OTAY WATER DISTRICT

BOARD OF DIRECTORS MEETING
DISTRICT BOARDROOM

2554 SWEETWATER SPRINGS BOULEVARD
SPRING VALLEY, CALIFORNIA

WEDNESDAY
February 7, 2007
3:30 P.M.

AGENDA
1. ROLL CALL
2. PLEDGE OF ALLEGIANCE
3. APPROVAL OF AGENDA
4, PUBLIC PARTICIPATION — OPPORTUNITY FOR MEMBERS OF THE PUBLIC TO
SPEAK TO THE BOARD ON ANY SUBJECT MATTER WITHIN THE BOARD'S
JURISDICTION BUT NOT AN ITEM ON TODAY'S AGENDA

CONSENT CALENDAR

5. ITEMS TO BE ACTED UPON WITHOUT DISCUSSION, UNLESS A REQUEST IS
MADE BY A MEMBER OF THE BOARD OR THE PUBLIC TO DISCUSS A PAR-
TICULAR ITEM:

a) APPROVE THE PURCHASE OF A 2008 MODEL YEAR STERLING 8500

TRUCK CAB AND CHASSIS FOR $59,836.81 FROM TRANS-WEST FORD
TRUCK SALES, INC

b}) APPROVE AN ENGAGEMENT LETTER WITH THE AUDITING FIRM OF
TEAMAN, RAMIREZ & SMITH, INC. TO PROVIDE AUDIT SERVICES TO
THE DISTRICT FOR THE FISCAL YEAR ENDING JUNE 30, 2007

C) ADOPT RESOLUTION NO. 4093 OF THE BOARD OF DIRECTORS OF
OTAY WATER DISTRICT FIXING TERMS AND CONDITIONS FOR THE
ANNEXATION TO OTAY WATER DISTRICT IMPROVEMENT DISTRICT
OF THOSE LANDS DESCRIBED AS "BRAZAN MOHEDIN SEWER AN-
NEXATION" (APN 498-340-37-00) AND ANNEXING SAID PROPERTY TO
OTAY WATER DISTRICT IMPROVEMENT DISTRICT NO. 18



d) APPROVE A REIMBURSEMENT TO BROOKFIELD SHEA OTAY, LLC FOR
COMPLETED PROJECTS (CIP NOS. P2121, P2133, P2164, P2031, R2040
AND R2041) IN THE AMOUNT OF $1,521,777.60

e) REJECT ATOMIC INVESTMENTS CLAIM

f) ADOPT RESOLUTION NO. 4094 ADOPTING POLICY NO. 49 - SERVICE
TO AFFORDABLE AND LOW INCOME HOUSEHOLDS

a) APPROVE THE ENGAGEMENT LETTER WITH THE LAW FIRM OF WIL-
SON PETTY KOSMO & TURNER FOR LEGAL REPRESENTATION IN THE
HARRON v. OTAY WATER DISTRICT MATTER

INFORMATION / ACTION ITEMS

6.

10.

11.

ADMINISTRATION AND FINANCE

a)  ADOPT RESOLUTION NO. 4095 APPROVING THE LEGAL DOCUMENTS
IN CONNECTION WITH THE ISSUANCE OF THE 2007 CERTIFICATES OF
PARTICIPATION AND ESTABLISHING PARAMETERS FOR THE SALE
THEROF (BEACHEM)

RECESS OTAY WATER DISTRICT BOARD MEETING

CONVENE OTAY SERVICE CORPORATION BOARD MEETING

a)  ADOPT RESOLUTION NO. 1005 APPROVING THE LEGAL DOCUMENTS
IN CONNECTION WITH THE ISSUANCE OF THE 2007 CERTIFICATES OF
PARTICIPATION AND ESTABLISHING PARAMETERS FOR THE SALE
THEROF (BEACHEM) (BEACHEM)

ADJOURN OTAY SERVICE CORPORATION BOARD MEETING

RECONVENE OTAY WATER DISTRICT BOARD MEETING

BOARD INFORMATION / ACTION ITEMS

a) DISCUSSION OF 2007 BOARD MEETING CALENDAR

REPORTS

12.

GENERAL MANAGER’'S REPORT

a) UPDATE ON THE 30” RECYCLED WATER PIPELINE PROJECT (SEE AT-
TACHMENT “A”")

b) SAN DIEGO COUNTY WATER AUTHORITY UPDATE



13. DIRECTORS' REPORTS / REQUESTS

RECESS TO CLOSED SESSION

14. CLOSED SESSION

a) CONFERENCE WITH LEGAL COUNSEL — PENDING LITIGATION {GOV-
ERNMENT CODE §54956.9(a)]

(i) DONNA BARTLETT-MAY, et. al. v. OTAY WATER DISTRICT
(i) RDH CHEMICAL COMPANY v. OTAY WATER DISTRICT

RETURN TO OPEN SESSION

15.  REPORT ON ANY ACTIONS TAKEN IN CLOSED SESSION. THE BOARD MAY
ALSO TAKE ACTION ON ANY ITEMS POSTED IN CLOSED SESSION.

16. ADJOURNMENT

All items appearing on this agenda, whether or not expressly listed for action, may be de-
liberated and may be subject to action by the Board.

If you have any disability which would require accommodation in order to enable you to
participate in this meeting, please call the District Secretary at 670-2280 at least 24 hours
prior to the meeting.

Certification of Posting

| certify that on February 2, 2007, | posted a copy of the foregoing agenda near the
regular meeting place of the Board of Directors of Otay Water District, said time being at
least 72 hours in advance of the regular meeting of the Board of Directors {(Government
Code Section §54954.2).

Executed at Spring Valley, California on February 2, 2007

vl .

usan Cruz, District Secrgtary




AGENDA ITEM 5a

STAFF REPORT

TYPE MEETING:

SUBMITTED BY:

APPROVED BY:
(Chief)

APPROVED BY:
{Asst. GM}):

Regular Board MEETING DATE:  February 7, 2007
Stephen Dobrawa, W.O./G.F. NO: DIV.NO. a1l
Purchasing Manager

Den Henderson,fﬁﬂiglz/

Construction Maintenance

Manager

Rom Sarnc, Chief, Administrative vices

German Alvarez,

Assistant General Manager, Administration and Finance

SUBJECT: PURCHASE OF STERLING 8500 CAB AND CHASSIS

GENERAL MANAGER’'S RECOMMENDATION :

That the Board authorize the purchase of a 2008 model year Sterling
8500 truck cab and chassis for $59,836.81 from Trans-West Ford Truck
Sales, Inc.

COMMITTEE ACTION:

See Attachment “A”

PURPCSE:

To provide bid results and obtain authecrization to purchase a 2008
model year Sterling cab and chassis from Trans-West Ford Truck Sales
in the amount of $59,836.81.

ANALYSIS:
Included in the approved FY 2007 budget is a Sterling 8500 cab and

chassis identified as Capital Item #122. In accordance with district
policy, kbids for this item were sclicited and received as follows:

Vendor Bid Amount
Miramar Truck Center $61,904.53
Peck Road Truck Center $60,914.31
Trans-West Ford Truck Sales $59,836.81




This vehicle will be used to replace an existing cab and chassis
currently used as a maintenance utility truck. The exchanged cab and
chassis will be fitted with a new stainless steel water tank and used
to provide potable water during emergency and planned outages.

The budget for this purchase is $52,500. It is anticipated that there
will be sufficient saving within the Capital Purchases Budget to cover
the $7,336.81 difference.

Cost figures for this purchase were not available during the FY 2007
budget process. Manufactures had not yet finalized the production
requirements needed to meet recently mandated changes by the Federal
Environmental Protection Agency (EPA) and the California Air Resources

Board  (CARB) requiring that heavy on-road diesel vehicles be
manufactured to meet target emission of hydro carbons, carbon
monoxide, oxides of nitrogen, and particulate matter.

e = ,__#.~-~-T
FISCAL IMPACT: i

IC

The line item budget for Capital Item #122 is $52,500. The purchase
price of the vehicle is $59,836.81. If approved, the cost of propcsed
purchase will exceed the item line budget by §7,336.81.

The FY 2007 Capital Purchases Budget is $324,650. Expenditures to
date are $27,912.25. It is anticipated that there will be sufficient
savings to cover the purchase of the proposed vehicle and that
purchases for FY 2007 capital purchases will not exceed the total
budget amount.

While the District expects to save money on the purchase of the
remaining vehicles, the purchase of Capital Item #111, a Ford F-150
pickup truck, budgeted at $22,500, will be deferred if this does not
occur.

STRATEGIC GOAL:

3.1.1.9: Operate the system to meet demand 24/7.

3.1.1.10: Meet all of the health-related water standards 1in the US
Naticnal Primary Drinking Water Regulations

LEGAIL IMPACT:

None.

AR V\)@Qs@ﬁm

General Manager




ATTACHMENT A

SUBJECT/PROJECT:

PURCHASE OF STERLING 8500 CAB AND CHASSIS

COMMITTEE ACTION:

The Finance and Administration Committee reviewed this item at a
meeting held on January 24, 2007. The following comments were

made:

The purchase of the cab and chassis is a budgeted item
within the CIP;

The new cab and chassis will replace an existing cab
and chassis which is currently used as a maintenance
utility vehicle, The old cab and chassis will be
fitted with a new stainless steel water tank and will
be used to provide potable water during emergency and
rlanned cutages:

Staff had budgeted $52,500 for the purchase of this
vehicle. Because of new mandates by the Federal
Envircnmental Protection Agency (EPA) and California
air Resources Board (CARB) which regquires higher
emissions standards for heavy on-road diesel vehicles,
the truck cost has increased and exceeds the budget by
$7,336.81. Staff anticipates savings within the CIP
budget to cover the cost difference. If savings on
the remaining vehicles is not sufficient to cover the
cost difference, staff will defer the purchase of a
Ford F-150 pickup truck;

The commitee inquired if it was cost effective to
explore natural gas fueled vehicles as opposed to
diesel and it was indicated by staff that it wasn't a
viable alternative because cof the lack of fueling
station infrastructure to support going to natural
gas.;

The committee indigated that if the Ford F-150 is
needed during the current fiscal year, that staff
should feel free to bring a request back to the board.
Staff will re-review the district’s needs and will
present a request i1f needed.

Upon completion of the discussion, the Committee supported
staff's recommendation and forwarding to the Board of Directors
cn the consent calendar.

Y:\Board\CurBdPkg\AdminSvch\Attachment A - Declaration of Surplus 2-07.doc



AGENDA ITEM 5b

STAFF REPORT

TYPE MEETING:

SUBMITTED BY:

APPROVED BY:
{Chief)

Regular Board MEETING DATE: February 7, 2007

James Cudlip nce Manager W.OJ/GF.NO: DIV.NO. Aal1l

-

Joseph R. ®edchem, Chief Financial Officer

APPROVED BY: Germ&;é%ﬁ%itez, Agsistant General Manager
(Asst. GM):
SUBJECT: Appointment of Auditor for Fiscal Year Ending June 30, 2007

GENERAL MANAGER'S RECOMMENDATION:

That the Bcard approve an engagement lettexr from the auditing
firm of. Teaman, Ramirez & Smith, Inc. (TRS) to provide audit
services to the District for the Fiscal Year Ending June 30,
2007. '

COMMITTEE ACTION:

Please see Attachment A.
PURPOSE:

To retain the services of Teaman, Ramirez & Smith, Inc. to serve
as the District’s auditors for the Fiscal Year ending June 30,
2007,

ANALYSIS:

The District is required to retain the services of an
independent accounting firm to perform an audit of the
District’s financial records each year. The Board has approved
TRS as the District’s auditors for the last three years {Fiscal
Years 2004, 2005, & 2006). It is the District’s practice to
keep the same auditors for 3-5 years, with an annual renewal of
the retainer.

Staff is recommending the appointment of Teaman, Ramirez &
Smith, Inc. based on their knowledge of the District’s
operations and finances, their technical gualifications, and
their performance as the District’s auditors for the last three
fiscal years. Also, in our successful efforts to prepare an
award-winning Comprehensive Annual Financial Report (CAFR),
staff has solicited the advice of TRS who has had significant
experience in award-winning CAFR preparation.




The following is a tentative planning schedule for the major
activities involved in completing the FY-07 financial audit:
» Mar-07: Audit planning meeting with auditors and Finance &
Administration Committee
May-07: Pre-audit (3 - 4 days).
Aug-07: Year End Audit (4 - 5 days)}.
Oct-07: Board presentation of audited financials.
Nov-07: Completed CAFR.

FISCAL IMPACT: %‘

//,//‘

The fee for auditing services and preparation of the State
Controller’s Report will not exceed $26,000 for the Fiscal Year
ending June 30, 2007. This 1s an increase of $1,200 over last
year’s fee, consisting of 2 components: 1) Increase of $500 (or
2%) for standard audit services; 2) $700 fee for the new poclicy
requirement to annually audit the investment procedures.

Y VVYY

STRATEGIC GOAL:

Required by law.

LEGAL IMPACT:

None.

/

Géneral Manager

Attachment:
A) Committee Action Form



ATTACHMENT A

{

isu&mcﬂpmlmcn Appointment of Auditor for Fiscal Year Ending June 30,

2007

COMMITTEE ACTION:

The Finance and Administration and Communications
Committees reviewed this item at a meeting held on January

24, 2007.

o}

The following comments were made:

Teaman, Ramirez & Smith, Inc. has served as the
District’s auditors for the past three years and
staff has been very happy with their work.

This year’s audit fee will increase approximately
$1,200 which includes a 5500 increase to cover
the auditing firm’s internal cost increases
(approximately a 2% increase over last year’s
fee) and 8700 to audit Ctay’s investment
procedures as per the District’s new policy
requirement.

It was discussed that the grants received by the
District (approximately $500,000 from the Federal
Government and $3 millicn from the State) will
also be reviewed as part of the audit.

Staff stated that it is a “Best Business
Practice” to change auditcrs every three to five
years and staff will be making a recommendation
in a couple years to retain a new audit firm. It
was noted that Teaman, Ramirez & Smith, Inc. are
aware of this practice and understand the need to
change auditors periodically.

Staff plans to present to the committee in March
2007 the Audit Plan for Fiscal Year 2007 for
their review. It was discussed that as the
members of the board will need to approve the
audit, it would be helpful to be engaged from the
beginning ¢of the audit plan process similar to
CWA’s and Helix WD's audit sub-committees.

Upon completion of the discussion, the Committee supported
staff's recommendation and forwarding to the Beocard of Directors
on the consent calendar.

F:\DianeA\Staff Rpts 2007\CommMtgAuditorSelect020707rev.doc




AGENDA ITEM 5¢

STAFF REPORT

TYPE MEETING: Regular Board MEETING DATE: February 7, 2007
SUBMITTED BY: David Charles, Public W.0./G.F. NO: 0210— DIV. 5
NO.
Services Manager'jZﬁL 20.284

ﬁg&ﬁﬂnBY: Rod Posada, Chief of Engineeringnzﬁﬁ‘a ;}\
ie R

(Asst. GM):

APPROVED BY:  Manny Magana, Asst. GM Engineering & Operatioggwé%?q

SUBJECT: Brazan Mohedin Sewer Annexation to ID 18

GENERAL MANAGER’S RECOMMENDATION :

Approve Resolution No. 4093, for the annexation of the property
of Brazan and Kathryn Mohedin to Improvement District No. 18 to
provide sewer services.

COMMITTEE ACTICN:

Please see Afttachment “A.”

PURPOSE :

The purpose of the proposed annexation is to provide sewer service to a
patcel owned by Mr. and Mrs. Brazan Mchedin (APN 498-340-37-00).

ANALYSIS:

A written request and Petition signed by Mr. and Mrs. Mohedin
has been received for annexation of APN 498-340-37-00 into
Improvement District No. 18 for sewer service, The total
acreage to be annexed is 0.54 acres. The property is within the
sphere of Otay Water District and will be part of Improvement
District No. 18 after the Board of Directors approves this
request. The property is located at 1837 Shadow Knolls Place,
in the city of El Cajon and Qounty of San Diego.

!

FISCAL IMPACT:

,7( 7,
The property owners will be charged 510 per year for

availability fees. A sewer annexation fee of $4,778 will be
collected at the time sewer service will pbe provided.

~



STRATEGIC GOAL:

Provide water service to meet increasing customer needs.

LEGAL TMPACT:

" No legal impact.

\J(YWKUQ?&Q:QGY\

General Manager

Attachment A Committee Action
Attachment B Resolution No. 4093



ATTACHMENT A

SUBJECT/PROJECT: 3

Brazan Mchedin Sewer Annexation to ID 18 (APN 498-340-37-00) !

COMMITTEE ACTION:

The Engineering, Operations and Water Resources Committee
reviewed this item at a meeting held on January 23, 2007. It
was noted:

¢ That the property owner’s septic system had failed and
they are requesting annexation into the District’s sewer
system,

¢ This is a standard annexation and the parcel to be
annexed is within the District’s sphere of influence.

¢ Approval of this annexation will include this parcel of
land into Improvement District 18.

Upon completion of the discussion, the Committee supported
staff's recommendation and forwarding to the Board of Directors
on the consent calendar.



Attachment B

RESOLUTION NO. 40093

A RESOLUTION OF THE BOARD OF DIRECTORS OF
OTAY WATER DISTRICT FIXING TERMS AND
CONDITIONS FOR THE ANNEXATION TO OTAY WATER
DISTRICT IMPROVEMENT DISTRICT OF THQSE LANDS
DESCRIBED AS "BRAZAN MOHEDIN SEWER
ANNEXATION" (APN 498-340-37-00) AND ANNEXING
SAID PROPERTY TO OTAY WATER DISTRICT
IMPROVEMENT DISTRICT NO. 18 (WO 0210-
20.284/DIVISION 5)

WHEREAS, the District has received a request from a
property owner that has an interest in the land described in
Exhibit "A," attached hereto, for annexation of said land to
Otay Water District Improvement District No. 18 pursuant to
California Water Code Section 72670 et seq.; and

WHEREAS, pursuant to Section 72680.1 of said Water Code,
the Board of Directors may proceed and act thereon without
notice and hearing.

NOW, THEREFORE, BE IT RESCLVED as follows:

1. A description of the area proposed to be annexed is
set forth on a map filed with the Secretary of the District,
which map shall govexrn for all details as to the area proposed
to be annexed.

2. The purpose of the proposed annexation is to provide
sewer service to the territory to be annexed.

3. The Board of Directors hereby finds and determines
that the area proposed to be annexed to Otay Water District
Improvement District No. 18 will be benefited thereby and that
Otay Water District Improvement District No. 18 will also be

benefited and not injured by such annexation because the



property to be annexed will benefit from the facilities in
Improvement District No. 18 and the property already within the
Improvement District will now have a larger base to finance the
sewer improvements.

4, The Board of Directors hereby declares that the
annexation of gaid property is subject to owner first meeting
the following terms and conditions:

(a) That the owner for said annexation shall pay to
Otay Water District the following:

(1) Standard processing fee in the amount of
$656.00;

(2) State Board of Equalization filing fees in
the amount of $300.00; and

(3} All other applicable local or state agency
fees.

(b} The property to be annexed shall be subject to
taxation after annexation thereof for the
purpeses of the improvement district, including
the payment of princ¢ipal and interest on bonds
and other obligations of the ilmprovement
district, authorized and outstanding at the time
of annexation, the same ag if the annexed
property had always been a part of the
improvement district.

5. The Becard of Directors of the Otay Water District does

hereby declare the property described in Exhibit "A" to be



annexed to Improvement District No. 18 of the Otay Water Dis-
trict.

6. The Board of Directors further finds and determines
that there are no exchanges of property tax revenues to be made
pursuant to California Revenue and Taxation Code Section 95 et
seqg., as a result of such annexation.

PASSED, APPROVED AND ADOPTED by the Board of Directors of

the Otay Water District at a special meeting held this 7" day of

February, 2007.

AYES
NOES :
ABSTAIN:
ABSENT:

President

ATTEST:

District Secretary



EXHIBIT “A”

LEGAL DESCRIPTION
APN-498-340-37
ANNEXATION PARCEL
OTAY WATER DISTRICT 1.D. 20

ALL THAT PORTION OF THE NORTHEAST QUARTER OF SECTION 24, TOWNSHIP 16
SOUTH, RANGE | WEST, SAN BERNARDINO BASE AND MERIDIAN, IN THE COUNTY
OF SAN DIEGO, STATE OF CALIFORNIA, ACCORDING TO UNITED STATES
GOVERNMENT SURVEY APPROVED SEPTEMBER 21, 1875, DESCRIBED AS
FOLLOWS:

BEGINNING AT THE CENTER OF SAID SECTION 24, THENCE SOUTH 89°58°’31” EAST
ALONG THE EAST-WEST CENTERLINE OF SAID SECTION 24 A DISTANCE OF 163.00
FEET TO THE SOUTHWEST CORNER OF THE MAP OF SHADOW KNOLLS AS SHOWN
ON MAP NO. 6033 FILED IN THE OFFICE OF THE COUNTY RECORDER OF SAN
DIEGO COUNTY, STATE OF CALIFORNIA ON JANUARY 24, 1968 AS FILE NO. 13540;
THENCE CONTINUING SOUTH 89°58°31” EAST ALONG SAID EAST-WEST
CENTERLINE OF SECTION 24 AND SOUTHERLY LINE OF SAID MAP NO. 6033 A
DISTANCE OF 457.00 FEET TO THE SOUTHWEST CORNER OF LOT 20 OF SAID MAP
NO. 6033, SAID POINT BEING THE TRUE POINT OF BEGINNING; THENCE NORTH
12°30°00” EAST ALONG THE WESTERLY LINE OF SAID LOT 20 A DISTANCE OF
252.99 FEET TO THE NORTHWEST CORNER OF SAID LOT 20, SAID POINT BEING ON
THE ARC OF A 175.00 FEET RADIUS CURVE CONCAVE NORTHERLY HAVING A
RADIAL BEARING TO WHICH BEARS NORTH 30°16°58” EAST, SAID POINT ALSO
BEING ON THE SOUTHERLY RIGHT OF WAY OF SHADOW KNOLLS PLACE AS
SHOWN ON SAID MAP NO. 6033; THENCE EASTERLY ALONG THE NORTHERLY
LINE OF SAID LOT 20 AND ARC OF SAID CURVE THROUGH A CENTRAL ANGLE OF
12°30°00” A DISTANCE OF 91.89 FEET TO THE NORTHEAST CORNER OF SAID LOT
20; THENCE SOUTH 7°00°00” WEST ALONG THE EASTERLY LINE OF SAID LOT 20 A
DISTANCE OF 224.84 FEET TO THE SOUTHEAST CORNER OF SAID LOT 20 AND THE
EAST-WEST CENTERLINE OF SAID SECTION 24; THENCE NORTH 8%°58°31” WEST
ALONG THE SOUTHERLY LINE OF SAID 1.OT 20 AND EAST-WEST CENTERLINE OF
SAID SECTION 24 A DISTANCE OF 115.00 FEET TO THE TRUE POINT OF
BEGINNING.

CONTAINING: 23,946 SQ. FT. 0.550 ACRES

REFERENCE IS MADE TO EXHIBIT “B” ATTACHED HERETO AND MADE A PART
HEREOF.

%ﬁ- 7 ?w} /Z/ 15/ 4
ZOHN F. YOUKG, P.LM%S DATE/
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STAFF REPORT

AGENDA |

TEM 5d

TYPE MEETING:

SUBMITTED
BY:

APPRQOVED BY:
(Chief)

APPROVED BY:
(Asst. GM);

SUBJECT:

Regular Board

David Charles,ﬂ]k;
Public Services? Manager

Rod Posada;§ﬁ§§;&£b\\

Chief, Engineering

Manny Magafia,

Assistant General[Manager,

a—

MEETING
DATE:
W.O./G.F.
NO:

February 7,

9416, 9537,
9540, 9415,

2007

DIV. NO.

C0G17-0000C06,

DCO17-000005

Reimbursement Request wilth Brookfield Shea Otay,
completed Capital Improvement Projects (CIP Nos.

P2133, p2164, R2031,
$1,521,777.60

R2040, R2041)

Engineering and Operations

LLC, for
P2121,

in the amount of

4

GENERAL MANAGER’S RECOMMENDATIONS:

That the District’s Board of Directors approve the regquest to

reimburse Brookfield Shea Otay, LLC, for completed CIP projects (CIP
Nos. P2121, P2133, P2164, R2031, R2040,
$1,521,777.60.

COMMITTEE ACTION:

Please see Attachment A,

PURPOSE :

R2041)

in the amoun

t of

Te obtain Board authorization for the General Manager to reimburse

the Brookfield Shea Otay,

CIP Nos,.

1, 2004 Board Meeting,

P2121, P2133, P2164,

LLC,

R2031, R2040,

for work completed and asscciated with
and RzZ041. At
the Board authorized the General Manager to

the May

enter into a Reimbursement Agreement with Brookfield Shea Otay, LLC,
for the various pipeline capital improvements associated with Otay
Ranch Village II Development
R2041, and R2040).

{CIP Nos.

P2121,

P2133, P2164,

R2031,




ANALYSIS:

On May 3, 2004, the Otay Water District (District} entered into a
Reimbursement Agreement with Broockfield Shea Otay, LLC (the
“Reimbursement Agreement”) for regional water facilities within the
Otay Ranch Village I1 Development. CIP Nos. P2121, P2133, P2164,
R2031, R2040, and R2041 were included within the Sub-Area Master Plan
(SAMP) dated January 2002, and subsequently included in the
Reimbursement Agreement.

Brookfield Shea Otay, LLC submitted its reimbursement request on
November 1, 2006, along with the necessary inveices from the lowest
responsive bidder for a total amount of $1,721,915.48. After staff
review, that amount was reduced to $1,521,777.60. These projects
were listed in the District’s five-year CIP plans, as well as on the
approved SAMP dated January 2002.

Staff used the fecllowing methodology to evaluate the reimbursement
request submitted by Brookfield Shea Otay, LLC:

(a) prepared a quantity take-off (see Attachment 1);

(b) compared quantities and prices against the reimbursement
requests {(see Attachment 2).

After completion of the analysis, Staff prepared a spreadsheet to
support its recommendation for reimbursement (see Attachment 3).

After reviewing the budget for the CIP projects included in the
Brookfield Shea Otay, LLC request dated November 1, 2006, Staff
compared with the budget for FY 07-08 and found that these projects
had sufficient funds to be reimbursed.

FISCAL IMPACT: -~ ==

The approved budget for FY 07 (CIP Nos. P2121, P2133, P2164, R2031,
R2040, R2041) is $2,873,650.00. After staff evaluation of the
invoices and quantity take off, the actual reimbursement to
Brookfield Shea Otay, LLC will be $1,521,777.60.

STRATEGIC GOAL:

This project supports the District’s Strategic Geal of satisfying
current. and future potable and recycled water needs. The pipelines
will transmit potable and recycled water to Central Area System
market areas.



LEGAL, IMPACT:

None.

ook Widdsn g sk
General Manager

Pi\WORKINGACIP W196\WO 8687\Staff ReporL\Brookfield Shea Otay, LLC, Reimburse Request, Feb 07 (DC).dac

Attachments:

Attachment A Committee Action

Artachment 1 Quantity Take-0ffs for Hunte Parkway Reimbursement
Agreement

Attachment 2 Price Verification for Hunte Parkway Reimbursement
Potable; Phase 1-3

Attachment 3 Reimbursement Summary Sheet - Brookfield Shea Ctay LLC

DC/RP:]jf



ATTACHMENT A

SUBJECT/PROJECT: : p2121 (PL-16 Inch, 711 Zone, Hunte Parkway -
Olympic/Eastlake), P2133 (PL - 16 Inch, 711 Zone, Eastlake
Parkway - Olympic/Birch), P2164 (PL-20 Inch, 711 Zone,
Eastlake Parkway), R2031 (REC PL-12 Inch, %44 Zone,
Eastlake Parkway-Olympic/Birch), Rz2040 (REC PL-12 Inch, 680
Zone, Hunte Parkway-Olympic/Eastlake), and R2041 (REC PL-8
Inch, 944 Zone, Eastlake Parkway-Birch/Rock Mountain)

COMMITTEE ACTION:

The Engineering, Operations and Water Rescurces Committee
reviewed this item at a meeting held on January 23, 2007. The
following comments were made:

e Staff indicated that the Board approved the original
reimbursement agreement with Brookfield Shea Otay, LLC
(Brookfield Shea) in 2004.

¢ Brookfield Shea submitted a reimbursement request on
November 1, 2006 under the agreement in the amount of
$1,721,915.48. Staff thoroughly reviewed their request
and recommends that the District reimburse Brookfield
Shea 5$1,521,777.60.

¢ The reimbursement covers three potable lines and three
recycled lines located in the Ctay Ranch Village II
Development:

° The potable lines are located within Olympic
Parkway & Hunte Parkway and Olympic Parkway &
Birch,

The recycled lines are located within Olympic
Parkway and Rock Mountain & Birch.

¢ Tt was discussed that Brcookfield Shea was provided copies
of the “Reimbursement Summary Spreadsheets” (attached to
this staff report) and they have agreed to the
recommended reimbursement of $1,521,777.60.

Upon completion of the discussion, the Committee supported
staff's recommendation and forwarding to the Board of Directors
on the consent calendar.



QUANTITY TAKE-OFFS FOR

HUNTE PARKWAY REIMBURSEMENT AGREEMENT

POTABLE; PHASE 1 -3

CIP P2121 (W121) (WO# 9416, 9537, D0017-000006)

Contractors: TC Construction, Inc. / KTA Construction, Inc.

ATTACHMENT 1

Item BSOLLC Otay B50O LLC Staff

Description Actual Quantity Quantity Requests Recommendation
10" WATER MAIN 107 107 $30.00 107
16" WATER MAIN 1096 1096 $36.50 1096
16" TEE 1 1 $6,300.00 1
16" BUTTERFLY VALVE 0 0 $0.00 0
16"x 10" REDUCER 1 1 $500.00 1
24"x 16" REDUCER 1 1 $1,650.00 1
END CAP Wi4" BLOW-OFF 1 1 $700.00 1
4" AIR VAC RELEASE VALVE 1 1 $4.,800.00 1
THRUST BLOCK 3 3 $500.00 k|
10" RESILIENT SEAT G.V. 1 1 $1,500.00 1
CONNECT TO EXISTING STUB 1 1 $4,600.00 1
FIRE HYDRANT/B.O. 1 1 $3,950.00 1
8" WATER MAIN 106 105 $23.00 105
16" WATER MAIN 3436 3436 $37.00 3436
16" BUTTERFLY VALVE 4 4 $3,500.00 4
END CAP W/4" BLOW-OFF 4 2 $1,000.00 2
4" AIR VAC.RELEASE VALVE 4 4 $5,700.00 4
THRUST BLOCK 12 i $100.00 11
8" RESILIENT SEAT G.V. 1 1 $625.00 1
CONNECT TO EXISTING STUB 1 1 $1,000.00 1
16"x 10"REDUCER 1 1 $2,800.00 1
FIRE HYDRANT/B.O. 3 3 $3,400.00 3
10" WATER MAIN 384 107 $43.00 107
16" WATER MAIN 4065 4065 $48.00 4065
16" BUTTERFLY VALVE 6 6 $6,000.00 6
2" BLOW-OFF 2 2 $300.00 2
4" BLOW-OFF 2 2 $4,700.00 2
4" AIR VAC.RELEASE VALVE 3 3 $7,000.00 3
10" RESILIENT SEAT G.V. 7 1 $1,312.50 1
CONNECT TO EXISTING 5 1 $650.00 1
THRUST BLCCK 6 4 $300.00 4
FIRE HYDRANT W/BO 3 3 $5,000.00 3

Y
Approved By:; @M ; N Mﬁm/ﬁﬁte: 1/2/2007

Davj& Charles
Public Services Manager



ATTACHMENT 1

QUANTITY TAKE-OFFS FOR
EASTLAKE PARKWAY REIMBURSEMENT AGREEMENT
POTABLE; PHASE 1 -3

CIP P2133 (W133) (WO# 9540, 9415)

Contractors: TC Construction, Inc. / Burtech Pipeline, Inc.

Item BSOLLC Otay BSOLLC Staff

Description Actual QGuantity Quantity Requests Recommendation
16" WATER MAIN 711'Zone 1131 1131 $38.00 1131
6" BLOW-OFF 1 3 $4,000.00 1
4" AIR VAC RELEASE VALVE 2 1 $5,300.00 1
8" RESILIENT SEAT G.V. 1 1 $1,100.00 1
20" BUTTERFLY VALVE 2 1 $8,200.00 1
TEST STATION 0 1 $0.00 0

TEMP END CAP W/ 4" BLOW-OFF 2 1 $2,000.00 1
FIRE HYDRANT/B.O. 1 1 $3,750.00 1
16" WATER MAIN 711'Zane 1191 1191 $40.00 1191
4" BLOW-OFF 2 2 $3,800.00 2
4" BLOW-OFF Temp. 1 1 $1,800.00 1
4" AIR VAC.RELEASE VALVE 1 1 $5,500.00 1
16" BUTTERFLY VALVE 2 2 $3,000.00 2
16" TEE 1 1 $1,600.00 1
2" BLOW-OFF 1 2 $1,700.00 1
CONNECT TO EXISTING 1 1 $3,000.00 1

m ( V W‘/Lm
Approved By: M - e 1722007

Dayid Charles
Public Services Manager



ATTACHMENT 1

QUANTITY TAKE-OFFS FOR
EASTLAKE PARKWAY REIMBURSEMENT AGREEMENT
POTABLE; PHASE 1 -3

CIP P2164 (W164) (WO# 9415, 9540)

Contractors: TC Construction, Inc. / Burtech Pipeline, Inc.

ltem BSOLLC Otay BSOLLC Staff

Description Actual Quantity Quantity Raequests Recommendation
8" WATER MAIN 980'Zone 187 59 $22.50 59
20" WATER MAIN 980'Zone 1123 1123 $62.00 1123
TEMP END CAP W/ 4" BLOW-OFF 2 2 $2,000.00 z2
TEMP END CAP W/ 2" BLOW-OFF 1 1 $650.00 1
TEST STATION 0 1 $0.00 0
4" AIR VAC.RELEASE VALVE 2 1 $5,300.00 1
8" RESILIENT SEATG.V. 1 1 $1,100.00 1
20" BUTTERFLY VALVE 2 2 $8,200.00 2
END CAP 0 2 ] $0.00 0
CONNECT TQ EXISTING 1 1 $4,850.00 1
FIRE HYDRANT/B.Q. 1 1 $3,750.00 1
12" WATER MAIN 980'Zone 80 60 $39.00 60
20" WATER MAIN 980'Zone 1161 1161 $54.00 1161
2" BLOW-OFF Temp. 1 1 $1,700.00 1
4" AIR VAC RELEASE VALVE 1 2 $5,500.00 1
12" RESILIENT SEAT G.V. 2 2 $1,350.00 2
20" BUTTERFLY VALVE 1 2 $5,900.00 1
20"x 12" REDUCER 1 1 $3,500.00 1
CONNECT TO EXISTING 1 1 $3,000.00 1
END CAP 0 1 $0.00 0
4" BLOW OFF 2 2 $3,800.00 2
FIRE HYDRANT/B.O. 2 2 $3,900.00 2

\
Approved By: ‘ M V’W Date: 1/2/2007
Df‘(lid Charles

Public Services Manager



QUANTITY TAKE-OFFS FOR
HUNTE PARKWAY REIMBURSEMENT AGREEMENT
RECLAIMED; PHASE 1 -3

CIP R2031 (R031) (WO# 9540, 9415)

Contractors: TC Construction, Inc. / Burtech Pipeline, Inc.

