS 

( in acre-feet) 

Customers 
Elsinore Valley MWD 
City of Perris 
City of Hemet 
City of San Jacinto 
Nuevo Mutual Water: 

Domestic 
Lake Hemet MWD: 

Domestic 
Irrigation 

Western Municipal Water Dist. 
Total 

Source: Eastern Municipal Water District. 

FY 1 999 
Annual Usage 

7 , 1 75 . 1  
1 ,68 1 .8 

3 1 2 .2 
1 54.6 

0.0 

65 . 1  
209.5 
338 .5  

9,936.8 

FY 2000 
Annual Usage 

1 0,827.7 
1 ,925 .7 

44 1 .8 
0.0 

36. 1 

2 1 2 .7 
852 .3 
790.5 

1 5,086 .8  

Water deliveries by the District, excluding recycled water sales, for each of the fiscal years ended June 30, 
1 996 to June 30, 2000 are shown in the table below. The District's water deliveries are equal to the District's water 
production (see, Water Production, above) less losses experienced in delivering such water to the consumer. This 
table reflects a shift in water deliveries from primarily agricultural to primarily domestic sales. 

Fiscal Year 
Ended June 30  

1 996 
1 997 
1 998 
1 999 
2000 

EASTER"i MUNICIPAL WATER DISTRICT 
WATER DELIVERIES 

Domestic 
63 ,408 
66,595 
57,693 
63,939 
75,243 

(Acre Feet) 

A2riculture 
4,749 
6,341 
4 ,45 1 
5,753 
7,9 10  

Source: Eastern Municipal Water District. 

Total 
Deliveries 
68, 157  
72 ,936 
62, 144 
69,692 
83 , 153 

Agricultural water use ,vas 9 .5% of total water deliveries for the fiscal year ended June 30, 2000. 
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WASTEWATER AND RECYCLED WATER FACILITIES AND USAGE 

Wastewater Facilities 

The District is currently divided into five sewer service areas-Hemet-San Jacinto, Moreno Valley, Sun 
City, Temecula Valley and Perris Valley-for purposes of transmission, treatment and disposal of wastewater. The 
Sun City plant has been deactivated as a cost reduction measure and all flows are treated at the larger Perris facility. 
Each service area is served by a single regional water reclamation facility ("RWRF"), for which costs and methods 
of treatment vary. The facilities are capable of treating 49 MGD of wastewater and serve approximately 439,000 
people. They are linked to a network of nearly 1 ,200 miles of pipeline and 35 active lift stations. 

Wastewater Facility Usage 

Wastewater enters the District's facilities from three sources: 1) wastewater which is discharged into the 
District facilities from residences (e.g., houses and apartments) and 2) wastewater which is discharged by businesses 
similar to residential discharge (e.g. office buildings, retail outlets and warehouses); and 3) wastewater which is 
discharged by users which may add contaminants or pollutants to the wastewater (e.g. restaurants, x-ray and photo 
processors, carwashes, vehicle repair facilities, dry cleaners and various industrial businesses). 

The use of the sewer facilities is monitored by the District's Source Control Division. The Division is 
responsible for enforcing the District's Sewer Use Ordinance, which requires all dischargers to meet California and 
Federal requirements for contaminants and pollutants. By monitoring discharges and enforcing pretreatment 
requirements, the Division guarantees that the wastewater entering District facilities is of a quality suitable for all 
reclamation uses and that the biosolids regulations are met. 

The following table identifies permitted wastewater producers that may have potential impact on the 
beneficial use of recycled water and municipal sludge. These are closely monitored by the Source Control Division: 

PERMITTED WASTEWATER PRODL'CERS 

Industrial User 
(by area) 

Hemet-San Jacinto 
Deutsch ECD 
Hemet Valley Hospital 

Moreno Valley 
Jaco Oil 

Sun City - None 

Temecula Valley 
Exotic Materials Inc. 
Guidant 
Hexfet International Rectifier 
lnterventional Technology 
Magnecomp 
APC Technologies 
Channel Commercial Corp. 
Stretch Forming Corp 

Perris Valley 
Matthews International 
Pacific Western Extruded Plastics 

( 1) Includes domestic discharge. 

Source: Eastern Municipal Water District. 

Industrial Flow 
( 1000 gal./day) 

35 

4 .42 
7 . 1 0  

3 .60 

1 .58 
5 .80 
0.80 
0.33 
1 .40 
0.00 
0. 1 0  
2 .69 

0.00 
2.38 

Total Flow< 1 l 

(1000 gal./day) 

1 1 .25 
22. 1 0  

3 .60 

7.56 
1 9.50 
1 6.45 
1 .70  
7.00 
0.05 
5 .63 
5 .92  

0.49 
1 0.70 



The Source Control Division also regulates and inspects over 1 ,400 others which are issued authorization to 
discharge. The Division also administrates residential pollution prevention activities to protect the sewer facilities 
and the reclamation plants. 

Residential users not connected to the sewer are provided service through the liquid waste hauler program 
where septic haulers can dispose of the material in an economical manner at the Sanderson Lift Station in the 
Hemet-San Jacinto area. These septic haulers are regulated though permits issued by the Division. 

District Recycled Water Supply 

The policy of the District is to promote the use of recycled water to provide for the conservation and reuse 
of all water resources and to utilize this resource for any approved purpose to the maximum extent possible under 
the laws of the State of California. 

The District currently generates approximately 33 :1.'1GD of effluent at its four active regional water 
reclamation facilities (each referred to herein as an ·'RWRF"). The amount of effluent is expected to grow to 3 8  
MGD by the year 2005. Approximately 66% of the effluent currently generated is sold to agricultural and irrigation 
users. These customers include 60 agricultural sites, 4 golf courses, 2 1  landscape irrigation sites, 1 wholesale 
customer, 4 private duck clubs, 1 demonstration wetland project, and 1 wildlife area. During 1999/00, sales of 
recycled water in the District totaled $ 1 ,  102 ,44 1 .  

Unsold recycled water i s  transferred to storage ponds and utilized to meet peak demands or is recycled by 
groundwater recharge. During 200 1 ,  markets will be available for nearly 1 00% of the anticipated recoverable 
recycled water production as new distribution systems are completed. However, it is estimated that only 70-75 
percent of the total recycled production will be recovered and available for sale. Systems under design will serve 
additional schools, parks, a cemetery, golf courses, open space, streetscapes and agricultural uses. 

Recycled Water Facilities 

In addition to the five RVlRFs, the District 's recycled water facilities include 1 23  miles of transmission and 
distribution pipelines, 1 5  pumping facilities and approximately 6.764 acre feet of storage and percolation ponds. 
The Sun City, Moreno Valley, Perris Valley and Temecula Valley RWRFs have tertiary treatment capability and the 
Hemet'San Jacinto RWRF has secondary treatment capability. The design capacity, average flow and average 
percentage of daily flows of each R\VRF is provided below. 

REGIO.'.\"AL \VATER RECLAMATION FACILITIES 

Design Capacity 
RWRF 
Hemet-San Jacinto 
Sun City 

(MGD) 

Perris Valley 
Moreno Valley 
Temecula Valley 
Total 

( I )  2.5 MGD diverted to Perris Valley RWRF. 

Source: Eastern Municipal Water District. 

Future Application of Recycled Water 

1 1 .0 
3.0 

1 1 .0 
1 6.0 
8 .0 

49.0 

Average Average % 
Flow (MGD) Daily 
as of 1 1 /30/00 Flows 

6.8 62% 
0.0° 1  0 
7.6 69 

1 1 . 5  72 
_§.]_ 84 
32.6 67% 

The District has identified more than 75 potential recycled water markets within proximity of existing 
District R\VRFs. The types of markets identified include agricultural uses, golf courses, sod farms, wetlands, 
cemeteries, commercial and industrial landscaping, and park and school turf. Potential demand for these identified 
uses cannot be met by proj ected available supply (as shown below). Supplemental supplies from poor quality 

36 



groundwater, or purchased from another agency, are alternatives being explored by the District to serve this 
projected demand. 

The total projected recycled water supply, available supply and anticipated demand for the District in MGD 
and by RWRF are shown below. (One MGD equals approximately 3 af.) 

FUTURE RECYCLED WATER DEMA.l�D AND SUPPLY 
(in MGD) 

2000 2005 
Available Available 

RWRF � � Demand Supplv � Demand 
Hemet/San Jacinto 7.5 6.0 1 1 .5 7.5 6.0 1 5 .0 
Moreno Valley 9.5 6.8 1 3. 5  1 3 .4 1 0 .7 1 7.5 
Perris Valley 9.0 6.4 1 8 .5  9.0 7.2 24.0 
Sun City( ! )  0.0 0 .0  0 .0  0.0 0.0 0.0 
Temecula Valley 6.5 5.5 1 6.0 8.4 7.6 2 1 .0 

Total 32.5 24.7 59.5 38.3 3 1 . 5  77.5 

( I )  Flows from Sun City RWRF are currently being diverted to Perris Valley RWRF. 

Source: Eastern Municipal Water District. 

20 1 0  
Available 

� � Demand 
7.5 6 .0 19 .5 

14.9 1 1 .9 22.7 
9.3 7.4 3 1 .2 
2 .0 1 .9 1 .9 

1 0.4 9.4 27.3 
44 . 1  36 .6 1 02 .6 

During the planning period, the projected regional demands for recycled water exceed the available supply 
in some service areas. These regional imbalances will be lessened when all five plants are linked to a District-wide 
transmission and distribution system under the District 's  Capital Improvement Program. (See THE CAPITAL 
IMPROVEMENT PROGRAM - Description of Capital Improvement Program - Recycled Water System 
Improvements, below.) 

In addition, the District's Resource Development Branch has conducted studies with the U.S.  Bureau of 
Reclamation, the U.S. Fish and Wildlife Service, the U.S. Environmental Protection Agency, and several 
universities to explore effluent treatment through the use of constructed wetlands and the subsequent injection and 
recovery of potable water. 

THE CAPITAL IMPROVEMENT PROGRAM 

Background 

In 1 990, the District completed a study to identify District capital improvement requirements for the Water 
and Sewer System to the year 2005 . This Water and Wastewater Facility Master Plan has recently been updated to 
reflect new requirements up to the year 2020. These updates reflect the latest grov,th projections available to the 
District and define the facilities that will be required to meet the needs of this growth. Although the growth 
projections have been revised downward from the 1 990 study, the population is expected to double from its current 
size of nearly 440,000. 

This Master Plan becomes the document from which the District develops its annual Capital Improvement 
Program, (CIP). This CIP spans five years and identifies projects from the Master Plan that are currently required, 
adds projects where necessary, and defers projects when possible. This plan schedules the necessary construction by 
project year and the financing necessary to meet this schedule. 

The projects on the CIP are tracked during the current construction year and the entire five year program is 
reviewed and revised on an annual basis by the planning department and the Executive Committee. During the 
annual review, projects are added or deleted based on the current construction schedules, and any newly identified 
requirements are prioritized into the respective construction years. 
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Description of Capita) Improvement Program 

The Capital Improvement Program's project list includes projects included in the construction budget for 
the fiscal year ended June 30, 2000 as well as projects expected to be funded in fiscal years ended June 30, 200 1 
through 2004 . 

In addition to the completion of the '' l 993A Projects" funded from the l 993A Certificates, the Capital 
Improvement Plan includes the follow·ing major projects through the fiscal year 2003 04: 

I .  Water System Improvements: In order to increase the reliability of supply and provide for the 
increasing demand on the system. the District intends to invest in the following major projects; 
Water pipelines to increase distribution capabilities and maximize system capacity ($5 1 .5 mill); 
completion of its Desalination Project ( $ 1 3 .0 mill); Water Filtration Plant ($20.0 mill); 
Add/Replace Wells ($ 1 2 .8  mill); Increase Water Storage ($ 12 .2 mill); Increase Pumping Plant 
Capacity ($8 .4 mill); Complete SCADA and Communications to operating facilities ($5.6 mill) ;  
Various System Betterment and Improvement Projects ( $ 1 5 .6 mill); and completion of various 
projects begun in prior years ($2 1 .6 mill) .  

2 .  Wastewater Svstem Improvements: Maj or projects include upgrades and/or expansions to four of 
the District' s  five wastewater reclamation facilities. The projects are; Temecula Valley Regional 
Water Reclamation Facility (RWRF) 4 MGD Expansion ($29.3 mill); Moreno Valley RWRF 
Tertiary Expansion ($ 1 0.0 mill); Perris Valley RWRF Upgrades and Tertiary Expansion ($5 .9 
mill); and Hemet/San Jac into RWRF Upgrades ($3 .2 mill) . Other projects include; Lift Station 
replacementsiupgrades ($7.0 mill): Sewer Pipelines ($ 1 . 1  mill); various System Betterment and 
Operational Necessity Projects ($2 .0 mill ) ;  and various projects begun in prior years ($7.8 mill). 

3 .  Recycled Water System Improvements: Major investments have been made in this area in prior 
years and the next five years ' investment is expected to be minimal, assuming regulatory issues 
regarding disposal do not impact the District. These projects consist of; Increasing pond storage 
capacity (S .9 mill) ;  adding a Tank ($ 1 .5 mill ) ;  and various System Improvements ($ 1 .4 mill). 

Description of 2001B Project 

The 200 1 B  Project consists of: ( i )  the construction of improvements to the Moreno Valley Regional Water 
Reclamation Facility (MVR \VR.F) and appurtenances thereto; (ii) the construction of improvements to the Sanderson 
Lift Station and appurtenances thereto; (iii) the construction of the Perris Water Treatment Plant and appurtenances 
thereto; and (iv) the construction of the Menifee Desalter Plant and appurtenances thereto. Below is a brief 
description of each. 

1 .  Sewer Service Area 32 (Moreno Valley) 

Moreno Valley Regional Water Reclamation Facility - Tertiarv Plant Expansion to 1 5 .8  MGD 

The expansion of the MVRWRF 's tertiary plant from 8.0 MGD to 1 5 . 8  MGD is required to meet 
increases in plant flow and the requirements of the Department of Health Services (DOHS) Title 
22. The MVR\VRF serves the increasing population of the Moreno Valley area, in the northwest 
portion of the District. The total estimated cost of this expansion is S 10,000,000. It is anticipated 
that the expansion will be completed December 2002. 

2 .  Sewer Service Area 3 1  (HemetiSan Jacinto) 

Sanderson Lift Station Replacement 

The Sanderson Lift Station is 35  years old and during peak flows, standby pumping capacity is not 
available. Additionally the wet well is the same elevation as tributary sewer pipelines, causing 
incoming interceptor sewers to back up. The replacement lift station will provide additional 
pumping capacity and a deeper wet well to alleviate surcharge of upstream sewer pipelines. The 
total estimated cost of this replacement is $5 ,000,000. It is anticipated that the replacement will be 
completed October 2002 . 
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3 .  Water Service Area 41  (Mills Treatment) 

Perris Water Treatment Plant 

The construction of the 1 0  MGD Perris Water Treatment Plant (expandable to 50 MGD) will 
provide filtered and treated water to meet growing customer demands in the Perris, Moreno 
Valley, and Sun City areas. The total estimated cost of this plant is $20,000,000. It is scheduled 
for completion by June 2002. 

4. Water Service Area 41 (Mills Treatment) 

Menifee De salter Plant 

The construction of the Menifee Desalter Plant 3 MGD (expandable to 6 MGD) will provide 
treatment for brackish groundwater (IDS of 1 000 ppm and higher) . The finish water product will 
supplement imported water supplies from the Metropolitan Water District of Southern California 
to serve the Perris/Sun City areas. The total estimated cost of the plant and associated extraction 
wells, collection pipelines, and brine disposal pipelines is $3 1 ,000,000. Partial funding has been 
provided by the California Agricultural Drainage Water Management Loan Program 
($ 1 1 ,600,000). District funds are available to cover another $9,400,000, leaving $1 0,000,000 
required to complete this program. It is anticipated that the plant and associated facilities will be 
on line by November 200 1 .  

Capital Improvement Program Financing Plan 

The construction requirements of the Capital Improvement Program through the fiscal year ended June 30, 
2004 are estimated to total $230,400,000 and are summarized in the table below. All estimates include construction 
costs, engineering, administration and right-of-way acquisition and are calculated in 2000 dollars. 

Fiscal Year 
Ended 

June 30 
2000< 1 > 

2001 
2002 
2003 
2004 
Total 

CAPITAL IMPROVEMENT PROGRAM 
CAPITAL REQUIREMENTS 

Water 
$ 30,800,000 

44,300,000 
19,300,000 
33,000,000 
32,900,000 

$ 1 60,300, 000 

Sewer 
$ 9,400,000 

19,900,000 
29,400,000 
5 ,800,000 
1 ,800,000 

$66,300,000 

Facilities 
$0 
0 
0 
0 
0 

$0 

( I )  Includes new and prior year encumbered projects. 

Source: Eastern Municipal Water District 

Recycled 
Water 

$0 
1 ,200,000 
1 ,600,000 

600,000 
400,000 

$3,800,000 

Annual 
Total 

$ 40,200,000 
65,400,000 
50,300,000 
39,400,000 
35, 100,000 

$230,400,000 

The revenues required to support these capital projects will be gathered from a number of different sources. 
The estimated revenues and their sources are provided in the following table. 
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Fiscal Year 
Ended 

June 30 
2000 1 5) 

200 1 
2002 
2003 
2004 
Total 

CAPITAL IMPROVEMENT PROGRAM 
FINA.l'JCING PL.\l" 

Connection Fees 
& Other Non 

Operating Funds 1 1 
! 

$ 39 .200,000 
5 1 ,900,000 
1 5 .300.000 
24,400,000 
35 , 100.000 

$ 1 65 ,900,000 

General 
Obligation 
Bonds<2 1  COPs'3 ) 

so $ 1 .000,000 
0 4,600,000 
0 35 .000.000 
0 1 5,000,000 
0 0 

$0 $55 .600,000 

Grants 
and 

Loans(4J Total 
$0 $ 40200,000 

8,900,000 65 ,400,000 
0 50,300,000 
0 39,400,000 
0 3 5 , 1 00,000 

$8,900.000 $230,400,000 

( I )  These fees and charges are for both water and sewer and are predominantly paid by developers. A portion of this is 
generated from non-operating revenues set aside into the Replacement & System Betterment Reserve. This estimate 
constitutes 72% of the capital requirements through June 30. 2004. 

(2) It is not anticipated that there will be a need to issue amounts of General Obligation Bonds over the financing period. 
However, in the event that other sources of revenue are not realized, this option is still available. 

(3) Certificates of Participation ("COPs") represent 24% of capital requirements through June 30, 2004. The 2000 and 200 1 
funds represent the balance of the 1 993 A proceeds and the 2002 and 2003 funds represent the 200 1 8  COP proceeds. 

( 4 )  Grants and loans represent 4% and is the balance of funding from state loan programs entered into in prior years. 
(5) Reflects funding for projects committed and encumbered prior to June 30, 2000. 

Source : Eastern Municipal Water District 

Completion of the Capital Improvement Program is contingent on growth in the District. The calculations 
used to generate the revenue stream to support the capital improvements was based on an average growth rate of 
approximately 4% per year. In the event the District does not experience the projected gro\\1h, the Capital 
Improvement Program would be modified to address the then-known requirements; however, because of the three or 
four years required to design, fund and construct major facilities, construction must continue even during periods of 
slow gro\\1h with the expectation that long-term growth will approximate projections. 

Environmental Considerations 

Projects undertaken by the District. including, without limitation, those undertaken in the Capital 
Improvement Program, are generally subject to the California Environmental Quality Act ("CEQA"), as amended, 
Sections 2 1 000-2 1 1 78. l of the California Public Resources Code. Certain projects involving the participation of the 
Bureau of Reclamation, Department of the Interior, or other Federal agencies are also subject to the National 
Environmental Policy Act of 1 969 (":\'EPA"), as amended (42 U.S.C. § 432 1 ). 

Under CEQA, a project which is to be carried out or approved by a public agency must comply with a 
comprehensive environmental review process, which may include the preparation of an Environmental Impact 
Report ("EIR"). The EIR reflects not only an independent technical analysis of the project' s  potential impacts, but 
also the comments of responsible agencies with jurisdiction over the project and the comments of interested 
members of the public. Contents of the EIR include a detailed statement of the project 's significant environmental 
effects; any such effects which cannot be avoided if the project is implemented; mitigation measures proposed to 
minimize such effects; alternatives to the proposed project; the relationship between local and short-tenn uses and 
long-term productivity; any significant irreversible environmental changes which would result from the project; the 
project's gro\\'1h-inducing impacts; and a brief statement setting forth the agency's reasons for determining that 
certain effects are not significant and hence do not require discussion in the EIR. If the lead agency determines that 
the project itself will not have a significant effect on the environment, it may adopt a written negative declaration. 
Once the agency approves or determines to carry out a proj ect, either following the EIR process or after adopting a 
negative declaration, it must file notice of such determination with the clerk of the county. Any action or proceeding 
challenging the agency's determination must be declared in writing to the lead agency within 30 days following the 
filing of such notice.  
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HISTORICAL FINANCIAL OPERATIONS 

Operating Revenues 

Water and Sewer Charges. Water and sewer rates are established by the Board and are not subject to 
regulation by the California Public Utilities Commission or by any other local, state or Federal agency.  The District 
bills monthly on a meter reading and billing system for both water and sewer service. Actual usage of agricultural 
users and domestic users with meters over two inches is determined monthly. Payments are due upon receipt and 
become delinquent after 1 5  calendar days from billing date. \Vhen a bill for service has become past due and a 
discontinuance of service notice for nonpayment has been issued, service may be discontinued if the bill is not paid 
within the time required by such notice. It is the District's belief that water and sewer charges are not fees for 
purposes of Proposition 2 1 8  since such fees are a result of service and not property ownership. However, in 
interpreting Proposition 2 1 8, a court could conclude to the contrary. For a summary description of the provisions 
and potential effect of Proposition 2 1 8  on the District, see. HISTORICAL FINA:�CIAL OPERA TIO NS -
Certain Limitations on Taxes and Other Revenue Sources. 

Under the Master Resolution, the District is required to fix rates which are reasonably fair and 
nondiscriminatory and which will be at least sufficient for the payment of all amounts to be payable from Xet Water 
and Sewer Revenues in each Fiscal Year and at least equal to (i) 1 1 5% of Debt Service on all Parity Obligations plus 
the amount required to be deposited to the Operating Reserve Fund and (ii) 1 1 0% of Debt Service on all Parity 
Obligations and Subordinated Obligations plus the amount required to be deposited to the Operating Reserve Fund. 

The District 's water rates for well production (which is supplied on a wholesale basis to the City of Hemet 
and Lake Hemet Municipal Water District) were $ 1 76.00 per af for entitlement and $ 1 86.00 per af for excess in 
2000. The District wholesale rate in 2000 for imported water was $442 .00 per af for Elsinore Valley Municipal 
Water District; $525.25 per af for the City of Perris and the Nuevo Water Company. The District rate for secondary 
treated recycled water used for agriculture was sold at $25.50 per af and the tertiary treated recycled water used for 
parks and golf courses was sold at $ 1 33 .00 per af. The District average sewer service rate was $ 1 5 . 1 8  per month in 
fiscal year 2000. The District's wholesale and retail water rates and monthly sewer service charges are the most 
easily adjusted source of revenue and the Board has historically changed the rate as necessary to pay for operations 
and capital needs not met by other revenue sources. On November 20, 1 996, the Board approved an increase to the 
sewer rates of approximately 2.9%, effective January 1 ,  1 997. Although the wholesale water rate from MWD 
increased by $5 .00 per af, no water rate increase was recommended in 1 997. These rates are still in effect and no 
rate changes have been recommended for the fiscal year 2000/01 .  

Although rates vary throughout the District, the following water and sewer rates are representative of those 
in effect within the District: 

Commodity Charge 
Service Area Qer 100 Cubic Feet 
Perris Valley 1 .458 
Sun City l .458 
Fruitvale .859 
Diamond Valley 1 .583 
Moreno Valley 1 .497 
Temecula Valley 1 .384 

WATER MW SEWER RA TES 
Effective January 1, 2001 

Water( ! )  

Daily Charge 
. 1 98 
.238 
. 1 98 
. 1 98 
. 198 
. 1 98 

Average 
Monthly ! I )  

32 . 1 8  
33 .38 
2 1 .40 
34.43 
32 .89 
30 .85 

Sewer<2l 

Daily Charge 
.697 
.464 
.424 
.424 
.442 
.64 1  

Average 
Monthly <2l 

20.9 1 
1 3 .92 
1 2.72 
1 2.72 
1 3 .26 
1 9.23 

( I )  By example, a water bil ling for 1 ,800 cubic feet ( 1 8  units) of water for a period of 30 days in the Perris Valley would be 
calculated as follows: ( 1 8  X 1 .458) + (30 X S. 1 98) = $32. 1 8. 

(2) By example, a sewer bill ing for 30 days of sewer service in the Perris Valley would be calculated as follows: 30 X .697 = 
$20.9 1 .  

Source: Eastern Municipal Water District. 
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The following table provides a summary of water and sewer service rates for the period July I ,  1 995 to 
date. 

SUMMARY OF WATER A .. �D SE\VER SERVICE RA TES 
(Dollars Per Acre - Foot and Average Monthly/Service Rates) 

Fiscal Year 
ending June 30 

1996 
1997 
1998 
1 999 
2000 

\Vatert i , 
634.44 
643 .6 1  
643 .09 
642 .8 1 
64 1 . 97 

( I )  \Veighted average of retail domestic sales using MWD water. 

Source: Eastern Municipal Water District. 

Sewer Service 
14 .72 
1 5 .36  
1 5 .3 8  
1 5 .43 
1 5 . 1 8  

The following table provides a summary of the District's gross revenues from water and sewer service and 
recycled water for the fiscal years ended June 30, 1 996 through June 30, 2000. 

Fiscal Year 
Ended 

June 30  
1996 
1997  
1 998 
1999 
2000 

WATER SALES AND SEWER SERVICE 
GROSS REVENUES 

Water 
Sales 

45,549.894 
47,680,036 
42.22 1 ,945 
48,589,630 
54.0 1 8.590 

Sewer 
Service 

2 1 ,393 , 1 78 
22,6 1 5,07 1 
23 ,665,927 
25 ,020,585 
25 ,361 ,569 

Source: Eastern Municipal Water District. 

Non-Operating Revenues 

Recycled 
Water Total 

779 ,660 67,722,732 
764,848 7 1 ,059,955 
645,259 66,53 3, 1 3 1  

1 ,078.322 74,688,537 
1 , 1 02,44 1 80,482,600 

Standbv (Availabilitv) Charges. Cnder the Law, the District may levy and collect an annual water standby 
charge (also referred to as an availability charge). as well as an annual sewage and wastewater service standby or 
availability charge, on land within the boundaries of the District to which water and sewage and wastewater 
services, respectively, are made available by the District, whether or not the water or service is actually used. Each 
such charge may not exceed $ 1 0  per acre per year for each acre ( or parcel less than an acre) within the District, 
except that it may be $30  per acre per year for each such acre or parcel if any charge in excess of $ 1 0  per acre or 
parcel is used for the purposes of the particular improvement district in which the acre or parcel is located. 

The Law requires that standby or availability charges be approved by ordinance, which is subject to 
referendum, after public notice and hearing on the proposed charge. At its meeting on August 2, 2000, the District's 
Board held a public hearing and again adopted a resolution setting forth its intention to levy a water standby charge 
and a sewage and '>Vastewater availability charge as described above, and the charges became effective immediately. 

The District currently levies these charges on the land within 15 of its water special improvement districts, 
and 1 6  of its sewer special improvement districts and 3 of its combined water and sewer special improvement 
districts, as well as a charge on land within the entire District. The charges for the various special improvement 
districts for Zone I (that is, areas where service is being made reasonably available, either directly by the District or 
indirectly by a city, another water district or a water company) vary from a $ 1 . 00 to $ 1 5 .00 per acre annual water 
charge and a $7.50 to $ 1 5  .00 per acre annual sewer charge.  The District has established 6 1  separate special 
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improvement districts, of which 32 are water special improvement districts, 23 are sewer special improvement 
districts and 6 are combined water and sewer special improvement districts. 

The District may, under circumstances specified under the Law, utilize an alternative procedure for fixing 
water or sewer standby or availability charges which does not limit the amount of such charges. The District has not 
utilized such procedure to date. 

Standby charges are classified as assessments by the terms of Proposition 2 1 8 . For a summary description 
of the provisions and potential effect of Proposition 2 1 8  on the District, see, HISTORICAL FINANCIAL 
OPERATIONS - Certain Limitations on Taxes and Other Revenue Sources. 

Connection Fees and Sewer Frontage Charges. The District has statutory authority to fix and impose upon 
the customers of the District one-time water and sewer connection fees and one-time water and sewer frontage 
changes. 

Connection fees includes water and sewer plant capacity charges, water and sewer back-up charges and 
water and sewer fees, each of which is charged on a per equivalent dwelling unit ("EDU") basis. As of January 1 ,  
200 1 ,  the District's sewer connection fee is $3,845 .00 per EDU; and as  of  January 1 ,  200 1 ,  the District's water 
connection fee is $ 1 ,5 1 0.00 per EDU. In addition to the connection fees, the District levied a $ 1 8 .00 per foot water 
frontage charge and a $ 1 5 .00 per foot sewer frontage charge. These fees are escalated annually according to a 
regional cost of construction index. 

Although these one-time connection fees and water and sewer frontage charges constitute current Water 
and Sewer Revenues of the District, these amounts are budgeted by the District for application to its general 
construction fund and used to pay the costs of its capital improvements. 

Taxes. The District is expressly empowered under the Law to levy taxes on all taxable property within its 
boundaries for the purpose of paying the bonded indebtedness of its special improvement districts (see, THE 
DISTRICT - Debt Structure of the District) and, subject to certain limitations in the Law, the California Revenue 
and Taxation Code, and the California Constitution, for other District purposes (see, Certain Limitations on Taxes 
and Other Revenue Sources, below). The District currently levies taxes only to service bonds of its special 
improvement districts. Moneys that are received from the District 's share of the Riverside County one percent tax 
levy are available, but are not required to be used, to pay Maintenance and Operation Costs of the Water and Sewer 
System. These revenues have been reduced as a result of legislative action (see, Certain Limitations on Taxes and 
Other Revenue Sources, below). 

Only those special improvement districts receiving tax revenue at the time Proposition 1 3  became effective 
are entitled to receive a share of the one percent County general purpose property tax levy, based on the allocation 
procedure under California law. In each of the past three years the District has received approximately $9,940,000 
in property tax revenue. 

The tax rate levied to service outstanding general obligation bonds of the special improvement districts 
varies among the special improvement districts within the District. Assessed valuation ("AV") is determined by the 
Riverside County Assessor. Total assessed valuation of taxable property within the District for the Fiscal Year 
ended June 30, 2000 was approximately $ 19.5 billion, an increase of approximately 4 .7% over the Fiscal Year ended 
June 30, 1 999 valuation. The average assessed valuation of property within the District service area was 
approximately $55,000 per acre on June 30, 2000. 

Certain Limitations on Taxes and Other Revenue Sources 

Article XIII A of the California Constitution. The taxing powers of California public agencies are limited 
by Article XIII A of the California Constitution, added by an initiative amendment approved by the voters on June 6, 
1 978, and commonly known as Proposition 1 3 .  

Article XIII A limits the maximum ad  valorem tax on real property to one percent of  "full cash value," 
which is defined as "the County Assessor's valuation of real property as shown on the fiscal year 1 975-76 tax bill 
under 'full cash value' or, thereafter, the appraised value of real property when purchased, newly constructed, or a 
change in ownership has occurred after the 1975 assessment." The full cash value may be adjusted annually to 
reflect inflation at a rate not to exceed 2% per year, or reduction in the consumer price index or comparable local 
data, or declining property value caused by damage, destruction, or other factors. 
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The tax rate limitation referred to above does not apply to ad valorem taxes to pay the interest and 
redemption charges on any indebtedness approved by the voters before July 1 ,  1 978, or on any bonded indebtedness 
for the acquisition or improvement of real property approved by two-thirds of the votes cast by the voters voting on 
the proposition. 

l.Jnder the terms of Article XIII A and pursuant to an allocation system created by implementing legislation, 
each county is required to levy the maximum ad valorem tax permitted by Article XIII A and to distribute the 
proceeds to local agencies, including special districts such as the District. The allocation of property tax revenues 
among special districts, while subject to certain statutory procedures and criteria, is largely discretionary with each 
county. 

Assessed valuation growth allowed under Article XIII A (new construction, change of ownership and 2% 
annual value groMh) is allocated on the basis of situs among the jurisdictions that serve the tax rate area within 
which the growth occurs . Local agencies and schools share the growth of base revenues from the tax rate area. Each 
year's gro'-"1h allocation becomes part of each agency's allocation in the following year. The availability of 
revenues from tax bases to such entities may be affected by the establislunent of redevelopment agencies which, 
under certain circumstances, may be entitled to such revenues resulting from the upgrading of certain property 
values. 

The District receives approximately 10% of its revenues from the 1 % property tax levy that Riverside 
County levies in accordance with Proposition 1 3 .  In recent years the allocation of Proposition 1 3  property taxes to 
local agencies has been revised such that property tax revenue has been diverted away from special districts, such as 
the District, to school districts. It cannot be predicted if future legislation will be introduced to further reduce, or 
entirely eliminate, the percentage of the l % Riverside County property tax levy paid to the District. In the opinion 
of District management, any such legislation would not have an adverse effect on its ability to make payments under 
the Installment Sale Agreements as the District would be able to compensate for any lost revenues through a 
combination of rate increases, cost efficiencies andlor cash reserves. 

The District has projected future Net Revenues by excluding moneys reallocated in recent years. (See, 
THE DISTRICT, herein). There can be no assurance that the Net Revenues of the District will not be adversely 
impacted due to any future reallocation of revenues which might be imposed by the State. 

Under California lav.·, any fee which exceeds the reasonable cost of providing the service for which the fee 
is charged is a "special tax," which under Article XIII A must be authorized by a two-thirds vote of the electorate. 
Accordingly, if a portion of the Districfs wastewater user rates or connection fees were determined by a court to 
exceed the reasonable cost of providing service, the District would not be permitted to continue to collect that 
portion unless it were authorized to do so by a two-thirds majority of the votes cast in an election to authorize the 
collection of that portion of the rates or fees. The reasonable cost of providing wastewater services has been 
determined by the State Controller to include depreciation and allowance for the cost of capital improvements. In 
addition, the California courts have determined that fees such as connection fees will not be special taxes if they 
approximate the reasonable cost of constructing the wastewater capital improvements contemplated by the local 
agency imposing the fee. 

Article XIII B of the California Constitution. Article XIII B of the California Constitution limits the annual 
appropriations of proceeds of taxes by State and local governmental entities to the amount of appropriations of the 
entity for the prior fiscal year, as adjusted for changes in the cost of living, changes in population and changes in 
services rendered by the entity. User fees and charges are considered proceeds of taxes only to the extent they 
exceed the reasonable costs incurred by a governmental entity in supplying the goods and services for which such 
fees and charges are imposed. 

Pending clarification of certain of its provisions by the courts, or by the California Legislature, the full 
impact of Article XIII B on the amounts and uses of moneys to be deposited in the Water and Sewer Revenue Fund 
is not clear. However, to the extent moneys in the Water and Sewer Revenue Fund are used to pay the costs of 
maintaining and operating the Water and Sewer System and debt service on Parity Obligations (including the 
funding of the Debt Service Reserve Funds), such moneys should not, under the terms of Article XIII B, as 
supplemented by legislation, and based upon the official ballot argument supporting the measure, be held to be 
subject to the appropriation limit. 

Articles XIII C and XIII D of the California Constitution. Proposition 2 1 8, a state ballot initiative known 
as the "Right to Vote on Taxes Act," was approved by California voters on November 5, 1 996 and became effective 
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November 6, 1 996. Proposition 2 1 8  amends the California Constitution by adding Articles XIII C and XIII D to the 
tax limitation provisions adopted by Proposition 1 3  and its progeny thereby limiting the imposition of taxes, 
assessments, fees and charges. 

Article XIII D establishes procedural requirements for imposition of assessments, which are defined as any 
charge on real property for a special benefit conferred upon the real property. Standby charges are classified as 
assessments. Procedural requirements include the conducting of a public hearing and an election by mailed ballot, 
with notice to the record owner of each parcel subject to the assessment. The assessment may not be imposed if a 
majority of the ballots returned oppose the assessment, with each ballot weighted according to the proportional 
financial obligation of the affected parcel. 

Existing, new or increased assessments are subject to the procedural prov1S1ons of Proposition 2 1 8 . 
However, certain assessments existing on November 6, 1 996 are classified as exempt from the procedures and 
approval process of Article XIII D. Expressly exempt assessments include (i) an assessment imposed exclusively to 
fmance capital costs or maintenance and operation expenses for sewers, water. flood control and drainage systems, 
but subsequent increases are subject to the procedures and approval requirements, (ii) an assessment imposed 
pursuant to a petition signed by all affected landowners (but subsequent increases are subject to the procedural and 
approval requirements), (iii) assessments, the proceeds of which are used exclusively to pay bonded indebtedness, 
where failure to pay would violate the U.S. Constitution's prohibition against the impairment of contracts, and (iv) 
any assessment which has previously received approval by a majority vote of the voters (but subsequent increases 
are subject to the procedural and approval requirements). 

Water standby charges and sewerage and wastewater availability charges are classified as assessments and 
must comply with the provisions of Proposition 2 1 8  pertaining to assessments. Standby or availability charges 
imposed exclusively to finance the capital costs or maintenance and operation expenses for sewers or water which 
were in effect on the effective date of Proposition 2 1 8  need not comply with the approval process applicable to 
assessments generally. However, future increases in said charges are subject to the protest-election procedures in 
Article XIII D. 

It is the District's belief that the water standby charges and sewerage and wastewater availability charges 
are existing assessments imposed to finance capital costs or maintenance and operation expenses for sewers or water 
and are therefore exempt from both the procedural and substantive provisions of Article XIII D. However, in 
interpreting Proposition 2 1 8, a court could conclude that although existing standby or availability charges are 
exempt from the procedural requirements, such charges must still comply with the substantive provisions of Article 
XIII D, including the requirement that the assessment on each parcel not exceed the reasonable cost of the 
proportional special benefit to that parcel. 

As discussed in WATER RESOURCES, FACILITIES AND USAGE - The Metropolitan Water 
District of Southern California, MWD currently imposes a water standby or availability charge that is allocated 
among M\VD's constituent public agencies, including the District. The charge is currently being imposed on parcels 
within the District. It is the District 's understanding that MWD believes that Article XIII D does not apply to 
MWD's imposition of this standby charge. In the event a court having proper jurisdiction concluded to the contrary 
and/or MWD's standby charge is discontinued, the District might have to pay the charge from other revenue sources 
or attempt to adopt its own standby charge. The protest-election procedures may adversely impact the District 's 
ability to continue to pay the charge through levies on parcels in the District. In that event, there can be no 
assurance that the Net Water and Sewer Revenues of the District would not be adversely affected. 

Article XIII D provides that nothing in Proposition 2 1 8  shall be construed to affect existing laws relating to 
the imposition of fees or charges as a condition of property development. Therefore, it is the District's belief that 
Proposition 2 1 8  does not apply to connection fees and sewer frontage charges, although there can be no assurance 
that a court would not determine otherwise. 

Article XIII D defines a "fee" or "charge" as any levy other than an ad valorem tax, special tax, or 
assessment imposed upon a parcel or upon a person as  an incident of property ownership, including a user fee or 
charge for a property-related service. A "property-related service" is defined as "a public service having a direct 
relationship to a property ownership." 

An agency imposing or increasing a property-related fee or charge must provide notice thereof to the record 
owner of each identified parcel upon which such fee or charge is to be imposed and must conduct a public hearing .  
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The proposed fee or charge may not be imposed or increased if a majority of owners of the identified parcels file 
written protests. 

Article XIII D includes substantive provisions applicable to existing fees and charges including provisions 
that (i) revenues derived from the fee or charge shall not exceed the funds required to provide the property-related 
service, ( i i )  such revenues shall not be used for any purpose other than that for which the fee or charge was imposed, 
(iii) the amount of a fee or charge imposed upon any parcel or person as an incident of property ownership shall not 
exceed the proportional cost of the service attributable to the parcel and (iv) no such fee or charge may be imposed 
for a service unless that service is actually used by. or immediately available to, the property owner. 

\Vhile the District is of the view that its water and sewer charges are not "imposed as an incident of 
property 0\\11ership," and, therefore. not subject to Article XIII D"s  requirements as property-related fees or charges, 
there can be no assurance that a court having proper jurisdiction will not find to the contrary. Subsequent to the 
adoption of Proposition 2 1 8, the proponents thereof have argued that Article XIII D was intended to regulate fees 
and charges, including user fees or charges such as water and sewer service charges, that are imposed for services 
customarily provided to real property. The District. however, believes that such fees and charges are an incident of 
a request for service, not an incident of property ownership, and should not be classified as property-related fees or 
charges. Under this interpretation, property owners who do not request connections or service do not pay such fees 
and the amount of the fee depends upon factors such as the type and amount of use. Such a fee, thus, differs from a 
fee or charge that is an incident of property ownership which cannot be avoided by declining service. 

In connection with the debate regarding application of Article XIII D to water and sewer charges, the 
California Attorney General rendered Opinion No. 97-302. dated July 14, 1 997, in which he concludes that Article 
XIII D is inapplicable to the tiered water rate structure addressed by the Opinion. The Opinion makes the distinction 
betv.·een a water rate structure based upon the amount of water used, which is not subject to Article XIII D, and fees 
or assessments that are levied against a parcel of land on a per-parcel or per-acre basis, which are subject to Article 
XIII D. The Attorney General concludes that fees for water that are based upon metered amounts used are not 
imposed as an incident or property ownership and do not have a direct relationship to property 0\\11ership and 
consequently, such fees would not be governed by Article XIII D. 

In response to this Attorney General Opinion, the Howard Jarvis Taxpayers Association, which drafted 
Proposition 2 1 8, published an article in Volume 1 6, No. I O  of "Debt Line," a publication of the California Debt And 
Investment Advisory Commission, dated October 1 997. Among the arguments in the article, the Jarvis Association 
states its belief that Article XIII D should be liberally construed to include water rates as a user fee or charge under 
the theory that virtually all water service has meaning only in the context of the use and enjoyment of property. 

I f  and to the extent a fee or charge imposed by the District for water, wastewater, or sewer service is 
nevertheless determined to be a "fee" or "charge." the District's ability to increase such a fee or charge may be 
limited by a majority protest. For similar reasons, wholesale customers of the District (for example, the Cities of 
Perris, Hemet, and San Jacinto and water districts such as Elsinore Valley MWD) may be limited in their ability to 
raise sufficient revenues through fees and charges to pay for wholesale service which could also have an adverse 
impact on Net Water and Sewer Revenues. 

Article XIII C removes limitations on the initiative power in matters of local taxes, assessments, fees and 
charges. Consequently, eligible voters within the District's service area could, by future initiative, repeal, reduce or 
prohibit the future imposition or increase of any local tax, assessment, fee or charge. "Assessment," "fee" and 
"charge" are not defined in Article XIII C, and it is not clear whether the definitions of these terms in Article XIII D 
would be applied to Article XIII C. 

The provisions of Article XIII C and XIII D have not been conclusively interpreted by any court. The 
California Legislature enacted Stats. 1 997. c. 38  (S.B. 9 1 9), effective July 1 ,  1 997. which provides procedures for 
complying with Article XIII C and Article XIII D. However. this legislation does not address the interpretation 
issues described above. The only official interpretation is Opinion No. 97-302 of the California Attorney General. 
The District is unable to predict how Articles XIII C and XIII D will be interpreted by the courts and what, if any, 
further implementing legislation will be enacted. Until such further interpretations are available, the District cannot 
predict with certainty whether Proposition 2 1 8  will have any substantial adverse effect on the District's ability to 
impose and collect assessments, fees and charges and there can be no assurance that Proposition 2 1 8  will not 
adversely affect the ability of the District to impose, charge and collect assessments, fees and charges to enable the 
District to generate Net Water and Sewer Revenues sufficient to make Installment Sale Payments. 
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Historical Operating Results 

The following table summarizes the District's operating revenues, operating expenses and net revenues for 
the five fiscal years ended June 30, 1 996-2000. The operating revenues. operating expenses and net revenues in 
each of said fiscal years shown are derived from the Financial Statements of the District. The Financial Statements 
of the District for the years ended June 30, 1 999 and 2000 and the report thereon of Ernst & Young are included as 
Appendix B to this Official Statement. The following table is derived from such Financial Statements, including the 
notes contained therein, and should be read in conjunction with Management Discussion of Operations, below. 
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HISTORICAL OPER.\ TING RESULTS 
(Fiscal Year Ended June 30) 

SUMMARY OF REVENUES, EXPE�SES A.""'D CHANGES IN FUND EQUITY 

Fiscal Year Fiscal Year Fiscal Year Fiscal Year Fiscal Year 
1 995/96 1 996/97 1 997/98 1 998/99 1 999/00 

OPERATTNG REVENUES: 
Water Sales S45 ,549 ,894 547.680.036 $42,22 1 ,945 $48.589.630 $54.0 1 8,590 
Sewer Service Charges 2 1 .393 . 1 78 22,6 1 5,07 1 23 ,665.927 25.020.585 25,36 1 ,569 
Recycled \Vater 779 .660 764,848 645.259 1 .078.322 1 . 1 02,44 1 
Total Operating Revenues S67 , 722� 732 57 1 .059,955 $66,533, I 3 1  574,688,537 S80,482,600 

OPERA TING EXPENSES: 
Water Purchases 52 1 .652.549 $20,274,732 S l 8,577,8 1 8  52 1 ,788, 1 73 5 26.33 1 ,029 
Water Operations 1 5, 1 62 ,037 14 .460.206 1 4.556,360 14.845,543 1 6,348,960 
Sewer Operations 1 7 .709,377 1 7.465,284 1 6,999,525 1 8.658,473 1 8,767, 1 23 
General and Administrative 1 3.057,328 1 2,602,706 1 3,459,580 13,909,58 1 1 3,429,893 
Depreciation 22.357. 898 23.325. 1 05 24.555,656 25.976,208 27.279,095 

Total Operating Expenses $89 .939, 1 89 $88, 1 28.033 588, 1 48,939 595, 1 77,978 S I 02, 1 56, I OO 

OPERATING INCOME (LOSS) (22,2 1 6.457) ( 1 7,068.078) (2 1 ,6 1 5,808) (20,489 ,44 1 )  (2 ! .673,500) 

NON-OPERA TING REVENUES: 
Property Taxes - General Purpose 5 9,56 1 ,703 5 9.336,708 S 9,236,496 $ 9,804,684 $ I 0, 778,53 7 
Ad Valorem Taxes - Debt Service 3.450,689 3 .408,853 3,004,909 3,022,649 3 , 1 03,876 
Availability Charges 3.750J 90 3,758,737 3,797,564 3.77 1 ,928 3,8 1 6,486 
Water and Sewer Plant Capacity Charges 3,943,57 1 4 ,860,675 4,346.898 9,202,606 8,62 1 ,42 I 
Water and Sewer Backup Charges 4,4 1 4,697 4.480.405 4,504,843 1 0,005,494 9,62 1 ,599 
Water and Sewer Frontage Charges 252, 1 89 1 9 1 , 1 66 307,655 693,595 5 1 8,372 
Water and Se\\·er Fees 897,620 l , 1 73, 1 38 1 ,600,6 1 0  1 ,67 1 ,295 2.005,629 
Interest Income 1 3.3 1 7, 1 34 1 4,952.009 1 6,3 1 4,378 1 2.262, 1 1 6 1 3,948, 1 78 
Interest Income - Bonds 3 1 7 ,669 3 1 6,50 1  326,443 3 1 3, 1 90 34 1 ,350 
Gain on Disposal of Fixed Assets 0 1 5 1 . 1 1 1  (478,354) ( 1 ,380,863) (254,8 1 9) 
Other 1 .683,646 1 ,802,46 1 1 ,793 344 2,592,730 2,560,252 

Total Non-Operating Revenues $41 ,589. l 08 544,43 1 ,764 $44,754,786 $5 1 ,959 ,424 $55,060,88 1 

NON-OPERATl�G EXPENSES: 
Jnterest & COP Debt $ 1 5 ,768,809 S 16.222,42 1 $ 1 5,3 1 2,7 1 2  $ 15,260,659 S 1 5,069,255 
Interest Expense - Bonds l ,766,394 1 ,575,954 1 ,429, 1 3 1  1 ,247,46 1 1 ,077,256 
Other 2,157.338 2,42 1 .607 1 .8 1 0,221 3.852,854 3 389.347 

Total !\on-Operating Expenses: S 1 9,692,54 1 $20,2 1 9,982 S 1 8,552,064 $20,360,974 $ 1 9,535.858 

EXCESS OF REVENUE OVER 
EXPENSES BEFORE 
EXTRAORDINARY ITEM (3 1 9,890) 7 , 1 43 .704 4,586,9 1 4  l ! , 1 09,009 13.85 1 .523 

EXTRAORDINARY ITE\1 :  
Gain from Debt Extinguishment 0 0 0 0 0 
Loss on Debt Defeasance 0 0 0 0 0 
Prior Period Ad1ustrnent (2,639,42 1 )  1 ,309 ,762 0 0 0 

N ET INCOME (2,959,3 1 I )  8,453,466 4,586,9 1 4  1 1 , 1 09,009 1 3,85 1 ,523 

FL 'ND EQUITY, BEGINNING OF YEAR 700,220,535 7 1 4,835,073 739,9 1 0,927 750,622,88 1 770,603,57 1  

CONTRIBUTED CAPITAL FROM 
DEVELOPERS 1 7,573.849 9,622.388 1 3, 1 25.040 8,87 1 ,68 1 7 , 1 49, 1 26 

FUND EQUITY, END OF YEAR $7 I 4,835,073 $732,9 1 0,927 $750,622,88 1 $770,603,57 1  $79 1 ,604,220 
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EASTER.� MUNICIPAL WATER DISTRICT 
HISTORICAL OPERA TING RESULTS 

SUMMARY OF MODIFIED REVENUES AND EXPENSES 

Fiscal Year Fiscal Year Fiscal Year Fiscal Year 
1995/96 1 996/97 1997/98 1 998/99 

OPERATING REVE::-..TES: 
Water Sales $45,549,894 $47,680,036 $42,22 1 ,945 $48,589,630 
Sewer Service Charges 2 1 ,393, 178 22,6 1 5 ,07 1 23 .665,927 25,020,585 
Recycled Water 779.660 764 848 645,259 1 ,078,322 

Total Operating Revenues $67,722,732 $7 1 ,059,95 5 $66,533, 1 3 1  $74,688,537 

OPERA TING EXPENSES: 
Water Purchases $2 1 ,652,549 $20,274,732 $ 1 8,577,8 1 8  $2 1 ,788, 1 73 
Water Operations 1 5, 1 62,037 1 4,460,206 14,556,360 14,845,543 
Sewer Operations 1 7,709,377 1 7,465,284 16,999,525 1 8,658,473 
General and Administrative 1 3,057.328 1 2,602,706 1 3.459,580 1 3,909,5 8 1  

Total Operating Expenses $67,58 1 ,29 1 $64,802,928 $63,593,283 $69,201 ,770 

OPERA TING INCOME (LOSS) 14 1 ,44 1 6,257,027 2,939,848 5,486,767 

NON-OPERA TING REVENUES: 
Property Taxes - General Purpose $ 9,561 ,703 $ 9,336,708 $ 9,236,496 $ 9,804,684 
Availability Charges 3 ,750, 1 90 3,758,737 3,797,564 3,771 ,928 
Water and Sewer Plant Capacity Charges 3,943,57 1 4,860,675 4.346,898 9,202,606 
Water and Sewer Backup Charges 4,414,697 4,480,405 4,504,843 10,005,494 
Water and Sewer Frontage Charges 252, 1 89 1 9 1 , 1 66 307,655 693,595 
Water and Sewer Fees 897,620 1 , 1 73 , 1 3 8 1 ,600,61 0  1 ,67 1 ,295 
Interest Income 1 3,3 17, 1 34 1 4,952,009 16,3 14,378 1 2,262, 1 1 6 
Gain on Disposal of Fixed Assets 0 1 5 1 , 1 1 1  (478,354) ( 1 ,380,863) 
Other 1 ,683,646 1 .802.46 1 1 .793 ,344 2.592,730 

Total Non-Operating Revenues $3 7 ,820,750 $40, 706,4 1 0  $4 1 ,423,434 $48,623,585 

NON-OPERA TING EXPEJS'SES: 
Interest & COP Debt $ 1 5,768,809 $ 1 6,222,42 1 $ 1 5,3 12 ,7 1 2  S 1 5,260,659 
Other 2 , 1 57,338 2,42 1 ,607 1 ,8 1 0,22 1 3.852,854 

Total Non-Operating Expenses $ 1 7,926, 147 $ 1 8,644,028 S l  7, 1 22,933 $ 1 9, 1 1 3 ,5 1 3  

EXCESS OF REVENUES OVER 
EXPENSES BEFORE 
EXTRAORDINARY ITEM $20,036,044 $2_8,3 1 9,409 $27,240,349 $34>996,839 

Management Discussion of Operations 

Fiscal Year 
1 999/00 

$54,0 1 8,590 
25,36 1 .569 

1 . 1 02,44 1 
$80,482,600 

$26,33 1 ,029 
1 6,348 .960 
1 8 ,767 , 123 
1 3 .429,893 

$74,877,005 

5 ,605,595 

$ 1 0,778,537 
3 , 8 1 6,486 
8,62 1 ,42 1 
9,62 1 ,599 

5 1 8,372 
2,005,629 

1 3 ,948, 1 78 
(254,819) 
2 .560,252 

$5 1 ,6 1 5 ,655 

$ 1 5 ,069,255 
3.389.347 

$ 1 8,458,602 

$38,762,648 

The Historical Operating Results of the District as presented on page 48 reflects all sources of revenues and 
expenses from the Audited Financial Statements. This includes General Obligation related revenues and expenses, 
depreciation, and other extraordinary book entries. In order to compare the future "Net Revenues and Expenses" of 
the District to historical, a modified Historical Operating Results has been prepared and is presented on page 49. The 
following commentary is being made based on the modified report. 

The District's Net Water and Sewer Revenues include all gross income and revenue received or receivable 
by the District from its ownership and operation of the Water and Sewer System, including income derived from 
water and wastewater sales, sewer service charges, standby charges, water and sewer plant capacity charges, water 
and sewer back-up charges, water and sewer frontage charges, water and sewer fees, annexation charges and certain 
investment earnings. The District budgets each year those revenues which are driven by expected customer demands 
on the system as part of its "Operating Budget". These revenues include water and wastewater sales, sewer service 
charges, standby charges, annexation charges, certain investment earnings and miscellaneous revenues derived from 
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fees for service. These revenues are primarily used to pay for the fiscal year's operating expenses, capital outlays 
and research, and supports the capital improvement program. The balance of the net water and sewer revenues; 
water and sewer plant capacity charges. water and sewer back up charges, water and sewer frontage charges, water 
and sewer fees, and certain investment earnings. are appropriated each year to the construction fund to finance a 
major portion of the capital improvement program. With the exception of the investment earnings. these revenues 
are part of the District's connection fee that is paid by the developer at the time arrangements are made with the 
District for water and/or sewer service. These revenues are reported as "Non-Operating" revenues and will have the 
biggest fluctuations from year to year due to being driven by economic conditions. Historically, these revenues 
peaked in Fiscal Year 1 989190 at 552.0 million and dropped to $8.8 million in Fiscal Year 1 99 1/92 .  However, the 
District 's financial position as presented in its Audited F inancial Statements (See Appendix B) continues to remain 
strong. 

COMPARATIVE RESULTS: 

The District completed its last five fiscal years with Net Income Before Appropriations of $20,036,044; 
$28,3 1 9,409; $27,240,349 ; $34,996.839 and $38,  762,648 in 1 996, 1 997, 1 998, 1 999 and 2000 respectively. That 
portion attributed to developer driven connection fees were; $8, 1 98,556; $ 1 0, 705 .384, $ 1 0,760,006; $2 1 ,572,990 
and $20, 767,02 1 in I 996, 1 997, 1 998, 1 999 and 2000 respectively. 

2000 Fiscal Year Compared to 1 999 Fiscal Year. Net income increased 53 ,765,809, or 1 0.8% from 1 999. 
This increase was the net result of increased sewer contributions of $256,453 ;  lower COP interest expense of 
$ 1 9 1 ,404; increased property taxes and assessments of $ 1 ,0 1 8 ,4 1 1 ;  lower general and administrative expenses of 
$479,688 ; higher interest earnings of $ 1 ,686,062 (primarily due to GASB 3 1  adjustment); and a net increase in other 
non-operating income/expenses of S l ,557,073 . These increases to net income were partially offset by decreased 
water contributions of $6 1 7,3 1 3  and lower connection fee revenues of S805,969. 

1 999 Fiscal Year Compared to 1 998  Fiscal Year. Net income increased $7,756,490, or 28.5% from 1 998. 
This increase was the net result of increased water contributions of $2,868, 1 47; increased sewer contributions of 
$ 1 28,773; higher connection fee revenues of $ 1 0, 8 1 2,984: lower COP interest expense of $52.053 ;  and increased 
property taxes and assessments of $542 .552 :  which was offset by higher general and administrative expenses of 
$450,00 1 ;  lower interest earnings of $4.052.262 (primarily due to GASB 3 1  adjustment); and a net decrease in other 
non-operating income/expenses of $2. 145 ,756 .  The primary increase to water sales was from water demand 
approximately 1 5% higher than the prior year which was impacted by El Nino. Increased sewer revenues can 
primarily be attributed to service connections which increased approximately 2 .5% from the prior year. However, 
the single most important variance was in the area of developer fees which resulted in revenues just over twice the 
previous year. 

1 998 Fiscal Year Compared to 1 997 Fiscal Year. Net income decreased $ 1 ,079.060, or 3 .8% from 1 997. 
This decrease was the net result of lower water contributions of 53,857,33 1 ;  higher general and administrative 
expenses of $856,874 ;  lower property taxes and assessments of $6 1 ,385; and a net increase in other non-operating 
expenses of $27, 1 96 which was partially offset by increase sewer contributions of $ 1 ,397,026; increased connection 
fee revenue of $54,622, increased interest income of $ 1 ,362,369; and lower COP debt expenses of $909, 709. 

1 997 Fiscal Year Compared to 1 996 Fiscal Year. Net income increased $8,283,365, or 4 1 .3% from 1 996. 
This increase was the net result of increased water contributions of $4,209,790; increased sewer contributions of 
$ 1 ,45 1 , 1 74; lower general and administrative expenses of $454,622; higher connection fee revenues of $ 1 , 1 97 ,307; 
higher COP interest expense of $453.6 12 ;  higher taxes and interest earnings of  $ 1 ,4 1 8 ,427; and an increase in other 
non-operating income/expenses of $5.657. The primary increase to water sales was due to sales of approximately 
7% higher than the prior year. Increased sewer revenues can primarily be attributed to a 3 .0% weighted average rate 
increase that was implemented January l ,  1 997. Additionally, service connections increased approximately 1 .3% 
from the prior year. 
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PROJECTED OPERA TING RESULTS 

Assumptions Utilized in Preparing Projected Operating Results 

In preparing its operating results (see Projected Operating Results, below). the District has utilized and 
relied upon the assumptions set forth below. 

The EXCESS OF REVENUES OVER EXPENSES is forecasted at $36,394,725 :  $40,972,387; 
$46,290,827;  $52,649, 1 72 and $53,899,54 1 for the Fiscal Years ended 200 1 ,  2002, 2003, 2004 and 2005 
respectively. The assumptions used to derive this revenue is based on the following: 

OPERA TING REVENUE: 

1 .  Water Sales. The amount of acre feet sold is projected to increase at approximately 2.3%/yr 
over the forecast period. The acre feet sold (domestic and irrigation) is projected to increase from 75,677 A.F. in 
2000/0 1 to 82,933 in 2004/05. The sales $/af will increase over the forecast period by $5/af per year (less than 
1 %/yr)to offset rising energy and labor costs. Additionally, the primary component of the water rate is the price paid 
to the Metropolitan Water District which is approximately 46% of sales. The projected cost increases by the MWD 
have been based on the rate refinement committee 's recommendation that no increase be greater than 1 .5%/yr over 
the next ten years. However, MWD has projected no rate increase until January. 2003 . The estimated increases are 
identified under Water Purchase Cost and represents a cumulative increase of $6/af over the forecast period. 
Whatever the increase, it has been the position of Eastern Municipal Water District's Board of Directors to increase 
wholesale and retail water rates to recover 1 00% of MWD's increases. 