ATTACHMENT 1

Item BSOLLC Otay BSOLLC Staff

Description Actual QGuantity Quantity Requests Racommendation
12" WATER MAIN 944' Zone 1338 1181 $37.00 1181
2" BLOW-OFF 0 1 $0.00 0
2" AIR VAC.RELEASE VALVE 1 1 $2,500.00 1
12" RESILIENT SEAT G.V. 4 2 $1,600.00 2
TEST STATION 0 1 $0.00 0
TEMP END CAP W/ 2" BLOW-OFF 2 2 $700.00 2
6" WATER MAIN 122 122 $22.00 122
12" WATER MAIN 1141 1141 $40.00 1141
2" BLOW-CFF 2 2 $1,500.00 2
2" BLOW-OFF Temp. 1 1 $1,000.00 1
2" AIR VAC.RELEASE VALVE 1 1 $1,800.00 1
12" RESILIENT SEAT G.V. 1 1 $1,300.00 1
6" RESILIENT SEAT G.V. 1 1 $800.00 1
12"x 6" REDUCER 1 1 $1,100.00 1
CONNECT TO EXISTING 0 1 $1,500.00 0
END CAP 0 1 $0.00 0

f V‘
Approved By: ( WM ‘(%{/‘”/LDEI?HWNOT

Dzid Charles
Public Servi¢des Manager



QUANTITY TAKE-OFFS FOR

HUNTE PARKWAY REIMBURSEMENT AGREEMENT

RECLAIMED; PHASE 1 -3

CIP R2041 (R041) (WO# 9540)

Contractors: Burtech Pipeline, Inc.

ATTACHMENT 1

{tem BSOLLC Otay BSOLLC Staff

Description Actual Quantity Quantity Requests Recommendation
8" WATER MAIN 782 782 $23.00 782
12" WATER MAIN 41 41 $40.00 4
2" BLOW-OFF 1 1 $1,500.00 1
2" BLOW-OFF Temp., 2 2 $1,000.00 2
2" AIR VAC.RELEASE VALVE 1 i $1,800.00 1
12" RESILIENT SEAT G.V. 1 1 $1,300.00 1
8" RESILIENT SEAT G.V. 1 1 $900.00 1
12" CROSS 1 1 $2,300.00 1
12"x 8" REDUCER 1 1 $1,200.00 1
CONNECT TO EXISTING o] 1 $0.00 0
END CAP 0 1 $0.00 0
8" WATER MAIN 2729 2400 $26.00 2400
2" BLOW-OFF 1 1 $2,100.00 1
2" AIR VAC.RELEASE VALVE 1 1 $2,600.00 1
8" RESILIENT SEAT G.V. 3 3 $1,200.00 3
TEST STATION 0 1 $0.00 0
END CAP 4 1 $1,500.00 1

L}
Approved By / MV,'W/\DEIE: 11212007

DZid Charles
Public Serviges Manager



QUANTITY TAKE-OFFS FOR

HUNTE PARKWAY REIMBURSEMENT AGREEMENT

RECLAIMED; PHASE 1 -3

CIP R2040 (R040) (WO# 9416, 9537, D0017-000006)

Contractors: TC Consfruction, Inc. / KTA Construction, Inc.

ATTACHMENT 1

Item BSOLLC Otay BSO LLC Staff

Description Actual Quantity Quantity Requests Recommendation
12" WATER MAIN 1080 1080 $39.00 1080
END CAP W/2" BLOW-OFF 1 1 $675.00 1
2" AIR VAC.RELEASE VALVE 5 1 $2,700.00 1
CONNECT TO EXISTING STUB 1 1 $2,100.00 1
12" WATER MAIN 3387 3388 $35.00 3387
END CAP W/2" BLOW-OFF 5 2 $750.00 2
12" RESILIENT SEAT G.V. 3 3 $1,700.00 3
2" AIR VAC.RELEASE VALVE 5 4 $2,500.00 4
CONNECT TO EXISTING STUB 1 1 $1,000.00 1
12" WATER MAIN 5284 4095 $49.00 4095
6" RESILIENT SEAT G.V. 0 1 $800.00 0
12" RESILIENT SEAT G V. 0 2 $5,850.00 0
2" AIR VAC RELEASE VALVE 1 1 $6,000.00 1
CONNECT TO EXISTING STUB 3 1 $650.00 1

Approved By: ate: 1/2/2007

vid Charles
Public Senfces Manager




PRICE VERIFICATION FOR

HUNTE PARKWAY REIMBURSEMENT AGREEMENT

POTABLE; PHASE1-3

CIP P2121 (W121) (WO# 9416, 9537, D0017-000006)

Contractors: TC Construction, Inc. / KTA Construction, Inc.

ATTACHMENT 2

ltem BSOLLC Otay BSO LLC
Description Requests Verification Actual Quantity Comments

10" WATER MAIN $30.00 $0.00 107
16" WATER MAIN $36.50 $36.50 1096
16" TEE $6,300.00 $6,300.00 1
16" BUTTERFLY VALVE $0.00 $0.00 0
16"x 10" REDUCER $900.00 $0.00 1
24"x 16" REDUCER $1,650.00 $0.00 1
END CAP Wr4" BLOW-OFF $700.00 $700.00 1
4" AIR VAC.RELEASE VALVE $4,800.00 $4,800.00 1
THRUST BLOCK $500.00 $500.00 3
10" RESILIENT SEAT G V. $1,500.00 $0.00 1
CONNECT TO EXISTING STUB $4,600.00 $4,600.00 1
FIRE HYDRANT/B.O. $3,850.00 $3,950.00 1
8" WATER MAIN $23.00 $0.00 105
16" WATER MAIN $37.00 $37.00 3436
16" BUTTERFLY VALVE $3,500.00 $3,500.00 4
END CAP W/4" BLOW-OFF $1.000.00 $1,000.00 4
4" AIR VAC.RELEASE VALVE $5,700.00 $5,700.00 4
THRUST BLOCK $100.00 $100.00 12
8" RESILIENT SEAT G.V. $625.00 $0.00 1
CONNECT TO EXISTING STUB $1,000.00 $1,000.00 1
16"x 10"REDUCER $2,800.00 $0.00 1
FIRE HYDRANT/B.O. $3,400.00 $3.400.00 3
10" WATER MAIN $43.00 $0.00 384
16" WATER MAIN $48.00 $48.00 4065
16" BUTTERFLY VALVE $6,000.00 $6,000.00 6
2" BLOW-OFF . $300.00 $300.00 2
4" BLOW-OFF $4,700.00 $4,700.00 2
4" AIR VAC.RELEASE VALVE $7,000.00 $7,000.00 3
10" RESILIENT SEAT G.v. $1,312.50 $0.00 7
CONNECT TO EXISTING $650.00 $650.00 5
THRUST BLOCK $300.00 $300.00 6
FIRE HYDRANT W/BO $5,000.00 $5,000.00 3

[ .
Reviewed 8:2 %ﬁ/\’u

Richard Shackley
[ngpection Supervisor

Date: 12/28/06



PRICE VERIFICATION FOR

EASTLAKE PARKWAY REIMBURSEMENT AGREEMENT

POTABLE; PHASE 1 -3

CIP P2133 (W133) (WO# 9540, 9415)

Contractors: TC Construction, inc. / Burtech Pipeline, Inc.

ATTACHMENT 2

ltem BSQ LLC Otay BSO LLC
Dascription Requests Verification Actual Quantity Comments
16" WATER MAIN 711'Zone $38.00 $38.00 1131
8" BLOW-OFF $4,000.00 $4,000.00 1
4" AIR VAC RELEASE VALVE $5,300.00 $5,300.00 2
8" RESILIENT SEAT G.V. $1,100.00 $0.00 1
20" BUTTERFLY VALVE $6,200.00 $8,200.00 2
TEST STATION $0.00 $0.00 0
TEMP END CAP W/ 4" BLOW-OFF $2,000.00 $2,000.00 2
FIRE HYDRANT/B.O. $3,750.00 $3,750.00 1
16" WATER MAIN 711'Zone $40.00 $40.00 1191
4" BLOW-OFF $3,800.00 $3,800.00 2
4" BLOW-OFF Temp. $1,800.00 $1.,800.00 1
4" AIR VAC RELEASE VALVE $5,500.00 $5,500.00 1
16" BUTTERFLY VALVE $3,000.00 $3,000.00 2
16" TEE $1,600.00 $1,600.00 1
2" BLOW-OFF $1,700.00 $0.00 1
CONNECT TO EXISTING $3,000.00 $3,000.00 1

ReviewedBy? 47’\44_( \A.)"ﬁ

Richard Shaekley

Inspection Supervisor

Date: 12/28/06



PRICE VERIFICATION FOR

EASTLAKE PARKWAY REIMBURSEMENT AGREEMENT

POTABLE; PHASE1 -3

CIP P2164 (W164) (WC# 9415, 9540)

Contractors: TC Construction, Inc. / Burtech Pipeline, Inc.

ATTACHMENT 2

[tem BSO LLC Otay BSOLLC
Description Requests Verification Actual Quantity Comments
8" WATER MAIN 980'Zone $22.50 $0.00 187
20" WATER MAIN 980'Zone $62.00 $62.00 1123
TEMP END CAP W/ 4" BLOW-OFF $2,000.00 $2,000.00 2
TEMP END CAP W/ 2" BLOW-OFF $650.00 $0.00 1
TEST STATION $0.00 $0.00 0
4" AIR VAC.RELEASE VALVE $5,300.00 $5,300.00 2
8" RESILIENT SEAT G.V. $1,100.00 $0.00 1
20" BUTTERFLY VALVE $8,200.00 $8,200.00 2
END CAP $0.00 $0.00 0
CONNECT TO EXISTING $4,850.00 $4,850.00 1
FIRE HYDRANT/B.O. $3,750.00 $3,750.00 1
12" WATER MAIN 980'Zche $39.00 $0.00 80
20" WATER MAIN 880'Zone $54.00 $54.00 1161
2" BLOW-OFF Temp. $1,700.00 $0.00 1
4" AIR VAC .RELEASE VALVE $5,500.00 $5,500.00 1
12" RESILIENT SEAT G.V. $1,350.00 $0.00 2
20" BUTTERFLY VALVE $5,900.00 $5,900.00 1
20"x 12" REDUCER $3,500.00 $0.00 1
CONNECT TO EXISTING $3,000.00 $3,000.00 1
END CAP $0.00 $0.00 0
4" BLOW OFF $3,800.00 $3.800.00 2
FIRE HYDRANT/B.O. $3,900.00 $3,900.00 2

Reviewedﬁt 47&/ e

Richard Shatkley
Inspection Supervisor

Date: 12/28/06



ATTACHMENT 2

PRICE VERIFICATION FOR
HUNTE PARKWAY REIMBURSEMENT AGREEMENT
RECLAIMED; PHASE 1 -3

CIP R2031 (R031) (WO# 9540, 9415)

Contractors: TC Construction, Inc. / Burtech Pipsaline, Inc.

Item ' BSO LLC Otay BSO LLC
Description Requests Varification Actual Quantity Comments
12" WATER MAIN 944’ Zone $37.00 $37.00 1338
2" BLOW-OFF $0.00 $0.00 0
2" AIR VAC RELEASE VALVE $2,500.00 $2,500.00 1
12" RESILIENT SEAT G.V. $1,600.00 $1,600.00 4
TEST STATION $0.00 $0.00 0
TEMP END CAP W/ 2" BLOW-OFF $700.00 $700.00 2
6" WATER MAIN $22.00 $0.00 122
12" WATER MAIN $40.00 $40.00 1141
2" BLOW-OFF $1,500.00 $1,500.00 2
2" BLOW-OFF Temp. $1,000.00 $1,000.00 1
2" AIR VAC.RELEASE VALVE $1,800.00 $1,800.00 1
12" RESILIENT SEAT G.V. $1,300.00 $1,300.00 1
6" RESILIENT SEAT G.V. $800.00 $0.00 1
12"x 6" REDUCER $1,100.00 $0.00 1
CONNECT TO EXISTING $1,500.00 $0.00 0
END CAP $0.00 $0.00 0

Reviewedgz %K-L Lo~ S Date: 12/28/06

Rithard Shackley
Inspection Supervisor




ATTACHMENT 2

PRICE VERIFICATION FOR
HUNTE PARKWAY REIMBURSEMENT AGREEMENT
RECLAIMED; PHASE 1 -3

CIP R2041 (R041) (WO# 9540)

Contractors: Burtech Pipeline, Inc.

item BSOLLC Otay BSOLLC
Description Requests Verification Actual Quantity Comments
8" WATER MAIN $23.00 ) $23.00 782
12" WATER MAIN $40.00 $0.00 41
2" BLOW-OFF $1,500.00 $1,500.00 1
2" BLOW-OFF Temp. $1,000.00 $1,000.00 2
2" AIR VAC.RELEASE VALVE $1,800.00 $1,800.00 1
12" RESILIENT SEAT G.V. $1,300.00 $0.00 1
8" RESILIENT SEAT G.V. $5800.00 $900.00 1
12" CROSS $2,300.00 $2,300.00 1
12"x 8" REDUCER $1,200.00 $1,200.00 1
CONNECT TO EXISTING $0.00 $0.00 0
END CAP $0.00 $0.00 0
8" WATER MAIN $26.00 $26.00 2729
2" BLOW-OFF $2,100.00 $2,100.00 1
2" AIR VAC.RELEASE VALVE $2,600.00 $2,600.00 1
8" RESILIENT SEAT G.V. $1,200.00 $1,200.00 3
TEST STATION $0.00 $0.00 Q
END CAP $1,500.00 $1,500.00 4
Reviewedm %‘-"— A AN Date: 12/28/06
Richard Shatkley

Inspection Supervisor



PRICE VERIFICATION FOR

HUNTE PARKWAY REIMBURSEMENT AGREEMENT

RECLAIMED; PHASE 1 -3

CIP R2040 (R040) (WO# 9418, 9537, D0017-000606)

Contractors: TC Construction, Inc. / KTA Construction, Inc.

ATTACHMENT 2

Item BSOLLC Otay BSOLLC
Dascription Requests Verification Actual Quantity Comments
12" WATER MAIN $39.00 $39.00 1080
END CAP W/2" BLOW-QOFF $675.00 $675.00 1

2" AIR VAC .RELEASE VALVE $2,700.00 $2,700.00 5
CONNECT TQ EXISTING STUB $2,100.00 $2,100.00 1

12" WATER MAIN $35.00 $35.00 3387
END CAP W/2" BLOW-OFF $750.00 $750.00 5

12" RESILIENT SEAT G.V. $1,700.00 $1,700.00 3

2" AIR VAC.RELEASE VALVE $2,500.00 $2,500.00 5
CONNECT TO EXISTING STUB $1.000.00 $1,000.00 1

12" WATER MAIN $49.00 $49.00 5284
6" RESILIENT SEAT G.V. $800.00 $0.00 0
12" RESILIENT SEAT G.V. $5,850.00 $0.00 0

2" AIR VAC .RELEASE VALVE $6,000.00 $6,000.00 1
CONNECT TO EXISTING STUB $650.00 $650.00 3
Reviewe‘ﬁ AT — Date: 12/28/06

Richard Shackley
Inspection Supervisor



ATTACHMENT 3
REIMBURSEMENT SUMMARY SHEET - BROOKFIELD SHEA OTAY LLC

BROOKFIELD SHEA OTAY, LLC REQUESTS DEVELOPMENT SERVICES STAFF'S RECOMMENDATION
B3SO Qty BSO Unit Price BSO Cost Soft Costs @ 5% BSO Total Expense Otay Qty Otay Verification Otay Cost Soft Costs @ 5% Otay Total Expense
CIP P2121 PL - 16-Inch, 711 Zone, Hunte Parkway - Olympic/EastLake Contractors: TC Construction, Inc. ! KTA Construction, Inc.
WO# 9416, 9537, D0017-000006 Budgeted Amount: P2121 $1,174,000
10" WATER MAIN 107
16" WATER MAIN 1096
16" TEE

16" BUTTERFLY VALVE

16"x 10" REDUCER

24"x 16" REDUCER

END CAP W/4” BLOW-OFF

4" AIR VAC.RELEASE VALVE
THRUST BLOCK

10" RESILIENT SEAT G.V.
CONNECT TO EXISTING STUB
FIRE HYDRANT/B.O.

_\_L_NQJ_)_i_x_xo_‘
L 2 I N =

8" WATER MAIN 105
16" WATER MAIN 3436
16" BUTTERFLY VALVE 4
END CAP W/4" BLOW-OFF 4
4" AIR VAC.RELEASE VALVE 4
THRUST BLOCK 12

8" RESILIENT SEAT G.V. 1
CONNECT TO EXISTING STUB 1
16"x 8" REDUCER 1
FIRE HYDRANT/B.O. 3

10" WATER MAIN 384
16" WATER MAIN 4065
16" BUTTERFLY VALVE 8
TEMP END CAP W/ 2" BLOW-OFF 2
4" BLOW-OFF 2
4" AIR VAC.RELEASE VALVE 3
10" REGILIENT SEAT G.V. 7
CONNECT TO EXISTING 5
THRUST BLOCK 6
FIRE HYDRANT W/BO 3

P:\Public-s\Reimbursements\shea\Received 11-28-06 - changed\Copy of OWD Reimbursement Summary SheetA REVCO without cip's p2397 & p2169 xIsKS - jan 16, 06.xis



ATTACHMENT 3
REIMBURSEMENT SUMMARY SHEET - BROOKFIELD SHEA OTAY LLC
BROOKFIELD SHEA OTAY, LLC REQUESTS DEVELOPMENT SERVICES STAFF'S RECOMMENDATION

850 Qty BSO Unit Price BSO Cost Soft Costs @ 5% BSO Total Expense Otay Qty Otay Verification Otay Cost Soft Costs @ 6% Otay Total Expense

CIP P2133 PL - 16-Inch, 711 Zone, Easil.ake Parkway - Olympic/Birch Contractors: TC Gonstruction, Inc. / Burtach Pipaline, inc.

WOIi 9540, 9415 Budgsted Amount: P2133 $750,000
16" WATER MAIN 7411'Zone 1131 b :
8" BLOW-OFF 1
4" AIR VAC.RELEASE VALVE
8" RESILIENT SEAT G.V.
20" BUTTERFLY VALVE
TEST STATION

TEMP END CAP W/ 4" BLOW-QOFF
FIRE HYDRANT/B.O.

- NDNON=N

16" WATER MAIN 711'Zone 1191
4" BLOW-OFF 2
4" BLOW-OFF Temp.

4" AIR VAC.RELEASE VALVE
16" BUTTERFLY VALVE

16" TEE

2" BLOW-OFF

CONNECT TO EXISTING

B N = =

P:\Public-s\Reimbursements\shea\Received 11-29-06 - changed\Copy of OWD Reimbursement Summary SheetA REVCQ without cip's p2397 & p2169 xisKS - jan 16, 06.xls



ATTACHMENT 3
REIMBURSEMENT SUMMARY SHEET - BROOKFIELD SHEA OTAY LLC

BROOKFIELD SHEA OTAY, LLC REQUESTS DEVELOPMENT SERVICES STAFF'S RECOMMENDATION
BSO Qty BSO Unit Price BSO Cost Soft Costs @ 5% BSO Total Expense Otay Qty Otay Verlfication Otay Cost Soft Costs @ 5% Otay Tofal Expensa
CIP P2164 PL - 20-Inch, 980 Zone, EastLake Parkway - Qlympic/Birch Contractors: TC Construction, Inc. / Burtech Pipeline, Inc.

WO# 9415, 9540

8" WATER MAIN 980'Zone 187
20" WATER MAIN 980'Zone 1123
TEMP END CAP W/ 4" BLOW-OFF
TEMP END CAP W/ 2 BLOW-OFF
TEST STATION

4" AR VAC.RELEASE VALVE

8" RESILIENT SEAT G.V.

20" BUTTERFLY VALVE

END CAP

CONNECT TO EXISTING

FIRE HYDRANT/B.0.

Budpeted Amount: P2164 $500,000

N
N

S L ON S NO -
s T N\ RN SN oy, SR N

12" WATER MAIN 980°Zone
20" WATER MAIN 980Zone 1161
2" BLOW-OFF Temp.

4" AIR VAC REILEASE VALVE
12" RESILIENT SEAT G.V.
20" BUTTERFLY VALVE

20"x 12" REDUCER
CONNECT TO EXISTING
END CAP

4” BLOW OFF

FIRE HYDRANT/B.O.

)]
]

,]

N AN O > s = N
NNO S a2 N o
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ATTACHMENT 3
REIMBURSEMENT SUMMARY SHEET - BROOKFIELD SHEA OTAY LLC

BROOKFIELD SHEA OTAY, LLC REQUESTS DEVELOPMENT SERVICES STAFF'S RECOMMENDATION
BSO Qty BSOQ Unit Price BSO Cost Soft Costs @ 5% BSO Total Expense Otay Qty  Otay Verlfication Otay Cost Soft Costs @ 6% Otay Total Expense
CIP R2031 RecPL - 12-Inch, 944 Zone, EastLake Parkway - Olympic/Birch Contractors: TC Construction, Inc. / Burfech Plpeline, Inc.

WO# 9540, 9416 Budgeted Amount: R2031 $228,922.44

12" WATER MAIN 944' Zone 1338
2" BLOW-OFF 0
2“ AIR VAC.RELEASE VALVE 1
12" RESILIENT SEAT G.V 4
TEST STATION 0
TEMP END CAP W/ 2" BLOW-OFF 2
6" WATER MAIN 122
12" WATER MAIN 1141
2" BLOW-OFF 2
2" BLOW-OFF Temp. 1
2" AIR VAC.RELEASE VALVE 1
12" RESILIENT SEAT G.V. 1
6" RESILIENT SEAT G.V. 1
12"x 6" REDUCER 1
CONNECT TO EXISTING 0
END CAP 0

P:\Public-s\Reimbursements\shea\Received 11-29-06 - changed\Copy of OWD Reimbursement Summary SheetA REVCO without cip's p2397 & p2169 x1sKS - jan 16, 08.xls



ATTACHMENT 3
REIMBURSEMENT SUMMARY SHEET - BROOKFIELD SHEA OTAY LLC

BROOKFIELD SHEA OTAY, LLC REQUESTS DEVELOPMENT SERVICES STAFF'S RECOMMENDATION
BSO Qty BSO Unit Price B50O Cost Soft Costs @ 5% BSO Total Expense Otay Qty Otay Verification Otay Cost Soft Costs @ 5% Otay Total Expense

CIP R2041 RecPL - 8-Inch, 944 Zone, EastLake Parkway - Birch/Rock Mountain Contractors: Burtech Pipeline, Inc.
WO# 9540 Budgetod Amount: R2041 5282000

8" WATER MAIN 782 782

12 WATER MAIN 41 41

2" BLOW-OFF 1 1

2" BLOW-OFF Temp. 2 2

2" AIR VAC.RELEASE VALVE 1 1

12" RESILIENT SEATG.V. 1 1

8" RESILIENT SEAT G.V. 1 1

12" CROSS 1 1

12"x 8" REDUCER 1 k]

CONNECT TO EXISTING 0 0

END CAP 0 0

8" WATER MAIN 2729

2" BLOW-OFF

2" AIR VAC.RELEASE VALVE
8" RESILIENT SEAT G.V.
TEST STATION

END CAP

AO W

PAPublic-s\Reimbursements\shea\Received 11-29-06 - changed\Copy of OWD Reimbursement Summary SheetA REVCO without ¢ip's p2397 & p2169 xIsKS - jan 16, 06 xis



ATTACHMENT 3
REIMBURSEMENT SUMMARY SHEET - BROOKFIELD SHEA OTAY LLC

BROOKFIELD SHEA OTAY, LLC REQUESTS DEVELOPMENT SERVICES STAFF'S RECOMMENDATION
BSO Qty BSO Unit Price BSO Cost Soft Costs @ 5% B30 Total Expanse Otay Qty Otay Verification Otay Cost Soft Costs @ 5% Ofay Total Expense

CIP R2040 RecPL - 12-Inch, 680 Zone, Hunte Parkway - Olympic/EastLake Contractors: TG Construction, Inc.” KTA Construction, Inc.
WO# 9416, 9537, D0017-000006 Hudgeted Amount: R2040 $1,058,000

12" WATER MAIN 1080

END CAP W/2" BLOW-OFF 1

2" AIR VAC.RELEASE VALVE 3]

CONNECT TO EXISTING STUB 1

12" WATER MAIN 3387

END CAP W/2" BLOW-OFF 5

12" RESILIENT SEAT G.V. 3

2" AIR VAC.RELEASE VALVE 5

CONNECT TO EXISTING STUB 1

12" WATER MAIN 5284
8" RESILIENT SEAT G.V. 0
12" RESILIENT SEAT G.V. 0
2" AIR VAC.RELEASE VALVE 1
CONNECT TO EXISTING STUB 3

$1,521,777.60

$1,721,915.48

CIP w121 $593,426.40
CIP W133 $165,551.40
CIP W164 $228,813.38
Brookfinid Shea Otoy LLE is reguesting Ralmbursemont in the amount of: §1,781.516.48
CIP R031 $122,986.50
CIP R041 $121,674.00
CIiP R040 $489,463.80
Grand Total: $1,721,915.48

P:APublic-s\Reimbursementsishea\Received 11-29-06 - changed\Copy of OWD Reimbursement Summary SheetA REVCO without cip's p2397 & p2169 xIsKS - jan 16, 06.xls



AGENDA ITEM 5e

STAFF REPORT

TYPE MEETING:

SUBMITTED BY:

APPROVED BY:
(Chief)

APPROVED BY:
(Asst. GM):

SUBJECT:

Regular Board MEETING DATE: February 7, 2007

Ron Ripperger, j~ C.IPW.O.: 2022/ DIV.NO. 2
Engineering Manager 8875

Rod Posada, g%§§§%3§§p
Chief, Engineering
Manny Magana,

Assistant Generall Mafihger, Engineering and Operations

o—

Rejection of Atomic Investments Claim

GENERAL, MANAGER’'S RECOMMENDATION :

That the Board reject a claim submitted by Atomic Investments,
Inc. for the amount of $41,283.

COMMITTEE ACTION:

See Attachment “A”.
PURPOSE :

On December 5, 2006, Atomic Investments, Inc., located at 3200
B4-2 Highland Avenue, National City, California 91950, submitted
a claim for reimbursement of $41,283. The claim (See Attachment
“B”) alleges damages at Atomic Investments’ property located at
4619 Main Street, Chula Vista, California to general grading and
asphalt, irrigation and trees and shrubs that were removed as
part of the installation of a portion of the District’s 30-Inch
Recycled Water Pipeline.

This action is necessary in order to begin the statute of
limitations for bringing any legal action in this matter.

ANALYSIS:

In preparation for the installation of the 30-Inch Recycled
Water Pipeline project the District acquired temporary and
permanent easements from property owners within the City of San
Diego and the City of Chula Vista. As part of this acquisition
process, one temporary easement and one permanent easement were
acquired from Atomic Investments, Inc. within its real property




located at 4619 Main Street in Chula Vista. The District paid
approximately $163,000 for the easements which granted the
District the right to construct, maintain and operate portions
of the pipeline within said real property.

The items listed by Atomic Investments as items requiring
replacement would have been removed as part of Atomic
Investments planned improvements to its property, consisting
mainly of the expansion of its existing parking lot to the east
up to a point overlapping the District’s easements. In fact,
during design and construction of the recycled water pipeline,
the District worked in good faith with Atomic Investments to
locate pipeline appurtenances so that there would be no impact
to its existing and future parking lot. The District and the
District’s Construction Manager, RBF, coordinated several times
with Atomic Investments to ensure the pipéline vaults and valve
cans were at grade with the new parking surface or out of the
parking lot area all together. According to RBF, Atomic
Investments specifically requested that the portion of the
asphalt removed in connection with the installation not be
replaced because Atomic Investments intended to pave that
portion of the easement with concrete.

Atomic Investments has now submitted the referenced-claim in the
amount of $41,283 as compensation for the value of certain
plants and shrubs, irrigation and general grading and asphalt.
District Staff believes that the District bears no
responsibility for the items included in the claim for the
following reasons: (1) it was never intended that the trees and
shrubs removed in connection with the installation of the
pipeline would be replaced and Atomic Investments was
compensated for the value of the plants and shrubs in connection
with the easments; (ii) grading was completed by the District’s
contractor per the request of Atomic Investments and the
District already paid for such costs; (iii) the District did not
cause asphalt to be laid down to replace the asphalt removed
only because Atomic Investments requested that no asphalt be
placed on the easement following installation of the pipeline;
and (iv) the easements do not contain any language that would
entitle Atomic Investments to receive monetary compensation,
Furthermore, the District restored the real property to the
condition requested by Atomic Investments and is not responsible
for the cost of any additional improvements performed by the
owner.

In summary, Staff recommends that the Board reject this claim as
without merit.



FISCAL IMPACT:

None.

STRATEGIC GOAL:

Protect the District employees, assets and community by
continually improving sound risk management practices and safety
programs.

LEGAL, IMPACT:

None.

General Manager

Y WiK walon .,
1223

Attachment “A” Committee Action
Attachment “B” Copy of Claim by Atomic Investments

P: \WORKING\CIP RO22\WO 8875\Staff Reports\BD 02-07-07 Rejection of Atomic Claim.doc



ATTACHMENT A

SUBJECT/PROJECT: | Rejection of Atomic Investments Claim/CIP R2022/W.0. 8875

COMMITTEE ACTION:

The Engineering, Operations and Water Resources Committee
reviewed this item at a meeting held on January 23, 2007. The
following comments were made:

Atomic Investments submitted a claim in the amount of
$41,283 requesting compensation for plants, shrubs,
irrigation, general grading and asphalt removed as part
of the installation of a portion of the District’s 30-
inch recycled pipeline.

The District had paid Atomic Investment’s $163,000 to
acquire the temporary and permanent easements within
their property located at 4619 Main Street, Chula Vista,
and this compensation paid for the value of the trees,
plants and irrigation removed in connection with the
installation of the 30-inch pipeline.

It was noted that it was never intended that the trees,
shrubs and irrigation would be replaced after the
installation of the pipeline as Atomic Investments had
planned to pave over the area. In fact, Atomic
Investments has already paved over the area.

Atomic Investments is basing their claim on language
within the permanent easement agreement which indicates
that the District would restore the easement property
back to its original condition, however, this portion of
the agreement only refers to future repairs of the
pipeline to be installed. Should the facility within the
permanent easement require repairs in the future, Otay
has agreed to restore the property to its original
condition following the repairs.

Atomic Investments had also requested that the District
not lay asphalt over the easement following the
completion of the installation of the pipeline. The
District complied with their request and did not lay
asphalt and restored the property to the condition
requested by Atomic Investments.




Atomic’s Valuation of ltems
at

490 Main S
Chula Vista .

treet
California

Final Preparation Date: December 6, 2006

Attachment B



F200 B4-2 HIGHLAND AVENUE
NATIONAL CITY, CALIFORMNIA 91050

W ATIRIC-ING . com

December 5, 2006

James Bassett, Sr. Construction Manager
RBF Consulting

9755 Clairemont Masa Boulevard, Suite 100
San Diego, CA 82124-1324

Tel. 858-614-5000 « 858-6514-5001

RE: 490 Main Street, Chula Vista - Otay's Water Reclamation Project
Atomic Request for reimbursement for the value of improvements removed {or
destroyed) by Otay Water District as a result of instaliation of 30" recycle line
across Atomic’s property.

Dear dim:

Enciosed please find my estimate of the value of the improvements unavoidably removed,
displaced and destroyed as a result of the construction of the 30" Reclaimed Water Line which
crosses our property at 4819 Main Street, Chula Vista, CA.

My estimate of the value of these improvements is 341,283 as shown on the Grand Total fine of
the estimate. This reflects the value of the pre-existing site improvemenis which Otay Water
District removed.

Atomic’s request for reimbursement of the value of the improvements is based in part on the
Grant of Permanent Easement for Underground Recycled Water Pipeline Otay Water District.

My estimate shows the work dived into three main parts. The first part is the value to restore
general grading and asphall. The second is the value of the irrigation removed, and the third is
the vaiue of the trees and shrubs removed. ~

For backup information, we include a site drawing identifying the items removed, pertainment
original as-built drawings of project, various photographs and backup cost worksheets.

Please review the materials and give us a call with any guestions you may have. We will be
happy to go over the package in any level of detail you wish.

Sincerehy,
A@mic Ll}&estr}g&nts, inc.

[y
VA
Hifip Teyssigf 7

Vice President

FoALLDATAPROPERTYWIEWaterDisitchwWater [ralant Repairs'Retuinat 1o Value ob ez removed v



at

490 Main Street
Chula Vista, California

Due to the Otay Water District

30" Reclaimed Water Line Installation

Final Preparation Date: December 6, 2006



Atomic’s Valuation of ltems Removed
at 480 Otay Valley Road, Chula Vista
Due to the Otay Water District 307 Reclaimed Water Line

die of Contents

Tab Descrigtion
1. Summary Worksheet Showing Value of Removed ltems and

Various backup summary sheets and subcontractor quotes and

2. Grant of Permanent Easement for Underground Recycled Water
Pipeline Otay Water District document

3 Partial Site Plan Showing Removed ltems by Otay {13 x 19)
4., Selected Qriginal Pac Bell Project Drawings (11 x17)
5. Photographs of pre-existing conditions and conditions during

pipeline construction and immeadiately after.



Summary Worksheet Showing Value of Removed ltems by Otay Water District
490 Main Street, Chula Vista, CA
Decomber 2008 by Atomic
E Unit Unit
ty: it To 2
item Sy Y Cost Total Bub Total Sourc
A. Gensral Grading and Asphalt Replace
Sawocut and remove sirip of A'C paving for proper adge
Sawcul 4G (Baker's Concrate actugd price) 377 $0.88 £328 Bakar's Comgrete Culting Involce 31550
Remave A/C sirip aboid 287 » 408 and 8" of dirt to prepare for naw.
Fiaure 4 dey equipt and labor (835 per hour lab, 350 per hour equipty 8|hrs $135.00 $1.080
Disposal of material {2 trips at 3120 pertrip) 21 Tdps B420.00
Cisposal Fee {360 per load) 2 Loads 360.00
Asphalt Paving
tial cost oy shmuler & i S net Srnerele
& Class Il base, 3" A/C Paving (subsontract) 3.51015F $3080  $40.838 hotal cost for simular Job American Aspahk and Concrels
AT Berm {87 Standart) 408iLF $9.27 $3.784 $14,6021 Per American Asphalt and Concrete Estimate 3882
B. lerimation
inciudes raplosing the irdgation alang the East property line. Eor irrigation vefer fo lrrigation Piping Valusiion Unit
Cost Btudy
Main Line {1 /4" PVQ Ling) See altached cost breakdown SGILE $2.83 $1.315
Laterat Assembly « See attached cost breakdown BIEA $308.080 $1.830
Sontrol Wires ~ See attached cost bregkdown $iLS 543200 8432 $3,277
o frentto [ind
C. Placing of Trees and Shrubs 2?; gmm, refer ta Tree and Shrub Valuation Linit Cost
Repiace removed ol grown Calistemon Lancaiotus 241EA 867400 78
Raplace Phitzer Junipers 48 EA $116.00 $5.588
Top Soll Q00 x B x 6" =80 OV}
Materizl BOICY 518.00 51,080
Haul {figure 2 lpads at $120 per ioad) ZIEA 512000 §240
Plage (figure 3 men 1/2 day at 585 per hour) 4iHr Iges0n $240 $23,404
: 3
Grand Total of Value of tems Removed _ $41,283

12/0672008 FAALLDATAPROPERTYPONWaterDistrictiVWatar District Repairs\Bregkdowns qow




Tree and Shrub Valuation Unit Cost Study

Job: 490 Main Street, Chula Vista
Date: 11/30/2006

Calistemon Lancelotus
Replace existing full grown trees with like kind
Quote from Bricks Nursery (Jan Garretl) 760-727-2727

36" box $430
Tax (7.75%) $33
- Would take two trips for delivery at $85 per trip
Total of 25 trees 6.8 per tree $7
Total Cost per Tree (Delivered) $470 per tree

Excavate Hole - figure 3 men crew takes 1 haur to dig hole, .25 hours to place, .5 to backfil
Crew Cost is $85 per hour (See other backup sheet)

Place $85 per hour 1.75 hours $149

Equip 31.25 per hour 1.75 hours $55
. $203 pertree

Eduipment: Backhoe, $265 per day; one week: $1,060 1060
Tax on Equip 7.75% 82.15
Freight 190 190

$1,332 perwk
$33 per hour

) Total per
Total cost to place each tree $674 Tree
Phitzer Junipers
Replace existing Junipers with 15 gal trees
15 gal plant from Bricks Nursery (Jan Garrett) 760-727-25-7272
15 gal $45
Tax (7.75%) $3
Delivery (included above with the trees) $0
$48
Place - figure 1/3 of price of the large trees:
Trees 203
divide by 3 67.66667 $68
. Total per
Total cost to place each Juniper $116 Juniper

12/06/2006 FAALLDATAVPROPERTY\PO4AWaterDistrictWater District Repairs\Breakdowns.qpw



Irrigation Piping Valuation Unit Cost Study
Job: 490 Main Street, Chula Vista
Date: 11/30/2006
Existing irrigation was damaged to the exient that it need to be replaced.
Replacement system based on original drawings includes a 1 1/4" dia pipe running the full length
then a set of § laterals to supply water to each set of trees and junipers.
Main Feed Line
. Cost per
Qty Unit it
y lm em Unit Total
500 LF 1 14" Sch 40 PVC Pipe $0.44 $221
50 EA 11/4" x 1 1/4 Couplings ) $1.50 $75
1 EA 114" x 1 174" Shut-Off Valve $10.00 $10
2.00% % Pipe Glue and consumables $312.24 36
7.75% % TAX $312.24 $24
Subtotal $336
Labor to place pipe
8 Hrs Labor and equipment Operator $85.00 $680
1 Day Trenching Machine (PU and Delivery) $300.00 $300
Subtotal $980
Total $1,316
Price per LF (Assume 500 LF) $2.63 PLF
Lateral Assembly
Consists of an 80 foot tong lateral (40 feet each side of valve)
Sprinkler heads at 10 feet spacing
Electric control valve
90 deg Elis
Qty Unit Item vusL e Total
80 FT 3/4" Sch 40.PVC $0.25 $20
2 EA 3/4" x 3/4* 30 deg ELLS $0.50 $1
6 EA 3/4 x 314 x 112 $0.80 §5
8 EA 1/2" Risers (Threaded) x 12 $0.33 $3
8 EA Heads (180 deg spray] $1.13 $9
1 EA Irritrol 1" etectric vaive $39.04 $39
1 EA 12 x 18 Valve Box $2387 $24
3 EA 3/4" x 374" 90s $0.54 $2
1 EA 11/4 x11/14x3/4 Tee $1.67 $2
80 EA Melal stakes (#4 x 3' rebar) $0.25 $20
2.00% % Pipe Glue and consumables $123.48 $2
T7.75% % TAX $125.95 $10
$136
Labor to place each assembly
118 Use same trench as main line $0.00 $0
2 Hrs Labor for each assembly, place pips, etc. $85.00 $170
1 LS Backfilling inciuded above with Main Line $0.00 $0
$170
Total 306
Control Wires
3,600 LF Figure 6 lines of 600 feet each $0.06 8216
3600 LF Labor to place wire $0.06 $216
Total $432

12/06/2006 FAALLDATAPROPERTY\WPOA\WaterDislrichWater District Repairs\Breakdowns.qpw
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rloncrete, e
General Engineering Contraclors

Ca, Lic. No.bgnaz3

INVOICE

JOB LOCATION
ATOMIC INVESTMENTS. INC, MALN OFFICH
3200 B4-2 THGHLAND AVENUE
NATIONAL CLTY. CA. 91950

BILLTO

INVOICE NO.T CONTRACT NO. TERMS REP P.0.NG.

|

72006 10422 4502 NET UPON COMP .. ar O 7 619-203-2995

\
I .

! DESCRIPTION AMOUNT

SUBGRADE TO BE /- /10 PRIOR TO AMERICAN MOVE ON.

1. INSTALL 4" OF BASE TO APPROX. 5850 S.T.

20 INSTALL 3" OF ASPHALT TO APPROX, 5850 S.t-.

\ R
) 308 PER FOOT S850 S.F. 18,000.00 -1 -

OPTION : PAINT STILL LINGS FOR NEEW ASPHALT AREA.

$18,00000

i

VE APPRECIATE YOUR BUSINESS | T
!
I

9011 Memory Lane s Spring Valley, CA 91977 » Tel: (619) 388-8112 » Pux: [(619) 589-8113



M. BAKER CONCRETE CUTTING INC.

BAKER'S CONCRETE CUTTING

P.O. Box 848 <« San Marcos, CA 92079'~7§9’8\\ (760) 744-1679

CONTRACTQR(S LIC. # 636696 si500

JOBTICKET \\»MM/,. | o
STARTTIME:_____ i -7~ | ‘ DATE

END TIME: IR OPERATOR f
CUSTOMER JOB #

JOBADDRESS __~ /.~ ;s i po#

"DOWN TIME , REASON: P
. .ilfl({ . L
STAND-BY | REASON: D

Our liability and reSponsubihty shall be ||m1ted strictly and so|e|y to acts of omission of our direct employees, anything in the
purchase order or contract notwithstanding. We are not responsible for damage to any pipes, conduits, etc. in slabs, walls or
under earth's surface or defays due to equipment malfunctions, weather or other causes beyond our control. Rates and
conditions quoted herein are subject to change without nohce

TOTAL HOURS APPROVED BY IR I

N

THANK YOLU - W@APIMM’IE YOUR BUSINESS
TERMS: Net 30 days. Overdue accounts will be charged 1 1/2% per month

WE ARE NOT RESPONSIBLE FOR THE FOLLOWING: LAY-OUT/RETENTION, REMOVAL OF VEGETATION, DAMAGE TO EXISTING
CONCRETE, SURVEYING, SOILS-COMPACTION, BACKFILL, SHORING, SCAFFOLDING, MAN LIFTS, INSTALLATION OF ANY FRENCH
DRAINS, BOBCAT SKID MARKS, UNDERGROUND UTILITIES, REPAIRING FOR ANY UNFORESEEN UTILITIES, WATER, WATER METER,
WATER AND SLURRY CONTROL, ALL EARTHWORK, DUST CONTROL, TRAFFIC CONTROL, ENGINEERING, BARRICADES, VENTILATION
OF CONFINED WORK SPACE, ASBESTOS/HAZ-MAT, PERMITS AND FEES.




N

S

i/oems eB:4s 6195096113 AMER ASP CONC

AMERICAN ASPHALT AND CONCRETE, INC,

'
!

\ A7 65192632995 ATOMIC TNVESTMEMTS

PAGE 01
%f

9011 MEMORY LANE PROPOSAL / CONTR

SAGE 62402

ACT
SPRING VALLEY, CA 91877-2152
Ph. (619) 588-8112 * Fax. (619) 589-8113 DATE | ESTMATE |
CA Licensge No. 688323 832005 | 3522
NAME/ADDRESS i DF\OJEC{T
ATOMIC INVEETMENTS. INC, PAC BELL STT'EW
3200 B4-2 RIGHLAND AVENUE 4613 MAIN ST
WD S LA S
PHOMNE NUMBERS
T TeAms . REP, AMERICAN 519-300-7206
r——-NET UrON COMPLETION " Alph&]t & Cnncme. Inc, FAX /619-263.2995

DESCRIPTION

1. SAWCUT BXISTING ASPHALT 400 L.F.

2. REMOVE EXISTING ASPHALT 400 X95.F.  © i .0V
3. GRUB BRUSH AND DISPOSE OF. _
4. EXCAVATE AND STOCKPILE APPROX, 1400 CUBIC YARDS OF DIRT, 172

T om

T MAKE READY FOR WALL FOOTTNG, agein VT e
5. BACKFILL WALL BY OTHERS, : L an
v PRICE FOR (1-5) $12.60000 & g
6. INSTALL 4" ASPHALT OVER 6" C 1 BASETO 6814 5F. ¥ 1896000 2. 7 & i ol i qioniyfor o 4
_ Con sl
7. INSTALI 408 L.F. 6" ASPHALT MACHINE CURB $3.757.00 T [l o
TSQPTION : REMOVE, VEGETATION . TREES. FLANTERS AND FENCE.  ADD § 3,760,00
THANK YOU FOR THIS OPPORTUNITY TO BID YOUR PROJECT. l{ TOTAL $0.00
TO BE MEASURED ON COMPLETION AND INVOICED AT UNIT PRICES
3 Not resporible for reflective eracking thiy overlays & sidn patching L2 Not respansiile for pre-sdsling enginesding with "aepect to draihege.
I Not resporsibie for waed growth trom adigoent proparty I Nt responstble for back-Mt aad compacson or back4ll instalied by others
1 Crack filing does not imply crack repair. 0 Engineering. poction ant! permi feed rat ingluged,
1 Nat responaible for pre~existing subgrade, T Not resp round utidios /o araas © be removed,
AMERICAN ASPHALT AND CONCRETE, INC. By:
ROBERT E. TYNER
CUSTOMER ACCEPTANCE

{AWe accept the within propoeal and agree to pay the fald emount in Bcoordance with the mrma set farth. All of the terms end

definitions on thw revarse side gre incorporsted herein and made & part hereof,

Company. Date: e
Cugtomer
Customer Signature: PO.# - —_—

White: Contractor's Copy * Yellow: Customer's Copy * Pink: Office Copy # Blue: Log Copy



Vo T Guatay Equipment 518-445-3628 p.?
- ; ’

P Tl

Guatay Equipment, Ine.
2435 Alpine. Hivd. Ste. A General Engincering Contractor 619-1145-5163
Adpine, CA 91901 Lic. # A & K 817955 Fax 619-415-3628
ASPHALT PROPOSAL AND CONTRACT

Proposal # 3916

f [ Date: 8/8/05 To: Atomic Investments Leonard 1 eyssier o T

| (Hereinafter “Owner”) Phone No. 8584540888  Fax No. B58-454-1730 T
Guatay Equipment (Hereinafter “Contractor”) T
Proposes to furnish all materials and perform all labor necessary to cornplete the following:
Install 6,814 sq. ft. of base material 6 thick. " o
Install 6,814 5q. . of asphalt 4” thick. .. | RS
Price for asphalt: $17,387.00 R D SN LN A }
Install 406 LF of asphalt berm. . - / P
Price for berm: $2,842.00 Ay - RO
TOTAL PRICE: $20,229.00

L

i

S — |

O G wpa

All of the above work is 1o be completed in a substantial and workmanlike manner according to standard practices
for the sum of: Twenty Thousand Two Hundred Twenty-Nine Dollars, ($20,229.00)

Progress payments shall be made as follows:

UPON COMPLETION

The remaining balance of the contract is to be paid within days of coropletion. If contract is accepted, work will be
substantially completed, subject to delays caused by acts of God, stormy weather, uncontrollable labor trouble, or unforeseen
contingencies.

BID CONDITIONS

1. Work will be done in accordance with plans, specifications, and quantides above, Any changes will be upon a writen change

order, and %ill be considered an extra up and above the original contract.

2. Required California Preliminary Lien Information (Code Section 3097/3098) 10 be provided. Mechamics Lien Laws under
California Code of Civil Procedures Section 1181 is enforced. Subject to credit approval and verification of California Lien
Informaton.

Bid does not include any staking, engineering, permits & fees, bonds, inspection fecs, concrete or compaction testing.

Grade to be received +/-1” for conarete related work.

In the event it becomes necessary w do any drlling or shooting for rock, breaking of un-dig geble ground or buried concrete

and removal to a designated disposal area; or, any uausual condiions encountered such as underground piping, underground

valves, trash deposits, etc. are deemed cause for additional charges. Bid items referenced above must be dig gable with the

following equipment:

6. Accounts delinquent afler thirty (30) days are subject lo the maximum finance charge aljowed by law, along with any incurred
antorney fees.

7. All work is figured to be completed in one contivuous operation. Any stoppage or additional moves will be considered and
extra.

8. Al agrrements are contingent on acts of God, shortages or other conditions beyond our control.

9. Sand or sealiug of pavement is not included if not specified.

10. Roll berms will be added only if specified above.

11. Asphalt is warranted for ane year fiom date of contract on maternial and workmanship unless otherwise specified.

12, If Asphalt is installed on native soil Guatay Equipment is not responsible for weed growth.

Rl o

Respectfully submitted by: Date;

(Guatay Equipmen) o - CO)/( Business Services
ACCEPTANCE B B 6]9 (0X- 2000

You are hereby authorized to furnish all materials and labor required to complete the work stied m ik - - - - o
10 pay the contract price mentioned in this Proposal, and according to the terms thereol. Tfwe have res - S ; I
contained herein, any in any attachments hercto, which are made a part here of and are described as. . —- . ‘o,

o . NS P
~“mers name or Authorized Agent ACCEPTED BY: : ) L . - ' e

(Qwner Signarure or Reprosentative) i
Contractors are required by law to be l
and regulated by the Contractor’s State License

Board.

s SR



INVOICE

s -_J“-J }{EC{E

General Bngineering Contractors
Ca. Lic. No.658323

BILL TO . JOB LOCATION

ATOMIC INVESTMENTS, INC.
3200 B4-2 HIGHLAND AVENUE
NATIONAL CITY, CA. 91950

DATE INVOICE NO. CONTRACT NO. TERMS REP P.O. NO.
9222006 105235 4645 NET UPON COMP.. OT OFF 7 619-263-2995

DESCRIPTION AMOUNT

I, POWLER CLEAN ASPHALT TOTALING APPROX. 6500 S.T

20 INSTALL 1" OVERLAY TO APPROX. 6500 S.F.
4,950.00
NOTE: ADDITIONAL OVERLAY OF 4800 S.F. WILL BE DONE AT NO CHARGE.

WE APPRECIATE YOUR BUSINIESS
54,950.00

9011 Memary Lane » Spring Valley, CA 91977 ¢ Tel: (619) 589-8112 « Fax: (619) 589-8113




CORPORATE HEADQUARTERS:

SAN DIEGO
5805 Kearny Villa Road « San Diego, California 92123-1172
(858) 560-1600

HYDRO-SCAPE PRODUCTS, INC.’
LANDSCAPE AND IRRIGATION PRODUCTS
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PLEASE SEE REVERSE FOR ADDITIONAL TERMS, CONDITIONS AND STORE {.OCATIONS.

’ CEMENT LIQUID NOS FLAMMABLE LIGUID |
: . . . L — . TWEIGHT _____ORVOLUME ______ HM
W YES Hecomrpenda\xon has been made by of provu_}eg to _1he Seller AYES  An op_erahon‘ |der}1\i=ca\\0n nuimber gurgaant \_o'S‘ecbon LIQUID NOS FLAMMABLE LIQUID-LTD OTY |
QN0 concerning the use ol pesticide covered by this invoice. JNO 6622 is required for the purchase of this pesticide.

IWEIGHT | OR VOLUME _
| Iy e

CUSTOMER COPY e

_ HM|




AYUHU-ODUVAFE PHUDUCU 1 D, INU. CORPORATE HEADQUARTERS:

LANDSCAPE AND IRRIGATION PRODUCTS ' SAN DIEGO
6805 Kearny Villa Road + San Diego, California 92123-1172
(858) 560-1600
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PLEASE SEE REVERSE FOR ADDITIONAL TERMS, CONDITIONS AND STORE LOCATIONS. ¥ . e
CEMENT LIQUID NOS FLAMMABLE LIQUID |
ay . ) ' o ) WEIGHT _____ ~ORVOLUME ____ HM|
xEll N%S Recommendatnon has begp Tade by ot pro:};@eq o the Seller .J YES l?n‘operdnonl |der;lm(t:tahon number pmtsuant‘t‘o Section LIQUID NOS FLAMMABLE LIQUID-LTD QT |
concerning the use of pesticide covereci by this invoice. A NG 6622 is required lar the purchase af this pesticide WEIGHT OR VOLUME ______ HHA J|

CUSTOMER COPY e



HYDHOU-DUAFE PRUDUCI S, INUY

LANDSCAPE AND IRRIGATION PRODUCTS SAN DIEGO
5805 Kearny Villa Read

(858) 560-1600

CORPORATE HEADQUARTERS:

- San Diego, California 92123-1172
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PLEASE SEE REVERSE FOR ADDITIONAL TERMS, CONDITIONS AND STORE LOCATIONS.

OYES

Recommendation has heen made by or provided to the Seller
QNO

3 YES  An operation identification number pursuant to Section
concerning the use of pesticide covered by this invoice.

LINO 6622 s required for the purchase of this pesticide,
CUSTOMER COPY

LIOUID NO

|WEIGHT _____ OR VOLUME ._
| LIQUID NOS FLAMMABLE LIQUID-LTD QY |
| WEIGHT OR VOLUME __HM,




MYURU-DUAFLE FAVUUL | D, L.

LANDSCAPE AND IRRIGATION PRODUCTS SAN DIEGO
5805 Kearny Villa Road

(B58) 560-1600

CORPORATE HEADQUARTERS:

+ San Diego, California 92123-1172
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CHl ™ vISTE, {512

£33
I

wiE 2B &R

=
e
S

s h |

HOCTH L1U56
ORDERE: (474T420~00

ar e
CEAEWA E19-2722-790%
4919 Msin B
Thuia Yicka, U
5N RY; Thesier thealay LAED RY oy TS oEd DOGIRELR STABTMG AREA:
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l[v & PRINT NWE
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PLEASE SEE REVERSE FOR ADDITIONAL TERIMS. CONDITIONS AND STORE LOCATIONS.

Recommendation has been made by or provided to the Seller

QYES JYES  An operation identification number pursuant lo Section
QO NO  concerning the use of pesticide covered by this invoice. INO 662215 required for the purchase of this pesticide.
CUSTOMER COPY
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To:
Campany

Message:

From:
Location:
Phaone:

Fax #:

QUOTE

Date: 11/70/06

Time:

United”
Rentals

I you have a pioha

with this ttansmission pleasa call the number histad above,

A URITEDRENT OGS 00/ 47



wﬁi i@ﬁ? ' (Y HIRERT
Rentals

91910 QUOTE
E4 COPY ¥#

Cuptomar, ... 103724
Contract. §.. 81276398
Contract . 11/30/06

Wi Date out.... 11/20/06 10:43 i

"i Date Due In. 12/01/06  10:43 &M

)

ey

*i Joly Loa. . ... OPRY LAEBES RD, CHULL VIBSTA
& Job Ho. . .... 22- ATOHIC INVEATHMEH

PO #. ... QUOTE
Ordered By, . PHIL
Weitten lyy. . URL44IH
Aalenparson, 4282
Termp....... Nel 30 Dayns

DPLEAAE REMIT RPAYMENT TO:
UNITED RENTALA NORTHWEST, IHC.
PO BOX 79334
CITY QF INDUATRY, CA $1716-93233

gty Beuipment B Min Day HWeak 4 Week Amount
‘{ 1 BKID BTEER NG 43.00 43 .00 172.00 473.00 43.00
Aub-total: 43 .00

Tax: 31.34

intimated Total: 46,34

ume the Equipme
oz

NAME FRINTED N DELIVERED EY DAL

FONT SOPY OF THE TERMS AND CONDITIONS 15 AVAIL ABLE UPON REQUEST
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From URTEL RONTALZ Magads 34781 IB02006 1442 &

>d Rentals, Inc.

Date: 11/30/06

Time: 13:39

S T
R TR T PR I R B L

QUOTE
%% COPY **

To:

Company:

Message:

O A S

From:

Location:

United’
Rentals

Phone:

Fax #:

tyou have o problam with this wansmission please call the number listed above,

T R S an o e
TR UNITEDRENT AL S CORY @



6 144208 F

Pagyo s £

T NTRERT
VIHTH, A 1910 QUOTE

1106 "
‘ COPY ¥

United’
Rentals

Customer. . . . 103724

Coutract #,.. 61275942

Contract dt. 11/30/06

Date out.... 11/30/0¢ 10:24 AM
Date Due In. 12/01/06 10:24 An

Job Loe. . ... UFAY LAKEAM RD, CHULA VIBTA
Joh Ho. . ... C22- ATONYC INVEGTHEN

g pLCL foL oL QUOTR

Ordered By.. PHIL TREYAER

ST viritten by, . URS44TA
Ime Aalenperaon. 4282
. - Teynp, , .. ... Het 20 Daye
PLEAAE REMIT DPAYMENT ‘IO
: UNITED RENTALS NORTHWEAT, INC.
- PO BOX 72324
r; CITY OF TNDUBTRY, OB 31716-3233
: Rty Bgui nt 3 Min Day Weak 4 Week Amount
1 AKLD ATEER LOGAUERI GO 10wk 178,00 179.60 695,00 2020.00 175 .00
2020071
1 AKLD ATHER BUCY i I3 8RN N/
AXLEA TTENG: )
sty Item number Btowk olmss Unit Prine Amount;
1 BNV MCT EA B850 L85
BRVIRONMNENTAL CHARGH
DRLIVERY CHARAE 25.00
PECKUD CHARGE 9% .00

Aub-total: 169.05
T 21.31
Entimated Total: 391.16

famor cgreos o pey 2
anamn dlaire for #00i
ivr Plan provisiane in the

¥ b
v Fe-tal fr

T

Customer Decifmes (.}

REALY BEFORE SISRING: te ot TEEMS ANDTC O

- tencel agener

reoreite or lorms
dipthe TE
£ REVERSE SIDE 0

DATIONE
THIS RENTAL AGREE!

i PHINTED ) DELWERED BY Sy CTI

TCUSTOMER SIARATURE

YO THE TERMS AND GONDITIONS 15 AVAILABLE UPON REQUEST.
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" CONSTRUCTION RESIDUE RECYCLING
855 ENERGY WAY
R CHULA VISTA,CA 91911
OFFICE(619)656-1836 FAX (619)656-6733
CERTIFIED PUBLIC SCALE
OUR BUSINESS HOUR’S: 7AM / 5PM , MONDAY
THRU SATURDAY, CLOSED ON SUNDAY'S.

WE SELL RECYCLE CALTRANS SPEC CLASS 2 BASE, COMPOST & MULCH
WE ALSO RECYCLE USED ASPHALT & CONCRETE
ALL VEHICLES ARE SUBJECT TO BE WEIGHED

CLASS 2 BASE: ASK for QUOTE

COMPOST: $15.00 PER TON
(PLUS TAX)

USED ASPHALT/CONCRETE: 316.00 PER TON
MINIMUM LOADS: $25.00

SMALL TRAILERS MUST BE WEIGHED
BOBTAIL: $40.00
TEN WHEELER: $60.00-+
END DUMP: $90.00
PUP & TRK: $90.00

SURCHARGE’S WILL BE ADDED TO MIXED LOADS WITH CLAY TILE & BRICK, WIRE
MESH & REBAR, PETROMAT & DIRT (IF OVER 5 %) & OVERSIZE (IF OVER 2X4X6”).

WE DON’T EXCEPT LOAD’S WITH GREENS, WOOD CHIPS,
ROOTS, STUCCO, DRYWALL, GLASS, CLAY & TRASH.

PLEASE CALL FOR QUOTE’S FOR CLASS 2 BASE & DUMPING USED ASPHALT/CONCRETE
WE MAY BE TAKING DIRT IN THE FUTURE. (ASK FOR DETAILS)

FIRE WOOD FORSALE(PLEASE ask ATTENEND ON DUTY)

“THANK YOU FOR YOUR CONTINUED PATRONAGE”




RECOROING REQUESTED BY and
AFTER RECORDING MAIL TO:

OTAY WATER DISTRICT
2554 SWEETWATER SPRINGS BOULEVARD
SPRING VALLEY, CA 91978-2096

NO FEES DUE - FOR BENEFIT OF PUBLIC AGENCY (Space above this line for County Recorders Use Only)
APN: 624-060-45 No documentary tax due R & T 11922 {(amended)

GRANT OF PERMANENT EASEMENT FOR UNDERGROUND RECYCLED WATER PIPELINE
OTAY WATER DISTRICT

For good and valuable consideration, receipt and sufficiency of which is hereby acknowiedged, the
undersigned ATOMIC INVESTMENTS, INC., A CALIFORNIA CORPORATION, (Atomic) as Grantor hereby
GRANTS TO OTAY WATER DISTRICT, a municipal water district formed under the Munigipal Water
District Law of 1911, as amended, situated in the County of San Diego, Slate of California, (“District”) as
Grantee, a permanent easement, consisting of 0.212 acres more or less, (as described in Exhibit “A”’
& “B”) for the purpose (“Use”) of placing, and maintaining pipeline(s), including a 30 inch diameter
underground recyciled water pipeline and certain necessary appurtenant accessories, logether with
the right to consiruct, operate, maintain, repair and replace said facilities, and the right of ingress and
egress for such purposes. Said pipeline and accessaories, are to be constructed substantially, subject to
minor revisions, as shown on Exhibit “C” - District’s Drawings numbered as C-25 marked as revision
3 dated August 4, 2005 and C-26 marked as revision 1 dated July 18, 2005, (“District Facilities”, or
“Facilities"). All said Facilities are o be below grade except one (1) single Air Release/Air Vacuum

assembly device (callout detait WA-05, 1-6) which shail be located at the west face line of the proposed
retaining wall to be located on the east property line of Grantor’s property.

Following said construction, and time o time maintenance. repair and replacement of said Facilities (“work
operation") Grantee shall, at its soie cost, restore Grantor's improvements, in equivalent type and qualily of
materials and thickness of respective sections, {o the condition exisling at the time of Grantee's respective
work operation, however, Grantee shall not be required tc replace specialty decorative surface finishes
such as ornamental, decoralive or colored concrete or tiles.

The Legal Description of the said easement is shown on EXHIBIT “A” (Legal Description - Permanent
Pipeline Easement APN 624-060-45), and engineering plan drawing Exhibit “B” SHEET(s) 1 of 2 ang 2
of 2, {but the permanent easement area is limited to the area designated as "WATER PIPE LINE
EASEMENT AREA = 0.212 ACRES"). Each said Exhibit is attached hereto and made a part hereof.

WD EASEMENT NO. OWD W.0.R2022/8875

Page 1



Grantor reserves the right to use and maintain the land and easement areas above and below grade for all
purposes (including but not limited to driveway, parking, paving, walks, curbs, landscaping and decorative
surfaces and any others) which do not prevent the operation and maintenance of the said Use for the
wrpose hereby granted. Grantee may remove from the easement any building, structure, improvement or
other encroachment thereon which prevents the Use for the purpose hereby granted.

Relative to ground elevation grades existing in the easement surface area at the time of this document
(“existing grades”). Granlor shall not decrease (or permit decrease) of the said existing grades

which would result in the Cover of less than four feet (4'), nor shall Grantor increase (or permit increase) of
the said existing grade, without District's written approval, which approval shall not be unreasonably

withheld. Cover is defined herein as the vertical depth from the finish surface grade to the top surface of the
30" pipeline (“Cover”).

Grantor may, at Grantor’s expense, and subject to Grantee’s prior written consent (which consent shall not
be unreasonably withheld) relocate the above mentioned Facilities in the event such conflict with future
development of said property, provided that Grantor does not cause discontinuance of service to any area,
and provided, further, that Graniee receives without expenses to Grantee, an easement comparable to this
easement for said relocated facilities. Grantee shall not be required to relocate or alter in any way the
Facilities installed pursuant to this grant of easement, or to bear any cost in connection therewith as a resuit
of changes in the location of said Facilities.

Grantee shall have the right to transfer and assign this easement to its successors in interest for the

purpose of their operation, maintenance and management of the District Facilities on the subject sile in
accordance with the specified Use.

IN WITNESS WHEREOF, Grantor has executed this Grant of Easement as of this 23" day of August,
2005.

GRANYﬂ .
Atomicjinve nj{ nc¢, a California Corporation

By: =] J /}/74 e
fPlyllp‘Y 'ﬁeys&ér ﬂs ’Vﬁ% E’resndent/

By: [

i

Le?r\é_/ksu\e.r PLsmtent ?

CERTIFICATE OF ACCEPTANCE

ThlS is to certify that the interest in real property conveyed by the easement grant dated

August 23, from ATOMIC INVESTMENTS, INC. to OTAY WATER DISTRICT, a political corporation and/or
governmental agency, is hereby accepted by order of the BOARD OF DIRECTORS pursuant to the
authority conferred by Resolution No. 1829, adopted on February 23, 1981, and the grantee consents to
recordation thereof by its duly authorized officer.

Dated By , District Secretary

£ MALLDATAPROPERTAPOWate DistrictiEasament Documents ET Revisions as of Aug 22 2005 \Easement 30 inch ug reclzamed Aug 22 2005 Rev b.apd

Page 2




State of California CAPACITY

County of San Diego CLAIMED BY SIGNER

r;; AP v /{' . . !f ’ \.;,' . - » - V V "\
on & %7 L0 peforeme, _ti v LUriied s o ‘~ INDIVIDUAL(S) /

DATE NAME AND TITLE OF NOTARY ~ CORPORATE o

IR T T OFFICER(S)
f i o4 VAT Y P, LY oaa s\
personally /111 Lyt e ( ~ PARTNER(S)
appeared [ (i Ioh A ( e \f' ErEL
o e NAME(S) of SIGNER(S) ~ ATTORNEY-IN-FACT

< persqqally known to m@ OR ~ proved to me of the basis of ~ TRUSTEE(S)
satisfactory evidence to be the person(s) whose name(s) isfare | ~ SUBSCRIBING WITNESS
subscribed to the within instrument and acknowledged to me that ~ GUARDIAN/CONSERVATOR

he/she/they executed the same in his/her/their authorized
capacity(ies), and that by her/her/their signature(s) on the

instrument the person(s), or the entity upon behalf of which there
person(s) acted, executed the instrument. SIGNER IS REPRESENTING

NAME OF PERSON(S) OR ENTITY(IES)

~ OTHER:

Slgr)’ature of Notary

ATTENTION NOTARY: Although the information requesled below of OPTIONAL, it could prevent fraudulent atlachment of this cerlificate to unauthorzed dacumend,

THIS CERTIFICATE Title of Type of Document ({'l'(,‘/ Wt 64 Tt Colo tpg ot
MUST BE ATTACHED Number of Pages N Date of Document

7O THE DOCUMENT Signer(s) Other Than Named Above

DESCRIBED AT RIGHT: e

Top of thumb here

thumbpoaF AALLDATAPROPERTPeAW sterDistic Essement Documentzil ET Rewvisions as of Aug 22 2C0501ey WO Temporary Easement Ang 22 2005 Rev a wpd

Page 3
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AGENDA ITEM 5f

STAFF REPORT

TYPE MEETING:

SUBMITTED BY:

APPROVED BY:
(Chief)

APPROVED BY:
(Asst. GM):

SUBJECT:

Regular Board MEETING DATE:  February 7, 2007

Rod Posada, QOA{QQM%Aj W.0./G.F. NO: N/A DIV.NO. a1l

Chief, Engineering

Rod Posada, Qn& p&m(tnb

Chief, Engineering

Manny Magaﬁa;‘ =
Assistant General Mgyhager, Engineering and Operations

Adopt Board Policy 49 - Service to Affordable and Low Income

Households

GENERAL MANAGER’'S RECOMMENDATION:

Adopt Resolution No. 4094 adopting Policy ©No. 49 - Service to
Affordable and Low Income Households.