2. Sewer Service Charges. In projecting these revenues, the projected Sewer EDU's for each year 
was added to the previous years EDU's served and multiplied against an annual service charge/EDF The District 
has not raised its sewer rates since January, 1 997. However, it is forecasted that a $6/yr increase will be 
implemented to cover increasing energy, labor and other operational costs. This increase is approximately 3 .2%/yr. 

3. Recycled Water. These sales dollars represent a small portion of the total revenue and are 
forecasted at 5 .0% of each years Sewer Service Charges. 

OPERA TING EXPENSES: 

1 .  Water Purchase Cost. This is the average cost of purchasing treated and untreated water for 
domestic and irrigation use from the Metropolitan Water District. The projected increase per Acre Foot for treated 
water from MWD has been included in each years projected cost. These increases are; $0 (2000/01 ), $0 (200 1 /02), 
$2 (2002/03), $2 (2003/04), and $2 (2004/05). It was also assumed that the District would begin to reduce its 
dependency on MWD by developing more of its local resources. It is projected that this demand would decrease 
from 79% in 2000/0 1 to 73% in 2004/05 .  This would approximate 60,000 A.F. in 2000/01 to 60,500 A.F.(net of 
increased sales) in 2004/05. 

2. Water Operations. In the 2000/01 fiscal year, water operating costs are forecast at 32% of 
water sales .  This rate is projected at 34% due to higher energy, labor and material costs. 

3. Sewer Operations. In the Fiscal year ended 2000/0 1, wastewater treatment plant, system 
maintenance and related overhead costs are forecast at 72% of Sewer Service Charges. This rate is projected at 74% 
due to higher energy, labor and material costs. 

4.  General and Administrative Expenses. It was assumed that these expenses would stabilize in 
the fiscal year 2000/0 I and increase each year by 2% over the preceding year to cover reasonable growth and cost of 
living related increases. 
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�ON-OPERA TING REVENUES : 

1 .  Property/General Purpose Taxes. It is assumed that the State of California will not attempt to 
shift any future general purpose property tax revenue away or back to the District. Therefore, only a modest growth 
rate of 2%/yr v.·ill be implemented beginning in the 200 l /02 fiscal year. 

2. Availability Charges. The current revenue received from this source is approximately $3 .7  
million. Based on the new Proposition 2 1 8 ,  the District does not intend on modifying its current rate structure. 
Therefore, the current revenue is being forecast. 

3. Water and Sewer Plant Capacity Charges. These are one-time charge revenues received from 
developers and are used to support financing wastewater treatment plant facilities and expansions, and water 
treatment. The estimate of capacity charge revenue was calculated by multiplying the current capacity charge/EDU 
for sewer ($ 1 ,890) and water (S 1 20) times the projected incremental EDU's for water and sewer. The projected 
growth, based on Sewer EDU's each year is approximately 4,700 in 2000/0 1 to 7 ,400 in 2004/05. Water EDU's are 
projected at 2 ,300 in 2000/0 1 to 3,900 in 2004/05 .  Although not included in these revenues, the District has 
provisions in its Plant Capacity Resolution to increase these fees on the first day of each year based on the 
"Engineering News - Record" (ENR) Cost Index. 

4. Water and Sewer Back Up Charges. These are one-time charge revenues received from 
developers. Sewer Back-up revenues are used to support financing major interceptor sewer mains, sewage lift 
stations, force mains, and disposal facilities. Water Back-up revenues are used to support financing the major supply 
and distribution main, pumping plant and storage tanks. Revenues were calculated based on the same EDU 
projections used for Water and Sewer Plant Capacity Charges except that the Sewer Back-up charge is $ 1 ,955/EDU 
and Water Back-up charge is $ 1 ,390/EDU. These charges are also subject to increases each year based on the ENR 
Cost Index. 

5 .  Water and Sewer Frontage Charges. These are one-time charge revenues based on a per lineal 
foot cost of financing a minimum sized local sewer collection main or water distribution main. A charge of $ 1 5/ft 
for sewer and $ 1 8/ft for water is paid for each front foot of involved property. Since it is difficult to determine how 
many feet of frontage will be paid by developers, these dollars were increased each year based on the % growth in 
projected EDU's. 

6. Interest Income. The District's current portfolio, from which it derives interest earnings, is 
approximately $260 million and is invested in various securities with an average yield of 6. 1 %. The District's mix 
and cash flow management is forecast to yield an average of 5 .75% over the forecast period. Additionally, its 
portfolio is expected to decrease to an average of $250 million, due in part to its extensive capital improvement 
program requirements. Therefore, the forecasted interest earnings is $250 million @ 5 .75% equals $ 14.4 million/yr. 

7. Other Miscellaneous. Other non-operating revenues, which include delinquency charges, 
industrial permitting, meter rentals, plan checks, and other miscellaneous revenues not included above, were kept 
stable at $ 1 .2 million per year. In January 200 l ,  the Board of Directors adopted updated Fees-For-Service Charges. 
These Charges are subject to increase each year based on labor and material increases. 

NON-OPERA TING EXPENSES: 

1 .  Debt Service Payments. Debt service includes payments towards the outstanding principal on 
the following plus applicable interest: 1 99 1  Certificates $ 1 8 ,940,000: 199 I A  Certificates $68, 1 85 ,000; 1 993A 
Certificates $4 1 ,295,000; l 993B Certificates $63,845,000: 1 997 A Certificates $2 1 ,640,000 and the l 998A 
Certificates in the amount of $38,970,000. (Note : 1'.o adjustment is included due to current refunding .) 

2. Rate Stabilization Fund. This fund will be allocated $ 1 0/ A.F.  sold of water purchased from 
MWD. 
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Projected Operating Results 

The table  of projected District revenues and expenses and debt service coverage for the five-year period 
ending June 30, 2005 has been prepared by the District and reflects certain significant assumptions concerning 
future events and circumstances. The projected 2000/0 1 results are based on the District ' s  approved operating 
budget. This information has been provided for comparison purposes. The assumptions for operating revenue, 
operating expenses and debt service set forth above (see, ASSUMPTIONS UTILIZED IN PREP ARING 
PROJECTED OPERATING RESULTS) are material in the development of the District's financial projections, 
and variations in the assumptions may produce substantially different financial results. Actual operating results 
achieved during the projection period may vary from those presented in the forecast and such variations may be 
material. 

PROJECTED OPERA.TING RESULTS 

COMBINED STATEMENT OF REVENUES A."l\"D EXPENSES 

FORECASTED FOR FISCAL YEARS ENDING JUNE 30, 2001-2005 

Budget 
2000/01 200 1/02 2002/03 2003/04 2004/05 

OPERATING REVENUES: 
Water Sales $50,44 1 , 1 24 $5 1 ,829,492 $53,52 1 ,906 $55 ,470,487 $57,433,736 
Sewer Service Charges 25,83 1 ,608 28, 1 54,386 30,3 12 ,4 1 1  32,745,258 35 ,252,346 
Recycled Water Sales 1 . 1 50.000 1 .407.786 1 .5 1 5,620 1 ,637,262 1,762,6 1 7  

Total Operating Revenues $77,422, 732 $8 1 ,39 1 ,597 $85,349,937 $89,853,007 $94,448,699 

OPERA TING EXPENSES: 
Water Purchases $24,5 1 0,956 $24,308.078 $24,3 1 5 ,959 $24, 730,830 $25 , 126, 162 
Water Operations 1 6, 1 84,000 1 7,622,027 1 8 , 1 97,448 1 8,859,965 1 9,527,470 
Sewer Operations 1 8,480,000 20,834,245 22,43 1 , 1 84 24,2 3 1 ,490 26,086,736 
General and Administrative 13 ,860,000 14, 1 37,200 14,4 1 9,944 1 4,708,342 1 5 ,002,508 

Total Operating Expenses $73,034,956 $76,90 1 ,550 $79,364,535 $82,530,627 $85,742,876 

OPERA TING INCOME (LOSS) 4,387,776 4,490,047 5,985,402 7,322,380 8,705,823 

NON-OPERA TING REVENUES: 
Property Taxes - General Purpose $ 1 0,300,000 $ 10,506,000 $ 1 0, 7 16, 1 20 $ 1 0,930,442 $ 1 1 , 1 49,050 
Availability Charges 3,800,000 3,700,000 3,700,000 3 ,700,000 3 ,700,000 
Water and Sewer Plant Capacity Charges 9, 1 73,3 1 0  1 1 , 1 14,250 1 2,661 ,230 1 4,602, 1 1 0 14,455,560 
Water and Sewer BackUp Charges 12 ,4 1 1 ,695 1 5 , 1 56, 1 25 1 7,244,935 20, 1 08,295 1 9,906,070 
Water and Sewer Frontage Charges 544,725 555,550 567,772 5 82,434 596,952 
Interest Income 1 4,375,000 14,375 ,000 14,375,000 1 4,375,000 14,375,000 
Other Income 1 ,500,000 1 ,200,000 1 ,200,000 1 ,200,000 1 ,200,000 

Total Non-Operating Revenues $52, 1 04,730 $56,606,925 $60,465,057 $65,498,2 8 1  $65,382,632 

NON-OPERA TING EXPENSES: 
Debt Service Payments (P&I) $ 1 9,548,2 1 8  $ 19,563,628 $ 19,585,759 $ 1 9,582,035 $ 1 9,584,03 7 
Rate Stabilization Fund Allocation 549,563 560,957 573,873 589,454 604,877 

Total Non-Operating Expenses $20,097,78 1 $20, 124,585 $20, 159,632 $20, 1 7 1 ,489 $20, 188,9 14 

EXCESS OF REVENUES 
OVER EXPENSES '.Ug�.194,725 $1_Q,972,387 $4§_,2_90,82_7 $52,649, 1 72 $53,899,54 1 
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THE CORPORATION 

The Corporation was organized pursuant to the 1'.'onprofit Public Benefit Corporation Law of the State of 
California (Title 1, Division 2, Part 2 of the California Corporations Code), solely for the purpose of providing 
financial assistance to the District by acquiring. constructing. improving and developing certain real and personal 
property together with appurtenances and appurtenant work for the use, benefit and enjoyment of the public . The 
Corporation was formed at the request of the District to assist in financing such as the financing described herein. 
The Corporation has no liability to the Certificate O\vners, and has pledged none of its moneys, funds or assets to 
any Installment Sale Payments or any payments under the Certificates .  

The Corporation· s Directors are: Marion V. Ashley. President; Rodger D. Siems, 1 st Vice President; Randy 
A. Record. 2nd Vice President; David J. Slawson. 3rd Vice President & Secretary; and Richard R. Hall. 4th Vice 
President & Treasurer; each of whom sits on the District's Board of Directors. (For further information on each 
Director, see, THE DISTRIC T  - Board of Directors, Management and Employee Relations.) 

TAX EXEMPTION 

In the opuuon of Stradling Y occa Carlson & Rauth, a Professional Corporation, N e\l.'J)Ort Beach, 
California, Special Counsel, under existing statutes, regulations, rulings and judicial decisions, the portion of each 
Installment Sale Payment constituting interest is excluded from gross income for federal income tax purposes and is 
not an item of tax preference for purposes of calculating the federal alternative minimum tax imposed on individuals 
and corporations. In the further opinion of Special Counsel, the portion of each Installment Sale Payment 
constituting interest is exempt from State of California personal income tax. Special Counsel notes that, with 
respect to corporations, the portion of each Installment Sale Payment constituting interest may be included as an 
adjustment in the calculation of alternative minimum taxable income which may affect the alternative minimum tax 
liability of such corporations. 

In addition, the difference between the issue price of a Certificate (the first price at which a substantial 
amount of the Certificates of the same series and maturity is to be sold to the public) and the stated redemption price 
at maturity with respect to such Certificate constitutes original issue discount. Original issue discount accrues under 
a constant yield method, and original issue discount will accrue to the ov.11er of Certificate before receipt of cash 
attributable to such excludable income. The amount of original issue discount deemed received by the owner of a 
Certificate will increase the owner's basis in the Certificate. In the opinion of Special Counsel original issue 
discount that accrues to the owner of a Certificate is excluded from the gross income of such O\','ller for federal 
income tax purposes, is not an item of tax preference for purposes of the federal alternative minimum tax imposed 
on individuals and corporations (as described in the preceding paragraph), and is exempt from State of California 
personal income tax. 

Special Counsel's opinion as to the exclusion from gross income for federal income tax purposes of the 
portions of each Installment Sale Payment constituting interest and original issue discount is based upon certain 
representations of fact and certifications made by the District and others and is subject to the condition that the 
District complies with all requirements of the Internal Revenue Code of 1 986, as amended (the "Code"), that must 
be satisfied subsequent to the execution and delivery of the Certificates to assure that the portions of each 
Installment Sale Payment constituting interest and original issue discount will not become includable in gross 
income for federal income tax purposes. Failure to comply with such requirements of the Code might cause the 
portions of each Installment Sale Payment constituting interest and original issue discount to be included in gross 
income for federal income tax purposes retroactive to the date of execution and delivery of the Certificates. The 
District has covenanted to comply with all such requirements . Should the portions of an Installment Sale Payment 
constituting interest and original issue discount become includable in gross income for federal income tax purposes, 
the Certificates are not subject to early redemption as a result of such occurrence and will remain outstanding until 
maturity or until otherwise redeemed in accordance with the Trust Agreements. 

Special Counsel's opinions may be affected by actions taken ( or not taken) or events occurring ( or not 
occurring) after the execution and delivery of the Certificates. Special Counsel has not undertaken to determine, or 
to inform any person, whether any such actions or events are taken or do occur. Certain requirements and 
procedures contained or referred to in the Trust Agreements, the Tax Certificate, and other relevant documents may 
be changed and certain actions ( including, without limitation, defeasance of the Certificates) may be taken or 

54 



omitted under the circumstances and subject to the terms and conditions set forth in such documents. Special 
Counsel expresses no opinion as to the Installment Sale Agreements, any Certificate or the portions of an 
Installment Sale Payment constituting interest and original issue discount if any such change occurs or action is 
taken or omitted upon the advice or approval of Special Counsel other than itself. 

Although Special Counsel has rendered opinions that the portions of the Installment Sale Payments 
constituting interest and original issue discount is excluded from gross income for federal income tax purposes 
provided that the District continues to comply with certain requirements of the Code, the ownership of the 
Certificates and the accrual or receipt of interest with respect to the Certificates may otherwise affect the tax liability 
of certain persons. The extent of these other tax consequences will depend upon a person's particular tax status and 
other items of income or deductions. Special Counsel expresses no opinion regarding any such tax consequences. 
Accordingly, before purchasing any of the Certificates, all potential purchasers should consult their tax advisors with 
respect to collateral tax consequences with respect to the Certificates .  

Certificates that are purchased, whether at original issuance or otherwise, for an amount higher than the 
principal amount payable at maturity ( or, in some cases, at their earlier call date) ("Premium Certificates") will be 
treated as having amortizable premium. No deduction is allowable for the amortizable premium in the case of 
obligations, like the Premium Certificates, the interest on which is excluded from gross income for federal income 
tax purposes. However, the amount of tax-exempt interest received. and a purchaser's basis in a Premium 
Certificate, will be reduced by the amount of amortizable premium properly allocable to such purchaser. Owners of 
Premium Certificates should consult their own tax advisors with respect to the proper treatment of amortizable 
premium in their particular circumstances. 

RATINGS 

Moody's Investors Service, Inc. and Standard & Poor's Rating Services have assigned the ratings of 
"Aaa/A l "  and "AAA/A+," respectively, to the Certificates with the understanding that, upon delivery of the 
Certificates, a municipal bond new issue insurance policy will be issued by Financial Guaranty Insurance Company, 
guaranteeing the payment of the principal and interest with respect to the Insured Certificates. Such ratings reflect 
only the views of such organizations and any desired explanation of the significance of such ratings should be 
obtained from the rating agency furnishing the same, at the following addresses: Moody's Investors Service, Inc., 99 
Church Street, New York, New York 10007; Standard & Poor's Rating Services, 55 Water Street, New York, New 
York 1 004 1 .  Generally, a rating agency bases its rating on the information and materials furnished to it and on 
investigations, studies and assumptions of its own. There is no assurance such ratings will continue for any given 
period of time or that such ratings will not be revised downward or withdrawn entirely by the rating agencies, if in 
the judgment of such rating agencies, circumstances so warrant. Any such dO\vnward revision or withdrawal of such 
ratings may have an adverse effect on the market price of the Certificates. 

UNDERWRITING 

The Certificates are to be purchased by UBS PaineWebber Inc. at an aggregate underwriter's discount of 
$833 ,263 .46 plus accrued interest from the initial public offering prices set forth on the cover of this Official 
Statement. The Underwriter is committed to purchase all the Certificates if any are purchased. The Underwriter 
may offer and sell Certificates to certain dealers (including dealers depositing Certificates into investment trusts) and 
others at prices lower than the offering prices stated on the cover of this official Statement. After the initial public 
offering, the public offering prices of the Certificates may be changed from time to time by the Underwriter. 

NO LITIGATION 

No litigation is pending or, to the knowledge of the District threatened, in any way questioning or affecting 
the validity or enforceability of the Certificates or the Installment Sale Agreements. Neither the creation, 
organization or existence of the District, nor the title of the present directors or officers of the District to their 
respective office is being contested. 

The District is engaged in routine litigation incidental to the conduct of its business. In addition. on April 
20, 2000, the Soboba Band of Mission Indians filed a lawsuit against MWD seeking an injunction requiring MWD 
to repair the San Jacinto Tunnel to halt flow of reservation groundwater into it and an award of damages against 
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MWD in an unspecified amount, or restitution in lieu of damages, and attorneys fess and costs. The District 
anticipates becoming a party in this lawsuit as a defendant. The outcome of this litigation is uncertain . However, in 
the opinion of Redwine & Sherrill, Counsel to the District, the aggregate amounts recoverable against the District, 
taking into account insurance coverage, are not material . 

VERJFICA TION OF ARITHMETICAL AND MA TIIEMA TICAL COMPUTATIONS 

Upon delivery of the Certificates, Grant Thornton LLP, independent accountants, will deliver a report on 
the mathematical accuracy of certain computations contained in schedules provided to them by the Underwriter 
relating to (a) the adequacy of the maturing principal of and interest on certain obligations and certain other moneys 
to pay all of the principal and redemption premium represented by and the interest due with respect to the 1991A 
Certificates maturing July 1 , 2001 through 2020, inclusive, to be refunded (as described under the heading "THE 
2001B PROJECT AND THE REFUNDING PLAN") as such principal, redemption premium and interest become 
due and payable, (b) the adequacy of the maturing principal of and interest on certain obligations and certain other 
moneys to pay all of the principal and redemption premium represented by and the interest due with respect to the 
1993A Certificates maturing July 1 ,  2005 through 2013, inclusive, to be refunded (as described under the heading 
"THE 20018 PROJECT AND THE REFUNDING PLAN") as such principal, redemption premium and interest 
become due and payable and (c) the computations of actuarial yield used by Special Counsel to support its opinion 
that the Certificates are not arbitrage bonds within the meaning of Section 148 of the Code. 

CERTAIN LEGAL MATTERS 

Special Counsel will render an opinion substantially in the form set forth in Appendix E hereto. Copies of 
such opinion will be furnished to the Underwriter at the time of delivery of the Certificates. Certain legal matters 
will be passed upon for the Underwriter by O'Melveny & Myers LLP, and for the District by Redwine & Sherrill. 
Riverside, California. 

MISCELLANEOUS 

This Official Statement has been duly approved, executed and delivered by the District. Copies of this 
Official Statement may be obtained from the District at the address indicated on the inside of the cover page of this 
Official Statement. 

Financial Statements of the District, a summary of the Principal Legal Documents to be adopted or 
executed in connection with the offering of the Certificates, information relating to the Book-Entry Only System 
relating to the Certificates, the Forms of Opinions of Special Counsel, the Specimen Municipal Bond New Issue 
Insurance Policy and certain selected financial information relating to the District are attached hereto as Appendices. 
The Appendices are integral parts of this Official Statement and must be read together with all other parts of this 
Official Statement. 

Insofar as any statements made in this Official Statement involve matters of opinion, forecasts or estimates, 
whether or not expressly stated, they are set forth as such and not as representations of fact. 
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The delivery of this Official Statement, including the Appendices and other information herein, has been 
duly authorized by the Corporation and the District. 

EASTERN MUNICIPAL WATER DISTRICT 
FACILITIES CORPORATION 

By: _ _  �/s�/�M=a=n=·o�n�v_'�· Ac..=sh=l�ey ______ _ 
President 
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APPENDIX A 

DEMOGRAPHIC INFORMATION REGARDING THE COUNTY OF RIVERSIDE 
AND THE DISTRICT'S SERVICE AREA 

The Certificates do not represent a lien or charge against the funds or property of Riverside 
County. The following information is provided only to gire prospective investors an ove1Tiew of the 
general economic condition of Riverside County and the Eastern Municipal Water District 's service area. 

Background Information 

Eastern Municipal Water District (the "District") provides domestic and agricultural water, wastewater 
collection and treatment service, and recycled water to a 555 square mile service area in western 
Riverside County (the "County"). The population within the current 5 5 5  square mile service area is about 
440,000. Due to the close relationship between the District service area and the County, a brief 
description of the economy of the County is provided below. 

The County is the fourth largest county in the state, stretching nearly 200 miles across and comprising 
over 7,200 square miles of fertile river valleys, low deserts, mountains, foothills and rolling plains. 
Riverside County shares borders with densely populated Los Angeles, Orange, San Diego, and San 
Bernardino Counties, extending from within 1 4  miles of the Pacific Ocean to the Colorado River. Taking 
its name from the City of Riverside, the County was formed in 1 893 from a small portion of San 
Bernardino County and a larger part of San Diego County. 

County Organization 

The County is a general law county divided into five supervisorial districts on the basis of registered 
voters and population. The County is governed by a five member Board of Supervisors who serve 
alternating four-year terms. The chairman is elected by the Board members. 

County administration includes appointed and elected officials, boards, commissions, and committees, 
which assist the Board of Supervisors. The County provides a wide range of services to residents. 
including police and fire protection, medical and health services, education, library services, judicial 
institutions, and public assistance programs. 

County Services 

Some municipal services are provided by the County on a contract basis to incorporated cities within its 
boundaries. These services are designed to allow cities to contract for certain municipal services such as 
police and fire protection without incurring the cost of creating city departments and facil ities. Services 
are provided to the cities at cost by the County. 

The County is the agency that collects the District taxes, assessments and standby charges through the 
offices of the County Assessor and the Treasurer-Tax Collector. 

Geography and Climate 

Three distinct geographical areas characterize the County: the western valley area, the high elevations of 
the mountains, and the deserts. The western valley, which includes the San Jacinto Mountains and 
Cleveland National Forest, experiences the mild climate typical of Southern California. The eastern 
desert areas experience warmer and dryer weather conditions. 
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The County encompasses an area of approximately 7.200 square miles. The western portion of the 
County is separated from the rest of the area by a series of mountain ranges, which includes the San 
Jacinto and Santa Ana mountain ranges. This part of the County contains almost all the population and 
commercial and mdustrial activi ty .  Although agriculture continues to provide an important mainstay to 
the County 's economy, much of the economic grov.1h in recent years has been attributable to the 
County ' s  commercial, industrial and tourism sectors. In the eastern part of the County is a series of  
sparsely settled desert ranges and basms which includes one region of  growing population and 
commercial agncultural activity in the Palm Springs and adJacent Coachella Valley area. 

Population 

According to the State Department of Finance, Demographic Research Unit, the County 's  population was 
estimated at 1 ,522,900 as of January L 2000, reflecting a 2 . 8% increase over January 1 ,  1 999. Population 
rose 3 8. 7% from 1970 to 1 980 .  The 1 990 U .S .  Census shows the County's population to be 1 ,  1 70,4 1 3 , an 
84.6% increase over the 1 980 population. 

The ten largest cities in the County are the cities of Riverside, Moreno Valley, Corona, Hemet, Indio, 
Temecula, Palm Springs, Cathedral City. Murrieta, and Palm Desert. The areas of most rapid population 
grov.th continue to be those more populated and industrialized cities in the western and central regions of 
the County and the southwestern unincorporated region of the County between Sun City and Temecula. 
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The following table sets forth the annual population figures. as of January 1 ,  for cities located within the 
County for each of the years listed: 

COUNTY OF RIVERSIDE 
POPULA TIO!\' OF CITIES WITHIJ\' THE COUNTY 

(as of January 1 )  

RIVERSIDE COUNTY 1996 1997 1998 1999 2000 
BA1'.'NING 23,850 24,250 24,900 25,450 26,000 
BEAUMONT 1 0,450 1 0,500 10,650 1 0.900 1 1 ,000 
BLYTHE 1 8 ,350 20,750 2 1 ,050 2 1 ,050 2 1 ,450 
CALIMESA 7,300 7,400 7,550 7,675 7,750 
CANYON LAKE 1 1 ,300 1 1 ,400 1 1 ,650 1 1 ,950 1 2,200 
CATHEDRAL CITY 35,450 35,450 36,000 36,950 38,650 
COACHELLA 2 1 ,050 2 1 ,350 2 1 ,850 22,350 23,050 
CORONA 99.500 1 04,300 1 1 1 ,500 1 1 7,900 1 23 ,000 
DESERT HOT SPRINGS 1 4,850 15 ,050 1 5 ,300 1 5 ,500 1 5 ,500 
HEMET 52,600 53, 1 00 57,500 6 1 ,600 62.800 
INDIAN WELLS 3,080 3 , 190 3,270 3 ,430 3 .560 
INDIO 42, 1 00 42,800 43,750 44,750 45,700 
LAKE ELSINORE 25,600 26,650 27,750 29,450 30,350 
LA QUINTA 1 8,050 1 9,200 20,450 2 1 ,900 24,250 
MORENO VALLEY 1 33 ,400 1 34.600 137.200 1 39,800 1 4 1 ,300 
MlJR.RIETA 34,550 36.600 39,000 4 1 ,750 44,000 
NORCO 24,500 24,650 25 .500 25 ,600 25,900 
PALM DESERT 33 ,450 34, 1 50 35, 1 50 36,500 37,650 
PALM SP.RINGS 4 1 ,700 4 1 ,900 42.650 43, 1 00 43,500 
PERRIS 30,500 30.300 3 L050 3 1 ,750 32,350 
RANCHO MIRAGE 10,550 1 0,700 1 1 ,050 1 1 ,500 1 1 ,950 
RIVERSIDE 243 ,400 245,200 250,800 255,600 259.700 
SAN JACINTO 23,900 24,250 24,850 25,400 26, 1 00 
TEMECULA 4 1 ,850 43,750 46.550 49, 1 00 53 .800 

IN CORPORA TED 1 ,00 1 ,330 1 ,02 1 ,490 1 .056,970 1 ,090,955 1 . 1 2 1 , 5 10  
UNINCORPORATED 3 80,500 378.900 384,000 390,200 40 1 ,400 

COUNTY TOTAL 1 ,381 ,800 1 ,400,400 1 .441 .000 1,481 ,200 1 .522,900 

Source: State Department of Finance Demographic Research Unit 

Effective Buying Income 

In 2000, the Riverside-San Bernardino-Ontario Primary Metropolitan Statistical Area ("PMSA") ranked 
23rd out of 323 metropolitan areas in terms of total Effective Buying Income ("EBI"). It also ranked l 761h 

out of 323 areas on median household EBI for 2000. EBI is designated by Sales & Marketing 
Management Magazine as personal income less personal tax and nontax payments. Personal income is 
the aggregate of wages and salaries, other labor income (such as employer contributions to private 
pension funds), proprietor 's income, rental income (which includes imputed rental income O"\vner
occupants of nonfarm dwellings), dividends paid by corporations, personal interest income from all 
sources, and transfer payments such as pensions and welfare assistance .  Deducted from this total are 
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personal taxes (federal . state. and local). nontax payments (such as fines, fees, penalties). and personal 
contributions for social insurance. EBI is a bulk measurement of market potential. It indicates the 
general ability to buy and is essential in comparing. selecting, and grouping markets on that basis . 

The fol lowing table hsts the estimated annual median EBI for the County and the State of Califorma (the 
"State"). 

STATE OF CALIFOR.:1"1A & COVNTY OF RIVERSIDE 
ESTIMATED ANNL"AL MEDIAN EBI 

Percent of Households 
Effective Buying Income over $50,000 

2000 
County $35, 145 3 1 .7% 
State $39.492 38 .3% 

1 999 

County $33 .089 28 .0% 
State $37,091 34.6% 

1 998 

County $32.690 27. 1 %  
State $36.483 33 .5% 

1 997 

County $3 1 ,337 24.5% 
State $35,2 16  3 1 .7% 

1 996 

County $30,95 1 23 .7% 
State $34,533 30.5% 

Note: Figures are based on "Money Income."  Money Income does not include income derived from the sale of real 
estate, food stamps. or public housing subsidies. tax refunds, gifts. insurance payments. and other lump sum receipts. 

Source: Sales and Marketing Management, Survey of Buying Power. 

l Industry and Employment 

The County Department of Economics and Community Development was establ ished as a means of 
attracting new business to the area . There are currently numerous industrial parks at various locations 
within the County, and the Department of Economic and Community Development reports substantial 
amounts of real property and improvements thereon, which have been designated for light, medium or 
heavy industrial use. Most of the industry lies in the western portion of the County, from Coachella 
Valley to the West. 

A variety of manufacturing firms are housed in the County. The firms are involved in the manufacture of 
such products as aerospace and aircraft parts, electronic components and systems, mobile homes and 
recreational vehicles, irrigation equipment and frozen food products. 

I State of California Employment Development Department, Labor Market Information Division, December 15,  2000 Press 
Release 
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The County is a pan of the Riverside-San Bernardino Primary Metropolitan Statistical Area ("PMSA"), 
which includes all of Riverside and San Bernardino Counties. In addition to varied manufacturing 
employment, the PMSA has large and growing commercial and service sector employment, as reflected in 
the following table. 

RIVERSIDE-S�1'J BER.1'JARDINO PMSA 

k"\'1'TAL AVERAGE EMPLOYMENT 

(in thousands) 

ThTDUSTRY 1 995 1 996 1 997 1 998 1 999 

Agriculture . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  � 2 1 .3 21.7 2 1 .6 21.6 
Construction . . . . . . . . . . . . . . . . . . . . . . . . . .  43 . 1  46.2 52 . 1  60.8 70.0 
Finance, Insurance and 
Real Estate . . . . . . . . . . . . . . . . . . . . . . . . . . .  29.4 29.6 29.8 30 .6 32 .0 

Government . . . . . . . . . . . . . . . . . . . . . . . . . . .  1 62.6 1 67.3 1 7 1 .6 1 74.7 1 83 .2 
Manufacturing: 
Nondurables . . . . . . . . . . . . . . . . . . . . . . . . .  32 .4 33 .3 34.3 3 5 .3 37 .4 
Durables . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  62 .0 65 .9 70.5 76. 1 80.9 

Mining . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1 . 1  1 .2 1 .2 1 .0 .9  
Retail Trade . . . . . . . . . . . . . . . . . . . . . . . . . . .  1 70.0 1 72.6 1 77.8 1 8 1 .0 1 86.7 
Services . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  202.6 208.7 22 1 .5 234.9 248 .8  
Transportation and 

Public Utilities . . . . . . . . . . . . . . . . . . . . .  40.8 4 1 . 1  42 .5  45 .7 48 .7  
Wholesale Trade . . . . . . . . . . . . . . . . . . . .  35 .9 37.5 40.2 42.2 45 .0 

TOT AL ALL INDUSTRIES . 80 1 .7 824 .8  863 . 1  903 .8 955 .2 --- ---
Source: State Employment Development Department, Labor Market Information Division. 

The unemployment rate in the Riverside-San Bernardino PMSA was an estimated 4.6 percent during 
November 2000. This compares to the unadjusted unemployment rates of 4.9 percent for Los Angeles 
County and 4.6 percent for California for the same month. Separately, in Riverside County, the 
unemployment rate was estimated at 5 . 1  percent, and 4.2 percent in San Bernardino County in November 
2000. 

Farm employment decreased by 1 00 jobs between October and November o f  2000, reflecting a normal 
seasonal change. Year-over farm employment decreased by 800 jobs. Total nonfarm employment in 
Riverside and San Bernardino counties increased by 7,400 j obs between October and November of 2000 
to reach 998,900 jobs. Employment in the retail trade industry division increased by 4,700 jobs, as 
retailers expanded payrolls for the holiday shopping season. Services employment grew by 1 ,900 jobs  
with the majority of gains in the amusement and movies sector. Other industry divisions with month-over 
job gains include transportation and public utilities (up 800 jobs); government (up 500 jobs); 
manufacturing (up 300 jobs); and wholesale trade (up 1 00 jobs). Construction employment posted a 
seasonal decrease of 800 jobs. Finance, insurance and real estate declined 1 00 j obs over the month. 
Mining employment remained unchanged over the month. 

Year-over (November 1 999 to November 2000) total nonfarm employment in Rivers:de and San 
Bernardino counties rose by 39,400 jobs from 959,500 in November 1999 to 998 ,900 in November 2000, 
a growth rate of 4. 1 percent. The services industry division added 1 3 ,500 j obs, led by business services 
and the other services categories. Retail trade employment grew by 6, 700 j obs, with the maJority of job 
gains in eating and drinking places. The construction and manufacturing industry divisions added 6,400 
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and 4,700 jobs respectively. Other industry divisions \Vith year-over job gains include government (up 
3 .000 jobs); transportation and public utilities (up 2,800 jobs); wholesale trade (up 1 ,900 jobs): and 
finance, insurance and real estate (up 400 jobs) . The mming industry division remained unchanged year
over. 

The following table demonstrates the civilian employment and unemployment in the Riverside County 
labor market. 

RIVERSIDE COUNTY CIVILIAN LABOR FORCE 
EMPLOYMENT� UNEMPLOYME!\.T, A!'iD UNEMPLOntEXT R.\TE 

(Annual Average) 

L nemployment 
Year Labor Force Employment Unemployment 
2000* 7 1 9,700 679.863 39,827 
1 999 687,800 650. 100 3 7,700 
1 998  662 ,800 61 8.800 44,000 
1 997 642,800 594,800 48 , 1 00 
1 996 61 5,600 565.200 50.400 

*Data not available for December 2000. annual average is based on January through "lovember. 
J\'.ote: The unemployment rate is calculated using unrounded data. 
Source: Employment Development Department. Labor Market Information Divi sion 

The following table details the employment month by month for the 2000 Year. 

RIVERSIDE COUNTY 
MONTHLY LABOR FORCE A.:�D EMPLOYMENT DATA 

(for Year 2000) 

Month Labor Force Employment Unemployment 
January 704, 1 00 668.500 3 5 ,600 
February 705,600 67 1 .600 33 ,900 

March 71 2,000 678.000 34,000 
April 709.800 676,900 32,800 
May 7 12 .800 679, 100 33 .700 
June 720.800 678.500 42.300 
July 73 5, 1 00 68 1 .600 53 .500 

August 730.600 680,400 50.200 
September 724.300 680.000 44,300 

October 732,900 692.000 4 1 ,000 
November 728,700 691 ,900 36.800 
December NIA NIA NIA 

Note: The unemployment rate 1s calculated usmg unrounded data. 
Source: Employment Development Department, Labor Market Information Division 

A-6 

Rate 
5 .5% 
5 .5% 
6 .7% 
7 .5 %  
8.2% 

Unemployment 
Rate 
5 . 1 %  
4 .8% 
4 .8% 
4.6% 
4 .7% 
5 .9% 
7 .3% 
6.9% 
6 . 1% 
5 . 6% 
5 . 1 % 
NIA 



The following table sets forth the major employers located in the County. 

COU�TY OF RIVERSIDE 
TOP TEN MAJOR EMPLOYERS 

(Ranked by number of county-based employees) 

OFFICE 
EMPLOYER NAME LOCATION INDUSTRY 
County of Riverside Riverside Local government 
March Air Reserve Base March Air Military 

Reserve Base 
University of California, Riverside Riverside Higher education 
Stater Bros. Markets Colton Grocery retailer 
Riverside Uni fied School D istrict Riverside Public education 
Moreno Valley Unified School District Moreno Valley Public education 
Corona-Norco Unified School District Norco Public education 
Wal-Mart Stores Inc. Bentonville, Ark. Retail dept. , store chain 
Ralphs/Food 4 Less Compton Grocery retailer 
Fleetwood Enterprises Inc . Riverside Manufactured housing 

and recreational vehicles 

Source: Riverside Econom1c Development Agency, The Business Press. January 24, 2000 

Commercial Activity 

COUNTY 
EMPLOYEES 

1 4.096 
7,200 

6,28 1  
5,200 
3 .642 
3 .400 
3.059 
2.870 
2,820 
2,6 1 8  

Commercial activity is an important factor in the County's economy. Much of the County's commercial 
activity is concentrated in central business districts or small neighborhood commercial centers in cities. 
There are eight regional shopping malls in the County: Riverside Plaza, Galleria at Tyler (Riverside), 
Palm Springs Mall, Desert Fashion MalL Indio Fashion Mall. Hemet Valley Mall, Palm Desert Town 
Center and Moreno Valley M all at Towngate. There are also two factory outlet malls (Desert Hil ls 
Factory Stores and Lake Elsinore Outlet Center) and over 200 area centers in the County. 
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Retail Sales Transactions 

The following table demonstrates the grov.1h in the number of taxable sales. 

Apparel Stores . . . . . . . . . . . . . . . . . . . . . . . .  
General Merchandise Stores . .  
Specialty Stores . . . . . . . . . . . . . . . . . . . . . .  
Food Stores Group< 1 1 • • • • • • • . • • • • • •  

Eating and Drinking Places . . . .  
h (') House old Group - . . . . . . . . . . . . . . . .  

Building Material Group . . . . . . . .  
A . G ( J ,  utomot1ve roup . . . . . . . . . . . . . . .  
A l l  Other Retail Stores Group 
Retail Stores Total . . .  . . . . . . . . . . . . . . .  

A l l  Other Outlets . . . . . . . . . . . . . . . . . . . .  
Total All Outlets . . . . . . . . . . . . . . . . . . . . .  

COU�TY OF RIVERSIDE 
TAXABLE SALES TRA.�SACTIO�S 

(in thousands) 

1 995 1 996 1 997 
s 42 1 ,007 $ 474J84 s 488.625 

1 J9L979 1 ,429.338 1 ,498,2 1 2  
902. 1 7 1  1 ,023 .65 1 890,940 
7 1 1 ,526 750,327 734,532 
9 1 9.233 979,535 1 ,030,655 
327,5 1 7  337,433 328 ,893 
559.296 606.786 7 1 7,999 

2 ,263,278 2.453 .956 2,42 1 ,389  
396,765 

7.435 ,4 1 4  8.003 .06 1 8 .508 .0 1 0  

2 ,374. 1 1 5  2 .574.989 2,845 ,569 
S 1 0,320,6 1 8  $ 1 1 , 1 3 8 ,861 $ 1 1 ,972,3 7 1  

Source: Cal ifornia State Board o f  Equal ization. Research and Statistics Division. 
*Prel iminary. data for first three-quarters of 1 999 only. 

1 998 
s 498,753 

1 .628. 1 49 
1 ,004,203 

758,829 
1 , 1 1 7 ,92 1 

3 67,8 1 2  
848,659 

2.6 1 8,085 
434.037 

9.276,448 

3 ,  1 68.355 
$ 1 3 , 1 40,854 

! 1 1 The Packaged Liquor Stores category 1s included in the A l l  Other Retail Stores Group beginning in 1 997. 
(:> The Second-hand Merchandise category is included in the All Other Retai l  Stores Group beginning i n  I 997. 

1 999* 
$ 343 . 1 0 1  

1 ,228,7 1 1 
83 1 ,46 1 
6 1 3 . 1 45 
9 1 1 .653 
309,495 
755,034 

2,339,577 
270,246 

7 .694.829 

2 ,623,237 
$ 1 0,899,746 

< J )  The Boat, Motorcycle. and Plane Dealers category and Mobi le  Homes, Trailers and Campers category are included in the 
Al l  Other Retai l Stores Group beginning in 1 997. 

Agriculture 

Agriculture remains a leadmg source of income in the County . Principal agricultural products are milk. 
eggs, table grapes, grapefruit, nursery. alfal fa. dates. lemons and avocados. 

Four areas in the County account for the major portion of agricultural activity : the Riverside/Corona and 
San Jacinto/Temecula Valley Districts in the western portion of the County, the Coachella Valley in the 
central portion and the Palo Verde Valley near the County's  eastern border. 
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The value of agricultural production in the County for 1 995 through 1 999 is presented in the following 
table . 

COUNTY OF RIVERSIDE 
VALUE OF AGRICULTURAL PRODUCTION 

Citrus Frutts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 
Trees and Vines . . . . . . . . . . . . . . . . . . . . . . ... . . . . . . .  . .  
Vegetables, Melons, Miscel laneous . . .  . 
Field and Seed Crops . . . . . . . . . .. . . . . . . . . . . . . .. . 
Nursery . . . . .. . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . .. . . . . . . .. . 
A p i  culture .. . . ........... . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Agriculture Products . . . . . . . . . . . . . . . . . . . . . . . . . .  . 
Total Crop Valuation . . . ... . . ..... . . . . . . . . . . .  . .  
Livestock and Poultry Valuation . . . . . .  . .  
Grand Total . . ..... . . . . . . . . . . . .. . . . . . . . . . .... . . . . . .  . .  

1 995 
S 1 09,557,400 

229,793 ,200 
228, 1 96,000 
79,408, 1 00 
7 1 , 1 69, 1 00 
4,279,500 

1 5 ,604,800 
S 738,008, I 00 

425 ,422,200 
S l , 1 63,430,300 

1 996 
S I 14,4 70,300 

1 95 ,393.800 
1 64,700,700 
84.880. 1 00 
8 1 ,942,600 
6,306,300 

1 7,68 1 ,900 
S 665 ,375 ,700 

476,444. 1 00 
S l , 1 4 1 ,8 1 9,800 

Source: Riverside County Agricultural Commissioner. 

Transportation 

1 997 
s 85 .602,500 

201 .322,500 
1 64.748,200 
90. 1 36,200 
82.827,400 
5,375 ,700 

1 2,535 ,300 
s 642,547,800 

43 1 ,374,900 
S 1 .073.922,700 

1 998 1999 
s 1 1 0 ,869,900 s 1 1 8.236. 1 00 

248, 1 26.600 224.383 ,600 
204, 5 1 1 ,200 238,00 1 ,400 
77, 1 80.200 64.554.300 
94,549.900 90.377,000 

6,539,300 5,572,000 
1 0,43 1 ,000 16.006,800 

s 752,208, I 00 s 757, 1 3 1 ,200 
44 7,298.600 440,230,900 

$ 1 , 1 99,506,700 S l . 1 97,362, 1 00 

Easy access to job opportunities in the County and nearby Los Angeles, Orange and San Diego Counties 
is important to the County ' s  employment picture. Several major freeways and highways provide access 
between the County and all parts of Southern California. The Riverside Freeway (State Route 9 1 )  
extends southwest through Corona and connects with the Orange County freeway network in Fullerton . 
Interstate 1 0  traverses the width of the County, the western-most portion of which links up with major 
cities and freeways in the eastern part of Los Angeles County and the southern part of San Bernardino 
County. Interstate 1 5  and 2 1 5  extend north and then east to Las Vegas, and south to San Diego. The 
Moreno Valley Freeway (U.S. 60) provides an alternate (to Interstate 10) east-west l ink to Los Angeles 
County. 

Currently, Metrolink provides commuter rail service to Los Angeles and Orange Counties from several 
stations in the County. Transcontinental passenger rail service is provided by Amtrak with a stop in 
Indio .  Freight service to major West Coast and national markets is provided by  two transcontinental 
railroads - Burlington Northern/Santa Fe and Union Pacific. Truck service is  provided by several 
common carriers, making available overnight delivery service to maJor California cities. 

Transcontinental bus service is provided by Greyhound Lines. Intercounty, intercity and local bus service 
is provided by the Riverside Transit Agency to western county c ities and communities. The SunLine 
Transit Agency provides local bus service throughout the Coachella Valley, including the cities of Palm 
Springs and Indio. The City of Banning also operates a local bus system. 

The County seat, located in the City of Riverside, is within 20 miles of the Ontario International Airport 
in neighboring San Bernardino County. This airport is operated by the Los Angeles Department of 
Airports. Ontario International Airport serves 6.4 million annual passengers with 1 0  airlines handling 
250 daily flights to provide service to every major city in the U .S .  Ontario International Airport airlines 
include Southwest, United, Delta, Alaska, America West, American, Northwest, Continental and TWA. 
Commuter service is provided by United Express. Palm Springs Regional Airport is located within 60 
miles of the County. It operates service through Alaska Airlines, American, Northwest, United, America 
West Express, American Eagle, Skywest, US Airways Express, and United Express. County-operated 
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general aviation airports include those m Thermal .  Hemet Blythe and French Valley. The cities of  
Riverside, Corona and Banning also operate general aviation airports .  

Expansion of the French Valley Airport, located approximately two miles from Temecula. was completed 
in 1 99 1 .  This airport provides facilities for l ight general aviation and small jet traffic. including T
hangars. a fixed-base operator building. and an instrument approach service for all -weather takeoffs and 
landings. Five major airports (Ontario International .  San Diego International. John Wayne Airport, Los 
Angeles International .  and Palm Springs Regional Airport) are within 90 miles of the District. 

Military Reserve Base 

There is a mil itary base at March Air Reserve Base. which converted from an active duty base to a 
reserve-only base on Apri l 1 ,  1 996. Plans for j oint military and civilian use of the base thereafter are 
presently being formulated by the March AFB Joint Powers Authority, comprised of the County and the 
C ities of Riverside, Moreno Valley and Perris .  

On July 1 7 , 1 994 the March Joint Pov.•ers Authority (JP A) Redevelopment Agency established a 
redevelopment project area. which includes the former March Air Force Base (6,700 acres), and 450 acres 
off the base . The Agency's task is to mitigate the adverse economic impacts on the surrounding 
community resulting from the realignment at March and, more specifically, to expedite the completion of 
the work set out in the reuse plan. The Agency completed an Environmental Impact Report for the 
redevelopment project using the Air Force's certified Environmental Impact Statement as a basis. 

In July 2000, the March Joint Powers Commission approved a long-term land lease with the March Inland 
Cargo Port Development, LLC, for the construction of the first commercial bui lding at the March Inland 
Port. The developers subsequently announced they had entered into an arrangement with Philips 
Consumer Electronics to build a 225 .000 square foot logistics and distribution center on 14 acres of 
leased property at the March Inland Port. 1 25  new jobs will be created. 
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Education and Community Service 

There are four ( 4) elementary school d istricts, one ( 1 )  high school district, eighteen ( 1 8) unified (K- 1 2) 
school districts and four (4) community college districts in the County. Ninety-five percent of all K- 1 2  
students attend schools in the unified school districts. The three largest unified districts are Riverside 
Unified School District, Moreno Valley Unified School District and Corona-Norco Unified School 
District. Public school emollment for the period 1 995 through 200 1 is presented in the table below. 

COUNTY OF RIVERSIDE 
PUBLIC SCHOOL ENROLLMENT 

1 995- 1 996- 1 997- 1 999- 2000-
1 996 1 997 1 998 2000 200 1 

K-8 1 98,737 200,838 205 ,572 2 1 1 ,973 2 19,433 
9- 1 2  7 3 .063 76l483 79 944 83 .256 87,622 

Total Emollment 268,800 VJ,32 1 285,5 1 6  295,229 307,055 

Source: California Department of Education, Educational Demographics unit. 

There are seven (7) two-year community college campuses located in the communities of Riverside. 
Moreno Valley, Norco, San Jacinto, Menifee, Coachella Valley and Palo Verde Valley. There are also 
two (2) universities and a four-year college located in the City of Riverside -- the University of California, 
Riverside, La Sierra University and California Baptist College. The University of California, Riverside 
has opened an extension center in Temecula; additionally, Mt. San Jacinto Community College is located 
ten miles from Temecula. 

There are seventeen ( 1 7 ) hospitals in the County with more than 3 .395 beds. 

Recreation 

Although the area is considered primarily a winter resort area, off-season convention business is 
increasing in Palm Springs. The present economy of the area is based on tourism. retail trade, and 
services reflecting the recreational oriented nature of these communities. The community of Coachella is 
a highly productive agriculture region growing dates, cotton, citrus, fruit, and table grapes. 

Large portions of the Riverside-San Bernardino-Ontario PSMA are located in San Bernardino National 
Forest, Cleveland National Forest, and Joshua Tree National Monument. Idyllwild, located in San Jacinto 
Mountains is a mountain recreation area offering limited winter sports, camping, fishing, and mountain 
resort hotels. The area is also a favorite for artists. The University of California at Riverside provides a 
summer educational festival which draws dancers, actors, musicians, and other artists to its campus. 

The region is also one of Southern Cal ifornia's leading inland water recreation areas. State Parks. Lake 
Perris, Skinner and Vail Lakes, Lake Elsinore, the Salton Sea, the Colorado River and many other smaller 
lakes provide swimming, boating, water skiing, and fishing opportunities for visitors. 
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ill ERNST & YOUNG LLP • 3403 Tenth Street 

Suite 200 

P.O. Box 1 2 70 
Riverside. Cal iiom1a 92 501 

Report of Independent Auditors 

The Board of Directors 
Eastern Municipal Water District 

• Phone: 909 2i6 7'200 
Fax: 909 787 8 1 8-1 

We have audited the accompanying balance sheets of Eastern Municipal Water District 
(the District) as of June 30, 2000 and 1 999, and the related statements of revenue, 
expenses and changes in retained earnings and cash flows for the years then ended. These 
financial statements are the responsibility of  the District 's management. Our 
responsibility is to express an opinion on these financial statements based on our audits. 

We conducted our audits in accordance with auditing standards generally accepted in the 
United States. Those standards require that we plan and perform the audit to obtain 
reasonable assurance about whether the financial statements are free of material 
misstatement. An audit includes examining, on a test basis ,  evidence supporting the 
amounts and disclosures in the financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by management. as well as 
ernluating the overall financial statement presentation. We believe that our audits provide 
a reasonable basis for our opinion. 

In our opinion, the financial statements referred to above present fairly, in all material 
respects. the financial position of  Eastern Municipal Water District as of June 30, 2000 
and 1 999. and the results of its operations and its cash flows for the years then ended in 
conformity with accounting principles generally accepted in the United States . 

As discussed in Note 1 to the financial statements. in 1 999 the District changed its 
Revenue Recognition Policy. 

August 4.  2000 

frmt ,\ , "unl! ! , 1· 1, ,l 11wmi>er 01 : ·mt � Youn� lntc>rn.1 1 1on.1 ! .  L td .  



Eastern Municipal Water District 

Assets 
Current assets: 

Cash and investments (/1/ore JJ 

Balance Sheets 

Util i tv accounts receivable. net of al lowances 
Property taxes receivable 
Accrued interest receivable 
Other receivables 
Prepaid expenses 
Materials and supplies inventory 
Deposits 

Total current assets 

Restricted assets: 
Debt service: 

Cash and investments (Note ]) 
Property taxes rece ivable 

Total restricted assets - debt serv ice 

Construction: 
Cash and investments (\lore ]) 
Notes receivable 

Total restricted assets - construction 

Trust funds - cash and investments (.Vote ]) 
T oral restricted assets 

Uti l ity plant (Note 3) : 
Land 
Structures. improvements and water righ ts 
Equipment and general facil i t ies 
Construction in progress 

Tota l uti l ity plant 
Less accumu lated depreciation 
Net uti l ity plant 

Other assets: 
PERS prepaid unfunded l iabi l ity (Nore ./J 
Unamortized bond and certificate issuance costs 
Tunnel water seepage agreement f;\'ore I 0) 

Total other assets 

Total assets 

7 

June 30 
2000 1999 

s 32,549,624 $ 34.298.2 1 8  
1 1 ,068,849 8 .62 1 ,02 l 
4,526,02 1 4,542.569 
3,873,965 4,340.080 

3 1 4,687 5 78,585  
855,789 886.554 

3,077,739 3 .353 .876 
84,204 73.573 

56,350,878 56.694.476 

38.71 8,629 38 .90 1 .964 
1 . 137.607 1 .203.69 1 

39,856,236 40. 1 05.655 

1 92, 765,307 1 83 . 1 1 2.33 7 
2.203. 1 90 2.952.468 

I 94, 968,497 1 86.064.805 

8.60 1 ,649 9.0 1 4 .824 
243.426,382 235 . 1 85.284 

28,867, 13  I 28.855 .650 
9 1 2.548.338 892.-1 1 2 .06 I 
68,863.136 65.84 1 . 1 47 
44.5 1 8.938 30 . 1 1 4.724 

l .054. 797 ,543 1 .0 1 7  .223,582 
236.552. 1 92 209.745.0 1 8  
8 1 8,245,35 1  807.4 78,564 

4. ] 1 6,600 4 .363.596 
2.955, 1 92 3, I 1 6,488 
] .750.900 1 .750.900 
8,822,692 9,230,984 

S 1 . 126.845.303 $ I .  I 08.5 89.308 



June 30 
2000 1 999 

Liabilities and fund equity 
Liab i l ities: 

Current liabi lities payable from current assets: 
Accounts payable s 1 3,722.885 s 9,605,599 
Accrued expenses 1 .947.987 1 ,567,703 
Customer deposits 1 .037.747 94 1 ,742 
Accrued interest payable 1 9 1 ,472 1 46.23 1 
Current portion of advances for construction. notes and 

assessments payable (Note 5) 2.075.872 1 . 1 90.079 
Total current liabi lities payable from current assets 1 8,975,963 1 3 .45 1 ,354 

Current liabi lit ies payable from restricted assets : 
Debt service: 

Accrued interest payable 6.879.240 7,628.63 7 
Curre:1t portion of bonds payable (.Vore 5 J 2. 1 15.000 2. 1 85.000 
Current portion of certificates of panic ipation (Sore 5J 5.200.000 4.925.000 

Total current l iabil ities - debt service 1 4, 1 94.240 14.738 ,637 
Less unamortized bond and certificate d iscount 674.749 675.877 
Net current l iabil ities - debt service 1 3.5 1 9,49 1 1 4.062.760 

Construction: 
Customer deposits 335.683 3 1 7,494 
Other payables 692.382 338.048 
Advances from developers 5.7 1 1 .4 1 6  5 .044.748 

Total current l iabil ities - construction 6,739,48 1 5 , 700,290 

Trust funds: 
Held for bondholders and landowners 2,ii5.978 3.5 1 3 .092 
Compensated absences 5.ii2.322 5 .53 1 .  1 25 

Total current liabi l it ies - trust funds 8.548.300 9.044.2 1 7  
Total current l iabil ities payable from restricted assets 28.807.272 28.807,267 

Lom!·term l iabil ities rNote 5) : 
Advances for construction. notes and assessments payable 34,480.307 35 .985.446 
Bonds payable 1 2.675,000 1 4.790,000 
Certificates of participation payable 252.875.000 258.075,000 
Reimbursable agreements 942.775 1 .066.653 

Total lone-term liabil ities 300,973.082 309.9 1 7.099 
Less unamortized bond and certificate discount 1 3.5 1 5.234 14 . 1 89.983 
Net total long-term liabilities 287.457 .848 295 .727. J 1 6  

Total l iabilities 335,241 ,083 337,985,737 

Fund equity: 
Contributed capital (.Vote 9) 546.205.327 539.056.20 1 
Retained earnings 245.398.893 23 1 .54 7 .3 70 

Total fund equity 79 1 ,604,220 770.603 ,57 1 

Commitments (Nore I I )  
Total l iabilities and fund equity S 1 . 1 2  6.845.303 s I .  I 08.589.308 

See accompan_ving nores to financial staremenrs. 
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Eastern Municipal Water District 

Statements of Revenue, Expenses and Changes in Retained Earnings 

Operating revenues: 
Water sales - domestic 
Water sales - irrigation 
Sewer service charnes 
Recycled water 

Total operating revenues 

Operating expenses: 
Purchased water 
Water operations 
Sewer operations 
Recycled water operations 
General and administrative 
Depreciation and amortization 

Total operating expenses 
Loss from operations 

Nonoperating revenues : 
Property taxes - general levy 
Property taxes - bond levy 
Availability charges 
Water and sewer connection fees 
Interest - operations and restri cted funds 
Interest - bond funds 
Other 

Total nonoperating revenues 

Nonoperating expenses : 
Interest - certificates of partic ipation 
Interest - bond 
Interest - other 
Bond service fees 
Loss on disposal of assets 
Other 

Total nonoperating expenses 
Net nonoperating income 

Net income 
Retained earnings at beginning of year (l'lote I) 
Retained earnings at end of year 

See accompanying notes to financial statements. 

s 

Year ended June 30 
2000 1 999 

51 ,382,241 $ 
2,636,349 

25,36 1 ,569 
1 , 102,441 

80,482,600 

26,331 ,029 
1 6.348,960 
1 7,453,978 

1 ,3 13,145 
13,429,893 
27.279,095 

1 02. 156,1 00 
(21 ,673,500) 

10,778,537 
3,1 03,876 
3,8 16 ,486 

20,767,02 1 
13 ,948, 178 

34 1 ,350 
2,560,252 

55,3 15, 700 

1 5,069,255 
1 ,077,256 
1 ,446,643 

105,6 17  
254,8 19  

1 ,837.087 
1 9,790.677 
35,525.023 

13,85 1 ,523 
231 ,547,370 

46.822.29 1 
1 .767.339 

25,020,585 
1 .078.322 

74,688,537 

2 1 . 788 , 1 73 
1 4 .845 .543 
1 7.2 1 9,223 

1 .439.250 
1 3 .909,58 1  
25 .976.208 
95. 1 77.978 

(20.489,44 1 )  

9 .804,684 
3 .022,649 
3 .77 1 ,928 

2 1 .572.990 
1 2.262, 1 1 6  

3 1 3 . 1 90 
2.592.730 

53 .340,287 

1 5 ,260,659 
1 .24 7,46 1 
1 ,03 7.339 

1 0 1 ,66 1 
1 ,3 80.863 
2.7 1 3 .854 

2 1 .  74 1 .837 
3 1 .598.450 

I 1 . 1 09,009 
220.43 8.36 1  

$ 245,398,893 $ 23 1 .547.370 
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Eastern Municipal Water District 

Statements of Cash Flows 

Year ended June 30 
2000 1 999 

Cash flows from operating activities 
Loss from operations $ (2 1 ,673,500) $ (20,489,44 1 )  
Adjustments to reconcile loss from operations to net cash 

provided by (used in) operating activities: 
Operating activities: 

Depreciation and amortization 
Changes in assets and liabilities: 

Decrease (increase) in util ity accounts receivable 
Decrease (increase) in other receivables 
Decrease (increase) in prepaid expenses 
Decrease (increase) in materials and supplies inventory 
Decrease (increase) in deposits 
Decrease (increase) in notes receivable 
Decrease (increase) in other assets 
Increase (decrease) in accounts payable and other 

payables 
Increase (decrease) in accrued expenses 
Increase (decrease) in customer deposits 
Increase (decrease) in compensated absences 

Net cash provided by operating activities 

Cash flows from noncapital financing activities 
Proceeds from property taxes, general levy 
Proceeds from availabi l ity connection fees 
Proceeds from other revenues 
Net cash provided by noncapital financing activities 

Cash flows from capital and related financing activities 
Acquisitions and construction of capital assets 
Repayment of bonds and certificates of participation 
Interest paid 
Proceeds from water and sewer connection fees 
Proceeds from notes payable 
Repayments of notes payable 
Proceeds from sale of fixed assets 
Proceeds from property taxes - bond levy 
(Payments) receipts of customer deposits and developer advances 
(Payments) receipts of assessment district trust funds 
Net cash used in capital and related financing activities 

27,279,095 

(2,447,828) 
263,898 
30,765 

276, 137 
( 10,63 1 )  
749,278 
246,996 

4,1 1 7,286 
380,284 

96,005 
241 , 1 97 

9,548.982 

I 0,755,354 
3,856.2 17  
2.560.252 

1 7, 1 7 1 ,823 

(33,224.492) 
(7, 1 1 0,000) 

( 1 7,565, 754) 
20,767,02 1 
4,932,968 

(5,676,1 92) 
235,830 

3,1 69,960 
1 ,039, 1 9 1  
(737,1 1 4) 

(34, 1 68,582) 

25,976,208 

(4, 1 39,732) 
(858,503 ) 

( 1 0,560) 
489,525 

(3,800) 
35,779 

226,4 1 3  

1 .9 1 9.68 1 
1 ,204, 1 1 3 

62,696 
339.22 1 

4,75 1 ,600 

9,690,0 1 9  
3,885,369 
2,592.730 

1 6, 1 68, 1 1 8 

(30.640,898) 
(7, 1 1 0,000) 

( 1 6,795,929) 
2 1 ,572,990 
10 ,377,4 1 3  
(3,427,500) 
2,5 1 3,057 
3,059,6 1 3  

( 1 ,837,94 1 )  
2 1 5. 1 09 

(22,074,086) 
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Eastern Municipal Water District 

Statements of Cash Flows ( continued) 

Year ended June 30 
2000 1 999 

Cash flows from investing activities 
Purchases of  investment securities s ( 1 60,338,423) $ ( 1 5  I .220.698) 
Proceeds from sales and maturit ies of investment securities 1 57,777,977 1 30,680.722 
Proceeds from earnings on investments 1 4,755,643 1 2 .6 1 2.362 
Net cash provided by (used in) investing activities 1 2, 1 95. 1 97 (7.927.6 1 4 )  

Total increase (decrease) in cash equivalents 4,747,420 (9,08 1 ,982) 
Cash and cash equivalents at beginning of year 28.302.992 3 7.384.974 
Cash and cash equivalents at end of year (lv'ore 7! $ 33.050,4 1 2  $ 28.302.992 

Reconci l iation of cash and cash equivalents to balance sheets: 
Current cash and investments s 2.044,5 1 7  s 2,9 1 2.656 
Restricted cash and investments : 

Debt service 23,935,87 1 1 2 ,94 1 , 382 
Construction 4.297,062 8,938,030 
Trust funds 2.772,962 3 .5 1 0.924 

s 33.050.4 1 2  $ 28.302.992 

Supplemental d isc losure - contributions of capital assets from 
developers and others s 7, 1 49. 1 26 s 8.87 1 .68 1 

See accompanying notes to financial statements. 