COMMITTEE ACTION:

Please see Attachment A.

PURPOSE :

To bring the District into compliance with Senate Bill 1087,
Government Code Section 65589.7, and Water Code Section 10631.

ANALYSIS:

California Senate Bill 1087, approved on October 7, 2005 (SB 1087),
requires that public agencies that provide water or sewer services
must adopt policies and procedures that make special provision for
service to proposed developments that include affordable- and low-
income housing units. SB 1087 specifically requires that, barring
certain findings, water service for such proposed development cannot
be denied, decreased or specially conditioned.

SB 1087 amended Government Code Section 65589.7 and added Water Code
Section 10631. Government Code Section 65589.7 provides that public
agencies that provide water or sewer services shall adopt, by July 1,
2006 and, at least every five years thereafter, written policies and
procedures with specific objective standards for providing priority




service to proposed development that include housing units affordable
to lower income households.

Water Code Section 10631.17 provides that water use projections of
Urban Water Management Plans shall include projected water use for
single-family and multi~family residential housing for lower income
households.

With the assistance of the General Counsel, staff has drafted Board
Policy No. 49 entitled Service to Affordable and Low Income Housing
to reflect necessary changes to the District’s policies and
procedures to bring it into compliance with SB 1087.

FISCAL IMPACT: 22%; ;
/
None at this time"

LEGAL IMPACT:

Adoption of Policy 49 will move the District toward compliance with
the provisions and requirements of SB 1087.

WKMHG/\A

General Manager V

.

Attachments:

Attachment A Committee Action

Attachment B Resolution No. 4094

Attachment C Proposed Policy No. 49 - Service to Affordable and
Low Income Households

Attachment D Senate Bill 1087




ATTACHMENT A

Adopt Board Policy 49 - Service to Affordable and Low
SUBJECT/PROJECT: | Income Households

COMMITTEE ACTION:

The Engineering, Operations and Water Resources Committee
reviewed this item at a meeting held on January 23, 2007.

e Tt was discussed that staff is proposing implementation
of Policy 49, Service to Affordable and Low Income
Households, to bring the District into compliance with
Senate Bill 1087.

e The Policy provides special provisions for service to
proposed affordable/low income developments and bars the
denial of water service for such proposed developments.

e It was noted that the District would probably never have
the need to exercise this policy, but it must be in place
per California State Law.

e Staff recommends adoption of Resolution No. 4094

implementing Policy 49 in compliance with California
State Law.

Upon completion of the discussion, the Committee supported
staff's recommendation and forwarding to the Board of Directors
on the consent calendar.




Attachment B

RESOLUTION NO. 4094

RESOLUTION OF THE BOARD OF DIRECTORS OF THE
OTAY WATER DISTRICT ADOPTING POLICIES AND
PROCEDURES FOR PROVIDING PRIORITY SERVICE TO
AFFORDABLE HOUSING PROJECTS
(GOVERNMENT CODE § 65589.7; WATER CODE § 10631.17)

WHEREAS, the Otay Water District (“District”) is committed to the provision of water
and, in some areas within its jurisdiction, sewer services in compliance with applicable federal
and state laws; and

WHEREAS, Senate Bill 1087, which was approved by the California legislature on
October 7, 2005, amended Government Code Section 65589.7 and Water Code Section 10631.17
and requires the District to adopt policies and procedures (i) barring the denial or the
conditioning of approval of an application for water service, or reducing the amount of service
applied for, by a proposed development that includes affordable or low-income housing units
except in limited circumstances, and (ii) granting priority for the provision of services to
proposed developments that include affordable or low-income housing units; and

WHEREAS, the District has previously adopted certain policies incorporating Section
53.12 into the Code of Ordinance of the District providing reduced water charges for low-income
customers; and

WHEREAS, the Districts existing policies and procedures must be amended to comply
with the new Government Code and Water Code provisions; and

WHEREAS, Policy No. 49 - Service to Affordable and Low Income Households contains
policies and procedures that, added to other Sections of the Code of Ordinance and other Policies
of the District, will expand the current policies and procedures concerning service to affordable
and low-income households to bring the District into compliance with the provisions and
requirements of SB 1087.

NOW, THEREFORE, BE IT RESOLVED by the BOARD OF DIRECTORS of the OTAY
WATER DISTRICT as follows:

Section 1. The District’s new Policy No. 49 - Service to Affordable and Low Income
Households, a copy of which is attached hereto, is hereby approved and adopted.

Section 2. District staff shall take any steps necessary to give full force and effect to
the provisions of Policy No. 49 including adopting any required procedures and proposing the
amendment of any conflicting provisions of the Code of Ordinance or other policies or
procedures of the District.

Section 3. Policy No. 49 shall become effective immediately.



APPROVED AND ADOPTED this 7th day of February 2007 by the Board of Directors
of the Otay Water District.

President

ATTEST:

District Secretary

ND: 4820-5557-3505, v. 1



I HEREBY CERTIFY that the foregoing Resolution No.49 was duly adopted by the BOARD OF
DIRECTORS of the OTAY WATER DISTRICT at a regular meeting thereof held on the 7 day
of February, 2007 by the following vote:
Ayes:
Noes:
Abstain:
~ Absent:

District Secretary

ND: 4820-5557-3505,v. 1



Attachment C

OTAY WATER DISTRICT
BOARD OF DIRECTORS POLICY
Subject - | Policy Date Date
’ Number | Adopted Revised
SERVICE TO AFFORDABLE AND LOW INCOME 49 2/7/07
HOUSEHOLDS
PURPOSE

The Board of Directors of the Otay Water District (District) is aware of the lack of affordable
and low income housing within the District’s service area. In support of the need to address the
imbalance in housing stock through economic incentives, and in accordance with the laws of the State
of California, the Board has adopted this policy.

BACKGROUND

California Senate Bill 1087, approved on October 7, 2005 (SB 1087), requires that public
agencies that provide water or sewer services must adopt policies and procedures that make special
provision for service to proposed affordable- and low-income housing projects. SB 1087 specifically
requires that, barring certain findings, water service for a proposed development cannot be denied,
reduced or specially conditioned if the proposed development has an affordable housing component for
lower income households. This policy represents the District’s effort to comply with the requirements
and provisions of Senate Bill 1087.

POLICY

It is the policy of the District not to deny or condition the provision of water or sewer service,
nor to reduce the amount of service applied for on the behalf of any proposed development that
includes housing units affordable to low- and very low-income households, unless it makes specific
findings that the denial, condition, or reduction is necessary due to the existence of one or more of the
following, as applicable:

a. The District does not have “sufficient water supply,” as defined in paragraph (2) of
subdivision (a) of Section 66473.7 of the California Government Code, or is operating under a water
shortage emergency as defined in Section 350 of the California Water Code or Section 39 of the Code
of Ordinance; or

b. The District does not have sufficient water or sewer treatment or distribution capacity to
serve the needs of the proposed development, as demonstrated by a written engineering analysis and
report; or

c. The District is subject to a compliance order issued by the State Department of Health
Services, or other state or regional entity, that prohibits new water or sewer connections; or

d. The applicant has failed to agree to, or comply with, the District’s terms and conditions
relating to the provision of service generally applicable to-development projects seeking service from
the District, including, but not limited to, the requirements of local, state or federal laws, regulations
and ordinances, payment of necessary fees or charges, and construction of on-site or off-site



improvements as needed to serve the proposed development to standards or general application as
determined by the District.

The District shall review its low income/affordable housing policy at least once every five
years concurrently with its review of its Urban Water Management Plan to ensure that availability
determinations are made in compliance with the plan as adopted pursuant to Part 2.6 (commencing
with Section 10610) of Division 6 of the California Water Code.

Because fees are based on the cost of services rendered, it is not the policy of the District to
grant fee reductions. If the District determines that a project is not in compliance with the applicable
requirements imposed by the responsible local government concerning affordability, the District may,
at its discretion, delete that project from the list of proposed projects entitled to priority under this
policy.

The District believes that the existing plans, documents, and information it relies upon to
provide water and/or sewer service constitute a reasonable basis for making service determinations
under this policy. This policy does not in any way impair the District’s ability to deny, reduce or
condition the supply of any water or sewer services, at any time, if the applicant’s, owners or
responsible parties fail, or refuse, to comply with the District’s policies, requirements or procedures
regarding the provision of services, including but not limited to the payment of applicable fees and
charges.

PROCEDURES

Staff shall adopt any procedures necessary to ensure compliance with the requirements of SB
1087 and this Policy.

e “Housing”, as used in this policy, includes rental housing, condominiums, cooperative housing,
ownership housing, housing for families, housing for seniors, housing for physically and/or
mentally disabled people, emergency shelters, and shared housing.

o “Affordable to lower income households” has the meaning defined in Section 65589.7 of the
Government Code of the State of California

ND: 4810-4015-8977,v. 1



Senate Bill No. 1087

CHAPTER 727

An act to amend Section 65589.7 of the Government Code, and to add
Section 10631.1 to the Water Code, relating to housing.

[Approved by Governor October 7, 2005, Filed with
Secretary of State October 7, 2005.]

LEGISLATIVE COUNSEL’S DIGEST

SB 1087, Florez. Housing elements: services.

(1) The Planning and Zoning Law requires each city, county, or city
and county to prepare and adopt a general plan for its jurisdiction that
contains certain mandatory elements, including a housing element, One
part of the housing element is an assessment of housing needs and an
inventory of resources and constraints relevant to meeting those needs.
That law also requires that the housing element adopted by the legislative
body of the city, county, or city and county and any amendments made to
that element be delivered to all public agencies or private entities that
provide water services at retail or sewer services within the territory of the
legislative body.

The Planning and Zoning Law also requires each public agency or
private entity providing these services (o grant a priority for the provision
of available and fufure resources or services to proposed housing
developments that help meet the Jegislative body’s share of the regional
housing need for lower income households as identified in the housing
element and any amendments to the housing element.

This bill would require that the adopted housing element and any
amendments be delivered immediately to all public agencies or private
entities that provide water or sewer services, as specified, would apply
these provisions to proposed developments that include housing units
affordable to lower income households, and would require, on or before
July 1, 2006, that these public agencies or private entities adopt written
policies and procedures, and at least once every 5 years thereafter, with
specific objective standards for provision of these services in conformance
with these provisions. The bill would also require the Public Utilities
Commission to adopt written policies and procedures for use by private
water and sewer companies regulated by the commission in a manner
consistent with these provisions. By increasing the duties of local public
officials, the bill would impose a state-mandated local program.

This bill would also provide that a provider of water or sewer services
may not deny or condition the approval of an application for services, or
reduce the amount of the services applied for, if the proposed development
includes housing affordable to lower income households, except upon
making specified findings.

89
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The bill would make these provisions applicable to charter cities.

(2) The Urban Water Management Planning Act requires urban water
suppliers to prepare and adopt urban water management plans for
submission to the Department of Water Resources, which identify and
quantify the existing and planned sources of water available to the water
supplier’s service area based on specified factors,

This bill would also require that the water use projections required by
these provisions include the projected water use for single-family and
multifamily residential housing for lower income households as identified
in the housing element of any city, county, or city and county in the
service arca of the supplier.

(3) The California Constitution requires the state to reimburse local
agencics and school districts for certain costs mandated by the state.
Statutory provisions establish procedures for making that reimbursement,

This bill would provide that with regard to certain mandates no
reimbursement is required by this act for # specified reason.

With regard to any other mandates, this bill would provide that, if the
Commission on State Mandales determines that the bill containg costs so
mandated by the state, reimbursement for those costs shall be made
pursuant to the statutory provisions noted above.

The people of the State of California do enact as follows:

SECTION 1. Section 65589.7 of the Government Code is amended fo
read:

65589.7. (a) The housing element adopted by the legislative body and
any amendments made to that element shall be immediately delivered to
all public agencies or private entities that provide water or sewer services
for municipal and industrial uses, including residential, within the territory
of the legisiative body, Each public agency or private entity providing
water or sewer services shall grant a priority for the provision of these
services to proposed developments that include housing units affordable to
lower income households. .

(b) A public agency or private entity providing water or sewer services
shall adopt written policies and procedures, not later than July 1, 2008, and
at least once every five years thereafier, with specific objective standards
for provision of services in conformance with this section. For private
water and sewer companies regulated by the Public Utilities Commission,
the commission shall adopt written policies and procedures for use by
those companies in a manner consistent with this section. The policies and
procedures shall take into account all of the following:

(1) Regulations and restrictions adopted pursnant to Chapter 3
(commencing with Section 350) of Division ! of the Water Cade, relating
to water shortage emergencies.

(2) The availability of water supplies as determined by the public
agency or private entify pursuant to an urban water management plan

89
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. adopted pursuant to Part 2.6 (commencing with Section 10610) of
Division 6 of the Water Code,

(3) Plans, documents, and information relied upon by the public agency
or private entity that is not an “urban water supplier,” as defined in Section
10617 of the Water Code, or that provides sewer service, that provide a
reasonable basis for making service determinations,

(c) A public ageney or private entity that provides water or sewer
services shall not deny or condition the approval of an application for
services to, or reduce the amount of services applied for by, a proposed
development that includes housing units affordable to lower income
bouseholds unless the public agency or private entity makes specific
written findings that the denial, condition, or reduction is necessary due to
the existence of one or more of the following:

(1) The public agency or private entity providing water service does not
have “sufficient water supply,” as defined in paragraph (2) of subdivision
(a) of Section 66473.7, or is operating under a water shortage emergency
as defined in Section 350 of the Water Code, or does not have sufficient
water treatment or distribution capacity, to serve the needs of the proposed
development, as demonstrated by a written engineering analysis and
report,

(2) The public agency or private entity providing water service is
subject to a compliance order issued by the State Department of Health
Services that prohibits new water, connections.

(3) The public agency or private entity providing sewer service does not
have sufficient treatment or collection capacity, as demonstrated by a
written engineering analysis and report on the condition of the treatment or
collection works, to serve the needs of the proposed development,

(4) The public agency or private entity providing sewer service is under
an order issued by a regional water quality control board that prohibits
new sewer connections.

(5) The applicant has failed to agree to reasonable terms and conditions
relating to the provision of service generally applicable to development
projects seeking service from the public agency or private entity,
inciuding, but not limited to, the requircments of local, state, or federal
laws and regulations or payment of a fee or charge imposed pursuant to
Section 66013,

(d) The following definitions apply for purposes of this section:

(1) “Proposed developments that include housing units affordable to
lower income households™ means that dwelling units shall be sold or
rented to lower income households, as defined in Section 50079.5 of the
Health and Safety Code, at an affordable housing cost, as defined in
Section 50052.5 of the Health and Safety Code, or an affordable rent, as
defined in Section 50053 of the Health and Safety Code.

(2) *“Water or sewer services” means supplying service through a pipe
or other constructed conveyance for a residential purpose, and does not
include the sale of water for human consumption by a water supplier to
another water supplier for resale. As used in this section, "water service”
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provided by a public agency or private entity applies only to water
supplied from public water systems subject to Chapter 4 (commencing
with Section 116275) of Part 12 of Division 104 of the Health and Safety
Code.

(e) This section is intended to neither enlarge nor diminish the existing
authority of a city, county, or city and county in adopting a housing
element. Failure to deliver a housing element adopted by the legislative
body or amendments made to that element, to a public agency or private
entity providing water or sewer services shall neither invalidate any action
or approval of a development project nor exempt a public agency or
private entity from the obligations under this section, The special districts
which provide water or sewer services related to development, as defined
in subdivision (¢) of Section 56426, are included within this section,

(f) The Legislature finds and declares that this section shall be
applicable to all cities and counties, including charter cities, because the
Legislature finds that the lack of affordable housing is a matter of vital
statewide importance.

SEC. 2. Section 10631.1 is added to the Water Code, to read:

10631.1. (a) The water us¢ projections required by Section 10631
shall include projected water use for single-family and multifamily
residential housing needed for lower income houscholds, as defined in
Scction 50079.5 of the Health and Safety Code, as identified in the
housing element of any city, county, or city and county in the service area
of the supplier.

(b) 1t is the intent of the Legislature that the identification of projected
water use for single-family and multifamily residential housing for lower
income households will assist a supplier in complying with the
requirement under Section 65589.7 of the Government Code to grant a
priority for the provision of service to housing units affordable to lower
income households.

SEC. 3. The Legislature finds and declares that Sections 65104 and
66014 of the Government Code provide local agencies with authority to
levy fees sufficient to pay for the program or level of service mandated by
this act.

SEC. 4. No reimbursement is required by this act pursuant to Section
6 of Article XIIIB of the California Constitution because a local agency or
school district has the authority to levy service charges, fees, or
assessments sufficient to pay for the program or level of service mandated
by this act, within the meaning of Section 17556 of the Government Code.

However, if the Commission on State Mandates determines that this act
contains other costs mandated by the state, reimbursement to local
agencies and school districts for those costs shall be made pursnant to Part
7 (commencing with Section 17500) of Division-4 of Title 2 of the
Government Code.

89




AGENDA ITEM 5g

STAFF REPORT
TYPEMEETING:  Regular Board Meeting MEETING DATE:  February 7, 2007
SUBMITTED BY:  Yuri A. Calderon W.0./G.F. NO: DIV.NO.
APPROVED BY: Mark Watton
SUBJECT: Engagement Letter for the Law Firm of Wilson Petty Kosmo & Turner for legal

representation in the Harron v. Otay Water District Matter.

GENERAL COUNSEL’S RECOMMENDATION:

Ratify and approve the engagement letter for the law firm of Wilson Petty Kosmo & Turner for legal
services and representation in the Harron v. Otay Water District matter.

BACKGROUND AND ANALYSIS:

The law firm of Foley & Lardner was previously retained by Otay Water District to provide legal
representation to a director of the Board of Directors in defense of claims asserted by the former General
Counsel, Tom Harron. Foley & Lardner provided legal representation to the District in connection with
the Harron matter since 2001. Jim Godes, the partner in charge of such representation, left Foley &
Lardner last year. At the time Mr. Godes departed, the director requested that the matter be transferred
from Foley & Lardner to Mr. Godes new firm. Unfortunately, Mr. Godes new firm was not able to waive
conflicts and Mr. Godes was unsure what his next step would be.

Following Jim Godes departure, Foley & Lardner informed the district that the agreed upon blended rate
of $295.00 per hour, which used to apply to services rendered by any attorney at the firm, would no
longer be effective and that the District would have to pay different rates for services provided by
associates, partners and senior partners. The District and the director decided that it would be in the best
interest of the District to transfer the representation of the director to another firm. The Board of
Directors assigned the General Counsel to determine if a transfer could be accomplished without causing

delays in the matter. The director suggested that negotiations be initiated with the law firm of Wilson
Petty Kosmo & Turner. ’

The law firm of Wilson Petty Kosmo & Turner was previously retained by the Otay Water District to
provide legal representation to a former general manger of the District in connection with this matter. The
former general manager has since been dismissed as a defendant in the case. Claudette Wilson, the
partner in charge of such representation, agreed to undertake the representation of the director at a
blended rate of $280.00 for services rendered by attorneys at her firm. Since Ms. Wilson has handled
several legal matters for the District and is familiar with this particular litigation, the General Counsel
believes that a transfer could be accomplished without delay or negative impact to the legal services
received by the director.

At a closed session held during the regularly scheduled meeting of the Board in December of 2006, the
Board, with the consent of the director, directed the General Counsel to enter into an engagement
agreement with Wilson Petty Kosmo & Turner to provide legal representation to said director. As a




result, both the director and the General Counsel have signed engagement agreements with Wilson Petty
Kosmo & Turner.

The engagement agreement between the District and Wilson Petty Kosmo & Turner is being presented to
this Board for ratification. Said agreement provides that Wilson Petty Kosmo & Turner will represent the
director and its interests in the referenced litigation and that the District will be responsible for fees and
costs incurred in connection with such representation. The fees and costs include fees for services
rendered by attorneys at the firm at a blended rate of $280.00 per hour, fees for paralegal services at a rate
of $110.00 per hour, delivery fees, court filing fees, mileage, fax fees of $1.00 per page, copying costs of
.15 per page, and other costs and expenses usually reimbursed by clients in connection with similar legal

services. The agreement provides that the District shall have 45-days to process and pay each monthly
invoice.

R

FISCAL IMPACT: =7~

There is a decrease of $15.00 per hour for legal services provided by attornies in connection with this
matter. While there is an expected decrease in the cost per hour, it is not expected that the overall costs
associated with the litigation will be significantly impacted.

LEGAL IMPACT:

None at this time.

Il wits

General Manager

1. Engagement Letter Between Wilgon Petty Kosmo & Turner and District
2. Engagement Letter Between Wilson Petty Kosmo & Turner and Director



WILSON PETTY KOSMO & TURNER wrLp
ATTORNEYS AT LAW

550 WEST "C" STREET, SUITE 1050
SAN DIEGO, CALIFORNIA 92101-3532

TELEPHONE www.wpkt.com FACSIMILE
(619) 236-9600 mkalt@wpkt.com (619) 236-5669

January 3, 2007

Otay Water District

¢/o Yuri Calderon, Esq.
625 Broadway, Ste. 900
San Diego, CA 92101

Re:  Thomas J. Harronv. Otay Water District, et al,
Representation Agreement

Dear Yuri:

This will confirm that the Otay Water District has retained us to represent individual
defendant Jaime Bonilla in connection with the Thomas J. Harron v. Otay Water District
case. (Throughout this letter, the Otay Water District will be referred to as "you.") This
letter will set forth our understanding and agreement pertaining to the terms upon which you
have engaged Wilson, Petty, Kosmo & Turner LLP (the "Firm") to represent Jaime Bonilla.

You have asked the Firm to defend Jaime Bonilla against Thomas Harron's claims of
defamation, which are asserted against Mr. Bonilla individually, as part of Mr. Harron's other
claims against the District in this matter. However, from time to time, the scope of legal
services provided by the Firm may change based on written or oral requests from you to
include other matters. The terms and conditions of the Firm's representation of Jaime
Bonilla, as set forth in this letter, will apply to any other future services which you instruct
the Firm to perform, unless some other written agreement is reached between you and the
Firm at the time those instructions are received. However, unless specifically requested to
perform other services on your behalf, the scope of our representation of you will be limited
as reflected above.

We have not been retained to provide you or Mr. Bonilla with any tax advice
concerning this matter, including without limitation the deduction of costs associated with
litigation and the taxability of any recovery on your behalf. In some instances, the tax
treatment of any recovery or of the costs and expenses of litigation may be affected by
actions taken early in the litigation process. Therefore, you should consult with your tax
advisors as soon as possible regarding this matter. Please feel free to have your tax advisors
contact me if they need more information regarding any matter we are handling on your
behalf.



WILSON PETTY KOSMO & TURNER LLP
Otay Water District
c/o Yuri Calderon, Esq.
January 3, 2007
Page 2

Claudette Wilson will be the Firm attorney assigned primary responsibility to assure
your satisfaction with our professional relationship. When appropriate, however, the Firm
may assign other Firm attorneys, including her partner, Michael S. Kalt, who have sufficient
expertise and time to handle your matter competently and efficiently. Additionally, we may
use paralegals and investigators to perform certain services on your behalf in order to
minimize the impact of the hourly rates of the Firm attorneys. It is generally necessary for
others to render substantial assistance in order to assure that we can be responsive to your
needs and handle your matter without delay in the event Claudette Wilson is unavailable for
periods of time for any reason.

Fees for the legal services rendered on your matter will be at the Firm's hourly billing
rates of $280 for attorneys and $110 for paralegals. Those rates may be changed by the Firm
in the future, in which case, the new rates will apply to all work performed thereafter.
However, we do not anticipate an increase in rates before January 2008.

In performing legal services for you, the Firm may incur costs and advance sums on
your behalf for items such as messenger and delivery fees, court filing fees, process server's
fees, mileage reimbursements (not to exceed IRS standards), jury fees, deposition expenses,
expert and consultant fees, travel expenses, staff overtime, computerized document
preparation, computerized legal research, investigation costs, computerized litigation support,
telefax charges at $1.00 per page transmitted or received, copying costs at $.15 per page if
the Firm makes the copies or at our cost if an outside copying service makes the copies, and
other charges related to your matter. Depending on the size of those charges, we may request
that they be advanced by you. However, to the extent that the Firm advances those expenses
on your behalf, you agree to reimburse the Firm for those expenses on a monthly basis.

The Firm will send you monthly statements, indicating the current status of your
account as to both fees and disbursements. These statements will be payable in full upon
receipt.

If, upon your receipt of the statement, you have any questions with regard to any
charge set forth in it, or any item of information contained in it, please promptly telephone or
write me so that we may discuss these matters when they are fresh in both our minds. I want
to avoid any misunderstanding between us concerning fees or charges. The Firm expects you
to pay your billing statements on a current basis. Therefore, it is imperative that we resolve
any misunderstandings, or errors, relating to your billing statement immediately. If you do
not raise any questions or objections to our statements within forty-five days of receipt, you
agree that we may rely upon that fact as your acceptance of the statement as accurate.

At the commencement of any attorney-client relationship, it is difficult to predict,
with any reasonable degree of accuracy, the extent of the legal services which ultimately will
be performed or the fees and expenses which will be incurred. Much depends upon the
approach to the matter which is taken by the opposition, the complexity of issues which arise,
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and other matters partially or completely beyond our control. Therefore, any oral or written
estimate of fees for your engagement of the Firm is only an estimate, based on only
preliminary information, and the actual fees and costs of the engagement may vary materially
from that estimate, While we will make every effort to render reasonable estimates of fees
and costs which may be incurred, we cannot, and do not, guarantee that we will not exceed
any fee estimate.

Although we will perform our professional services on your behalf to the best of our
ability, we cannot make, and have not made, any guarantees regarding the outcome of the
matter for which you have engaged us. Our expressions about the outcome of the matter are
our best professional estimates only and are limited by our knowledge at the time they are
expressed. We will be compensated for the time and efforts we devote on your behalf and
not for any particular result.

You have the right to terminate the Firm's services at any time. Similarly, the Firm
may withdraw from its representation of you, consistent with the Rules of Professional
Conduct, should you fail to promptly pay the amount indicated in the Firm's billing
statements, should you fail to disclose any material facts or act contrary to the Firm's advice,
or if anything else occurs that, in the Firm's judgment, impairs its ability to continue an
effective attorney-client relationship. In the event of this Firm's withdrawal from
representation of you or Mr. Bonilla, or your or Mr. Bonilla's termination of the Firm's
services, you will be responsible for the fees and costs to the date of withdrawal or
termination, payable immediately upon notification of withdrawal or termination.

In the event any dispute arises between us regarding legal fees or costs, the quality of
our representation of you, or any other matter arising from this contract or the relationship
between us of attorney and client, and to the extent permitted by law and/or authorized by
applicable statute, ordinance, or regulation, your signature below acknowledges your
agreement to submit such dispute to binding arbitration pursuant to the rules and regulations
of the San Diego County Bar Association. By so agreeing you understand you are
waiving the right to have such dispute tried to a jury or to a judge,

If your matter proceeds towards trial, the Firm may require a trial retainer ("Trial
Retainer") to cover anticipated fees, costs, and expenses for trial preparation, trial, and post-
trial matters in connection with a trial, arbitration, or other hearing on the merits based on the
Firm's estimates of the amounts required. The Trial Retainer, if requested by the Firm, must
be delivered to the Firm 120 days in advance of any scheduled date for trial, arbitration, or
hearing on the merits based upon the notice of trial, notice of arbitration, or notice of hearing,
or the Firm's best estimate of that date. You agree that the Firm may use the Trial Retainer
pending the completion of the Firm's representation in the matter. Of course, the balance, if
any, of the retainer remaining after the Firm's final closing statement will be refunded to you
promptly.
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We will send to you copies of all pertinent correspondence, documents, and other
materials prepared or received by the Firm in the course of our relationship. We hope this
will keep you informed of our progress on your matter,

I encourage you to contact me whenever you have any questions or comments
regarding our services, fees, or the status of your matter, or whenever any new facts or
circumstances come to your attention.

This Agreement will take effect when you have signed it, but its effective date will be
retroactive to the date the Firm first provided you with services. The date on this letter is for
reference purposes only. Even if this Agreement does not take effect, you will be obligated
to pay us the reasonable value of the services we may have performed for you.

To confirm our agreement under the terms and conditions set forth in this letter,
please sign the enclosed copy where indicated, and return it in the enclosed, postage pre-paid
return envelope. We look forward to serving your interests and working with you.

Very truly yours,
WILSON, PETTY, KOSMO
& TURNER LLP
MSK/yk !
Enclosure

THE FOREGOING FEE ENGAGEMENT LETTER HAS BEEN READ, AND
ITS TERMS ARE HEREBY AGREED TO AND ACCEPTED:

Dated: |- 23~ 205+ OTAY WATER DISTRICT

o | WuiO0

Yuit’A. Calderon
General Counsel for the
Otay Water District
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ATTORNEYS AT LAW

550 WEST "C" STREET, SUITE 1050
SAN DIEGO, CALIFORNIA 92101-3532

TELEPHONE www.wpkt.com FACSIMILE
(619) 236-9600 cwilson@wpkt.com (619) 236-9669

January 3, 2007

Mr, Jaime Bonilla

Otay Water District

¢/o Yuri Calderon, Esq.
625 Broadway, Ste. 900
San Diego, CA 92101

Re:  ThomasJ. Harronv. Otay Water District, el al.
Representation Agreement

Dear Jaime:

As you know, you have been named a defendant in the above-referenced case. I am
writing this letter to you to confirm the conditions upon which Otay Water District ("the
District") is furnishing you with a defense through our offices. One purpose of this letter is to
review some of the contingencies which may occur to avoid possible misunderstandings that you
otherwise might have regarding our representation of you in this matter, or any obligation of the
District to you in this matter, as well as identifying generally the terms of our representation of
you.

The District has agreed to pay the attorney's fees incurred on your behalf in this litigation.
Of course, the District is in no way directing the litigation in this case. We are serving as your
counsel and will make decisions and recommendations based solely on their effect on you. As
discussed more fully below, however, we reserve the right to withdraw as your counsel if the
District fails to pay our fees and if you are unwilling to take over payment.

Wilson Petty Kosmo & Turner LLP (the "Firm") will provide you with legal services with
regard to the complaint brought against you by Thomas J. Harron. Unless specifically requested to
perform other services on your behalf, the scope of our representation of you will be limited to
representation in this litigation. If you specifically request additional services, a written agreement
regarding payment for those services will be negotiated at that time,

We have not been retained to provide you with any tax advice concerning this matter,
including without limitation the deduction of costs associated with litigation or the taxability of
any payments made on your behalf. Please feel free to have your tax advisors contact me if they
need more information regarding any matter we are handling on your behaif,
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Although we will perform our professional services on your behalf to the best of our
ability, we cannot make, and have not made, any guarantees regarding the outcome of the matter
for which you have engaged us. Our expressions about the outcome of the matter are our best
professional estimates only and are limited by our knowledge at the time they are expressed. We
will be compensated for the time and efforts we devote on your behalf and not for any particular
result.

You have the right to terminate the Firm's services at any time. Similarly, the Firm may
withdraw from its representation of you, consistent with the Rules of Professional Conduct,
should the District fail to promptly pay the amount indicated in the Firm's billing statements and
should you refuse to take over payment of the fees, should you fail to disclose any material facts
or act contrary to the Firm's advice, or if anything else occurs that, in the Firm's judgment,
impairs its ability to continue an effective attorney-client relationship.

You should understand that the Rules of Professional Conduct prohibit our accepting
compensation for representing a client from one other than the client unless (1) there is no
interference with the Firm's independent professional judgment, or with the client-lawyer
relationship; and (2) the Firm obtains your informed written consent to the payment of fees by
someone clse, in this case. The risk which the Professional Rules of Conduct attempt to
minimize is the risk that the attorney receiving payment from someone other than the client will
be influenced to act according to the interest of the person or entity paying the fees, and possibly
to the detriment of the client who is not paying the fees. While we intend to and will represent
your interests fully, your signature at the end of this letter will constitute your consent to this
arrangement,

You must also understand that you are not obligated to have us represent you in this
matter. If at any future time you decide for any reason to engage separate counsel to represent
you, we shall turn over this defense to that counsel. We certainly cannot represent you against
your will or over your objections. If, therefore, you become dissatisfied at any time with the
adequacy of our representation or otherwise believe that your own personal interest necessitates
engaging separate counsel, you should plan to do so. I cannot represent to you, however, that the
District will be willing to pay that additional defense cost and it might well be that such separate
representation will have to be at your own expense.

I encourage you to contact me whenever you have any questions or comments regarding
our services or the status of your matter, or whenever any new facts or circumstances come to
your attention.
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It is important that you understand and agree to this arrangement as soon as possible. If
the foregoing is entirely satisfactory to you in every respect, please acknowledge this by signing
and returning the enclosed copy of this letter.

Very truly yours,
A %/m
Claudette G. Wilson
CGW/MSK/yk
Enclosure

cc:  Otay Water District

I AGREE TO THE FOREGOING CONDITIONS AND UNDERSTANDINGS.

Dated: /- 2-~OY By: /') ! /(%/"“”‘

}ME BONILLA

/




AGENDA ITEM 6

STAFF REPORT
TYPE MEETING: Regular Board Meeting ___ MEETING DATE:  February 7, 2007
SUBMITTED BY: Joseph R. Beachem W.O/G.F. NO: DIV. NO. All

APPROVED BY:
(Chief)

Chief Financial Officer

APPROVEDBY: German“Alvarez, Assistant General Manager
(Asst. GMY):
SUBJECT: Adopt Resolution No. 4095 Approving Sale of the Certificates

of Participation (COPs)

GENERAL MANAGER’S RECOMMENDATION:

That the Board adopt Resolution No.4095 authorizing the
execution and delivery of Revenue Certificates of Participation
(2007 Water System Project), Series 2007 (COPs) in principal
amount not to exceed $42,000,000 for the purpose of financing a
portion of the District’s 6-year Capital Improvement Program and
authorizing the General Manager and Chief Financial Officer to
execute documents in connection therewith.

COMMITTEE ACTION:

Please see Attachment A.

PURPOSE :

To present for the Board’s consideration the adoption of
Resolution No. 4095 authorizing the execution and delivery of
Revenue Certificates of Participation (2007 Water System
Project), Series 2007 (COPs) in principal amount not to exceed
$42,000,000 for the purpose of financing a portion of the
District’s 6-year Capital Improvement Program and authorizing
the General Manager and Chief Financial Officer to execute
documents in connection therewith.

ANALYSIS:

In December 2006, the Board was presented with a Financing Plan
Update detailing the plans for the issuance of approximately $42
million of COPs as part of the funding of the current 6-Year CIP
Budget. In January 2007, the Board held a public hearing and
implemented the current planned rate increase as part of this




comprehensive financing plan for the CIP. The COPs are expected
to be issued in March 2007.

In preparation for the issuance of the COPs, the Board has been
presented with forms of the following financing documents:

e Trust Agreement by and among the District, the Otay Service
Corporation (the “Corporation”) and Union Bank of California
(the “Trustee”);

¢ Installment Purchase Agreement by and between the District
and the Corporation;

e Assignment Agreement by and between the Corporation and the
Trustee;

e Continuing Disclosure Agreement;
e Preliminary Official Statement relating to the COPs; and

e (Official Notice of Sale relating to the parameters for the
sale of the COPs at competitive sale.

The resolution provides the designated District officials and
staff with the authorization to execute and deliver the COPs,
execute the various financing documents in connection with the
COPs, circulate a Preliminary Official Statement and an Official
Statement and award the sale of the COPs to the lowest
responsible bidder. The resolution provides that the COPs may
be issued in a maximum amount not-to-exceed $42,000,000 at a
true interest cost not-to-exceed 6%. Currently, the estimated
true interest cost is 4.6%, but the final rates will not be
determined until the COPs are actually offered for sale on
February 21, 2007. '

The Corporation is a party to the Installment Purchase
Agreement, Trust Agreement and Assignment Agreement. A separate
action has been scheduled for the Board of Directors of the
Corporation for their approval of such documents.

FISCAL IMPACT:

The sale of the COPs will provide debt funding for a portion of
the District’s 6-Year CIP, while maintaining operating and
capital reserve levels in accordance with the Board’s Reserve
Policy. The COPs will have a 30 year maturity. At the estimated



true interest cost of 4.6%, the annual debt service on the COPs
is projected to be approximately $2,600,000.

STRATEGIC GOAL:

The District ensures its continued financial health through long-
term financial planning and debt planning.

LEGAL IMPACT:

N =

Genlefal Manager

Attachments:

Committee Action Form
Resolution 4095

Trust Agreement

Installment Purchase Agreement
Assignment Agreement

Continuing Disclosure Agreement
Preliminary Official Statement
Official Notice of Sale

TOREHDOQD M



COMMITTEE ACTION:

The Finance and Administration and Communications Committees
reviewed this item at a meeting held on January 24, 2007. The
following comments were made:

e Staff will be presenting at the February board meeting
the board resolution for the board’s approval to issue
the debt along with the bond documents.

e Staff updated the committee on its meetings with the
rating agencies Standard and Poor’s (January 23rd) and
Fitch (January 24th). Staff indicated that their
presentation to the rating agencies on the District
included an overview of the Strategic Plan, Integrated
Water Resources Master Plan, Rate Model, Board
Policies, Information Technology Systems, major
projects, etc. The rating agencies will then utilize
the information to determine the financial soundness of
the District (rating).

e It was discussed that the rating agencies cost will be
paid out of the bond issuance and the fee will be
around $20,000 to $23,000.

e It was noted that it was important for board members to
read the “Preliminary Official Statement.” The board
should focus on the description of the District, its
service area, water supply, and the District’s projects
for accuracy.

¢ The final sale of the bonds is expected around the end
of February 2007.

Upon completion of the discussion, the Committee supported
staff's recommendation and forwarding this to the Board of
Directors as an action item.
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RESOLUTION NO. 4095

RESOLUTION OF THE BOARD OF DIRECTORS OF THE
OTAY WATER DISTRICT APPROVING AN INSTALLMENT
PURCHASE AGREEMENT, TRUST AGREEMENT,
CONTINUING DISCLOSURE AGREEMENT, PRELIMINARY
OFFICIAL STATEMENT AND NOTICE INVITING BIDS,
RELATED TO THE EXECUTION AND DELIVERY OF OTAY
WATER  DISTRICT REVENUE  CERTIFICATES OF.
PARTICIPATION; AND APPROVING AND AUTHORIZING
CERTAIN OTHER ACTIONS IN CONNECTION THEREWITH

WHEREAS, the Otay Water District, a municipal water district duly formed and existing
under and by virtue of the laws of the State of California (the “District”), owns and operates a
water system (the “Water System”) to provide for the production, acquisition, treatment and
distribution of potable and reclaimed water; and

WHEREAS, the District proposes to finance the acquisition and construction of
improvements, betterments, renovations, and expansions of certain facilities within its Water
System (the “Project”); and

WHEREAS, the Otay Service Corporation (the “Corporation”) is a nonprofit public
benefit corporation duly organized and existing under and by virtue of the laws of the State of
California formed for the purpose of assisting the District in financing capital improvements
such as the Project; and

WHEREAS, the Corporation has agreed to cause funds for the financing of the Project to
be provided for through the execution and delivery of Certificates of Participation to be
designated as the Otay Water District Revenue Certificates of Participation (2007 Water System
Project), Series 2007 (the “Certificates™) as described below; and

WHEREAS, pursuant to an Installment Purchase Agreement, dated as of March 1, 2007
(the “Installment Purchase Agreement”), between the Corporation and the District, the District
will be obligated to make installment payments (the “Installment Payments™) to the Corporation
as the purchase price of the Project; and

WHEREAS, in order to provide funds for the financing, the Corporation will assign its
rights under the Installment Purchase Agreement, including its rights to receive the Installment
Payments, to the Union Bank of California, N.A., a national banking association authorized to
conduct a trust business, duly organized and existing under the laws of the United States of
America, as trustee (the “Trustee”™), for the benefit of the owners of the Certificates; and

WHEREAS, pursuant to a Trust Agreement, dated as of March 1, 2007 (the “Trust
Agreement”), among the District, the Corporation and the Trustee, the Trustee will deliver the
Certificates, representing proportionate interests of the owners thereof in the Installment
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Payments; and

WHEREAS, the proceeds of the sale of the Certificates are to be applied to, among other
things, the costs of the Project, as provided in the Trust Agreement; and

WHEREAS, for this proposed financing, there has been presented to the District the
following documents for approval:

1. The Installment Purchase Agreement;
2. The Trust Agreement;

3. A Preliminary Official Statement for the Certificates (the “Preliminary Official
Statement™);

4. A Notice Inviting Bids; and

5. A Continuing Disclosure Agreement by and between the District and Union Bank
of California, N.A., as Dissemination Agent (the “Continuing Disclosure
Agreement”).

WHEREAS, the Installment Purchase Agreement, Trust Agreement, Preliminary Official
Statement, Notice Inviting Bids, Continuing Disclosure Agreement and other related documents
and certificates are necessary to carry out the financing of the Project;

NOW, THEREFORE, BE IT RESOLVED, ORDERED AND DETERMINED BY THE
BOARD OF DIRECTORS OF THE OTAY WATER DISTRICT, AS FOLLOWS:

Section 1. Each of the above recitals is true and correct and is adopted by the Board of
Directors of the District.

Section 2. The forms of the Installment Purchase Agreement, the Trust Agreement, and
the Continuing Disclosure Agreement (collectively, the “District Agreements”™), each in the form
presented at this meeting and on file with the Secretary of the District, and the performance by
the District of its obligations thereunder are hereby approved. Each of the President or Treasurer
of the Board of Directors, the General Manager or the Chief Financial Officer of the District, and
their written designees (each, an “Authorized Officer” and collectively, the “Authorized
Officers”) is hereby authorized and directed, for and in the name and on behalf of the District, to
execute and deliver the District Agreements in substantially said form, with such changes therein
as the Authorized Officer executing such document may approve, such approval to be
‘conclusively evidenced by the execution and delivery thereof.

Section 3. Union Bank of California, N.A. is hereby appointed to act as trustee for the
Certificates and the Certificates shall be authenticated and delivered by the Trustee to The
Depository Trust Company in the manner set forth in the Trust Agreement.
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Section 4. The form of the Preliminary Official Statement presented at this meeting is
hereby approved, and the District’s Financial Advisor is hereby authorized to distribute the
Preliminary Official Statement to prospective purchasers of the Certificates in the form hereby
approved, together with such additions thereto and changes therein as are determined necessary
by the General Manager or the Chief Financial Officer or their designees to make such
Preliminary Official Statement final as of its date for purposes of Rule 15¢2-12 of the Securities
and Exchange Commission, including but not limited to, such additions and changes as are
necessary to make all information set forth therein accurate and not misleading. The General
Manger and the Chief Financial Officer, each, individually, is hereby authorized to execute,
approve and deliver the final Official Statement in the form of the Preliminary Official Statement
with such changes as determined necessary by any Authorized Officer to make such Official
Statement complete and accurate as of its date.

Section 5. The form of the Notice Inviting Bids is approved and the District’s Financial
Advisor is authorized to solicit bids for the sale of the Certificates by publishing once in a
newspaper of general circulation in the State of California, not less than 10 days prior to receipt
of bids, a short form of the Notice Inviting Bids and to mail to prospective purchasers of the
Certificates the Notice Inviting Bids substantially in the form on file with the Secretary, together
with such changes thereto as the Chief Financial Officer or another Authorized Officer approves.
Each of the General Manager and the Chief Financial Officer and their respective designees is
authorized, on behalf of the District, to accept the bid of the lowest responsible bidder for the
Certificates provided that (i) the principal amount of the Certificates does not exceed
$42,000,000 and (ii) the true interest cost of the Certificates as calculated by the District’s
Financial Advisor does not exceed 6.0% per annum. The sale may be conducted by any means
approved by the Chief Financial Officer or his designee.

Section 6. The Chief Financial Officer or his designee are hereby authorized to (i) solicit
bids for a municipal bond insurance policy and debt service reserve fund policy, (ii) negotiate the
terms of such policies, (iii) finalize the forms of such policies with a municipal bond insurer; (iv)
cause to be incorporated into the District Agreements any changes deemed necessary or desirable
in connection with such policies, and (v) pay the insurance premium for the policy or policies
from proceeds of the sale of the Certificates if it is determined that the policy or policies will
result in interest rate savings for the District.

Section 7. Each Authorized Officer is hereby authorized and directed, acting singly, to
do any and all things and to execute and deliver any and all documents which he or she may
deem necessary or desirable in order to consummate the transactions authorized hereby and to
consummate the sale, execution and delivery of the Certificates and otherwise to carry out, give
effect to and comply with the terms and intent of this Resolution, the District Agreements and
the Certificates; and all such actions heretofore taken by such officers are hereby ratified,
confirmed and approved.



ATTACHMENT B

Section 8. This Resolution shall take effect immediately upon its passage.

PASSED, APPROVED AND ADOPTED this 7th day of February, 2007.

Gary Croucher, President of the
Board of Directors of the Otay Water District

Attest:

Susan Cruz, Secretary to the
Board of Directors of the Otay Water District
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STATE OF CALIFORNIA )
) ss
COUNTY OF SAN DIEGO )

I, Susan Cruz, Secretary to the Board of Directors of the Otay Water District, do hereby
certify that the foregoing Resolution No. 4095 was duly adopted by the Board of Directors of the
Otay Water District at a regular meeting thereof held on the 7th day of February, 2007 by the
following vote: ‘

Ayes: DIRECTORS:
Noes: DIRECTORS:
Abstain: DIRECTORS:
Absent: DIRECTORS:

Susan Cruz, Secretary to the Board of
Directors of the Otay Water District

(SEAL)
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STATE OF CALIFORNIA )
) ss
COUNTY OF SAN DIEGO )

I, Susan Cruz, Secretary to the Board of Directors of the Otay Water District, do hereby

certify that the foregoing is a full, true and correct copy of Resolution No. 4095 of said Board,
and that the same has not been amended or repealed.

DATED: ,

Susan Cruz, Secretary to the Board of
Directors of the Otay Water District

(SEAL)




ATTACHMENT C

TRUST AGREEMENT

by and among

UNION BANK OF CALIFORNIA, N.A,,
as Trustee

and
OTAY SERVICE CORPORATION
and

OTAY WATER DISTRICT

Dated as of , 2007

Relating to

$42,000,000*
OTAY WATER DISTRICT
REVENUE CERTIFICATES OF PARTICIPATION
(2007 WATER SYSTEM PROJECT), SERIES 2007

* Preliminary



TRUST AGREEMENT

THIS TRUST AGREEMENT, dated as of , 2007 (the “Trust Agreement”), by
and among the UNION BANK OF CALIFORNIA, N.A., a national banking association authorized
to conduct a trust business duly organized and existing under the laws of the United States of
America, as trustee (the “Trustee”), the OTAY SERVICE CORPORATION, a nonprofit public
benefit corporation duly organized and existing under the laws of the State of California (the
“Corporation”), and the OTAY WATER DISTRICT, a municipal water district duly formed and
existing under the laws of the State of California (the “District”);

WITNESSETH:

WHEREAS, the Corporation is authorized and empowered, among other things, to assist
the District in connection with the financing of acquisitions for, and additions, betterments,
extensions, replacements and improvements to, its Water System (capitalized terms used herein
and not otherwise defined shall have the meanings assigned such terms pursuant to Section 1.01
hereof); and

WHEREAS, in order to provide for the acquisition and construction by the District of the
additions, betterments, extensions, replacements and improvements to the Water System, all
constituting the 2007 Project, the District and the Corporation have entered into the Installment
Purchase Agreement; and

WHEREAS, pursuant to the Installment Purchase Agreement, the District is to make
certain Installment Payments to the Corporation; and

WHEREAS, the District has determined that the consummation of the transactions
contemplated by the Installment Purchase Agreement is necessary and proper for District
purposes and is for the common benefit of the District as a whole; and

WHEREAS, the Installment Payments and all of the Corporation’s rights and privileges
under the Installment Purchase Agreement (other than rights to indemnification and expenses)

have been assigned and transferred by the Corporation to the Trustee pursuant to the Assignment
Agreement; and

WHEREAS, in consideration of such assignment and the execution and delivery of this
Trust Agreement, the Trustee has agreed to execute and deliver the Certificates, with each
Certificate evidencing a proportionate ownership interest in the Installment Payments; and

WHEREAS, the Corporation and the District have determined and hereby certify that all
acts, conditions and things required by law to exist, to have happened and to have been
performed precedent to and in connection with the execution and delivery of this Trust
Agreement do exist, have happened and have been performed in regular and due time, form and
manner as required by law, and the execution and delivery of this Trust Agreement have been in
all respects duly authorized; and



NOW, THEREFORE, in consideration of the premises and the mutual agreements and
covenants herein, and for other valuable consideration, the parties hereto do hereby covenant and
agree, as follows:

ARTICLE1

DEFINITIONS; RULES OF CONSTRUCTION; CONTENTS
OF CERTIFICATES AND OPINIONS; RECITALS

Section 1.01. Definitions. Unless the context otherwise requires, the terms defined in this

section shall for all purposes hereof and of any amendment hereof or supplement hereto and of any

_report or other document mentioned herein or therein have the meanings defined herein, the

following definitions to be equally applicable to both the singular and plural forms of any of the

terms defined herein. All capitalized terms used herein and not defined herein shall have the
meanings ascribed thereto in the Installment Purchase Agreement:

Assignment Agreement. The term “Assignment Agreement” means that certain Assignment
Agreement, by and between the Corporation and the Trustee, dated as of , 2007 as

originally executed or as it may from time to time be amended or supplemented in accordance with
its terms.

Bond Insurance Policy. The term “Bond Insurance Policy” means the municipal bond

insurance policy issued by the Insurer that guarantees payment of principal of and interest with
respect to the Certificates.

Certificate Payment Fund. The term “Certificate Payment Fund” means the fund by that
name established in Section 5.02 hereof.

Certificates. The term “Certificates” means the certificates of participation executed and
delivered by the Trustee pursuant to this Trust Agreement.

Closing Date. The term “Closing Date” means the date on which the Certificates, duly
executed by the Trustee are delivered to as the original purchaser
thereof.

Code. The term “Code” means the Internal Revenue Code of 1986 and the regulations issued
thereunder, as the same may be amended from time to time and any successor provisions of law.
Reference to any particular section of the Code shall be deemed to be a reference to any successor to
any such section. '

Continuing Disclosure Agreement. The term “Continuing Disclosure Agreement” means that
certain Continuing Disclosure Agreement, dated as of , 2007, by and between the
District and Union Bank of California, N.A., as dissemination agent, as originally executed and as it
may be amended from time to time in accordance with the terms thereof.

Costs. The term “Costs” shall mean, with respect to the 2007 Project, the costs, expenses and
liabilities paid or incurred or to be paid or incurred by the District in connection with the planning,
engineering, designing, acquiring, constructing, installing, and financing of the 2007 Project or any
portion thereof, and the obtaining of all governmental approvals, certificates, permits and licenses



with respect thereto, including, but not limited to, the cost of any demolitions or relocations
necessary in connection therewith, any good faith or other similar payment or deposits, the cost of
acquisition by or for the District of real and personal property or any interests therein, costs of
physical construction and costs of the District incidental to such construction or acquisition, all costs
relating to injury and damage claims, the costs of any indemnity or surety bonds and premiums on
insurance, including obligations to a stock, mutual or reciprocal insurance company or exchange,
preliminary investigation and development costs, engineering fees and expenses, contractors’ fees
and expenses, the costs of labor, materials, equipment and utility services and supplies, legal fees and
expenses, administration and general overhead expenses and costs of keeping accounts and making
reports required by this Trust Agreement prior to or in connection with the completion of
construction, and all federal, state and local taxes and payments in lieu of taxes legally required to be
paid in connection with the 2007 Project during the period of construction thereof and shall include
reimbursements to the District for any of the above items theretofore paid by or on behalf of the
District. It is intended that this definition of Cost be broadly construed to encompass all costs,
expenses and liabilities of the District which are chargeable to the capital accounts of any portion the
2007 Project in accordance with generally accepted accounting principles.

Defeasance Obligations. The term “Defeasance Obligations” means:

1. Cash

2. U.S. Treasury Certificates, Notes and Bonds (including State and Local Government
Series — “SLGs”)

3. Direct obligations of the Treasury which have been stripped by the Treasury itself,
CATS, TIGRS and similar securities

4. Resolution Funding Corp. (“REFCORP”) Only the interest component of REFCORP
strips which have been stripped by request to the Federal Reserve Bank of New York
in book-entry form are acceptable.

5. Pre-refunded municipal bonds rated “Aaa” by Moody’s and “AAA” by S&P. If,
however, the issue is only rated by S&P (i.e., there is no Moody’s rating), then the
pre-refunded bonds must have been pre-refunded with cash, direct U.S. or U.S.
guaranteed obligations, or AAA-rated pre-refunded municipals to satisfy this
condition.

Delivery Cost Fund. The term “Delivery Cost Fund” means the fund by that name
established in Section 3.04 hereof.

Delivery Costs. The term “Delivery Costs” means all items of expense directly or indirectly
payable by or reimbursable to the District and related to the authorization, execution, sale and
delivery of the Certificates, including but not limited to costs of preparation and reproduction of
documents, printing expenses, filing and recording fees, initial fees and charges of the Trustee and
counsel to the Trustee, legal fees and charges, fees and disbursements of consultants and
professionals, rating agency fees, title insurance premiums, letter of credit fees and bond insurance
premiums (if any), fees and charges for preparation, execution and safekeeping of the Certificates

and any other cost, charge or fee in connection with the original execution and delivery of the
Certificates.



Delivery Date. The term “Delivery Date” means , 2007.

Depository or DTC. The term “Depository” or “DTC” means The Depository Trust
Company, New York, New York, a limited purpose trust company organized under the laws of the
State of New York in its capacity as securities depository for the Certificates.

Information Services. The term “Information Services” means Financial Information, Inc.’s
“Daily Called Bond Service,” 30 Montgomery Street, 10th Floor, Jersey City, New Jersey 07302;
Fitch “Called Bond Department,” 5250 Center Drive, Suite 150, Charlotte, NC 28217; S&P “Called
Bond Record,” 55 Water Street, New York, New York 10041; or, in accordance with then current
guidelines of the Securities and Exchange Commission, such other addresses and/or such other
services providing information with respect to called bonds as the District may designate in a Written
Request of the District delivered to the Trustee.

Installment Payments. The term “Installment Payments” means the installment payments
payable by the District pursuant to the Installment Purchase Agreement and in the amounts and at the
times set forth in the Installment Purchase Agreement.

Installment Payment Date. The term “Installment Payment Date” means the date on which

Installment Payments are scheduled to be paid by the District pursuant to the Installment Purchase
Agreement.

Installment Purchase Agreement. The term “Installment Purchase Agreement” means the
Installment Purchase Agreement, dated as of , 2007, by and between the District and
the Corporation, as originally executed or as it may from time to time be amended in accordance with
its terms.

Insurer. The term  “Insurer” means a
insurance company, or any successor thereto.

Interest Fund. The term “Interest Fund” means the fund by that name established in
Section 5.02 hereof.

Letter of Representations. The term “Letter of Representations” means the letter of
representations of the District on file with the Depository setting forth the basis on which the
Depository serves as depository for book-entry Certificates.

Moody’s. The term “Moody’s” means Moody’s Investors Service, a corporation duly
organized and existing under and by virtue of the laws of the State of Delaware, and its successors
and assigns, except that if such corporation shall be dissolved or liquidated or shall no longer perform
the services of a municipal securities rating agency, then the term “Moody’s” shall be deemed to
refer to any other nationally recognized municipal securities rating agency selected by the District.

Nominee. The term “Nominee” means the nominee of the Depository, which may be the
Depository, as determined from time to time pursuant to Section 2.11 hereof.



Outstanding. The term “Outstanding,” when used as of any particular time with reference to
Certificates, means (subject to the provisions of Section 11.04) all Certificates except --

) Certificates canceled by the Trustee or delivered to the Trustee for
cancellation;

(2) Certificates paid or deemed to have been paid within the meaning of
Section 10.01; and

3) Certificates in lieu of or in substitution for which other Certificates shall have
been executed and delivered by the Trustee pursuant to Section 2.10.

Owner. The term “Owner” or “Certificate Owner” or “Owner of Certificates” or any similar
term, when used with respect to the Certificates, means any person who shall be the registered owner
of any Outstanding Certificate.

Participating Underwriter. The term “Participating Underwriter” shall have the meaning
ascribed thereto in the Continuing Disclosure Agreement.

Participants. The term “Participants” means those broker-dealers, banks and other financial
institutions from time to time for which. the Depository holds book-entry certificates as securities
depository.

Payment Dates; Payment Date. The term “Payment Dates” means March 1 and September 1
in each year commencing September 1, 2007 and any date on which the unpaid Installment Payments
are declared to be due and payable immediately and provided such declaration is not rescinded or
annulled, all in accordance with Section 8.01 of the Installment Purchase Agreement.

Permitted Investments. The term “Permitted Investments” means for all purposes other than
defeasing investments in a refunding escrow account:

(a) Direct obligations of the United States of America (including obligations issued or
held in book-entry form on the books of the Department of the Treasury) or obligations the principal
of and interest on which are unconditionally guaranteed by the United States of America.

(b) Bonds, debentures, notes or other evidence of indebtedness issued or guaranteed by
any of the following federal agencies and provided such obligations are backed by the full faith and -
credit of the United States of America (stripped securities are only permitted if they have been
stripped by the agency itself):

(1) U. S. Export-Import Bank

Direct obligations or fully guaranteed certificates of beneficial ownership

(ii) Farmers Home Administration (FmHA)

Certificates of beneficial ownership

(1))  Federal Financing Bank




(iv)
)

(vi)

(vii)

(viii)

Federal Housing Administration Debentures (FHA)

General Services Administration

Participation certificates

Government National Mortgage Association (GNMA or “Ginnie Mae™)
GNMA -guaranteed mortgage-backed bonds
GNMA-guaranteed pass-through obligations

U.S. Maritime Administration

Guaranteed Title XI financing (qualified under the Ship Financing Act of
1972)

U.S. Department of Housing and Urban Development (HUD)

Project Notes

Local Corporation Bonds

(©) Bonds, debentures, notes or other evidence of indebtedness issued or guaranteed by
any of the following non-full faith and credit U.S. government agencies (stripped securities are only
permitted if they have been stripped by the agency itself):

@)

(ii)

(iii)

Federal Home Loan Bank System

Senior debt obligations

Federal Home Loan Mortgage Corporation (FHLMC or “Freddie Mac”)

Participation certificates
Senior debt obligations

Federal National Mortgage Association (FNMA or “Fannie Mae™)

Mortgage-backed securities and senior debt obligations (excluding stripped

mortgage securities which are valued greater than par on the portion of unpaid principal)

(iv)
™

(vi)

Resolution Funding Corp. (REFCORP) obligation

Farm Credit System

Consolidated systemwide bonds and notes

Student Loan Marketing Association (SLMA or “Sallic Mae”)

Senior debt obligations



(vii))  Resolution Funding Corp (REFCORP)

The interest only component of REFCORP strips which have been stripped
by request to the Federal Reserve Bank of New York

(viii)) Farm Credit System Corp. - Consolidated system-wide bonds and notes

(d Money market funds registered under the Investment Company Act of 1940, whose
shares are registered under the Securities Act of 1933, and having a rating by S&P of AAAm-G,
AAAm, or AAm and by Moody’s of Aaa, Aal or Aa2 (including those of the Trustee and its
affiliates).

(e) Certificates of deposit secured at all times by collateral described in (a) and/or (b)
above and having a maturity of one year or less. Such certificates must be issued by commercial
banks, savings and loan associations or mutual savings banks whose short-term obligations are rated
“A-1+” by S&P and “Prime-1"” by Moody’s. The collateral must be held by a third party and the
Bondholders must have a perfected first security interest in the collateral.

) Certificates of deposit, savings accounts, deposit accounts or money market deposits
which are fully insured by FDIC (including those of the Trustee and its affiliates).

() Investment Agreements, including guaranteed investment contracts, acceptable to the
Insurer.

(h) Commercial paper rated, at the time of purchase, “Prime-1” by Moody’s and “A-1+"
or better by S&P.

(1) Bonds or notes issued by any state or municipality which are rated by Moody’s and
S&P’s in one of the two highest rating categories assigned by such agencies.

G) Federal funds or bankers acceptances with a maximum term of one year of any bank
which has an unsecured, uninsured or unguaranteed obligation rating of “Prime-1” or “A3” or better
by Moody’s and “A-1+" or better by S&P.

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

0] Pre-refunded municipal bonds rated “Aaa” by Moody’s and “AAA” by S&P. If,
however, the issue is only rated by S&P (i.e., there is no Moody’s rating), then the pre-refunded
bonds must have been pre-refunded with cash, direct U.S. or U.S. guaranteed obligations, or AAA
rated pre-refunded municipals to satisfy this condition.

(m)  The Local Agency Investment Fund of the State, created pursuant to Section 16429.1
of the California Government Code, to the extent the Trustee is authorized to register such
investment in its name.



(n) Other forms of investments (including repurchase agreements) approved in writing by
the Insurer, and constituting the general obligation of a provider whose unsecured long term
obligations are rated “A” or higher by S&P.

Prepayment Fund. The term “Prepayment Fund” means the fund by that name established in
Section 5.02 hereof.

Prepayment Price. The term “Prepayment Price” means, with respect to any Certificate (or
portion thereof), the principal amount with respect to such Certificate (or portion) plus the applicable

premium, if any, payable upon prepayment thereof pursuant to the provisions of such Certificate and
this Trust Agreement.

Principal Fund. The term “Principal Fund” means the fund by that name established in
Section 5.02 hereof.

Rebate Fund. The term “Rebate Fund” means the fund by that name established in
Section 5.06 hereof.

Record Date. The term “Record Date” means, with respect to any Payment Date for the
Certificates, the fifteenth day of the calendar month prior to such Payment Date.

Reserve Fund. The term “Reserve Fund” means the fund by that name established in
Section 5.03 hereof.

Reserve Policy. The term “Reserve Policy” means the municipal bond debt service reserve
fund policy issued by Insurer guaranteeing certain payments into the Reserve Fund with respect to
the Certificates as provided therein and subject to the limitations set forth therein.

S&P. The term “S&P” means Standard & Poor’s Ratings Service, a corporation duly
organized and existing under and by virtue of the laws of the State of New York, and its successors
or assigns, except that if such entity shall be dissolved or liquidated or shall no longer perform the
services of a municipal securities rating agency, then “S&P” shall be deemed to refer to any other
nationally recognized municipal securities rating agency selected by the District.

Securities Depositories. The term “Securities Depositories” means: The Depository Trust
Company and/or such other securities depositories as the Corporation may designate in a Written
Certificate of the Corporation delivered to the Trustee and/or such other securities depositories as the
District may designate in a Written Request of the District delivered to the Trustee.

State. The term “State” means the State of California.

Statement of the Corporation or District. The term “Statement of the Corporation or District”
means a statement signed by or on behalf of (i) the Corporation by its President, Vice President,
Executive Director, Chief Financial Officer or Assistant Chief Financial Officer, or (ii) the District
by the President of its Board of Directors, General Manager or Chief Financial Officer or by any two
persons (whether or not officers of the District) who are specifically authorized by resolution of the
District to sign or execute such a document on its behalf. If and to the extent required by the
provisions of Section 1.03, each Statement of the Corporation or District shall include the statements
provided for in Section 1.03.




Tax Certificate. “Tax Certificate” means the Tax Certificate dated the Closing Date,
concerning certain matters pertaining to the use and investment of proceeds of the Certificates
executed by and delivered to the District, including any and all exhibits attached thereto.

Trust Agreement. The term “Trust Agreement” means this Trust Agreement as originally
executed or as it may from time to time be amended as provided for herein.

Trustee. The term “Trustee” means Union Bank of California, N.A., a national banking
association, duly organized and existing under and by virtue of the laws of the United States of

America, having a principal corporate trust office in Los Angeles, California, or its successor as
Trustee hereunder.

2007 Project. The term “2007 Project” means the additions, betterments, extensions,
replacements and improvements to the Water System described or provided for in Exhibit A to the
Installment Purchase Agreement.

2007 Project Fund. The term “2007 Projecf Fund” means the fund by that name established
pursuant to Section 3.05 hereof.

2007 Reserve Fund Requirement. The term “2007 Reserve Fund Requirement” means, as of
any date of calculation, an amount equal to the lesser of (i) maximum Installment Payments due in
connection with the Certificates during the then current or any future Fiscal Year or (ii)

$

Written Order of the Corporation or District, Written Request of the Corporation or District.
The terms “Written Order of the District,” “Written Order of the Corporation,” “Written Request of
the District” or “Written Request of the Corporation” mean, respectively, a written order, request or
requisition signed by or on behalf of (i) the Corporation by its President, Vice President, Executive
Director or Treasurer, or (ii) the District by the Chairman of its Board of Directors, General Manager
or Chief Financial Officer or by any two persons who are specifically authorized by resolution of the
District to sign or execute such a document on its behalf.

Section 1.02. Rules of Construction. Words of any gender shall be deemed and construed
to include all genders, and words importing persons shall include corporations and associations,
including public bodies, as well as natural persons. Unless the context otherwise indicates, words
importing the singular number shall include the plural number and vice versa.

Section 1.03. Content of Statements and Opinions. Every statement or opinion with respect
to compliance with a condition or covenant provided for in this Trust Agreement, including each
Statement of the Corporation, shall include (a) a statement that the person or persons making or
giving such statement or opinion have read such covenant or condition and the definitions herein
relating thereto; (b) a brief statement as to the nature and scope of the examination or investigation
upon which the statements or opinions contained in such statement or opinion are based; (c) a
statement that, in the opinion of the signers, they have made or caused to be made such examination
or investigation as is necessary to enable them to express an informed opinion as to whether or not
such covenant or condition has been complied with; and (d) a statement as to whether, in the opinion
of the signers, such condition or covenant has been complied with.



Any such statement or opinion made or given by an officer of the Corporation may be based,
insofar as it relates to legal or accounting matters, upon a statement or opinion of or representations
by counsel, accountants or consultants, unless such officer knows, or in the exercise of reasonable
care should have known, that the statement or opinion or representations with respect to the matters
upon which his statement or opinion may be based, as aforesaid, are erroneous. Any such statement
or opinion made or given by counsel, accountants or consultants may be based, insofar as it relates to
factual matters, upon information with respect to which is in the possession of the Corporation, or
upon the statement or opinion of or representations by an officer or officers of the Corporation,
unless such counsel, accountant or consultant knows, or in the exercise of reasonable care should
have known, that the statement or opinion or representations with respect to the matters upon which
his opinion may be based as aforesaid are erroneous.

Section 1.04. Recitals. The Recitals set forth above are incorporated and made part of this
Trust Agreement by reference as if fully set forth herein.

ARTICLE II
CERTIFICATES; TERMS AND PROVISIONS

Section 2.01. Preparation of Certificates. The Trustee is hereby authorized to execute
certificates of participation, to be denominated “Otay Water District Revenue Certificates of
Participation (2007 Water System Project), Series 2007” in an aggregate principal amount of
$42,000,000" evidencing undivided interests in Installment Payments to be paid by the District under
the Installment Purchase Agreement.

Section 2.02. Denominations; Medium and Place of Payment; Dating. The Certificates
shall be delivered in the form of fully registered Certificates in the denomination of $5,000 cach or

any integral multiple thereof; provided that no Certificate shall have principal represented thereby
maturing in more than one year.

The principal and Prepayment Price with respect to all Certificates shall be payable in lawful
money of the United States of America upon presentation and surrender thereof at the principal
corporate trust office of the Trustee in Los Angeles, California. Interest with respect to Certificates
shall be payable by check or draft of the Trustee mailed by first class mail on the Payment Dates of
such Certificates to the respective Certificate Owners of record thereof as of the close of business on
the Record Date at the addresses shown on the books required to be kept pursuant to Section 2.08 or,
upon the written request received by the Trustee of an Owner of at least $1,000,000 in aggregate
principal amount of Certificates, by wire transfer of immediately available funds to an account in the
United States designated by such Owner prior to the applicable Record Date, except in each case,
that, if and to the extent that there shall be a default in the payment of the interest due on such
Payment Date, such defaulted interest shall be paid to the Owners in whose names any such
Certificates are registered at the close of business on a special record date as determined by the
Trustee. A written notice for wire transfer shall remain in effect until otherwise specified by the
Owner who requested wire transfer.