6 



Eastern Municipal Water District 

Notes to Financial Statements 

June 30, 2000 

1. Description of Reporting Entity and Summary of Significant Accounting Policies 

Reporting Entity 

The Eastern Municipal Water District (the District) was formed in October 1 950, under 
the California Water Code for the primary purpose of importing Colorado River Water to 
augment local water supplies. The District serves an area of approximately 355 ,000 acres 
( 5 5 5  square miles), encompassing the westerly third of Riverside County. The District i s  
operated under the direction of  a five-member Board of Directors elected for  four-year 
terms. The District presently imports 74% of its water supply from the Metropolitan 
Water District of Southern California (MWD) and derives the remaining 26% of its water 
supply from local groundwater sources. The District is a member agency of MWD and is 
currently entitled to have one District representative sit on the Board . 

In 1 962, the District began providing wastewater treatment services to customers within 
its service area and, as a consequence. has become actively involved in the production of 
recycled water (i .e., wastewater which has been treated to a level acceptable for 
nondomestic purposes) and has been recognized as an industry leader in management of 
ground water basins and the related beneficial uses of recycled water. The District's water 
and wastewater customers include retail customers (e.g .. residential, commercial and 
agricultural) located in both incorporated and unincorporated areas within the District 's  
service area, as well as wholesale customers (e.g .. municipalities and local water districts) 
located within its service area. 

The District formed the Eastern Municipal Water District Facilities Corporation (the 
Facilities Corporation) on April 10, 1 979, under the Non-Profit Public Benefit 
Corporation Law, State of California, for the purpose of rendering financing assistance to 
the District by acquiring, constructing and operating or providing for the operation of 
water and wastewater facilities, including water and wastewater transmission pipelines, 
treatment plants and related facilities for the use, benefit and enjoyment of the public 
within the District 's  boundaries. The Facilities Corporation is a component unit of the 
District. 

The District's reporting entity includes the general district, the related improvement 
districts located within the service area of the general district and the Eastern Municipal 
Water District Facilities Corporation. Although the District and Facilities Corporation are 
legally separate entities, the District' s  Board of Directors is financially responsible for the 
Facilities Corporation and, therefore, the accompanying financial statements include the 
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Eastern Municipal Water District 

Notes to Financial Statements ( continued) 

1 .  Description of Reporting Entity and Summary of Significant Accounting Policies 
(continued) 

Reporting Entity (continued) 

accounts and records of the Facilities Corporation as required by generally accepted 
accounting principles using the blending method. There are no separate financial 
statements for the Facilities Corporation. 

Basis of Accounting 

The District accounts for its operation in an enterprise fund using the accrual basis of 
accounting. The District' s  activities include a general fund; investment in utility plant 
fund: bond interest, redemption and reserve fund; a financing authority; and several 
assessment districts and zones of benefit. These funds, which are amounts within the 
enterprise fund type. have been combined in the accompanying balance sheets. statements 
of revenue. expenses and changes in retained earnings and cash flows. All material 
interfund and interdivisional transactions have been eliminated. 

Pronouncements of GASB and FASB 

Under Government Accounting Standards Board (GASB) Statement No. 20. the District 
has elected not to apply Financial Accounting Standards Board (FASB) pronouncements 
issued after November 30, 1 989. 

Investments 

Investments are carried at fair value, except for guaranteed investment contracts, which 
are carried at cost. 

Cash Equivalents 

For purposes of the statement of cash flows, the District considers all highly liquid 
investments (including restricted assets) '-vith a maturity of  three months or less when 
purchased to be cash equivalents. 
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Eastern Municipal Water District 

Notes to F inancial Statements ( continued) 

1. Description of Reporting Entity and Summary of Significant Accounting Policies 
(continued) 

Utility Plant 

Util ity plant assets are stated at cost. Contributed util ity plant assets are recorded at fair 
market value at the time they are received. The contributed assets consist primarily of 
distribution lines and connections constructed and donated by developers. 

Depreciation and amortization is computed using the straight-line method over the 
estimated useful lives of the assets, which range from 3 to 50 years. 

The District's policy is to capitalize net interest on construction projects until substantial 
completion of the project. The amount of capitalized interest equals the difference 
between the interest cost associated with the tax-exempt borrowing used to finance the 
project and the interest earned from temporary investment of the debt proceeds, net of 
arbitrage l iability, if any. 

Allowance for Doubtful Accounts 

An allowance for doubtful accounts has been established for utility accounts receivable 
that are 60+ days delinquent at year-end. This al lowance amounts to approximately 
$ 1 1 6,000 and $223.000 at June 30, 2000 and 1 999, respectively. 

Inventories 

Inventory consists primarily of materials used in the construction and maintenance of 
uti lity plant and is valued at weighted average cost . 

Restricted Assets 

Amounts shown as restricted assets have been restricted by either bond indenture. by law, 
or contractual obligations to be used for specified purposes, such as servicing bonded 
debt and construction of plant assets. 
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Eastern Municipal Water District 

Notes to Financ ial Statements ( continued) 

I. Description of Reporting Entity and Summary of Significant Accounting Policies 
( continued) 

Revenue Recognition 

Revenues are recognized when earned .  Metered water accounts are read and bil led daily 
on 30-day cycles .  Wastewater customers are also b i lled and included with the water 
b i l l ing. In certain areas of the District. the waste\vater billing is handled by another water 
uti l i ty agency, but accrued as revenues each month. Collect ions are forwarded monthly, 
based on actual rece ipts . Effective fiscal 1 999, unbil led water and wastev,:ater charges 
were accrued for the period from the last meter reading through year-end and are inc luded 
in accounts receiYable. This change to accrue unbi lled accounts receivable amounted to 
approximately $2.530.000 for the year ended June 30, 1 999. 

Property Taxes 

Property tax in California is levied in accordance with Article XIIIA of the State 
Constitution at 1 % of countywide assessed valuations. The property taxes are placed in a 
pool and are then allocated to the local governmental units based upon complex formulas. 
Property tax revenue is recognized in the fiscal year in \vhich taxes have been levied. 

The property tax calendar is as fol lows:  

Lien date : 

Levy date : 

Due date :  

Delinquent date: 

Debt Issuance Costs 

January 1 

July 1 

First installment - November 1 
Second installment - February l 

First installment - December 1 1  
Second instal lment - April 1 1 

Bond and certificate discounts. loss on refunding. and issuance costs are deferred and 
amortized over the term of bonds using the effective interest method. Bond. certificate 
discounts, and loss on refunding are presented as a reduction of the face amount of bonds 
payable. whereas i ssuance costs are recorded as other assets. 

I O  



Eastern Municipal Water District 

Notes to Financial Statements ( continued) 

I. Description of Reporting Entity and Summary of Significant Accounting Policies 
(continued) 

Compensated Absences 

The District has a policy whereby an employee can accumulate unused sick leave and 
vacation. The sick leave is to be used for extended periods of sickness; however, upon 
termination or retirement. a portion will be paid as additional benefits to the employee. At 
retirement. employees who qualify under the Public Employees Retirement Law will be 
paid for 75% of the then unused sick leave up to the maximum of 529 hours and 50% in 
excess of the ma'Cimum, at their regular payroll rates in effect at the date of termination. 
AH employees who separate from the District, other than for retirement, have completed 
at least six months of continuous service and/or have been authorized to use their sick 
leave shall be entitled to receive 25% to 75% of the then unused sick leave at their regular 
payro ll rate. The District has provided for these future costs by accruing 1 00% of earned 
and unused sick leave up to the maximum number of hours plus 50% of any hours over 
the stated maximum. and I 00% of the earned and unused vacation. 

Use of Estimates 

The financial statements are prepared in conformity with general ly accepted accounting 
principles and. accordingly, include amounts that are based on management ' s  best 
estimates and judgments. 

Retained Earnings 

Approximately 83% of retained earnings have been reserved in accordance with board 
designations. legal restrictions, and other third-party restrictions. 

Reclassifications 

Certain 1 999 amounts have been reclassified to conform with the 2000 presentation. 
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Eastern Municipal Water District 

Notes to Financ ial Statements (continued) 

2. Cash and Investments 

Cash and investments are included in the accompanying balance sheet at June 30 as 
follows : 

2000 

Current assets s 32,549,624 
Restricted assets : 

Debt service 38,71 8,629 
Construction 1 92,765,307  
Trust funds 8,601 .649 

Totals $ 272.635.209 

Cash and cash equivalents at June 30 consisted of the fol lowing : 

Demand accounts and on hand 
Fiscal agent deposits - money market funds 
California Local Agency Investment Fund 
Total cash and cash equivalents 

Authorized Investments 

s 

$ 

2000 

1 ,090,835 
25,296 , 135 

6,663,442 
33,050,4 1 2  

1999 

s 34.298,2 1 8  

38 .90 1 .964 
1 83 . 1 1 2,3 3 7  

9.0 1 4.824 
$ 265.327.343 

1999 

$ 2.4 I 7 .994 
1 4.789.726 
I I .095.272 

$ 28.302.992 

Under provision of the District ' s  written investment policy, and in accordance with 
Section 5360 1 of the California Government Code, the District may invest in: certificates 
of deposit. negotiable certificates of deposit, savings accounts. repurchase agreements and 
reverse repurchase agreements. U.S .  treasury bil ls and notes. bankers acceptances, 
commercial paper. California Local Agency Investment Fund (LAIF). medium-term 
notes, obligations issued by the state of California. obligations issued by any California 
Local Agency, mutual funds. and certain federal agency obligations. 

The LAIF is a special fund of the Cal ifornia State Treasury through which local 
governments may pool investments. Each governmental entity may invest up to 
$30.000,000 or an unl imited amount of debt proceeds in the fund. 
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Eastern Municipal Water District 

Notes to Financial Statements ( continued) 

2. Cash and Investments (continued) 

Classification of Deposits and Investments by Credit Risk 

The District 's deposits and investments are classified into three categories of credit risk. 
These categories are as follows: 

Deposits :  

Category 1 - Deposits that are insured or collateralized with securities held by the 
District or by its agent in the District · s name. 

Category 2 - Deposits that are collateralized with securities held by the pledging 
financial institution· s trust department or agent in the District's name. 
The District had no category 2 deposits. 

Category 3 - Deposits that are uncollateralized or col lateral ized with securities held 
by the pledging financial institution or by its trust department or agent, 
but not in the District 's name. 

Investments : 

Category 1 - Investments that are insured or  registered or securities held by the 
District or by its agent in the D istrict"s name. 

Category 2 - Investments that inc lude uninsured and unregistered investments for 
which the securities are held by the counterparty" s trust department or 
agent in the District's name. The District had no category 2 
investments. 

Category 3 - Investments that include uninsured and unregistered investments for 
which the securities are held by the counterparty or by its trust 
department or agent, but not in the District's name. 

Investments in pools managed by other governments. mutual funds, or guaranteed 
investment contracts are not subject to categorization because they are not evidenced by 
securities that exist in physical or book entry form. 
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Eastern Municipal Water District 

Notes to Financial Statements ( continued) 

2. Cash and Investments (continued) 

Classification of Deposits and Investments by Credit Risk (continued) 

Deposits and investments were categorized as follows at June 30, 2000 : 

Deposits :  
Demand deposits 
Money market funds 
Assessmem District money market 

funds 
Total deposits 

Investments: 
U.S .  Government-sponsored corporate 

bonds and U.S. Treasury obl�ations 
Corporate medium-tenn notes 
Cal ifornia Local Agency bonds 
Guaranteed investment contracts 
Federal agency issues 
Local Agency Investment Fund 

Total investments 

Total d eposits and investments 

Categorv 
3 

1 00.000 $ 1 ,582.032 
23,935.871 

1 .360.264 
1 00.000 $ 26.878. 1 67 

Categorv 
3 

S 1 78 .5 38 .83 1 s 

34.522.575 
6,986.85 1 

7. 1 56.650 

$ 220.048.257 $ 7. 1 56.650 

Bank Carrying 
Balances Amount 

$ l ,682.032 $ l ,090.5 14  
23,935 .8 7 1  23.935.8 7 1  

1 .3 60.264 1 .360.264 
S 26.978. J 67 $ 26.386.649 

Not Required 
to be Carrying 

Categorized Value 

s - S 1 78.538,83 1 
34.522.575 
6,986.85 1  

1 2 .3 80.2 1 1  1 2.380.2 1 1  
7, 1 56,650 

6.663 .442 6.663.442 
s 1 9 .043.653 246.248.560 

S 272.635.209 

Deposits and investments were categorized as follows at June 30, 1 999: 

Deposits: 
Demand deposits 
Money market funds 
Assessment District money market 

funds 
Total deposits 

s 

s 

Categorv 
3 

1 00 ,000 $ 2�935,900 
1 2 ,94 1 ,382 

1 ,848.344 
1 00.000 $ 1 7,725.626 

Bank Carrying 
Balances Amount 

s 3 .035.900 $ 2,4 1 7,994 
1 2.94 1 ,3 82 1 2,94 1 ,382 

1 .848.344 1 .848.344 
$ 1 7.825.626  $ 1 7.207.720 

Fair 
Value 

$ 1 78.53 8.83 l 
:'4 .522,575 
6,986.85 l 

1 2,3 80,2 1 1  
7, 1 56,650 
6.663.442 

$ 246.248. 560 
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Eastern Municipal Water District 

Notes to Financ ial Statements ( continued) 

2. Cash and Investments (continued) 

Classification of Deposits and Investments by Credit Risk ( continued) 

Investments: 
Mortgage-bacl<ed securities 
U.S. Government-sponsored corporate 

bonds and U.S.  Treasury obligations 
Corporate medium-tenn notes 
Cal ifornia Local Agency bonds 
Guaranteed investment contracts 
Federal agency issues 
Local Agency Investment Fund 

Total investments 

Total deposits and investments 

$ 

Categorv 

1 ,460.394 

1 6  I ,493.486 
47.208.750 

7, 1 1 8 .885 

$ 

3 

-

1 2,862,625 

$ 2 1 7  .28 1..5 1 5  $ I 2.862.625 

Not Required 
to be 

Categorized 

s -

6.880.2 1 1  

1 1 .095.272 
S l 7. 975.483 

Carrying 
Value 

$ 1 ,460,394 

1 6 1 .493,486 
47.208.750 
7.  I I 8.885 
6,880,2 1 1 

1 2 ,862,625 
I 1 .095.272 

248. I I 9.623 

$265.327.343 

$ 

Fair 
Value 

1 ,460,394 

1 6 1 .493,486 
47,208,750 

7, I 1 8 .885 
6,880,2 1 I 

1 2,862,625 
1 1 .095.272 

$248. 1 1 9.623 

Fiscal agents, on behalf of the District, hold and invest funds in the District ' s  name from 
long-term debt issuances. Fiscal agents are mandated by bond indentures as to the types 
of investments in which debt proceeds can be invested. 

During the years ended June 30, 2000 and 1 999, the District entered into various 
repurchase agreements in order to obtain short-term operating funds. The District had no 
outstanding repurchase agreements at June 30, 2000 and 1 999. 

The District's investment in LAIF is $6,663 .442 and $ 1 1 .095.272 in 2000 and 1 999, 
respectively. This investment's value is based on information provided by the State 
Treasurer's office. The carrying value of the District's position in the fund is materially 
consistent with the fair value of the fund shares. 
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Eastern Municipal Water District 

Notes to Financ ial Statements ( continued) 

3. Utility Plant 

A summary of the changes in utility plant for the years ended June 30, 2000 and 1 999 is 
as follows : 

Balance Deletions and Balance 
June 30. I 999 Additions Transfers June 30, 2000 

Land $ 28,855 ,650 $ 1 1 ,48 I $ $ 28,867, 131  
Water plant, l ines and equipment 32 1 ,9 1 8.25 1 6,264,463 ( 1 1 7,288) 328�065,426 
Water capacity rights 1 5 .077,425 15,077,425 
Sewer plant. l ines and equipment 555 ,4 1 6,385 14,580,750 (591 ,648) 569,405,487 
Equipment and general faci l ities 65,84 1 , 1 47 3,275,622 (253,633) 68,863,136 
Construction in progress 30. 1 1 4.724 30.,323.370 pS.9 19, 156� 44.51 8,938 

l ,D l 7 ,223 .5 82 54,455,686 (1 6,881 ,725) 1,654,797 ,543 
Less accumulated depreciation 209.745.0 1 8  27,279.095 {47 1 ,92 12 236.552.192 
Net util ity plant S 807.478.564 $ 27.1 76,591 S ( 16,409,804) $ -S 18,245,351 

Balance Deletions and Balance 
June 30. 1 998 Additions Transfers June 30, 1 999 

Land .$ 29, 1 1 7,523 $ 262. 1 97 s ( 524.070) $ 28,855,650 
Water plant, lines and equipment 304.456,3 12  1 7,964,079 (502. 1 40) 32 1 ,9 1 8,25 1 
Water capacity rights 6 . 1 59 ,925 8.9 I 7,500 1 5 ,077,425 
Sewer plant. l ines and equipment 527,04 1 ,793 29.3 9 1 .627 ( 1 .0 1 7.035 ) 555,4 I 6,385 
Equipment and general facil ities 69,468.308 2, I 87,884 (5.8 1 5 ,045)  65,84 1 , 147  
Construction in  progress 52.039.286 2 1 .654.962 (43 .579.524) 30. I 14 ,724 

988.283 . 1 47 80.378.249 (5 1 .437. 8 14) 1 ,0 1 7,223,582 
Less accumulated deprec iation 1 87.733 . 1 80 25.976.208 (3. 964.3 70) 209.745.0 1 8  
Net uti l ity plant $ 800.549.967 $ 54.402.04 I $ (47.473 .444) $ 807.4 78 .564 

4. PERS Prepaid Unfunded Liability 

The District amended its PERS contract on January 4, 1 998 to implement a 2% at 55 
retirement program. The actuarial division of PERS detennined that the present value 
impact on the District was an unfunded liability of $4,939.895 . This would result in an 
employer rate increase of 1 .495% of eligible pa1Toll over the next 20 years. However, the 
District opted to pay this l iabil ity in advance and is amortizing this prepaid amount over 
the next 20 years. The current portion is $246,996, and future deferred expense is 
$4, 1 1 6.600 at June 30, 2000. 
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Eastern Municipal Water District 

Notes to Financ ial Statements ( continued) 

5. Long-Term Debt 

A summary of the long-term debt at June 30 is as follows : 

2000 1999 

Advances for construction. notes 
assessments payable s 36,556,179 $ 37. 1 75.525 

Certificates of participation 258,075,000 263 .000,000 
General obligation bonds 14,790,000 1 6,975,000 
Reimbursable agreements 942,775 1 .066.653 

310,363,954 3 1 8.2 1 7. 1 78 
Less current portion 9,390,872 8.300.079 
Total s 300,973,082 $ 309.9 1 7.099 

The future maturities ofl.ong-term debt as of June 30, 2000 are as follows: 

Year endin2: June 30: Principal Interest Total 

200 1 s 9,375.907 $ 1 6.359.960 s 25,735 .867 
2002 I 0,973 .260 1 5 ,979. 788 26,953 .048 
2003 1 0.488,285 1 5.607. 1 20 26.095 .405 
2004 1 0 ,869, 1 25 1 5. 096.799 25,965 .924 
2005 1 1 ,366. 1 65 1 4. 59 1 .036 25 .957,20 1 
Thereafter 257.29 1 .2 1 2  1 3 9.970.677 397.26 1 .889 
Total $ 3 1 0.363 .954 $ 2 1 7.605 .3 80 $ 527.969.334 
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Eastern Municipal Water District 

Notes to Financial Statements ( continued) 

5. Long-Term Debt (continued) 

Advances for Construction, Notes and Assessments Payable 

The notes payable are general obligations of the District 's individual improvement 
districts which issued the notes and are payable from the revenues and taxes of the 
respective improvement districts. The following are outstanding as of June 30: 

2000 1999 

Rancho California Water District. noninterest 
bearing agreement to be reimbursed at the rate 
of $2.50 per acre foot as water is used. 
Agreement is expected to be satisfied in the next 
fiscal year. s 14,398 $ 4 1 ,864 

Elsinore Valley Municipal Water District, 
financial participation agreement note: interest 
rates ranging from 6.25% to 8 .25%; various 
annual principal installments ranging from 
approximately $9.000 to $29,000 through 
July 1 5. 20 1 1 .  23 1 ,738 245.797 

Santa Ana Watershed Project Authority 
(SAWPA) 
agreement for purchase of capacity rights in the 
Santa Ana Regional Interceptor (SARI) 
p ipel ine: interest rate of 6%: annual payment 
including principal and interest of $365,000 3,060,1 03 3,23 1 ,229 
through June 30, 20 1 2 .  

Santa Ana Watershed Project Authority 
(SA WP A) agreement for purchase of additional 
capacity rights in the Santa Ana Regional 
Interceptor (SARI) pipeline: interest rate of 6%� 
annual payment including principal and interest 
of $696.788 through July L 20 1 8 . 3,567,029 7.774.837 
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Eastern Municipal Water District 

Notes to Financial Statements ( continued) 

5. Long-Term Debt ( continued) 

Advances for Construction, Notes and Assessments Payable (continued) 

City of Moreno Valley Util ity Tax liability for 
Moreno Valley Mutual Water District 
(MVMWD) acquired July 2, 1 997. Assignment 
of promissory notes payable accepted through 
purchase of MVMWD, with an interest rate at 
6%. monthly payment of principal and interest 
of $ 1 ,000, through August 1 5 , 2000. S 

1 992 State of Cal ifornia Agricultural Drainage 
Water Management Loan as discussed below. 

1 99 1  Federal Reclamation Facilities Project Loan 
as discussed below. 

Total 
Less current portion 

2000 1999 

1 ,704 $ 

7,050, 1 78 

36,556, 1 79 
2,075,872 

1 3 .223 

2.685.860 

23 . 1 82. 7 1 5  
37. 1 75 .525 

1 . 1 90.079 
Total long-term advances for construction. notes 

and assessments payable S 34,480,307 $ 35 .985.446 

1 992 State of California Agricultural Drainage Water Management Loan 

On January 1 5. I 992. the District executed a loan contract with the State (California) 
Water Resources Control Board to provide financing for a portion of the Menifee Basin 
Desalter Project. The original loan to the District was $5.800.000; however, the State 
increased the amount of lent funds to $ 1 1 .600,000 effective July 1 .  1 994. As of June 30. 
2000. the District had received $8 . 1 50A39 of loan proceeds which are repayable in 
varying annual installments currently ranging from $636,402 to $ 1 .0 1 0, 1 90 on each 
January 3 1  through 20 1 2  until final payment scheduled for November 1 7, 20 1 2  at an 
interest rate of 3 . 1 %. The repayment schedule is subject to change depending on the total 
amount borrowed and the final completion date of the project. 
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Eastern Municipal Water District 

Notes to Financial Statements ( continued) 

5. Long-Term Debt (continued) 

1991 Federal Reclamation Facilities Project Loan 

In October 1 99 1 ,  the District entered into a contract with the federal government under 
the provisions of Public Law 984 to provide funding for a portion of the District 's  Phase I 
- Reclamation Facilities Project. The contract is being administered by the United States 
Department of the Interior Bureau of Reclamation pursuant to the Small Reclamation 
Projects Act of 1 956 (the Act) . The total estimated project cost is $46,046.400 with the 
District contributing $ 1 3 ,62 1 .400 and the federal government providing funding up to the 
balance of $32,425 ,000, providing that funds are available under the Act. 

A summary of the total federal government funding available under the contract at project 
completion (providing that the entire funding is uti l ized) is as follows: 

Total federal funding 
Less nonrepayable grant portion 
Maximum loan proceeds including interest 

Components of loan proceeds : 
Water supply 
Fish and wildlife 

Net loan proceeds 
Interest charged during construction 
Maximum loan proceeds 

$ 32.425.000 
6.733 .300 

$ 25.69 1 .700 

$ 20.2 1 9,400 
4. 1 47.300 

24,366,700 
1 .3 25.000 

$ 25.69 1 .  700 

The net loan proceeds are repayable in 1 5  annual installments varying from $552.900 to 
$2.650.300 plus interest at rates varying from 0% to 9% (7 .875% at June 30. 2000) on the 
fish and wildlife component and a portion of the water supply component. In the event 
the total repayment obligation is less than $24,366.700. the above repayment schedule 
will still apply until the obligation is paid in full, in effect reducing the length of the 
repayment period. Repayment of the loan started on May l .  1 999. with the District 
making the first and second annual payments including $ 1 . 1 1 0.200 of principal and 
$7 10,6 12  in interest. 
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Eastern Municipal Water District 

Notes to Financial Statements ( continued) 

5. Long-Term Debt (continued) 

1991  Federal Reclamation Facilities Project Loan (continued) 

As of June 30, 2000 and 1 999, the D istrict had received $3 1 ,069,852 and $3 1 ,005 ,635, 
respectively, on this contract of which the grant portion amounts to $6, 726,623 and 
$6,7 1 2,720, respectively, and the loan portion amounts to $24,343,229 and $24,292,9 1 5 , 
respectively. As of June 30, 2000, the outstanding loan balance is $22,63 1 ,029. 

Certificates of Participation Payable 

1998A Refunding Certificates of Participation 

In January 1 998, the Facilities Corporation issued $39,655,000 Water and Sewer Revenue 
Refunding Certificates of Participation, Series A to prepay $36.420,000 of the District 's 
I 99 1 Certificates of Participation, to fund a debt service reserve established for the 
certificates, and to pay the principal bond insurance policy premium and issuance costs. 
The certificates of participation include $ 1 2,835.000 of serial certificates maturing in 
varying amounts from $70,000 to $3 ,025,000 annually from July I ,  1 998 to July I, 20 1 3 ;  
with interest payable semiannually at rates ranging from 3.60% to 5 .00%. Also, i n  this 
certificate issue are $26,820.000 of term certificates due in varying amounts on July 1 ,  
20 1 8, 202 1 and 2023, with interest payable semiannually at rates ranging from 4. 75% to 
5.00%. 

1997 A Refunding Certificates of Participation 

In July 1 997, the Facilities Corporation issued $2 1 ,835,000 Water and Sewer Revenue 
Refunding Certificates of Participation, Series A to prepay $ 1 9.605,000 of the District's 
1 99 1  A Certificates of Participation, to fund a debt service reserve established for the 
certificates. and to pay the principal bond insurance policy premium and issuance costs. 
The certificates of participation include $ 1 ,655,000 of serial certificates maturing in 
varying amounts from $55,000 to $ 125,000 annually from July I .  1 998 to July 1 ,  20 1 7 ; 
with interest payable semiannually at rates ranging from 3.75% to 5 .25%. Also, in this 
certificate issue are $20. 1 80,000 of term certificates due in varying amounts on July 1 ,  
2023, with interest payable semiannually at rates of 5.25%. 
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Eastern Municipal Water District 

Notes to Financial Statements ( continued) 

5. Long-Term Debt (continued) 

1993A Certificates of Participation 

In May 1 993. the Facilities Corporation issued $46.340,000 in Certificates of 
Participation Series l 993A. Proceeds of the sale of certificates were intended to be used 
for the principal purpose of financing the cost of design. acquisition and construction of 
certain capital improvements (the 1 993A Project) to the District's water and sewer 
system. The District' s 1 993A Project includes, among others. four major projects : ( 1 )  the 
Mills Treatment Plant Feeder Project: (2) the Regional Water Treatment Plant Storage 
Facilities: (3 )  the Sun City Water Reclamation Plant Discharge Facilities; and (4) the 
Simpson/Fruitvale Phase I - Distribution Pipeline. However. other major water or 
reclamation projects may be substituted if deemed appropriate by the Board of Directors. 

The certificates of participation include $ 1 2,960.000 of serial certificates maturing in 
varying amounts from $765,000 to $ 1 .305,000 annually from July 1 .  1 995 to July 1 ,  
2007; with interest payable semiannually at rates ranging from 3 .3% to 5.2%. Also. in this 
certificate issue are $33,380,000 of tenn certificates due in varying amounts on July 1 ,  
20 1 3  and 2023. with interest payable semiannually at rates ranging from 5 .25% to 
5.3 75%. Certificates maturing July 1 ,  2004 and after may be called prior to maturity at 
par plus a premium of 2% in 2004, 1 % in 2005, and 0% thereafter. The term certificates 
are subject to mandatory sinking fund requirements beginning July I .  2008. in amounts 
varying from $ 1 .375 .000 in 2008 to $2.980.000 in 2023. 

19938 Refunding Certificates of Participation 

In May 1 993 , the Facilities Corporation issued $65, 795,000 in Refunding Certificates of 
Participation Series 1 9938. Proceeds of the sale of certificates were used to provide 
monies for the partial defeasance of $59,350,000 Series 1 99 1  certificates of participation, 
to pay the municipal bond insurance policy premium for the certificates and to pay the 
costs of issuance. 

The certificates of participation are subject to mandatory repayment in varying amounts 
from $ 1 65,000 to $7.570,000 annually from July 1 ,  1 993 to July 1 .  2020, with interest 
payable semiannually at the weekly interest rate (as determined by the Remarketing 
Agent) unless converted to a fixed interest rate at the District' s  option. The District has 
entered into a Swap Agreement with AIG Financial Products Corporation (AIG-FP) for 
the purpose of hedging against interest rate fluctuations arising from the issuance of the 
1 9938 Certificates as variable rate obligations. The Swap Agreement provides for the 
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Eastern Municipal Water District 

Notes to Financial Statements ( continued) 

5. Long-Term Debt (continued) 

19938 Refunding Certificates of Participation ( continued) 

District to make payments to AIG-FP on a fixed-rate basis on notional amounts totaling 
$64,070,000 and for AIG-FP to make reciprocal payments based on a variable-rate basis 
which results in a fixed annual rate of interest to the District of 5 . 1 35% on the certificates. 
The District may prepay all or part of the certificates at any time at par while the 
certificates remain as variable interest rate securities. If. however, the District elects to 
convert the certificates to a fixed interest rate. the certificates are subj ect to prepayment at 
par plus a premium ranging from 2% to 0% (declining by .5% every two years) depending 
on the years remaining to maturity as of the fixed-interest rate conversion date. 

1991 Certificates of Participation 

In March 1 99 1 ,  the Facilities Corporation issued S 1 28.690,000 in Certificates of 
Participation Series 1 99 1 .  Proceeds of the sale of certificates were used for the principal 
purpose of financing the cost of the design. acquisition and construction of certain 
wastewater capital improvements (the 1 99 1  Project) to the District 's water and sewer 
system. 

The certificates of participation include $26,8 1 5 ,000 of serial certificates maturing in 
varying amounts from $ 1 ,440,000 to $2,9 1 0.000 annually from July 1 ,  1 993 to July 1 ,  
2005; with interest payable semiannually at rates ranging from 5 . 1 % to 7.5%. Also, in this 
issue are $ 1 0 1 ,875,000 of term certificates due in varying amounts on July I .  2008, 20 1 2, 
2020 and 2023, with interest payable semiannually at rates ranging from 6% to 6. 75%. 
Certificates maturing prior to July L 2002 and on July I .  20 1 2  are not subject to prior 
redemption; Certificates maturing July 1 ,  2002 and after (except those maturing on July 1 ,  
20 1 2) may be called prior to maturity at par plus a premium of 2% in 2002. 1 % in 2003, 
and 0% thereafter. The term certificates are subject to mandatory sinking fund 
requirements beginning July 1 ,  2006, in amounts varying from $3 , I 05,000 in 2006 to 
$9. 1 1 5 ,000 in 2023 . 
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Notes to Financial Statements ( continued) 

5. Long-Term Debt (continued) 

1991A Refunding Certificates of Participation 

In June 1 99 1 ,  Facilities Corporation issued $99,995,000 in Refunding Certificates of 
Participation Series 1 99 1  A. Proceeds of the sale of certificates were used to provide 
monies for the defeasance of the 1 988  and 1 989 certificates of participation to pay the 
municipal bond insurance policy premium for the certificates and to pay the costs of 
issuance. 

The certificates of participation include $22,3 1 0,000 of serial certificates maturing in 
varying amounts from $ 1 .095,000 to $2,280,000 annually from July 1 ,  1 992 to July 1 ,  
2005. with interest payable semiannually at rates ranging from 4 .5% to 7. 1 5%. Also, in 
this certificate issue are $77,685,000 of term certificates due in varying amounts on 
July 1 .  2009, 2020 and 2023, with interest payable semiannually at rates ranging from 
6.3% to 6 .9%. Certificates maturing prior to July 1 ,  2002 are not subject to prior 
redemption; certificates maturing July 1 ,  2002 and after (except those maturing on July 1 ,  
2023) may be called prior to maturity at par plus a premium of I %  in 2002, 5% in 2003, 
and 0% thereafter. Certificates maturing on July l ,  2023 may be called prior to maturity at 
par plus a premium of I%  in 1997, 5% in 1998, and 0% thereafter. The term certificates 
are subject to mandatory sinking fund requirements beginning July 1 ,  2006, in amounts 
varying from $2,425,000 in 2006 to $6,975,000 in 2023 . 

Certificates of participation payable consist of the following at June 30: 

2000 1999 

l 998A refunding certificates of participation $ 39,170,000 $ 39,365,000 
1 997 A refunding certificates of participation 2 1,695,000 2 1 ,750,000 
1 993A certificates of participation 42,225,000 43 ,1 1 5,000 
1 9938 refunding certificates of participation 64,070,000 64,285,000 
1 991  certificates of participation 21,055,000 23,045,000 
199 1  A refunding certificates of participation 69,860,000 7 1 ,440.000 
Total 258,075,000 263,000,000 
Less current portion 5,200,000 4,925,000 
Total long-term certificates of participation 

payable $ 252,875,000 $ 258.075.000 
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Notes to Financial Statements ( continued) 

5. Long-Term Debt (continued) 

Bonds Payable 

The District's general obligation bonds are callable prior to maturity subject to certain 
call premiums. The liability for the general district bonds and improvements within the 
respective special districts and the funds for retirement thereof are derived from a bond 
redemption levy in the assessed valuation of the individual districts. 

Bonds payable consist of the following at June 30 :  

General Obligation Bonds issued 1 975 and 
prior: 

Callable provision for each bond issue is in 
inverse order of maturity and bond number 
and at varying premiums on the call date 
or any interest date thereafter of 1 /2% plus 
1 /4% for each 1 2-month period or fraction 
thereof to maturity but not to exceed 4% of 
principal. Interest rates of the various bond 
issues outstanding range from 3 l /2% to 
9%. Bonds matured in 2000. S 

1 984 General Obligation Bonds: 
Interest rates range from 8 112% to 1 1  3/8%. 

Bonds mature annually in varying amounts 
through 2004. 

1 99 1  General Obligation Refunding Bonds: 
Interest rates of the various bond issues 

outstanding range from 4.6% to 6.4%. 
Bonds mature annually in varying amounts 
through 2004. 

2000 1 999 

- $ 60.000 

2,855,000 3,665,000 

3,065,000 3,6 1 0.000 
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Eastern Municipal Water District 

Notes to Financial Statements ( continued) 

5. Long-Term Debt (continued) 

Bonds Payable ( continued) 

2000 1999 

1 995 General Obligation Refunding Bonds : 
Interest rates of the various bond issues 

outstanding range from 3 .9% to 5 .5%. 
Bonds mature annually in varying amounts 
through 2009. s 8,870,000 $ 9.640.000 

Total 
Less current portion 
Total long-term bonds payable 

Reimbursable Agreements 

14,790,000 
2,1 15,000 

$ 12,675,000 

1 6.975.000 
2. 1 85.000 

$ 1 4.790.000 

The District receives connection fees from customers within its service area that are 
required to be remitted to either developers or other governmental agencies depending on 
the nature of the agreements (i.e . .  whether the other entities need to recover the costs 
associated with placing the water or sewer l ines in service). 

Defeasance of Debt 

The District def eased or partially defeased certain certificates of participation and general 
obligation bonds by placing the proceeds of new debt in irrevocable trusts to provide for 
all future debt service payments on the defeased debt. Accordingly, the trusts· assets and 
the l iabil ity for the defeased debt issues are not included in the District's financial 
statements. The outstanding balances of the debt considered def eased as of June 30 are as 
follows : 

1 99 1  A Refunding Certificates of 
Participation 

1 988 Certificates of Participation 
1 989 Certificates of Participation 
1 99 1  Certificates of Participation 
1 989 General Obligation 
Total 

2000 

$ 19,605,000 
25,230,000 
43,450,000 
95,770,000 
9,350,000 

$ 193.405.000 

1999 

$ 1 9,605,000 
27, 1 00.000 
45,730,000 
95,770,000 
1 0.050.000 

$ 1 98 .255.000 
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Notes to Financial Statements ( continued) 

6. Defined Benefit Pension Plan 

Plan Description 

The District contributes to the California Public Employees' Retirement System (PERS), 
an agent multiple-employer public employee retirement system that acts as a common 
investment and administrative agent for participating publ ic entities within the state of 
California. PERS issues a separate systemwide financial report which can be obtained 
from the PERS executive office - 400 P Street, Sacramento. CA 958 1 4. 

All full-time District employees are e ligible to participate in PERS with benefits vesting 
after five years of service. District employees who retire at age 50 with five years of 
credited service are entitled to an annual retirement benefit, payable monthly for life, in 
increasing percentage increments up to 2% of their average salary during their last year of 
employment. for each year of credited service. PERS also provides death and disability 
benefits. 

Funding Policy 

District employees are required to contribute 7% of their annual salary to PERS. The 
District is required to contribute the remaining amount necessary to fund the benefits of 
its members. using the actuarial basis recommended by the PERS actuaries and actuarial 
consultants and adopted by the Board of Administration. The District paid the employer 
and employees' contributions through June 20, 1 998.  Effective June 2 1 .  1 998, the District 
began to pay 5 .485% and the employee paid 1 .5 1 5% of the required employee 
contribution. Effective June 1 8, 2000, the District began to pay the total 7% of the 
required employee contribution. 

Annual Pension Cost 

PERS uses the Entry Age Normal Actuarial Cost Method. which is a projected benefit 
cost method. That is. it takes into account those benefits that are expected to be earned in 
the future as wel l  as those already accrued. According to this cost method, the normal 
cost for an employee is the level amount which would fund the projected benefit if it were 
paid annually from date of employment until retirement. PERS uses a modification of the 
Entry Age Cost Method in which the employer's total normal cost is expressed as a level 
percentage of payroll. PERS also uses the level percentage of payroll method to amortize 
any unfunded actuarial liabilities; however, the District has no unfunded actuarial 
liability. 
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Notes to Financial Statements ( continued) 

6. Defined Benefit Pension Plan (continued) 

Annual Pension Cost (continued) 

The significant actuarial assumptions used to compute the actuarially determined 
contribution requirement included: (a) a rate of return on the investment of present and 
future assets of 8 .25% a year compounded annually; (b) projected payroll increases of 
3 .  75% a year compounded annually, attributable to inflation: (c) projected annual salary 
and merit increases that vary by duration of service; and ( d) a rate of inflation of 3 .5%. 

The total contribution paid to the PERS for 2000 and 1 999 was $ 1 ,593,245 and 
$ 1 .54 1 ,6 1 3 , respectively. In 2000, the District paid $ 1 .42 1 .675 and the employees paid 
$ 1 7 1 �570 .  In 1 999, the District paid $ 1 ,3 74,642 and the employees paid $ 1 66,971 . The 
contributions were made in accordance with actuarially determined requirements 
computed through an actuarial valuation performed prior to the beginning of each fiscal 
year by the PERS Actuarial Division. The combined employer and employee contribution 
consisted of 7.0% of current covered payroll and no amount to amortize unfunded 
actuarial accrued l iabil ity, since the District has an overfunded actuarial liability position 
as a result of actuarial gains. In order to maintain a level pattern of contributions, the 
District has chosen to amortize the overfunded actuarial liabi lity as a partial offset in 
perpetuity to contributions otherwise required. 

Trend Information 

Trend information gives an indication of the progress made in accumulating sufficient 
assets to pay benefits when due. The District 's specific three-year trend information 
follows : 

Three-year trend information for PERS (dollar amounts in millions) :  

Fiscal Annual Percentage Net 
Year Pension Cost of APC Pension 

Ending (APC) Contributed Obligation 

06/30/98 $ 2. 14  1 00% $ -
06/30/99 1 .54 1 00% 
06/30/00 1 .59 1 00% 
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6. Defined Benefit Pension Plan (continued) 

Trend Information (continued) 

Schedule of funding progress for PERS (dollar amounts in millions): 

(2) Entry 
Age OAAL as a 

Actuarial Overfunded Percentage of 
Actuarial (I) Actuarial Accrued AAL (5) Covered 
Valuation Value of Liability (OAAL) Funded Ratio Covered Payroll 

Date Assets (AAL) (2)-( 1 )  ( 1 )(2) Pavroll (4)(5) 

06/30196 $ 63.88 $ 61 .62 $ 2.26 ! 03 . 7% $ 20.09 1 1 .22% 
06/30/97 75.96 65.53 10.43 1 1 5 .9% 20.98 49.7 1% 
06/30/98 10 1 .02 70.95 30.07 142.4% 2 1 .07 142.75% 

7. Defined Contribution Plan 

The District has a 40 1 (a) money purchase defined contribution plan (Plan) covering all 
employees of the District who have completed one year of service. The Plan was adopted 
in January 1 978 and may be amended by the District provided the trustee joins in such 
amendment. The District is required to contribute 7 . 1 5% of each eligible employee's 
compensation up to a maximum annual compensation of $ 1 6,500. The District's 
contributions to the Plan were $570,649 and $56 1 ,  1 99 in 2000 and 1 999, respectively. 

8. Post-Employment Benefits 

The District provides post-employment health care benefits to all qualified employees 
who meet the District's Public Employment Retirement System (PERS) current plan 
requirements. For all regular District employees, five years of full-time, continuous 
employment with the District is required. In addition, the employee must be at least 50 
years of age and have participated in the PERS plan for at least five years as well as 
receiving service retirement benefits pursuant to the terms and conditions of the District's 
PERS plan. The District pays a fixed sum, not to exceed l 00% of the medical plan 
premium from the date of retirement for the life of the retired employee. Depending on 
the PERS payment plan chosen by the employee for spousal coverage after the death of 
the employee, the District would also cover the spouse for life under the same plan. 
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8. Post-Employment Benefits (continued) 

The District finances the plan on a pay-as-you-go basis. In 2000 and 1 999, the District 
paid $585,995 and $460,549, respectively, in post-employment health care benefits, net of 
retiree contributions, and had 1 44 and 1 4 1  retired eligible employees, respectively. 

9. Contributed Capital 

The changes in contributed capital at June 30 are summarized as follows: 

Balance at beginning of year 
Utility plant contributed by developers and 

others 
Balance at end of year 

10. Tunnel Water Seepage Agreement 

2000 

$ 539,056,201 

7,149,126 
$ 546,205,327 

1999 

$ 530. 1 84,520 

8.87 1 ,68 1 
$ 539.056.20 1 

In 1 95 1 ,  the District entered into an agreement with the Metropolitan Water District 
setting forth the terms and conditions of annexation to the Metropolitan Water District 
service area. Among other provisions, the agreement provided that for all future time. the 
tunnel water seepage of the Metropolitan Water District 's San Jacinto tunnel would come 
under the control and be delivered free to the District. In 1 953 .  the District established an 
intangible asset that represented the value of this agreement based on an engineering 
report by Warren 0. Wagner, consulting hydraulic engineer. The original appraisal was 
established at $ 1 ,669 ,000 based on an annual value of this additional water at 5,840 acre 
feet per year at $ 1 0.00 per acre foot and a money value of 3.5%. This value was 
reevaluated in 1 957  with Mr. Wagner and a revised value of $ 1 .750,900 was established 
based on $ 1 2 .00 per acre foot and a 4 .0% value of money. 

1 1 . Commitments 

Construction Contracts 

The District is committed to approximately $2,440,000 of open construction contracts as 
of June 30, '.2000. 
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1 1 .  Commitments ( continued) 

Claims and Judgments 

The District is exposed to various risks of loss related to torts, theft, damage, and 
destruction of assets, error and omissions, road and walkway design hazards, vehicle 
accidents and natural disasters for which the District maintains various insurance 
programs. The District has entered into contracts to supervise and administer these 
programs. 

The District retains risk per occurrence of $300,000 for loss sustained by the employer 
(District), because of liability imposed on the employer (District) by the Workers· 
Compensation Act, with unlimited excess insurance above the self-insured retention 
(SIR) of $300,000. For general liability, the District maintains excess insurance coverage 
of $ 1 0  million per occurrence with a $2,000,000 SIR. 

Liabilities are recorded when it is probable that a loss has been incurred and the amount 
of the loss can be reasonably estimated. The liability for claims and judgments is included 
in accrued expenses. Changes in claims payable for the years ended June 30  are as 
follows: 

Unpaid claims, beginning 
Incurred claims and changes in estimates 
Claim payments 
Unpaid claims, ending 

Assessment District Bonds 

$ 

$ 

2000 

594,002 
950,139 

{698,908) 
845,233 

1999 

$ 1 40,000 
1 ,039, 1 85 
{585. 1 83) 

$ 594,002 

These bonds are not direct liabilities of the District, and their payment is secured by valid 
assessment liens on certain lands. Reserves have been established from the bond proceeds 
to meet delinquencies should they occur. Neither the faith and credit nor the taxing power 
of the District is pledged to the payment of the bonds. If delinquencies occur beyond the 
amounts held in those reserves, the District has no duty to pay those delinquencies out of 
any other available funds. The District acts solely as an agent for those paying 
assessments and the bond holders. The Assessment District Bonds outstanding at June 30, 
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Notes to Financial Statements ( continued) 

2000 and 1 999, were $ 1 6,663,970 and $ 1 8,66 1 ,423 , respectively, and are not included in 
the District 's financial statements. 
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12. Contingencies 

The District is a defendant in various legal actions. Management believes that the 
ultimate resolution of these actions will not have a significant effect on the District's 
financial position or results of operations. 

13. Santa Ana Watershed Project Authority 

The Santa Ana Watershed Project Authority was formed in 1 975, pursuant to the 
provisions of Article 1 ,  Chapter 5, Division 7, Title 1 of the Government Code of the 
State of California relating to the joint exercise powers common to public agencies, for 
the purpose of undertaking projects for water quality control and protection and pollution 
abatement in the Santa Ana Watershed. The authority is governed by a ten-member Board 
of Commissioners, constituting of two members from each of the five-member agencies. 
Eastern Municipal Water District became a member in September 1 984. An independent 
audit report is prepared annually and is available for public disclosure. 

14. Groundwater Pumpers Association 

This association was fonned in 1 99 1  and includes membership from local agencies that 
are concerned about the Hemet/San Jacinto water basin. Members include the District, 
Lake Hemet Municipal Water Distric4 City of Hemet and the City of San Jacinto. Each 
member has financially participated and the District has deposited a total of $64,384 since 
its formation. This represents approximately 5 1  % of all deposits. At June 30, 2000, the 
total association cash was $37,625. Therefore, the District's share is approximately 
$ 19, 1 89. At this time, the association is inactive and resolution of the remaining funds 
has not been determined. 

15. Effect of New Pronouncements 

In June 1 999, GASB issued Statement No. 34, Basic Financial Statements-and 
Management 's Discussion and Analysis-for State and Local Governments. This statement 
establishes financial reporting standards for state and local governments. Under the 
revised requirements, governmental financial statements will include management's 
discussion and analysis (MD&A), basic financial statements from both a govemment
wide perspective and a fund perspective and required supplementary information. 
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15. Effect of New Pronouncements (continued) 

GASB No. 34 will become effective in three phases based on a government's total annual 
revenues in the first year ending after June 1 5, 1 999. The District will be required to 
implement GASB No. 34  for the first fiscal year ending June 30, 2002. 

The District has elected not to early implement GASB No. 34 and has detennined its 
effects will not be material on the District's financial statements. 
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APPENDIX C 

SUMMARY OF PRINCIPAL LEGAL DOCUMENTS 

I. SUMMARY OF CERTAIN PROVISIONS OF THE MASTER RESOLUTION, THE 
1991A TRUST AGREEMENT AS AMENDED AND SUPPLEMENTED BY THE 
FIRST SUPPLEMENT TO THE 1 991A TRUST AGREEMENT AND SECOND 
SUPPLEMENT TO THE 1991A TRUST AGREEMENT Al"D THE 1991 
INSTALLMENT SALE AGREEMENT AS AMENDED AND SUPPLEMENTED BY 
THE FIRST AMENDMENT TO THE 1991A INSTALLMENT SALE AGREEMENT 
AND THE SECOND AMENDMENT TO THE 1991A INSTALLMENT SALE 
AGREEMENT 

A. CERTAIN DEFINITIONS 

"Accreted Values" means, with respect to any Capital Appreciation Bonds or Capital Appreciation 
Certificates or other Capital Appreciation Parity Obligations, (i) as of any Valuation Date, the Accreted Value 
of any Capital Appreciation Bond or any Capital Appreciation Certificate or other Capital Appreciation Parity 
Obligations set forth for such date in the instrument authorizing such Capital Appreciation Bond or Capital 
Appreciation Certificate or other Capital Appreciation Parity Obligation, and (ii) as of any date other than a 
Valuation Date, the sum of (a) the Accreted Value on the preceding Valuation Date and (b) the product of ( l )  a 
fraction, the numerator of which is the number of days having elapsed from the preceding Valuation Date and 
the denominator of which is the number of days from such preceding Valuation Date to the next succeeding 
Valuation Date, and (2) the difference between the Accreted Values for such Valuation Dates. 

"Accreted Value Payment Dates" means any Installment Sale Payment Date or Other Parity 
Obligation Payment Date on which Accreted Value is payable. 

"Annual Information" means the information specified under the continuing disclosure provisions of 
the l 991A Trust Agreement. 

"Appreciated Value" means, with respect to any Deferred Income Bond or Deferred Income 
Certificate or other Deferred Income Parity Obligation, prior to the Interest Commencement Date, (i) as of any 
Valuation Date, the Appreciated Value of any Deferred Income Bond or any Deferred Income Certificate or 
other Deferred Income Parity Obligation set forth for such date in the instrument authorizing such Deferred 
Income Bonds or Deferred Income Certificate or other Deferred Income Parity Obligation and (ii) as of any 
date other than a Valuation Date, the sum of (a) the Appreciated Value on the preceding Valuation Date and 
(b) the product of ( 1 )  a fraction, the numerator of which is the number of days having elapsed from the 
preceding Valuation Date and the denominator of which is the number of days from such preceding Valuation 
Date to the next succeeding Valuation Date, and (2) the difference between the Appreciated Values for such 
Valuation Dates. 

"Appreciated Value Payment Date" means any Installment Sale Payment Date or Other Parity 
Obligation Payment Date on which Appreciated Value is payable. 

"Assumed Amortization Periods" means, with respect to any Parity Obligations, the principal and 
interest requirements of which are to be recast for purposes of a calculation of the Debt Service Coverage 
Ratio or in connection with the incurrence of Interim Parity Obligations, the period of time determined, at the 
election of the District, pursuant to either paragraph (a) or paragraph (b) below: 

(a) twenty-five (25) years; or 
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(b) the period of time, not exceeding twenty-five (25) years, set forth in an opinion of an 
Experienced Banker or Advisor, selected by the District, as being the maximum period of time over 
which obligations having comparable terms and security issued or incurred by water and sewer 
districts of comparable type and credit standing would, if then being offered, be marketable on 
reasonable and customary terms. 

"Assumed Interest Rate" means, with respect to any Parity Obligations, the principal and interest 
requirements of which are to be recast for purposes of a calculation of the Debt Service Coverage Ratio or in 
connection with the incurrence of Interim Parity Obligations, the rate per annum determined as of the last 
Business Day of the preceding calendar month and determined, at the election of the District, pursuant to 
clause (i) or clause (ii) below: 

(i) a rate per annum equal to ( 1 )  ninety percent (90% ), if interest on the Parity 
Obligations is exempt from Federal income taxation, or (2) one hundred ten percent ( 1 1 0%), 
if interest on the Parity Obligations is subject to Federal income taxation, of the most recently 
published daily yields to maturity of United States Treasury securities adjusted to a constant 
maturity of thirty (30) years as published by the Board of Governors of the Federal Reserve 
System; or 

(ii) the rate per annum set forth in an opinion of an Experienced Banker or 
Advisor, selected by the District, as being the lowest rate of interest (which may be a rate 
which reflects the exemption of such interest from Federal income taxation if such exemption 
is then available) at which obligations having comparable terms and security, amortized on a 
level debt service basis over a period of time equal to the Assumed Amortization Period, and 
issued or incurred by water and sewer districts of comparable type and credit standing would, 
if being offered as of such last Business Day of the calendar month, be marketable on 
reasonable and customary terms, provided that such rate shall not be less than the rate 
specified in the "Revenue Bond Index" published in The Bond Buyer, or successor index, as 
in effect on the date of such opinion. 

"Average Annual 1 99 1A  Installment Sale Payments" means the average total 1 99 1A Installment Sale 
Payments payable per 199 1  A Installment Sale Payment Year during the period commencing with the then 
current 1 99 1A Installment Sale Payment Year and terminating with the 1 991A Installment Sale Payment Year 
ending on July 1 ,  2023. 

"Bond or Contract or Other Parity Reserve Fund" means any debt service reserve fund established to 
secure the payment of Bond Payments or Installment Sale Payments or Other Parity Obligation Payments. 

"Bond Payments" means the principal and interest payments scheduled to be paid by the District on 
Bonds. 

"Bonds" means all revenue bonds of the District authorized, executed, issued and delivered by the 
District under and pursuant to applicable law, the interest and principal and redemption premium, if any, 
payments under and pursuant to which are payable from Net Water and Sewer Revenues on a parity with all 
other Parity Obligations. 

"Business Days" means any day other than a Saturday, Sunday or legal holiday in the State of 
California. 

"Capital Appreciation Bonds" means any Bonds described as such when issued and as to which 
interest is payable only at the maturity or prior redemption of such Bonds. 
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"Capital Appreciation Certificates" means any certificates of part1c1pation in Installment Sale 
Payments described as such when issued and as to which interest is payable only at the maturity or prior 
redemption of such Certificates. 

"Capital Appreciation Parity Obligations" means Parity Obligations described as such when issued 
and as to which interest is payable only at the maturity or prior redemption of such Parity Obligations, except 
Capital Appreciation Bonds and Capital Appreciation Certificates. 

"Certificates" means the 1 99 1A Certificates, the 1 997A Certificates and the 2001A Certificates. 

"Certificate Payment Date" means, with respect to any Certificate, the Certificate Payment Date 
designated therein, which is the July 1 on which, or in the case of Certificates subject to mandatory sinking 
fund prepayment by which, the principal installment evidenced and represented thereby shall become due and 
payable. 

"Certificate Year" means with respect to the Certificates, the period beginning on the Delivery Date 
and ending on any date during the one-year period beginning on the delivery date, selected by the District in 
the Tax Certificate, and each successive twelve month (or shorter) period thereafter until there are no longer 
any obligations represented by the Certificates outstanding. 

"Code" means the Internal Revenue Code of 1 986, as amended, and the regulations issued thereunder. 

"Completion Parity Obligations" means any Long-Term Parity Obligations or Interim Parity 
Obligations incurred or issued by the District for the purpose of financing the completion of a Project for 
which Long-Term Parity Obligations or Interim Parity Obligations have already been issued or incurred. 

"Contracts" means Installment Sale Agreements, Leases and Contracts of Indebtedness. 

"Contracts of Indebtedness" means contracts of indebtedness or similar obligations of the District 
authorized and executed by the District under and pursuant to applicable law, the interest and principal 
payments under and pursuant to which are payable from Net Water and Sewer Revenues on a parity with all 
other Parity Obligations. 

"Convertible Parity Obligations" means Parity Obligations which by their terms permit the District or 
another designated party on one or more occasions to elect or modify the period for which the rate of interest 
thereon is fixed. 

"Cost of Issuance" means all items of expense directly or indirectly payable by or reimbursable to the 
Corporation or the District and related to the authorization, execution and delivery of the 1 99 1  A Installment 
Sale Agreement and the 1 99 1  A Trust Agreement and the related sale of the Certificates, or to the authorization, 
execution and delivery of amendments of or supplements to the l 99 1A Installment Sale Agreement and the 
1 99 1 A  Trust Agreement and the related sale of the 1 997A Certificates and the 2001 A  Certificates, including, 
but not limited to, cost of preparation and reproduction of documents, costs of rating agencies and costs to 
provide information required by rating agencies, filing fees, initial fees and charges of the Trustee, fees and 
charges of the Corporation, legal fees and charges, fees and expenses of consultants and professionals, fees and 
expenses of the financial advisor, fees and charges for preparation, execution and safe keeping of the 
Certificates or any other charge, cost or fee in connection with the original sale, execution and delivery of the 
Certificates. 

"Credit Enhanced Parity Obligations" means Parity Obligations the principal of and interest on which 
are secured by the proceeds of an irrevocable letter of credit, surety bond, insurance policy or other credit 
facility or arrangement with a person whom the District is obligated to reimburse for advances made for 
amounts due on such Credit Enhanced Parity Obligations. 
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"Current Water and Sewer Revenues" means all gross income and revenue received or receivable by 
the District from the ownership or operation of the Water and Sewer System, determined in accordance with 
Generally Accepted Accounting Principles, including all rates, fees, charges (including cormection fees and 
charges and standby or water availability charges) and business intenuption insurance proceeds received by 
the District for the Water and Sewer Service and the other services of the Water and Sewer System and all 
other income and revenue howsoever derived by the District from the ownership or operation of the Water and 
Sewer System or arising from the Water and Sewer System, and also including ( 1 )  all income from the deposit 
or investment of any money in the Water and Sewer Revenue Fund, the General Reserve Fund and the Rate 
Stabilization Fund, (2) all income from the deposit or investment of money held in the Installment Sale 
Payment Fund, the Subordinate Obl igation Payment Fund or any Bond or Contract or Other Parity Reserve 
Fund or other fund (including, without limitation, a construction or acquisition fund) established pursuant to a 
Trust Agreement to the extent such income is required to be available to pay Bond Payments or Installment 
Sale Payments or Other Parity Obligation Payments or is required to be deposited in the Water and Sewer 
Revenue Fund, and (3) benefit assessments and any proceeds of taxes to the extent the proceeds of such 
assessments or taxes may be legally pledged to the payment of Parity Obligations, but excluding any proceeds 
of taxes and any refundable deposits made to establish credit and advances or contributions in aid of 
construction. 