The Certificates shall be dated the Delivery Date. Interest with respect to Certificates shall
be payable from the Payment Date next preceding their date of execution, unless such date shall be

* Preliminary
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after a Record Date and on or before the succeeding Payment Date, in which case interest shall be
payable from such Payment Date or unless such date shall be on or before the first Record Date, in
which case interest shall be payable from Closing Date, provided, however, that if, as shown by the
records of the Trustee, interest represented by the Certificates -shall be in default, Certificates
executed in exchange for Certificates surrendered for transfer or exchange shall represent interest
from the last date to which interest has been paid in full or duly provided for with respect to the
Certificates, or, if no interest has been paid or duly provided for with respect to the Certificates, from
the Closing Date.:

Section 2.03. Payment of Principal and Interest with Respect to Certificates.

(a) Certificates shall become payable on September 1 in the years and in the
amounts and with an interest component as provided in subsection (b) below at the rates, as follows:

Payment Date Principal Interest
(September 1) Amount Rate

2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025
2026
2027

Principal or Prepayment Price due with respect to the Certificates at maturity or prepayment thereof,
whichever is earlier, shall, to the extent of the aggregate principal amount stated upon the
Certificates, represent the sum of those portions of the Installment Payments designated as principal

coming due on the Installment Payment Dates immediately preceding the Payment Dates in each
year.

(b) Interest with respect to the Certificates shall be payable on each Payment
Date, continuing to and including the date of maturity or prior prepayment, whichever is earlier. Said
interest shall represent the sum of those portions of the Installment Payments designated as interest
coming due on the Installment Payment Dates, at the rates set forth in subsection (a) above. Interest
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with respect to the Certificates shall be calculated on the basis of a 360 day year of twelve 30-day
months.

Section 2.04. Form of Certificates. The Certificates and the form of assignment to appear
thereon shall be in substantially the form set forth in Exhibit A hereto with necessary or appropriate
variations, omissions and insertions as permitted or required by this Trust Agreement.

Section 2.05. Execution. The Certificates shall be executed by and in the name of the
Trustee, as trustee under this Trust Agreement, by the manual signature of an authorized officer or
signatory of the Trustee.

Section 2.06. Transfer of Certificates. Any Certificate may, in accordance with its terms,
be transferred, upon the books required to be kept pursuant to the provisions of Section 2.08, by the
person in whose name it is registered, in person or by such person’s duly authorized attorney, upon
surrender of such Certificate for cancellation at the principal corporate trust office of the Trustee in
Los Angeles, California, accompanied by delivery of a duly executed written instrument of transfer
in a form approved by the Trustee.

Whenever any Certificate or Certificates shall be surrendered for transfer, the Trustee shall
execute and deliver a new Certificate or Certificates of the same maturity, for a like aggregate
principal amount and of authorized denomination or denominations. The Trustee may charge a sum
for each new Certificate executed and delivered upon any transfer. The Trustee may require the
payment by any Certificate Owner requesting any such transfer of any tax or other governmental
charge required to be paid with respect to such transfer. Following any transfer of Certificates the
Trustee shall cancel and destroy the Certificates it has received.

Section 2.07. Exchange of Certificates. Certificates may be exchanged at the principal
corporate trust office of the Trustee in Los Angeles, California, for a like aggregate principal amount
of Certificates of other authorized denominations of the same maturity. The Trustee may charge a
sum for each new Certificate executed and delivered upon any exchange except in the case of any
exchange of temporary Certificates for definitive Certificates. The Trustee may require the payment
by the Owner requesting such exchange of any tax or other governmental charge required to be paid

with respect to such exchange. Following any exchange of Certificates the Trustee shall cancel and
destroy the Certificates it has received.

The Trustee shall not be required to register the exchange, or transfer pursuant to
Section 2.06 hereof, of any Certificate (i) within 15 days preceding selection of Certificates for
prepayment or (ii) selected for prepayment.

Section 2.08. Certificate Registration Books. The Trustee will keep or cause to be kept, at
its principal corporate trust office in Los Angeles, California, sufficient books for the registration and
transfer of the Certificates, which shall upon reasonable prior notice and at all reasonable times be
open to inspection by the Corporation or the District; and, upon presentation for such purpose, the
Trustee shall, under such reasonable regulations as it may prescribe, register or transfer or cause to be
registered or transferred, on said books, Certificates as hereinbefore provided.

The person in whose name any Certificate shall be registered shall be deemed the Owner
thereof for all purposes hereof, and payment of or on account of the interest with respect to and
principal of and Prepayment Price represented by such Certificate shall be made only to or upon the
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order in writing of such registered Owner, which payments shall be valid and effectual to satisfy and
discharge liability upon such Certificate to the extent of the sum or sums so paid.

Section 2.09. Temporary Certificates. The Certificates may be initially executed and
delivered in temporary form exchangeable for definitive Certificates when ready for delivery. The
temporary Certificates may be printed, lithographed or typewritten, shall be of such denominations as
may be determined by the Trustee, shall be in registered form and may contain such reference to any
of the provisions of this Trust Agreement as may be appropriate. Every temporary Certificate shall
be executed by the Trustee upon the same conditions and in substantially the same manner as the
definitive Certificates. If the Trustee executes and delivers temporary Certificates it will execute and
furnish definitive Certificates without delay, and thereupon the temporary Certificates may be
surrendered, for cancellation, in exchange therefor at the principal corporate trust office of the
Trustee in Los Angeles, California, and the Trustee shall deliver in exchange for such temporary
Certificates an equal aggregate principal amount of definitive Certificates of the same maturity or
maturities. Until so exchanged, the temporary Certificates shall be entitled to the same benefits
under this Trust Agreement as definitive Certificates executed and delivered hercunder.

Section 2.10. Certificates Mutilated, Lost, Destroved or Stolen. If any Certificate shall
become mutilated, the Trustee shall execute and deliver a new Certificate of like tenor, maturity and
principal amount in exchange and substitution for the Certificate so mutilated, but only upon
surrender to the Trustee of the Certificate so mutilated.

Every mutilated Certificate so surrendered to the Trustee shall be canceled by it and
destroyed. If any Certificate shall be lost, destroyed or stolen, evidence of such loss, destruction or
theft may be submitted to the Trustee, and, if such evidence is satisfactory to the Trustee and
indemnity satisfactory to the Trustee shall be given indemnifying the Trustee, the Corporation and
the District, the Trustee, at the expense of the Certificate Owner, shall execute and deliver a new
Certificate of like tenor and maturity, and numbered as the Trustee shall determine, in lieu of and in
substitution for the Certificate so lost, destroyed or stolen. The Trustee may require payment of a
sum not exceeding the actual cost of preparing each new Certificate executed under this Section and
of the expenses which may be incurred by the Trustee under this Section. Any Certificate executed
under the provisions of this Section in licu of any Certificate alleged to be lost, destroyed or stolen
shall be equally and proportionately entitled to the benefits of this Trust Agreement with all other
Certificates secured by this Trust Agreement. The Trustee shall not be required to treat both the
original Certificate and any replacement Certificate as being Outstanding for the purpose of
determining the principal amount of Certificates which may be executed hereunder or for the purpose
of determining any percentage of Certificates Outstanding hereunder, but both the original and
replacement Certificate shall be treated as one and the same. Notwithstanding any other provision of
this Section, in lieu of delivering a new Certificate for a Certificate which has been mutilated, lost,
destroyed or stolen and which has matured or has been selected for prepayment, the Trustee may
make payment of such Certificate upon receipt of indemnity satisfactory to the Trustee.

Section 2.11. Book-Entry System.

(a) Election of Book-Entry System. Prior to the execution and delivery of the
Certificates, the District may provide that such Certificates shall be initially executed and delivered
as book-entry Certificates. If the District shall elect to deliver any Certificates in book-entry form,
then the District shall cause the delivery of a separate single fully registered certificate (which may
be typewritten) for each maturity date of such Certificates in an authorized denomination
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corresponding to that total principal amount of the Certificates designated to mature on such date.
Upon initial execution and delivery, the ownership of each such Certificate shall be registered in the
Certificate registration books in the name of the Nominee, as nominee of the Depository and
ownership of the Certificates, or any portion thereof may not thereafter be transferred except as
provided in Section 2.11(e).

With respect to book-entry Certificates, the District and the Trustee shall have no
responsibility or obligation to any Participant or to any person on behalf of which such a Participant
holds an interest in such book-entry Certificates. Without limiting the immediately preceding
sentence, the District and the Trustee shall have no responsibility or obligation with respect to (i) the
accuracy of the records of the Depository, the Nominee, or any Participant with respect to any
ownership interest in book-entry Certificates, (ii) the delivery to any Participant or any other person,
other than an Owner as shown in the Certificate registration books, of any notice with respect to
book-entry Certificates, including any notice of prepayment, (iii) the selection by the Depository and
its Participants of the beneficial interests in book-entry Certificates to be prepaid in the event the
District prepays the Certificates in part, or (iv) the payment by the Depository or any Participant or
any other person, of any amount of principal of, premium, if any, or interest with respect to book-
entry Certificates. The District and the Trustee may treat and consider the person in whose name
each book-entry Certificate is registered in the Certificate registration books as the absolute Owner of
such book-entry Certificate for the purpose of payment of principal of, premium and interest with
respect to such Certificate, for the purpose of giving notices of prepayment and other matters with
respect to such Certificate, for the purpose of registering transfers with respect to such Certificate,
and for all other purposes whatsoever. The Trustee shall pay all principal of, premium, if any, and
interest with respect to the Certificates only to or upon the order of the respective Owner, as shown in
the Certificate registration books, or his respective attorney duly authorized in writing, and all such
payments shall be valid and effective to fully satisfy and discharge the District’s obligations with
respect to payment of principal of, premium, if any, and interest with respect to the Certificates to the
extent of the sum or sums so paid. No person other than an Owner, as shown in the Certificate
registration books, shall receive a Certificate evidencing the obligation to make payments of
principal of, premium; if any, and interest with respect to the Certificates. Upon delivery by the
Depository to the Owner and the Trustee, of written notice to the effect that the Depository has
determined to substitute a new nominee in place of the Nominee, and subject to the provisions herein
with respect to Record Dates, the word Nominee in this Trust Agreement shall refer to such nominee
of the Depository.

(b) . Selection of Depository. In the event (i) the Depository determines not to
continue to act as securities depository for book-entry Certificates, or (ii) the District determines that
continuation of the book-entry system is not in the best interest of the beneficial owners of the
Certificates or the District, then the District will discontinue the book-entry system with the
Depository. If the District determines to replace the Depository with another qualified securities
depository, the District shall prepare or direct the preparation of a new single, separate, fully
registered Certificate for each of the maturity dates of such book-entry Certificates, registered in the
name of such successor or substitute qualified securities depository or its Nominee as provided in
subsection 2.11(e) hereof. If the District fails to identify another qualified securities depository to
replace the Depository, then the Certificates shall no longer be restricted to being registered in such
Certificate registration books in the name of the Nominee, but shall be registered in whatever name
or names the Owners transferring or exchanging such Certificates shall designate, in accordance with
the provisions of Sections 2.06 and 2.07 hereof.
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(c) Payments To Depository. Notwithstanding any other provision of this Trust
Agreement to the contrary, so long as all Outstanding Certificates are held in book-entry form and
registered in the name of the Nominee, all payments of principal of, prepayment premium, if any,
and interest with respect to such Certificate and all notices with respect to such Certificate shall be
made and given, respectively, to the Nominee, as provided in the Letter of Representations or as
otherwise instructed by the Depository and agreed to by the Trustee notwithstanding any inconsistent
provisions herein.

(d) Transfer of Certificates to Substitute Depository.

(i) The Certificates shall be initially executed and delivered as provided
in Section 2.01 hereof. Registered ownership of such Certificates, or any portions thereof, may not
thereafter be transferred except:

(A)  to any successor of DTC or its nominee, or of any substitute
depository designated pursuant to clause (B) of subsection (i) of this Section 2.11(e) (“Substitute
Depository”); provided that any successor of DTC or Substitute Depository shall be qualified under
any applicable laws to provide the service proposed to be provided by it;

(B)  to any Substitute Depository, upon (1) the resignation of DTC
or its successor (or any Substitute Depository or its successor) from its functions as depository, or
(2) a determination by the District that DTC (or its successor) is no longer able to carry out its
functions as depository; provided that any such Substitute Depository shall be qualified under any
applicable laws to provide the services proposed to be provided by it; or

©) to any person as provided below, upon (1) the resignation of
DTC or its successor (or any Substitute Depository or its successor) from its functions as depository,
or (2) a determination by the District that DTC or its successor (or Substitute Depository or its
successor) is no longer able to carry out its functions as depository.

(i1) In the case of any transfer pursuant to clause (A) or clause (B) of
subsection (i) of this Section 2.11(e), upon receipt of all Outstanding Certificates by the Trustee,
together with a Written Request of the District to the Trustee designating the Substitute Depository, a
single new Certificate, which the District shall prepare or cause to be prepared, shall be executed and
delivered for each maturity of Certificates then Outstanding, registered in the name of such successor
or such Substitute Depository or their Nominees, as the case may be, all as specified in such Written
Request of the District. In the case of any transfer pursuant to clause (C) of subsection (i) of this
Section 2.11(e), upon receipt of all Outstanding Certificates by the Trustee, together with a Written
Request of the District to the Trustee, new Certificates, which the District shall prepare or cause to be
prepared, shall be executed and delivered in such denominations and registered in the names of such
persons as are requested in a Written Request of the District, subject to the limitations of Section 2.01
hereof, provided that the Trustee shall not be required to deliver such new Certificates within a
period of less than sixty (60) days from the date of receipt of such Written Request of the District.

(iii)  In the case of a partial prepayment or an advance refunding of any
Certificates evidencing a portion of the principal maturing in a particular year, DTC or its successor
(or any Substitute Depository or its successor) shall make an appropriate notation on such
Certificates indicating the date and amounts of such reduction in principal, in form acceptable to the
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Trustee, all in accordance with the Letter of Representations. The Trustee shall not be liable for such
Depository’s failure to make such notations or errors in making such notations.

(iv)  The District and the Trustee shall be entitled to treat the person in
whose name any Certificate is registered as the Owner thereof for all purposes of this Trust
Agreement and any applicable laws, notwithstanding any notice to the contrary received by the
Trustee or the District; and the District and the Trustee shall not have responsibility for transmitting
payments to, communicating with, notifying, or otherwise dealing with any beneficial owners of the
Certificates. Neither the District nor the Trustee shall have any responsibility or obligation, legal or
otherwise, to any such beneficial owners or to any other party, including DTC or its successor (or
Substitute Depository or its successor), except to the Owner of any Certificates, and the Trustee may
rely conclusively on its records as to the identity of the Owners of the Certificates.

ARTICLE III

DELIVERY OF CERTIFICATES;
DELIVERY COST FUND

Section 3.01. Delivery of Certificates. The Trustee is hereby authorized to execute and

deliver Certificates in an aggregate principal amount of $42,000,000%, upon the Written Order of the
District.

Section 3.02. Application of Proceeds of Certificates. The $ proceeds
received from the sale of the Certificates (representing the $42,000,000* aggregate principal amount
of the Certificates, plus $ in net original issue premium, less $
representing the Underwriter’s discount and $ representing the premiums on the Bond
Insurance Policy[ and Reserve Policy], which shall be wired directly by the Underwriter to the
Insurer on behalf of the District) shall be deposited with the Trustee and applied as follows:

(a) $ shall be transferred to the District for deposit in the
2007 Project Fund; and

(b) $ ’ shall be deposited in the Delivery Cost Fund.

Section 3.03. Validity of Certificates. The validity of the execution and delivery of the
Certificates is not dependent on and shall not be affected in any way by any proceedings taken by the
District, the Corporation or the Trustee with respect to or in connection with the Installment Purchase
Agreement. The recital contained in the Certificates that all acts, conditions and things required by
the Constitution and statutes of the State of California and this Trust Agreement to exist, to have
happened and to have been performed precedent to and in the delivery thereof do exist, have
happened and have been performed in due time, form and manner as required by law shall be
conclusive evidence of their validity and of compliance with the provisions of law in their delivery.

Section 3.04. Delivery Cost Fund. There is hereby established with the Trustee the
Delivery Cost Fund which the Trustee shall establish and maintain and hold in trust separate and
apart from other funds held by it. The moneys in the Delivery Cost Fund shall be used and
withdrawn by the Trustee to pay Delivery Costs upon submission of Written Requisitions of the

* Preliminary
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District stating the person to whom payment is to be made, the amount to be paid, the purpose for
which the obligation was incurred, that such payment is a proper charge against said fund and that
payment for such charge has not previously been made. On , 2007, or upon the earlier
Written Request of the District, all amounts remaining in the Delivery Cost Fund shall be transferred

by the Trustee to the District for deposit into the 2007 Project Fund and the Delivery Cost Fund shall
be closed.

Section 3.05. 2007 Project Fund. The District shall establish, maintain and hold a fund
separate from any other fund established and maintained by the District designated as the “Revenue
Certificates of Participation 2007 Project Fund” (the “2007 Project Fund”). Moneys in the 2007
Project Fund shall be expended for Costs of the 2007 Project in accordance with this Section.

(a) There shall be credited to the 2007 Project Fund the following amounts:

(i) the proceeds of sale of the Certificates required pursuant to Section
2.03 hereof to be transferred to the District by the Trustee for deposit in the 2007 Project Fund; and

(ii) any other funds from time to time deposited in the 2007 Project Fund
to pay Costs of the 2007 Project.

(b) The District shall disburse moneys in the 2007 Project Fund from time to
time, as needed to pay for Costs of the 2007 Project. In connection with each disbursement, the
District shall prepare a Written Order of the District containing the following information: (i) the
Written Order Number; (ii) the Capital Improvement Number (CIP) assigned by the District to the
work; (ii) the amount to be disbursed, invoice number and copy of invoice; (iii) the name and address
of the person, firm or entity to whom payment is being made; (iv) a brief, but reasonably specific
description of the nature of the obligation; (v) a statement that the District has not received or been
served with notice of any lien, right to lien or claim upon the work subject of the invoice or the right
of person or entity being compensated to receive payment therefor, which has not been released or
will not be released simultaneously with the payment of the invoice, other than materialman’s or
mechanic’s liens accruing by operation of law; (vi) a statement that, to the best of the knowledge of
the District as of the date thereof, no event of default has occurred or is continuing under this Trust
Agreement; and (vii) if the invoice relates to a portion of the 2007 Project that has been accepted, a
copy of the acceptance and notice of completion.

(c) [The District shall invest funds on deposit in the 2007 Project Fund in
Permitted Investments. ]

(d) Interest earned on amounts on deposit in the 2007 Project Fund shall be used
for Costs of the 2007 Project.

(e) Upon a determination by the District that the work on the 2007 Project has
been completed, any amounts remaining in the 2007 Project Fund and not otherwise committed for
payment of Costs related to the 2007 Project shall be withdrawn from the 2007 Project Fund and
transferred to the Trustee for deposit into the Certificate Payment Fund. After all Costs related to the
2007 Project have been paid, any amounts still in the 2007 Project Fund shall similarly be transferred
to the Trustee for deposit in the Certificate Payment Fund and the 2007 Project Fund shall be closed.
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ARTICLE IV

PREPAYMENT OF CERTIFICATES

Section 4.01. Terms of Prepayment.

(a) The Certificates shall be subject to prepayment prior to their respective stated
maturities, as a whole or in part in the order of maturity as directed by a Written Request of the
District provided to the Trustee and by lot within each maturity, on any date, in integral multiples of
$5,000 from prepaid Installment Payments made by the District from Net Proceeds, upon the terms
and conditions of, and as provided for in, Section 6.10 of this Trust Agreement, and Sections 6.09
and 6.15 of the Installment Purchase Agreement, at a Prepayment Price equal to the principal amount

thereof plus accrued interest evidenced and represented thereby to the date fixed for prepayment,
without premium.

(b) The Certificates with stated maturities on or after September 1, 2017, shall
further be subject to prepayment prior to their respective stated maturities, as a whole or in part, in
the order of maturity as directed by a Written Request of the District provided to the Trustee and by
lot within each maturity in integral multiples of $5,000, on any date, on or after September 1, 2016,
from optional prepayments of the Installment Payments made by the District pursuant to the
Installment Purchase Agreement at a prepayment price equal to the principal amount of such
Certificates to be prepaid plus accrued interest evidenced and represented thereby to the date fixed
for prepayment, without premium.

Section 4.02. Selection of Certificates for Prepayment. Whenever less than all of the
Certificates are called for prepayment, the Trustee shall select the Certificates or portions thereof to
be prepaid from the Outstanding Certificates in accordance with Section 4.01 hereof. The Trustee
shall promptly notify the District in writing of the numbers of the Certificates or portions thereof so
selected for prepayment.

Section 4.03. Notice of Prepayment. Notice of prepayment shall be mailed, first class
postage prepaid, to the respective Owners of any Certificates designated for prepayment at their
addresses appearing on the Certificate registration books and to the Information Services and by
registered or certified or overnight mail to the Securities Depositories at least 30 days but not more
than 60 days prior to the prepayment date.

With respect to any notice of optional prepayment of Certificates, such notice may state that
such prepayment shall be conditional upon the receipt by the Trustee on or prior to the date fixed for
such prepayment of moneys sufficient to pay the principal of, premium, if any, and interest with
respect to such Certificates to be prepaid and that, if such moneys shall not have been so received,
said notice shall be of no force and effect and the Trustee shall not be required to prepay such
Certificates. In the event that such notice of prepayment contains such a condition and such moneys
are not so received, the prepayment shall not be made, and the Trustee shall within a reasonable time

thereafter give notice, in the manner in which the notice of prepayment was given, that such moneys
were not so received.

Each notice of prepayment shall state the date of notice, the prepayment date, the place or

places of prepayment and the Prepayment Price, shall designate the maturities, CUSIP numbers, if
any, and, if less than all Certificates of any such maturity are to be prepaid, the serial numbers of the
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Certificates of such maturity to be prepaid by giving the individual number of each Certificate or by
stating that all Certificates between two stated numbers, both inclusive, have been called for
prepayment and, in the case of Certificates to be prepaid in part only, the respective portions of the
principal amount thereof to be prepaid. Each such notice shall also state that on said date there will
become due and payable on each of said Certificates the Prepayment Price thereof or of said
specified portion of the principal represented thereby in the case of a Certificate to be prepaid in part
only, together with interest accrued with respect thereto to the prepayment date, and that (provided
that moneys for prepayment have been deposited with the Trustee) from and after such prepayment
date interest with respect thereto shall cease to accrue, and shall require that such Certificates be then
surrendered to the Trustee. Any defect in the notice or the mailing thereof will not affect the validity
of the prepayment of any Certificate.

Notice of prepayment of Certificates shall be given by the Trustee on behalf of and at the
expense of the District.

Section 4.04. Partial Prepayment of Certificate. Upon surrender of any Certificate prepaid
in part only, the Trustee shall execute and deliver to the Owner thereof, at the expense of the District,
a new Certificate or Certificates of authorized denominations equal in aggregate principal amount to
the unprepaid portion of the Certificate surrendered and of the same interest rate and maturity.

Section 4.05. Effect of Prepayment. When notice of prepayment has been duly given as
aforesaid, and moneys for payment of the Prepayment Price of, together with interest accrued to the
prepayment date with respect to, the Certificates (or portions thereof) so called for prepayment are
held by the Trustee, the Certificates (or portions thereof) so called for prepayment shall, on the
prepayment date designated in such notice, become due and payable at the Prepayment Price
specified in such notice and interest accrued thereon to the prepayment date; and from and after the
prepayment date interest represented by the Certificates so called for prepayment shall cease to
accrue, said Certificates (or portions thereof) shall cease to be entitled to any benefit or security
under this Trust Agreement, and the Owners of said Certificates shall have no rights in respect
thereof except to receive payment of said Prepayment Price and accrued interest.

All Certificates prepaid pursuant to the provisions of this Article shall be canceled upon
surrender thereof and destroyed by the Trustee.

ARTICLE V
INSTALLMENT PAYMENTS

Section 5.01. Pledge and Deposit of Installment Payments. The Installment Payments are
hereby irrevocably pledged to, and shall be used for, the punctual payment of the Certificates, and the
Installment Payments shall not be used for any other purpose while any of the Certificates remain
Outstanding. This pledge shall constitute a first and exclusive lien on the Installment Payments in
accordance with the terms hereof.

All Installment Payments to which the Corporation may at any time be entitled (including
income or profit from investments pursuant to Section 5.04) shall be paid directly to the Trustee
pursuant to the terms of the Assignment Agreement, and if received by the Corporation at any time
shall be deposited by the Corporation with the Trustee within one business day after the receipt
thereof, and the Trustee shall deposit all Installment Payments as and when received in the
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Certificate Payment Fund. All moneys at any time deposited in the Certificate Payment Fund shall
be held by the Trustee in trust for the benefit of the Owners from time to time of the Certificates, but

shall nevertheless be disbursed, allocated and applied solely for the uses and purposes herein set
forth.

Section 5.02. Certificate Payment Fund. There is hereby established with the Trustee the
“Certificate Payment Fund,” which the Trustee covenants to maintain and hold in trust separate and
apart from other funds held by it so long as any Installment Payments remain unpaid. The Trustee
shall transfer from the Certificate Payment Fund the following amounts at the times and in the
manner hereinafter provided, and shall deposit such amounts in one or more of the following
respective funds, each of which the Trustee shall establish and maintain and hold in trust separate and
apart from other funds held by it, and each of which shall be disbursed and applied only as
hereinafter authorized. Such amounts shall be so transferred to and deposited in the following
respective funds in the following order of priority, the requirements of each such fund at the time of
deposit to be satisfied before any transfer is made to any fund subsequent in priority:

(a) Interest Fund. The Trustee, on the second business day before each Payment
Date (commencing on the second to last business day of August 2007) shall deposit in the Interest
Fund an amount representing the portion of the Installment Payments designated as interest coming
due on the next succeeding March 1 or September 1, as the case may be.

No deposit need be made into the Interest Fund so long as there shall be in such fund moneys
sufficient to pay the interest portion of all Certificates then Outstanding on the next March | or
September 1, as the case may be.

Except as hereinafter provided, moneys in the Interest Fund shall be used and withdrawn by
the Trustee solely for the purpose of paying the interest with respect to the Certificates when due and

payable (including accrued interest on any Certificates prepaid prior to maturity pursuant to this
Trust Agreement).

(b) Principal Fund. The Trustee, on the second business day before each
September 1 (commencing on the second to last business day of August 2008), shall deposit in the
Principal Fund an amount equal to the principal coming due with respect to the Certificates on the
next succeeding September 1.

No deposit need be made into the Principal Fund so long as there shall be in such fund
moneys sufficient to pay the portion of all Certificates then Outstanding designated as principal and
coming due on the next succeeding September 1.

Except as hereinafter provided, moneys in the Principal Fund shall be used and withdrawn by

the Trustee solely for the purpose of paying the principal with respect to the Certificates when due
and payable.

(©) Prepayment Fund. Moneys to be used for prepayment pursuant to
Section 4.01 hereof and paid by the District pursuant to Section 7.01 of the Installment Purchase
Agreement shall be transferred by the Trustee from the Certificate Payment Fund and deposited in
the Prepayment Fund on the prepayment date specified in the Written Request of the District filed
with the Trustee pursuant to Section 7.02 of the Installment Purchase Agreement. Said moneys shall
be set aside in the Prepayment Fund solely for the purpose of prepaying the Certificates in advance of
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their respective stated maturities and shall be applied on or after the date specified for prepayment
pursuant to Section 4.01 hereof to the payment of the Prepayment Price with respect to the
Certificates to be prepaid upon presentation and surrender of such Certificates.

Section 5.03. Reserve Fund. There is hereby established with the Trustee the “Reserve
Fund,” which the Trustee covenants to maintain and hold in trust separate and apart from other funds
held by it so long as any Installment Payments remain unpaid. The Trustee shall deposit in the
Reserve Fund the amounts required to be deposited therein pursuant to the Installment Purchase
Agreement and this Trust Agreement and apply moneys in the Reserve Fund in accordance with this
Section 5.03. The 2007 Reserve Fund Requirement will initially be funded with the Reserve Policy.

(a) Deposits. If one business day prior to any Payment Date the moneys in the
Certificate Payment Fund are insufficient to make the payments required by this Trust Agreement
with respect to Certificates on such Payment Date, the Trustee shall transfer from the Reserve Fund
to the Certificate Payment Fund the amount of such insufficiency. In the event that the Trustee has
transferred moneys from the Reserve Fund to the Certificate Payment Fund in accordance with this
Section 5.03, upon receipt of the moneys from the District to increase the balance in the Reserve

Fund to the 2007 Reserve Fund Requirement, the Trustee shall deposit such moneys in the Reserve
Fund.

(b) Withdrawal of Amounts of Deposit. 1f the amount available and contained in
the Reserve Fund exceeds an amount equal to the 2007 Reserve Fund Requirement and if the District
is not then in default under the Installment Purchase Agreement, the Trustee shall semiannually on or
before March 1 and September 1 withdraw the amount of such excess from the Reserve Fund and
shall deposit such amount in the Certificate Payment Fund, and for this determination the Trustee
shall make a valuation of the Reserve Fund as often as it may deem appropriate, and in any event on
or before March 1 and September 1 in each year. In addition, the Trustee shall, on the date all or any
portion of the Certificates are discharged in accordance with Section 10.02 hereof; value the Reserve
Fund in accordance with this Section and withdraw the excess, if any, on deposit in the Reserve Fund
and transfer such amount to or in accordance with the written direction of the District. Except for
such withdrawals, all moneys in the Reserve Fund shall be used and withdrawn by the Trustee solely

for the purpose of paying principal and interest with respect to the Certificates in the event that no
other moneys of the District are available therefor.

(©) Draws from Reserve Policy, Additional Funding Instruments. In the event
and to the extent that moneys on deposit in the Interest Fund and Principal Account, plus all amounts
on deposit in and credited to the Reserve Fund in excess of the amount of the Reserve Policy, are
insufficient, as of the second Business Day preceding an Payment Date, to pay the amount of
principal and interest with respect to the Certificates on such Payment Date, the Trustee shall execute
and deliver to the Insurer a demand for payment in the amount of such insufficiency, up to but not in
excess of the amount of the Reserve Policy coverage; provided, however, that in the event that the
amount on deposit in, or credited to, the Reserve Fund, in addition to the amount available under the
Reserve Policy, includes amounts available under a letter of credit, insurance policy, surety bond or
other such funding instrument (the “Additional Funding Instrument”), draws on the Reserve Policy
and the Additional Funding Instrument shall be made on a pro rata basis to fund the insufficiency.
. The Trustee shall, after submitting to the Insurer the demand for payment as provided above, make
available to Insurer all records relating to the funds and accounts maintained under this Trust
Agreement. The Trustee shall, upon receipt of moneys received from the draw on the Reserve
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Policy, as specified in the demand for payment, credit the Reserve Fund to the extent of moneys
received pursuant to such demand for payment.

(d) Deposit of Substitute Policy or Additional Funding Instrument. With the
written consent of the Insurer, the District may replace the Reserve Policy, in whole or in part, by
depositing with the Trustee one or more policies of insurance, letters of credit or surety bonds in an
aggregate amount sufficient to meet the 2007 Reserve Fund Requirement, if the following
requirements are met: (i) a surety bond or other financial undertaking issued by a financial institution
may be deposited if the unsecured obligations of or the claims paying ability of such financial
institution has the highest rating then issued by S&P and Moody’s, or (ii) a policy of insurance issued
by an insurance company, if the obligations insured by such company have the highest rating then
issued by S&P or Moody’s, delivered to the Trustee to satisfy the obligation to deposit moneys to the
Reserve Account in connection with the Certificates; and (iii) as long as the Certificates are insured,
an opinion of counsel acceptable to the Insurer and in form and substance satisfactory to the Insurer.

Section 5.04. Investment of Moneys in Special Funds. Any moneys in the Delivery Cost
Fund, the Certificate Payment Fund, the Interest Fund, the Principal Fund, the Reserve Fund and the
Prepayment Fund shall be invested upon the Written Request of the District, by the Trustee, in
Permitted Investments which will mature on or before the dates when such moneys are scheduled to

be needed for payment from such fund. Securities acquired as an investment of moneys in a fund
shall be credited to such fund.

In the absence of written investment direction from the District, the Trustee shall invest
moneys held by it solely in Permitted Investments specified in clause (d) of the definition thereof.

Any interest, profit or other income on such investments will be deposited when received by
the Trustee in the Reserve Fund to the extent the amount available and contained therein is less than

the 2007 Reserve Fund Requirement and thereafter in the Certificate Payment Fund established
hereunder.

Subject to the further provisions of Section 6.03 hereof; the Trustee may sell or present for
prepayment any obligations so purchased at the direction of the District whenever it shall be
necessary in order to provide moneys to meet any payment, and the Trustee shall not be liable or
responsible for any loss resulting from such investment. The Trustee or an affiliate may act as
principal or agent in the acquisition or disposition of any investment and shall be entitled to its
customary fee therefor. The Trustee may commingle any of the funds or accounts established
pursuant to this Trust Agreement into a separate fund or funds for investment purposes only;
provided, however, that all funds or accounts held by the Trustee hereunder shall be accounted for
separately notwithstanding such commingling.

Section 5.05. Pledge of Moneys in Funds. All amounts on deposit in the, the Certificate
Payment Fund, the Interest Fund, the Principal Fund, the Prepayment Fund and the Reserve Fund are
hereby irrevocably pledged to the Owners of the Certificates as provided herein. This pledge shall
constitute a first and exclusive lien on the Delivery Cost Fund, the Certificate Payment Fund, the
Interest Fund, the Principal Fund, the Prepayment Fund and the Reserve Fund for the benefit of the
Owners of the Certificates in accordance with the terms hereof and of the Installment Purchase

Agreement. Amounts deposited in the Rebate Fund are not pledged to the Owners of the
Certificates.
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Section 5.06. Rebate Fund.

(a) General. The Trustee shall establish a special fund to be known as the Rebate
Fund. All amounts at any time on deposit in the Rebate Fund shall be held by the Trustee in trust, to
the extent required to satisfy the requirement to make rebate payments to the United States (the
“Rebate Requirement”) pursuant to Section 148 of the Code and the Treasury Regulations
promulgated thereunder. Such amounts shall be free and clear of any lien under this Trust
Agreement and shall be governed by this Section and Section 6.03 of this Trust Agreement and by
the Tax Certificate. The Trustee shall be deemed conclusively to have complied with the Rebate
Requirement if it follows the directions of the District, and shall have no independent responsibility

to, or liability resulting from its failure to, enforce compliance by the District with the Rebate
Requirement.