"Debt Service" means, for any Fiscal Year or other period, the sum of ( 1 )  the interest accruing during 
such Fiscal Year or period on all Outstanding Bonds, assuming that all Outstanding serial Bonds are retired as 
scheduled and that all Outstanding term Bonds are redeemed or paid from sinking fund payments as scheduled, 
(2) that portion of the principal amounts of all Outstanding serial Bonds maturing on the next succeeding 
principal payment date that would have accrued during such Fiscal Year or period if such principal amounts 
were deemed to accrue daily in equal amounts from the next preceding principal payment date or during the 
year preceding the first principal payment date, as the case may be, (3) that portion of the principal amount of 
all Outstanding term Bonds required to be redeemed or paid on the next succeeding redemption date (together 
with the redemption premiums, if any, thereon) that would have accrued during such Fiscal Year or period if 
such principal amount (and redemption premiums) were deemed to accrue daily in equal amounts from the 
next preceding redemption date or during the year preceding the first redemption date, as the case may be, 
( 4) that portion of the Installment Sale Payments required to be made at the times provided in Contracts that 
would have accrued during such Fiscal Year or period if such Installment Sale Payments were deemed to 
accrue daily in equal amount from, in each case, the next preceding Installment Sale Payment Date of interest 
or principal, as the case may be, and (5) that portion of the Other Parity Obligation Payments required to be 
made at the times provided in the Other Parity Obligations that would have accrued during such Fiscal Year or 
period if such Other Parity Obligation Payments were deemed to accrue daily in equal amount from the next 
preceding Other Parity Obligation Payment Date or, with respect to the principal portion thereof, during the 
year preceding the first principal payment date, as the case may be; provided, that ( 1 )  if any of such Bonds are 
Capital Appreciation Bonds or Deferred Income Bonds, or if the Installment Sale Payments due under any 
such Contracts are evidenced by Capital Appreciation Certificates or Deferred Income Certificates, or if any 
Other Parity Obligation Payments due under any such Other Parity Obligations constitute Capital Appreciation 
Parity Obligations or Deferred Income Parity Obligations, then the principal and interest portion of the 
Accreted Value of all such Capital Appreciation Parity Obligations and the Appreciated Value of all such 
Deferred Income Obligations becoming due at maturity or on a scheduled redemption date shall be included in 
the calculations of Debt Service made under this definition only from and after the date (the "Calculation 
Date") which is one year (or such lesser period if so provided in the instrument authorizing such Obligation) 
prior to the date on which such Accreted Value or Appreciated Value becomes so due, and the principal and 
interest portions of such Accreted Value or Appreciated Value shall be deemed to accrue in equal daily 
installments from the Calculation Date to such date, and (2) that the principal amount of Option Parity 
Obligations tendered for payment and not remarketed before the stated maturity thereof shall be deemed to 
accrue on the date required to be paid pursuant to such tender in the marmer and only to the extent required by 
the instrument authorizing such Option Parity Obligations; and provided further, that "Debt Service" shall not 
include ( 1 )  payments due on general obligation bonds for which ad valorem property taxes have been levied 
and pledged and other general obligation debts for which ad valorem taxes are then being levied and collected 
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or (2) interest on Bonds or Contracts or Other Parity Obligations which are to be paid from amounts 
constituting capitalized interest held pursuant to a Trust Agreement. 

"Debt Service Reserve Fund Requirement" means, as of any date of calculation, an amount equal to 
the least of $9,999,500, or one hundred percent ( 100%) of Maximum Annual 1 99 1A Installment Sale 
Payments or one hundred twenty-five percent ( 125%) of Average Annual 199 1A Installment Sale Payments. 

"Debt Service Coverage Ratio" means for the period in question the ratio of Net Water and Sewer 
Revenues to the Maximum Annual Debt Service; provided, however, that for purposes of calculating such 
ratio: 

(a) principal and interest requirements on Long-Term Parity Obligations, or portions 
thereof, shall not be included in the computation of the Maximum Annual Debt Service (i) for any 
period to the extent such principal or interest, or portions thereof, is payable from amounts (including 
investment earnings thereon, if any) deposited in trust with a bank or other financial institution for the 
payment thereof (including without limitations capitalized interest and accrued interest so deposited 
into trust, escrowed or otherwise set aside) or (ii) for any period occurring after the date on which the 
Long-Term Parity Obligations are to be redeemed from. monies (including investment earnings 
thereon, if any) which are ( 1 )  irrevocably deposited in trust with a bank or other financial institution 
for such purpose, (2) invested in Defeasance Securities pending their application to such purpose and 
(3) verified by an independent certified public accountant as sufficient for such purpose, provided that 
notice of such redemption shall have been given or arrangement shall have been made therefor, or 
waiver of such notice shall have been received by the District; 

(b) any Long-Term Parity Obligations having a single principal maturity and no sinking 
fund redemption requirements, or having a principal amount due in any Fiscal Year which exceeds an 
amount equal to 200% of the maximum principal amount of such Long-Term Parity Obligations that 
would have become due (whether at maturity or pursuant to sinking fund redemption requirements) in 
such Fiscal Year if such Parity Obligations Outstanding on the date of calculation had been amortized 
on a level debt service basis from the date of calculation over the stated term of such Parity 
Obligations, shall be deemed to bear interest at the Assumed Interest Rate and determined in 
accordance with paragraph ( c) of the definition of Assumed Interest Rate and shall be deemed to be 
amortized on a level debt service basis over a period of time equal to the Assumed Amortization 
Period; 

(c) the interest on any Variable Rate Parity Obligations shall be calculated in accordance 
with the definition of Assumed Interest Rate; 

(d) the annual principal and interest payment on Long-Term Parity Obligations arising 
from any Guaranty shall be taken into account as follows: 

(i) if at any time within the three full Fiscal Years immediately preceding the 
computation date, the obligee of the guaranteed obligation shall have demanded that the 
District pay principal of or interest on the guaranteed obligation and if, within thirty (30) 
calendar days of the District's receipt of such demand, the District shall have failed to obtain 
an Opinion of Counsel to the effect that the District is not legally obligated to honor such 
demand, then 1 00% of the annual principal and interest payment scheduled to become due on 
the guaranteed obligations; or 

(ii) otherwise, twenty percent (20%) of the annual principal and interest 
payments scheduled to become due on the guaranteed obligations; 
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( e) principal and interest on Option Parity Obligations Certificates shall be determined in 
accordance with paragraph (h) under the caption "Summary of Certain Provisions of the Master 
Resolution - Additional Bonds and Contracts and Other Parity Obligations"; 

(f) principal and interest on Convertible Parity Obligations shall be determined in 
accordance with paragraph (i) under the caption "Summary of Certain Provisions of the Master 
Resolution - Additional Bonds and Contracts and Other Parity Obligations"; and 

(g) principal and interest on Credit Enhanced Parity Obligations shall be determined in 
accordance with paragraph U) under the caption "Summary of Certain Provisions of the Master 
Resolution-Additional Bonds and Contracts and Other Parity Obligations". 

"Defeasance Securities" means and includes, if and to the extent the same are permitted by law, only 
such securities as are described in clauses (i), (ii) and (iii) below which shall not be subject to redemption prior 
to their maturity other than at the option of the holder thereof, or as to which an irrevocable notice of 
redemption of such securities on a specified redemption date has been given and such securities are not 
otherwise subject to redemption prior to such specified date other than at the option of the holder thereof, as 
follows: 

(i) any bonds or other obligations which as to principal and interest constitute 
direct non-callable obligations of, or are unconditionally guaranteed as to the timely payment 
of principal and interest by, the United States of America, including obligations of any of the 
Federal agencies to the extent unconditionally guaranteed as to the timely payment of 
principal and interest by the United States of America; 

(ii) any bonds or other obligations of any state of the United States of America 
or of any agency, instrumentality or local governmental unit of any such state (a) which are 
not callable prior to maturity or as to which irrevocable instructions have been given to the 
trustee of such bonds or other obligations by the obligor to give due notice of redemption and 
to call such bonds for redemption on the date or dates specified in such instructions, (b) which 
are secured as to principal and interest and redemption premium, if any, by a fund consisting 
only of cash or bonds or other obligations of the character described in clause (i) hereof, 
which fund may be applied only to the payment of such principal of and interest and 
redemption premium, if any, on such bonds or other obligations on the maturity date or dates 
thereof or the redemption date or dates specified in the irrevocable instructions referred to in 
subclause (a) of this clause (ii), as appropriate, and (c) as to which the principal of and 
interest on the bonds and obligations of the character described in clause (i) hereof which 

have been deposited in such fund along with any cash on deposit in such fund are sufficient to 
pay principal of and interest and redemption premium, if any, on the bonds or other 
obligations described in this clause (ii) on the maturity date or dates thereof or on the 
redemption date or dates specified in the irrevocable instructions referred to in subclause (a) 
of this clause (ii), as appropriate; provided, however, any such bonds or obligations of any 
state of the United States of America or of any agency, instrumentality or local governmental 
unit of any state as described above shall be rated "AAA" by S&P and/or "Aaa" by Moody's; 
and 

(iii) certificates that evidence ownership of the right to payments of principal or 
interest on obligations described in clause (i), but only if the same constitute Refcorp interest 
strips, CATS, TGRS and STRPS (as such terms are used in the municipal bond industry). 

"Deferred Income Bonds" means any Bonds as to which accruing interest is not paid prior to the 
Interest Commencement Date specified in the instrument authorizing such Bonds. 
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"Deferred Income Certificates" means any certificates of participation in Installment Sale Payments as 
to which accruing interest is not paid prior to the Interest Commencement Date. 

"Deferred Income Parity Obligations" means Parity Obligations as to which accruing interest is not 
paid prior to the Interest Commencement Date specified in the instrument authorizing such Parity Obligations, 
except Def erred Income Bonds and Deferred Income Certificates. 

"Delivery Date" means the date of the delivery of the Certificates to the initial purchaser thereof. 

"Dissemination Agent" means, initially, U.S. Trust Company, National Association, acting in its 
capacity as Dissemination Agent under the 199 1A Trust Agreement, or any successor Dissemination Agent 
designated in writing by the District which has filed with the then current Dissemination Agent a written 
acceptance of such designation. 

"Escrow Bank" means U.S. Trust Company, National Association, acting in its capacity as escrow 
bank pursuant to the Second 1 99 1  A Escrow Agreement. 

"Experienced Banker or Advisor" means a reputable investment banker experienced in underwriting 
obligations of the type which is the subject of an opinion rendered in accordance with a provision of this 
Master Resolution, or a reputable financial advisor experienced in advising issuers in connection with such 
issuers' issuance of obligations of the type which is the subject of an opinion rendered in accordance with a 
provision of this Master Resolution. 

"First Amendment to the 1 99 1  A Installment Sale Agreement" means that certain First Amendment to 
the 1 99 1  A Installment Sale Agreement executed and entered into as of April 1 ,  1 997, by and between the 
Corporation and the District. 

"First Supplement to the 1 991A Trust Agreement" means that certain First Supplement to the 199 1A  
Trust Agreement executed and entered into as of April 1 ,  1997, by and among the Trustee, the Corporation and 
the District. 

"Fiscal Year" means the period beginning on July 1 of each year and ending on the next succeeding 
June 30, or any other annual accounting period selected and designated by the Board of Directors of the 
District as the Fiscal Year of the District. 

"GAAP" means generally accepted accounting principles applicable to the District, as in effect from 
time to time. 

"Generally Accepted Accounting Principle" means the uniform accounting and reporting procedures 
set forth in publications of the American Institute of Certified Public Accountants or its successor, or by any 
other generally accepted authority on such procedures, and includes, as applicable, the standards set forth by 
the Governmental Accounting Standards Board or its successor. 

"Guaranty" means a loan commitment or other obligation of the District, which loan commitment or 
other obligation guarantees in any manner, whether directly or indirectly, any obligation of any other person 
and which obligation of the District is payable from Net Water and Sewer Revenues on a parity with all other 
Parity Obligations; provided that "Guaranty" shall not include Maintenance and Operation Obligations. 

"Installment Sale Payment Date" means any date on which Bond Payments or Installment Sale 
Payments are scheduled to be paid by the District under and pursuant to any Contract or Bonds. 

"Installment Sale Payments" means Contract Payments, Installment Sale Payments or Lease 
Payments. 
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"Installment Sale Agreements" means installment sale agreements or similar obligations of the 
District authorized and executed by the District under and pursuant to applicable law, the interest and principal 
payments under and pursuant to which are payable from Net Water and Sewer Revenues on a parity with all 
other Parity Obligations. 

"Installment Sale Payments" means the installment sale or other periodic payments scheduled to be 
paid by the District under and pursuant to Installment Sale Agreements. 

"Insurance Policy" means the municipal bond new issue insurance policy issued by the Insurer that 
guarantees payment of principal and interest evidenced and represented by the Certificates. 

"Insurer" means, in the context of the Insurance Policy and the Certificates other than the 1 997 A 
Certificates or the 200 1 A  Certificates, Financial Guaranty Insurance Company, a New York stock insurance 
company, or any successor thereto, or, in the context of the 1997 A Insurance Policy and the 1997 A 
Certificates, the 1997 A Insurer or, in the context of the 2001 A Insurance Policy and the 2001 A Certificates, 
the 2001 A Insurer. 

"Interest Commencement Date" means, with respect to any particular Deferred Income Bonds or 
Deferred Income Certificates or other Deferred Income Parity Obligations, the date specified in the instrument 
authorizing such Bonds or Certificates or other Deferred Income Parity Obligations (which date must be prior 
to the maturity date for such Bonds or Certificates or other Deferred Income Parity Obligations) after which 
interest accruing on such Bonds or Certificates or other Deferred Income Parity Obligations shall be payable 
with the first such payment date being the applicable interest payment date immediately succeeding such 
Interest Commencement Date. 

"Interest Payment Date" means a date on which interest installments evidenced and represented by the 
200 1A  Certificates becomes due and payable, being January 1 and July 1 of each year to which reference is 
made, commencing on July 1, 200 1 .  

"Interim Parity Obligations" means Parity Obligations incurred o r  assumed in anticipation of being 
refinanced or refunded with Long-Term Parity Obligations. 

"Law" means the Municipal Water District Law of the State of California, being Division 20 of the 
Water Code of California, as amended, and any laws amendatory thereof or supplemental thereto. 

"Lease Payments" means the rental payments scheduled to be paid by the District under and pursuant 
to Leases. 

"Leases" means capital leases or similar obligations of the District authorized and executed by the 
District under and pursuant to applicable law, the interest and principal payments under and pursuant to which 
are payable from Net Water and Sewer Revenues on a parity with the payment of an other Parity Obligations. 

"Liquidity Backer" means any bank or other financial institution whose long term indebtedness is 
rated AA or better by Standard & Poor's Corporation or whose long term indebtedness is rated Aa or better by 
Moody's Investors Service, Inc., such ratings to be determined without regard to "+" or "-". 

"Long-Term," when used in connection with Parity Obligations, shall mean Parity Obligations having 
an original maturity greater than one year or renewable at the option of the District for a period greater than 
one year from the date of original incurrence or issuance thereof, which shall not include the current portion of 
such Long-Term Parity Obligations as determined in accordance with Generally Accepted Accounting 
Principles. 
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"Maintenance and Operation Costs" means all payments in respect of Maintenance and Operation 
Obligations plus all costs paid or incurred by the District for maintaining and operating the Water and Sewer 
System, determined in accordance with Generally Accepted Accounting Principles, including all costs of water 
purchased or leased by the District, and including all expenses of management and repair and other expenses 
necessary to maintain and preserve the Water and Sewer System in good repair and working order, and 
including all administrative costs of the District, such as salaries and wages of employees, overhead, taxes (if 
any) and insurance premiums, and including all other costs of the District or charges required to be paid by it 
to comply with the terms of the Master Resolution or of any resolution authorizing the execution of any Parity 
Obligations, such as compensation, reimbursement and indemnification of the trustee, seller, lender or lessor 
for any such Parity Obligations, and fees and expenses of independent certified public accountant; but 
excluding in all cases ( 1 )  depreciation, replacement and obsolescence charges or reserves therefor and 
amortization of intangibles, premiums and discounts, (2) interest expense and (3) amounts paid from other than 
Water and Sewer Revenues (including, but not limited to, amounts paid from the proceeds of ad valorem 
property taxes). 

"Maintenance and Operation Obligation" means any contract or lease for the purchase of any 
facilities, properties, structures, or works, or any loan of credit to or guaranty of debt, claims or liabilities of 
any other person for the purpose of obtaining any facilities, properties, structures or works, the final payments 
under which are due more than five years following the effective date thereof, so long as in each case the 
payments thereunder are to constitute Maintenance and Operation Costs. 

"Master Resolution" means the Resolution of the Board of Directors of the Eastern Municipal Water 
District Providing for the Allocation of Water and Sewer System Revenues and Establishing Covenants to 
Secure the Payment of Obligations Payable from Net Water and Sewer Revenues, adopted by the Board of 
Directors of the District on March 20, 1 99 1 ,  as amended by the First Supplemental Master Resolution adopted 
by the Board of Directors of the District on May 1 3, 1 993, as it may be from time to time further modified, 
amended or supplemented. 

"Maximum Annual Debt Service" means the greatest total Debt Service on Long-Term Parity 
Obligations (computed in accordance with clauses (a) through (g) of the definition of Debt Service Coverage 
Ratio) due in any Fiscal Year during the period commencing with the Fiscal Year in which such computation 
is made and terminating ( except as otherwise provided in paragraph ( e) under the caption "Summary of Certain 
Provisions of the Master Resolution-Additional Bonds and Contracts and Other Parity Obligations") with the 
Fiscal Year in which payments are due under the last Outstanding Bond or the last Outstanding Contract or the 
last Outstanding Other Parity Obligation, whichever is later. 

"Maximum Annual 1 99 1A Installment Sale Payments" means the greatest total 199 1A  Installment 
Sale Payments payable in any 1 99 1 A  Instal lment Sale Payment Year during the period commencing with the 
then current 1 99 1A  Installment Sale Payment Year and terminating with the 1 991A Installment Sale Payment 
Year ending on July I ,  2023. 

"Monthly Accrued Debt Service" means, with respect to any month, an amount equal to the sum of 
Debt Service with respect to all Bonds and Contracts and Other Parity Obligations accrued and to accrue to the 
end of such month. 

"Moody's" means Moody's Investors Service, a corporation organized and existing under the laws of 
the State of Delaware, its successors and assigns, and, if such corporation is dissolved or liquidated or no 
longer performs the functions of a securities rating agency, "Moody's" will be deemed to refer to any other 
nationally recognized securities rating agency designated by the District by written notice to the Trustee and 
with the prior written consent of the Insurer so long as the payment of principal and interest with respect to any 
Certificates is guaranteed by the Insurer under the Insurance Policy and the Insurer is not in default under the 
Insurance Policy. 
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"MSRB" means the Municipal Securities Rulemaking Board established in accordance with the 
provisions of Section 1 5B(b )( 1 )  of the Securities Exchange Act of 1934. 

"Net Water and Sewer Revenues" means, for any Fiscal Year or other period, the Water and Sewer 
Revenues during such Fiscal Year or period less the Maintenance and Operations Costs during such Fiscal 
Year or period. 

" 1988 Project" means the acquisition of land for administrative facilities and satellite facilities, the 
construction of administrative facilities, the construction of improvements to the Perris Sewer Treatment Plant 
and the equipment and furnishings for said facilities to be acquired, constructed and installed with the proceeds 
of the 1 988 Certificates, all as contemplated in the 1988 Sublease. 

" 1 988 Sublease" means that certain Sublease and Option to Purchase, dated as of November 1 ,  1 988, 
by and between the District and the Corporation. 

" 1989 Project" means the lease to the Corporation and the leaseback to the District of land for use as a 
disposal site for the Sunnymead Regional Water Reclamation Facility, the lease to the Corporation of the 
Rancho California Regional Water Reclamation Facility and the construction and installation of improvements 
at the Sunnyrnead Regional Water Reclamation Facility and the leaseback to the District of the Rancho Facility 
as improved and the lease to the Corporation of the Rancho California Regional Water Reclamation Facility, 
the construction and installation of improvements at the Rancho Facility and the leaseback of the Rancho 
Facility as improved and the construction and installation of improvements at the Sunnymead Facility, 
including equipment and furnishings for said Facilities to be acquired, constructed and installed with the 
proceeds of the 1989 Certificates, all as contemplated in the 1989 Sublease. 

" 1 989 Sublease" means that certain Sublease and Option to Purchase, dated as of November 1 ,  1 989, 
by and between the District and the Corporation. 

" 1991A  Certificates" means the ninety-nine million, nine hundred ninety-five thousand dollars 
($99,995,000) "Water and Sewer Revenue Refunding Certificates of Participation, Series 199 1A, Evidencing 
and Representing Interests of the Owners Thereof in Installment Sale Payments To Be Made by the Eastern 
Municipal Water District under the 1 991A Installment Sale Agreement" that are executed and delivered by the 
Trustee under and pursuant to the 1 991  A Trust Agreement and are outstanding thereunder. 

" 1 991 A Installment Sale Agreement" means the 1 99 1  A Installment Sale Agreement as defined in the 
front portion of this Official Statement. 

" 199 1A  Installment Sale Payment Dates" means any date on which 199 1A  Installment Sale Payments 
are scheduled to be paid by the District under and pursuant to the 1991A Installment Sale Agreement. 

" 1991  A Installment Sale Payment Year" means the twelve month period ending July 1 of each year. 

" 199 1  A Installment Sale Payments" means the Installment Sale Payment scheduled to be paid by the 
District under and pursuant to the 1 991  A Installment Sale Agreement. 

" 199 1 A  Project" means all of the Corporation's right, title and interest in and to the 1988 Leased 
Premises, the 1988 Project, the 1 989 Leased Premises and the 1 989 Project. 

" 199 1A  Trust Agreement" means that certain Trust Agreement, dated as of June 1 ,  199 1 ,  by and 
among the District, the Corporation and the 199 1 A  Trustee. 

" 1 99 1A  Trustee" means U.S. Trust Company, National Association or any other bank or trust 
company which may at any time be substituted in its place as provided in the 199 1 A  Trust Agreement. 
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" 1 997 A Certificates" means the twenty-one million, eight hundred thirty-five thousand dollars 
(S2 1 ,835,000) "Water and Sewer Revenue Refunding Certificates of Participation, Series 1997 A, Evidencing 
and Representing Interests of the Owners thereof in 1 99 1 A  Installment Sale Payments To Be Made by the 
Eastern Municipal Water District under the 1991A Installment Sale Agreement" authorized and at any time 
Outstanding under the 1 99 1 A  Trust Agreement that are executed and delivered by the Trustee under and 
pursuant to the 1 991A Trust Agreement. 

" 1 997 A Holder" means any registered owner of any 1 997 A Certificate and any actual purchaser of a 
1997 A Certificate during any period in which the 1 997 A Certificates are in book-entry only form and any 
beneficial owner of any 1997 A Certificate within the meaning of Rule 1 3d-3 under the Securities Exchange 
Act of 1 934. 

" 1 997 A Insurance Policy" means the municipal bond new issue insurance policy issued by the 1997 A 
Insurer that guarantees payment of principal and interest evidence and represented by the 1 997 A Certificates. 

" 1 997A Insurer" means MBIA Insurance Corporation, or any successor thereto. 

"Obligation" means, without duplication, (a) all obligations of the District for borrowed money or 
which have been incurred or assumed in connection with the acquisition of any portion of the Water and Sewer 
System; (b) the liability of the District under any lease or other agreement which is properly capitalized on the 
balance sheet of the District in accordance with Generally Accepted Accounting Principles; and ( c) any 
Guaranty. 

"Opinion of Counsel" means a written opinion of counsel of recognized national standing in the field 
of law relating to municipal bonds, retained by the District and reasonably acceptable to the Trustee. 

"Option Bonds" means Bonds which by their terms may be or are required to be tendered by and at 
the option of the holder thereof for payment or purchase by the District or a third party prior to the stated 
maturity thereof. 

"Option Certificates" means any certificates of participation in Installment Sale Payments which by 
their terms may be or are required to be tendered by or at the option of the holder thereof for payment or 
purchase by the District or a third party prior to the stated maturity thereof. 

"Option Parity Obligations" means any Parity Obligations which by their terms may be or are required 
to be tendered by and at the option of the holder or owner thereof for payment or purchase by the District or a 
third party prior to the stated maturity thereof, including without limitation Option Bonds and Option 
Certificates. 

"Other Parity Obligations" means all Parity Obligations except Bonds, Contracts and Reimbursement 
Agreements. 

"Other Parity Obligation Payments" means the periodic payments scheduled to be paid by the District 
under and pursuant to Other Parity Obligations. 

"Other Parity Obligation Payment Date" means any date on which Other Parity Obligation Payments 
are scheduled to be paid by the District under and pursuant to any Other Parity Obligation. 

"Outstanding" means, with respect to any Parity Obligations, those Parity Obligations which are not 
deemed paid in accordance with their terms and, when used as of any particular time with reference to 
Certificates, means any Certificates except -

(a) Certificates cancelled by the Trustee or surrendered to the Trustee for cancellation; 
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(b) Certificates paid or deemed to have been paid under the Trust Agreement; and 

( c) Certificates in lieu of and in substitution for which other Certificates shall have been 
executed and delivered by the Trustee under the Trust Agreement. 

"Owner" means the registered owner of any Certificate. 

"Parity Obligation Payments" means the periodic payments scheduled to be made by the District 
under and pursuant to Parity Obligations. 

"Parity Obligations" means all Obligations, the payments of which are payable from Net Water and 
Sewer Revenues on a parity with all other Parity Obligations, including without limitation Bonds, Contracts, 
Guaranties and Reimbursement Agreements. 

"Permitted Investments" means any of the following to the extent then permitted by law: 

(i) any bonds or other obligations which as to principal and interest constitute 
direct obligations of, or are unconditionally guaranteed by, the United States of America, 
including obligations of any of the Federal agencies set forth in clause (iii) below to the extent 
unconditionally guaranteed by the United States of America, including obligations issued 
pursuant to paragraph 2 1B(d)(3) of the Federal Home Loan Bank Act, as amended by 
paragraph 5 1  l (a) of the Financial Institutions Reform, Recovery and Enforcement Act of 
1 989,  or any successor provisions to paragraph 2 l (B) of the Federal Home Loan Bank Act, as 
so amended; 

(ii) any bonds or other obligations of any state of the United States of America 
or of any agency, instrumentality or local governmental unit of any such state (a) which are 
not callable prior to maturity or as to which irrevocable instructions have been given to the 
trustee of such bonds or other obligations by the obligor to give due notice of redemption and 
to call such bonds for redemption on the date or dates specified in such instructions, (b) which 
are secured as to principal and interest and redemption premium, if any, by a fund consisting 
only of cash or bonds or other obligations of the character described in clause (i) hereof which 
fund may be applied only to the payment of such principal of and interest and redemption 
premium, if any, on such bonds or other obligations on the maturity date or dates thereof or 
the redemption date or dates specified in the irrevocable instructions referred to in 
subclause (a) of this clause (ii), as appropriate, and (c) as to which the principal of and 
interest on the bonds and obligations of the character described in clause (i) hereof which 
have been deposited in such fund along with any cash on deposit in such fund are sufficient to 
pay principal of and interest and redemption premium, if any, on the bonds or other 
obligations described in this clause (ii) on the maturity date or dates thereof or on the 
redemption date or dates specified in the irrevocable instructions referred to in subclause (a) 
of this clause (ii), as appropriate; 

(iii) bonds, debentures, or other evidences of indebtedness issued or guaranteed 
by any agency or corporation which has been or may be created pursuant to an Act of 
Congress as an agency or instrumentality of the United States of America; 

(iv) direct and general obligations of any state of the United States of America, 
to the payment of the principal of and interest on which the full faith and credit of such state 
is pledged, provided that at the time of their purchase such obligations are rated in one of the 
two highest rating categories (without regard to "+'"s or "-'"s) by Moody's  and S&P; 
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(v) obligations of any state of the United States of America (other than the 
State) or any political subdivision of any state of the United States of America or any agency 
or instrumentality of any such state or political subdivision which at the time of their purchase 
shall be rated in the highest rating category (without regard to "+"'s or "-'"s) by Moody's and 
by S&P; 

(vi) direct and general obligations of the State of California to the payment of the 
principal of and interest on which the full faith and credit of the State of California are 
pledged, or any bonds or other obligations of the State of California which as to principal and 
interest are unconditionally guaranteed by the State of California, which, in each case, at the 
time of their purchase shall be rated in one of the two highest rating categories (without 
regard to "+"'s or "-"'s) by Moody's and by S&P; 

(vii) certificates or other instruments that evidence ownership of the right to 
payments of principal of or interest on obligations of any state of the United States of 
America or any political subdivision thereof or any agency or instrumentality of any state or 
political subdivision, provided that such obligations shall be held in trust by a bank or trust 
company or a national banking association meeting the requirements for a successor Trustee 
under the Trust Agreement, and provided further that the payments of all principal of and 
interest on such certificates or such obligations shall be fully insured or unconditionally 
guaranteed by, or otherwise unconditionally payable pursuant to a credit support arrangement 
provided by, one or more financial institutions or insurance companies or associations which 
shall be rated in the highest rating category (without regard to "+"'s or "-'"s) by Moody's and 
S&P, or, in the case of an insurer providing municipal bond insurance policies insuring the 
payment, when due, of the principal of and interest on municipal bonds, such insurance policy 
shall result in such municipal bonds being rated in the highest rating category (without regard 
to "+'"s or "-"'s) by Moody's and S&P; 

(viii) certificates that evidence ownership of the right to payments of principal or 
interest on obligations described in clause (i), provided that such obligations shall be held in 
trust by a bank or trust company or a national banking association meeting the requirements 
for a successor Trustee under the Trust Agreement; 

(ix) certificates of deposit, whether negotiable or non-negotiable, and banker's 
acceptances of the 50 largest banks in the United States or commercial paper issued by the 
parent holding company of any such bank which at the time of investment has an outstanding 
unsecured, uninsured and unguaranteed debt issue ranked in either of the two highest rating 
categories (without regard to "+'"s or "-'"s) by Moody's and S&P (including the Trustee and 
its parent holding company, if any, if it otherwise qualifies); 

(x) commercial paper, other than that issued by bank holding companies, rated 
at the date of investment in the highest short term rating category (without regard to "+"'s or 
"-"'s) by Moody's and by S&P; 

(xi) shares of on Investment Company, organized under the Investment 
Company Act of 1940 as amended, which invests in assets exclusively in obligations of the 
type described in clauses (i), (iii) or (v); 

(xii) repurchase agreements collateralized by any one or more of the securities 
described in clauses (i) and (iii) with any registered broker/dealer subject to the Securities 
Investors ' Protection Corporation jurisdiction and recognized as a primary dealer by the 
Federal Reserve Bank of New York if such broker/ dealer or bank or the holding company or 
other controlling corporation of such broker/dealer or bank has at the time of their purchase 
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an uninsured, unsecured and unguaranteed obligation rated "Prime l"  or "A3" by Moody's 
and "A-1"  or "A- " or better by S&P, provided: 

( 1) a master repurchase agreement or specific written repurchase 
agreement governs the transaction; and 

(2) the securities are held by the Trustee or an independent third party 
acting solely as agent for the Trustee free and clear of any lien, and such third party 
is (a) a Federal Reserve Bank, (b) a bank which is a member of the Federal Deposit 
Insurance Corporation and which has combined capital, surplus and undivided profits 
of not less than $25 million, or ( c) and the Trustee shall have received written 
confirmation from such third party that it holds such securities, free of any lien, as 
agent for the Trustee; and 

(3) a perfected first security interest under the Uniform Conunercial 
Code, or book entry procedures prescribed at 3 1  C .F.R. 306 . 1 � �- or 3 1  C.F.R. 
3 50.0 � �- in such securities is created for the benefit of the Trustee; and 

(4) the repurchase agreement has a term of thirty (30) days or less, or 
the Trustee will value the collateral securities no less frequently than monthly and 
will liquidate the collateral securities if any deficiency in the required collateral 
percentage is not restored within two business days of such valuation; and 

(5) the fair market value of the securities in relation to the amount of 
the repurchase obligation, including principal and interest, is equal to at least 104% 
( 1 05% if the securities are issued by either the Federal National Mortgage 
Association or the Federal Home Loan Mortgage Corporation) and, if the value of 
securities held as collateral slips below said required percentage, additional cash 
and/or collateral must be transferred to the Trustee or to the Trustee's agent; and 

(xiii) guaranteed investment contracts entered into with an entity the debt 
securities of which, or, if the obligations of such entity under the guaranteed investment 
contract are guaranteed by a guarantor, the debt securities of such guarantor, are rated in one 
of the two highest long-term rating categories (without regard to "+'"s or "-'"s) by Moody's 
and S&P. 

"Prepaid 200 1A Installment Sale Payments" means the 199 1A Installment Sale Payments due on 
July 1 in the years 2001 through 2020. 

"Principal Payment Date" means a date on which principal installments evidenced and represented by 
the Certificates becomes due and payable, being July 1 of each year to which reference is made. 

"Project" means a specified list of any additions, betterment, extensions or improvements to the Water 
and Sewer System. 

"Purchase Price" means the principal amount plus the interest thereon owed by the District to the 
Corporation under the conditions and terms of the 1 99 1  A Installment Sale Agreement for the purchase of the 
1 991  A Project and the incidental cash and expenses related thereto paid by the Corporation. 

"Refunding Parity Obligations" means any Parity Obligations issued for the purpose of refunding 
Outstanding Parity Obligations. 
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"Reimbursement Agreement" means an agreement between the District and a bank or other financial 
institution providing for the issuance of a letter of credit, reserve fund insurance policy, guaranty or surety 
bond for the purpose of making Bond Payments or Installment Sale Payments or Other Parity Obligation 
Payments and requiring the District to make payments to reimburse or compensate such bank or financial 
institution for draws under such instruments from Net Water and Sewer Revenues on a parity with all Other 
Parity Obligations. 

"Reimbursement Payments" means amounts payable by the District as compensation or 
reimbursement for draws or the right to make draws or to have draws made on a letter of credit, reserve fund 
insurance policy, guaranty or surety bond for the purpose of making Bond Payments or Installment Sale 
Payments or Other Parity Obligation Payments in accordance with any Reimbursement Agreement. 

"Repository" shall mean any nationally recognized municipal securities information repository within 
the meaning of Rule 1 5c2- 1 2. 

"Rule 1 5c2- 1 2" means Rule 1 5c2- 1 2  under the Securities Exchange Act of 1 934, as amended, 
together with all interpretive guidances or other official interpretations and explanations thereof that are 
promulgated by the United States Securities and Exchange Commission. 

"S&P" means Standard & Poor's Rating Services, a corporation organized and existing under the laws 
of the State of New York, its successors and assigns, and, if such corporation is dissolved or liquidated or no 
longer performs the functions of a securities rating agency, "S&P" will be deemed to refer to any other 
nationally recognized securities rating agency designated by the District by written notice to the Trustee and 
with the prior written consent of the Insurer so long as the payment of principal and interest with respect to any 
Certificates is guaranteed by the Insurer under the Insurance Policy and the Insurer is not in default under the 
Insurance Policy. 

"Second Amendment to the 1 99 1  A Installment Sale Agreement" means that certain Second 
Amendment to the 1 99 1 A  Installment Sale Agreement executed and entered into as of April I ,  200 1 ,  by and 
between the Corporation and the District. 

"Second 199 1 A  Escrow Agreement" means the Escrow Agreement, dated as of April 1 ,  200 1 ,  by and 
among the District, the Corporation and the Escrow Bank, and any duly authorized and executed amendment 
thereto. 

"Second Supplement to the 1 99 1 A  Trust Agreement" means that certain Second Supplement to the 
1 99 1A  Trust Agreement executed and entered into as of April 1 ,  200 1 ,  by and between the Trustee, the 
Corporation and the District. 

"Short-Term," when used in connection with Parity Obligations, means Parity Obligations having an 
original maturity less than or equal to one year and not renewable at the option of the District for a term greater 
than one year beyond the date of original incurrence or issuance. 

"State Information Depository" means any applicable State of California information depository 
within the meaning of Rule 1 5c2-1 2. 

"Subordinate Obligation Payments" means the payments scheduled to be paid by the District under 
and pursuant to Subordinate Obligations. 

"Subordinate Obligations" means obligations of the District authorized and executed by the District 
under applicable law, the payments under and pursuant to which are payable from Net Water and Sewer 
Revenues, from the Subordinate Obligation Payment Fund, subject and subordinate to Parity Obligation 
Payments. 
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"Trust Agreement" means any resolution, indenture or trust agreement providing for the issuance of 
Bonds or certificates of participation or any Other Parity Obligation. 

"2001A Certificates" means the sixty-eight million seven hundred thirty-five thousand dollars 
($68,735,000) "Water and Sewer Revenue Refunding Certificates of Participation, Series 2001A, Evidencing 
and Representing Interests of the Owners thereof in 1 99 1 A  Installment Sale Payments To Be Made by the 
Eastern Municipal Water District under the 1 99 1  A Installment Sale Agreement" authorized by the 1 99 1  A 
Trust Agreement and at any time Outstanding thereunder that are executed and delivered by the Trustee under 
and pursuant to the 199 1 A  Trust Agreement. 

"2001 A  Holder" means any registered owner of any 2001 A  Certificate and any actual purchaser of a 
200 1 A  Certificate during any period in ·which the 200 1A  Certificates are in book-entry only form and any 
beneficial owner of any 200 1 A  Certificate within the meaning of Rule 1 3d-3 under the Securities Exchange 
Act of 1 934. 

"2001 A  Installment Sale Payment Year" means the twelve-month period ending on July 1 of each 
year. 

"2001 A  Insurance Policy" means the municipal bond new issue insurance policy issued by the 2001 A  
Insurer that guarantees payment of principal and interest evidenced and represented by the 2001A Certificates. 

"2001 A  Insurer" means Financial Guaranty Insurance Company, or any successor thereto. 

"Valuation Date" means, with respect to any Capital Appreciation Bond, Capital Appreciation 
Certificate, Deferred Income Bond or Deferred Income Certificate, any date on which the value of such Bond 
or Certificate is to be determined in accordance with the instrument authorizing such Bond or Certificate. 

"Variable Rate Parity Obligations" means any portion of Parity Obligations the rate of interest on 
which is not established at the time of incurrence as one or more numerical rates applicable throughout the 
term thereof or for specified periods during the term thereof, with the result that at the time of incurrence the 
numerical rate of interest which will be in effect during any portion of the term thereof cannot be determined. 

"Water and Sewer Revenues" means the Current Water and Sewer Revenues plus deposits to the 
Water and Sewer Revenue Fund from amounts on deposit in the Rate Stabilization Fund less amounts 
transferred from the Water and Sewer Revenue Fund to the Rate Stabilization Fund. 

"Water and Sewer Service" means the water and sewer service furnished, made available or provided 
by the Water and Sewer System. 

"Water and Sewer System" means: (i) all property rights, contractual rights and facilities of the 
District relating to water, including all facilities for the treatment, conservation, storage, transmission and 
distribution of water now owned by the District and all other properties, structures or works for the treatment, 
conservation, storage, transmission and distribution of water and the generation and delivery of hydroelectric 
power in connection therewith acquired and constructed by or for the District and determined by the District to 
be a part of the Water and Sewer System; and (ii) all property rights, contractual rights and facilities of the 
District relating to wastewater, including all facilities for the transporting, treating, neutralizing, stabilizing or 
disposing of wastewater now owned by the District and all other properties, structures or works for the 
transporting, treating, neutralizing, stabilizing or disposing of wastewater acquired and constructed by or for 
the District and determined by the District to be a part of the Water and Sewer System; together with all 
additions, betterments, extensions or improvements to such facilities, properties, structures or works or any 
part thereof acquired and constructed. 
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B. SUMMARY OF CERTAIN PROVISIONS OF 
THE MASTER RESOLUTION 

The following is a summary of certain provisions of the Master Resolution. This summary does not 
purport to be complete or definitive and it is qualified in its entirety by reference to provisions of the Master 
Resolution. 

Establishment of Funds 

The District establishes and agrees to maintain, so long as any Parity Obligations or Subordinate 
Obligations remain outstanding, a Rate Stabilization Fund, a Water and Sewer Revenue Fund, an Operating 
Fund, an Installment Sale Payment Fund, an Operating Reserve Fund, a Subordinate Obligation Payment Fund 
and a General Reserve Fund. Each of these funds will be held by the Director of Finance of the District. 
Amounts in such funds shall be disbursed, allocated and applied solely to the uses and purposes set forth in the 
Master Resolution and shall be accounted for separately and apart from all other accounts, funds, money or 
other resources of the District. The District will only have such beneficial right or interest in such money as is 
provided in the Master Resolution. 

Deposits and Withdrawals from Rate Stabilization Fund 

From time to time the District may deposit in the Rate Stabilization Fund from Current Water and 
Sewer Revenues such amount as the District shall determine. All amounts transferred by the District from the 
Rate Stabilization Fund to the Water and Sewer Revenue Fund shall be used by the District solely to pay 
Maintenance and Operation Costs. All interest or other earnings upon deposit in the Rate Stabilization Fund 
shall be withdrawn therefrom and accounted for as Current Water and Sewer Revenues. 

Use of Other Funds 

The District may withdraw amounts from the Installment Sale Payment Fund solely for the purpose of 
paying Parity Obligation Payments at the times and in the amounts required by applicable Parity Obligations. 

The District may withdraw amounts from the Subordinate Obligation Payment Fund solely for the 
purpose of paying payments to be made under or pursuant to Subordinate Obligations at the times and in the 
amounts required by applicable Subordinate Obligations or resolutions, trust agreements or indentures securing 
such Subordinate Obligations. 

The District may withdraw money in the General Reserve Fund for any lawful purpose of the District, 
except to make transfers to the Rate Stabilization Fund. 

The District may withdraw amounts from the Operating Fund for the purpose of paying all reasonable 
and necessary Maintenance and Operation Costs. 

The District may withdraw amounts from the Operating Reserve Fund for the purpose of paying all 
reasonable and necessary Maintenance and Operation Costs to the extent sufficient funds are not otherwise 
available within the Operating Fund for such purposes. If at any time the amount on deposit in the Operating 
Reserve Fund is in excess of 1/4 of the Maintenance and Operation Costs as set forth in the then current annual 
budget of the District, the District may transfer such excess to the General Reserve Fund. 

Additional Bonds and Contracts and Other Parity Obligations 

The District may at any time incur or issue Parity Obligations, including without limitation any Bonds 
the Bond Payments under and pursuant to which, or execute any Contract the Installment Sale Payments under 
and pursuant to which, or incur any Other Parity Obligations the Other Parity Obligation Payments under and 
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pursuant to which, as the case may be, are payable from the Net Water and Sewer Revenues on a parity with 
the 1 99 1 A  Installment Sale Agreement and all Other Parity Obligations; provided: 

(a) The District shall file a Certificate of the District with each Trustee to the effect that 
the District is not then in default under any Trust Agreement or with respect to any Parity Obligation. 

(b) Such Bond or Contract or Other Parity Obligation shall not allow the declaration of 
Bond Payments or Installment Sale Payments or Other Parity Obligation Payments thereunder to be 
immediately due and payable in the event of a default by the District thereunder or under the 
applicable Trust Agreement or other agreement unless such remedy is then allowed with respect to all 
Parity Obligations then Outstanding. 

Notwithstanding the foregoing provisions, there shall be no limitations on the ability of the District to 
execute Reimbursement Agreements . 

(c) Long-Term Parity Obligations may be incurred provided that one of the following 
tests is satisfied: 

1 .  the Debt Service Coverage Ratio for the most recent period of 1 2  full 
consecutive calendar months for which the financial statements of the District has been 
reported upon by an independent certified public accountant, taking into account (i) all 
Outstanding Long-Term Parity Obligations then Outstanding, (ii) the Long-Term Parity 
Obligations then proposed to be incurred, and (iii) all decreases (but not increases), if any, for 
Water and Sewer Service approved or then in effect as of such date of calculation, is not less 
than 1 . 1 0, and a Certificate of the District so certifying and setting forth in sufficient detail the 
computation thereof is filed with the trustee under each Trust Agreement along with the 
financial statements and report of accountants thereon if they are not already on file with such 
trustee; or 

2 .  (A) the Debt Service Coverage Ratio for the most recent period of 1 2  
full consecutive calendar months for which the financial statements of the District has been 
reported upon by an independent certified public accountant, (i) taking in to account all 
Outstanding Long-Term Parity Obligations then Outstanding, (ii) but not taking into account 
the Long-Term Parity Obligations then proposed to be incurred and (iii) taking into account 
both the completion of all uncompleted Projects, if any, and the costs, if any, of financing 
such completion, and (iv) taking into account all increases and decreases, if any, for Water 
and Sewer Service approved or then in effect as of such date of calculation, is not less than 
1 . 1 5 ,  and a Certificate of the District so certifying and setting forth in sufficient detail the 
computation thereof is filed with the trustee under each Trust Agreement along with the 
financial statements and report of accountants thereon if they are not already on file with such 
trustee; and 

(B) taking into account the matters listed in clauses (i), (iii) and (iv) of 
paragraph (A) above, plus the then proposed Long-Term Parity Obligations, the Debt Service 
Coverage Ratio for the first full Fiscal Year of the District following the completion of the 
Project, if any, being paid for with the proceeds of such proposed Long-Term Parity 
Obligations, or following the incurrence of Long-Term Parity Obligations for refunding 
purposes, is expected to be not less than 1 . 1 5 . 

( d) Completion Parity Obligations may be incurred without satisfying any of the tests 
described in the Master Resolution. 
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(e) Refunding Parity Obligations may be incurred provided that the report or opinions 
set forth in paragraph ( c) above shall be delivered unless, at the time of issuance of such Refunding 
Parity Obligations and after giving effect thereto and to the application of the proceeds thereof, 
Maximum Annual Debt Service, for each subsequent Fiscal Year up to and including the Fiscal Year 
in which the Long-Term Parity Obligations to be refunded were originally scheduled to be 
Outstanding, would not be increased by more than 5%; provided, however, that if the Long-Term 
Parity Obligations to be refunded do not cease to be Outstanding upon, or substantially 
contemporaneously with the incurrence of such Refunding Parity Obligations, such Refunding Parity 
Obligations may be incurred pursuant to this paragraph ( e) only if the proceeds (including investment 
earnings, thereon, if any) of the Refunding Parity Obligations are ( 1 )  irrevocably deposited in trust 
with an escrow agent, (2) invested in Defeasance Obligations pending their application to such 
purpose, and (3) verified by an independent certified public account as sufficient for such purpose; 
provided that notice of such redemption shall have been given or arrangements shall have been made 
therefor, or waiver of such notice shall have been received by the District. 

(f) Short-Term Parity Obligations may be incurred provided that ( 1 )  the Outstanding 
principal amount of Short-Term Parity Obligations incurred pursuant to this subsection does not 
exceed fifteen percent ( 1 5%) of the Net Water and Sewer Revenues, and (2) for a period of twenty 
(20) consecutive days during each Fiscal Year any Short-Term Parity Obligations shall be reduced to 
an aggregate Outstanding principal amount not exceeding five percent (5%) of the Net Water and 
Sewer Revenues for the most recent Fiscal Year, provided that Parity Obligations initially incurred 
pursuant to this subsection shall be deemed incurred pursuant to paragraph ( c) above ( and shall no 
longer be deemed incurred pursuant to this paragraph) on the day following that on which a Certificate 
of the District shall be delivered to each Trustee pursuant to paragraph ( c) above, which Certificate 
shall include such Parity Obligations. 

(g) Interim Parity Obligations may be incurred provided that, at the time such Interim 
Parity Obligations are incurred or assumed, there shall be delivered to each Trustee: 

(i) a Certificate of the District and an opinion of an Experienced Banker or 
Advisor selected by the District stating that the anticipated financing thereof by the issuance 
of Long-Term Parity Obligations is reasonably expected to be completed within the next sixty 
(60) months; 

(ii) reports or opinions of the type required by either part ( 1 )  of paragraph ( c) 
above or part (2) of paragraph ( c) above demonstrating that all requirements of either part ( I )  
of paragraph ( c )  above or part (2) o f  paragraph ( c) above would be met if such Interim Parity 
Obligations were then being issued as Long-Term Parity Obligations maturing over a term 
equal to the Assumed Amortization Period with level annual combined payments of principal 
and interest and having an interest rate equal to the Assumed Interest Rate; and 

(iii) either (x) evidence that such Interim Parity Obligations are secured by an 
irrevocable extension of credit of, or an agreement to purchase such Interim Parity 
Obligations from the owner thereof by, a person or (y) a written statement of an Experienced 
Banker or Advisor setting forth the opinion of such Experienced Banker or Advisor (which 
opinion shall be based upon the best estimates and recent experience of such Experienced 
Banker or Advisor under the then-prevailing market conditions but shall not in any event be 
deemed to constitute an offer to purchase any such Long-Term Parity Obligations or 
otherwise to create or give rise to any liability or obligation on the part of said Experienced 
Banker or Advisor with respect thereto) to the effect that long-term parity obligations of 
similar credit quality maturing over the term and bearing interest at the rate referred to in the 
foregoing paragraph (ii) would, if then being offered, be marketable on reasonable and 
customary terms. 
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Except to the extent expressly required by paragraphs (e) or (g) above, the reports or opinions set forth 
in part (2) of paragraph ( c) above need not be delivered in connection with the incurrence or assumption of 
Parity Obligations pursuant to the provisions of paragraphs ( d) or ( f) above. 

(h) In measuring compliance with the applicable tests under the Master Resolution for 
incurring Option Parity Obligations and generally for purposes of determining the Debt Service 
Coverage Ratio: (i) Debt Service on Option Bonds or Options Certificates or other Option Parity 
Obligations shall not include amounts payable upon exercise by the registered owner thereof of the 
option to tender such Parity Obligations for payment to the extent and for so long as a Liquidity 
Backer is required to provide the moneys necessary for such payment, (ii) Debt Service on Option 
Bonds or Option Certificates or other Option Parity Obligations shall be deemed to include any 
periodic fees payable to the Liquidity Backer as a condition of the Liquidity Backer standing ready to 
provide the moneys necessary for such payment, and (iii) debt service on Option Bonds or Option 
Certificates or other Option Parity Obligations shall not be based upon the terms of any 
reimbursement obligation to the Liquidity Backer except to the extent and for periods during which 
payments have been required to be made pursuant to such reimbursement obligation due to the 
Liquidity Backer advancing funds and not being reimbursed. 

(i) Convertible Parity Obligations may be incurred if at the time of incurrence all 
applicable provisions of the Master Resolution are complied with for the type of Parity Obligations the 
Convertible Parity Obligations will be upon its incurrence; provided, however, that the District has no 
current intention or expectation that the conversion option of such Parity Obligations will be exercised 
at any particular future time but rather the conversion option has been included to provide flexibility 
in reacting to future circumstances, and this conversion option has not been included for the purpose 
of avoiding any limit or restriction in the Master Resolution on the incurrence of Parity Obligations of 
a type into which such Convertible Parity Obligations may by its terms be converted, and a Certificate 
of the District and a written statement of an Experienced Banker or Advisor selected by the District so 
stating is filed with the trustee under each Trust Agreement. If such a Certificate of the District is not 
filed with the trustee under each Trust Agreement, such Convertible Parity Obligations may be 
incurred only upon compliance with the provisions applicable to the form of Parity Obligations such 
Convertible Parity Obligations will be upon incurrence or into which it may be converted, whichever 
would have the highest debt service ( determined in accordance with the definition of Debt Service 
Coverage Ratio) for any one-year period. 

(j )  In determining compliance with the applicable provisions of the Master Resolution 
for the incurrence of Credit Enhanced Parity Obligations, the District which is also undertaking any 
contingent repayment obligation to a person who has undertaken to provide moneys necessary for 
payment to registered owners of such Credit Enhanced Parity Obligations (the "Credit Enhancers") 
shall not also be deemed to be incurring separate Parity Obligations to the Credit Enhancer. 

In measuring compliance with the applicable tests under the Master Resolution for incurring Credit 
Enhanced Parity Obligations, and generally for purposes of determining the Debt Service Coverage Ratio, 
Debt Service on Credit Enhanced Parity Obligations shall be deemed to include any periodic payment payable 
to the Credit Enhancer as a condition of the Credit Enhancer standing ready to provide moneys necessary for 
payment to the registered owners of such Credit Enhanced Parity Obligations, and Debt Service on Credit 
Enhanced Parity Obligations shall not be based upon the terms of any reimbursement obligation to the Credit 
Enhancer except to the extent and for periods during which payments have been required to be made pursuant 
to such reimbursement obligation due to the Credit Enhancer advancing funds and not being reimbursed. 

Other Obligations 

(a) Amounts to be paid by the District with respect to any Maintenance and Operation 
Obligation shall constitute Maintenance and Operation Costs only if at the time such Obligation is 
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entered into the District shall deliver to the trustee under each Trust Agreement a Certificate of the 
District to the effect that (i) the making of payments on such Obligation as Maintenance and 
Operation Costs will not impair the District's ability to comply with its rate covenant (see, "Security 
and Sources of Payment - Rate Covenant" in the front portion of the Official Statement) during the 
next five Fiscal Years or five Fiscal Years beyond the commercial operation date of the Project being 
financed with such Obligation, whichever is later, and (ii) the properties, services or commodities to 
be furnished pursuant to such Obligation can be economically and beneficially utilized by the District. 
If the amounts to be paid by the District for a Maintenance and Operation Obligation do not constitute 
Maintenance and Operation Costs, then such amounts shall be paid out of the Subordinate Obligation 
Payment Fund or the General Reserve Fund unless, at the time such Obligation is initially incurred, 
the District demonstrates compliance with the tests described above under "Additional Bonds and 
Contracts and Other Parity Obligations," in which event such amounts may be paid from the 
Installment Sale Payment Fund. 

(b) Subordinated Obligations may be incurred without meeting any of the tests described 
above under "Additional Bonds and Contracts and Other Parity Obligations ." 

Additional Covenants of the District 

Against Encumbrances. The District will pay or cause to be paid when due all sums of money that 
may become due or purporting to be due for any labor, services, materials, supplies or equipment furnished, or 
alleged to have been furnished, to or for the District in, upon, about or relating to the Water and Sewer System 
and will keep the Water and Sewer System free of any and all liens against any portion of the Water and Sewer 
System. In the event any such lien attaches to or is filed against any portion of the Water and Sewer System, 
the District will cause each such lien to be fully discharged and released at the time the performance of any 
obligation secured by any such lien matures or becomes due, except that if the District desires to contest any 
such lien it may do so. If any such lien shall be reduced to final judgment and such judgment or any process as 
may be issued for the enforcement thereof is not promptly stayed, or if so stayed and such stay thereafter 
expires, the District will forthwith pay or cause to be paid and discharged such judgment. 

Against Sale or Other Disposition of Property. The District will not sell, lease or otherwise dispose of 
the Water and Sewer System or any part thereof essential to the proper operation of the Water and Sewer 
System or to the maintenance of the Net Water and Sewer Revenues, and will not enter into any agreement or 
lease which would impair the operation of the Water and Sewer System or any part thereof necessary to secure 
adequate Net Water and Sewer Revenues for the payment of Parity Obligation Payments or Subordinate 
Obligation Payments, or which would otherwise impair the rights of the holders of Bonds or Certificates or 
Other Parity Obligations with respect to the Net Water and Sewer Revenues or the operation of the Water and 
Sewer System; provided, that any real or personal property which has become nonoperative or which is not 
needed for the efficient and proper operation of the Water and Sewer System, or any material or equipment 
which has become worn out, may be sold if such sale will not reduce the Net Water and Sewer Revenues 
below the requirements of the District's rate covenant. 

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

Not later than the first Business Day of each Fiscal Year, the District will adopt and, if requested, 
make available to each Trustee, a budget approved by the Board of Directors of the District setting forth the 
estimated Maintenance and Operation Costs, the estimated payments for Debt Service, the estimated 
Reimbursement Payments and the estimated debt service payments on all Subordinate Obligations for the then 
current Fiscal Year; provided, that any such budget may be amended at any time during any Fiscal Year and, if 
requested, such amended budget shall be made available to each Trustee. 
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Compliance with Contracts. The District will comply with, keep, observe and perform all agreements, 
conditions, covenants and terms, express or implied, required to be performed by it contained in all contracts 
for the use of the Water and Sewer System and all other contracts affecting or involving the Water and Sewer 
System to the extent that the District is a party thereto . 

No Superior Liens. The District will not create or allow any lien or payment from the Net Water and 
Sewer Revenues or any part thereof prior or superior to the obligation to make the Parity Obligation Payments 
as provided in the Master Resolution or which might impair the security of any Parity Obligation. 

Insurance. The District will procure and maintain such insurance relating to the Water and Sewer 
System which it shall deem advisable or necessary (based on the annual written report and approval of an 
independent insurance consultant) to protect its interests, which insurance shall afford protection in such 
amounts and against such risks as are usually covered in connection with facilities, properties, structures and 
works similar to the Water and Sewer System; provided, the District shall not be required to procure or 
maintain any such insurance unless such insurance is commercially available at reasonable cost; provided 
further, that any such insurance may be maintained under a self-insurance program so long as such 
self-insurance is maintained in the amounts and manner usually maintained in connection with the facilities, 
properties, structures and works similar to the Water and Sewer System. 

Accounting Records and Financial Statements 

(a) The District will keep appropriate accounting records in which complete and correct 
entries shall be made of all transactions relating to the Water and Sewer System, which records shall 
be available for inspection by each Trustee at reasonable hours and under reasonable conditions. 

(b) The District will prepare and file with each Trustee annually within one hundred and 
eighty ( 1 80) days after the close of each Fiscal Year (commencing with the Fiscal year ending June 
30, 1 99 1 ): 

I .  financial statements of the District for the preceding Fiscal Year prepared in 
accordance with Generally Accepted Accounting Principles, certified by the independent 
certified public accountant who examined such financial statements stating that nothing came 
to his attention in connection with such examination that caused him to believe that the 
District was not in compliance with any of the agreements or covenants contained in the 
Master Resolution; and 

2. a detailed report as to all insurance policies maintained and self-insurance 
programs maintained by the District with respect to the Water and Sewer System as of the 
close of such Fiscal year, including the names of the insurers which have issued the policies, 
the amounts thereof and the property or risks covered thereby and a copy of the current 
annual report of the District's independent insurance consultant. 

(c) The District will prepare annually not more than one hundred twenty ( 1 20) days after 
the close of each Fiscal Year (commencing with the Fiscal Year ending June 30, 1 99 1 )  a summary 
report showing in reasonable detail the result of the operations of the District for such Fiscal Year and 
containing a general statement of the physical condition of the facility, properties, structures or works 
of the District and the insurance therein being maintained. The District will furnish a copy of such 
summary report to each Trustee. 

Payment of Taxes and Compliance with Governmental Regulations. The District will pay and 
discharge all taxes, assessments and other governmental charges which may be lawfully imposed upon the 
Water and Sewer System or any part thereof when the same shall become due. The District will duly observe 
and conform with all valid regulations and requirement of any governmental authority relative to the operation 
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of the Water and Sewer System or any part thereof, but the District shall not be required to comply with any 
regulations or requirements so long as the validity or application thereof shall be contested in good faith. 

Collection of Rates, Fees and Charges. The District will charge and collect or cause to be collected 
the rates, fees and charges applicable to the Water and Sewer Service and will not permit any part of the Water 
and Sewer System or any facility thereof to be used or taken advantage of free of charge by any corporation, 
firm or person, or by any public agency (including the United States of America, the State of California and 
any, city, county, district, political subdivision, public corporation or agency of any thereof); provided, that the 
District may without charge use the Water and Sewer Service. 

Eminent Domain and Insurance Proceeds. If all or any part of the Water and Sewer System shall be 
taken by eminent domain proceedings, or if the District receives any insurance proceeds resulting from a 
casualty loss to the Water and Sewer System, the proceeds thereof shall be used to substitute other components 
for the condemned or destroyed components of the Water and Sewer System or applied to the cancellation of 
Parity Obligations. 