(b) Deposits.

(1) Within 45 days of the end of each Certificate Year (as such term is
defined in the Tax Certificate), (A) the District shall calculate or cause to be calculated with respect
to the Certificates the amount that would be considered the “rebate amount” within the meaning of
Section 1.148-3 of the Treasury Regulations, using as the “computation date” for this purpose the end
of such Certificate Year, and (B) upon the Written Request of the District, the Trustee shall deposit to
the Rebate Fund from deposits from the District, if and to the extent required, amounts sufficient to
cause the balance in the Rebate Fund to be equal to the “rebate amount” so calculated.

(i1) The Trustee shall not be required to deposit any amount to the Rebate
Fund in accordance with the preceding paragraph if the amount on deposit in the Rebate Fund prior
to the deposit required to be made under this subsection (b) equals or exceeds the “rebate amount”
calculated in accordance with the preceding paragraph. Such excess may be withdrawn from the
Rebate Fund to the extent permitted under subsection (g) of this Section.

(iii)  The District shall not be required to calculate the “rebate amount,”
and the Trustee shall not be required to deposit any amount to the Rebate Fund in accordance with
this subsection (b), with respect to all or a portion of the proceeds of the Certificates (including
amounts treated as proceeds of the Certificates) (1) to the extent such proceeds satisfy the
expenditure requirements of Section 148(f)(4)(B) or Section 148(f)(4)(C) of the Code or Section
1.148-7(d) of the Treasury Regulations, whichever is applicable, and otherwise qualify for the
exception to the Rebate Requirement pursuant to whichever of said sections is applicable, (2) to the
extent such proceeds are subject to an election by the District under Section 148(f)(4)(C)(vii) of the
Code to pay a 12% penalty in lieu of arbitrage rebate in the event any of the percentage expenditure
requirements of Section 148(f)(4)(C) are not satisfied, or (3) to the extent such proceeds qualify for
the exception to arbitrage rebate under Section 148(f)(4)(A)(ii) of the Code for amounts in a “bona
fide debt service fund.” In such event, and with respect to such amounts, the District shall provide
written direction to the Trustee that the Trustee shall not be required to deposit any amount to the
Rebate Fund in accordance with this subsection (b).

(c) Withdrawal Following Payment of Certificates. Any funds remaining in the
Rebate Fund after prepayment of all the Certificates and any amounts described in paragraph (ii) of
subsection (d) of this Section, or provision made therefor satisfactory to the Trustee, including
accrues interest and payment of any applicable fees to the Trustee, shall be withdrawn by the Trustee
and remitted to the District.
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(d) Withdrawal for Payment of Rebate. Upon the Written Request of the District,
but subject to the exceptions contained in subsection (b) of this Section to the requirement to
calculate the “rebate amount” and make deposits to the Rebate Fund, the Trustee shall pay to the
United States, from amounts on deposit in the Rebate Fund:

(i) not later than 60 days after the end of (A) the fifth Certificate Year,
and (B) each fifth Certificate Year thereafter, an amount that, together with all previous rebate
payments, is equal to at least 90% of the “rebate amount” calculated as of the end of such Certificate
Year in accordance with Section 1.148 3 of the Treasury Regulations; and

(i1) not later than 60 days after the payment of all Certificates, an amount
equal to 100% of the “rebate amount” calculated as of the date of such payment (and any income
attributable to the “rebate amount” determined to be due and payable) in accordance with Section
1.148 3 of the Treasury Regulations.

(e) Rebate Payments. Each payment required to be made pursuant to subsection
(d) of this Section shall be made to the Internal Revenue Service Center, Ogden, Utah 84201 on or
before the date on which such payment is due, and shall be accompanied by Internal Revenue Service
Form 8038, which shall be completed by or on behalf of the District and provided to the Trustee.

® Deficiencies in the Rebate Fund. In the event that, prior to the time any
payment is required to be made from the Rebate Fund, the amount in the Rebate Fund is not
sufficient to make such payment when such payment is due, the District shall calculate the amount of
such deficiency and direct the Trustee to deposit an amount received from the District equal to such
deficiency into the Rebate Fund prior to the time such payment is due.

() Withdrawals of Excess Amounts. In the event that immediately following the
calculation required by subsection (b) of this Section, but prior to any deposit made under said
subsection, the amount on deposit in the Rebate Fund exceeds the “rebate amount” calculated in
accordance with said subsection, upon Written Request of the District, the Trustee shall withdraw the
excess from the Rebate Fund and credit such excess to the Certificate Payment Fund.

(h) Record Keeping. The District shall retain records of all determinations made
hereunder until six years after the complete retirement of the Certificates.

(i) Survival of Defeasance. Notwithstanding anything in this Trust Agreement to
the contrary, the Rebate Requirement shall survive the defeasance or payment in full of the
Certificates.

Section 5.07. Payment Procedure Pursuant to the Bond Insurance Policy. If, on the third
Business Day prior to the related scheduled Interest Payment Date or the date to which Certificate
maturity has been accelerated (“Insurance Payment Date”) there is not on deposit with the Trustee,
after making all transfers and deposits required under this Trust Agreement, moneys sufficient to pay
the principal of and interest with respect to the Certificates due on such Insurance Payment Date, the
Trustee shall give notice to the Insurer and to its designated agent (if any) (the “Insurer’s Fiscal
Agent”) by telephone or telecopy of the amount of such deficiency by p.m., time,
on such Business Day. If, on the second Business Day prior to the related Insurance Payment Date,
there continues to be a deficiency in the amount available to pay the principal of and interest with
respect to the Certificates due on such Insurance Payment Date, the Trustee shall make a claim under
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the Bond Insurance Policy and give notice to the Insurer and the Insurer’s Fiscal Agent (if any) by
telephone of the amount of such deficiency, and the allocation of such deliciency between the
amount required to pay interest with respect to the Certificates and the amount required to pay
principal with respect to the Certificates, confirmed in writing to the Insurer and the Insurer’s Fiscal
Agent by p.m., time, on such second Business Day by filling in the form of Notice of
Claim and Certificate delivered with the Bond Insurance Policy.

[In the event the claim to be made is for a mandatory sinking fund prepayment, upon receipt
of the moneys due, the Trustee shall authenticate and deliver to affected Certificateholders who
surrender their Certificates a new Certificate or Certificates in an aggregate principal amount equal to
the unprepaid principal portion of the Certificate surrendered. The Trustee shall designate any
portion of payment of principal represented by Certificates paid by the Insurer, whether by virtue of
mandatory sinking fund prepayment, maturity or other advancement of maturity, on its books as a
reduction in the principal amount of Certificates registered to the then current Certificateholder,
whether DTC or its nominee or otherwise, and shall issue a replacement Certificate to the Insurer,
registered in the name of the Insurer, in a principal amount equal to the amount of principal so paid
(without regard to authorized denominations); provided that the Trustee’s failure to so designate any
payment or issue any replacement Certificate shall have no effect on the amount of principal or

interest payable by the District with respect to any Certificate or the subrogation rights of the
Insurer. ]

The Trustee shall keep a complete and accurate record of all funds deposited by the Insurer
into the Policy Payments Account (as defined below) and the allocation of such funds to payment of
interest on and principal paid in respect of any Certificate. The Insurer shall have the right to inspect
such records at reasonable times upon reasonable notice to the Trustee.

Upon payment of a claim under the Bond Insurance Policy the Trustee shall establish a
“Policy Payments Account” which the Trustee covenants to maintain and hold in trust separate and
apart from other funds held by it for the benefit of Certificateholders and over which the Trustee shall
have exclusive control and sole right of withdrawal. The Trustee shall receive any amount paid
under the Bond Insurance Policy in trust on behalf of Certificateholders and shall deposit any such
amount in the Policy Payments Account and distribute such amount only for purposes of making the
payments for which a claim was made. Such amounts shall be disbursed by the Trustee to
Certificateholders in the same manner as principal and interest payments are to be made with respect
to the Certificates under Article II hereof. It shall not be necessary for such payments to be made by
checks or wire transfers separate from the check or wire transfer used to pay principal and interest
with respect to Certificates with other funds available to make such payments.

Funds held in the Policy Payments Account shall not be invested by the Trustee and may not
be applied to satisfy any costs, expenses or liabilities of the Trustee.

Any funds remaining in the Policy Payments Account following an Interest Payment Date
shall promptly be remitted to the Insurer.

The Insurer shall, to the extent it makes any payment of principal of or interest with respect

to the Certificates, become subrogated to the rights of the recipients of such payments in accordance
with the terms of the Bond Insurance Policy.
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On or after an Event of Default, the District shall pay or reimburse the Insurer any and all
charge, fees, costs and expenses which the Insurer may reasonably pay or incur in connection with
(i) the administration, enforcement, defense or preservation of any rights or security in this Trust
Agreement or the Installment Purchase Agreement (ii) the pursuit of any remedies under this Trust
Agreement or the Installment Purchase Agreement or otherwise afforded by law or equity, (iii) any
amendment, waiver or other action with respect to, or related to, whether or not executed or
completed, (iv) the violation by the District of any law, rule or regulation, or any judgment, order or
decree applicable to it or (v) any litigation or other dispute in connection with this Trust Agreement
or the Installment Purchase Agreement or the transactions contemplated thereby, other than amounts
resulting from the failure of the Insurer to honor its obligations under the Bond Insurance Policy.]

ARTICLE VI
COVENANTS

Section 6.01. Corporation and District to Perform Installment Purchase Agreement. The
Corporation and District covenant and agree with the Owners of the Certificates to perform all
obligations and duties imposed on them under the Installment Purchase Agreement and, together
with the Trustee, to enforce such Installment Purchase Agreement against the other party thereto in
accordance with its terms.

The Corporation and the District will in all respects promptly and faithfully keep, perform
and comply with all the terms, provisions, covenants, conditions and agreements of the Installment
Purchase Agreement to be kept, performed and complied with by it.

The Corporation and the District agree not to do or permit anything to be done, or omit or
refrain from doing anything, in any case where any such act done or permitted to be done, or any
such omission of or refraining from action, would or might be a ground for cancellation or
termination of the Installment Purchase Agreement.

Section 6.02. Budgets. On or prior to the fifteenth day of each Fiscal Year, the District
shall certify to the Trustee that the amounts budgeted for payment of Installment Payments are fully
adequate for the payment of all Installment Payments due under the Installment Purchase Agreement
for such Fiscal Year. If the amounts so budgeted are not adequate for the payment of Installment
Payments due under the Installment Purchase Agreement, the District will take such action as may be
necessary to cause such annual budget to be amended, corrected or augmented so as to include
therein the amounts required to be raised by the District in the then ensuing Fiscal Year for the
payment of Installment Payments due under the Installment Purchase Agreement and will notify the
Trustee of the proceedings then taken or proposed to be taken by the District.

Section 6.03. Tax Covenants.

(a) General. The District hereby covenants with the Owners of the Certificates
that, notwithstanding any other provisions of this Installment Purchase Agreement, it shall not take
any action, or fail to take any action, if any such action or failure to take action would adversely
affect the exclusion from gross income of interest on the Certificates under Section 103 of the Code.
The District shall not, directly or indirectly, use or permit the use of proceeds of the Certificates or
any of the property financed or refinanced with proceeds of the Certificates, or any portion thereof,
by any person other than a governmental unit (as such term is used in Section 141 of the Code), in
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such manner or to such extent as would result in the loss of exclusion from gross income for federal
income tax purposes of interest on the Certificates.

(b) Use of Proceeds. The District shall not take any action, or fail to take any
action, if any such action or failure to take action would cause the Certificates to be “private activity
bonds” within the meaning of Section 141 of the Code, and in furtherance thereof, shall not make any
use of the proceeds of the Certificates or any of the property financed or refinanced with proceeds of
the Certificates, or any portion thereof, or any other funds of the District, that would cause the
Certificates to be “private activity bonds” within the meaning of Section 141 of the Code. To that
end, so long as any Certificates are outstanding, the District, with respect to such proceeds and
property and such other funds, will comply with applicable requirements of the Code and all
regulations of the United States Department of the Treasury issued thereunder and under Section 103
of the Internal Revenue Code of 1954, as amended (the “1954 Code”), to the extent such
requirements are, at the time, applicable and in effect. The District shall establish reasonable
procedures necessary to ensure continued compliance with Section 141 of the Code (or, if applicable,
the 1954 Code) and the continued qualification of the Certificates as “governmental bonds.”

(c) Arbitrage. The District shall not, directly or indirectly, use or permit the use
of any proceeds of any Certificates, or of any property financed thereby, or other funds of the
District, or take or omit to take any action, that would cause the Certificates to be “arbitrage bonds”
within the meaning of Section 148 of the Code. To that end, the District shall comply with all
requirements of Section 148 of the Code and all regulations of the United States Department of the
Treasury issued thereunder to the extent such requirements are, at the time, in effect and applicable to
the Certificates.

(d) Federal Guarantee. The District shall not make any use of the proceeds of
the Certificates or any other funds of the District, or take or omit to take any other action, that would
cause the Certificates to be “federally guaranteed” within the meaning of Section 149(b) of the Code.

(e) 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.

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

(2) Compliance with Tax Certificate. In furtherance of the foregoing tax
covenants of this Section 6.03, the District covenants that it will comply with the provisions of the
Tax Certificate, which is incorporated herein as if fully set forth herein. These covenants shall
survive payment in full or defeasance of the Certificates.

Section 6.04. Accounting Records and Reports. The Trustee shall keep or cause to be kept
proper books of record and account in which complete and correct entries shall be made of all
transactions made by it relating to the receipts, disbursements, allocation and application of the
Installment Payments, and such books shall be available upon reasonable prior notice for inspection
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by the District and by any Owner of Certificates, or his agent or representative, at reasonable hours
and under reasonable conditions. Each month, so long as the Certificates are Outstanding, the
Trustee shall furnish to the District a statement covering receipts, disbursements, allocation and
application of amounts on deposit in the funds and accounts created hereunder held by it.

Section 6.05. Compliance with Trust Agreement. The Trustee will not execute, or permit
to be executed, any Certificates in any manner other than in accordance with the provisions of this
Trust Agreement, and the District will not suffer or permit any default by it to occur under this Trust

Agreement, but will faithfully observe and perform all the covenants, conditions and requirements
hereof.

Section 6.06. Observance of Laws and Regulations. To the extent necessary to assure their
performance hereunder, the Corporation and the District will well and truly keep, observe and
perform all valid and lawful obligations or regulations now or hereafter imposed on them by contract,
or prescribed by any law of the United States of America, or of the State, or by any officer, board or
commission having jurisdiction or control, as a condition of the continued enjoyment of any and
every right, privilege or franchise now owned or here-after acquired by the Corporation or the
District, respectively, including its right to exist and carry on its business, to the end that such
contracts, rights and franchises shall be maintained and preserved, and shall not become abandoned,
forfeited or in any manner impaired.

Section 6.07. Compliance with Contracts. The District shall comply with the terms,
covenants and provisions, express or implied, of all contracts for the use of the 2007 Project by the
District, and all other contracts and agreements affecting or involving the 2007 Project to. the extent
that the District is a party thereto.

Section 6.08. Prosecution and Defense of Suits. The District shall promptly, upon request
of the Trustee or any Certificate Owner, from time to time take such action as may be necessary or
proper to remedy or cure any defect in or cloud upon the title to the Water System or any part
thereof, whether now existing or hereafter developing, shall prosecute all such suits, actions and
other proceedings as may be appropriate for such purpose and shall indemnify and save the Trustee,
the Corporation and every Certificate Owner harmless from all loss, cost, damage and expense,

including attorneys’ fees, which they or any of them may incur by reason of any such defect, cloud,
suit, action or proceeding.

The District shall defend against every suit, action or proceeding at any time brought against
the Trustee, the Corporation or any Certificate Owner upon any claim arising out of the receipt,
application or disbursement of any of the Installment Payments or involving the rights of the Trustee,
the Corporation or any Certificate Owner under this Trust Agreement; provided that the Trustee, the
Corporation or any Certificate Owner at such party’s election may appear in and defend any such
suit, action or proceeding. The District shall indemnify and hold harmless the Trustee, the
Corporation and the Certificate Owners against any and all liability claimed or asserted by any
person, arising out of such receipt, application or disbursement, and shall indemnify and hold
harmless the Certificate Owners against any attorneys’ fees or other expenses which any of them may
incur in connection with any litigation to which any of them may become a party by reason of
ownership of Certificates. The District shall promptly reimburse the Corporation or any Certificate
Owner in the full amount of any attorneys’ fees or other expenses which the Corporation or such
Owner may incur in litigation or otherwise in order to enforce such party’s rights under this Trust
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Agreement or the Certificates, provided that such litigation shall be concluded favorably to such
party’s contentions therein.

Section 6.09. Recordation and Filing. The Trustee, upon written direction of the District,
shall record, register, file, renew, refile and re-record all such documents, including financing
statements, as may be required by law in order to maintain a security interest in this Trust Agreement
and the Assignment Agreement, all in such manner, at such times and in such places as may be
required by, and to the extent permitted by, law in order fully to preserve, protect and perfect the
security of the Certificate Owners and the rights and security interests of the Trustee. The Trustee,
upon written direction of the District, shall (subject to Section 8.05) do whatever else may be

necessary or be reasonably required in order to perfect and continue the lien of this Trust Agreement
and the Assignment Agreement.

Section 6.10. Eminent Domain. If all or any part of the 2007 Project shall be taken by
eminent domain proceedings (or sold to a government threatening to exercise the power of eminent
domain), the Net Proceeds therefrom shall be applied in the manner specified in Section 6.15 of the
Installment Purchase Agreement.

Section 6.11. Further Assurances. Whenever and so often as requested so to do by the
Trustee or any Certificate Owner, the Corporation and the District will promptly execute and deliver
or cause to be executed and delivered all such other and further instruments, documents or
assurances, 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
Certificate Owners all rights, interest, powers, benefits, privileges and advantages conferred or
intended to be conferred upon them by this Trust Agreement.

Section 6.12. Continuing Disclosure. The District hereby covenants and agrees that it will
comply with and carry out all of the provisions of the Continuing Disclosure Agreement.
Notwithstanding any other provision of this Trust Agreement, failure of the District to comply with
the Continuing Disclosure Agreement shall not be considered an Event of Default; however, the
Trustee may (and, at the request of the Participating Underwriter or the Owners of at least 25%
aggregate principal amount of Outstanding Certificates and upon receipt of indemnification
acceptable to the Trustee, shall) or any Owner of Certificates or Beneficial Owner may take such
actions as may be necessary and appropriate, including seeking mandate or specific performance by
court order, to cause the District to comply with its obligations under this Section. For purposes of
this Section, “Beneficial Owner” means any person which (a) has the power, directly or indirectly, to
vote or consent with respect to, or to dispose of ownership of, any Certificates (including persons
holding Certificates through nominees, depositories or other intermediaries), or (b) is treated as the
owner of any Certificates for federal income tax purposes.”

ARTICLE VII
DEFAULT AND LIMITATION OF LIABILITY

Section 7.01. Notice of Non-Payment. In the event of delinquency in the payment of any
Installment Payments due by the District pursuant to the Installment Purchase Agreement, the
Trustee shall, after one business day following the date upon which such delinquent Installment
Payment was due, immediately give written notice of the delinquency and the amount of the
delinquency to the District and the Corporation and so long as the Bond Insurance Policy is in full
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force and effect, to the Insurer. Notwithstanding any other provision of this Trust Agreement, the
Trustee shall immediately notify Insurer if at any time there are insufficient moneys to make any
payments of principal and/or interest as required and immediately upon the occurrence of any Event
of Default under this Trust Agreement.

Section 7.02. Action on Default or Termination. Upon the occutrence of an Event of
Default, which event shall constitute a default hereunder, and in each and every such case during the
continuance of such Event of Default, the Trustee or the Owners of not less than a majority in
aggregate principal amount of Certificates at the time Outstanding shall at the written direction of
Insurer so long as the Bond Insurance Policy is in full force and effect, and shall be entitled, with the
written consent of Insurer so long as the Bond Insurance Policy is in full force and effect, in each
case upon notice in writing to the District, to exercise the remedies provided to the Corporation in the
Installment Purchase Agreement.

Upon declaration of the entire principal amount of the unpaid Installment Payments and the
accrued interest thereon to be due and payable immediately and provided such declaration is not
rescinded or annulled, all in accordance with Section 8.01 of the Installment Purchase Agreement,
the Trustee may apply all moneys received as Installment Payments and all moneys held in any fund
or account hereunder to the payment of the entire principal amount of the Certificates and the
accrued interest with respect thereto, with interest on the overdue Certificates at the rate or rates of
interest applicable to the Certificates if paid in accordance with their terms.

Section 7.03. Other Remedies of the Trustee. The Trustee shall at the written direction of
Insurer so long as the Bond Insurance Policy is in full force and effect, and shall have the right with
the written consent of Insurer so long as the Bond Insurance Policy is in full force and effect --

(a) by mandamus or other action or proceeding or suit at law or in equity to
enforce its rights against the District or any director, officer or employee thereof, and to compel the
District or any such director, officer or employee to perform or carry out its or his duties under law
and the agreements and covenants required to be performed by it or him contained herein;

(b) by suit in equity to enjoin any acts or things which are unlawful or violate the
rights of the Trustee; or

(©) by suit in equity upon the happening of any default hereunder to require the
District and its directors, officers and employees to account as the trustee of an express trust.

Section 7.04. Non-Waiver. A waiver of any default or breach of duty or contract by the
Trustee shall not affect any subsequent default or breach of duty or contract or impair any rights or
remedies on any such subsequent default or breach of duty or contract; provided however that so
long as the Bond Insurance Policy is in full force and effect, the Trustee shall not waive any default
or breach of duty or contract without the written consent of Insurer. No delay or omission by the
Trustee to exercise any right or remedy accruing upon any default or breach of duty or contract shall
impair any such right or remedy or shall be construed to be a waiver of any such default or breach of
duty or contract or an acquiescence therein, and every right or remedy conferred upon the Trustee by
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.
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If any action, proceeding or suit to enforce any right or to exercise any remedy is abandoned
or determined adversely to the Trustee, the Trustee 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.

Section 7.05. Remedies Not Exclusive. No remedy herein conferred upon or reserved to
the Trustee is intended to be exclusive. of any other remedy, and each such remedy shall be
cumulative and shall be in addition to every other remedy given hereunder or now or hereafter
existing in law or in equity or by statute or otherwise and may be exercised without exhausting and
without regard to any other remedy conferred by any law.

Section 7.06. No Obligation by the District to Owners. Except for the payment of
Installment Payments when due in accordance with the Installment Purchase Agreement and the
performance of the other covenants and agreements of the District contained in said Installment
Purchase Agreement and herein, the District shall have no obligation or liability to the Owners of the
Certificates with respect to this Trust Agreement or the execution, delivery or transfer of the
Certificates, or the disbursement of Installment Payments to the Owners by the Trustee; provided
however that nothing contained in this Section shall affect the rights, duties or obligations of the
Trustee expressly set forth herein.

Section 7.07. Trustee Appointed Agent for Certificateowners; Direction of Proceedings.
The Trustee is hereby appointed the agent and attorney of the Owners of all Certificates Outstanding
hereunder for the purpose of filing any claims relating to the Certificates. The Owners of a majority
in aggregate principal amount of the Certificates Outstanding hereunder shall, upon tender to the
Trustee of reasonable indemnity against the costs, expenses and liabilities to be incurred in
compliance with such direction, have the right to direct the method and place of conducting all
remedial proceedings by the Trustee, with the written consent of Insurer so long as the Bond
Insurance Policy is in full force and effect, provided such direction shall be in accordance with law
and the provisions of this Trust Agreement and that the Trustee shall have the right to decline to
follow any such direction which in the opinion of the Trustee would be unjustly prejudicial to
Certificate Owners not parties to such a direction.

Section 7.08. Power of Trustee to Control Proceedings. In the event that the Trustee, upon
the happening of an Event of Default, shall have taken any action, by judicial proceedings or
otherwise, pursuant to its duties hereunder, whether upon its own discretion or upon the request of
the Owners of a majority in aggregate principal amount of the Certificates then Outstanding pursuant
to Section 7.07 hereof or upon the written direction of Insurer so long as the Bond Insurance Policy is
in full force and effect, it shall have full power, in the exercise of its discretion for the best interests
of the Owners of the Certificates, with respect to the continuance, discontinuance, withdrawal,
compromise, settlement or other disposal of such action; provided, however, that the Trustee shall
not, unless there no longer continues an Event of Default hereunder, discontinue, withdraw,
compromise or settle, or otherwise dispose of, any litigation pending at law or in equity, if at the time
there has been filed with it a written request signed by the Owners of at least a majority in principal
amount of the Certificates Outstanding hereunder opposing such discontinuance, withdrawal,
compromise, settlement or other disposal of such litigation; provided further, however, that the
Trustee shall not discontinue, withdraw, compromise or settle, or otherwise dispose of, any such

litigation without the written consent of [nsurer so long as the Bond Insurance Policy is in full force
and effect.
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Section 7.09. Limitation on Certificate Owners’ Right to Sue. No Owner of any Certificate
executed and delivered hereunder shall have the right to institute any suit, action or proceeding at law
or in equity, for any remedy under or upon this Trust Agreement, unless (a) such Owner shall have
previously given to the Trustee written notice of the occurrence of an Event of Default hereunder;
(b) the Owners of at least a majority in aggregate principal amount of all the Certificates then
Outstanding shall have made written request upon the Trustee to exercise the powers hereinbefore
granted or to institute such action, suit or proceeding in its own name; (c) said Owners shall have
tendered to the Trustee reasonable indemnity against the costs, expenses and liabilities to be incurred
in compliance with such request; and (d) the Trustee shall have refused or omitted to comply with
such request for a period of sixty (60) days after such written request shall have been received by,
and said tender of indemnity shall have been made to, the Trustee.

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

The right of any Owner of any Certificate to receive payment of the principal of (and
premium, if any) and interest on such Certificate out of Revenues, as herein and therein provided, on
and after the respective due dates expressed in such Certificate, or to institute suit for the
enforcement of any such payment on or after such respective dates, shall not be impaired or affected
without the consent of such Owner, notwithstanding the foregoing provisions of this Section or
Section 7.10 or any other provision of this Trust Agreement.

Section 7.10. No Obligation with Respect to Performance by Trustee. Neither the District
nor the Corporation shall have any obligation or liability to any of the other parties hereto or to the
Owners of the Certificates with respect to the performance by the Trustee of any duty imposed upon
it under this Trust Agreement.

Section 7.11. No Liability to Owners for Payment. The Corporation shall not have any
obligation or liability to the Owners of the Certificates with respect to the payment of the Installment
Payments by the District when due, or with respect to the performance by the District of any other
covenant made by it in the Instaliment Purchase Agreement or herein. Except as provided in this
Trust Agreement, the Trustee shall not have any obligation or liability to the Owners of the
Certificates with respect to the payment of the Installment Payments by the District when due, or

with respect to the performance by the District of any other covenant made by it in the Installment
Purchase Agreement or herein.

Section 7.12. No Responsibility for Sufficiency. The Trustee shall not be responsible for
the sufficiency of this Trust Agreement, the Installment Purchase Agreement, or of the assignment
made to it by the Assignment Agreement of rights to receive Installment Payments pursuant to the
Installment Purchase Agreement, or the value of or title to the 2007 Project. The Trustee shall not be
responsible or liable for selection or liquidation of investments or any loss suffered in connection
with any investment of funds made by it under the terms of and in accordance with this Trust
Agreement.
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Section 7.13. Indemnification of Trustee. The District shall indemnify the Trustee and hold
it harmless against any loss, liability, expenses or advances, including but not limited to fees and
expenses of counsel and other experts, incurred or made without negligence or willful misconduct on
the part of the Trustee, (i) in the exercise and performance of any of the powers and duties hereunder
or under the Installment Purchase Agreement by the Trustee, (i1) relating to or arising out of the 2007
Project, or the conditions, occupancy, use, possession, conduct or management of, or work done in or
about, or from the planning, design, acquisition, installation or construction of the 2007 Project or
any part thereof, or (iii) arising out of or relating to any untrue statement or alleged untrue statement
of any material fact or omission or alleged omission to state a material fact necessary to make the
statements made, in light of the circumstances under which they were made, not misleading in any
official statement or other offering circular utilized in connection with the sale of the Certificates,
including the costs and expenses of defending itself against any claim of liability arising under this
Trust Agreement. Such indemnity shall survive payment of the Certificates and discharge of this
Trust Agreement or resignation or removal of the Trustee.

Section 7.14. Insurer’s Rights. Anything in this Trust Agreement to the contrary
notwithstanding, upon the occurrence and continuance of an Event of Default the Insurer shall be
entitled to control and direct the enforcement of all rights and remedies granted to the Owners or the
Trustee for the benefit of the Owners under this Trust Agreement.

Notwithstanding anything in the Installment Purchase Agreement or herein, the Trustee, in
determining whether an Event of Default has occurred in the due and punctual payment of any
Installment Payment or whether a payment on any Installment Payment has been made under the
Installment Purchase Agreement, no effect shall be given to payments made under the Bond
Insurance Policy.

ARTICLE VIII
THE TRUSTEE

Section 8.01. Employment of Trustee. In consideration of the recitals hereinabove set forth
and for other valuable consideration, the District hereby agrees to employ the Trustee to receive,
hold, invest and disburse the moneys received pursuant to the Installment Purchase Agreement for
credit to the various funds and accounts established by this Trust Agreement; to execute, deliver and
transfer the Certificates; and to apply and disburse the Installment Payments received from the
District to the Owners of Certificates; and to perform certain other functions; all as herein provided
and subject to the terms and conditions of this Trust Agreement.

Section 8.02.  Acceptance of Employment. In consideration of the compensation herein
provided for, the Trustee accepts the employment above referred to subject to the terms and
conditions of this Trust Agreement.

Section 8.03. Trustee; Duties, Removal and Resignation. By executing and delivering this
Trust Agreement, the Trustee accepts the duties and obligations of the Trustee provided in this Trust
Agreement, but only upon the terms and conditions set forth in this Trust Agreement.

The District may, with the written consent of Insurer so long as the Bond Insurance Policy is

in full force and effect, by written request to the Trustee, remove the Trustee and appoint a successor
Trustee; provided, however, that if the District is in default under the Installment Purchase
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Agreement, the Owners of a majority in aggregate principal amount of all Certificates Outstanding,
with the written consent of Insurer so long as the Bond Insurance Policy is in full force and effect, or
Insurer so long as the Bond Insurance Policy is in full force and effect may, by written request to the
Trustee, remove the Trustee and appoint a successor Trustee. The Trustee may be removed at any
time at the request of the Insurer, for any breach of the trust set forth herein. Any such successor
shall be a bank or trust company doing business and having a corporate trust office in California,
which has (or the parent holding company of which has) a combined capital (exclusive of borrowed
capital) and surplus of at least seventy-five million dollars ($75,000,000) and subject to supervision
or examination by federal or state authorities and, so long as the Bond Insurance Policy is in full
force and effect, shall be approved in writing by Insurer. If such bank or trust company publishes a
report of condition at least annually, pursuant to law or to the requirements of any supervising or
examining Corporation above referred to, then for the purposes of this Section the combined capital
and surplus of such bank or trust company shall be deemed to be its combined capital and surplus as
set forth in its most recent report of condition so published. ‘

The Trustee may at any time resign by giving written notice to the District and, so long as the
Bond Insurance Policy is in full force and effect, to Insurer and by giving to the Certificate Owners
notice of such resignation by mail at the addresses shown on the registration books maintained by the
Trustee. Upon receiving such notice of resignation, the District shall promptly appoint a successor
Trustee by an instrument in writing; provided, however, that in the event that the District does not
appoint a successor Trustee within thirty (30) days following receipt of such notice of resignation,
the resigning Trustee may at the expense of the District petition the appropriate court having
jurisdiction to appoint a successor Trustee. Any resignation or removal of the Trustee and

appointment of a successor Trustee shall become effective upon written acceptance of appointment
by the successor Trustee.

Section 8.04. Compensation of the Trustee. The District shall from time to time, subject to
any agreement in effect with the Trustee, pay to the Trustee reasonable compensation for its services
and shall reimburse the Trustee for all its advances and expenditures, including but not limited to
advances to and fees and expenses of independent appraisers, accountants, consultants, counsel,
agents and attorneys-at-law or other experts employed by it in the exercise and performance of its
powers and duties hereunder. Such compensation and reimbursement shall be paid by the District
and amounts owing therefor shall constitute a charge on the moneys in the Certificate Payment Fund
and payable by the District; provided, however, that the Trustee shall not otherwise have any claims,
except in accordance with Section 7.13 hereof and Section 8.02 of the Installment Purchase
Agreement, or lien for payment of compensation for its services against any other moneys held by it
in the funds or accounts established hereunder but may take whatever legal actions are lawfully
available to it directly against the District. The obligations of the District under this Section shall
survive resignation or removal of the Trustee and payment of the Certificates and discharge of this
Trust Agreement.

Section 8.05. Protection of the Trustee. The Trustee shall be protected and shall incur no
liability in acting or refraining from acting or proceeding in good faith upon any resolution, notice,
telegram, request, consent, waiver, certificate, statement, affidavit, voucher, bond, requisition, order,
facsimile transmission, electronic mail or other paper or document which it shall in good faith
believe to be genuine and to have been adopted, executed or delivered by the proper party or
pursuant to any of the provisions of this Trust Agreement, and the Trustee shall be under no duty to
make any investigation or inquiry as to any statements contained or matters referred to in any such
instrument, but may accept and rely upon the same as conclusive evidence of the truth and accuracy
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of such statements. The Trustee shall not be bound to recognize any person as an Owner of any
Certificate or to take any action at the request of any such person unless such Certificate shall be
deposited with the Trustee or satisfactory evidence of the ownership of such Certificate shall be
furnished to the Trustee. The Trustee may consult with counsel, who may be counsel to the
Corporation or the District, with regard to legal questions, and the opinion of such counsel shall be
full and complete authorization and protection in respect of any action taken or suffered by it
hereunder in good faith in accordance therewith.

Whenever in the administration of its duties under this Trust Agreement, the Trustee shall
deem it necessary or desirable that a matter be proved or established prior to taking or suffering any
action hereunder, such matter (unless other evidence in respect thereof be herein specifically
prescribed) shall be deemed to be conclusively proved and established by a certificate of the
Corporation or the District and such certificate shall be full warranty to the Trustee for any action
taken or suffered under the provisions of this Trust Agreement upon the faith thereof, but in its
discretion the Trustee may (but shall have no duty), in lieu thereof, accept other evidence of such
matter or may require such additional evidence as to it may seem reasonable.