C. SUMMARY OF CERTAIN PROVISIONS OF THE 1991A 
TRUST AGREEMENT 

The following is a summary of certain provisions of the 1991 A Trust Agreement as amended and 
supplemented by the First Supplement to the 1991A Trust Agreement and the Second Supplement to the 199JA 
Trust Agreement (collectively, the "199JA Trust Agreement "). This summary does not purport to be complete 
or definitive and is qualified in its entirety by reference to the full terms of the 199 I A Tru.st Agreement. 

The Trustee 

U.S. Trust Company, National Association, Los Angeles, California, has been appointed by the 
District and the Corporation as Trustee. The Trustee will receive all of the 1 99 1A Installment Sale Payments 
for disbursement in conformity with the 1991A Trust Agreement. In addition, the Trustee will act as 
Certificate registrar. 

Equal Security 

In consideration of the acceptance of the Certificates by the Owners, the 1 99 1 A  Trust Agreement shall 
be deemed to be and shall constitute a contract between the Trustee and the Owners to secure the full and final 
payment of the interest and principal and prepayment premiums, if any, evidenced and represented by the 
Certificates, subject to the agreements, conditions, covenants and terms contained therein; and all agreements, 
conditions, covenants and terms contained therein required to be observed or performed by or on behalf of the 
Trustee shall be for the equal and proportionate benefit, protection and security of all Owners without 
distinction, preference or priority as to benefit, protection or security of any Certificates over any other 
Certificates by reason of the number or date thereof or the time of execution or delivery thereof or otherwise 
for any cause whatsoever, except as expressly provided in the 1 99 1 A  Trust Agreement or in the Certificates. 

Provisions Relating to the 2001A Insurance Policy. 

(a) If, on the third day preceding any Interest Payment Date for the Certificates there is 
not on deposit with the Trustee sufficient moneys available to pay all principal of and interest on the 
Certificates due on such date, the Trustee shall immediately notify the 200 1 A  Insurer and State Street 
Bank and Trust Company, N.A., New York, New York or its successor as its Fiscal Agent (the "Fiscal 
Agent") of the amount of such deficiency. If, by said Interest Payment Date, the District has not 
provided the amount of such deficiency, the Trustee shall simultaneously make available to the 2001A 
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Insurer and to the Fiscal Agent the registration books for the Certificates maintained by the Trustee. 
In addition: 

(i) The Trustee shall provide the 200 1 A  Insurer with a list of the Owners 
entitled to receive principal or interest payments from the 200 1 A Insurer under the terms of 
the Insurance Policy and shall make arrangements for the 200 1 A  Insurer and its Fiscal Agent 
( 1 )  to mail checks or drafts to Owners entitled to receive full or partial interest payments from 
the 200 1 A  Insurer and (2) to pay principal of the Certificates surrendered to the Fiscal Agent 
by the Owners entitled to receive full or partial principal payments from the 200 1A  Insurer; 
and 

(ii) The Trustee shall, at the time it makes the registration books available to the 
200 1 A  Insurer pursuant to (i) above, notify Owners entitled to receive the payment of 
principal of or interest on the Certificates from the 200 1A Insurer ( 1 )  as to the fact of such 
entitlement, (2) that the 200 l A Insurer will remit to them all or part of the interest payments 
coming due subject to the terms of the Insurance Policy, (3) that, except as provided in 
paragraph (b) below, in the event that any Owner is entitled to receive full payment of 
principal from the 200 1A Insurer, such Owner must tender his Certificate with the instrument 
of transfer in the form provided on the Certificate executed in the name of the 200 1 A Insurer, 
and (4) that, except as provided in paragraph (b) below, in the event that such Owner is 
entitled to receive partial payment of principal from the 200 1A  Insurer, such Owner must 
tender his Certificate for payment first to the Trustee, which shall note on such Certificate the 
portion of principal paid by the Trustee, and then, with an acceptable form of assignment 
executed in the name of the 200 1A  Insurer, to the Fiscal Agent, which will then pay the 
unpaid portion of principal to the Owner subject to the terms of the Insurance Policy. 

(b) In the event that the Trustee has notice that any payment of principal of or interest on 
a Certificate has been recovered from a Owner pursuant to the United States Bankruptcy Code by a 
trustee in bankruptcy in accordance with the final, nonappealable order of a court having competent 
jurisdiction, the Trustee shall, at the time it provides notice to the 200 1 A  Insurer, notify all Owners 
that in the event that any Owner's payment is so recovered, such Owner will be entitled to payment 
from the 200 1 A  Insurer to the extent of such recovery, and the Trustee shall furnish to the 200 1 A  
Insurer its records evidencing the payments of principal of and interest on the Certificates which have 
been made by the Trustee and subsequently recovered from Owners, and the dates on which such 
payments were made. 

( c) The 2001 A Insurer shall, to the extent it makes payments of principal of or interest 
on the Certificates, become subrogated to the rights of the recipients of such payments in accordance 
with the terms of the Insurance Policy and, to evidence such subrogation, (A) in the case of 
subrogation as to claims for past due interest, the Trustee shall note the 2001A Insurer's rights as 
subrogee on the registration books maintained by the Trustee upon receipt from the 2001A Insurer of 
proof of the payment of interest thereon to the Owners of such Certificates and (B) in the case of 
subrogation as to claims for past due principal, the Trustee shall note the 200 1A Insurer's rights as 
subrogee on the registration books for the Certificates maintained by the Trustee upon receipt of proof 
of the payment of principal thereof to the Owners of such Certificates. Notwithstanding anything in 
this 199 1 A  Trust Agreement or the Certificates to the contrary, the Trustee shall make payment of 
such past due interest and past due principal directly to the 200 1 A  Insurer to the extent that the 200 1A  
Insurer i s  a subrogee with respect thereto. 

INSTALLMENT SALE PAYMENTS 

Assignment of Installment Sale Payments. The Corporation, for good and valuable consideration, will 
unconditionally grant, transfer and assign to the Trustee without recourse all of its rights to receive the 1 99 1  A 
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Installment Sale Payments for the benefit of the Owners of the Certificates and any and all of the other rights, 
title and interest of the Corporation in the 199 1  A Installment Sale Agreement, except the rights of the 
Corporation in indemnification from the District and its rights to receive payment of its fees, expenses and 
reimbursements, for the purpose of securing: (a) the payment of all sums due and owing to the Owners of the 
Certificates under the terms of the 1 991  A Trust Agreement; and (b) the observance, performance and 
discharge of each agreement, condition, covenant and term of the District contained in the 1 99 1A Trust 
Agreement and in the 1991 A Installment Sale Agreement. 

All 1 99 1 A  Installment Sale Payments shall be paid directly by the District to the Trustee, and all 
199 1A  Installment Sale Payments received by the Trustee shall be held in trust by the Trustee for the benefit of 
the District until deposited in the funds, whereupon such money shall be held in trust in such funds by the 
Trustee for the benefit of the Owners. The District pledges and grants a lien on and a security interest to the 
Trustee in such moneys paid to the Trustee for the benefit of the Owners. 

Deposit of 1 991A Installment Sale Payments. The Trustee shall deposit the 199 1A  Installment Sale 
Payments paid to it at the following respective times in the following respective funds in the manner 
hereinafter provided, each of which funds the Trustee has agreed to establish and maintain so long as any 
Certificates are Outstanding, and the money in each of such funds shall be disbursed only for authorized 
purposes and uses; provided, that any money in such funds not required to pay the principal and interest and 
prepayment premiums, if any, evidenced and represented by the Certificates shall on the Business Day 
immediately following each Interest Payment Date be deposited first in the Debt Service Reserve Fund, to the 
extent money is needed therein for the balance therein to equal the Debt Service Reserve Fund Requirement, 
and second, if the District so directs, in the Excess Investment Earnings Fund, and third, after the above 
deposits are completed, shall be transferred to the District for deposit by the District in the Water and Sewer 
Revenue Fund held under the Master Resolution: 

(a) Debt Service Fund. The Trustee, on or prior to each Interest Payment Date, shall 
deposit in the Debt Service Fund that amount of money representing the portion of the 199 1A 
Installment Sale Payments constituting the interest installment becoming due and payable on such 
Interest Payment Date. The Trustee, on or prior to each Certificate Payment Date, shall deposit in the 
Debt Service Fund that amount of money representing the portion of the 1991A Installment Sale 
Payments constituting the principal installment becoming due and payable on such Certificate 
Payment Date. All money in the Debt Service Fund shall be used and withdrawn by the Trustee solely 
for the purpose of paying the interest evidenced and represented by the Certificates on their respective 
Interest Payment Dates and paying the principal evidenced and represented by the Certificates on their 
respective Certificate Payment Dates or on mandatory prepayment prior thereto. 

(b) Prepayment Fund. The Trustee, at the time that any prepayment is paid to the 
Trustee pursuant to the 199 1 A  Installment Sale Agreement, shall deposit in the Prepayment Fund the 
amount of such prepayment. All money in the Prepayment Fund shall be used and withdrawn by the 
Trustee solely for the purpose of paying the interest and principal and prepayment premiums, if any, 
evidenced and represented by the Certificates to be prepaid on their respective prepayment dates. 

COVENANTS 

Compliance with 1991A Trust Agreement. The Trustee will not execute or deliver any Certificates in 
any manner other than in accordance with the provisions of the 1 99 1 A  Trust Agreement; and neither the 
Corporation nor the District will suffer or permit any default by them to occur thereunder, but each will 
faithfully observe and perform all the agreements, conditions, covenants and terms contained therein required 
to be observed and performed by them. 

Compliance with and Amendment of or Supplement to the 1 991  A Installment Sale Agreement and the 
Master Resolution. The Corporation and the District will faithfully observe and perform all the agreements, 
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conditions, covenants and terms contained in the 199 1  A Installment Sale Agreement required to be observed 
and performed by them, and will enforce the 1991  A Installment Sale Agreement against the other party thereto 
in accordance with its terms. 

The Corporation and the District may amend or supplement the 199 1A  Installment Sale Agreement 
with the prior written consent of the Trustee, which consent shall be given only if, in the opinion of the Trustee 
( which opinion may be based upon an Opinion of Counsel or a Certificate of the District), such amendment or 
supplement is not materially adverse to the interests of the 0\\11ers, including, but not limited to, amendments 
or supplements (i) to add to the agreements and covenants of either party other agreements and covenants to be 
observed, or to surrender any right or power therein reserved to the District, or (ii) to cure, correct or 
supplement any ambiguous or defective provision contained therein, or (iii) to provide for the acceleration of 
the 199 1A  Installment Sale Payments as contemplated by the Master Resolution, or (iv) to resolve questions 
arising thereunder as the parties thereto may deem necessary or desirable and which do not materially 
adversely effect the interests of the Owners of the Certificates, or (v) to revise the 1991A Installment Sale 
Payments Schedule attached thereto as Exhibit A in connection with the execution and delivery of the 
1 997 A Certificates and/or the 2001 A Certificates, as the case may be, provided that the 1997 A Certificates 
and/or the 2001A Certificates, as the case may be satisfy the criteria for incurring Refunding Parity Obligations 
set forth in the Master Resolution; provided, that the Trustee may consent to any amendment of or a 
supplement to the 1 99 1  A Installment Sale Agreement if it first obtains the written consent of the Owners of at 
least a majority in aggregate principal amount of the Certificates then Outstanding to such amendment or 
supplement, except that no such amendment or supplement shall reduce the principal or interest component of 
any 199 1  A Installment Sale Payment without the written consent of the Owner of each Certificate evidencing 
and representing an interest therein. The District will give notice of any such amendment to each rating 
agency then rating the Certificates. 

The District will faithfully observe and perform all the agreements, conditions, covenants and terms 
contained in the Master Resolution required to be observed and performed by the District. 

The District may modify, amend or supplement the Master Resolution with the prior written consent 
of the Trustee, which consent shall be given only if, in the opinion of the Trustee (which opinion may be based 
upon an Opinion of Counsel or a Certificate of the District), such amendment or supplement is not materially 
adverse to the interests of the O\\Tiers, including, but not limited to, modifications, amendments or 
supplements (i) to add to the agreements and covenants of the District other agreements and covenants to be 
observed, or to surrender any right or power therein reserved to the District, or (ii) to cure, correct or 
supplement any ambiguous of defective provision contained therein, or (iii) to provide for the acceleration of 
the Installment Sale Payments evidenced by the Certificates as contemplated by the Master Resolution, or 
(iv) to resolve questions arising thereunder as the District may deem necessary or desirable, and which do not 
materially adversely affect the interests of the Owners of the Certificates; provided, that the Trustee may 
consent to any modification or amendment of or supplement to the Master Resolution if it first obtains the 
written consent of the Owners of at least a majority in aggregate principal amount of the certificates then 
Outstanding to such modification, amendment of supplement. 

Tax Covenants. Notwithstanding any other provision of the 1 991A Trust Agreement, absent an 
opinion of Special Counsel that the exclusion from gross income of the interest component of the 1 99 1 A  
Installment Sale Payments will not be adversely affected for federal income tax purposes, the District 
covenants to comply with all applicable requirements of the Code necessary to preserve such exclusion from 
gross income and specifically covenants, without limiting the generality of the foregoing, as follows: 

(a) Private Activity. The District will not take or omit to take any action or make any 
use of the proceeds of the Certificates or of any other monies or property which would cause the 
obligation represented by the Certificates to be a "private activity bond" within the meaning of 
Section 141 of the Code; 
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(b) Arbitrage. The District will make no use of the proceeds of the Certificates or of any 
other amounts or property, regardless of the source, or take or omit to take any action which would 
cause the obligation represented by the Certificates to be an "arbitrage bond" within the meaning of 
Section 148 of the Code; 

( c) Federal Guarantee. The District will make no use of the proceeds of the Certificates 
or take or omit to take any action that would cause the obligation represented by the Certificates to be 
"federally guaranteed" within the meaning of Section 149(b) of the Code; 

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

( e) Miscellaneous. The District will take no action inconsistent with its expectations 
stated in the Tax Certificate and will comply with the covenants and requirements stated therein. 

Prosecution and Defense of Suits. The District will defend against every action, suit or other 
proceeding at any time brought against the Trustee, the Corporation or any Owner upon any claim arising out 
of the receipt, deposit or disbursement of any of the l 991A  Installment Sale Payments or involving any rights 
or obligations of the Trustee; provided, that the Trustee, the Corporation or any Owner at its or his election 
may appear in and defend any such action, suit or other proceeding. The District will indemnify and hold 
harmless the Trustee, the Corporation and the Owners against any and all liability claimed or asserted by any 
person arising out of any such receipt, deposit or disbursement, and will indemnify and hold harmless the 
Owners against any attorneys ' fees or other expenses which any of them may incur in connection with any 
litigation or otherwise in connection with the foregoing to which any of them may become a party in order to 
enforce their rights under the 1 99 1 A  Trust Agreement or under the Certificates; provided, with respect to such 
attorneys' fees and other expenses suffered by the Owners that such litigation shall be concluded favorably to 
such Owners' contentions therein. 

Accounting Records and Statements. The Trustee shall keep proper books of record and account in 
accordance with trust accounting standards. Such records shall be open to inspection by the District and by 
any Owner at any reasonable time during regular business hours on reasonable notice. Not later than the 
fifteenth (1 5th) day of each month, for so long as any Certificates are Outstanding, the Trustee will furnish to 
the Corporation and to the District and to any Owner of at least $ 1 ,000,000 in aggregate principal amount of 
the Certificates who may so reasonably request (at the expense of such Owner) a complete statement covering 
the receipts, deposits and disbursements of the funds held under the 1991A Trust Agreement for the preceding 
month. 

DEFAULT AND LIMITATIONS OF LIABILITY 

Action on Default. An event of default under the 199 1  A Installment Sale Agreement shall constitute a 
default under the 1 991A Trust Agreement, and in each and every such case during the continuance of such 
event of default the Trustee, upon being provided with satisfactory indemnity, or the Owners of not less than a 
majority in aggregate principal amount evidenced and represented by the Certificates at the time Outstanding 
shall be entitled, upon notice in writing to the District and to the Corporation to exercise the remedies provided 
to the Corporation in the 199 1  A Installment Sale Agreement; provided, the nothing contained in the 1 99 1  A 
Trust Agreement shall affect or impair the right of action of any Owner to institute suit directly against the 
District to enforce payment of the obligation evidenced and represented by such Owner's Certificate; provided, 
further, that any payments made by the Insurer under the Insurance Policy shall not be deemed payments with 
respect to the Certificates for purposes of determining whether an Event of Default has occurred. 
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Other Remedies of the Trustee. The Trustee shall have the right -

(a) by mandamus or other action or proceeding or suit at law or in equity to enforce its 
rights against the Corporation or the District or any director, officer or employee of the District, and to 
compel the Corporation or the District or any such director, officer or employee of the District to 
observe or perform its or his duties under applicable law and the agreements, conditions, covenants 
and terms contained in the 1 99 1A  Trust Agreement required to be observed or performed by it or him; 

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

(c) by suit in equity upon the happening of any default under the 1 99 1A  Trust 
Agreement to require the Corporation and the District and the directors, officers and employees of the 
District to account as the trustee of an express trust. 

Non-Waiver. A waiver of any default or breach of any obligation by the Trustee shall not affect any 
subsequent default or any subsequent breach of an obligation or impair any rights or remedies on any such 
subsequent default or on any such subsequent breach of an obligation. No delay or omission by the Trustee to 
exercise any right or remedy accruing upon any default shall impair any such right or remedy or shall be 
construed to be a waiver of any such default or an acquiescence therein, and every right or remedy conferred 
upon the Trustee by applicable 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. 

If any action, proceeding or suit to enforce any right or to exercise any remedy is abandoned or 
determined adversely to the Trustee or the Corporation or the District, then the Trustee, the Corporation and 
the District shall be restored to their former positions, rights and remedies as if such action, proceeding or suit 
had not been brought or taken. Nothing contained in the 1 99 1  A Trust Agreement or in the Certificates shall 
affect or impair the obligation of the District under the 1 99 1  A Installment Sale Agreement to pay the 199 1  A 
Installment Sale Payments when due as provided in the 1 99 1  A Installment Sale Agreement. 

Application of Funds. All moneys received by the Trustee pursuant to any right given or action taken 
under the remedy provisions of the 1 99 1A  Trust Agreement or the 1 99 1 A  Installment Sale Agreement shall be 
deposited in a segregated account and shall be applied by the Trustee, upon presentation of the several 
Certificates 

First, Costs and Expenses: to the payment of the costs and expenses of the Trustee (including the fees 
and expenses of its agents and counsel) and, after payment in full to the Trustee, of the Owners in declaring 
such Event of Default, including reasonable compensation to its or their agents, accountants and counsel; 

Second, Interest: to the payment to the persons entitled thereto of all payments of interest evidenced 
and represented by the Certificates then due in the order of maturity of such payments, together with accrued 
and unpaid interest on Certificates theretofore called for redemption, and, if the amount available shall not be 
sufficient to pay in full any payment or payments of interest becoming due on the same date, then to the 
payment thereof ratably, according to the amounts due thereon, to the persons entitled thereto, without any 
discrimination or preference; and 

Third, Principal : to the payment to the persons entitled thereto of the unpaid principal evidenced and 
represented by any Certificates which shall have become due, whether at maturity or by call for redemption, in 
the order of their due dates, with interest on the overdue principal evidenced and represented by the 
Certificates to be paid at a rate equal to the rate or rates of interest then applicable to the Certificates if paid in 
accordance with their terms, and, if the amount available shall not be sufficient to pay in full all the amounts 
due with respect to the Certificates on any date, together with such interest, then to the payment thereof 
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ratably, according to the amounts of principal due on such date to the persons entitled thereto, without any 
discrimination or preference. 

No Liability bv the Corporation to the Owners. The Corporation shall not have any obligation or 
liability to the 0\\-ners with respect to the payment when due of the 1 991  A Installment Sale Payments by the 
District, or with respect to the observance or performance by the District of the other agreements, conditions, 
covenants and terms contained in the 1 99 1  A Installment Sale Agreement or 1991 A Trust Agreement, or with 
respect to the performance by the Trustee of any obligation contained in the 1991A Trust Agreement required 
to be performed by it. 

No Liability by the District to the Owners. Except for the payment when due of the 1 99 1A 
Installment Sale Payments and the observance and performance of  the other agreements, conditions, covenants 
and terms contained in the 1991 A Installment Sale Agreement or 1 99 1  A Trust Agreement, the District shall 
not have any obligation or liability to the Owners with respect to the 1991A Trust Agreement or the 
preparation, execution, delivery, transfer, exchange or cancellation of the Certificates or the receipt, deposit or 
disbursement of the 199 1A Installment Sale Payments by the Trustee, or with respect to the performance by 
the Trustee of any obligation contained in the 1 99 1A Trust Agreement required to be performed by it. 

No Liability bv the Trustee to the Owners. Except as expressly provided in the 1 99 1A  Trust 
Agreement the Trustee shall not have any obligation or liability to the Owners with respect to the payment 
when due of the 199 1A Installment Sale Payments by the District, or with respect to the observance or 
performance by the District of the other agreements, conditions, covenants and terms contained in the 1991  A 
Installment Sale Agreement or in the 1 99 1 A  Trust Agreement. 

AMENDMENT OF OR SUPPLEMENT TO THE TRUST AGREEMENT 

Amendment or Supplement to the 1 991A Trust Agreement. The 199 1A Trust Agreement and the 
rights and obligations of the Corporation and the District and Owners and the Trustee thereunder may be 
amended or supplemented at any time by an amendment or supplement which shall become binding when the 
written consents of the Owners of a majority in aggregate principal amount of the Certificates then 
Outstanding are filed with the Trustee. No such amendment or supplement shall ( 1 )  reduce the rate of interest 
evidenced and represented by any Certificate or extend the time of payment thereof or reduce the amount of 
principal or prepayment premium, if any, evidenced and represented by any Certificate or extend the 
Certificate Payment Date thereof or otherwise alter or impair the obligation of the District to pay the interest 
and principal and prepayment premium, if any, evidenced and represented thereby at the time and place and at 
the rate and in the currency and from the fund provided therein without the prior written consent of the Owner 
of the Certificate so affected, or (2) reduce the percentage of Owners whose consent is required for the 
execution of amendments or supplements of the 1991 A Trust Agreement or for the execution of amendments 
or supplements to the 1 99 1A  Installment Sale Agreement or the Master Resolution, or (3)  modify any of the 
rights or obligations of the Trustee without its prior written consent thereto. 

The 1 99 1A  Trust Agreement and the rights and obligations of the Corporation and the District and the 
Owners and the Trustee thereunder may also be amended or supplemented at any time by an amendment or 
supplement to the 1 991A Trust Agreement which shall become binding upon execution without the written 
consents of any Owners, but only to the extent permitted by law and after receipt of any approving Opinion of 
Counsel and only if, in the opinion of the Trustee (which opinion may be based upon an Opinion of Counsel or 
a Certificate of the District), such amendment or supplement is not materially adverse to the interests of the 
Owners, including, but not limited to, amendments or supplements: 

(a) to add to the agreements, conditions, covenants and terms contained therein required 
to be observed or performed by the Corporation or the District other agreements, conditions, 
covenants and terms thereafter to be observed or performed by the Corporation or the District, or to 
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surrender any right reserved therein to or conferred therein on the Corporation or the District, and 
which in either case shall not adversely affect the interests of the Owners; 

(b) to modify, amend or supplement the 1991A Trust Agreement in such manner as to 
preserve the exemption of the Certificates from the registration requirements of the Securities Act of 
1933  or any similar federal statute in effect or to permit the qualification of the l 99 1A Trust 
Agreement under the Trust Indenture Act of 1939 or any similar federal statute in effect; 

( c) to make such provisions for the purpose of curing any ambiguity or of correcting, 
curing or supplementing any defective provision contained therein or in regard to questions arising 
thereunder which the Corporation or the District may deem desirable or necessary, and which shall not 
adversely affect the interests of the Owners; 

( d) to provide for the acceleration of the Certificates and the 1 99 1  A Installment Sale 
Payments represented thereby as contemplated by the Master Resolution; 

(e) to modify, amend or supplement the 199 1A  Trust Agreement to implement 
applicable provisions required by the Insurer in the event that the District elects to deposit an 
insurance policy, a surety bond or a guaranty into the Debt Service Reserve Fund pursuant to the 
1 99 1A Trust Agreement; or 

(f) to make any modifications or changes necessary or appropriate in the Opinion of 
Counsel to preserve or protect the exclusion from gross income for federal income tax purposes of 
interest evidenced and represented by the Certificates. 

In determining whether any such amendment or supplement is not materially adverse to the interests 
of the Owners, the Trustee shall make its determination assuming that no Insurance Policy guarantees the 
payment of the principal and interest with respect to Certificates affected by any such amendment or 
supplement, unless any such amendment or supplement affects the rights and obligations of the Insurer or the 
Insurance Policy. 

The Corporation and the District shall, unless otherwise waived by the Insurer, give written notice of 
any amendment to the Trust Agreement and the rights and obligations of the Corporation and the District and 
the Owners and the Trustee to Moody's and S&P not less than fifteen ( 1 5) days prior to the execution thereof. 

DEFEASANCE 

Discharge of Certificates and 199 1A  Trust Agreement 

(a) If the Trustee shall pay or cause to be paid or there shall otherwise be paid to the 
Owners of all Outstanding Certificates the interest and principal and prepayment premiums, if any, 
evidenced and represented thereby at the times and in the manner provided therein and in the 1 99 1  A 
Trust Agreement, then all agreements and covenants of the Corporation and the District to such 
Owners under the 199 1A Trust Agreements shall thereupon cease, terminate and become void and 
shall be completely discharged and satisfied. 

(b) Any Outstanding Certificates shall on their Certificate Payment Dates or their dates 
of prepayment prior thereto be deemed to have been paid within the meaning of and with the effect 
expressed in subsection (a) above if there shall be on deposit with the Trustee money held in trust for 
the benefit of the Owners of such Certificates which is sufficient to pay the interest and principal and 
prepayment premiums, if any, evidenced and represented by such Certificates payable on and prior to 
their Certificate Payment Dates or their dates of prepayment prior thereto. 
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( c) Any Outstanding Certificates shall prior to their Certificate Payment Dates or their 
date of prepayment prior thereto be deemed to have been paid within the meaning of and with the 
effect expressed in subsection (a) above if ( 1 )  in case any of such Certificates are to be prepaid on any 
date prior to their Certificate Payment Dates, the District shall have given to the Trustee in form 
satisfactory to it irrevocable instructions to give notice by mail to the Owners of such Certificates of 
the prepayment of such Certificates on such prepayment dates, (2) there shall have been deposited 
with the Trustee either money in an amount which shall be sufficient, or Defeasance Securities, the 
interest on and principal of which when paid will provide money which, together with money, if any, 
deposited with the Trustee, shall be sufficient (as evidenced by a report of an independent certified 
public accountant regarding such sufficiency) to pay when due the interest evidenced and represented 
by such Certificates on and prior to their Certificate Payment Dates or their dates of prepayment prior 
thereto, as the case may be, and the principal and prepayment premiums, if any, evidenced and 
represented by such Certificates, (3) in the event such Certificates are not by their terms subject to 
prepayment within the next succeeding sixty (60) days, the District shall have given the Trustee in 
form satisfactory to it irrevocable instructions to give notice by mail to the Owners of such 
Certificates that the deposit required by clause (2) above has been made with the Trustee and that such 
Certificates are deemed to have been paid in accordance with the provisions described in the 1 991  A 
Trust Agreement and stating their Certificate Payment Dates or their dates of prepayment prior thereto 
upon which money is to be available for the payment of the interest and principal and prepayment 
premiums, if any, evidenced and represented by such Certificates, and (4) an Opinion of Counsel is 
filed with the Trustee to the effect that the action taken pursuant to the provisions described in the 
1 99 1 A  Trust Agreement will not cause the interest evidenced and represented by the Certificates to be 
includable in gross income for federal income tax purposes. 

Deposits and Investments. Any money held by the Trustee in any of the funds provided in the 1 99 1A 
Trust Agreement, other than the Construction Fund, shall be deposited in  time or demand deposits in any state 
or nationally chartered bank or trust company, including the Trustee, or a state or nationally chartered savings 
and loan association, and shall be secured at all times by such obligations as are required by law and to the 
fullest extent required by law; provided that any such money may be invested as directed by the District in 
Permitted Investments which will, as nearly as practicable, mature on or before the dates on which such money 
is anticipated to be needed for disbursement. 

Any interest or profits on such deposits and investments received by the Trustee shall, as and when 
received, be deposited first, if the District so directs, in the Excess Investment Earnings Fund, and second, after 
the above deposit is completed, shall be deposited in the Debt Service Reserve Fund so long as the balance 
therein is less than the Debt Service Reserve Fund Requirement and third, shall be transferred to the District 
for deposit in the Water and Sewer Revenue Fund held under the Master Resolution provided that earnings on 
the Construction Fund shall be deposited in such fund except as otherwise provided in the 1 99 1A Trust 
Agreement; and for the purpose of determining the balance in the Debt Service Reserve Fund all investments 
in the Debt Service Reserve Fund shall be valued on July 1 of each year at the face value thereof if such 
investments mature within twelve ( 1 2) months from the date of valuation or if such investments are pursuant to 
a guaranteed investment contract, or if such investments mature more than twelve ( 12) months after the date of 
valuation and are not pursuant to a guaranteed investment contract, at the price at which such investments are 
redeemable by the holder at its option, if so redeemable, or if not so redeemable, at the lesser of (i) the cost of 
such investments plus the amortization of any premium or minus the amortization of any discount, or (ii) the 
market value of such investments. 

All deposits of 1 99 1A  Installment Sale Payments made by the District with the Trustee prior to each 
Interest Payment Date or Certificate Payment Date pursuant to the 1 99 1  A Installment Sale Agreement shall be 
invested by the Trustee in Permitted Investments specified by the District and maturing not later than such 
Interest Payment Date or Certificate Payment Date, as the case may be, and the Trustee shall first deposit in the 
Debt Service Reserve Fund, to the extent money is needed therein for the balance therein to equal the Debt 
Service Reserve Fund Requirement, and second pay to the District, all earnings on such investment. 
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Any money held by the District in the Construction Fund shall be deposited in time or demand 
deposits in any state or nationally chartered bank or trust company, including the Trustee, or a state or 
nationally chartered savings and loan association, and shall be secured at all times by such obligation as are 
required by law and to the fullest extent required by law; provided, that any such money may be invested as 
determined by the District pursuant to a request of the District in Permitted Investments which will, as nearly 
as practicable, mature on or before the dates on which such money is anticipated to be needed for 
disbursement; and, provided further, that not more than $ 1 2,000,000 of the amount from time to time on 
deposit in the Construction Fund shall be invested in the types of obligations described in paragraph (iii) of the 
definition of Permitted Investments. Any interest or profits on such deposits and investments shall be retained 
in the Construction Fund. 

Amounts on deposit in the Debt Service Reserve Fund shall be invested only in Permitted Investments 
with maturity dates not longer than five years from the date of investment or in Permitted Investments of the 
type described in paragraph (xiii) of the definition of the term "Permitted Investments" with maturities longer 
than five years that have been specifically approved in writing by the 1997 A Insurer. 

CONTINUING DISCLOSURE 

District Undertaking. The District has undertaken, for the benefit of the 2001A  Holders, to provide or 
cause to be provided: 

(a) to each Repository and to the State Information Depository, if any, no later than 
1 80 days after the end of each Fiscal Year, commencing with the Fiscal Year ending June 30, 200 1 ,  
the Annual Information relating to such Fiscal Year; 

(b) if not submitted as part of or with the Annual Information, to each Repository and to 
the State Information Depository, if any, audited financial statements of the District when and if they 
become available; provided that if the financial statements of the District are not available in audited 
form by the date provided for in (a), the Annual Information shall contain unaudited financial 
statements of the District in a format similar to the audited financial statements most recently prepared 
for the District, and such audited financial statements of the District shall be filed in the same manner 
as the Annual Information when and if they become available; and 

(c) to each Repository or to the MSRB and to the State Information Depository, if any, 
in a timely manner, notice of any of the following events with respect to the Certificates, if material : 

( 1 ) 

(2) 

(3) 

(4) 

(5) 

(6) 
Certificates; 

(7) 

(8) 

Principal and interest payment delinquencies; 

Non-payment related defaults; 

Unscheduled draws on debt service reserves reflecting financial difficulties; 

Unscheduled draws on credit enhancements reflecting financial difficulties; 

Substitution of credit or liquidity providers, or their failure to perform; 

Adverse tax opinions or events affecting the tax-exempt status of the 

Modifications to the rights of 2001 A Holders; 

Unscheduled redemption of Certificates; 
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(9) Defeasances; 

( 1 0) Release, substitution, or sale of property securing repayment of the 
Certificates; and 

( 1 1 ) Rating changes; and 

(d) to each Repository or to the MSRB and to the State Information Depository, if any, 
in a timely manner, notice of a failure to provide any Annual Information required by paragraphs (a) 
and (b), above, and described below under "Annual Information," "Incorporation by Reference," 
"Modifications" and "The Insurer." In connection with the foregoing, not later than 1 5  Business Days 
prior to the date specified in paragraph (a) the District shall provide the Annual Information to the 
Dissemination Agent. Promptly upon receipt of the Annual Information, the Dissemination Agent 
shall file the same with each Repository and the State Repository. lfby 1 5  Business Days prior to the 
date specified in paragraph (a) for providing the Annual Information, the Dissemination Agent has not 
received a copy of the Annual Information, the Dissemination Agent shall contact the District to 
determine if the District is in compliance with the requirements of paragraph (a). If the Dissemination 
Agent is unable to verify that the Annual Information has been provided to each Repository and the 
State Information Depository, if any, the Dissemination Agent shall notify each Repository or the 
MSRB and the State Information Depository, if any, of such findings. 

Other Information Nothing in the 1991A Trust Agreement shall be deemed to prevent the District 
from disseminating, or require the District to disseminate, any other information in addition to that required 
thereby in the manner set forth therein or in any other manner. If the District disseminates any such additional 
information, the District shall have no obligation to update such information or include it in any future 
materials disseminated thereunder. 

Annual Information The required Annual Information shall consist of: 

below; 
(a) to the extent not included in (b) below, the annual financial statements described 

(b) updated versions of financial information and operating data relating to the District 
of the type contained in the Official Statement relating to the Certificates, under the following 
captions; provided, that such information shall be updated only for complete Fiscal Years, not for 
portions of Fiscal Years : 

( 1 )  "INSTALLMENT SALES PAYMENT SCHEDULE"; 

(2) "THE DISTRICT - Debt Structure of the District - General"; 

(3) "HISTORICAL FINANCIAL OPERATIONS - Operating Revenues"; 

( 4) "HISTORICAL FINANCIAL OPERATIONS - Nonoperating Revenues"; 

(5) "HISTORICAL FINANCIAL OPERATIONS - Historical Operating 
Results"; 

(6) "HISTORICAL F INANCIAL OPERATIONS - Management Discussion of 
Operation"; and 

(7) "HISTORICAL F INANCIAL OPERATIONS - Comparative Results (first 
two paragraphs only)". 
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Incorporation by Reference. All or any portion of the Annual Information may be incorporated in the 
Annual Information by cross reference to any other documents which have been filed with (i) the Repositories, 
the State Information Depository and, if the document is an official statement, the MSRB or (ii) the Securities 
and Exchange Commission. 

Modifications. Annual Information for any Fiscal Year containing any modified operating data or 
financial information (as contemplated in subsection ( e) under the caption "Amendments" below) for such 
Fiscal Year shall explain, in narrative form, the reasons for such modification and the effect of such 
modification on the Annual Information being provided for such Fiscal Year. If a change in accounting 
principles in included in any such modification, such Annual Information shall present a comparison between 
the financial statements or information prepared on the basis of the modified accounting principles and those 
prepared on the basis of the former accounting principles. 

The Insurer. If known to the District, the required Annual Information shall include the name, address 
and telephone number of a place where current information regarding the Insurer may be obtained. 

Financial Statements . The District's annual financial statements for each Fiscal Year shall be 
prepared in accordance with GAAP. Such financial statements shall be audited by an independent accounting 
firm. 

Remedies. If the District shall fail to comply with any provision relating to continuing disclosure, 
then any 2001 A  Holder may enforce against the District, for the equal benefit and protection of all 2001A 
Holders similarly situated, by mandamus or other suit or proceeding at law or in equity, the obligation to 
provide continuing disclosure and may compel the District to perform and carry out its duties regarding 
continuing disclosure under the 1 99 1 A  Trust Agreement; provided that such failure to comply with any 
continuing disclosure provision shall not be deemed an Event of Default under the 1 99 1A Trust Agreement 
and that the sole and exclusive remedy for breach of any such provision shall be an action to compel specific 
performance of such obligations of the District and no person or entity shall be entitled to recover monetary 
damages thereunder under any circumstances, and, provided further, that any challenge to the adequacy of any 
information provided pursuant to such provisions shall be brought only by the 200 1A Holders of 25% in 
aggregate principal amount of the Certificates at the time outstanding which are affected thereby.  

Beneficiaries. The obligation to provide continuing disclosure as provided under the 1 99 1A Trust 
Agreement is solely for the benefit of the 200 1A Holders. Ko other person shall have any right to enforce such 
provisions thereof, or any other rights thereunder. 

Amendments. Without the consent of any 2001 A  Holders, the District at any time and from time to 
time may amend or change the provisions regarding continuing disclosure for any of the following purposes : 

(a) 
optional); 

to comply with or conform to any changes in Rule 1 5c2- 1 2  (whether required or 

(b) to replace the Dissemination Agent and to make any necessary or desirable 
provisions with respect thereto; 

( c) to evidence the succession of another person to the District and the assumption by 
any such successor of the covenants of the District under the continuing disclosure covenant; 

(d) to add to the covenants of the District for the benefit of the 2001A Holders, or to 
surrender any right or power therein conferred upon the District; and 

( e) to modify the contents, presentation and format of the Annual Information from time 
to time as a result of a change in circumstances that arises from a change in legal requirements, change 
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in law, or change in the identity, nature or status of the District, or type of business conducted; 
provided that (i) the undertaking, as amended, would have complied with the requirements of 
Rule 1 5c2- 1 2  at the time of the offering of the 2001A Certificates, after taking into account any 
amendments or authoritative interpretations of said Rule, as well as any change in circumstances; and 
(ii) the amendment or change does not materially impair the interests of 200 1A Holders, as 
determined either by a party unaffiliated with the District (such as Special Counsel), or by the vote or 
consent of 200 1 A  Holders of a majority in outstanding principal amount of the 2001A Certificates 
affected thereby at or prior to the time of such amendment or change. 

Duration. The obligation to provide continuing disclosure under the 1 99 1 A  Trust Agreement shall 
remain in full force and effect until such time as all principal, redemption premiums, if any, and interest with 
respect to the Certificates shall have been paid in full or the Certificates shall have otherwise been paid or 
legally defeased pursuant to the 199 1A  Trust Agreement. Upon any such legal defeasance, the Dissemination 
Agent shall provide notice of such defeasance to each Repository, the State Information Depository and the 
MSRB. Such notice shall state whether the Certificates have been defeased to maturity or to redemption and 
the timing of such maturity or redemption. 

D. SUMMARY OF CERTAIN PROVISIONS OF THE 1991 
INSTALLMENT SALE AGREEMENT 

The following is a summary of certain provisions of the 1991 A Installment Sale Agreement as 
amended and supplemented by the First Amendment to the 1991 A Installment Sale Agreement and the Second 
Amendment to the 199JA Installment Sale Agreement (collectively, the "1991A Installment Sale Agreement "). 
This summary does not purport to be complete or definitive and is qualified in its entirety by reference to the 

full terms of the 1991 A Installment Sale Agreement. 

THE 1 99 1 A  PROJECT 

Purchase and Sale of the 1 991 A Project. The Corporation agrees to sell the 1 99 1  A Project to the 
District. In order to implement this provision, the Corporation appoints the District as its agent for the purpose 
of completing construction of the 1 991A Project, as defined in the 1 99 1A  Installment Sales Agreement, and 
the District agrees to act as agent for the Corporation to provide for completing construction of the 199 1  A 
Project. The District agrees that as such agent it will cause the acquisition and construction of the 1 99 1  A 
Project to be diligently completed after the deposit of funds in the Construction Fund established pursuant to 
the 1 991A Trust Agreement. The Corporation agrees to sell the 199 1A Project to the District. The District 
agrees to purchase the 1 99 1  A Project from the Corporation. 

1 991A INSTALLMENT SALE PAYMENTS 

Purchase Price. The principal amount of the Purchase Price to be paid by the District to the 
Corporation is sixty-eight million seven hundred thirty-five thousand dollars ($68,735,000) and interest on the 
unpaid balance of the principal amount of the Purchase Price shall accrue: (i) in the case of the principal 
installments shown in Exhibit A to the 199 1A  Installment Sale Agreement under the heading "Additional 
1 997 A Principal Installments," the rates shown in Exhibit A under the heading " 1 997 A Interest Rates" and 
(ii) in the case of the principal installments shown in Exhibit A under the heading "Additional 2001A Principal 
Installments," the rates shown in Exhibit A under the heading "2001A Interest Rates". In connection with the 
foregoing, the District acknowledges its obligation to make the Prepaid 2001A Installment Sale Payments; 
however such obligation has been defeased by amounts in an Escrow Fund which have been determined, 
together with interest earnings thereon to be sufficient to pay, on July 1 ,  200 1 ,  the aggregate principal 
installments thereof, the interest installments thereof and the prepayment premium applicable thereto. 

Payment of 1 99 1A  Installment Sale Payments. The District shall, subject to the prepayment 
provisions of the 1 99 1A  Installment Sale Agreement, pay the Corporation the Purchase Price, without offset or 
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deduction of any kind, by paying the principal installments of the 1 99 1A Installment Sale Payments annually 
on July 1 in the amounts and in each of the years specified in the 1 99 1  A Installment Sale Agreement, together 
with interest installments of the 1 991  A Installment Sale Payments, which interest installments shall be paid 
semiannually in the amounts and on the interest payment dates specified in the 1 99 1 A  Installment Sale 
Agreement. 

The obligation of the District to pay the Purchase Price by paying the 1 99 1  A Installment Sale 
Payments from Net Water and Sewer Revenues is absolute and unconditional, and until such time as the 
1991 A Installment Sale Payments shall have been paid in full ( or provision for the payment thereof shall have 
been made), the District will not discontinue or suspend any 1 99 1A  Installment Sale Payment required to be 
paid by it when due, whether or not the Water and Sewer System or any part thereof is operating or operable, 
or its use is suspended, interfered with, reduced, curtailed or terminated in whole or in part, and such payments 
shall not be subject to reduction whether by offset or otherwise and shall not be conditional upon the 
performance or nonperformance by any party to any agreement for any cause whatsoever. 

In order to provide for the timely payment of the 1991 A Installment Sale Payments, the District agrees 
and covenants that it will, from Net Water and Sewer Revenues on deposit in the Installment Sale Payment 
Fund held under the Master Resolution, on or before the Business Day immediately preceding each Interest 
Payment Date, deposit with the Trustee an amount equal to the interest installment of the 1 99 1  A Installment 
Sale Payments due on such Interest Payment Date, and, on or before the Business Day immediately preceding 
each Principal Payment Date, deposit with the Trustee an amount equal to the principal installment of the 
1991A Installment Sale Payments due on such Principal Payment Date. 

Debt Service Reserve Fund. If the District shall at any time receive notice from the Trustee that the 
amount of money on deposit in the Debt Service Reserve Fund is less than the Debt Service Reserve Fund 
Requirement, the District agrees and covenants that it will, from Net Water and Sewer Revenues as provided in 
the Master Resolution, on or before the last Business Day immediately preceding the first day of each of the 
next twelve succeeding months, deposit with the Trustee an amount equal to one-twelfth ( 1 / 12) of the amount 
of the deficiency in the Debt Service Reserve Fund specified in such notice. 

COVENANTS OF THE DISTRICT 

Benefit of Master Resolution. The 1991A Installment Sale Payments are obligations payable from 
Net Water and Sewer Revenues on a parity with all other Contracts and Bonds. The Corporation shall be a 
beneficiary of all of the obligations assumed by the District and the covenants made by the District in the 
Master Resolution. The District shall perform all the obligations assumed by the District under, and shall 
comply with all the covenants made by the District in, the Master Resolution. The District shall not modify, 
amend or supplement the Master Resolution except with the written consent of the Trustee as provided in the 
1991A Trust Agreement. 

Compliance with 1 991  A Installment Sale Agreement and 1 99 1  A Trust Agreement. The District will 
punctually pay the 1991  A Installment Sale Payments in strict conformity with, and will faithfully observe and 
perform all the agreements, conditions, covenants and terms required to be observed and performed by the 
District pursuant to the 1 99 1  A Installment Sale Agreement, and will not terminate the 1 99 1  A Installment Sale 
Agreement for any cause including any acts or circumstances that may constitute failure of consideration, 
destruction of or damage to the 1 99 1A  Project or the Water and Sewer System, commercial frustration of 
purpose, any change in the tax or other laws of the United States of America or of the State of California or 
any political subdivision of either or any failure of the Corporation to observe or perform any agreement, 
condition, covenant or term required to be observed and performed by it pursuant to the 1 991  A Installment 
Sale Agreement, whether express or implied, or any duty, liability or obligation arising out of or connected 
with the 1 99 1 A  Installment Sale Agreement or the insolvency, or deemed insolvency, or bankruptcy or 
liquidation of the Corporation or any force majeure, including Acts of God, tempest, storm, earthquake, war, 
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rebellion, riot, civil disorder, acts of public enemies, blockade or embargo, strikes, industrial disputes, 
lockouts, lack of transportation facilities, fire, explosion, or acts or regulations of governmental authorities. 

The District will faithfully observe and perform all the agreements, conditions, covenants and terms 
contained in the 1991A Trust Agreement required to be observed and performed by it, and it is expressly 
understood and agreed by and among the parties to the 1 99 1  A Installment Sale Agreement and the 1 99 1  A 
Trust Agreement that each of the agreements, conditions, covenants and terms contained in each such 
agreement is an essential and material term of the obligation of the District to repay the costs of the acquisition 
and construction of the 1 99 1A Project and the incidental costs and expenses paid by the Corporation pursuant 
to and in accordance with the 199 1A  Installment Sale Agreement. 

Tax Covenants. The District will not directly or indirectly use or permit the use of the proceeds of the 
obligation or any other funds of the District or take or omit to take any action which would cause such 
obligation to be an "arbitrage bond" within the meaning of Section 148 of the Code, or a "federally guaranteed 
obligation" under Section 149(b) of the Code, or a "private activity bond" as described in Section 14 1  of the 
Code. To that end, so long as any 1 991A Installment Sale Payment is unpaid, the District will comply with all 
requirements of such sections of the Code to the extent applicable to the obligation provided therein. 

The District will at all times do and perform all acts and things permitted by law which are necessary 
or desirable in order to assure that the interest installments of the 199 1  A Installment Sale Payments will not be 
included in the gross income of the owners of the Certificates for federal income tax purposes under the Code 
and will take no action that would result in such interest being so included. 

Protection of Security and Rights of the Corporation and the Trustee. The District will preserve and 
protect the security and the rights of the Corporation and the Trustee to the 1 99 1A Installment Sale Payments 
and will warrant and defend such rights against all claims and demands of all persons. 

EVENTS OF DEFAULT 

Events of Default. Each of the following events constitutes an Event of Default under the 1 99 1 A  
Installment Sale Agreement: 

( 1 )  the District shall default in the due and punctual payment of any 1 99 1 A  
Installment Sale Payment when and as the same shall become due and payable; 

(2) the District shall default in the performance of any of the agreements or 
covenants contained in the 1991A Installment Sale Agreement required to be performed by it, 
and such default shall have continued for a period of sixty (60) days after the District shall 
have been given notice in writing of such default by the Corporation or the Trustee; and 

(3) The District shall file a petition or answer seeking arrangement or 
reorganization under the federal bankruptcy laws or any other applicable law of the United 
States of America or any state therein, or if a court of competent jurisdiction shall approve a 
petition filed with or without consent of the District seeking arrangement or reorganization 
under the federal bankruptcy laws or any other applicable law of the United States of America 
or any state therein, or if under the provisions of any other law for the relief or aid of debtors 
any court of competent jurisdiction shall assume custody or control of the District or of the 
whole or any substantial part of its property. 
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right --
Remedies; No Acceleration. Upon the occurrence of an Event of Default the Trustee shall have the 

(a) by mandamus or other action or proceeding or suit at law or in equity to enforce its 
rights against the District or any member of the Board of Directors, officer or employee thereof, and to 
compel the District or any such member of the Board of Directors, officer, or employee to perform 
and carry out its or his duties under law and the agreements and covenants required to be performed 
by it or him under the 1991 A Installment Sale Agreement; 

(b) by suit in equity to enjoin any acts or things which are unlawful or violate the rights 
of the Corporation or the Trustee; or 

(c) by suit in equity upon the happening of an Event of Default to require the District 
and its member of the Board of Directors, officers and employees to account as the trustee of an 
express trust. 

Notwithstanding the above, the Trustee shall have no right to declare the principal or interest 
component of any 1 99 1A Installment Sale Payment to be due and payable inunediately. The Trustee may also 
exercise any other remedy given under the 1 991  A Installment Sale Agreement or existing in law or in equity or 
by statute or otherwise. 

Under the terms of the 1 99 1 A  Trust Agreement, the 1 99 1 A  Installment Sale Agreement and the 
Master Resolution can be amended to provide that all Parity Obligations could be made subject to acceleration. 

DISCHARGE OF OBLIGATIONS 

Discharge of Obligations. 

(a) If ( 1 )  the District shall pay or cause to be paid all the l 99 1 A  Installment Sale Payments at the 
times and in the manner provided in the 1 99 1A Installment Sale Agreement, and (2) no Certificates remain 
Outstanding, the right, title and interest of the Corporation and the obligations of the District under the l 991A 
Installment Sale Agreement shall thereupon cease, terminate, become void and be completely discharged and 
satisfied, except only as provided in paragraph (c) below. 

(b) Any unpaid principal installment of the 1 99 1 A  Installment Sale Payments shall on its 
payment date or date of prepayment be deemed to have been paid within the meaning of and with the effect 
expressed in part ( 1 )  of paragraph (a) above if the District makes payment of such 199 1A Installment Sale 
Payments and the prepayment premium, if applicable, in the manner provided in the l 99 1 A  Installment Sale 
Agreement. 

( c) All or any portion of unpaid principal installments of the 1 99 1  A Installment Sale Payments 
shall, prior to their payment dates or dates of payment, be deemed to have been paid within the meaning of and 
with the effect expressed in part ( 1 )  of paragraph (a) above (except that the District shall remain liable for such 
1 99 1  A Installment Sale Payments, but only out of such money or securities deposited with the Trustee for such 
payment), if (i) notice is provided by the District to the Trustee as required by the 199 1A  Trust Agreement, 
(ii) there shall have been deposited with the Trustee either money in an amount which shall be sufficient, or 
Defeasance Securities the interest on and principal of which when paid will provide money which, together 
with money, if any, deposited with the Trustee, shall be sufficient to pay when due the principal installments of 
such 1 991A Installment Sale Payments or such portions thereof on and prior to their payment dates or their 
dates of prepayment, as the case may be, and the prepayment premiums, if any, applicable thereto, and (iii) an 
opinion of nationally recognized bond counsel is filed with the Trustee to the effect that the action taken 
pursuant to this subsection will not cause the interest installments of the 1 99 1  A Installment Sale Payments to 
be includable in gross income under the Code for federal income tax purposes, and (iv) a report of an 
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independent nationally recognized certified public accountant or a financial advisor or a financial consultant of 
recognized standing in the field of municipal bonds is filed with the Trustee to the effect that the amount of 
moneys and the principal of and interest when due on the Defeasance Securities deposited at the same time 
with the Trustee shall be sufficient to pay when due the principal installments of such 199 1 A  Installment Sale 
Payments or such portions thereof on and prior to their payment dates or their dates of prepayment, as the case 
may be, and the prepayment premiums, if any, applicable thereto. 

MISCELLANEOUS 

Liability of District Limited to Net Water and Sewer Revenues. The District is not required to 
advance any moneys derived from any source of income other than the Net Water and Sewer Revenues for the 
payment of 1 99 1  A Installment Sale Payments or for the performance of any agreements or covenants required 
to be performed by it contained in the 1 99 1A Installment Sale Agreement. The District may, however, 
advance moneys for any such purpose so long as such moneys are derived from a source legally available for 
such purpose and may be legally used by the District for such purpose. 

The obligation of the District to make the 1 991A Installment Sale Payments is a special obligation of 
the District payment solely from the Net Water and Sewer Revenues, and does not constitute a debt of the 
District or of the State of California or of any political subdivision thereof within the meaning of any 
constitutional or statutory debt limitation or restriction. 

Assignment. The 1 99 1 A  Installment Sale Agreement and any accompanying rights shall be assigned 
by the Corporation to the Trustee as provided in the 1 99 1 A  Trust Agreement; to which assignment the District 
expressly acknowledges and consents. 

II. SUMMARY OF CERTAIN PROVISIONS OF THE 2001B TRUST AGREEMENT 
AND THE 2001B INSTALLMENT SALE AGREEME�T 

A. CERTAIN DEFINITIONS 

"Annual Information" means the information specified in the section captioned "Annual Information" 
in the 20018  Trust Agreement. 

"Average Annual 200 1B  Installment Sale Payments" means the average total 200 1B  Installment Sale 
Payments payable per 2001 B Installment Sale Payment Year during the period commencing with the then 
current 200 18  Installment Sale Payment Year and terminating with the 20018 Installment Sale Payment Year 
ending on July 1 ,  203 1 .  

"Certificate" or "Request" means, with respect to the District, an instrument in writing signed on 
behalf of the District by the President of the Board of Directors of the District, its General Manager, its 
Director of Finance or by any other officer of the District duly authorized by the Board of Directors of the 
District to sign documents on its behalf with respect to the matters referred to therein. 

"Certificate Payment Date" means, with respect to any Certificate, the Certificate Payment Date 
designated therein, which is the July 1 on which, or in the case of Certificates subject to mandatory sinking 
fund prepayment by which, the principal installment evidenced and represented thereby shall become due and 
payable. 

"Certificates" means the fifty-one million three hundred seventy thousand dollars ($5 1 ,370,000) 
"Water and Sewer Revenue Certificates of Participation, Series 20018, Evidencing and Representing Interests 
of the Owners thereof in 2001 B Installment Sale Payments to be made by the Eastern Municipal Water District 
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under the 20018 Installment Sale Agreement" authorized by the 200 1B Trust Agreement and at any time 
Outstanding that are executed and delivered by the Trustee under and pursuant to the 20018 Trust Agreement. 

"Certificate Year" means with respect to the Certificates, the period beginning on the Delivery Date 
and ending on any date during the one-year period beginning on the Delivery Date, selected by the District in 
the Tax Certificate, and each successive twelve month (or shorter) period thereafter until there are no longer 
any obligations represented by the Certificates outstanding. 

"Code" means the Internal Revenue Code of 1 986, as amended, and any regulations, rulings, judicial 
decisions, and notices, announcements, and other releases of the United States Treasury Department or Internal 
Revenue Service interpreting and construing it. 

"Construction Fund" means the fund by that name established pursuant to the 200 l B Trust 
Agreement. 

"Corporation" means Eastern Ylunicipal Water District Facilities Corporation, a nonprofit public 
benefit corporation duly organized and existing under and by virtue of the laws of the State of California. 

"Costs of Issuance" means all items of expense directly or indirectly payable by or reimbursable to the 
Corporation or the District and related to the authorization, execution and delivery of the 2001 B Installment 
Sale Agreement and the Trust Agreement and the related sale of the Certificates, including, but not limited to, 
costs of preparation and reproduction of documents, costs of rating agencies and costs to provide information 
required by rating agencies, filing fees, initial fees and charges of the Trustee (including fees of counsel to the 
Trustee), fees and charges of the Corporation, legal fees and charges, fees and expenses of consultants and 
professionals, fees and expenses of the financial advisor, fees and charges for preparation, execution and 
safekeeping of the Certificates and any other charge, cost or fee in connection with the original sale, execution 
and delivery of the Certificates. 

"Costs of Issuance Account" means the account by that name established in the Construction Fund 
pursuant to the 200 1 B Trust Agreement. 

"Debt Service Fund" means the fund by that name established pursuant to the 20018 Trust 
Agreement. 

"Debt Service Reserve Fund" means the fund by that name established pursuant to the 2001B Trust 
Agreement. 

"Debt Service Reserve Fund Requirement" means, as of any date of calculation, an amount equal to 
the least of (i) or ten percent ( 1 0%) of the original aggregate principal amount of the Certificates, (ii) one 
hundred percent ( 1 00%) of Maximum Annual 20018 Installment Sale Payments, or (iii) one hundred twenty
five percent ( 125%) of Average Annual 2001B Installment Sale Payments, whichever is less, provided that 
said amount shall not exceed the amount described in 26 Code of Federal Regulations Section 148-2(f)(2)(ii). 

"Debt Service Reserve Fund Surety Bond" means the surety bond, if any, delivered to the Trustee on 
the Delivery Date pursuant to the provisions of the 200 1 8  Trust Agreement. 

"Delivery Date" means the date of the delivery of the Certificates to the initial purchaser thereof. 

"Director of  Finance" means the Director of Finance of the District or his or her successor as 
designated by the Board of Directors of the District. 
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"Dissemination Agent" means U.S. Trust Company, National Association, acting in its capacity as 
Dissemination Agent, or any successor Dissemination Agent designated in writing by the District that has filed 
with the previous Dissemination Agent a written acceptance of such designation. 

•'District" means the Eastern Municipal Water District, a municipal water district duly organized and 
existing under and by virtue of the laws of the State of California. 

"Event of Default" means an Event of Default as defined in the 200 18  Installment Sale Agreement. 

"Excess Investment Earnings Fund" means the fund by that name established and held by the Trustee 
pursuant to the 2001 B Trust Agreement. 

"GAAP" means generally accepted accounting principles applicable to the District, as in effect from 
time to time. 

"Independent Certified Public Accountant" means any firm of certified public accountants appointed 
by the District which is independent pursuant to the Statement on Auditing Standards No. 1 of the American 
Institute of Certified Public Accountants. 

"Installment Sale Payment Fund" means the fund by that name established pursuant to the Master 
Resolution. 

"200 1 8  Installment Sale Payments" means the 2001B Installment Sale Payments . 

"2001 8  Installment Sale Payment Year" means the twelve-month period ending on July 1 of each 
year. 

"2001 8  Installment Sale Agreement" means that certain 20018 Installment Sale Agreement executed 
and entered into as of April 1 ,  200 1 ,  by and between the Corporation and the District, as originally executed 
and entered into and as it may from time to time be amended. 

"2001 8  Installment Sale Payments" means all amounts payable to the Trustee by the District pursuant 
to the 200 18  Installment Sale Agreement. 

"2001 8  Installment Sale Payment Date" means any date on which 20018 Installment Sale Payments 
are scheduled to be paid by the District under and pursuant to the 200 18  Installment Sale Agreement. 

"2001 8  Project" means the design, engineering, permitting, acquisition or construction by the 
Corporation, for sale to the District, of such portions as the District shall designate of the following additions, 
betterments, extensions and improvements to the Water and Sewer System: expansion of the Moreno Valley 
Regional Water Reclamation Facility's Tertiary Plant, replacement the Sanderson Lift Station, construction of 
the Perris Water Treatment Plant and construction of the Menifee Desalter Plant, in each case together with 
such additions, substitutions, deletions as shall be specified in a Certificate of the District stating that such 
additions, substitutions or deletions constitute improvements to the Water and Sewer System. 

"Insurance Policy" means the municipal bond new issue insurance policy issued by the Insurer that 
guarantees payment of principal and interest evidenced and represented by the Certificates. 

"Insurer" means Financial Guaranty Insurance Company, a New York stock insurance company, or 
any successor thereto. 
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"Interest Payment Date" means a date on which interest installments evidenced and represented by the 
Certificates becomes due and payable, being January 1 and July 1 of each year to which reference is made, 
commencing on July 1 ,  2001 .  

"Master Resolution" means the Resolution of the Board of Directors of the Eastern Municipal Water 
District Providing for the Allocation of Water and Sewer System Revenues and Establishing Covenants to 
Secure the Payment of Obligations Payable from Net Water and Sewer Revenues, adopted by the Board of 
Directors of the District on March 20, 199 1 .  as amended by the First Supplemental Master Resolution adopted 
by the Board of Directors of the District on May 1 3 ,  1 993,  as it may be from time to time further modified, 
amended or supplemented. 

"Maximum Annual 2001 B Installment Sale Payments" means the greatest total 2001B Installment 
Sale Payments payable in any 200 I B Installment Sale Payment Year during the period commencing with the 
then current 2001B Installment Sale Payment Year and terminating with the 2001 B  Installment Sale Payment 
Year ending on July 1 ,  203 1 .  

"Moody's" shall mean Moody's Investors Service, a corporation organized and existing under the 
laws of the State of Delaware, its successors and assigns, and, if such corporation is dissolved or liquidated or 
no longer performs the functions of a securities rating agency, "Moody's" will be deemed to refer to any other 
nationally recognized securities rating agency designated by the District by written notice to the Trustee and 
with the prior written consent of the Insurer so long as the payment of principal and interest with respect to any 
Certificates is guaranteed by the Insurer under the Insurance Policy and the Insurer is not in default under the 
Insurance Policy. 

"MSRB" means the Municipal Securities Rulemaking Board, established in accordance with the 
provisions of Section 1 5B(b)( l )  of the Securities Exchange Act of 1 934. 

"Opinion of Counsel" means a written opinion of counsel of recognized national standing in the field 
of law relating to municipal bonds, retained by the District and reasonably acceptable to the Trustee. 

"Outstanding," when used as of any particular time with reference to Certificates, means (subject to 
the disqualified Certificates provision of the 2001B Trust Agreement) all Certificates except --

( 1 )  Certificates cancelled by the Trustee or surrendered to the Trustee for cancellation; 

(2) Certificates paid or deemed to have been paid within the meaning of the 200 1 8  Trust 
Agreement; and 

(3) Certificates in lieu of and in substitution for which other Certificates shall have been 
executed and delivered by the Trustee under the 200 I B Trust Agreement. 

"Owner" means the registered owner of any Certificate. 

"Permitted Investments" means any of the following to the extent then permitted by law: 

(i) any bonds or other obligations which as to principal and interest constitute 
direct obligations of, or are unconditionally guaranteed by, the United States of America, 
including obligations of any of the Federal agencies set forth in clause (iii) below to the extent 
unconditionally guaranteed by the United States of America, including obligations issued 
pursuant to paragraph 2 1 B(d)(3) of the Federal Home Loan Bank Act, as amended by 
paragraph 51 l(a) of the Financial Institutions Reform, Recovery and Enforcement Act of 
1 989, or any successor provisions to paragraph 2 l (B)  of the Federal Home Loan Bank, as so 
amended; 
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(ii) any bonds or other obligations of any state of the United States of America 
or of any agency, instrumentality or local governmental unit of any such state (a) which are 
not callable prior to maturity or as to which irrevocable instructions have been given to the 
trustee of such bonds or other obligations by the obligor to give due notice of redemption and 
to call such bonds for redemption on the date or dates specified in such instructions, (b) which 
are secured as to principal and interest and redemption premium, if any, by a fund consisting 
only of cash or bonds or other obligations of the character described in clause (i) hereof which 
fund may be applied only to the payment of such principal of and interest and redemption 
premium, if any, on such bonds or other obligations on the maturity date or dates thereof or 
the redemption date or dates specified in the irrevocable instructions referred to in 
subclause (a) of this clause (ii), as appropriate, and (c) as to which the principal of and 
interest on the bonds and obligations of the character described in clause (i) hereof which 
have been deposited in such fund along with any cash on deposit in such fund are sufficient to 
pay principal of and interest and redemption premium, if any, on the bonds or other 
obligations described in this clause (ii) on the maturity date or dates thereof or on the 
redemption date or dates specified in the irrevocable instructions referred to in subclause (a) 
of this clause (ii), as appropriate; 

(iii) bonds, debentures, or other evidences of indebtedness issued or guaranteed 
by any agency or corporation which has been or may be created pursuant to an Act of 
Congress as an agency or instrumentality of the United States of America; 

(iv) direct and general obligations of any state of the United States of America, 
to the payment of the principal of and interest on which the full faith and credit of such state 
is pledged, provided that at the time of their purchase such obligations are rated in one of the 
two highest rating categories (without regard to "+'"s or "-"'s) by Moody's  and S&P; 

(v) obligations of any state of the United States of America (other than the 
State) or any political subdivision of any state of the United States of America or any agency 
or instrumentality of any such state or political subdivision which at the time of their purchase 
shall be rated in the highest rating category (without regard to "+"'s or "-'"s) by Moody's and 
by S&P; 

(vi) direct and general obligations of the State of California to the payment of the 
principal of and interest on which the full faith and credit of the State of California are 
pledged, or any bonds or other obligations of the State of California which as to principal and 
interest are unconditionally guaranteed by the State of California, which, in each case, at the 
time of their purchase shall be rated in one of the two highest rating categories (without 
regard to "+'"s or "-"'s) by Moody's and by S&P; 

(vii) certificates or other instruments that evidence ownership of the right to 
payments of principal of or interest on obligations of any state of the United States of 
America or any political subdivision thereof or any agency or instrumentality of any state or 
political subdivision, provided that such obligations shall be held in trust by a bank or trust 
company or a national banking association meeting the requirements for a successor Trustee, 
and provided further that the payments of all principal of and interest on such certificates or 
such obligations shall be fully insured or unconditionally guaranteed by, or otherwise 
unconditionally payable pursuant to a credit support arrangement provided by, one or more 
financial institutions or insurance companies or associations which shall be rated at the time 
of purchase in the highest rating category (without regard to "+'"s or "-'"s) by Moody's and 
S&P, or, in the case of an insurer providing municipal bond insurance policies insuring the 
payment, when due, of the principal of and interest on municipal bonds, such insurance policy 
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shall result in such municipal bonds being rated in the highest rating category (without regard 
to "+'"s or "-'"s) by Moody's and S&P; 

(viii) certificates that evidence ownership of the right to payments of principal or 
interest on obligations described in clause (i), provided that such obligations shall be held in 
trust by a bank or trust company or a national banking association meeting the requirements 
for a successor Trustee under the 2001  B Trust Agreement; 

(ix) certificates of deposit, whether negotiable or non-negotiable, and banker's 
acceptances of the 50 largest banks in the United States (including, the Trustee and its 
affiliates) or commercial paper issued by the parent holding company of any such bank which 
at the time of investment has an outstanding unsecured, uninsured and unguaranteed debt 
issue ranked in either of the two highest rating categories (without regard to "+'"s or "-"'s) by 
Moody's and S&P (including the Trustee and its parent holding company, if any, if it 
otherwise qualifies); 

(x) commercial paper, other than that issued by bank holding companies, rated 
at the date of investment in the highest short term rating category (without regard to "+'"s or 
"-'"s) by Moody's and by S&P; 

(xi) shares of an investment company, organized under the Investment Company 
Act of 1 940, as amended, which invests its assets exclusively in obligations of the type 
described in clauses (i), (iii) or (v), including shares in funds or companies for which the 
Trustee or any of its affiliates provides investment advisory or other management services; 

(xii) repurchase agreements collateralized by any one or more of the securities 
described in clauses (i) and (iii) with any registered broker/dealer subject to the Securities 
Investors' Protection Corporation jurisdiction and recognized as a primary dealer by the 
Federal Reserve Bank of New York if such broker/dealer or bank or the holding company or 
other controlling corporation of such broker/dealer or bank has at the time of purchase an 
uninsured, unsecured and unguaranteed obligation rated "Prime 1 "  or "A3" by Moody's  and 
"A-1" or "A-" or better by S&P, provided: 

(a) a master repurchase agreement or specific written 
repurchase agreement governs the transaction; and 

(b) the securities are held by the Trustee or an independent 
third party acting solely as agent for the Trustee free and clear of any lien, 
and such third party is (a) a Federal Reserve Bank, (b) a bank which is a 
member of the Federal Deposit Insurance Corporation and which has 
combined capital, surplus and undivided profits of not less than $25 million, 
or ( c) and the Trustee shall have received written confirmation from such 
third party that it holds such securities, free of any lien, as agent for the 
Trustee; and 

(c) a perfected first security interest under the Uniform 
Commercial Code, or book entry procedures prescribed at 3 1  C .F.R. 306. 1 et 
seq. or 3 1  C.F.R. 350.0 et seq. in such securities is created for the benefit of 
the Trustee; and 

(d) the repurchase agreement has a term of thirty (30) days or 
less, or the Trustee will value the collateral securities no less frequently than 
monthly and will liquidate the collateral securities if  any deficiency in the 
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required collateral percentage is not restored within two business days of 
such valuation; and 

(e) the fair market value of the secunties in relation to the 
amount of the repurchase obligation, including principal and interest, is 
equal to at least 1 00%; 

(xiii) guaranteed investment contracts entered into with an entity the debt 
securities of which, or, if the obligations of such entity under the guaranteed investment 
contract are guaranteed by a guarantor, the debt securities of such guarantor, are rated in one 
of the two highest long-term rating categories (without regard to "+"'s or "-" 's) by Moody's 
and S&P at their time of purchase;  and 

(xiv) the Local Agency Investment Fund referred to in Section 1 6429 . 1  of the 
California Government Code. 

"Prepayment Fund" means the fund by that name established pursuant to the 2001 8  Trust Agreement. 

"Prepaid Interest Account" means the account by that name established in the Debt Service Fund 
pursuant to the 20018 Trust Agreement. 

"Principal Payment Date" means a date on which principal installments evidenced and represented by 
the Certificates becomes due and payable, being July 1 of each year to which reference is made. 

"Prior Expenditures" means the amounts expended by the District from its own funds for the design, 
engineering, permitting and construction of such portions as the District shall designate of the 20018 Project 
and for such portions of the Cost of Issuance as the District shall designate. 

"Purchase Price" means the principal amount plus the interest thereon owed by the District to the 
Corporation under the conditions and terms of the 2001 8  Installment Sale Agreement for the purchase of the 
2001 B Project and the incidental costs and expenses related thereto paid by the Corporation. 

"Rebate Regulations" means any final, proposed or temporary Treasury Regulations promulgated 
under Section 1 48(£) of the Code. 

"Repository" shall mean each nationally recognized municipal securities information repository 
within the meaning of Rule 1 5c2- 1 2. 

"Request" or "Certificate" means, with respect to the District, an instrument in writing signed on 
behalf of the District by the President of the Board of Directors of the District, its General Manager, its 
Director of Finance or by any other officer of the District duly authorized by the Board of Directors of the 
District to sign documents on its behalf with respect to the matters referred to therein. 

"Rule 1 5c2- 1 2" means Rule 1 5c2- 12  under the Securities Exchange Act of 1 934 together with all 
interpretative guidances or other official interpretations and explanations thereof that are promulgated by the 
United States Securities and Exchange Conunission. 

"S&P" shall mean Standard & Poor's Rating Services, a division of The McGraw-Hill Companies, 
Inc., a corporation organized and existing under the laws of the State of New York, its successors and assigns, 
and, if such corporation is dissolved or liquidated or no longer performs the functions of a securities rating 
agency, "S&P" will be deemed to refer to any other nationally recognized securities rating agency designated 
by the District by written notice to the Trustee and with the prior written consent of the Insurer so long as the 
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payment of principal and interest with respect to any Certificates is guaranteed by the Insurer under the 
Insurance Policy and the Insurer is not in default under the Insurance Policy. 

"Special Counsel" means an attorney or firm of attorneys acceptable to the District, of nationally 
recognized standing in matters pertaining to the federal tax exemption of interest on bonds issued by states and 
political subdivisions, and duly admitted to practice law before the highest court of any state of the United 
States of America or the District of Columbia. 

"State Information Depository" means any applicable State of California information depository 
within the meaning of Rule 1 5c2- 12 .  

"Tax Certificate" means that certain tax certificate executed on the Delivery Date by the District in 
connection with the execution and delivery of the Certificates. 

"Trust Agreement" means the 200 1 B  Trust Agreement executed and entered into as of April 1 ,  200 1 ,  
by and among the Trustee, the Corporation and the District, as originally executed and entered into and as it 
may from time to time be amended or supplemented. 

"Trustee" means U.S.  Trust Company, National Association, a national banking association duly 
organized and existing under and by virtue of the laws of the United States of America, at its corporate trust 
offices in Los Angeles or San Francisco, California ( or any other location where the Trustee conducts its 
corporate trust business), or any other bank or trust company which may at any time be substituted in its place 
as provided in the 2001 B Trust Agreement at its principal corporate trust office. 

"Water and Sewer System" means: (i) all property rights, contractual rights and facilities of the 
District relating to water, including all facilities for the treatment, conservation, storage, transmission and 
distribution of water now owned by the District and all other properties, structures or works for the treatment, 
conservation, storage, transmission and distribution of water and the generation and delivery of hydroelectric 
power in connection therewith acquired and constructed by or for the District and determined by the District to 
be a part of the Water and Sewer System; and (ii) all property rights, contractual rights and facilities of the 
District relating to wastewater, including all facilities for the transporting, treating, neutralizing, stabilizing or 
disposing of wastewater now owned by the District and all other properties, structures or works for the 
transporting, treating, neutralizing, stabilizing or disposing of wastewater acquired and constructed by or for 
the District and determined by the District to be a part of the Water and Sewer System; together with all 
additions, betterments, extensions or improvements to such facilities, properties, structures or works or any 
part thereof acquired and constructed. 

B. SUMMARY OF CERTAIN PROVISIONS OF THE 2001B TRUST AGREEMENT 

The following is a summary of certain provisions of the 200/B Trust Agreement. This summary does 
not purport to be complete or definitive and is qualified in its entirety by reference to the full terms of the 
200/B Trust Agreement. 

The Trustee 

U.S. Trust Company, National Association, Los Angeles, California, has been appointed by the 
District and the Corporation as Trustee. The Trustee will receive all of 20018 Installment Sale Payments for 
disbursement in conformity with the 2001B Trust Agreement. In addition, the Trustee will act as Certificate 
registrar. 
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Equal Security 

In consideration of the acceptance of the Certificates by the Owners, the 20018 Trust Agreement shall 
be deemed to be and shall constitute a contract between the Trustee and the Owners to secure the full and final 
payment of the interest and principal and prepayment premiums, if any, evidenced and represented by the 
Certificates, subject to the agreements, conditions, covenants and terms contained therein; and all agreements, 
conditions, covenants and terms contained therein required to be observed or performed by or on behalf of the 
Trustee shall be for the equal and proportionate benefit, protection and security of all Owners without 
distinction, preference or priority as to benefit, protection or security of any Certificates over any other 
Certificates by reason of the number or date thereof or the time of execution or delivery thereof or otherwise 
for any cause whatsoever, except as expressly provided therein in the 200 1B Trust Agreement or in the 
Certificates. 

Notices and Records Provisions Relating to the Insurance Policy. 

(a) If, on the third day preceding any Interest Payment Date for the Certificates there is not on 
deposit with the Trustee sufficient moneys available to pay all principal of and interest on the Certificates due 
on such date, the Trustee shall immediately notify the Insurer and State Street Bank and Trust Company, N.A., 
New York, New York or its successor as its Fiscal Agent (the "Fiscal Agent") of the amount of such 
deficiency. If, by said Interest Payment Date, the District has not provided the amount of such deficiency, the 
Trustee shall simultaneously make available to the Insurer and to the Fiscal Agent the registration books for 
the Certificates maintained by the Trustee. In addition: 

(i) The Trustee shall provide the Insurer with a list of the Owners entitled to 
receive principal or interest payments from the Insurer under the terms of the Insurance 
Policy and shall make arrangements for the Insurer and its Fiscal Agent ( 1 )  to mail checks or 
drafts to Owners entitled to receive full or partial interest payments from the Insurer and (2) 
to pay principal of the Certificates surrendered to the Fiscal Agent by the Owners entitled to 
receive full or partial principal payments from the Insurer; and 

(ii) The Trustee shall, at the time it makes the registration books available to the 
Insurer pursuant to (i) above, notify Owners entitled to receive the payment of principal of or 
interest on the Certificates from the Insurer ( 1)  as to the fact of such entitlement, (2) that the 
Insurer will remit to them all or part of the interest payments coming due subject to the terms 
of the Insurance Policy, (3) that, except as provided in paragraph (ii) below, the in the event 
that any Owner is entitled to receive full payment of principal from the Insurer, such Owner 
must tender his Certificate with the instrument of transfer in the form provided on the 
Certificate executed in the name of the Insurer, and (4) that, except as provided in paragraph 
(b) below, in the event that such Owner is entitled to receive partial payment of principal 
from the Insurer, such Owner must tender his Certificate for payment first to the Trustee, 
which shall note on such Certificate the portion of principal paid by the Trustee, and then, 
with an acceptable form of assignment executed in the name of the Insurer, to the Fiscal 
Agent, which will then pay the unpaid portion of principal to the Owner subject to the terms 
of the Insurance Policy. 

(b) In the event that the Trustee has notice that any payment of principal of or interest on a 
Certificate has been recovered from a Owner pursuant to the United States Bankruptcy Code by a trustee in 
bankruptcy in accordance with the final, nonappealable order of a court having competent jurisdiction, the 
Trustee shall, at the time it provides notice to the Insurer, notify all Owners that in the event that any Owner's 
payment is so recovered, such Owner will be entitled to payment from the Insurer to the extent of such 
recovery, and the Trustee shall furnish to the Insurer its records evidencing the payments of principal of and 
interest on the Certificates which have been made by the Trustee and subsequently recovered from Owners, 
and the dates on which such payments were made. 
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(c) The Insurer sha ll, to the extent it makes payments of principal of or interest on the 
Certificates, become subrogated to the rights of the recipients of such payments in accordance with the terms 
of the Insurance Policy and, to evidence such subrogation, (A) in the case of subrogation as to claims for past 
due interest, the Trustee shall note the Insurer's rights as subrogee on the registration books maintained by the 
Trustee upon receipt from the Insurer of proof of the payment of interest thereon to the Owners of such 
Certificates and (B) in the case of subrogatibn as to claims for past due principal, the Trustee shall note the 
Insurer's  rights as subrogee on the registration books for the Certificates maintained by the Trustee upon 
receipt of proof of the payment of principal thereof to the Owners of such Certificates. Notwithstanding 
anything in this 2001B Trust Agreement or the Certificates to the contrary, the Trustee shall make payment of 
such past due interest and past due principal directly to the Insurer to the extent that the Insurer is a subrogee 
with respect thereto. 

INSTALLMENT SALE PAYMENTS 

Assignment of 200 1B  Installment Sale Payments. The Corporation, for good and valuable 
consideration, unconditionally grants, transfers and assigns to the Trustee without recourse all its rights to 
receive the 200 I B Installment Sale Payments for the benefit of the Owners of the Certificates and any and all 
of the other rights, title and interest of the Corporation in the 2001B Installment Sale Agreement except the 
rights of the Corporation set forth in the indemnification provisions and its rights to receive payment of its 
fees, expenses and reimbursements, for the purpose of securing: (a) the payment of all sums due and owing to 
the Owners of the Certificates under the terms of the 200 1B  Trust Agreement; and (b) the observance, 
performance and discharge of each agreement, condition, covenant and term of the District contained in the 
200 1B  Trust Agreement and in the 2001B Installment Sale Agreement, and the Trustee accepts such 
assignment. 

All 2001B Installment Sale Payments shall be paid directly by the District to the Trustee, and all 
200 1B  Installment Sale Payments received by the Trustee shall be held in trust by the Trustee under the terms 
of the 200 1B  Trust Agreement for the benefit of the District until deposited in the funds provided in the 2001B 
Trust Agreement, whereupon such money shall be held in  trust in such funds by the Trustee for the benefit of 
the Owners. The District pledges and grants a lien on and a security interest to the Trustee in such moneys 
paid to the Trustee for the benefit of the Owners. 

Deposit of 2001B Installment Sale Payments. The Trustee agrees to establish and maintain the funds 
described below so long as any Certificates are Outstanding, and the money in each of such funds shall be 
disbursed only for the purposes and uses hereinafter authorized. The Trustee shall deposit the 2001 B 
Installment Sale Payments paid to it at the following respective times in the following respective funds in the 
manner hereinafter provided. Notwithstanding the provisions of Subsections (a) and (b) of this Section, any 
money in such funds not required to pay the principal , interest and prepayment premiums, if any, evidenced 
and represented by the Certificates shall on the Business Day immediately following each Interest Payment 
Date be deposited first in the Debt Service Reserve Fund, to the extent money is needed therein for the balance 
therein to equal the Debt Service Reserve Fund Requirement, and second, if the District so directs in writing, 
in the Excess Investment Earnings Fund, and third, after the above deposits are completed, shall be transferred 
to the District for deposit by the District in the Water and Sewer Revenue Fund held under the Master 
Resolution. 

(a) Debt Service Fund. The Trustee shall establish a Prepaid Interest Account in the Debt 
Service Fund to be held separately from other monies in such fund. The Trustee shall hold in the Prepaid 
Interest Account the monies deposited therein pursuant to the 2001B Trust Agreement and utilize such monies 
to pay interest with respect to the Certificates prior to other monies in the Debt Service Fund until depleted. 

The Trustee, on or prior to each Interest Payment Date (commencing on July 1 ,  2001) ,  shall deposit in 
the Debt Service Fund that amount of money representing the portion of the 200 1 B  Installment Sale Payments 
constituting the interest installment becoming due and payable on such Interest Payment Date. The Trustee, on 
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or prior to each Certificate Payment Date ( commencing on July 1 ,  2024 ), shall deposit in the Debt Service 
Fund that amount of money representing the portion of the 20018 Installment Sale Payments constituting the 
principal installment becoming due and payable on such Certificate Payment Date. All money in the Debt 
Service Fund shall be used and withdrawn by the Trustee solely for the purpose of paying the interest 
evidenced and represented by the Certificates on their respective Interest Payment Dates and paying the 
principal evidenced and represented by the Certificates on their respective Certificate Payment Dates or on 
mandatory prepayment prior thereto pursuant to the 200 1B Trust Agreement. 

(b) Prepayment Fund. The Trustee, at the time that any prepayment is paid to the Trustee 
pursuant to the 2001 B  Installment Sale Agreement, shall deposit in the Prepayment Fund the amount of such 
prepayment. All money in the Prepayment Fund shall be used and withdrawn by the Trustee solely for the 
purpose of paying the interest and principal and prepayment premiums, if any, evidenced and represented by 
the Certificates to be prepaid on their respective prepayment dates. 

Debt Service Reserve Fund. 

(a) The Trustee shall deposit amounts received from the District pursuant to the debt service 
reserve fund provision of the 20018 Installment Sale Agreement and the Debt Service Reserve Fund Surety 
Bond, if any, in the Debt Service Reserve Fund. If the amount available and contained in the Debt Service 
Reserve Fund on the first Business Day of any month is less than the Debt Service Reserve Fund Requirement, 
the Trustee shall notify the District within thirty (30) days of such occurrence and request the District to 
replenish the Debt Service Reserve Fund in accordance with the 2001 B Installment Sale Agreement. If at any 
time the amount available and contained in the Debt Service Reserve Fund exceeds an amount equal to the 
Debt Service Reserve Fund Requirement and if the District is not then in default under the 2001 B Installment 
Sale Agreement or under the 20018 Trust Agreement, the Trustee shall, upon receipt of a Request of District, 
withdraw the amount of such excess from the Debt Service Reserve Fund and transfer such amount to the 
District for deposit in the Installment Sale Payment Fund held under the Master Resolution. For this 
determination, the Trustee shall make a valuation of the Permitted Investments in the Debt Service Reserve 
Fund as of July 1 of each year at the market value thereof, less accrued interest, and as of the date of any 
prepayment of Certificates, and the Trustee shall provide the District written notice of such valuation. Except 
for such withdrawals, all money in the Debt Service Reserve Fund shall be used and withdrawn by the Trustee 
solely for the purpose of making the principal and interest components of 2001  B Installment Sale Payments in 
the event that such payments are not made by the District as provided in the 20018 Installment Sale 
Agreement. 

(b) In lieu of making deposits in the Debt Service Reserve Fund pursuant to the debt service 
reserve fund provision of the 20018 Installment Sale Agreement, or in replacement of all or a portion of 
moneys then on deposit in the Debt Service Reserve Fund (which shall be transferred by the Trustee to the 
District), the District may deliver to the Trustee an insurance policy, surety bond or guaranty, with a term 
ending not earlier than the last scheduled Certificate Payment Date and otherwise in form and substance 
satisfactory to the Corporation, District, the Trustee and the Insurer, securing an amount, together with moneys 
or Permitted Investments on deposit in the Debt Service Reserve Fund, no less than the Debt Service Reserve 
Fund Requirement and issued or made by an insurance company whose claims paying ability shall be rated in 
the highest rating category (without regard to "+'"s or "-'"s) of Moody's  Investors Service and Standard & 
Poor's Corporation at the time of delivery. Any such insurance policy, surety bond or guaranty shall be 
accompanied upon delivery to the Trustee by an Opinion (or opinions) of Counsel, acceptable to the Trustee 
and the Insurer, addressed to the Trustee and the Insurer, as to the due authorization, execution and delivery of 
such instrument and enforceability of such instrument in accordance with its terms, subject to applicable laws 
affecting creditors' rights generally, and otherwise in form and substance satisfactory to the Trustee and the 
Insurer, and an Opinion of Counsel that the substitution of such instrument for amounts held in the Debt 
Service Reserve Fund will not adversely affect the exclusion from gross income of interest with respect to the 
Certificates for federal income tax purposes. Notwithstanding any other provision herein to the contrary, the 
District may elect to deposit such insurance policy, surety bond or guaranty into the Debt Service Reserve 
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Fund only if such instrument and the terms and conditions of the Trust Agreement and the 200 1 B  Installment 
Sale Agreement meet the requirements set forth on Schedule A to the 200IB Trust Agreement. If and to the 
extent that money or Permitted Investments are also on deposit in the Debt Service Reserve Fund, all such 
money shall be used and Permitted Investments liquidated and the proceeds thereof used prior to any drawing 
under the insurance policy, guaranty or surety bond. 

Excess Investment Earnings Fund. 

(a) Establishment of Excess Investment Earnings Fund. With respect to the execution and 
delivery of the Certificates, the Trustee shall establish a separate special fund for such issue of certificates, to 
be designated as the 200 1 8  Excess Investment Earnings Fund (the "Excess Investment Earnings Fund"), and 
the District shall comply with the requirements of this section. All money at any time deposited in the Excess 
Investment Earnings Fund shall be held by the Trustee in trust, for payment to the United States Treasury. All 
amounts on deposit in the Excess Investment Earnings Fund shall be governed by this section, and the Tax 
Certificate, unless the District obtains an opinion of Special Counsel that the exclusion from gross income of 
the interest component of the 200 1 8  Installment Sale Payments will not be adversely affected for federal 
income tax purposes if such requirements are not satisfied. 

(i) Annual Computation. With respect to the Excess Investment Earnings Fund, within 
55 days of the end of each Certificate Year, the District shall calculate or cause to be calculated the 
amount of rebatable arbitrage, in accordance with Section 148(f) of the Code and Section 1 . 148-2 of 
the Rebate Regulations, for this purpose treating the last day of the applicable Certificate Year as a 
computation date, within the meaning of Section l . 148-8(b) of the Rebate Regulations (the "Rebatable 
Arbitrage"). The District shall obtain expert advice as to the amount of the Rebatable Arbitrage to 
comply with this section. 

(ii) Annual Transfer. With respect to the Excess Investment Earnings Fund, within 55 
days of the end of each applicable Certificate Year, the District shall direct the Trustee, in writing, to 
deposit in the Excess Investment Earnings Fund from any legally available funds if and to the extent 
required, so that the balance in the Excess Investment Earnings Fund shall equal the amount of 
Rebatable Arbitrage so calculated in accordance with Subsection (a)(i). In the event that immediately 
following the transfer required by the previous sentence, the amount then on deposit to the credit of 
the Excess Investment Earnings Fund exceeds the amount required to be on deposit therein, the 
District shall direct the Trustee, in writing, to withdraw the excess from the Excess Investment 
Earnings Fund and then credit the excess to the Debt Service Fund. 

(iii) Payment to the Treasury. With respect to the Excess Investment Earnings Fund, the 
District shall direct the Trustee, in writing, to pay to the United States Treasury, out of amounts in the 
Excess Investment Earnings Fund: 

(X) Not later than 60 days after the end of (A) the fifth Certificate Year, and 
(8) each fifth Certificate Year thereafter, an amount equal to at least 90% of the Rebatable 
Arbitrage with respect to the Certificates, calculated as of the end of such Certificate Year; 
and 

(Y) Not later than 60 days after the payment of all of the Certificates, an amount 
equal to 100% of the Rebatable Arbitrage with respect to the Certificates, calculated as of the 
end of such Certificate Year, and any income attributable to the Rebatable Arbitrage, 
computed in accordance with Section 148(f) of the Code. 

In the event that, prior to the time of any payment required to be made from the Excess Investment 
Earnings Fund, the amount in the Excess Investment Earnings Fund is not sufficient to make such payment 
when such payment is due, the District shall calculate or cause to be calculated the amount of such deficiency 
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and deposit an amount received from any legally available source equal to such deficiency in the Excess 
Investment Earnings Fund prior to the time such payment is due. Each payment required to be made pursuant 
to this Subsection (a)(iii) shall be made to the Internal Revenue Service Center, Philadelphia, Pennsylvania 
1 9255 on or before the date on which such payment is due, and shall be accompanied by Internal Revenue 
Service Form 8038-T, or shall be made in such other manner as provided under the Code. 

The Trustee shall conclusively be entitled to rely upon all calculations and directions made and 
furnished by the District under this section and shall be under no duty to take any action in the absence of such 
direction. The Trustee shall not incur any liability whatsoever in reliance upon and as instructed by such 
calculations and direction. 

(b) Disposition of Unexpended Funds. Any funds remaining in the Excess Investment Earnings 
Fund after the repayment of the Certificates and the payments described in subsection (a)(iii) above may be 
withdrawn by the District and utilized in any manner by the District. 

(c) Survival of Defeasance. Notwithstanding anything in the Excess Investment Earnings Fund 
Section to the contrary, the obligation to comply with the requirements of this section shall survive the 
defeasance of the obligation represented by the Certificates. 

COVENANTS 

Compliance with 20018 Trust Agreement. The Trustee will not execute or deliver any Certificates in 
any manner other than in accordance with the express provisions of the 20018 Trust Agreement; and neither 
the Corporation nor the District will suffer or permit any default by them to occur thereunder, but each will 
faithfully observe and perform all the agreements, conditions, covenants and terms contained therein required 
to be observed and performed by them. 

Compliance with and Amendment of or Supplement to the 2001B Installment Sale Agreement and the 
Master Resolution. The Corporation and the District will faithfully observe and perform all the agreements, 
conditions, covenants and terms contained in the 200 18  Installment Sale Agreement required to be observed 
and performed by them, and will enforce the 2001 B Installment Sale Agreement against the other party thereto 
in accordance with its terms. 

The Corporation and the District may amend or supplement the 2001 B Installment Sale Agreement 
with the prior written consent of the Trustee, which consent shall be given only if, in the opinion of the Trustee 
(which opinion may be based upon an Opinion of Counsel or a Certificate of the District), such amendment or 
supplement is not materially adverse to the interests of the Owners, including, but not limited to, amendments 
or supplements (i) to add to the agreements and covenants of either party other agreements and covenants to be 
observed, or to surrender any right or power therein reserved to the District, or (ii) to cure, correct or 
supplement any ambiguous or defective provision contained therein, or (iii) to provide for the acceleration of 
200 18  Installment Sale Payments as contemplated by Section 3.02 of the Master Resolution, (iv) to resolve 
questions arising thereunder as the parties thereto may deem necessary or desirable and which do not 
materially adversely affect the interests of the Owners of the Certificates, or ( v) to revise the 200 I B 
Installment Sale Payments Schedule attached to the 2001 B Installment Sale Agreement as Exhibit A in 
connection with the execution and delivery of certificates that constitute Refunding Parity Obligations as 
defined in the Master Resolution and to otherwise provide for the execution and delivery of such certificates; 
provided, that the Trustee may consent to any amendment of or supplement to the 2001  B Installment Sale 
Agreement if it first obtains the written consent, amendments or supplements of the Owners of at least a 
majority in aggregate principal amount of the Certificates then Outstanding to such amendment or supplement, 
except that no such amendment or supplement shall reduce the principal or interest component of any 200 I B 
Installment Sale Payment without the written consent of the Owner of each Certificate evidencing and 
representing an interest therein. The District will give notice of any such amendment or supplement to each 
rating agency then rating the Certificates. 
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The District will faithfully observe and perform all the agreements, conditions, covenants and terms 
contained in the Master Resolution required to be observed and performed by the District. 

The District may modify, amend or supplement the Master Resolution with the prior written consent 
of the Trustee, which consent shall be given only if, in the opinion of the Trustee (which opinion may be based 
upon an Opinion of Counsel or a Certificate of the District), such amendment or supplement is not materially 
adverse to the interests of the 0""11ers, including, but not limited to, modifications, amendments or 
supplements (i) to add to the agreements and covenants of the District other agreements and covenants to be 
observed, or to surrender any right or power therein reserved to the District, or (ii) to cure, correct or 
supplement any ambiguous or defective provision contained therein, or (iii) to provide for the acceleration of 
the 200 1 8  Installment Sale Payments evidenced by the Certificates as contemplated by Section 3.02 of the 
Master Resolution, or (iv) to resolve questions arising thereunder as the District may deem necessary or 
desirable, and which do not materially adversely affect the interests of the Owners of the Certificates; 
provided, that the Trustee may consent to any modification or amendment of or supplement to the Master 
Resolution if it first obtains the written consent of the Owners of at least a majority in aggregate principal 
amount of the Certificates then Outstanding to such modification, amendment or supplement. The District 
shall give notice of any such amendment or supplement to each rating agency then rating the Certificates. 
Notwithstanding any other provision of this Trust Agreement, the Trustee may consent to an amendment or 
supplement only if it receives an Opinion of Counsel that the exclusion from gross income of interest with 
respect to the Certificates will not be adversely affected for federal income tax purposes. 

Tax Covenants. Notwithstanding any other provision of the 2001B Trust Agreement, absent an 
opinion of Special Counsel that the exclusion from gross income of the interest component of the 2001B 
Installment Sale Payments will not be  adversely affected for federal income tax purposes, the District 
covenants to comply with all applicable requirements of the Code necessary to preserve such exclusion from 
gross income and specifically covenants , without limiting the generality of the foregoing, as follows: 

(a) Private Activity. The District will not take or omit to take any action or make any use of the 
proceeds of the Certificates or of any other monies or property which would cause the obligation represented 
by the Certificates to be a "private activity bond" within the meaning of Section 14 1  of the Code; 

(b) Arbitrage. The District will make no use of the proceeds of the Certificates or of any other 
amounts or property, regardless of the source, or take or omit to take any action which would cause the 
obligation represented by the Certificates to be an "arbitrage bond" within the meaning of Section 1 48 of the 
Code; 

( c) Federal Guarantee. The District will make no use of the proceeds of the Certificates or take 
or omit to take any action that would cause the obligation represented by the Certificates to be "federally 
guaranteed" within the meaning of Section 1 49(b) of the Code; 

( d) Information Reporting. The District will take or cause to be taken all necessary action to 
comply with the informational reporting requirement of Section 1 49(e) of the Code; and 

( e) Miscellaneous. The District will take no action inconsistent with its expectations stated in the 
Tax Certificate and will comply with the covenants and requirements stated therein and incorporated by 
reference. 

Prosecution and Defense of Suits. The District will defend against every action, suit or other 
proceeding at any time brought against the Trustee, the Corporation or any Owner upon any claim arising out 
of the receipt, deposit or disbursement of any of the 2001B Installment Sale Payments or involving any rights, 
duties or obligations of the Trustee, the Corporation or any Owner under the 200 1B  Trust Agreement, the 
200 18  Installment Sale Agreement and/or the 20018 Certificates; provided, that the Trustee, the Corporation 
or any Owner at its or his or her election may appear in and defend any such action, suit or other proceeding. 
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The District will indemnify and hold harmless the Trustee, the Corporation and the Owners against any and all 
liabilities claimed or asserted by any person and costs (including reasonable attorneys ' fees) arising out of any 
such receipt, deposit or disbursement, and will indemnify and hold harmless the Owners against any 
reasonable attorneys' fees or other expenses which any of them may incur in connection with any litigation or 
otherwise in connection with the foregoing to which any of them may become a party in order to enforce their 
rights under the 2001B Trust Agreement or under the Certificates; provided, that with respect to any such 
attorneys' fees or other expenses suffered by the Owners such litigation shall be concluded favorably to such 
Owners' contentions therein. 

Accounting Records and Statements. The Trustee shall keep proper books of record and account in 
accordance with trust accounting standards in which complete and correct entries shall be made of all 
transactions relating to the receipt, investment, disbursement, allocation and application of the 
200 1 B  Installment Sale Payments and the proceeds of the Certificates or the obligation which they evidence 
and represent. Such records shall be open to inspection by the District and by any Owner at any reasonable 
time during regular business hours on reasonable notice. Not later than the fifteenth ( 15th) day of each month, 
and continuing for so long as any Certificates are Outstanding, the Trustee will furnish to the Corporation and 
to the District a complete statement covering the receipts, deposits and disbursements of the funds held by the 
Trustee under the 20018 Trust Agreement for the preceding month in the format that the Trustee utilizes in 
preparing such statements. 

Further Assurances. Whenever and so often as requested to do so by the Trustee or any Owner, the 
District and the Corporation will promptly execute and deliver, or cause to be executed and delivered, all such 
other and further assurances, documents or instruments and promptly do or cause to be done all such other and 
further things as may be necessary or reasonably required in order to further and more fully vest in the Trustee 
and the Owners the benefit, protection and security conferred, or intended to be conferred, upon them by the 
2001 B Trust Agreement. 

DEFAULT AND LIMITATIONS OF LIABILITY 

Action on Default. If any Event of Default shall happen, then such Event of Default shall constitute a 
default under the 2001B Trust Agreement, and in each and every such case during the continuance of such 
Event of Default the Trustee, upon being provided with indemnity satisfactory to the Trustee, or the Owners of 
not less than a majority in aggregate principal amount evidenced and represented by the Certificates at the time 
Outstanding shall be entitled, upon notice in writing to the District and to the Corporation, to exercise the 
remedies provided to the Corporation in the 2001 B  Installment Sale Agreement; provided, that nothing 
contained in the 2001B Trust Agreement shall affect or impair the right of action of any Owner to institute suit 
directly against the District to enforce payment of the obligation evidenced and represented by such Owner's 
Certificate; provided, further, that any payments made by the Insurer under the Insurance Policy shall not be 
deemed payments with respect to the Certificates for purposes of determining whether an Event of Default has 
occurred. 

Other Remedies of the Trustee. The Trustee shall have the right --

(a) by mandamus or other action or proceeding or suit at law or in equity to enforce its rights 
against the Corporation or the District or any director, officer or employee of the District, and to compel the 
Corporation or the District or any such director, officer or employee of the District to observe or perform its or 
his duties under applicable law and the agreements, conditions, covenants and terms contained in the 200 I B 
Trust Agreement required to be observed or performed by it or him; 

(b) by suit in equity to enjoin any acts or things which are unlawful or violate the rights of the 
Trustee or the Owners; or 
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( c) by suit in equity upon the happening of any default under the 200 1B Trust Agreement to 
require the Corporation and the District and the directors, officers and employees of the District to account as 
the trustee of an express trust. 

Non-Waiver. A waiver of any default under the 200 18  Trust Agreement or breach of any obligation 
thereunder by the Trustee shall not affect any subsequent default under the 20018  Trust Agreement or any 
subsequent breach of an obligation under 200 l 8 Trust Agreement or impair any rights or remedies on any 
such subsequent default thereunder or on any such subsequent breach of an obligation thereunder. No delay or 
omission by the Trustee to exercise any right or remedy accruing upon any default thereunder shall impair any 
such right or remedy or shall be construed to be a waiver of any such default under the 200 1 8  Trust 
Agreement or an acquiescence therein, and every right or remedy conferred upon the Trustee by applicable 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. 

If any action, proceeding or suit to enforce any right or to exercise any remedy is abandoned or 
determined adversely to the Trustee or the Corporation or the District, then the Trustee, the Corporation and 
the District shall be restored to their former positions, rights and remedies as if such action, proceeding or suit 
had not been brought or taken. Nothing contained in the 200 1 B  Trust Agreement or in the Certificates shall 
affect or impair the obligation of the District under the 20018 Installment Sale Agreement to pay the 2001 B  
Installment Sale Payments when due as provided in the 2001B Installment Sale Agreement. 

Application of Funds. All moneys received by the Trustee pursuant to any right given or action taken 
under the provisions of the 20018 Trust Agreement pursuant to an Event of Default or of Article V of the 
20018 Installment Sale Agreement shall be deposited in a segregated account and shall be applied by the 
Trustee in the following order and upon presentation of the several Certificates, and the stamping thereon of 
the payment if only partially paid, or upon the surrender thereof if fully paid 

First. Costs and Expenses: to the payment of all of the costs and expenses of the Trustee (including 
the fees and expenses of its agents and counsel) and, after payment in full to the Trustee, of the Owners in 
declaring such Event of Default, including reasonable compensation to its or their agents, accountants and 
counsel; 

Second, Interest: to the payment to the persons entitled thereto of all payments of interest evidenced 
and represented by the Certificates then due in the order of maturity of such payments, together with accrued 
and unpaid interest on Certificates theretofore called for redemption, and, if the amount available shall not be 
sufficient to pay in full any payment or payments of interest becoming due on the same date, then to the 
payment thereof ratably, according to the amounts due thereon, to the persons entitled thereto, without any 
discrimination or preference; and 

Third, Principal: to the payment to the persons entitled thereto of the unpaid principal evidenced and 
represented by any Certificates which shall have become due, whether at maturity or by call for redemption, in 
the order of their due dates, with interest on the overdue principal evidenced and represented by the 
Certificates to be paid at a rate equal to the rate or rates of interest then applicable to the Certificates if paid in 
accordance with their terms, and, if the amount available shall not be sufficient to pay in full all the amounts 
due with respect to the Certificates on any date, together with such interest, then to the payment thereof 
ratably, according to the amounts of principal due on such date to the persons entitled thereto, without any 
discrimination or preference. 

Remedies Not Exclusive. No remedy conferred upon or reserved to the Trustee is intended to be 
exclusive and all remedies shall be cumulative and each remedy shall be in addition to every other remedy 
given under the 200 18  Trust Agreement or existing under applicable law or equity or by statute or otherwise 
and may be exercised without exhausting and without regard to any other remedy conferred by any other 
applicable law. 
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No Liability by the Corporation to the Owners. The Cotporation does not have any obligation or 
liability to the Owners with respect to the payment when due of the 200 lB Installment Sale Payments by the 
District, or with respect to the observance or performance by the District of the other agreements, conditions, 
covenants and terms contained in the 2001B Installment Sale Agreement or the 200 18  Trust Agreement 
required to be observed or performed by it, or with respect to the performance by the Trustee of any obligation 
contained in the 2001B Trust Agreement required to be performed by the District. 

No Liability by the District to the Owners. Except for the payment when due of the 2001B 
Installment Sale Payments and the observance and performance of the other agreements, conditions, covenants 
and terms contained in the 200 1 8  Installment Sale Agreement or required in the 20018 Trust Agreement to be 
observed or performed by it, the District shall not have any obligation or liability to the Owners with respect to 
the Trust Agreement or the preparation, execution, delivery, transfer, exchange or cancellation of the 
Certificates or the receipt, deposit or disbursement of the 200 I B Installment Sale Payments by the Trustee, or 
with respect to the performance by the Trustee of any obligation contained therein required to be performed by 
it. 

No Liability by the Trustee to the Owners. Except as expressly provided in the 20018 Trust 
Agreement, the Trustee shall not have any obligation or liability to the Owners with respect to the payment 
when due of the 2001B Installment Sale Payments by the District, or with respect to the observance or 
performance by the District of the other agreements, conditions, covenants and terms contained in the 20018 
Installment Sale Agreement or required in the 20018 Trust Agreement to be observed and performed by it. 

Rights of the Insurer as to Defaults and Remedies. Notwithstanding any other provisions of the Trust 
Agreement to the contrary, so long as the payment of the principal and interest with respect to any Certificates 
is guaranteed by the Insurer under the Insurance Policy and the Insurer is not in default under the Insurance 
Policy, the Insurer for all purposes of an Event of Default under the 200 I B Trust Agreement shall be deemed 
the sole Owner of said Certificates with respect to which the Insurer guarantees the payment of principal and 
interest under the Insurance Policy. The Insurer, in addition to the rights of an Owner under the 2001B Trust 
Agreement, shall have the right (i) to give to the Trustee written notice of the occurrence of an Event of 
Default, and receipt of such notice by the Trustee shall constitute actual notice thereof for purposes of the 
200 18  Trust Agreement; and (ii) to request the Trustee in writing to intervene at any time in judicial 
proceedings that affect the Certificates or the security therefor after providing indemnification to its 
satisfaction. 

In the event that the principal and/or the interest with respect to any Certificates is paid by the Insurer 
under the Insurance Policy, such Certificates shall remain Outstanding, and the Insurer shall be fully 
subrogated to the rights of the Owners of such Certificates in accordance with the terms of the Insurance 
Policy. To evidence such subrogated rights, (i) in the case of subrogation as to claims for past due interest, the 
Trustee shall note the Insurer's rights as subrogee to such past due interest on the registration books 
maintained by the Trustee pursuant to the 2001B Trust Agreement upon receipt from the Insurer of proof of 
the payment of such interest to the Owners entitled thereto and (ii) in the case of subrogation as to claims for 
past due principal, the Trustee shall note the Insurer's rights as subrogee to such past due principal on such 
registration books upon receipt from the Insurer of proof of the payment of such principal to the Owners 
entitled thereto. Notwithstanding anything in the 200 18  Trust Agreement or in the Certificates to the contrary, 
the Trustee shall make payment of such past due interest and past due principal directly to the Insurer to the 
extent that the Insurer is a subrogee with respect thereto. 

AMENDMENT OF OR SUPPLEMENT TO THE TRUST AGREEMENT 

Amendment or Supplement. The 2001B Trust Agreement and the rights and obligations of the 
Corporation and the District and Owners and the Trustee thereunder may be amended or supplemented at any 
time by an amendment thereof or supplement thereto which shall become binding when the written consents of 
the Owners of a majority in aggregate principal amount of the Certificates then Outstanding, exclusive of 
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Certificates disqualified as provided therein, are filed with the Trustee. No such amendment or supplement 
shall ( l )  reduce the rate of interest evidenced and represented by any Certificate or extend the time of payment 
thereof or reduce the amount of principal or prepayment premium, if any, evidenced and represented by any 
Certificate or extend the Certificate Payment Date thereof or otherwise alter or impair the obligation of the 
District to pay the interest and principal and prepayment premium, if any, evidenced and represented thereby at 
the time and place and at the rate and in the currency and from the funds provided therein without the prior 
written consent of the Owner of the Certificate so affected, or (2) reduce the percentage of Owners whose 
consent is required for the execution of amendments thereof or supplements thereto or for the execution of 
amendments or supplements to the 200 1B  Trust Agreement, the 2001 8  Installment Sale Agreement or the 
Master Resolution as provided in the 2001B Trust Agreement, or (3) modify any of the rights or obligations of 
the Trustee without its prior written consent thereto. 

The 2001 8  Trust Agreement and the rights and obligations of the Corporation and the District and the 
Owners and the Trustee thereunder may also be amended or supplemented at any time by an amendment 
thereof or supplement thereto which shall become binding upon execution without the written consents of any 
Owners, but only to the extent permitted by law and after receipt of an approving Opinion of Counsel and only 
if, in the opinion of the Trustee (which opinion may be based upon an Opinion of Counsel or a Certificate of 
the District), such amendment or supplement is not materially adverse to the interests of the Owners, 
including, but not limited to, amendments or supplements : 

(a) to add to the agreements, conditions, covenants and terms contained in the 200 18  Trust 
Agreement required to be observed or performed by the Corporation or the District other agreements, 
conditions, covenants and terms thereafter to be observed or performed by the Corporation or the District, or to 
surrender any right reserved to or conferred on the Corporation or the District, and which in either case shall 
not adversely affect the interests of the Owners; 

(b) to modify, amend or supplement the 2001B Trust Agreement in such manner as to preserve 
the exemption of the Certificates from the registration requirements of the Securities Act of 1 933  or any 
similar federal statute in effect or to permit the qualification of the 200 18  Trust Agreement under the Trust 
Indenture Act of 1 939 or any similar federal statute in effect; 

( c) to make such provisions for the purpose of curing any ambiguity or of correcting, curing or 
supplementing any defective provision contained in the 2001B Trust Agreement or in regard to questions 
arising thereunder which the Corporation or the District may deem desirable or necessary, and which shall not 
adversely affect the interests of the Owners; 

(d) to provide for the acceleration of the Certificates and the 200 18  Installment Sale Payments 
represented thereby as contemplated by Section 3.02 of the Master Resolution; 

(e) to modify, amend or supplement the 2001B Trust Agreement to implement applicable 
provisions of Schedule A thereto and other requirements of the Insurer in the event that the District elects to 
deposit an insurance policy, a surety bond or a guaranty into the Debt Service Reserve Fund pursuant to the 
terms of the 200 1 8  Trust Agreement; or 

(f) to make any modifications or changes necessary or appropriate in the Opinion of Counsel to 
preserve or protect the exclusion from gross income for federal income tax purposes of interest evidenced and 
represented by the Certificates. 

In determining whether any such amendment or supplement is not materially adverse to the interests 
of the Owners, the Trustee shall make its determination assuming that no Insurance Policy guarantees the 
payment of the principal and interest with respect to Certificates affected by any such amendment or 
supplement, unless any such amendment or supplement affects the rights and obligations of the Insurer or the 
Insurance Policy. 
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The Corporation and the District shall, unless otherwise waived by the Insurer, give written notice of 
any amendment to the Trust Agreement and the rights and obligations of the Corporation and the District and 
the Owners and the Trustee under the 20018  Trust Agreement to Moody's and S&P not less than fifteen ( 1 5) 
days prior to the execution thereof. 

Rights of Insurer as to Amendments and Notices to Moody's and S&P. Notwithstanding any other 
provision of the 200 1B  Trust Agreement to the contrary, so long as the payment of the principal and interest 
with respect to any Certificates is guaranteed by the Insurer under the Insurance Policy and the Insurer is not in 
default under the Insurance Policy, any amendment or supplement to the 20018 Trust Agreement shall be 
subject to the prior written consent of the Insurer. Moody's and S&P shall be provided a notice of any such 
amendment or supplement at least fifteen ( 15) days prior to its execution and effectiveness. Whenever the 
Trustee receives a consent of the Insurer in accordance with these provisions, the Trustee shall forward to 
Moody's and S&P, at their respective principal corporate headquarters, a copy of such consent together with 
the amendment or supplement to which it applies. 

DEFEASANCE 

Discharge of Certificates and Trust Agreement. 

(a) If the Trustee shall pay or cause to be paid or there shall otherwise be paid to the Ov,rners of 
all Outstanding Certificates the interest and principal and prepayment premiums, if any, evidenced and 
represented thereby at the times and in the manner provided in the 2001B Trust Agreement and the 
Certificates, then all agreements and covenants of the Corporation and the District to such Owners thereunder 
shall thereupon cease, terminate and become void and shall be completely discharged and satisfied. 

(b) Any Outstanding Certificates shall on their Certificate Payment Dates or their dates of 
prepayment prior thereto be deemed to have been paid within the meaning of and with the effect expressed in 
subsection (a) of this section if there shall be on deposit with the Trustee money held in trust for the benefit of 
the Owners of such Certificates which is sufficient to pay the interest and principal and prepayment premiums, 
if any, evidenced and represented by such Certificates payable on and prior to their Certificate Payment Dates 
or their dates of prepayment prior thereto. 

( c) Any Outstanding Certificates shall prior to their Certificate Payment Dates or their dates of 
prepayment prior thereto be deemed to have been paid within the meaning of and with the effect expressed in 
subsection (a) above if ( 1 )  in case any of such Certificates are to be prepaid on any date prior to their 
Certificate Payment Dates, the District shall have given to the Trustee in form satisfactory to it irrevocable 
instructions to give notice by mail in accordance with the 200 1 B Trust Agreement to the Owners of such 
Certificates of the prepayment of such Certificates on such prepayment dates, (2) there shall have been 
deposited with the Trustee either money in an amount which shall be sufficient, or Defeasance Securities, the 
interest on and principal of which when paid will provide money which, together with money, if any, deposited 
with the Trustee at the same time, shall be sufficient (as evidenced by a report of an Independent Certified 
Public Accountant regarding such sufficiency) to pay when due the interest evidenced and represented by such 
Certificates on and prior to their Certificate Payment Dates or their dates of prepayment prior thereto, as the 
case may be, and the principal and prepayment premiums, if any, evidenced and represented by such 
Certificates, (3) in the event such Certificates are not by their terms subject to prepayment within the next 
succeeding sixty (60) days, the District shall have given the Trustee in form satisfactory to it irrevocable 
instructions to give notice by mail in accordance with the 200 1 B Trust Agreement to the Owners of such 
Certificates that the deposit required by clause (2) above has been made with the Trustee and that such 
Certificates are deemed to have been paid in accordance with the 200 I B Trust Agreement and stating their 
Certificate Payment Dates or their dates of prepayment prior thereto upon which money is to be available for 
the payment of the interest and principal and prepayment premiums, if any, evidenced and represented by such 
Certificates, and ( 4) an Opinion of Counsel is filed with the Trustee to the effect that the action taken will not 
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cause the interest evidenced and represented by the Certificates to be includable in gross income for federal 
income tax purposes. 

CONTINUING DISCLOSURE 

District Undertaking. The District undertakes, for the benefit of the Owners, to provide or cause to be 
provided: 

(a) to each Repository and to the State Information Depository, if any, no later than 180 days 
after the end of each Fiscal Year, commencing with the Fiscal Year ending June 30, 200 1 ,  the Annual 
Information relating to such Fiscal Year; 

(b) if not submitted as part of or with the Annual Information, to each Repository and to the State 
Information Depository, if any, audited financial statements of the District when and if they become available; 
provided that if the financial statements of the District are not available in audited form by the date provided 
for in (a), the Annual Information shall contain unaudited financial statements of the District in a format 
similar to the audited financial statements most recently prepared for the District, and such audited financial 
statements of the District shall be filed in the same manner as the Annual Information when and if they become 
available; 

(c) to each Repository or to the MSRB and to the State Information Depository, if any, in a 
timely manner, notice of any of the following events with respect to the Certificates, if material : 

( 1 )  Principal and interest payment delinquencies; 

(2) Non-payment related defaults; 

(3) Unscheduled draws on debt service reserves reflecting financial difficulties; 

(4) Unscheduled draws on credit enhancements reflecting financial difficulties; 

(5) Substitution of credit or liquidity providers, or their failure to perform; 

(6) Adverse tax opinions or events affecting the tax-exempt status of the 20018 
Certificates; 

(7) Modifications to the rights of Owners; 

(8) Unscheduled redemption of Certificates; 

(9) Defeasances; 

( 10) Release, substitution, or sale of property securing repayment of the 
Certificates; and 

( 1 1 ) Rating changes; and 

(d) to each Repository or to the MSRB and to the State Information Depository, if any, in a 
timely manner, notice of a failure to provide any Annual Information required by paragraphs (a) and (b), 
above, and any other section under the caption "CONTINUING DISCLOSURE." In connection with the 
foregoing, not later than 1 5  Business Days prior to the date specified in paragraph (a) the District shall provide 
the Annual Information to the Dissemination Agent. Promptly upon receipt of the Annual lnfonnation, the 
Dissemination Agent shall file the same with each Repository and the State Information Depository. Ifby 1 5  
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Business Days prior to the date specified in paragraph (a) for providing the Annual Infonnation, the 
Dissemination Agent has not received a copy of the Annual Information, the Dissemination Agent shall 
contact the District to determine if the District is in compliance with the requirements of paragraph (a). If the 
Dissemination Agent is unable to verify that the Annual Information has been provided to each Repository and 
the State Information Depository, if any, the Dissemination Agent shall notify each Repository or the MSRB 
and the State Information Depository, if any, of such findings. 

Other Information. Nothing in the 20018 Trust Agreement shall be deemed to prevent the District 
from disseminating, or require the District to disseminate, any other infonnation in addition to that required by 
the 200 1B  Trust Agreement in the manner set forth therein or in any other manner. If the District disseminates 
any such additional information, the District shall have no obligation to update such information or include it 
in any future materials disseminated thereunder. 

Annual Information. The required Annual Information shall consist of: 

(a) to the extent not included in (b) below, the annual financial statements described below; 

(b) updated versions of financial information and operating data relating to the District of the 
type contained in the Official Statement relating to the Certificates, under the following captions; provided, 
that such information shall be updated only for compete Fiscal Years, not for portions of Fiscal Years : 

( 1 )  "INSTALLMENT SALES PAYMENT SCHEDULE"; 

(2) "THE DISTRICT - Debt Structure of the District - General"; 

(3) "HISTORICAL FINANCIAL OPERATIONS - Operating Revenues"; 

(4) "HISTORICAL FINANCIAL OPERATIONS - Nonoperating Revenues"; 

(5) "HISTORICAL FINANCIAL OPERATIONS - Historical Operating 
Results"; 

(6) "HISTORICAL FINANCIAL OPERATIONS - Management Discussion of 
Operation"; and 

(7) "HISTORICAL FINANCIAL OPERATIONS - Comparative Results (first 
two paragraphs only)". 

Incorporation by Reference. All or any portion of the Annual Information may be incorporated in the 
Annual Information by cross reference to any other documents which have been filed with (i) the Repositories, 
the State Information Depository and, if the document is an official statement, the MSRB or (ii) the Securities 
and Exchange Commission. 

Modifications. Annual Information for any Fiscal Year containing any modified operating data or 
financial information for such Fiscal Year shall explain, in narrative form, the reasons for such modification 
and the effect of such modification on the Annual Information being provided for such Fiscal Year. If a 
change in accounting principles is included in any such modification, such Annual Information shall present a 
comparison between the financial statements or information prepared on the basis of the modified accounting 
principles and those prepared on the basis of the former accounting principles. 

Insurer. If known to the District, the required Annual Information shall include the name, address and 
telephone number of a place where current information regarding the Insurer may be obtained. 
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Financial Statements. The District 's  annual financial statements for each Fiscal Year shall be 
prepared in accordance with GAAP. Such financial statements shall be audited by an independent accounting 
firm. 

Remedies. If the District fails to comply with any continuing disclosure requirement under the 200 1B  
Trust Agreement, then any Owner may enforce against the District, for  the equal benefit and protection of all 
Oswners similarly situated, by mandamus or other suit or proceeding at law or in equity, the obligation to 
provide continuing disclosure as described under the 2001B Trust Agreement and may compel the District to 
perform and carry out its continuing disclosure duties under the 20018 Trust Agreement; provided that such 
failure to comply with any continuing disclosure provision of the 200 1B  Trust Agreement shall not be deemed 
an Event of Default under the 20018 Trust Agreement and that the sole and exclusive remedy for breach of 
any continuing disclosure provision shall be an action to compel specific performance of the obligations of the 
District under the 2001 8  Trust Agreement and no person or entity shall be entitled to recover monetary 
damages under the 200 18 Trust Agreement under any circumstances, and, provided further, that any challenge 
to the adequacy of any information provided pursuant to above shall be brought only by the Owners of 25% in 
aggregate principal amount of the Certificates at the time outstanding which are affected thereby. 

Beneficiaries. The obligation to provide continuing disclosure as provided under the 2001 B Trust 
Agreement is solely for the benefit of the Owners. No other person shall have any right to enforce the 
provisions of, or any other continuing disclosure rights under the 200 18  Trust Agreement. 

Amendments . Without the consent of any Owners, the District at any time and from time to time may 
amend or change the continuing disclosure requirements of the 200 1 8  Trust Agreement for any of the 
following purposes: 

(a) to comply with or conform to any changes in Rule 15c2-1 2  (whether required or optional); 

(b) to add a Dissemination Agent for the information required to be provided thereby and to 
make any necessary or desirable provisions with respect thereto; 

( c) to evidence the succession of another person to the District and the assumption by any such 
successor of the covenants of the District under the continuing disclosure covenant; 

( d) to add to the covenants of the District for the benefit of the O'WTiers, or to surrender any right 
or power conferred upon the District under the 2001 B Trust Agreement; and 

( e) to modify the contents, presentation and format of the Annual Information from time to time 

as a result of a change in circumstances that arises from a change in legal requirements, change in law, or 
change in the identity, nature or status of the District, or type of business conducted; provided that (i) the 
undertaking, as amended, would have complied with the requirements of Rule 1 5c2- 12 at the time of the 
offering of the Certificates, after taking into account any amendments or authoritative interpretations of said 
Rule, as well as any change in circumstances; and (ii) the amendment or change does not materially impair the 
interests of Owners, as determined either by a party unaffiliated with the District (such as Special Counsel), or 
by the vote or consent of Owners of a majority in outstanding principal amount of the Certificates affected 
thereby at or prior to the time of such amendment or change. 

Duration. The obligation to provide continuing disclosure under the 200 18 Trust Agreement shall 
remain in full force and effect until such time as all principal, redemption premiums, if any, and interest with 
respect to the Certificates shall have been paid in full or the Certificates shall have otherwise been paid or 
legally defeased pursuant to the 2001 8  Trust Agreement. upon any such legal defeasance, the Dissemination 
Agent shall provide notice of such defeasance to each Repository, the State Information Depository and the 
MSRB. Such notice shall state whether the Certificates have been defeased to maturity or to redemption and 
the timing of such maturity or redemption. 
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C. SUMMARY OF CERTAIN PROVISIONS OF THE 
20018 INSTALLMENT SALE AGREEMENT 

The following is a summary of certain provisions of the 2001 B Installment Sale Agreement. This 
summary does not purport to be complete or definitive and is qualified in its entirety by reference to the full 
terms of the 2001 B Installment Sale Agreement. 

THE 20018  PROJECT 

Purchase and Sale of the 20018 Project. The Corporation agrees to design, acquire and construct the 
20018 Project for, and to sell the 20018 Project to, the District. In order to implement this provision, the 
Corporation appoints the District as its agent for the purpose of such design, acquisition and construction, and 
the District agrees to enter into such engineering, design and construction contracts and purchase orders as may 
be necessary, as agent for the Corporation, to provide for the complete design, acquisition and construction of 
the 20018 Project. The District agrees that as such agent it will cause the acquisition and construction of the 
20018  Project to be diligently completed after the deposit of funds in the Construction Fund for such purpose 
pursuant to the 20018 Trust Agreement. The Corporation agrees to sell, and sells, the 20018 Project to the 
District. The District agrees to purchase, and purchases, the 2001B Project from the Corporation. 
Notwithstanding the foregoing, it is expressly understood and agreed that the Corporation shall be under no 
liability of any kind or character whatsoever for the payment of any costs or expenses incurred by the District 
including Prior Expenditures (whether as agent for the Corporation or otherwise) for the engineering, design, 
acquisition or construction of the 20018 Project and that all such costs and expenses shall be paid by the 
District, regardless of whether the funds deposited in the Construction Fund are sufficient to cover all such 
costs. 

20018  INSTALLMENT SALE PAYMENTS 

Purchase Price. 

(a) The Purchase Price to be paid by the District to the Corporation under the 20018 Installment 
Sale Agreement is the sum of the principal amount of the District's obligation thereunder, plus the interest to 
accrue on the unpaid balance of such principal amount from the date of the 2001B Installment Sale Agreement 
over the term thereof, subject to prepayment as provided in the 20018 Installment Sale Agreement. 

(b) The principal amount of the Purchase Price to be paid by the District to the Corporation is 
fifty-one million three hundred seventy thousand dollars ($5 1 ,370,000). 

( c) The interest to accrue on the unpaid balance of the principal amount of the Purchase Price 
shall be paid by the District as and shall constitute interest paid on the principal amount of the District's 
Purchase Price obligation under the 20018 Installment Sale Agreement. 

( d) Interest on the unpaid balance of the principal amount of the Purchase Price shall accrue, 
from March 1 5 , 2001 on the principal component of each 20018 Installment Sale Payment at the rates set forth 
in the 20018 Installment Sale Agreement. 

Payment of 1993A Installment Sale Payments. The District shall, subject to prepayment as provided in 
the 20018  Installment Sale Agreement, pay the Corporation the Purchase Price, without offset or deduction of 
any kind, by paying in immediately available funds which constitute legal tender of the United States of 
America the principal installments of the 20018 Installment Sale Payments annually in the amounts and on 
July 1 in each of the years in accordance with Exhibit A attached thereto and incorporated therein, together 
with interest installments of the 20018 Installment Sale Payments, which interest installments shall be paid 
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semiannually in the amounts and on the Interest Payment Dates in accordance with Exhibit A attached to the 
2001 B Installment Sale Agreement and incorporated therein. 

The obligation of the District to pay the Purchase Price by paying the 20018 Installment Sale 
Payments is, subject to the limitations set forth in the 200 1B Installment Sale Agreement, absolute and 
unconditional, and until such time as the 2001B Installment Sale Payments have been paid in full (or provision 
for the payment thereof shall have been made pursuant to the 200 1B Installment Sale Agreement), the District 
will not discontinue or suspend any 2001B Installment Sale Payments required to be paid by it under the 200 1 
Installment Sale Agreement when due, whether or not the Water and Sewer System or any part thereof is 
operating or operable, or its use is suspended, interfered with, reduced, curtailed or terminated in whole or in 
part, and such payments shall not be subject to reduction whether by offset or otherwise and shall not be 
conditional upon the performance or nonperformance by any party to any agreement for any cause whatsoever. 
The payment of the principal or interest with respect to any Certificates by the Insurer pursuant to the 
Insurance Policy shall not be deemed to constitute a payment of amounts due under the 20018 Installment Sale 
Agreement and shall not relieve the District of its obligation to pay any of the 2001B Installment Sale 
Payments. 

In order to provide for the timely payment of the 20018 Installment Sale Payments, the District agrees 
and covenants that it will ,  from Net Water and Sewer Revenues on deposit in the Installment Sale Payment 
Fund held under the Master Resolution, on or before the fourth day immediately preceding each Interest 
Payment Date, deposit with the Trustee an amount equal to the interest installment of the 2001 8  Installment 
Sale Payments due on such Interest Payment Date, and, on or before the fourth day immediately preceding 
each Principal Payment Date, deposit with the Trustee an amount equal to the principal installment of the 
200 18  Installment Sale Payments due on such Principal Payment Date. In accordance with the 200 1 8  Trust 
Agreement, amounts so deposited shall, until such Interest Payment Date or Principal Payment Date, as the 
case may be, be invested for the benefit of the District and all earnings on such investment shall, except as 
otherwise provided in the 200 1 8  Trust Agreement, be paid to the District and deposited by the District in the 
Water and Sewer Revenue Fund held under the Master Resolution. 

Debt Service Reserve Fund. If the District shall at any time receive notice from the Trustee that the 
amount of money on deposit in, or of any insurance policy, surety bond or guaranty in lieu thereof as provided 
for in the 200 1 B Trust Agreement on deposit in, the Debt Service Reserve Fund is less than the Debt Service 
Reserve Fund Requirement, the District agrees and covenants that it will, from Net Water and Sewer Revenues 
as provided in the Master Resolution, on or before the last Business Day immediately preceding the first day of 
each of the next twelve succeeding months, deposit with the Trustee an amount equal to one-twelfth ( 1 / 12) of 
the amount of the deficiency in the Debt Service Reserve Fund specified in such notice. To the extent the 
District is obligated to make a payment in respect of the Debt Service Reserve Fund Requirement, the 
District's 20018 Installment Sale Payment obligation shall be increased to provide a sufficient amount to make 
such payment. 

COVENANTS OF THE DISTRICT 

Pledge; Benefit of Master Resolution. To secure the prompt payment of the 20018 Installment Sale 
Payments, the District pledges its Net Water and Sewer Revenues and the amounts on deposit in or to the 
credit of the Installment Sale Payment Fund established and maintained under the Master Resolution; 
provided, that such pledge is not senior or superior to but is pari passu with, the pledge thereof to the payment 
of all other Parity Obligations incurred in accordance with the terms of the Master Resolution. The 
Corporation shall be a beneficiary of all of the obligations assumed by the District and the covenants made by 
the District in the Master Resolution. The District shall perform all the obligations assumed by the District 
under, and shall comply with all the covenants made by the District in, the Master Resolution. The District 
shall not modify, amend or supplement the Master Resolution except with the ·written consent of the Trustee as 
provided in the 2001 B Trust Agreement. 
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Compliance with 2001B Installment Sale Agreement and Trust Agreement. The District will 
punctually pay the 2001B Installment Sale Payments in strict conformity with the 200 1 8  Installment Sale 
Agreement, and will faithfully observe and perform all the agreements, conditions, covenants and terms 
contained in the 200 18  Installment Sale Agreement required to be observed and performed by it, and will not 
terminate the 200 18  Installment Sale Agreement for any cause including, without limiting the generality of the 
foregoing, any acts or circumstances that may constitute failure of consideration, destruction of or damage to 
the 200 18  Project or the Water and Sewer System, commercial frustration of purpose, any change in the tax or 
other laws of the United States of America or of the State of California or any political subdivision of either or 
any failure of the Corporation to observe or perform any agreement, condition, covenant or term contained in 
the 20018  Installment Sale Agreement required to be observed and performed by it, whether express or 
implied, or any duty, liability or obligation arising out of or connected with the 200 18  Installment Sale 
Agreement or the insolvency, or deemed insolvency, or bankruptcy or liquidation of the Corporation or any 
force majeure, including Acts of God, tempest, storm, earthquake, war, rebellion, riot, civil disorder, acts of 
public enemies, blockade or embargo, strikes, industrial disputes, lockouts, lack of transportation facilities, 
fire, explosion, or acts or regulations of governmental authorities. 

The District will faithfully observe and perform all the agreements, conditions, covenants and terms 
contained in the 20018 Trust Agreement required to be observed and performed by it, and it is expressly 
understood and agreed by and among the parties to the 2001B Installment Sale Agreement and the 2001B 
Trust Agreement that each of the agreements, conditions, covenants and terms contained in each such 
agreement is an essential and material term of the obligation of the District to pay the costs of the purchase of 
the 200 18  Project and the costs and expenses incidental thereto paid by the Corporation pursuant to, and in 
accordance with, and as authorized under law and the 2001B Installment Sale Agreement. 

Tax Covenants. The District will not directly or indirectly use or permit the use of the proceeds of the 
obligation provided in the 2001B Installment Sale Agreement or any other funds of the District or take or omit 
to take any action which would cause such obligation to be an "arbitrage bond" within the meaning of 
Section 148 of the Code, or a "federally guaranteed obligation" under Section 149(b) of the Code, or a "private 
activity bond" as described in Section 141 of the Code. To that end, so long as any 200 1 8  Installment Sale 
Payment is unpaid, the District will comply with all requirements of such sections of the Code to the extent 
applicable to the obligation provided in the 20018 Installment Sale Agreement. 

The District will at all times do and perform all acts and things permitted by law which are necessary 
or desirable in order to assure that the interest installments of the 20018 Installment Sale Payments will not be 
included in the gross income of the owners of the Certificates for federal income tax purposes under the Code 
and will take no action that would result in such interest being so included. 

Protection of Security and Rights of the Corporation and the Trustee. The District will preserve and 
protect the security of the 2001B Installment Sale Agreement and the rights of the Corporation and the Trustee 
to the 200 1B  Installment Sale Payments under the 2001B Installment Sale Agreement and will warrant and 
defend such rights against all claims and demands of all persons. 

EVENTS OF DEFAULT AND REMEDIES 

Events of Default. Each of the following events shall constitute an Event of Default under the 20018 
Installment Sale Agreement: 

( 1 )  the District shall default in the due and punctual payment of any 2001B Installment 
Sale Payment when and as the same shall become due and payable; 

(2) the District shall default in the performance of any of the agreements or covenants 
contained in the 20018 Installment Sale Agreement required to be performed by it, and such default 
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shall have continued for a period of sixty (60) days after the District shall have been given notice in 
writing of such default by the Corporation or the Trustee; and 

(3) the District shall file a petition or answer seeking arrangement or reorganization 
under the federal bankruptcy lav,:s or any other applicable law of the United States of America or any 
state therein, or if a court of competent jurisdiction shall approve a petition filed with or without the 
consent of the District seeking arrangement or reorganization under the federal bankruptcy laws or 
any other applicable law of the United States of America or any state therein, or if under the 
provisions of any other law for the relief or aid of debtors any court of competent jurisdiction shall 
assume custody or control of the District or of the whole or any substantial part of its property. 

Remedies; No Acceleration. Upon the occurrence of an Event of Default the Trustee, as assignee of 
the Corporation, shall have the right --

(a) by mandamus or other action or proceeding or suit at law or in equity to enforce its 
rights against the District or any member of the Board of Directors, officer or employee thereof, and to 
compel the District or any such member of the Board of Directors, officer or employee to perform and 
carry out its or his duties under law and the agreements and covenants required to be performed by it 
or him contained in the 2001 B Installment Sale Agreement; 

(b) by suit in equity to enjoin any acts or things which are unlawful or violate the rights 
of the Corporation or the Trustee; or 

( c) by suit in equity upon the happening of an Event of Default to require the District 
and its member of the Board of Directors, officers and employees to account as the trustee of an 
express trust. 

Notwithstanding the above, the Trustee shall have no right to declare the principal or interest 
component of any 200 1 8  Installment Sale Payment to be due and payable immediately. 

DISCHARGE OF OBLIGATIONS 

Discharge of Obligations. 

(a) If ( l )  the District shall pay or cause to be paid all of the 200 1 B  Installment Sale Payments at 
the times and in the manner provided in the 200 18  Installment Sale Agreement, and (2) no Certificates remain 
Outstanding (as that term is defined in the 200 18  Trust Agreement), the right, title and interest of the 
Corporation and the obligations of the District under the 200 l B Installment Sale Agreement shall thereupon 
cease, terminate, become void and be completely discharged and satisfied, except only as provided in 
subsection ( c) below. 

(b) Any unpaid principal installment of the 20018 Installment Sale Payments shall on its 
payment date or date of prepayment be deemed to have been paid within the meaning of and with the effect 
expressed in subsection (a) ( 1 )  above if the District makes payment of such 20018 Installment Sale Payments 
and the prepayment premium, if applicable, in the manner provided in the 2001 B Installment Sale Agreement. 

( c) All or any portion of unpaid principal installments of the 200 l B Installment Sale Payments 
shall, prior to their payment dates or dates of prepayment, be deemed to have been paid within the meaning of 
and with the effect expressed in subsection (a) ( 1 )  above (except that the District shall remain liable for such 
200 1 8  Installment Sale Payments, but only out of such money or securities deposited with the Trustee for such 
payment), if (i) notice is provided by the District to the Trustee as required by the 20018 Trust Agreement, 
(ii) there shall have been deposited with the Trustee either money in an amount which shall be sufficient, or 
Defeasance Securities, the interest on and principal of which when paid will provide money which, together 
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with money, if any, deposited with the Trustee at the same time, shall be sufficient to pay when due the 
principal installments of such 2001B Installment Sale Payments or such portions thereof on and prior to their 
payment dates or their dates of prepayment, as the case may be, and the prepayment premiums, if any, 
applicable thereto, (iii) an opinion of counsel is filed with the Trustee to the effect that the action taken 
pursuant to this subsection will not cause the interest installments of the 2001 B Installment Sale Payments to 
be includable in gross income under the Code for federal income tax purposes, and (iv) a report of an 
independent nationally recognized certified public accountant or a financial advisor or a financial consultant of 
recognized standing in the field of municipal bonds is filed with the Trustee to the effect that the amount of 
moneys and the principal of and interest when due on the Defeasance Securities deposited at the same time 
with the Trustee shall be sufficient to pay when due the principal installments of such 2001B Installment Sale 
Payments or such portions thereof on and prior to their payment dates or their dates of prepayment, as the case 
may be, and the prepayment premiums, if any ,  applicable thereto. 

(d) After the payment of all 2001 B  Installment Sale Payments and prepayment premiums, if any, 
as provided in this section, and payment of all fees and expenses of the Trustee, the Trustee, upon receipt of a 
Request of the District, shall cause an accounting for such period or periods as may be reasonably requested by 
the District to be prepared and filed with the District and the Corporation and shall execute and deliver to the 
District and the Corporation all such instruments as may be necessary or desirable to evidence such total 
discharge and satisfaction of the 2001B Installment Sale Agreement, and the Trustee shall pay over and deliver 
to the District upon receipt of written direction by the District, as an overpayment of 2001B Installment Sale 
Payments, all such money or investments held by it pursuant to the 200 1 B  Installment Sale Agreement other 
than such money and such investments as are required for the payment or prepayment of the 2001 B  Installment 
Sale Payments, which money and investments shall continue to be held by the Trustee in trust for the payment 
of the 200 1 B  Installment Sale Payments and shall be applied by the Trustee pursuant to the Trust Agreement. 

MISCELLANEOUS 

Liability of District Limited to Net Water and Sewer Revenues. The District is not required to 
advance any moneys derived from any source of income other than the Net Water and Sewer Revenues for the 
payment of the 200 1B  Installment Sale Payments or for the performance of any agreements or covenants 
required to be performed by it contained in the 200 1 B  Installment Sale Agreement. The District may, 
however, advance moneys for any such purpose so long as such moneys are derived from a source legally 
available for such purpose and may be legally used by the District for such purpose. 

The obligation of the District to make the 200 1 B  Installment Sale Payments is a special obligation of 
the District payable solely from the Net Water and Sewer Revenues as provided in the 200 1B  Installment Sale 
Agreement, and does not constitute a debt of the District or of the State of California or of any political 
subdivision thereof within the meaning of any constitutional or statutory debt limitation or restriction. 

Assignment. The 200 1 B  Installment Sale Agreement and any rights thereunder shall be assigned by 
the Corporation to the Trustee as provided in the Trust Agreement; to which assignment the District expressly 
acknowledges and consents. 

Amendment. So long as the payment of the principal and interest with respect to any Certificates is 
guaranteed by the Insurer under the Insurance Policy and the Insurer is not in default under the Insurance 
Policy, any amendment to this 2001B Installment Sale Agreement shall be subject to the prior written consent 
of the Insurer and the Insurer shall receive a full transcript of all proceedings relating to the approval and 
execution of any such amendment. 
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III. SUMMARY OF CERTAIN PROVISIONS OF THE 1993A TRUST AGREEMENT AS 
SUPPLEMENTED BY THE FIRST SUPPLEMENT TO THE 1993A TRUST 
AGREEMENT AND THE 1993A INSTALLMENT SALE AGREEMENT AS 
AMENDED BY THE FIRST AMENDMENT TO THE 1993A INSTALLMENT SALE 
AGREEMENT 

A. CERTAIN DEFINITIONS 

"Annual Information" means the information specified in the continuing disclosure provisions of the 
l 993A Trust Agreement. 

"Average Annual 1 993A Installment Sale Payments" means the average total 1 993A Installment Sale 
Payments payable per 1 993A Installment Sale Payment Year during the period commencing with the then 
current l 993A Installment Sale Payment Year and terminating with the 1993A Installment Sale Payment Year 
ending on July 1 ,  2023. 

"Certificate" or "Request" means, with respect to the District, an instrument in writing signed on 
behalf of the District by the President of the Board of Directors of the District, or by any other officer of the 
District duly authorized by the Board of Directors of the District to sign documents on its behalf with respect 
to the matters ref erred to therein. 

"Certificates" means the 200 IC Certificates and the 1 993A Certificates authorized and at any time 
Outstanding that are executed and delivered by the Trustee under and pursuant to the l 993A Trust Agreement 
and are Outstanding thereunder. 

"Certificate Year" means with respect to the Certificates, the period beginning on the Delivery Date 
and ending on any date during the one-year period beginning on the Delivery Date, selected by the District in 
the Tax Certificate, and each successive twelve month (or shorter) period thereafter until there are no longer 
any obligations represented by the Certificates outstanding. 

"Certificate Payment Date" means, with respect to any Certificate, the Certificate Payment Date 
designated therein, which is the July I on which, or in the case of Certificates subject to mandatory sinking 
fund prepayment by which, the principal installment evidenced and represented thereby shall become due and 
payable. 

"Code" means the Internal Revenue Code of 1 986, as amended, and the regulations issued thereunder. 

"Cost of Issuance" means all items of expense directly or indirectly payable by or reimbursable to the 
Corporation or the District and related to the authorization, execution and delivery of the 1993A Installment 
Sale Agreement and the 1 993A Trust Agreement and the related sale of the Certificates, or to the authorization, 
execution and delivery of amendments of or supplements to the 1993A Installment Sale Agreement and the 
1 993A Trust Agreement and the related sale of the 2001 C Certificates, including, but not limited to, costs of 
preparation and reproduction of documents, costs of rating agencies and costs to provide information required 
by rating agencies, filing fees, initial fees and charges of the Trustee, fees and charges of the Corporation, legal 
fees and charges, fees and expenses of consultants and professionals, fees and expenses of the financial 
advisor, fees and charges for preparation, execution and safe keeping of the Certificates or any other charge, 
cost or fee in connection with the original sale, execution and delivery of the Certificates. 

"Corporation" means Eastern Municipal Water District Facilities Corporation, a nonprofit public 
benefit corporation duly organized and existing under and by virtue of the laws of the State of California. 

"Costs of Issuance Account" means the account by that name established in the Construction Fund 
pursuant to the 1993A Trust Agreement. 
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"Debt Service Fund" means the fund by that name established pursuant to the 1 993A Trust 
Agreement. 

"Debt Service Reserve Fund" means the fund by that name established pursuant to the 1 993A Trust 
Agreement. 

"Debt Service Reserve Fund Requirement" means, as of any date of calculation, an amount equal to 
the least of (i) $4,634,000, or ten percent of the aggregate principal amount of the l 993A Certificate, (ii) one 
hundred percent ( 100%) of Maximum Annual 1 993A Installment Sale Payments, or (iii) one hundred 
twenty-five percent ( 125%) of Average Annual 1 993A Installment Sale Payments. 

"Defeasance Securities" means and includes, if and to the extent the same are permitted by law, only 
such securities as are described in clauses (i), (ii) and (iii) below which shall not be subject to redemption prior 
to their maturity other than at the option of the holder thereof, or as to which an irrevocable notice of 
redemption of such securities on a specified redemption date has been given and such securities are not 
otherwise subject to redemption prior to such specified date other than at the option of the holder thereof, as 
follows: 

(i) any bonds or other obligations which as to principal and interest constitute direct non-callable 
obligations of, or are unconditionally guaranteed as to the timely payment of principal and 
interest by, the United States of America, including obligations of any of the Federal agencies 
to the extent unconditionally guaranteed as to the timely payment of principal and interest by 
the United States of America; 

(ii) any bonds or other obligations of any state of the United States of America or of any agency, 
instrumentality or local governmental unit of any such state (a) which are not callable prior to 
maturity or as to which irrevocable instructions have been given to the trustee of such bonds 
or other obligations by the obligor to give due notice of redemption and to call such bonds for 
redemption on the date or dates specified in such instructions, (b) which are secured as to 
principal and interest and redemption premium, if any, by a fund consisting only of cash or 
bonds or other obligations of the character described in clause (i) hereof, which fund may be 
applied only to the payment of such principal of and interest and redemption premium, if any, 
on such bonds or other obligations on the maturity date or dates thereof or the redemption 
date or dates specified in the irrevocable instructions referred to in subclause (a) of this 
clause (ii), as appropriate, and ( c) as to which the principal of and interest on the bonds and 
obligations of the character described in clause (i) hereof which have been deposited in such 
fund along with any cash on deposit in such fund are sufficient to pay principal of and interest 
and redemption premium, if any, on the bonds or other obligations described in this clause (ii) 
on the maturity date or dates thereof or on the redemption date or dates specified in the 
irrevocable instructions referred to in subclause (a) of this clause (ii), as appropriate; 
provided, however, any such bonds or obligations of any state of the United States of 
America or of any agency, instrumentality or local governmental unit of any state as 
described above shall be rated "AAA" by S&P and/or "Aaa" by Moody's; and 

(iii) certificates that evidence ownership of the right to payments of principal or interest on 
obligations described in clause (i), but only if the same constitute Refcorp interest strips, 
CATS, TGRS and STRPS (as such terms are used in the municipal bond industry). 

"Delivery Date" means the date of the delivery of the Certificates to the initial purchaser thereof. 

"Director of Finance" means the Director of Finance of the District or his successor as designated by 
the Board of Directors of the District. 
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"District" means the Eastern Municipal Water District, a municipal water district duly organized and 
existing under and by virtue of the laws of the State of California. 

"Event of Default" means an Event of Default as defined in the 1993A Installment Sale Agreement. 

"Excess Investment Earnings Fund" means the fund by that name established and held by the Trustee 
pursuant to the l 993A Trust Agreement. 

"Dissemination Agent" means, initially, U.S. Trust Company, National Association, acting in its 
capacity as Dissemination Agent under the 1 993A Trust Agreement, or any successor Dissemination Agent 
designated in writing by the District which has filed with the then current Dissemination Agent a written 
acceptance of such designation. 

"Experienced Banker or Advisor" means a reputable investment banker experienced in underwriting 
obligations of the type which is the subject of an opinion rendered in accordance with a provision of the Master 
Resolution, or a reputable financial advisor experienced in advising issuers in connection with such issuers' 
issuance of obligations of the type which is the subject of an opinion rendered in accordance with a provision 
of the Master Resolution. 

"First Amendment to the 1 993A Installment Sale Agreement" means that certain First Amendment to 
the 1993A Installment Sale Agreement executed and entered into as of April 1 ,  200 1 ,  by and between the 
Corporation and the District. 

"First Supplement to the 1 993A Trust Agreement" means that certain First Supplement to the 1993A 
Trust Agreement executed and entered into as of April I ,  200 1 ,  by and among the Trustee, the Corporation and 
the District. 

"Fiscal Year" means the period beginning on July 1 of each year and ending on the next succeeding 
June 30, or any other annual accounting period selected and designated by the Board of Directors of the 
District as the Fiscal Year of the District. 

"Independent Certified Public Account" means any firm of certified public accountants appointed by 
the District which is independent pursuant to the Statement on Auditing Standards No. 1 of the American 
Institute of Certificate Public Accountants. 

"Insurance Policy" means the municipal bond new issue insurance policy issued by the Insurer that 
guarantees payment of principal and interest evidenced and represented by the Certificates. 

"Insurer" means, in the context of the Insurance Policy and the Certificates other than the 2001 C 
Certificates, Financial Guaranty Insurance Company, a New York stock insurance company, or any successor 
thereto, or, in the context of the 2001 C Insurance Policy and the 2001 C Certificates, the 2001 C Insurer. 

"Interest Payment Date" means a date on which interest installments evidenced and represented by the 
2001C Certificates becomes due and payable, being January I and July 1 of each year to which reference is 
made, commencing on July 1 , 200 I .  

"Master Resolution" means the Resolution of the Board of Directors of the Eastern Municipal Water 
District Providing for the Allocation of Water and Sewer System Revenues and Establishing Covenants to 
Secure the Payment of Obligations Payable from Net Water and Sewer Revenues, adopted by the Board of 
Directors of the District on March 20, 1 99 1 ,  as amended by the First Supplemental Master Resolution adopted 
by the Board of Directors of the District on May 13 ,  1 993, as it may be from time to time further modified, 
amended or supplemented. 
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"Maximum Annual 1 993A Installment Sale Payments" means the greatest total 1993A Installment 
Sale Payments payable in any 1 993A Installment Sale Payment Year during the period commencing with the 
then current 1 993A Installment Sale Payment Year and terminating with the 1993A Installment Sale Payment 
Year ending on July 1 ,  2023. 

"Moody's" means Moody's Investors Service, a corporation organized and existing under the laws of 
the State of Delaware, its successors and assigns, and, if such corporation is dissolved or liquidated or no 
longer performs the functions of a securities rating agency, "Moody's" will be deemed to refer to any other 
nationally recognized securities rating agency designated by the District by written notice to the Trustee and 
with the prior written consent of the Insurer so long as the payment of principal and interest with respect to any 
Certificates is guaranteed by the Insurer under the Insurance Policy and the Insurer is not in default under the 
Insurance Policy. 

" 1 993A Certificates" means the forty-six million, three hundred forty thousand dollars ($46,340,000) 
"Water and Sewer Revenue Certificates of Participation, Series 199 3 A, Evidencing and Representing Interests 
of the Owners Thereof in 1993A Installment Sale Payments To Be Made by the Eastern Municipal Water 
District under the 1993A Installment Sale Agreement." 

" 1993A Installment Sale Payment Year" means the twelve-month period ending on July 1 of each 
year. 

" 1993A Installment Sale Agreement" means that certain Installment Sale Agreement executed and 
entered into as of May 1 ,  1 993, by and between the Corporation and the District and as amended by the First 
Amendment to the 1 993A Installment Sale Agreement and as it may from time to time be amended or 
supplemented in accordance therewith. 

" 1993A Installment Sale Payment Date" means any date on which 1 993A Installment Sale Payments 
are scheduled to be paid by the District under and pursuant to the 1993A Installment Sale Agreement. 

" 1993A Installment Sale Payments" means the Installment Sale Payment scheduled to be paid by the 
District under and pursuant to the l 993A Installment Sale Agreement. 

"l 993A Project" means the design, engineering, permitting, acqms1tion or construction by the 
Corporation, for sale to the District, of such portions as the district shall designate of the following additions, 
betterments, extensions and improvements to the Water and Sewer System: (i) the Mills Treatment Plant 
Feeder Line Project, including a pipeline connection from the Mills Treatment Plant to Lake Perris, a pump 
station at the Mills Treatment Plant and a pump station at Lake Perris; (ii) the District's reclaimed water 
system projects, including regional water treatment plan storage facilities, distribution/recharge facilities and 
discharge facilities; and (iii) the additional water system projects, including Pat Road Pumping Station, Auld 
Road Pumping Station, Auld Pump Station Chlorination, Holland/Simpson Distribution Pipeline, 
Simpson/Fruitvale Phase I-Distribution Pipeline, Simpson/Fruitvale Phase II-Distribution Pipeline, and a 1 ,500 
foot production well; with such additions, substitutions, deletions as shall be specified in a Certificate of the 
District stating that such additions, substitutions or deletions constitute improvements to the Water and Sewer 
System. 

" 1993A Trust Agreement" means the trust agreement executed and entered into as of May 1 ,  1993 by 
and among the Trustee, the Corporation and the District, as originally executed and entered into and as 
supplemented by the First Supplement to the 1993A Trust Agreement executed and entered into as of April 1 ,  
200 1 and as it may from time to time be amended or supplemented in accordance therewith. 

"Opinion of Counsel" means a written opinion of counsel of recognized national standing in the field 
of law relating to municipal bonds, retained by the District and reasonably acceptable to the Trustee. 

C-69 



"Outstanding" means, when used as of any particular time with reference to Certificates, means any 
Certificates except -

( 1 )  Certificates cancelled by the Trustee or surrendered to the Trustee for  cancellation; 

(2) Certificates paid or deemed to have been paid under the Trust Agreement; and 

(3) Certificates in lieu of and in substitution for which other Certificates shall have been executed 
and delivered by the Trustee under the Trust Agreement. 

"Owner" means the registered owner of any Certificate. 

"Permitted Investments" means any of the following to the extent then permitted by law: 

(i) any bonds or other obligations which as to principal and interest constitute direct obligations 
of, or are unconditionally guaranteed by, the United States of America, including obligations 
of any of the Federal agencies set forth in clause (iii) below to the extent unconditionally 
guaranteed by the United States of America, including obligations issued pursuant to 
paragraph 2 1B(d)(3) of the Federal Home Loan Bank Act, as amended by paragraph 5 1  l (a) 
of the Financial Institutions Reform, Recovery and Enforcement Act of 1 989, or any 
successor provisions to paragrnph 2 l (B) of the Federal Home Loan Bank Act, as so amended; 

(ii) any bonds or other obligations of any state of the United States of America or of any agency, 
instrumentality or local governmental unit of any such state (a) which are not callable prior to 
maturity or as to which irrevocable instructions have been given to the trustee of such bonds 
or other obligations by the obligor to give due notice of redemption and to call such bonds for 
redemption on the date or dates specified in such instructions, (b) which are secured as to 
principal and interest and redemption premium, if any, by a fund consisting only of cash or 
bonds or other obligations of the character described in clause (i) hereof which fund may be 
applied only to the payment of such principal of and interest and redemption premium, if any, 
on such bonds or other obligations on the maturity date or dates thereof or the redemption 
date or dates specified in the irrevocable instructions referred to in subclause (a) of this 
clause (ii), as appropriate, and (c) as to which the principal of and interest on the bonds and 
obligations of the character described in clause (i) hereof which have been deposited in such 
fund along with any cash on deposit in such fund are sufficient to pay principal of and interest 
and redemption premium, if any, on the bonds or other obligations described in this clause (ii) 
on the maturity date or dates thereof or on the redemption date or dates specified in the 
irrevocable instructions referred to in subclause (a) of this clause (ii), as appropriate; 

(iii) bonds, debentures, or other evidences of indebtedness issued or guaranteed by any agency or 
corporation which has been or may be created pursuant to an Act of Congress as an agency or 
instrumentality of the United States of America; 

(iv) direct and general obligations of any state of the United States of America, to the payment of 
the principal of and interest on which the full faith and credit of such state is pledged, 
provided that at the time of their purchase such obligations are rated in one of the two highest 
rating categories (without regard to "+'"s or "-'"s) by Moody's and S&P; 

(v) obligations of any state of the United States of America (other than the State) or any political 
subdivision of any state of the United States of America or any agency or instrumentality of 
any such state or political subdivision which at the time of their purchase shall be rated in the 
highest rating category (without regard to "+'"s or "-"'s) by Moody's and by S&P; 
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(vi) direct and general obligations of the State of California to the payment of the principal of and 
interest on which the full faith and credit of the State of California are pledged, or any bonds 
or other obligations of the State of California which as to principal and interest are 
unconditionally guaranteed by the State of California, which, in each case, at the time of their 
purchase shall be rated in one of the two highest rating categories ( without regard to "+"' s or 
"-"'s) by Moody's and by S&P; 

(vii) certificates or other instruments that evidence ownership of the right to payments of principal 
of or interest on obligations of any state of the United States of America or any political 
subdivision thereof or any agency or instrumentality of any state or political subdivision, 
provided that such obligations shall be held in trust by a bank or trust company or a national 
banking association meeting the requirements for a successor Trustee under the 1993A Trust 
Agreement, and provided further that the payments of all principal of and interest on such 
certificates or such obligations shall be fully insured or unconditionally guaranteed by, or 
otherwise unconditionally payable pursuant to a credit support arrangement provided by, one 
or more financial institutions or insurance companies or associations which shall be rated in 
the highest rating category (without regard to "+'"s or "-" 's) by Moody's  and S&P, or, in the 
case of an insurer providing municipal bond insurance policies insuring the payment, when 
due, of the principal of and interest on municipal bonds, such insurance policy shall result in 
such municipal bonds being rated in the highest rating category (without regard to "+'"s or "
"'s) by Moody's and S&P; 

(viii) certificates that evidence ownership of the right to payments of principal or interest on 
obligations described in clause (i), provided that such obligations shall be held in trust by a 
bank or trust company or a national banking association meeting the requirements for a 
successor Trustee under the l 993A Trust Agreement; 

(ix) certificates of deposit, whether negotiable or non-negotiable, and banker's acceptances of the 
50 largest banks in the United States or commercial paper issued by the parent holding 
company of any such bank which at the time of investment has an outstanding unsecured, 
uninsured and unguaranteed debt issue ranked in either of the two highest rating categories 
(without regard to "+"'s or "-"'s) by Moody's and S&P (including the Trustee and its parent 
holding company, if any, if it otherwise qualifies); 

(x) commercial paper, other than that issued by bank holding companies, rated at the date of 
investment in the highest short term rating category (without regard to "+'"s or "-'"s) by 
Moody's and by S&P; 

(xi) shares of an Investment Company, organized under the Investment Company Act of 1940 as 
amended, which invests in assets exclusively in obligations of the type described in clauses 
(i), (iii) or (v); 

(xii) repurchase agreements collateralized by any one or more of the securities described in clauses 
(i) and (iii) with any registered broker/dealer subject to the Securities Investors' Protection 
Corporation jurisdiction and recognized as a primary dealer by the Federal Reserve Bank of 
New York if such broker/dealer or bank or the holding company or other controlling 
corporation of such broker/dealer or bank has at the time of their purchase an uninsured, 
unsecured and unguaranteed obligation rated "Prime I "  or "A3" by Moody's and "A-1" or 
"A- " or better by S&P, provided: 

(a) a master repurchase agreement or specific written repurchase agreement governs the 
transaction; and 
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(b) the securities are held by the Trustee or an independent third party acting solely as 
agent for the Trustee free and clear of any lien, and such third party is (a) a Federal 
Reserve Bank, (b) a bank which is a member of the Federal Deposit Insurance 
Corporation and which has combined capital, surplus and undivided profits of not 
less than $25 million, or ( c) and the Trustee shall have received written confirmation 
from such third party that it holds such securities, free of any lien, as agent for the 
Trustee; and 

(c) a perfected first security interest under the Uniform Commercial Code, or book entry 
procedures prescribed at 3 1  C.F.R. 306. 1 � �- or 3 1  C.F.R. 350.0 � �- in such 
securities is created for the benefit of the Trustee; and 

(d) the repurchase agreement has a term of thirty (30) days or less, or the Trustee will 
value the collateral securities no less frequently than monthly and will liquidate the 
collateral securities if any deficiency in the required collateral percentage is not 
restored within two business days of such valuation; and 

( e) the fair market value of the securities in relation to the amount of the repurchase 
obligation, including principal and interest, is equal to at least 1 00%; 

(xiii) guaranteed investment contracts entered into with an entity the debt securities of which, or, if 
the obligations of such entity under the guaranteed investment contract are guaranteed by a 
guarantor, the debt securities of such guarantor, are rated in one of the two highest long-term 
rating categories (without regard to "+"'s or "-" 's) by M oody's and S&P; and 

(xiv) The Local Agency Investment Fund referred to in Section 1 6429. 1 of the California 
Government Code. 

"Prior Expenditures" means the amounts expended by the District from its own funds for the design, 
engineering, permitting and construction of such portions as the District shall designate of the 1 993A Project 
and for such portions of the Cost of lssuance as the District shall designate. 

"Principal Payment Date" means a date on which principal installments evidenced and represented by 
the Certificates becomes due and payable, being July I of each year to which reference is made. 

"Purchase Price" means the principal amount plus the interest thereon owed by the District to the 
Corporation under the conditions and terms of the 1 993A Installment Sale Agreement for the purchase of the 
l 993A Project and the incidental cash and expenses related thereto paid by the Corporation. 

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

"Repository" shall mean any nationally recognized municipal securities information repository within 
the meaning of Rule 1 5c2- 12 . 

"S&P" means Standard & Poor's Ratings Services, a corporation organized and existing under the 
laws of the State of New York, its successors and assigns, and, if such corporation is dissolved or liquidated or 
no longer performs the functions of a securities rating agency, "S&P" will be deemed to refer to any other 
nationally recognized securities rating agency designated by the District by written notice to the Trustee and 
with the prior written consent of the Insurer so long as the payment of principal and interest with respect to any 
Certificates is guaranteed by the Insurer under the Insurance Policy and the Insurer is not in default under the 
Insurance Policy. 
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"Special Counsel" means an attorney or firm of attorneys acceptable to the District, of nationally 
recognized standing in matters pertaining to the federal tax exemption of interest on bonds issued by states and 
political subdivisions, and duly admitted to practice law before the highest court of any state of the United 
States of America or the District of Columbia. 

"State Information Depository" means any applicable State of California information depository 
within the meaning of Rule 1 5c2- 12 .  

"Tax Certificate" means that certain tax certificate executed on the Delivery Date by the District in 
connection with the execution and delivery of the Certificates. 

"Trustee" means the U.S. Trust Company, National Association, or any successor trustee pursuant to 
the 1993A Trust Agreement. 

"2001 C Certificates" means the thirteen million nine hundred eighty-five thousand dollars 
($ 1 3 ,985,000) "Water and Sewer Revenue Refunding Certificates of Participation, Series 200 1C, Evidencing 
and Representing Interests of the Owners thereof in Installment Sale Payments To Be Made by the Eastern 
Municipal Water District under the 1 993A Installment Sale Agreement" authorized by the 1993A Installment 
Sale Agreement and at any time Outstanding thereunder that are executed and delivered by the Trustee under 
and pursuant to the 1993A Trust Agreement. 

"2001 C Holder" means any registered owner of any 2001 C Certificate and any actual purchaser of a 
2001C Certificate during any period in which the 2001C Certificates are in book-entry only form and any 
beneficial owner of any 200 1C  Certificate within the meaning of Rule 1 3d-3 under the Securities Exchange 
Act of 1934. 

"200 1 C  Installment Sale Payment Year" means the twelve-month period ending on July 1 of each 
year. 

"2001 C  Insurance Policy" means the municipal bond new issue insurance policy issued by the 2001C 
Insurer that guarantees payment of principal and interest evidenced and represented by the 2001 C Certificates. 

"200 1 C  Insurer" means Financial Guaranty Insurance Company, a New York stock insurance 
company, or any successor thereto. 

"Water and Sewer System" means: (i) all property rights, contractual rights and facilities of the 
District relating to water, including all facilities for the treatment, conservation, storage, transmission and 
distribution of water now owned by the District and all other properties, structures or works for the treatment, 
conservation, storage, transmission and distribution of water and the generation and delivery of hydroelectric 
power in connection therewith acquired and constructed by or for the District and determined by the District to 
be a part of the Water and Sewer System; and (ii) all property rights, contractual rights and facilities of the 
District relating to wastewater, including all facilities for the transporting, treating, neutralizing, stabilizing or 
disposing of wastewater now owned by the District and all other properties, structures or works for the 
transporting, treating, neutralizing, stabilizing or disposing of wastewater acquired and constructed by or for 
the District and determined by the District to be a part of the Water and Sewer System; together with all 
additions, betterments, extensions or improvements to such facilities, properties, structures or works or any 
part thereof acquired and constructed. 
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B. SUMMARY OF CERTAIN PROVISIONS OF THE 1993 
TRUST AGREEMENT 

The following is a summary of certain provisions of the 1 993A Trust Agreement as amended and 
supplemented by the First Supplement to the 1 993A Trust Agreement (collectively, the " I  993A Trust 
Agreement"). This summary does not purport to be complete or definitive and is qualified in its entirety by 
reference to the full terms of the 1 993A Trust Agreement. 

The Trustee 

U.S. Trust Company, National Association, Los Angeles, California, has been appointed by the 
District and the Corporation as Trustee . The Trustee will receive all of the l 993A Installment Sale Payments 
for disbursement in conformity with the 1 993A Trust Agreement. In addition, the Trustee will act as 
Certificate registrar. 

Equal Security 

In consideration of the acceptance of the Certificates by the Owners, the 1 993A Trust Agreement shall 
be deemed to be and shall constitute a contract between the Trustee and the Owners to secure the full and final 
payment of the interest and principal and prepayment premiums, if any, evidenced and represented by the 
Certificates, subject to the agreements, conditions, covenants and terms contained therein; and all agreements, 
conditions, covenants and terms contained therein required to be observed or performed by or on behalf of the 
Trustee shall be for the equal and proportionate benefit, protection and security of all Owners without 
distinction, preference or priority as to benefit, protection or security of any Certificates over any other 
Certificates by reason of the number or date thereof or the time of execution or delivery thereof or otherwise 
for any cause whatsoever, except as expressly provided in the l 993A Trust Agreement or in the Certificates. 

Provisions Relating to the 2001C Insurance Policy. 

(a) If, on the third day preceding any Interest Payment Date for the Certificates there is not on 
deposit with the Trustee sufficient moneys available to pay all principal of and interest on the Certificates due 
on such date, the Trustee shall immediately notify the 200 1C  Insurer and State Street Bank and Trust 
Company, N.A., New York, New York or its successor as its Fiscal Agent (the "Fiscal Agent") of the amount 
of such deficiency. If, by said Interest Payment Date, the District has not provided the amount of such 
deficiency, the Trustee shall simultaneously make available to the 2001C Insurer and to the Fiscal Agent the 
registration books for the Certificates maintained by the Trustee. In addition: 

(i) The Trustee shall provide the 2001C Insurer with a list of the Owners entitled to 
receive principal or interest payments from the 2001C Insurer under the terms of the Insurance Policy 
and shall make arrangements for the 200 1 C  Insurer and its Fiscal Agent ( 1 )  to mail checks or drafts to 
Owners entitled to receive full or partial interest payments from the 2001 C Insurer and (2) to pay 
principal of the Certificates surrendered to the Fiscal Agent by the Owners entitled to receive full or 
partial principal payments from the 200 1 C  Insurer; and 

(ii) The Trustee shall, at the time it makes the registration books available to the 200 1 C 
Insurer pursuant to (i) above, notify Owners entitled to receive the payment of principal of or interest 
on the Certificates from the 2001C Insurer ( 1 )  as to the fact of such entitlement, (2) that the 200 1C  
Insurer will remit t o  them all or part of the interest payments coming due subject to the terms of  the 
Insurance Policy, (3) that, except as provided in paragraph (b) below, in the event that any Owner is 
entitled to receive full payment of principal from the 2001C  Insurer, such Owner must tender his 
Certificate with the instrument of transfer in the form provided on the Certificate executed in the name 
of the 2001C Insurer, and (4) that, except as provided in paragraph (b) below, in the event that such 
Owner is entitled to receive partial payment of principal from the 2001 C Insurer, such Owner must 
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tender his Certificate for payment first to the Trustee, which shall note on such Certificate the portion 
of principal paid by the Trustee, and then, with an acceptable form of assignment executed in the 
name of the 2001 C  Insurer, to the Fiscal Agent, which will then pay the unpaid portion of principal to 
the Owner subject to the terms of the Insurance Policy. 

(b) In the event that the Trustee has notice that any payment of principal of or interest on a 
Certificate has been recovered from a Owner pursuant to the United States Bankruptcy Code by a trustee in 
bankruptcy in accordance with the final, nonappealable order of a court having competent jurisdiction, the 
Trustee shall, at the time it provides notice to the 2001 C Insurer, notify all Ov,rners that in the event that any 
Owner's payment is so recovered, such Owner will be entitled to payment from the 200 1 C Insurer to the extent 
of such recovery, and the Trustee shall furnish to the 200 1C  Insurer its records evidencing the payments of 
principal of and interest on the Certificates which have been made by the Trustee and subsequently recovered 
from Owners, and the dates on which such payments were made. 

( c) The 2001 C Insurer shall, to the extent it makes payments of principal of or interest on the 
Certificates, become subrogated to the rights of the recipients of such payments in accordance with the terms 
of the Insurance Policy and, to evidence such subrogation, (A) in the case of subrogation as to claims for past 
due interest, the Trustee shall note the 2001C Insurer's  rights as subrogee on the registration books maintained 
by the Trustee upon receipt from the 200IC Insurer of proof of the payment of interest thereon to the Owners 
of such Certificates and (B) in the case of subrogation as to claims for past due principal, the Trustee shall note 
the 2001 C Insurer's rights as subrogee on the registration books for the Certificates maintained by the Trustee 
upon receipt of proof of the payment of principal thereof to the Owners of such Certificates. Notwithstanding 
anything in this l 993A Trust Agreement or the Certificates to the contrary, the Trustee shall make payment of 
such past due interest and past due principal direct! y to the 200 IC  Insurer to the extent that the 200 IC Insurer 
is a subrogee with respect thereto. 

INSTALLMENT SALE PAYMENTS 

Assignment of Installment Sale Payments 

The Corporation, for good and valuable consideration, will unconditionally grant, transfer and assign 
to the Trustee without recourse all of its rights to receive the l 993A Installment Sale Payments for the benefit 
of the Owners of the Certificates and any and all of the other rights, title and interest of the Corporation in the 
1993A Installment Sale Agreement, except the rights of the Corporation in indemnification from the District 
and its rights to receive payment of its fees, expenses and reimbursements, for the purpose of securing: (a) the 
payment of all sums due and owing to the Owners of the Certificates under the terms of the 1993A Trust 
Agreement; and (b) the observance, performance and discharge of each agreement, condition, covenant and 
term of the District contained in the 1 993A Trust Agreement and in the 1993A Installment Sale Agreement. 

All 1 993A Installment Sale Payments shall be paid directly by the District to the Trustee, and all 
1993A Installment Sale Payments received by the Trustee shall be held in trust by the Trustee for the benefit of 
the District until deposited in the funds, whereupon such money shall be held in trust in such funds by the 
Trustee for the benefit of the Owners. The District pledges and grants a lien on and a security interest to the 
Trustee in such moneys paid to the Trustee for the benefit of the Owners. 

Deposit of 1993A Installment Sale Payments 

The Trustee shall establish a Prepaid Interest Account in the Debt Service Fund to be held separately 
from other monies in such fund. The Trustee shall hold in the Prepaid Interest Account the monies deposited 
therein pursuant to the l 993A Trust Agreement and utilize such monies to pay interest with respect to the 
Certificates prior to other monies in the Debt Service Fund until depleted. The Trustee shall deposit the l 993A 
Installment Sale Payments paid to it at the following respective times in the following respective funds in the 
manner hereinafter provided, each of which funds the Trustee has agreed to establish and maintain so long as 
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any Certificates are Outstanding, and the money in each of such funds shall be disbursed only for authorized 
purposes and uses; provided, that any money in such funds not required to pay the principal and interest and 
prepayment premiums, if any, evidenced and represented by the Certificates shall on the Business Day 
immediately following each Interest Payment Date be deposited first in the Debt Service Reserve Fund, to the 
extent money is needed therein for the balance therein to equal the Debt Service Reserve Fund Requirement, 
and second, if the District so directs in ,vriting, in the Excess Investment Earnings Fund, and third, after the 
above deposits are completed, shall be transferred to the District for deposit by the District in the Water and 
Sewer Revenue Fund held under the Master Resolution: 

(a) Debt Service Fund. The Trustee, on or prior to each Interest Payment Date, shall 
deposit in the Debt Service Fund that amount of money representing the portion of the 1993A 
Installment Sale Payments constituting the interest installment becoming due and payable on such 
Interest Payment Date. The Trustee, on or prior to each Certificate Payment Date, shall deposit in the 
Debt Service Fund that amount of money representing the portion of the l 993A Installment Sale 
Payments constituting the principal installment becoming due and payable on such Certificate 
Payment Date. All money in the Debt Service Fund shall be used and withdrawn by the Trustee solely 
for the purpose of paying the interest evidenced and represented by the Certificates on their respective 
Interest Payment Dates and paying the principal evidenced and represented by the Certificates on their 
respective Certificate Payment Dates or on mandatory prepayment prior thereto. 

(b) Prepayment Fund. The Trustee, at the time that any prepayment is paid to the 
Trustee pursuant to the 1993A Installment Sale Agreement, shall deposit in the Prepayment Fund the 
amount of such prepayment. All money in the Prepayment Fund shall be used and withdrawn by the 
Trustee solely for the purpose of paying the interest and principal and prepayment premiums, if any, 
evidenced and represented by the Certificates to be prepaid on their respective prepayment dates. 

COVENANTS 

Compliance with l 993A Trust Agreement. The Trustee will not execute or deliver any Certificates in 
any manner other than in accordance with the provisions of the 1993A Trust Agreement; and neither the 
Corporation nor the District will suffer or permit any default by them to occur thereunder, but each will 
faithfully observe and perform all the agreements, conditions, covenants and terms contained therein required 
to be observed and performed by them. 

Compliance with and Amendment of or Supplement to the 1 993A Installment Sale Agreement and the 
Master Resolution. The Corporation and the District will faithfully observe and perform all the agreements, 
conditions, covenants and terms contained in the 1993A Installment Sale Agreement required to be observed 
and performed by them, and will enforce the l 993A Installment Sale Agreement against the other party thereto 
in accordance with its terms. 

The Corporation and the District may amend or supplement the l 993A Installment Sale Agreement 
with the prior written consent of the Trustee, which consent shall be given only if, in the opinion of the Trustee 
(which opinion may be based upon an Opinion of Counsel or a Certificate of the District), such amendment or 
supplement is not materially adverse to the interests of the Owners, including, but not limited to, amendments 
or supplements (i) to add to the agreements and covenants of either party other agreements and covenants to be 
observed, or to surrender any right or power therein reserved to the District, or (ii) to cure, correct or 
supplement any ambiguous or defective provision contained therein, or (iii) to provide for the acceleration of 
the 1993A Installment Sale Payments as contemplated by the Master Resolution, or (iv) to resolve questions 
arising thereunder as the parties thereto may deem necessary or desirable and which do not materially 
adversely effect the interests of the Owners of the Certificates, or (v) to revise the l 993A Installment Sale 
Payments Schedule attached thereto as Exhibit A in connection with the execution and delivery of the 200 1  C 
Certificates, provided that the 2001C Certificates satisfy the criteria for incurring Refunding Parity Obligations 
set forth in the Master Resolution; provided, that the Trustee may consent to any amendment of or a 
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supplement to the l 993A Installment Sale Agreement if it first obtains the written consent of the Owners of at 
least a majority in aggregate principal amount of the Certificates then outstanding to such amendment or 
supplement, except that no such amendment or supplement shall reduce the principal or interest component of 
any 1 993A Installment Sale Payment without the written consent of the Owner of each Certificate evidencing 
and representing an interest therein. The District will give notice of any such amendment to each rating 
agency then rating the Certificates. 

The District will faithfully observe and perform all the agreements, conditions, covenants and terms 
contained in the Master Resolution required to be observed and performed by the District. 

The District may modify, amend or supplement the Master Resolution with the prior written consent 
of the Trustee, which consent shall be given only if, in the opinion of the Trustee (which opinion may be based 
upon an Opinion of Counsel or a Certificate of the District), such amendment or supplement is not materially 
adverse to the interests of the Owners, including, but not limited to, modifications, amendments or 
supplements (i) to add to the agreements and covenants of the District other agreements and covenants to be 
observed, or to surrender any right or power therein reserved to the District, or (ii) to cure, correct or 
supplement any ambiguous of defective provision contained therein, or (iii) to provide for the acceleration of 
the Installment Sale Payments evidenced by the Certificates as contemplated by the Master Resolution, or 
(iv) to resolve questions arising thereunder as the District may deem necessary or desirable, and which do not 
materially adversely affect the interests of the Owners of the Certificates; provided, that the Trustee may 
consent to any modification or amendment of or supplement to the Master Resolution if it first obtains the 
written consent of the Owners of at least a majority in aggregate principal amount of the certificates then 
Outstanding to such modification, amendment of supplement. Notwithstanding any other provision of the 
1 993A Trust Agreement, the Trustee may consent to an amendment or supplement only if it receives an 
Opinion of Counsel that the exclusion from gross income of interest with respect to the Certificates will not be 
adversely affected for federal income tax purposes. 

Tax Covenants. Notwithstanding any other provision of the I 993A Trust Agreement, absent an 
opinion of Special Counsel that the exclusion from gross income of the interest component of the 1993A 
Installment Sale Payments will not be adversely affected for federal income tax purposes, the District 
covenants to comply with all applicable requirements of the Code necessary to preserve such exclusion from 
gross income and specifically covenants, without limiting the generality of the foregoing, as follows: 

(a) Private Activity. The District will not take or omit to take any action or make any 
use of the proceeds of the Certificates or of any other monies or property which would cause the 
obligation represented by the Certificates to be a "private activity bond" within the meaning of 
Section 141 of the Code; 

(b) Arbitrage. The District will make no use of the proceeds of the Certificates or of any 
other amounts or property, regardless of the source, or take or omit to take any action which would 
cause the obligation represented by the Certificates to be an "arbitrage bond" within the meaning of 
Section 148 of the Code; 

( c) Federal Guarantee. The District will make no use of the proceeds of the Certificates 
or take or omit to take any action that would cause the obligation represented by the Certificates to be 
"federally guaranteed" within the meaning of Section 149(b) of the Code; 

( d) Information Reporting. The District will take or cause to be taken all necessary 
action to comply with the informational reporting requirement of Section 1 49( e) of the Code; and 

( e) Miscellaneous. The District will take no action inconsistent with its expectations 
stated in the Tax Certificate and will comply with the covenants and requirements stated therein. 

C-77 



Prosecution and Defense of Suits. The District will defend against every action, suit or other 
proceeding at any time brought against the Trustee, the Corporation or any Owner upon any claim arising out 
of the receipt, deposit or disbursement of any of the 1 993A Installment Sale Payments or involving any rights 
or obligations of the Trustee; provided, that the Trustee, the Corporation or any Owner at its or his election 
may appear in and defend any such action, suit or other proceeding. The District will indemnify and hold 
harmless the Trustee, the Corporation and the Owners against any and all liability claimed or asserted by any 
person arising out of any such receipt, deposit or disbursement, and will indemnify and hold harmless the 
Owners against any attorneys' fees or other expenses which any of them may incur in connection with any 
litigation or otherwise in connection with the foregoing to which any of them may become a party in order to 
enforce their rights under the l 993A Trust Agreement or under the Certificates; provided, with respect to any 
such attorneys' fees or other expenses suffered by the Owners that such litigation shall be concluded favorably 
to such Owners' contentions therein. 

Accounting Records and Statements. The Trustee shall keep proper books of record and account in 
accordance with trust accounting standards. Such records shall be open to inspection by the District and by 
any Owner at any reasonable time during regular business hours on reasonable notice. Not later than the 
fifteenth ( 1 5th) day of each month, for so long as any Certificates are Outstanding, the Trustee will furnish to 
the Corporation and to the District and to any Owner of at least $ 1 ,000,000 in aggregate principal amount of 
the Certificates who may so reasonably request (at the expense of such Owner) a complete statement covering 
the receipts, deposits and disbursements of the funds held under the l 993A Trust Agreement for the preceding 
month. 

DEFAULT AND LIMITATION OF LIABILITY 

Action on Default. An event of default under the l 993A Installment Sale Agreement shall constitute a 
default under the 1993A Trust Agreement, and in each and every such case during the continuance of such 
Event of Default the Trustee, upon being provided with satisfactory indemnity, or the Owners of not less than a 
majority in aggregate principal amount evidenced and represented by the Certificates at the time Outstanding 
shall be entitled, upon notice in writing to the District and to the Corporation to exercise the remedies provided 
to the Corporation in the 1 993A Installment Sale Agreement; provided, that nothing contained in the 1993A 
Trust Agreement shall affect or impair the right of action of any Owner to institute suit directly against the 
District to enforce payment of the obligation evidenced and represented by such Owner's Certificate; provided, 
further, that any payments made by the Insurer under the Insurance Policy shall not be deemed payments with 
respect to the Certificates for purposes of determining whether an Event of Default has occurred. 

Other Remedies of the Trustee. The Trustee shall have the right -

(a) by mandamus or other action or proceeding or suit at law or in equity to enforce its 
rights against the Corporation or the District or any director, officer or employee of the District, and to 
compel the Corporation or the District or any such director, officer or employee of the District to 
observe or perform its or his duties under applicable law and the agreements, conditions, covenants 
and terms contained in the l 993A Trust Agreement required to be observed or performed by it or him; 

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

(c) by suit in equity upon the happening of any default under the 1993A Trust 
Agreement to require the Corporation and the District and the directors, officers and employees of the 
District to account as the trustee of an express trust. 

Non-Waiver. A waiver of any default or breach of any obligation by the Trustee shall not affect any 
subsequent default or any subsequent breach of an obligation or impair any rights or remedies on any such 
subsequent default or on any such subsequent breach of an obligation. No delay or omission by the Trustee to 
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exercise any right or remedy accruing upon any default shall impair any such right or remedy or shall be 
construed to be a waiver of any such default or an acquiescence therein, and every right or remedy conferred 
upon the Trustee by applicable 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. 

If any action, proceeding or suit to enforce any right or to exercise any remedy is abandoned or 
determined adversely to the Trustee or the Corporation or the District, then the Trustee, the Corporation and 
the District shall be restored to their former positions, rights and remedies as if such action, proceeding or suit 
had not been brought or taken. Nothing contained in the 1 993A Trust Agreement or in the Certificates shall 
affect or impair the obligation of the District under the 1993A Installment Sale Agreement to pay the 1993A 
Installment Sale Payments when due as provided in the I 993A Installment Sale Agreement. 

Application of Funds. All moneys received by the Trustee pursuant to any right given or action taken 
under the remedy provisions of the l 993A Trust Agreement or the l 993A Installment Sale Agreement shall be 
deposited in a segregated account and shall be applied by the Trustee, upon presentation of the several 
Certificates 

First, Costs and Expenses: to the payment of the costs and expenses of the Trustee (including the fees 
and expenses of its agents and counsel) and, after payment in full to the Trustee, of the Owners in declaring 
such Event of Default, including reasonable compensation to its or their agents, accountants and counsel; 

Second, Interest: to the payment to the persons entitled thereto of all payments of interest evidenced 
and represented by the Certificates then due in the order of maturity of such payments, together with accrued 
and unpaid interest on Certificates theretofore called for redemption, and, if the amount available shall not be 
sufficient to pay in full any payment or payments of interest becoming due on the same date, then to the 
payment thereof ratably, according to the amounts due thereon, to the persons entitled thereto, without any 
discrimination or preference; and 

Third, Principal: to the payment to the persons entitled thereto of the unpaid principal evidenced and 
represented by any Certificates which shall have become due, whether at maturity or by call for redemption, in 
the order of their due dates, with interest on the overdue principal evidenced and represented by the 
Certificates to be paid at a rate equal to the rate or rates of interest then applicable to the Certificates if paid in 
accordance with their terms, and, if the amount available shall not be sufficient to pay in full all the amounts 
due with respect to the Certificates on any date, together with such interest, then to the payment thereof 
ratably, according to the amounts of principal due on such date to the persons entitled thereto, without any 
discrimination or preference. 

No Liability by the Corporation to the Owners. The Corporation shall not have any obligation or 
liability to the Owners with respect to the payment when due of the l 993A Installment Sale Payments by the 
District, or with respect to the observance or performance by the District of the other agreements, conditions, 
covenants and terms contained in the 1993A Installment Sale Agreement or 1993A Trust Agreement, or with 
respect to the performance by the Trustee of any obligation contained in the 1993A Trust Agreement required 
to be performed by it. 

No Liability by the District to the Owners. Except for the payment when due of the l 993A 
Installment Sale Payments and the observance and performance of the other agreements, conditions, covenants 
and terms contained in the 1 993A Installment Sale Agreement or 1 993A Trust Agreement, the District shall 
not have any obligation or liability to the Owners with respect to the 1993A Trust Agreement or the 
preparation, execution, delivery, transfer, exchange or cancellation of the Certificates or the receipt, deposit or 
disbursement of the l 993A Installment Sale Payments by the Trustee, or with respect to the performance by 
the Trustee of any obligation contained in the l 993A Trust Agreement required to be performed by it. 
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No Liabilitv by the Trustee to the Owners. Except as expressly provided in the l 993A Trust 
Agreement the Trustee shall not have any obligation or liability to the Owners with respect to the payment 
when due of the l 993A Installment Sale Payments by the District, or with respect to the observance or 
performance by the District of the other agreements, conditions, covenants and terms contained in the l 993A 
Installment Sale Agreement or in the I 993A Trust Agreement. 

AMENDMENT OR SUPPLEMENT TO THE TRUST AGREEMENT 

Amendment or Supplement to the l 993A Trust Agreement. The 1 993A Trust Agreement and the 
rights and obligations of the Corporation and the District and Owners and the Trustee thereunder may be 
amended or supplemented at any time by an amendment or supplement which shall become binding when the 
written consents of the Owners of a majority in aggregate principal amount of the Certificates then 
Outstanding are filed with the Trustee. No such amendment or supplement shall ( 1 )  reduce the rate of interest 
evidenced and represented by any Certificate or extend the time of payment thereof or reduce the amount of 
principal or prepayment premium, if any, evidenced and represented by any Certificate or extend the 
Certificate Payment Date thereof or otherwise alter or impair the obligation of the District to pay the interest 
and principal and prepayment premium, if any, evidenced and represented thereby at the time and place and at 
the rate and in the currency and from the fund provided therein without the prior written consent of the Owner 
of the Certificate so affected, or (2) reduce the percentage of Owners whose consent is required for the 
execution of amendments or supplements of the 1993A Trust Agreement or for the execution of amendments 
or supplements to the 1 993A Installment Sale Agreement or the Master Resolution, or (3) modify any of the 
rights or obligations of the Trustee without its prior written consent thereto. 

The l 993A Trust Agreement and the rights and obligations of the Corporation and the District and the 
Owners and the Trustee thereunder may also be amended or supplemented at any time by an amendment or 
supplement to the l 993A Trust Agreement which shall become binding upon execution without the written 
consents of any Owners, but only to the extent permitted by law and after receipt of any approving Opinion of 
Counsel and only if, in the opinion of the Trustee (which opinion may be based upon an Opinion of Counsel or 
a Certificate of the District), such amendment or supplement is not materially adverse to the interests of the 
Owners, including, but not limited to, amendments or supplements: 

(a) to add to the agreements, conditions, covenants and terms contained therein required 
to be observed or performed by the Corporation or the District other agreements, conditions, 
covenants and terms thereafter to be observed or performed by the Corporation or the District, or to 
surrender any right reserved therein to or conferred therein on the Corporation or the District, and 
which in either case shall not adversely affect the interests of the Owners; 

(b) to modify, amend or supplement the 1993A Trust Agreement in such manner as to 
preserve the exemption of the Certificates from the registration requirements of the Securities Act of 
1 933 or any similar federal statute hereafter in effect or to permit the qualification of the 1993A Trust 
Agreement under the Trust Indenture Act of 1 939 or any similar federal statute in effect; 

( c) to make such provisions for the purpose of curing any ambiguity or of correcting, 
curing or supplementing any defective provision contained therein or in regard to questions arising 
thereunder which the Corporation or the District may deem desirable or necessary, and which shall not 
adversely affect the interests of the Owners; 

( d) to provide for the acceleration of the Certificates and the l 993A Installment Sale 
Payments represented thereby as contemplated by the Master Resolution; 

(e) to modify, amend or supplement the 1 993A Trust Agreement to implement 
applicable provisions required by the Insurer in the event that the District elects to deposit an 
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insurance policy, a surety bond or a guaranty into the Debt Service Reserve Fund pursuant to the 
l 993A Trust Agreement; or 

(f) to make any modifications or changes necessary or appropriate in the Opinion of 
Counsel to preserve or protect the exclusion from gross income for federal income tax purposes of 
interest evidenced and represented by the Certificates. 

In determining whether any such amendment or supplement is not materially adverse to the interests 
of the Owners, the Trustee shall make its determination assuming that no Insurance Policy guarantees the 
payment of the principal and interest with respect to Certificates affected by any such amendment or 
supplement, unless any such amendment or supplement affects the rights and obligations of the Insurer or the 
Insurance Policy. 

The Corporation and the District shall, unless otherwise waived by the Insurer, give written notice of 
any amendment to the Trust Agreement and the rights and obligations of the Corporation and the District and 
the Owners and the Trustee hereunder to Moody's and S&P not less than fifteen ( 1 5) days prior to the 
execution thereof. 

DEFEASANCE 

Discharge of Certificates and 1 993A Trust Agreement. 

(a) If the Trustee shall pay or cause to be paid or there shall otherwise be paid to the 
Owners of all Outstanding Certificates the interest and principal and prepayment premiums, if any, 
evidenced and represented thereby at the times and in the manner provided therein and in the 1 993A 
Trust Agreement, then all agreements and covenants of the Corporation and the District to such 
Owners under the 1 993A Trust Agreements shall thereupon cease, terminate and become void and 
shall be completely discharged and satisfied. 

(b) Any Outstanding Certificates shall on their Certificate Payment Dates or their dates 
of prepayment prior thereto be deemed to have been paid within the meaning of and with the effect 
expressed in subsection (a) above if there shall be on deposit with the Trustee money held in trust for 
the benefit of the Owners of such Certificates which is sufficient to pay the interest and principal and 
prepayment premiums, if any, evidenced and represented by such Certificates payable on and prior to 
their Certificate Payment Dates or their dates of prepayment prior thereto. 

( c) Any Outstanding Certificates shall prior to their Certificate Payment Dates or their 
date of prepayment prior thereto be deemed to have been paid within the meaning of and with the 
effect expressed in subsection (a) above if ( 1 )  in case any of such Certificates are to be prepaid on any 
date prior to their Certificate Payment Dates, the District shall have given to the Trustee in form 
satisfactory to it irrevocable instructions to give notice by mail to the Owners of such Certificates of 
the prepayment of such Certificates on such prepayment dates, (2) there shall have been deposited 
with the Trustee either money in an amount which shall be sufficient, or Defeasance Securities, the 
interest on and principal of which when paid will provide money which, together with money, if any, 
deposited with the Trustee, shall be sufficient (as evidenced by a report of an independent certified 
public accountant regarding such sufficiency) to pay when due the interest evidenced and represented 
by such Certificates on and prior to their Certificate Payment Dates or their dates of prepayment prior 
thereto, as the case may be, and the principal and prepayment premiums, if any, evidenced and 
represented by such Certificates, (3) in the event such Certificates are not by their terms subject to 
prepayment within the next succeeding sixty (60) days, the District shall have given the Trustee in 
form satisfactory to it irrevocable instructions to give notice by mail to the Owners of such 
Certificates that the deposit required by clause (2) above has been made with the Trustee and that such 
Certificates are deemed to have been paid in accordance with the provisions in the 1 993A Trust 
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Agreement described and stating their Certificate Payment Dates or their dates of prepayment prior 
thereto upon which money is to be available for the payment of the interest and principal and 
prepayment premiums, if any, evidenced and represented by such Certificates, and (4) an Opinion of 
Counsel is filed with the Trustee to the effect that the action taken pursuant to the provisions described 
in the l 993A Trust Agreement will not cause the interest evidenced and represented by the 
Certificates to be includable in gross income for federal income tax purposes. 

Deposits and Investments. Any money held by the Trustee in any of the funds provided in the 1 993A 
Trust Agreement, other than the Construction Fund, shall be deposited in time or demand deposits in any state 
or nationally chartered bank or trust company, including the Trustee, or a state or nationally chartered savings 
and loan association, and shall be secured at all times by such obligations as are required by law and to the 
fullest extent required by law; provided that any such money may be invested as directed by the District in 
Permitted Investments which will, as nearly as practicable, mature on or before the dates on which such money 
is anticipated to be needed for disbursement. 

Any interest or profits on such deposits and investments received by the Trustee shall, as and when 
received, be deposited first, if the District so directs, in the Excess Investment Earnings Fund, and second, after 
the above deposit is completed, shall be deposited in the Debt Service Reserve Fund so long as the balance 
therein is less than the Debt Service Reserve Fund Requirement and third, shall be transferred to the District 
for deposit in the Water and Sewer Revenue Fund held under the Master Resolution provided that earnings on 
the Construction Fund shall be deposited in such fund except as otherwise provided in the 1 993A Trust 
Agreement; and for the purpose of determining the balance in the Debt Service Reserve Fund all investments 
in the Debt Service Reserve Fund shall be valued on July 1 of each year at the face value thereof if such 
investments mature within twelve ( 1 2) months from the date of valuation or if such investments are pursuant to 
a guaranteed investment contract, or if such investments mature more than twelve ( 1 2) months after the date of 
valuation and are not pursuant to a guaranteed investment contract, at the price at which such investments are 
redeemable by the holder at its option, if so redeemable, or if not so redeemable, at the lesser of (i) the cost of 
such investments plus the amortization of any premium or minus the amortization of any discount, or (ii) the 
market value of such investments .  

All deposits of 1 993A Installment Sale Payments made by the District with the Trustee prior to each 
Interest Payment Date or Certificate Payment Date pursuant to the 1 993A Installment Sale Agreement shall be 
invested by the Trustee in Permitted Investments specified by the District and maturing not later than such 
Interest Payment Date or Certificate Payment Date, as the case may be, and the Trustee shall first deposit in the 
Debt Service Reserve Fund, to the extent money is needed therein for the balance therein to equal the Debt 
Service Reserve Fund Requirement, and second pay to the District, all earnings on such investment. 

Any money held by the District in the Construction Fund shall be deposited in time or demand 
deposits in any state or nationally chartered bank or trust company, including the Trustee, or a state or 
nationally chartered savings and loan association, and shall be secured at all times by such obligation as are 
required by law and to the fullest extent required by law; provided, that any such money may be invested as 
determined by the District pursuant to a request of the District in Permitted Investments which will, as nearly 
as practicable, mature on or before the dates on which such money is anticipated to be needed for 
disbursement; and, provided further, that not more than $ 12,000,000 of the amount from time to time on 
deposit in the Construction Fund shall be invested in the types of obligations described in paragraph (iii) of the 
definition of Permitted Investments . Any interest or profits on such deposits and investments shall be retained 
in the Construction Fund. 
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CONTINUING DISCLOSURE 

District Undertaking 

The District has undertaken, for the benefit of the 200 I C  Holders, to provide or cause to be provided: 

(a) to each Repository and to the State Information Depository, if any, no later than 
1 80 days after the end of each Fiscal Year, commencing with the Fiscal Year ending June 30, 200 I ,  
the Annual Information relating to such Fiscal Year; 

(b) if not submitted as part of or with the Annual Information, to each Repository and to 
the State Information Depository, if any, audited financial statements of the District when and if they 
become available; provided that if the financial statements of the District are not available in audited 
form by the date provided for in (a), the Annual Information shall contain unaudited financial 
statements of the District in a format similar to the audited financial statements most recently prepared 
for the District, and such audited financial statements of the District shall be filed in the same manner 
as the Annual Information when and if they become available; and 

(c) to each Repository or to the MSRB and to the State Information Depository, if any, 
in a timely manner, notice of any of the following events with respect to the Certificates, if material: 

( 1 )  

(2) 

(3) 

(4) 

(5) 

(6) 
Certificates; 

(7) 

(8) 

(9) 

Principal and interest payment delinquencies; 

Non-payment related defaults; 

Unscheduled draws on debt service reserves reflecting financial difficulties; 

Unscheduled draws on credit enhancements reflecting financial difficulties; 

Substitution of credit or liquidity providers, or their failure to perform; 

Adverse tax opinions or events affecting the tax-exempt status of the 

Modifications to the rights of 200 1C Holders; 

Unscheduled redemption of Certificates; 

Defeasances; 

( 1 0) Release, substitution, or sale of property securing repayment of the 
Certificates; and 

( 1 1 ) Rating changes; and 

(d) to each Repository or to the MSRB and to the State Information Depository, if any, 
in a timely manner, notice of a failure to provide any Annual Information required by paragraphs (a) 
and (b ), above, and described below under "Annual Information," "Incorporation by Reference," 
"Modifications" and "The Insurer." In connection with the foregoing, not later than 15 Business Days 
prior to the date specified in paragraph (a) the District shall provide the Annual Information to the 
Dissemination Agent. Promptly upon receipt of the Annual Information, the Dissemination Agent 
shall file the same with each Repository and the State Repository. I fby 1 5  Business Days prior to the 
date specified in paragraph (a) for providing the Annual Information, the Dissemination Agent has not 
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received a copy of the Annual Information, the Dissemination Agent shall contact the District to 
determine if the District is in compliance with the requirements of paragraph (a). If the Dissemination 
Agent is unable to verify that the Annual Information has been provided to each Repository and the 
State Information Depository, if any, the Dissemination Agent shall notify each Repository or the 
MSRB and the State Information Depository, if any, of such findings. 

Other Information. Nothing in the 1 993A Trust Agreement shall be deemed to prevent the District 
from disseminating, or require the District to disseminate, any other information in addition to that required 
thereby in the manner set forth therein or in any other manner. If the District disseminates any such additional 
information, the District shall have no obligation to update such information or include it in any future 
materials disseminated thereunder. 

Annual Information. The required Annual Information shall consist of: 

(a) to the extent not included in (b) below, the annual financial statements described 
below hereof; 

(b) updated versions of financial information and operating data relating to the District 
of the type contained in the Official Statement relating to the Certificates, under the following 
captions; provided, that such information shall be updated only for complete Fiscal Years, not for 
portions of Fiscal Years : 

( 1 )  

(2) 

(3) 

(4) 

(5 ) 
Results"; 

"INSTALLMENT SALES PAYMENT SCHEDULE"; 

"THE DISTRICT - Debt Structure of the District - General"; 

"HISTORICAL FINANCIAL OPERATIONS - Operating Revenues"; 

"HISTORICAL FINANCIAL OPERATIONS - Nonoperating Revenues"; 

"HISTORICAL FINANCIAL OPERATIONS - Historical Operating 

(6) "HISTORICAL FINANCIAL OPERATIONS - Management Discussion of 
Operation"; and 

(7) "HISTORICAL FINANCIAL OPERATIONS - Comparative Results (first 
two paragraphs only)". 

Incorporation by Reference. All or any portion of the Annual Information may be incorporated in the 
Annual Information by cross reference to any other documents which have been filed with (i) the Repositories, 
the State Information Depository and, if the document is an official statement, the MSRB or (ii) the Securities 
and Exchange Commission. 

Modifications. Annual Information for any Fiscal Year containing any modified operating data or 
financial information (as contemplated in subsection (e) under the caption "Amendments" below) for such 
Fiscal Year shall explain, in narrative form, the reasons for such modification and the effect of such 
modification on the Annual Information being provided for such Fiscal Year. If a change in accounting 
principles in included in any such modification, such Annual Information shall present a comparison between 
the financial statements or information prepared on the basis of the modified accounting principles and those 
prepared on the basis of the former accounting principles. 
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The 2001 C Insurer. If known to the District, the required Annual Information shall include the name, 
address and telephone number of a place where current information regarding the 200 1C  Insurer may be 
obtained. 

Financial Statements. The District's annual financial statements for each Fiscal Year shall be 
prepared in accordance with GAAP. Such financial statements shall be audited by an independent accounting 
firm. 

Remedies. If the District shall fail to comply with any provision relating to continuing disclosure, 
then any 200 1 C Holder may enforce against the District, for the equal benefit and protection of all 2001 C 
Holders similarly situated, by mandamus or other suit or proceeding at law or in equity, the obligation to 
provide continuing disclosure as described in the 1 993A Trust Agreement and may compel the District to 
perform and carry out its duties regarding continuing disclosure under the 1993A Trust Agreement; provided 
that such failure to comply with any continuing disclosure provision shall not be deemed an Event of Default 
under the 1 993A Trust Agreement and that the sole and exclusive remedy for breach of any such provision 
shall be an action to compel specific performance of such obligations of the District and no person or entity 
shall be entitled to recover monetary damages thereunder under any circumstances, and, provided further, that 
any challenge to the adequacy of any information provided pursuant to such provisions shall be brought only 
by the 2001 C Holders of 25% in aggregate principal amount of the Certificates at the time outstanding which 
are affected thereby. 

Beneficiaries. The obligation to provide continuing disclosure as provided under the l 993A Trust 
Agreement is solely for the benefit of the 2001C Holders. No other person shall have any right to enforce such 
provisions thereof, or any other rights thereunder. 

Amendments. Without the consent of any 200 1C  Holders, the District at any time and from time to 
time may amend or change the provisions regarding continuing disclosure for any of the following purposes: 

(a) 
optional); 

to comply with or conform to any changes in Rule 1 5c2- 12  (whether required or 

(b) to replace the Dissemination Agent and to make any necessary or desirable 
provisions with respect thereto; 

( c) to evidence the succession of another person to the District and the assumption by 
any such successor of the covenants of the District under the continuing disclosure covenant; 

(d) to add to the covenants of the District for the benefit of the 200 1C  Holders, or to 
surrender any right or power therein conferred upon the District; and 

(e) to modify the contents, presentation and format of the Annual Information from time 
to time as a result of a change in circumstances that arises from a change in legal requirements, change 
in law, or change in the identity, nature or status of the District, or type of business conducted; 
provided that (i) the undertaking, as amended, would have complied with the requirements of 
Rule l 5c2- l 2 at the time of the offering of the 200 IC  Certificates, after taking into account any 
amendments or authoritative interpretations of said Rule, as well as any change in circumstances; and 
(ii) the amendment or change does not materially impair the interests of200 1 C  Holders, as determined 
either by a party unaffiliated with the District (such as Special Counsel), or by the vote or consent of 
2001 C Holders of a majority in outstanding principal amount of the 2001 C Certificates affected 
thereby at or prior to the time of such amendment or change. 

Duration. The obligation to provide continuing disclosure under the 1993A Trust Agreement shall 
remain in full force and effect until such time as all principal, redemption premiums, if any, and interest with 

C-85 



respect to the Certificates shall have been paid in full or the Certificates shall have otherwise been paid or 
legally defeased pursuant to the l 993A Trust Agreement. Upon any such legal defeasance, the Dissemination 
Agent shall provide notice of such defeasance to each Repository, the State Information Depository and the 
MSRB. Such notice shall state whether the Certificates have been defeased to maturity or to redemption and 
the timing of such maturity or redemption. 

C.  SUMMARY OF CERTAIN PROVISIONS OF THE 1993A 
INSTALLMENT SALE AGREEMENT 

The following is a summary of certain provisions of the l 993A Installment Sale Agreement as 
amended and supplemented by the First Amendment to the 1 993A Installment Sale Agreement (collectively, 
the " 1993A Installment Sale Agreement"). This summary does not purport to be complete or definitive and is 
qualified in its entirety by reference to the full terms of the l 993A Installment Sale Agreement. 

THE 1993A PROJECT 

Purchase and Sale of the 1993A Project. The Corporation agrees to sell the 1 993A Project to the 
District. In order to implement this provision, the Corporation appoints the District as its agent for the purpose 
of completing such design, acquisition and construction of the l 993A Project, as defined in the l 993A 
Installment Sales Agreement, and the District agrees to act as agent for the Corporation to provide for 
completing such design, acquisition and construction of the 1 993A Project. The District agrees that as such 
agent it will cause the acquisition and construction of the 1 993A Project to be diligently completed after the 
deposit of funds in the Construction Fund established pursuant to the 1993A Trust Agreement. The 
Corporation agrees to sell the l 993A Project to the District. The District agrees to purchase the l 993A Project 
from the Corporation. 

1993A INSTALLMENT SALE PAYMENTS 

Purchase Price. The principal amount of the Purchase Price to be paid by the District to the 
Corporation is thirteen million nine hundred eighty-five thousand dollars ($ 1 3,985,000) and interest on the 
unpaid balance of the principal amount of the Purchase Price shall accrue: (i) in the case of the principal 
installments shown in Exhibit A to the l 993A Installment Sale Agreement under the heading "Remaining 
Original Principal Installments," the rates set forth in Exhibit A under the heading "Original l 993A Interest 
Rates" and (ii) in the case of the principal installments shown in Exhibit A under the heading "Additional 
2001C Principal Installments," the rates shown in Exhibit A under the heading "2001C  Interest Rates". In 
connection with the foregoing, the District acknowledges its obligation to make the Prepaid 2001C  Installment 
Sale Payments; however such obligation has been defeased by amounts in an Escrow Fund which have been 
determined, together with interest earnings thereon to be sufficient to pay: (i) prior to and on July 1 ,  2003, the 
aggregate interest installments thereof and (ii) on July 1 ,  2003, the aggregate principal installments thereof and 
the prepayment premium applicable thereto. 

Payment of l 993A Installment Sale Pavments. The District shall, subject to the prepayment 
provisions of the 1993A Installment Sale Agreement, pay the Corporation the Purchase Price, without offset or 
deduction of any kind, by paying the principal installments of the 1 993A Installment Sale Payments annually 
on July 1 in the amounts and in each of the years specified in the 1 993A Installment Sale Agreement, together 
with interest installments of the 1993A Installment Sale Payments, which interest installments shall be paid 
semiannually in the amounts and on the interest payment dates specified in the 1993A Installment Sale 
Agreement. 

The obligation of the District to pay the Purchase Price by paying the 1993A Installment Sale 
Payments from Net Water and Sewer Revenues is absolute and unconditional, and until such time as the 
1 993A Installment Sale Payments shall have been paid in full ( or provision for the payment thereof shall have 
been made), the District will not discontinue or suspend any 1993A Installment Sale Payment required to be 
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paid by it when due, whether or not the Water and Sewer System or any part thereof is operating or operable, 
or its use is suspended, interfered with, reduced, curtailed or terminated in whole or in part, and such payments 
shall not be subject to reduction whether by offset or otherwise and shall not be conditional upon the 
performance or nonperformance by any party to any agreement for any cause whatsoever. 

In order to provide for the timely payment of the 1 993A Installment Sale Payments, the District agrees 
and covenants that it will, from Net Water and Sewer Revenues on deposit in the Installment Sale Payment 
Fund held under the Master Resolution, on or before the Business Day immediately preceding each Interest 
Payment Date, deposit with the Trustee an amount equal to the interest installment of the 1993A Installment 
Sale Payments due on such Interest Payment Date, and, on or before the Business Day inunediately preceding 
each Principal Payment Date, deposit with the Trustee an amount equal to the principal installment of the 
1 993A Installment Sale Payments due on such Principal Payment Date. In accordance with the 1993A Trust 
Agreement, amounts so deposited shall, until such Interest Payment Date or Principal Payment Date, as the 
case may be, be invested for the benefit of the District and all earnings on such investment shall, except as 
otherwise provided in the 1993A Trust Agreement, be paid to the District and deposited by the District in the 
Water and Sewer Revenue Fund held under the Master Resolution. 

Debt Service Reserve Fund. If the District shall at any time receive notice from the Trustee that the 
amount of money on deposit in, or any insurance policy, surety bond or guaranty in lieu thereof in, the Debt 
Service Reserve Fund is less than the Debt Service Reserve Fund Requirement, the District agrees and 
covenants that it will, from Net Water and Sewer Revenues as provided in the Master Resolution, on or before 
the last Business Day immediately preceding the first day of each of the next twelve succeeding months, 
deposit with the Trustee an amount equal to one-twelfth ( 1 / 12) of the amount of the deficiency in the Debt 
Service Reserve Fund specified in such notice. To the extent the District is obligated to make a payment in 
respect of the Debt Service Reserve Fund Requirement, the District's 1993A Installment Sale Payment 
obligation shall be increased to provide a sufficient amount to make such payment. 

COVEN�'\!TS OF THE DISTRICT 

Pledge: Benefit of Master Resolution. To secure the prompt payment of the l 993A Installment Sale 
Payments, the District pledges its Net Water and Sewer Revenues and the amounts on deposit in or to the 
credit of the Installment Sale Payment Fund established and maintained under the Master Resolution; 
provided, that such pledge is not senior or superior to but is pari passu with, the pledge thereof to the payment 
of all other Parity Obligations incurred in accordance with the terms of the Master Resolution. The 
Corporation shall be a beneficiary of all of the obligations assumed by the District and the covenants made by 
the District in the Master Resolution. The District shall perform all the obligations assumed by the District 
under, and shall comply with all the covenants made by the District in, the Master Resolution. The District 
shall not modify, amend or supplement the Master Resolution except with the written consent of the Trustee as 
provided in the 1 993A Trust Agreement. 

Compliance with 1993A Installment Sale Agreement and 1993A Trust Agreement. The District will 
punctually pay the 1993A Installment Sale Payments in strict conformity with, and will faithfully observe and 
perform all the agreements, conditions, covenants and terms required to be observed and performed by the 
District pursuant to the 1993A Installment Sale Agreement, and will not terminate the 1 993A Installment Sale 
Agreement for any cause including any acts or circumstances that may constitute failure of consideration, 
destruction of or damage to the 1 993A Project or the Water and Sewer System, commercial frustration of 
pwpose, any change in the tax or other laws of the United States of America or of the State of California or 
any political subdivision of either or any failure of the Corporation to observe or perform any agreement, 
condition, covenant or term required to be observed and performed by it pursuant to the 1 993A Installment 
Sale Agreement, whether express or implied, or any duty, liability or obligation arising out of or connected 
with the 1 993A Installment Sale Agreement or the insolvency, or deemed insolvency, or bankruptcy or 
liquidation of the Corporation or any force majeure, including Acts of God, tempest, storm, earthquake, war, 

C-87 



rebellion, riot, civil disorder, acts of public enemies, blockade or embargo, strikes, industrial disputes, 
lockouts, lack of transportation facilities, fire, explosion, or acts or regulations of governmental authorities. 

The District will faithfully observe and perform all the agreements, conditions, covenants and terms 
contained in the 1 993A Trust Agreement required to be observed and performed by it, and it is expressly 
understood and agreed by and among the parties to the 1993A Installment Sale Agreement and the 1 993A 
Trust Agreement that each of the agreements, conditions, covenants and terms contained in each such 
agreement is an essential and material term of the obligation of the District to repay the costs of the acquisition 
and construction of the 1 993A Project and the incidental costs and expenses paid by the Corporation pursuant 
to and in accordance with the 1 993A Installment Sale Agreement. 

Tax Covenants. The District will not directly or indirectly use or permit the use of the proceeds of the 
obligation provided in the 1 993A Installment Sale Agreement or any other funds of the District or take or omit 
to take any action which would cause such obligation to be an "arbitrage bond" within the meaning of 
Section 148 of the Code, or a "federally guaranteed obligation" under Section 149(b) of the Code, or a "private 
activity bond" as described in Section 141  of the Code. To that end, so long as any 1993A Installment Sale 
Payment is unpaid, the District will comply with all requirements of such sections of the Code to the extent 
applicable to the obligation provided therein. 

The District will at all times do and perform all acts and things permitted by law which are necessary 
or desirable in order to assure that the interest installments of the 1 993A Installment Sale Payments will not be 
included in the gross income of the owners of the Certificates for federal income tax purposes under the Code 
and will take no action that would result in such interest being so included. 

Protection of Security and Rights of the Corporation and the Trustee. The District will preserve and 
protect the security and the rights of the Corporation and the Trustee to the 1 993A Installment Sale Payments 
and will warrant and defend such rights against all claims and demands of all persons. 

EVENTS OF DEFAULT AND REMEDIES 

Events of Default. Each of the following events constitutes an Event of Default under the l 993A 
Installment Sale Agreement: 

(a) the District shall default in the due and punctual payment of any 1993A Installment 
Sale Payment when and as the same shall become due and payable; 

(b) the District shall default in the performance of any of the agreements or covenants 
contained in the 1 993A Installment Sale Agreement required to be performed by it, and such default 
shall have continued for a period of sixty (60) days after the District shall have been given notice in 
writing of such default by the Corporation or the Trustee; and 

(c) The District shall file a petition or answer seeking arrangement or reorganization 
under the federal bankruptcy laws or any other applicable law of the United States of America or any 
state therein, or if a court of competent jurisdiction shall approve a petition filed with or without 
consent of the District seeking arrangement or reorganization under the federal bankruptcy laws or 
any other applicable law of the United States of America or any state therein, or if under the 
provisions of any other law for the relief or aid of debtors any court of competent jurisdiction shall 
assume custody or control of the District or of the whole or any substantial part of its property. 
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Remedies; No Acceleration. Upon the occurrence of an Event of Default the Trustee, as assignee of 
the Corporation, shall have the right --

(a) by mandamus or other action or proceeding or suit at law or in equity to enforce its 
rights against the District or any member of the Board of Directors, officer or employee thereof, and to 
compel the District or any such member of the Board of Directors, officer, or employee to perform 
and carry out its or his duties under law and the agreements and covenants required to be performed 
by it or him under the 1993A Installment Sale Agreement; 

(b) by suit in equity to enjoin any acts or things which are unlawful or violate the rights 
of the Corporation or the Trustee; or 

(c) by suit in equity upon the happening of an Event of Default to require the District 
and its member of the Board of Directors, officers and employees to account as the trustee of an 
express trust. 

Notwithstanding the above, the Trustee shall have no right to declare the principal or interest 
component of any 1993A Installment Sale Payment to be due and payable immediately. 

DISCHARGE OF OBLIGATIONS 

Discharge of Obligations. 

(a) If ( 1 )  the District shall pay or cause to be paid all the 1993A Installment Sale 
Payments at the times and in the manner provided in the 1 993A Installment Sale Agreement, and 
(2) no Certificates remain Outstanding, the right, title and interest of the Corporation and the 
obligations of the District under the 1993A Installment Sale Agreement shall thereupon cease, 
terminate, become void and be completely discharged and satisfied, except only as provided in 
paragraph (c) below. 

(b) Any unpaid principal installment of the 1993A Installment Sale Payments shall on its 
payment date or date of prepayment be deemed to have been paid within the meaning of and with the 
effect expressed in part ( 1 )  of paragraph (a) above if the District makes payment of such 1 993A 
Installment Sale Payments and the prepayment premium, if applicable, in the manner provided in the 
1 993A Installment Sale Agreement. 

(c) All or any portion of unpaid principal installments of the 1993A Installment Sale 
Payments shall, prior to their payment dates or dates of payment, be deemed to have been paid within 
the meaning of and with the effect expressed in part ( 1 )  of paragraph (a) above (except that the 
District shall remain liable for such 1 993A Installment Sale Payments, but only out of such money or 
securities deposited with the Trustee for such payment), if (i) notice is provided by the District to the 
Trustee as required by the 1 993A Trust Agreement, (ii) there shall have been deposited with the 
Trustee either money in an amount which shall be sufficient, or Defeasance Securities the interest on 
and principal of which when paid will provide money which, together with money, if any, deposited 
with the Trustee, shall be sufficient to pay when due the principal installments of such 1993A 
Installment Sale Payments or such portions thereof on and prior to their payment dates or their dates 
of prepayment, as the case may be, and the prepayment premiums, if any, applicable thereto, and 
(iii) an opinion of nationally recognized bond counsel is filed with the Trustee to the effect that the 
action taken pursuant to this subsection will not cause the interest installments of the 1 993A 
Installment Sale Payments to be includable in gross income under the Code for federal income tax 
purposes, and (iv) a report of an independent nationally recognized certified public accountant or a 
financial advisor or a financial consultant of recognized standing in the field of municipal bonds is 
filed with the Trustee to the effect that the amount of moneys and the principal of and interest when 
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due on the Defeasance Securities deposited at the same time with the Trustee shall be sufficient to pay 
when due the principal installments of such 1993A Installment Sale Payments or such portions thereof 
on and prior to their payment dates or their dates of prepayment, as the case may be, and the 
prepayment premiums, if any, applicable thereto. 

MISCELLANEOUS 

Liability of District Limited to Net Water and Sewer Revenues. The District is not required to 
advance any moneys derived from any source of income other than the Net Water and Sewer Revenues for the 
payment of 1993A Installment Sale Payments or for the performance of any agreements or covenants required 
to be performed by it contained in the 1993A Installment Sale Agreement. The District may, however, 
advance moneys for any such purpose so long as such moneys are derived from a source legally available for 
such purpose and may be legally used by the District for such purpose. 

The obligation of the District to make the 1 99 3A Installment Sale Payments is a special obligation of 
the District payment solely from the Net Water and Sewer Revenues, and does not constitute a debt of the 
District or of the State of California or of any political subdivision thereof within the meaning of any 
constitutional or statutory debt limitation or restriction. 

Assignment. The l 993A Installment Sale Agreement and any accompanying rights shall be assigned 
by the Corporation to the Trustee as provided in the l 993A Trust Agreement; to which assignment the District 
expressly acknowledges and consents. 

Amendment. So long as the payment of the principal and interest with respect to any Certificates is 
guaranteed by the Insurer under the Insurance Policy and the Insurer is not in default under the Insurance 
Policy, any amendment to this 1 993A Installment Sale Agreement shall be subject to the prior written consent 
of the Insurer and the Insurer shall receive a full transcript of all proceedings relating to the approval and 
execution of any such amendment. 
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APPENDIX D 

BOOK-ENTRY-ONLY SYSTEM 

The following description of DTC and the procedures and record keeping with respect to beneficial ownership 
interests in the Certificates. payment of principal. interest, purchase price and other pa,vments with respect to the 
Certificates to DTC Participants, Indirect Participants or Beneficial Owners. confirmation and transfer of beneficial 
ownership interest in such Certificates and other related transactions by and between DTC. the DTC Participants, the 
Indirect Participants and the Beneficial Owners is based solely on information provided by DTC. and the District 
assumes no responsibility therefor. Accordingly, no representations can be made concerning these matters and neither 
the D TC Participants. the Indirect Participants nor the Beneficial Owners should re(v on the following information with 
respect to such matters but should instead confirm the same with DTC or the DTC Participants or the Indirect 
Participants, as the case may be. 

The Certificates will be delivered in fully registered form in the name of Cede & Co. ,  as registered owner and 
nominee for DTC, which will act as securities depository for such Certificates. DTC is a limited-purpose trust company 
organized under the laws of the State of New York, a member of the Federal Reserve System, a "clearing corporation" 
within the meaning of the New York Uniform Conunercial Code, and a "clearing agency" registered pursuant to the 
provisions of Section 17  A of the Securities Exchange Act of 1 934, as amended. DTC was created to hold securities of 
its participants ("DTC Participants") and to facilitate the clearance and settlement of transactions, such as transfers and 
pledges, among DTC Participants in such securities through computerized book-entry changes in accounts of the DTC 
Participants, thereby eliminating the need for physical movement of securities certificates. DTC Participants include 
securities brokers and dealers, banks, trust companies, clearing corporations, and certain other organizations, some of 
whom (and/or their representatives) own DTC. Access to the DTC system is also available to others, such as banks, 
brokers, dealers and trust companies that clear through or maintain a custodial relationship with a DTC Participant, 
either directly or indirectly ("Indirect Participants"). 

Purchases of the Certificates under the DTC system must be made by or through DTC Participants, which will 
receive a credit balance for the Certificates in the records of DTC. The ownership interest of each actual purchaser of 
each Certificate (the "Beneficial Owner") will be recorded through the records of the DTC Participant. Beneficial 
Owners are expected to receive a written confirmation of their purchase providing details of the Certificates acquired. 
Transfers of ownership interests in the Certificates will be accomplished by book-entries made by DTC and, in tum, by 
the DTC Participants who act on behalf of the Beneficial Owners. Beneficial Owners will not receive certificates 
representing their ownership interests in the Certificates. 

As long as Cede & Co. is the registered owner of the Certificates, as nominee of DTC, references herein to the 
owners of the Certificates or registered owners of the Certificates, except under the caption TAX EXEMPTION, shall 
mean Cede & Co. and shall not mean the Beneficial Owners of the Certificates. 

The Trustee will recognize DTC or its nominee as the Certificate owner for all purposes, including notices and 
voting. Conveyance of notices and other communications by DTC to DTC Participants, by DTC Participants to Indirect 
Participants and by DTC Participants and Indirect Participants to Beneficial Owners will be governed by arrangements 
among them, subject to any statutory and regulatory requirements as may be in effect from time to time. 

So long as the Certificates remain in book-entry-only form, principal and interest payments with respect to the 
Certificates will be made to DTC, or its nominee, Cede & Co. as registered owner of the Certificates. Upon receipt of 
moneys, DTC's current practice is to immediately credit the accounts of DTC Participants in accordance with their 
respective holdings shown on the records of DTC. Payments by DTC Participants and Indirect Participants to 
Beneficial Owners will be governed by standing instructions and customary practices, as is now the case with municipal 
securities held for the accounts of customers in bearer form or registered in "street name," and will be the responsibility 
of such DTC Participant or Indirect Participant and not of DTC, the District or the Trustee, subject to statutory and 
regulatory requirements as may be in effect from time to time. Payment of principal and interest t� DTC is the 
responsibility of the District or the Trustee, disbursement of such payments to DTC Participants shall be the 
responsibility of DTC, and disbursement of such payments to the Beneficial Owners shall be the responsibility of DTC 
Participants and Indirect Participants. 
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The Trustee cannot and does not give any assurance that DTC, DTC Participants or Indirect Participants will 
distribute to the Beneficial Owners (i) payment of principal, purchase price and interest with respect to the Certificates 
held in book-entry form and (ii) notices sent to DTC or Cede & Co., its nominee, as the registered owner of such 
Certificates, or that they will do so on a timely basis or that DTC, DTC Participants or Indirect Participants will service 
and act in the manner described in this Official Statement. The current "Rules" applicable to DTC are on file with the 
Securities and Exchange Commission and the current "Procedures" of DTC to be followed in dealing with Participants 
are on file with DTC. 

Neither DTC nor Cede & Co. will consent or vote with respect to the Certificates. Under its usual procedures, 
DTC will mail an Omnibus Proxy to the District as soon as possible after the record date. The Omnibus Proxy assigns 
Cede & Co. ' s  consenting or voting rights to those DTC Participants to whose accounts the Certificates are credited on 
the record date (identified in a listing attached to the Omnibus Proxy) .  

For every transfer of the Certificates, the Beneficial Owner may be charged a sum sufficient to cover any tax or 
other governmental charge that may be imposed in relation thereto. 

DTC may discontinue providing its services as securities depository with respect to the Certificates at any time 
by giving reasonable notice to the District or the Trustee. Under such circumstances, in the event that a successor 
securities depository is not obtained, Certificates are required to be printed and delivered. The District may terminate 
its participation in the system of book entry transfers through DTC at any time. If the District replaces DTC, or the 
existing successor securities depository, with another qualified securities depository, a fully registered Certificate for 
each maturity, registered in the name of the successor or its nominee, shall be prepared. If the D istrict fails to locate 
another qualified securities depository to replace DTC, or the existing securities depository, the book-entry-only system 
will be discontinued, and Certificates will be printed and delivered. 

The District will not have any responsibility or obligation to DTC Participants or to any Beneficial Owner with 
respect to (i) the accuracy of any records maintained by DTC or any DTC Participant; (ii) the delivery of any notice that 
is  permitted or required to be given to Beneficial Owners; (iii) the selection by DTC or any DTC Participant of any 
person to receive payment in the event of a partial redemption of the Certificates; (iv) the payment by DTC or any DTC 
Participant of any amount with respect to the principal of, premium, if any, purchase price or interest due on the 
Certificates; or (v) any consent given or other action taken by DTC as Owner. The information in this section 
concerning DTC and DTC's book-entry system has been obtained from sources that the District believes to be reliable. 
but the District takes no responsibility for the accuracy thereof. 
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APPENDIX E 

FORM OF SPECIAL COUNSEL OPINION 

Eastern Municipal Water District 
San Jacinto, California 

[Closing Date] 

Re: Eastern Municipal Water District, Water and Sewer Revenue Refunding Certificates 
of Participation, Series 2001A, Water and Sewer Revenue Certificates of 
Participation, Series 2001B and Water and Sewer Revenue Refunding Certificates of 
Participation, Series 2001C 

Ladies and Gentlemen: 

We have reviewed the Constitution and the laws of the State of California and certain 
proceedings taken by the Eastern Municipal Water District (the "District") in connection with the 
authorization, execution and delivery by the District of: (i) that certain Second Amendment to 
1 99 1  A Installment Sale Agreement, dated as of April 1 ,  200 1 ,  by and between the Eastern Municipal 
Water District Facilities Corporation (the "Corporation") and the District (the "Second Amendment 
to 1 99 1 A  Installment Sale Agreement"), which amends that certain 1 99 1 A  Installment Sale 
Agreement, dated as of June 1 ,  1 99 1 ,  by and between the Corporation and the District as previously 
amended by the First Amendment to 1991A Installment Sale Agreement, dated as of April 1 ,  1 997 
(the " 1 99 1 A  Installment Sale Agreement" and, as so amended, the "Amended 1 99 1A Installment 
Sale Agreement"); (ii) that certain 200 lB Installment Sale Agreement, dated as of  April 1 ,  200 l ,  by 
and between the Corporation and the District (the "200 1 B  Installment Sale Agreement); and (iii) that 
certain First Amendment to 1 993A Installment Sale Agreement, dated as of  April 1 ,  200 1 ,  by and 
between the Corporation and the District (the "First Amendment to 1 993A Installment Sale 
Agreement"), which amends that certain l 993A Installment Sale Agreement, dated as of May 1 ,  
1 993 ,  by and between the Corporation and the District (the " 1 993A Installment Sale Agreement" 
and, as so amended, the "Amended 1 993A Installment Sale Agreement" and, together with the 
Amended 1 99 1  A Installment Sale Agreement and the 200 1 B Installment Sale Agreement, the 
"Installment Sale Agreements"). We have also reviewed: (i) that certain Second Supplement to 
1 99 1 A  Trust Agreement, dated as of April 1 ,  200 1 ,  by and among U.S. Trust Company, National 
Association (the "Trustee"), the District and the Corporation (the "Second Supplement to 199 1  A 
Trust Agreement"), which supplements that certain Trust Agreement, dated as of  June 1 ,  199 1 ,  by 
and among the Trustee, the Corporation and the District as previously supplemented by the First 
Supplement to 1 99 1A  Trust Agreement, dated as of April 1 ,  1 997 (the " 1 99 1 A  Trust Agreement" 
and, as so supplemented, the "Supplemented 1991A Trust Agreement"); (ii) that certain Trust 
Agreement, dated as of April 1 ,  200 1 ,  by and among the District, the Corporation and the Trustee 
(the "200 l B Trust Agreement"); (iii) that certain First Supplement to l 993A Trust Agreement, dated 
as of April 1 ,  200 1 ,  by and among the District, the Corporation and the Trustee (the "First 
Supplement to 1 993A Trust Agreement"), which supplements that certain Trust Agreement, dated as 
of May 1 ,  1 993,  by and among the District, the Corporation and the Trustee (the " 1 993A Trust 
Agreement" and, as so supplemented, the "Supplemented 1993A Trust Agreement" and, together 
with the "Supplemented 199 1A Trust Agreement" and the 200 1 B  Trust Agreement, the "Trust 
Agreements") ; and (iv) such other information and documents as we consider necessary to render 
this opinion. 
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Eastern Municipal Water District 
[Closing Date] 
Page Two 

Pursuant to the Supplemented 1 99 1 A  Trust Agreement, the Trustee has agreed to execute and 
deliver certificates of participation ( the "200 1 A Certificates") evidencing and representing interests 
of the registered owners of the 200 1 A  Certificates, along with the registered owners of the 
outstanding certificates of  participation executed and delivered pursuant to the Supplemented 1 99 1  A 
Trust Agreement, in 1 99 1 A  Installment Payments (as defined in the Supplemented 199 1 A  Trust 
Agreement) to be made by the District pursuant to the Amended 199 1 A  Installment Sale Agreement. 
Pursuant to the 200 1 8  Trust Agreement, the Trustee has agreed to execute and deliver certificates of 
participation (the "200 1 B Certificates") evidencing and representing interests of the registered 
owners of the 200 1 8  Certificates in 200 1 8  Installment Payments (as defined in the 200 1 8  Trust 
Agreement) to be made by the District pursuant to the 200 1 B Installment Sale Agreement. Pursuant 
to the Supplemented 1 993A Trust Agreement, the Trustee has agreed to execute and deliver 
certificates of participation (the "200 1 C  Certificates" and, together with the 200 1 A  Certificates and 
the 200 18  Certificates, the "Certificates") evidencing and representing interests of the registered 
owners of the 200 1 C C ertificates, along with the registered owners of the outstanding certificates of 
participation executed and delivered pursuant to the Supplemented 1 993A Trust Agreement, in 
1 993A Installment Payments (as defined in the Supplemented 1 993A Trust Agreement) to be made 
by the District pursuant to the Amended 1 993A Installment Sale Agreement. The 1 991A Installment 
Payments, the 200 1 8  Installment Payments and the 1993A Installment Payments are collectively 
referred to herein as the "Installment Payments ."  

The Certificates are dated March 1 5 , 200 1 and mature on the dates and in the amounts set 
forth in the Trust Agreements. Interest due with respect to the Certificates is payable on the dates 
and at the rates per annum set forth in the Trust Agreements . The Certificates are subject to optional 
and mandatory prepayment prior to maturity in the manner and upon the terms set forth in the Trust 
Agreements. 

Based upon our examination of the foregoing, and in reliance thereon and on all matters of 
fact as we deemed relevant under the circumstances, and upon consideration of applicable laws, we 
are of the opinion that: 

1 .  Each of (a) the obligation of the District to pay 1 99 1  A Installment Payments under 
the Amended 1 99 1 A  Installment Sale Agreement, (b) the obligation of the District to pay 200 1 8  
Installment Payments under the 200 1 B Installment Sale Agreement and ( c )  the obligation o f  the 
District to pay 1 993A Installment Payments under the Amended 1 993A Installment Sale Agreement 
is a valid and binding obligation payabl e  from Net Water and Sewer Revenues, as defined in 
Resolution No. 2667 adopted by the District on March 20, 1 99 1 ,  as supplemented by Resolution 
No. 2667. 1 .  

2 .  The Installment Sale Agreements and the Trust Agreements have been duly 
authorized, executed and delivered by the District and (assuming they constitute valid and binding 
agreements of the respective other parties thereto) constitute valid and binding agreements of the 
District enforceable in accordance with their terms, except to the extent that enforceability may be 
limited by bankruptcy, insolvency, reorganization, moratorium, fraudulent conveyance and other 
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Eastern Municipal Water District 
[Closing Date] 
Page Three 

similar laws affecting creditors ' rights, by the application of equitable principles if  equitable 
remedies are sought, and by the exercise of judicial discretion in appropriate cases. 

3 .  Under existing statutes, regulations, rulings, and judicial decisions, the portion of 
each Installment Payment constituting interest paid by the District and received by the owners of the 
Certificates is  excluded from gross  income for federal income tax purposes and is not an item of tax 
preference for purposes of calculating the federal alternative minimum tax imposed on individuals 
and corporations; however, we note that, with respect to corporations, the portion of the Installment 
Payments constituting interest may be included as an adjustment in the calculation of alternative 
minimum taxable  income which may affect such corporation 's  alternative minimum tax liability. 

4 .  The portion of each Installment Payment constituting interest is exempt from 
California personal income tax. 

5 .  The difference between the issue price of a Certificate (the first price at which a 
substantial amount of the Certificates of the same series and maturity is to be sold to the public) and 
the stated redemption price at maturity with respect to such Certificate constitutes original issue 
discount, and the amount of original issue discount that accrues to the owner of the Certificate is 
excluded from the gross income of such owner for federal income tax purposes, is not an item of tax 
preference for purposes of the federal alternative minimum tax imposed on individuals and 
corporations, and is exempt from State of California personal income tax. 

The opinions expressed herein as to the exclusion from gross income of the portions of each 
Installment Payment constituting interest and original issue discount are based upon certain 
representations of  fact and certifications made by the District and others and are subject to the 
condition that the District comply with all requirements of the Internal Revenue Code of 1 986, as 
amended (the "Code"), that must be satisfied subsequent to the execution and delivery of the 
Certificates to assure that the portions of the Installment Payments constituting interest and original 
issue discount will not become ineluctable in gross income for federal income tax purposes. Failure 
to comply with such requirements might cause the portions of the Installment Payments constituting 
interest and original issue discount to be included in gross income for federal income tax purposes 
retroactive to the date of the execution and delivery of the Certificates. The District has covenanted 
to comply with all such requirements. We express no opinion regarding other tax consequences with 
respect to the Certificates. 

We have not undertaken to review the Official Statement relating to the Certificates on behalf 
of the owners or beneficial owners of the Certificates, and we assume no responsibility to such 
owners or beneficial owners for the accuracy or completeness of the information contained there in. 

The opinions expressed herein are based upon our analysis and interpretation of existing 
laws, regulations, rulings and judicial decisions and cover certain matters not directly addressed by 
such authorities. Said opinions may be affected by actions taken ( or not taken) or events occurring 
(or not occurring) after the date hereof (including changes in the law); such actions or events might 
affect the value of a Certificate. We have not undertaken to determine, or to inform any person, 
whether any such actions or events are taken or do occur. The Trust Agreements and the Tax 
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Eastern Municipal Water District 
[Closing Date] 
Page Four 

Certificate executed and delivered by the District on the date of this opinion permit certain actions to 
be taken or to be omitted if a favorable opinion of bond counsel is provided with respect thereto. No 
opinion is expressed herein as to the exclusion from gross income of interest with respect to the 
Certificates if any such action is taken or omitted based upon the opinion or advice of counsel other 
than ourselves. 

Respectfully submitted, 
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Exh ib it F 
Financial Guaranty Insurance 
Company, doing business in California 
as FG IC Insurance Company FGIC 
1 1 5 Broadway 
New York, NY 1 0006 
(2 1 2) 3 1 2-3000 
(800) 352-000 1  

A G E  Capital Company 

Municipal Bond 

New Issue Insurance Policy 

Issuer: 

Bonds: 

Policy Number: 

00 1 0001 

Financial Guaranty Insurance Company ("Fina
�

fc:"a-� y"), a New York stock insurance company, in 
consideration of the payment of the premiu� j�he tenns of this Policy. hereby unconditionally and 
irrevocably agrees to pay to State Stree �1'.

an rust Company, N.A. ,  or its successor, as its agent (the 
"Fiscal Agent"), for the benefit of Bondh�, that portion of the principal and interest on the above-described 
debt obligations (the "Bonds") which shall become Due for Payment but shall be unpaid by reason of 
Nonpayment by the Issuer. 

Financial Guaranty will make such payments to the Fiscal Agent on the date such principal or interest becomes 
Due for Payment or on the Business Day next following the day on which Financial Guaranty shall have 
received Notice of Nonpayment, whichever is later. The Fiscal Agent will disburse to the Bondholder the face 
amount of principal and interest which is then Due for Payment but is unpaid by reason of Nonpayment by the 
Issuer but only upon receipt by the Fiscal Agent, in form reasonably satisfactory to it, of ( i )  evidence of the 
Bondholder's right to receive payment of the principal or interest Due for Payment and (ii) evidence, including 
any appropriate instruments of assignment, that all of the Bondholder's rights to payment of such principal or 
interest Due for Payment shall thereupon vest in Financial Guaranty. Upon such disbursement, F inancial 
Guaranty shall become the owner of the Bond, appurtenant coupon or right to payment of principal or interest 
on such Bond and shall be fully subrogated to all of the Bondholder's rights thereunder, including the 
Bondholder's right to payment thereof. 

This Policy is non-cancellable for any reason. The premium on this Policy is not refundable for any reason, 
including the payment of the Bonds prior to their maturity. This Policy does not insure against loss of any 
prepayment premium which may at any time be payable with respect to any Bond. 

As used herein,  the term "Bondholder" means, as to a particular Bond, the person other than the Issuer who, at 
the time of Nonpayment, is entitled under the terms of such Bond to payment thereof. "Due for Payment" 
means, when referring to the principal of a Bond, the stated maturity date thereof or the date on which the same 
shall have been duly called for mandatory sinking fund redemption and does not refer to any earlier date on 
which payment is due by reason of call for redemption (other than by mandatory sinking fund redemption), 
acceleration or other advancement of maturity and means, when referring to interest on a Bond, the stated date 

FGIC is a registered service maric: used by Financial Guaranty Insurance Company under license from its pan:nt company, FGIC Corp oration. 

Form 9000 (10/93) 
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Financial Guaranty Insurance 
Company, doing business in California 
as FG IC Insurance Company 
I I 5 Broadway 
l'-ew York, NY I 0006 
( 2 1 2 ) 3 1 2-3000 
(800 )  352-000 l 

A GE Capital Company 

Municipal Bond 
New Issue Insurance Policy 

FGIC. 

for payment of interest. "Nonpayment" in respect o f  a Bond means the failure of the Issuer to have provided 
sufficient funds to the paying agent for payment in ful l  of al l  principa

�
a interest Due for Payment on such

. Bond. "Notice" means telephonic or telegraphic notice, subsequen
�
l ' ed in writing. or written notice by 

registered or certified mail, from a Bondholder or a pa
�
y-ng t e Bonds to Financial Guaranty 

"Business Day" means any day other than a Saturday, Sun�3' or n which the Fiscal Agent is authorized 
by law to remain closed. 

r \ 
In Witness Whereof, Financial Guaranty ha

!
��licy to be affixed with its corporate seal and to be 

signed by its duly authorized officer in f�� :"Mecome effective and binding upon Financial Guaranty by 
virtue of the countersignature of its duly au� ed representative. 

President 

Effective Date: Authorized Representative 

State Street Bank and Trust Company, ;'J".A., acknowledges that it has agreed to perform the duties of Fiscal 
Agent under this Policy. 

Authorized Officer 

FGIC is a registered service mark used by Financial Guuanty Insurance Company under license from its parent company. FGJC Cocp oratton. 

Fonn 9000 ( 1 0/93) 
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Financial Guaranty Insurance Company, doing business in California as FGIC Insurance Company I I 5 Broadway New York, NY 1 0006 (2 1 2 )  3 1 2-3000 (800) 352-000 I 
A GE Capital Company 

Endorsement 
To Financial Guaranty Insurance Company 
Insurance Policy 

Policy Number: 

a 

FGIC. 

00 1 000 1 

It is further understood that the term "Nonpayment" in re�� a nd includes any payment of principal or interest made to a Bondholder by or on behalf of the sue�, uch Bond which has been recovered from such Bondholder pursuant to the United States Ban C e by a trustee in bankruptcy in accordance with a final, nonappealable order of a court haviE_� 1urisdiction. 
NOTHING HEREIN SHALL BE CONS�ED TO WAIVE, ALTER, REDUCE OR AMEND COVERAGE IN ANY OTHER SECTION OF THE POLICY. IF FOUND CONTRARY TO THE POLICY LANGUAGE, THE TERMS OF THIS ENDORSEMENT SUPERSEDE THE POLICY LANGUAGE. 
In Witness Whereof, Financial Guaranty has caused this Endorsement to be affixed with its corporate seal and to be signed by its duly authorized officer in facsimile to become effective and binding upon Financial Guaranty by virtue of the countersignature of its duly authorized representative. 

President 

Effective Date: Authorized Representative 

Acknowledged as of the Effective Date written above: 

Authorized Officer 
State Street Bank and Trust Company, N.A., as Fiscal Agent 

FGIC is a registered service marl( used by Financial Guaranty Insurance Canpany under license from its parent company, FGIC Corp oration 
Form E-0002 (10/93) 
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Financial Guaranty Insurance Company, doing business in Cali forma as FGIC Insurance Company 1 1  5 Broadway New York. NY 1 0006 (2 1 2 )  3 1 2-3000 (800) 352-000 1 
A GE Capital Company 

Mandatory California State 
Amendatory Endorsement 
To Financial Guaranty Insurance Company 
Insurance Policy 

Policy Number: 

The insurance provided by this Policy 1s not cove, _1 the 

FGIC. 

001 0001 

(California Insurance Code, Article 14 .2)  
'(:"..: 

NOTHING HEREIN SHALL BE CON�-� TO WAIVE, ALTER, REDUCE OR AMEND COVERAGE 
IN ANY OTHER SECTION OF THE :��- IF FOUND CONTRARY TO THE POLICY LANGUAGE. 
THE TERMS OF THIS ENDORSEMENT SUPERSEDE THE POLICY LANGUAGE. 

In Witness Whereof, Financial Guaranty has caused this Endorsement to be affixed with its corporate seal and to be signed by its duly authorized officer in facsimile to become effective and binding upon Financial Guaranty by virtue of the countersignature of its duly authorized representative. 

President 

Effective Date: Authorized Representative 

Acknowledged as of the Effective Date written above: 

��-
Authorized Officer 
State Street Bank and Trust Company, N.A., as Fiscal Agent 

FGIC is a registered service marl< used by Financial Guar.mty Insurance Company under license from its pan,nt company, FGIC Corp oration. 

Form E-0059 (I 0193) 
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Financial Guaranty Insurance 
Company, doing business in California 
as FGIC Insurance Company 
1 1 5 Broadway 
New York, NY 1 0006 
(2 1 2) 3 1 2-3000 
(800) 352-000 I 

A GE Capital Company 

Mandatory California State 
Amendatory Endorsement 
To Financial Guaranty Insurance Company 
Insurance Policy 

Policy Number: 

FGIC 

001 000 1 

Notwithstanding the terms and conditions in this Po i , it is her understood that there shall be no acceleration 
of payment due under such Policy unless sue� · · at the sole option of Financial Guaranty. 

NOTHING HEREIN SHALL BE CONS�� TO WAIVE, ALTER, REDUCE OR AMEND COVERAGE IN 
ANY OTHER SECTION OF THE POLI<W IF FOUND CONTRARY TO THE POLICY LANGUAGE. THE 
TERMS OF THIS ENDORSEMENT SUPERSEDE THE POLICY LANGUAGE. 

In Witness Whereof, Financial Guaranty has caused this Endorsement to be affixed with its corporate seal and to 
be signed by its duly authorized officer in facsimile to become effective and binding upon Financial Guaranty by 
virtue of the countersignature of its duly authorized representative. 

President 

Effective Date: Authorized Representative 

Acknow·Iedged as of the Effective Date written above: 

�\Ju-
Authorized Officer 
State Street Bank and Trust Company, N.A., as Fiscal Agent 

FGIC is a �gistered service mark used by Financial Guaranty Insurance Company under license from its parent company, FGIC Corporation. 

Form E-0075 (3/94) 
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