The Trustee may buy, sell, own, hold and deal in any of the Certificates provided pursuant to
this Trust Agreement, and may join in any action which any Owner may be entitled to take with like
effect as if the Trustee were not a party to this Trust Agreement. The Trustee, either as principal or
agent, may also engage in or be interested in any financial or other transaction with the District or the
Corporation, and may act as depositary, trustee, or agent for any committee or body of Owners of
Certificates or of obligations of the Corporation or the District as freely as if it were not Trustee
hereunder.

The Trustee may, to the extent reasonably necessary, execute any of the trusts or powers
hereof and perform the duties required of it hereunder by or through attorneys, agents, or receivers,
and shall be entitled to advice of counsel concerning all matters of trust and its duties hereunder, and
the Trustee shall not be answerable for the default or misconduct of any such attorney, agent or
receiver selected by it with reasonable care. The Trustee shall not be answerable for the exercise of
any discretion or power under this Trust Agreement or in the performance of its duties hereunder or
for anything whatever in connection with the funds and accounts established hereunder, except only
for its own willful misconduct or negligence.

The recitals, statements and representations by the District or the Corporation contained in
this Trust Agreement or in the Certificates shall be taken and construed as made by and on the part of
the District or Corporation and not by the Trustee and the Trustee does not assume, and shall not
have, any responsibility or obligations for the correctness of any thereof.

The Trustee undertakes to perform such duties, and only such duties as are specifically set
forth in this Trust Agreement and no implied duties or obligations shall be read into this Trust
Agreement against the Trustee.

No provision in this Trust Agreement shall require the Trustee to risk or expend its own
funds or otherwise incur any financial liability in the performance of any of its duties hereunder if it
shall have reasonable grounds for believing that repayment of such funds or adequate indemnity
against such risk or liability is not assured to it.
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In accepting the trust hereby created, the Trustee acts solely as Trustee for the Owners and
not in its individual capacity and all persons, including without limitation the Owners and the District
or the Corporation having any claim against the Trustee arising from this Trust Agreement shall look
only to the funds and accounts held by the Trustee hereunder for payment except as otherwise
provided herein. Under no circumstances shall the Trustee be liable in its individual capacity for the
obligations evidenced by the Certificates.

The Trustee makes no representation or warranty, express or implied as to the title, value,
design, compliance with specifications or legal requirements, quality, durability, operation,
condition, merchantability or fitness for any particular purpose or fitness for the use contemplated by
the District or the Corporation of the 2007 Project. In no event shall the Trustee be liable for
incidental, indirect, special or consequential damages in connection with or arising from the
Installment Purchase Agreement or this Trust Agreement for the existence, furnishing or use of the
2007 Project.

The Trustee shall not be deemed to have knowledge of any Event of Default hereunder or
under the Installment Purchase Agreement unless and until it shall have actual knowledge thereof or
have received notice thereof at its corporate trust office at the address set forth in Section 11.16
hereof. The Trustee shall, during the existence of any Event of Default (which has not been cured)
use the same degree of care and skill in their exercise, as a prudent man would exercise or use under
the circumstances in the conduct of his own affairs.

The Trustee shall not be accountable for the use or application by the District, or the

Corporation or any other party of any funds which the Trustee has released in accordance with the
terms of this Trust Agreement.

Section 8.06. Merger or Consolidation. Any company into which the Trustee may be
merged or converted or with which it may be consolidated or any company resulting from any
merger, conversion or consolidation to which it shall be a party or any company to which the Trustee
may sell or transfer all or substantially all of its corporate trust business (provided such company is
eligible under Section 8.03 hereof), shall be the successor to the Trustee without the execution or
filing of any paper or further act, anything herein to the contrary notwithstanding.

Section 8.07. Force Majeure. The Trustee shall not be considered in breach of or in default
in its obligations hereunder or progress in respect thereto in the event of enforced delay
(“unavoidable delay”) in the performance of such obligations due to unforeseeable causes beyond its
control and without its fault or negligence, including, but not limited to, Acts of God or of the public
enemy or terrorists, acts of a government, acts of the other party, fires, floods, epidemics, quarantine
restrictions, strikes, freight embargoes, earthquakes, explosion, mob violence, riot, inability to
procure or general sabotage or rationing of labor, equipment, facilities, sources or energy, material or
supplies in the open market, litigation or arbitration involving a party or others relating to zoning or
other governmental action or inaction pertaining to the project, malicious mischief, condemnation,
and unusually severe weather or delays of suppliers or subcontractors due to such causes or any
similar event and/or occurrences beyond the control of the Trustee.

Section 8.08. Insurer Voting. Notwithstanding anything contained in this Article VIII, so
long as the Bond Insurance Policy is in full force and effect, the Insurer shall be deemed to be the
owner of all Certificates for purposes of exercising any voting right or privilege or giving any
consent or direction or taking any other action pursuant to this Article VIII.
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Section 8.09. Notices. Notwithstanding any other provision hercof, the Trustee shall
immediately notify the Insurer if at any time there are insufficient moneys to make any Installment
Payments as required and within 30 days upon the occurrence of any event of default hereunder.

ARTICLE IX
AMENDMENT OF TRUST AGREEMENT

Section 9.01. Amendments Permitted. (a) This Trust Agreement and the rights and
obligations of the District and of the Owners of the Certificates and of the Trustee may be modified
or amended at any time by an amendment hereto 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 Certificates disqualified as provided in Section 11.04 hereof, and, so long
as the Bond Insurance Policy is in full force and effect, the written consent of Insurer shall have been
filed with the Trustee. No such modification or amendment shall (1) extend the stated maturities of
the Certificates, or reduce the rate of interest represented thereby, or extend the time of payment of
interest, or reduce the amount of principal represented thereby, or reduce any premium payable on
the prepayment thereof; without the consent of the Owner of each Certificate so affected, or
(2) reduce the aforesaid percentage of Owners of Certificates whose consent is required for the
execution of any amendment or modification of this Trust Agreement, or (3) modify any of the rights
or obligations of the Trustee or the Corporation without its written consent thereto.

(b) This Trust Agreement and the rights and obligations of the Corporation and
the District and of the Owners of the Certificates may also be modified or amended at any time by an
amendment hereto which shall become binding upon adoption, without the consent of the Owners of

any Certificates, but only to the extent permitted by law and only for any one or more of the
following purposes --

)] to add to the covenants and agreements of the Corporation or the
District contained in this Trust Agreement other covenants and agreements thereafter to be observed
or to surrender any right or power herein reserved to or conferred upon the Corporation or the
District, and which shall not adversely affect the interests of the Owners of the Certificates;

2) to cure, correct or supplement any ambiguous or defective provision
contained in this Trust Agreement or in regard to questions arising under this Trust Agreement, as the
Corporation or the District may deem necessary or desirable and which shall not adversely affect the
interests of the Owners of the Certificates; and

(3) to make such other amendments or modifications as may be in the
best interests of the Owners of the Certificates.

Any provision of this Trust Agreement expressly recognizing or granting rights in or to
Insurer may not be amended in any manner which affects the rights of Insurer hereunder without the

prior written consent of Insurer. Copies of any amendments pursuant to Article IX shall be sent to
Standard and Poor's.

Section 9.02. Endorsement or Replacement of Certificates After Amendment or
Supplement. After the effective date of any action taken as hereinabove provided, the Trustee may
determine that the Certificates may bear a notation by endorsement in form approved by the Trustee
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as to such action, and in that case upon demand of the Trustee to the Owner of any Outstanding
Certificate and presentation of such Owner’s Certificate for such purpose at the principal corporate
trust office of the Trustee a suitable notation as to such action shall be made on such Certificate. If
the Trustee shall so determine, new Certificates so modified as in the opinion of the Trustee shall be
necessary to conform to such action shall be prepared, and in that case upon demand of the Trustee to
the Owner of any Outstanding Certificates such new Certificates shall be exchanged at the principal
corporate trust office of the Trustee without cost to each Owner for Certificates then Outstanding
upon surrender of such Outstanding Certificates.

Section 9.03. Amendment of Particular Certificates. The provisions of this article shall not
prevent any Owner from accepting any amendments to the particular Certificates held by him,
provided that due notation thereof is made on such Certificates.

ARTICLE X
DEFEASANCE

Section 10.01. Discharge of Trust Agreement. When the obligations of the District under the
Installment Purchase Agreement shall cease pursuant to Article IX of the Installment Purchase
Agreement (except for the right of the Trustee and the obligation of the District to have the money
and Permitted Investments mentioned therein applied to the payment of Installment Payments as
therein set forth and the obligation to apply moneys on deposit in the Rebate Fund as provided in
Section 5.06), then and in that case the obligations created by this Trust Agreement shall thereupon
cease, terminate and become void except for the obligation of the District to direct the Trustee to
apply money on deposit in the Rebate Fund as provided herein which shall continue until such
moneys are so applied and the right of the Owners to have applied and the obligation of the Trustee
to apply such moneys and Permitted Investments to the payment of the Certificates as herein set
forth, and subject to application of moneys on deposit in the Rebate Fund as provided in
Section 5.06, the Trustee shall turn over to the District, after provision for payment of amounts due
the Trustee hereunder, as an overpayment of Installment Payments, any surplus in the Certificate
Payment Fund and all balances remaining in any other funds or accounts other than moneys and
Permitted Investments held for the payment of the Certificates at maturity or on prepayment, which
moneys and Permitted Investments shall continue to be held by the Trustee in trust for the benefit of
the Owners and shall be applied by the Trustee to the payment, when due, of the principal and
interest and premium, if any, represented by the Certificates, and after such payment, this Trust
Agreement shall become void.

If moneys or Defeasance Obligations are deposited with and held by the Trustee as
hereinabove provided, the Trustee shall within thirty (30) days after such Defeasance Obligations
shall have been deposited with it, mail a notice, first class postage prepaid, to the Owners at the
addresses listed on the registration books kept by the Trustee pursuant to Section 2.08, setting forth
(a) the date fixed for prepayment of the Certificates, (b) a description of the Defeasance Obligations

so held by it, and (c) that this Trust Agreement has been released in accordance with the provisions
of this Section.

Notwithstanding anything in this Trust Agreement or the Installment Purchase Agreement, to
the contrary, in the event that the principal and/or interest due with respect to the Certificates shall be
paid by Insurer pursuant to the Bond Insurance Policy, the Certificates shall remain Outstanding for
all purposes, not be defeased or otherwise satisfied and not be considered paid by the District, and the
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assignment and pledge of the Revenues and all covenants, agreements and other obligations of the
District to the Owners shall continue to exist and shall run to the benefit of Insurer, and Insurer shall
be subrogated to the rights of such Owners. In the event of an advance refunding, the District shall
cause to be delivered a verification report of an independent nationally recognized certified public
accountant. [f a forward supply contract is employed in connection with a refunding, (i) such
verification report shall expressly state that the adequacy of the escrow to accomplish the refunding
relies solely on the initial escrowed investments and the maturing principal thereof and interest
income thereon and does not assume performance under or compliance with the forward supply
contract, and (ii) the applicable escrow agreement shall provide that in the event of any discrepancy
or difference between the terms of the forward supply contract and the escrow agreement, the terms
of the escrow agreement or authorizing document, if applicable, shall be controlling.

Section 10.02. Deposit of Money or Securities with Trustee. Whenever in this Trust
Agreement or the Installment Purchase Agreement it is provided or permitted that there be deposited
with or held in trust by the Trustee money or securities in the necessary amount to pay or prepay any
Certificates, the money or securities to be so deposited or held may include money or securities held
by the Trustee in the funds and accounts established pursuant to this Trust Agreement and shall be --

(a) lawful money of the United States of America in an amount equal to the
principal amount represented by such Certificates and all unpaid interest represented thereby to
maturity, except that, in the case of Certificates which are to be prepaid prior to maturity and in
respect of which notice of such prepayment shall have been given as in Article IV provided or
provision satisfactory to the Trustee shall have been made for the giving of such notice, the amount
to be deposited or held shall be the principal amount or Prepayment Price and all unpaid interest to
such date of prepayment if any, represented by such Certificates; or

(b) non-callable securities described in clause (1) of the definition of Permitted
Investments which will provide money sufficient to pay the principal at maturity or upon prepayment
plus all accrued interest to maturity or to the prepayment date, as the case may be, represented by the
Certificates to be paid or prepaid, as such amounts become due, plus premium, if any, provided that,
in the case of Certificates which are to be prepaid prior to the maturity thereof, notice of such
prepayment shall have been given as in Article IV provided or provision satisfactory to the Trustee
shall have been made for the giving of such notice;

provided, in each case, that the Trustee shall have been irrevocably instructed (by the terms of this
Trust Agreement and the Installment Purchase Agreement or by Written Request of the District) to

apply such money or securities to the payment of such principal or Prepayment Price and interest
represented by such Certificates.

Section 10.03. Unclaimed Moneys. Anything contained herein to the contrary
notwithstanding, any moneys held by the Trustee in trust for the payment and discharge of the
interest or principal or Prepayment Price represented by any of the Certificates which remain
unclaimed for two years after the date of deposit of such moneys if deposited with the Trustee after
the date when the interest and principal or Prepayment Price represented by such Certificates have
become payable, shall at the Written Request of the District be repaid by the Trustee to the District as
its absolute property free from trust, and the Trustee shall thereupon be released and discharged with
respect thereto and the Owners shall look only to the District for the payment of the interest and
principal or Prepayment Price represented by such Certificates; provided, however, that before being
required to make any such payment to the District, the Trustee shall, at the written request and
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expense of the District, first mail a notice to the Owners of the Certificates so payable that such
moneys remain unclaimed and that after a date named in such notice, which date shall not be less
than thirty (30) days after the date of the mailing of such notice, the balance of such moneys then
unclaimed will be returned to the District.

ARTICLE XI
MISCELLANEOUS

Section 11.01. Benefits of Trust Agreement Limited to Parties. Nothing contained herein,
expressed or implied, is intended to give to any person other than the District, the Trustee, the
Corporation, Insurer so long as the Bond Insurance Policy is in full force and effect and the Owners
any claim, remedy or right under or pursuant hereto, and any agreement, condition, covenant or term
required herein to be observed or performed by or on behalf of the District shall be for the sole and
exclusive benefit of the Trustee, the Corporation, Insurer so long as the Bond Insurance Policy is in
full force and effect and the Owners.

Section 11.02. Successor Deemed Included in all References to Predecessor. Whenever
either the District, the Corporation or the Trustee or any officer thereof is named or referred to
herein, such reference shall be deemed to include the successor to the powers, duties and functions
that are presently vested in the District, the Corporation or the Trustee or such officer, and all
agreements, conditions, covenants and terms required hereby to be observed or performed by or on
behalf of the District, the Corporation or the Trustee or any officer thereof shall bind and inure to the
benefit of the respective successors thereof whether so expressed or not.

Section 11.03. Execution of Documents by Owners. Any declaration, request or other
instrument which is permitted or required herein to be executed by Owners may be in one or more
instruments of similar tenor and may be executed by Owners in person or by their attorneys
appointed in writing. The fact and date of the execution by any Owner or such Owner’s attorney of
any declaration, request or other instrument or of any writing appointing such attorney may be
proved by the certificate of any notary public or other officer authorized to take acknowledgments of
deeds to be recorded in the state or territory in which he purports to act that the person signing such
declaration, request or other instrument or writing acknowledged to him the execution thereof, or by
an affidavit of a witness of such execution duly sworn to before such notary public or other officer,
or by such other proof as the Trustee may accept which it may deem sufficient.

The ownership of any Certificates and the amount, payment date, number and date of owning

the same may be proved by the books required to be kept by the Trustee pursuant to the provisions of
Section 2.08.

Any declaration, request or other instrument in writing of the Owner of any Certificate shall
bind all future Owners of such Certificate with respect to anything done or suffered to be done by the
District or the Trustee in good faith and in accordance therewith.

Section 11.04. Disqualified Certificates. Certificates owned or held by or for the account of
the Corporation or the District (but excluding Certificates held in any pension or retirement fund)
shall not be deemed Outstanding for the purpose of any consent or other action or any calculation of
Outstanding Certificates provided for in this Trust Agreement, and shall not be entitled to consent to
or take any other action provided for in this Trust Agreement.
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The Trustee may adopt appropriate regulations to require each Owner of Certificates, before
his consent provided for in this Trust Agreement shall be deemed effective, to reveal if the
Certificates as to which such consent is given are disqualified as provided in this Section.

Section 11.05. Waiver of Personal Liability. No director, officer or employee of the District
or the Corporation shall be individually or personally liable for the payment of the interest or
principal or the prepayment premiums, if any, represented by the Certificates, but nothing contained
herein shall relieve any director, officer or employee of the District or Corporation from the

performance of any official duty provided by any applicable provisions of law or by the Installment
Purchase Agreement or hereby.

Section 11.06. Acquisition of Certificates by District; Destruction of Certificates. All
Certificates acquired by the District, whether by purchase or gift or otherwise, shall be surrendered to
the Trustee for cancellation. Whenever in this Trust Agreement provision is made for the
cancellation by the Trustee of any Certificates, the Trustee shall destroy such Certificates and upon
written request deliver a certificate of such destruction to the District.

Section 11.07. Headings. Headings preceding the text of the several Articles and Sections
hereof, and the table of contents, are solely for convenience of reference and shall not constitute a
part of this Trust Agreement or affect its meaning, construction or effect.

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

Section 11.08. Funds and Accounts. Any fund required by this Trust Agreement to be
established and maintained by the Trustee may be established and maintained in the accounting
records of the Trustee either as a fund or an account, and may, for the purposes of such records, any
audits thereof and any reports or statements with respect thereto, be treated either as a fund or as an
account; but all such records with respect to all such funds shall at all times be maintained in
accordance with sound corporate trust industry practices and with due regard for the protection of the
security of the Certificates and the rights of every Owner thereof.

Section 11.09. Partial Invalidity. If any one or more of the agreements, conditions,
covenants or terms required herein to be observed or performed by or on the part of the District, the
Corporation or the Trustee shall be contrary to law, then such agreement or agreements, such
condition or conditions, such covenant or covenants or such term or terms shall be null and void and
shall be deemed separable from the remaining agreements, conditions, covenants and terms hereof
and shall in no way affect the validity hereof or of the Certificates, and the Owners shall retain all the
benefit, protection and security afforded to them under any applicable provisions of law. The
District, the Corporation and the Trustee hereby declare that they would have executed this Trust
Agreement, and each and every other article, section, paragraph, subdivision, sentence, clause and
phrase hereof and would have authorized the execution and delivery of the Certificates pursuant
hereto irrespective of the fact that any one or more articles, sections, paragraphs, subdivisions,
sentences, clauses or phrases hereof or the application thereof to any person or circumstances may be
held to be unconstitutional, unenforceable or invalid.
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Section 11.10. California Law. THIS TRUST AGREEMENT SHALL BE CONSTRUED
AND GOVERNED IN ACCORDANCE WITH THE LAWS OF THE STATE.

Section 11.11. Consent of Insurer. Unless otherwise provided in this Trust Agreement,
Insurer’s consent shall be required for initiation or approval of any action which requires Owner
consent and, while Insurer is not in default, Insurer consent may be obtained in lieu of Owner
consent.

Section 11.12. Effect of Actions on Owners. Notwithstanding any other provision of this
Trust Agreement, in determining whether the rights of the Owners shall be adversely affected by any
action taken pursuant to the terms and provisions of this Trust Agreement, the Trustee shall consider
the effect on the Owners as if there were no Bond Insurance Policy.

Section 11.13. Insurer As Third Party Beneficiary. To the extent that this Trust Agreement
confers upon or gives or grants to Insurer any right, remedy or claim under or by reason of this Trust
Agreement Insurer is explicitly recognized as being a third-party beneficiary hereunder and may
enforce any such right, remedy or claim conferred, given or granted hereunder.

Section 11.14. Insurer to be Deemed Owner: Rights of the Insurer.

(a) Notwithstanding any provision of this Trust Agreement to the contrary, the
Insurer shall be deemed the sole Owner of the Outstanding Certificates for the purpose of exercising
any voting right or privilege or giving any consent or direction or taking any other action that the
Owners are entitled to take pursuant to Article V and Article VIII of this Trust Agreement or the
Installment Purchase Agreement, and no amendment or supplement to this Trust Agreement or the
Installment Purchase Agreement may become effective except upon obtaining the prior written
consent of the Insurer; provided, however, that the rights of the Insurer to direct or consent to
District, Trustee or Certificate Owner actions under the Installment Purchase Agreement shall be
suspended during any period in which the Insurer is in default in its payment obligations under the
Bond Insurance Policy (except to the extent of amounts previously paid by the Insurer and due and
owing to the Insurer) and shall be of no force or effect in the event the Bond Insurance Policy is no
longer in effect or the Insurer asserts that the Bond Insurance Policy is not in effect or the Insurer
shall have provided written notice that it waives such rights. .

(b) In the event that the principal or interest represented by a Certificate shall be
paid by the Insurer pursuant to the terms of the Bond Insurance Policy, such principal and interest
shall not be deemed paid for purposes of this Trust Agreement or the Installment Purchase
Agreement and shall continue to be due and owing until paid by the District in accordance with the
Installment Purchase Agreement and this Trust Agreement, and such Certificate shall (to the extent
of such principal and interest) remain Outstanding under this Trust Agreement.

() The Insurer shall be included as a party in interest and as a party entitled to
(i) notify the District, the Trustee, if any, or any applicable receiver of the occurrence of an event of
default and (ii) request the Trustee or receiver to intervene in judicial proceedings that affect the
Certificates or the sccurity therefor. The Trustee or receiver shall be required to accept notice of an
Event of Default from the Insurer.
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Section 11.15. Notice to Rating Agency. The Trustee shall promptly upon execution and
delivery mail by first class mail to S&P a copy of each amendment to this Trust Agreement to which
the Insurer has previously consented in writing.

Section 11.16. Notices To Be Given To Insurer. So long as the Bond Insurance Policy is in
full force and effect, the District or the Trustee, as applicable, shall furnish to Insurer:

(a) Notice of the redemption, other than mandatory sinking fund redemption, of
any of the Certificates, or of any advance refunding of the Certificates, including the principal
amount, maturities and CUSIP numbers thereof;

(b) Notice of the downgrading by any rating agency of the Issuer’s or Obligor’s
underlying public rating, or the underlying rating on the Certificates or any Contracts or Bonds, to
“non-investment grade;”

() Notice of any rate covenant violation with respect to the Certificates;

(d) Notice of any material events pursuant to Rule 15¢2-12 under the Securities
Exchange Act of 1934, as amended; and

(e) Such additional information as Insurer may reasonably request from time to
time.

The Trustee or District, as applicable, shall notify Insurer of any failure of the District to
provide relevant notices, certificates, or other similar documents.

The Trustee shall notify Insurer of any failure of the District to provide relevant notices,
certificates, or other similar documents.

The District will permit Insurer to discuss the affairs, finances and accounts of the District or
any information Insurer may reasonably request regarding the security for the Certificates with
appropriate officers of the District. The Trustee or the District, as applicable, will permit Insurer to
have access to the 2007 Project and have access to and to make copies of all books and records
relating to the Certificates at any reasonable time.

Section 11.17. Notices. All written notices to be given under this Trust Agreement to the
parties hereto shall be given by mail or personal delivery to the party entitled thereto at its address set

forth below, or at such address as the party may provide to the other parties in writing from time to
time.

If to the District: Otay Water District
2554 Sweetwater Springs Boulevard
Spring Valley, CA 91977
Attention: General Manager

If to the Corporation: Otay Service Corporation
2554 Sweetwater Springs Boulevard
Spring Valley, CA 91977
Attention: President
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If to the Trustee: Union Bank of California, N.A.
120 San Pedro Street, Suite 400
Los Angeles, CA 90012
Attention: Corporate Trust Department

If to the Insurer:

Section 11.18. Action Not on Business Day. Except as otherwise specifically provided in
this Trust Agreement, if any date specified for the payment of any principal or interest on any
Certificate or the performance of any act falls on a day which is not a Business Day, such payment or
performance shall be made on the next succeeding Business Day with the same effect as if made on
such date. In the case of the payment of the principal of or the interest on any Certificate which shall
be due on a day which is not a Business Day, and such payment is made on the next succeeding
Business Day, no additional interest shall accrue as a result of such delayed payment.

Section 11.19. Reimbursement of Expenses. The District shall pay or reimburse the Insurer
for any and all charges, fees, costs, and expenses that the Insurer may reasonably pay or incur in
connection with the following: (i) the administration, enforcement, defense, or preservation of any
rights or security hereunder or under the Installment Purchase Agreement; (ii) the pursuit of any
remedies hereunder, under the Installment Purchase Agreement, or otherwise afforded by law or
equity; (iii) any amendment, waiver, or other action with respect to or related to this Trust Agreement
or the Installment Purchase Agreement whether or not executed or completed; (iv) the violation by
the District of any law, rule, or regulation or any judgment, order or decree applicable to it; (v) any
advances or payments made by the Insurer to cure defaults of the District under this Trust Agreement
or the Installment Purchase Agreement; or (vi) any litigation or other dispute in connection with this
Trust Agreement, the Installment Purchase Agreement, or the transactions contemplated hereby or
thereby, other than amounts resulting from the failure of the Insurer to honor its payment obligations
‘under the Bond Insurance Policy. The Insurer reserves the right to charge a reasonable fee as a
condition to executing any amendment, waiver, or consent proposed in respect of this Trust
Agreement or the Installment Purchase Agreement. The obligation of the District to the Insurer shall
survive discharge and termination of this Trust Agreement.

Section 11.20. Execution in Counterparts. This Trust Agreement may be executed in several
counterparts, each of which shall be deemed an original, and all of which shall constitute but one and
the same instrument.
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IN WITNESS WHEREOF, the parties have executed and attested this Trust Agreement by
their officers thereunto duly authorized as of the date and year first written above.

OTAY SERVICE CORPORATION

By:
Its: President
ATTEST:
Secretary
OTAY WATER DISTRICT
By:
Its: President
ATTEST:
Secretary

UNION BANK OF CALIFORNIA, N.A., as Trustee

By:
Its:  Authorized Officer
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EXHIBIT A
FORM OF CERTIFICATE OF PARTICIPATION

UNLESS THIS CERTIFICATE IS PRESENTED BY AN AUTHORIZED
REPRESENTATIVE OF THE SECURITIES DEPOSITORY (AS DEFINED IN THE TRUST
AGREEMENT) TO THE TRUSTEE FOR REGISTRATION OF TRANSFER, EXCHANGE
OR PAYMENT, AND ANY CERTIFICATE ISSUED IS REGISTERED IN THE NAME OF
CEDE & CO. OR IN SUCH OTHER NAME AS IS REQUESTED BY AN AUTHORIZED
REPRESENTATIVE OF THE SECURITIES DEPOSITORY (AND ANY PAYMENT IS
MADE TO CEDE & CO. OR TO SUCH OTHER ENTITY AS IS REQUESTED BY AN
AUTHORIZED REPRESENTATIVE OF THE SECURITIES DEPOSITORY), ANY
TRANSFER, PLEDGE OR OTHER USE HEREOF FOR VALUE OR OTHERWISE BY OR
TO ANY PERSON IS WRONGFUL INASMUCH AS THE REGISTERED OWNER HEREOF,
CEDE & CO., HAS AN INTEREST HEREIN.

UNITED STATES OF AMERICA
STATE OF CALIFORNIA
COUNTY OF SAN DIEGO

. OTAY WATER DISTRICT
REVENUE CERTIFICATE OF PARTICIPATION
(2007 WATER SYSTEM PROJECT)
SERIES 2007

Evidencing an Interest of the Owner Hereof
in Installment Payments to be Made by the

OTAY WATER DISTRICT
CERTIFICATE ORIGINAL
INTEREST RATE PAYMENT DATE ISSUE DATE CUSIP
% September 1,20 , 2007 638818

REGISTERED OWNER: CEDE & CO.

PRINCIPAL AMOUNT:

AND NO/100 DOLLARS

THIS IS TO CERTIFY that the Registered Owner (specified above) of this Certificate of
Participation (herein called the “Certificate”) is the owner of an undivided interest in the right to
receive certain Installment Payments (as that term is defined in the Trust Agreement hereinafter
mentioned) under that certain Installment Purchase Agreement, dated as of , 2007 (the
“Installment Purchase Agreement”), by and between the Otay Service Corporation
(the “Corporation”) and the Otay Water District (the “District”). The Installment Payments to be

A-1



made thereunder have been assigned to Union Bank of California, N.A., as trustee (the “Trustee”),
having a corporate trust office in Los Angeles, California. The Trustee has executed and delivered
$42,000,000" aggregate principal amount of Certificates.

The Registered Owner of this Certificate is entitled to receive, subject to the terms of the
Installment Purchase Agreement and the Trust Agreement, on the Certificate Payment Date
(specified above) the Principal Amount (specified above) representing a portion of the Installment
Payments designated as principal coming due on the Certificate Payment Date, and to receive an
interest component on such principal component at the interest rate per annum specified above, from
the Interest Payment Date (as hereinafter defined) next preceding the date of execution hereof by the
Trustee, unless such date of execution is after a Record Date (as hereinafter defined) and on or before
the succeeding Interest Payment Date, in which case interest shall be payable from such Interest
Payment Date, or unless such date of execution is on or before the first Record Date, in which case
interest shall be payable from Closing Date; provided, however, that if, as shown by the records of
the Trustee, interest represented by this Certificate shall be in default, Certificates executed in
exchange for this Certificate surrendered for transfer or exchange shall represent interest from the
last date to which interest has been paid in full or duly provided for with respect to this Certificate,
or, if no interest has been paid or duly provided for with respect to this Certificate, from Closing
Date. Interest with respect to this Certificate shall be paid on March 1 and September 1 in each year,
commencing September 1, 2007 (each, an “Interest Payment Date™), and continuing to and including
the Certificate Payment Date or the date of prior prepayment hereof, whichever is earlier. Interest
with respect to this Certificate shall be calculated on the basis of a 360 day year of twelve 30-day
months. The principal with respect hereto and prepayment premiums, if any, are payable in lawful
money of the United States of America upon presentation and surrender at the principal corporate
trust office of the Trustee in Los Angeles, California. Interest with respect hercto is payable by
check or draft of the Trustee mailed by first class mail on each Interest Payment Date to the
Registered Owner hereof as of the close of business on the fifteenth day of the calendar month prior
to such Interest Payment Date (the “Record Date”) at the address shown on the registration books
maintained by the Trustee or, upon the written request received by the Trustee of an Owner of at least
$1,000,000 in aggregate principal amount of Certificates, by wire transfer of immediately available
funds to an account in the United States designated by such Owner prior to the applicable Record
Date, except, in each case that, if and to the extent that there shall be a default in the payment of the
interest due on such Interest Payment Date, such defaulted interest shall be paid to the owner in
whose name this Certificate is registered at the close of business on a special record date as
determined by the Trustee.

The District has certified that all acts, conditions and things required by the Constitution and
statutes of the State of California and the Trust Agreement to exist, to have happened and to have
been performed precedent to and in the delivery of this Certificate, do exist, have happened and have
been performed in due time, form and manner as required by law.

This Certificate has been executed by the Trustee pursuant to the terms of a Trust Agreement,
dated as of , 2007, by and among the Trustee, the Corporation and the District (the
“Trust Agreement”). Copies of the Trust Agreement and the Installment Purchase Agreement are on
file at the corporate trust office of the Trustee in Los Angeles, California, and reference is made to
the Trust Agreement and the Installment Purchase Agreement and any and all amendments thereto
for a description of the pledges and covenants securing the Certificates, the nature, extent and manner

* Preliminary
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of enforcement of such pledges, the rights and remedies of the registered owners of the Certificates
with respect thereto and the other terms and conditions upon which the Certificates are delivered
thereunder.

The Certificates are payable from Installment Payments and other amounts on deposit in
certain funds and accounts held under the Trust Agreement, including but not limited to the Reserve
Fund, all in accordance therewith. All Taxes and Revenues and all amounts on deposit, respectively,
in the Tax Fund and Revenue Fund (as such terms are defined in the Installment Purchase
Agreement) are irrevocably pledged to the payment of the Instaliment Payments and the Taxes and
Revenues shall not be used for any other purpose while any of the Installment Payments remain
unpaid; provided that out of Taxes and Revenues and amounts on deposit in the Tax Fund and
Revenue Fund there may be apportioned such sums for such purposes as are expressly permitted in
the Installment Purchase Agreement. Such pledge constitutes a first and exclusive lien on Taxes and
Revenues and all amounts on deposit in the Tax Fund and Revenue Fund on a parity with the pledge
under the 1996 Installment Sale Agreement and the 2004 Installment Purchase Agreement and,
subject to application of amounts on deposit therein as permitted in the Installment Purchase
Agreement, the Tax Fund, the Revenue Fund and accounts created under the Installment Purchase
Agreement for the payment of the Installment Payments and all other Contracts and Bonds (as such
terms are defined in the Installment Purchase Agreement) in accordance with the terms of the
Installment Purchase Agreement and the Trust Agreement. The obligation of the District to make
Installment Payments is a special obligation of the District payable solely from Taxes and Revenues
(as defined in the Installment Purchase Agreement) and other funds described in the Installment
Purchase Agreement and does not constitute a debt of the District or the State of California or any

political subdivision thereof in contravention of any constitutional or statutory debt limitation or
restriction.

The Certificates are authorized to be executed and delivered in the form of fully registered
Certificates in the denomination of $5,000 each or any integral multiple thereof, provided that no
Certificate shall have principal represented thereby maturing in more than one year. Subject to the
limitations and conditions and upon payment of the taxes and governmental charges, if any, as
provided in the Trust Agreement, Certificates may be exchanged for a like aggregate principal
amount of Certificates of the same Certificate Payment Date of other authorized denominations at the
principal corporate trust office of the Trustee in Los Angeles, California.

This Certificate is transferable by the Registered Owner hereof, in person or by such person’s
duly authorized attorney, at said office of the Trustee, but only in the manner, subject to the
limitations and upon payment of the taxes and governmental charges provided in the Trust
Agreement, and upon surrender of this Certificate for cancellation, accompanied by delivery of a
duly executed written instrument of transfer in a form approved by the Trustee. Upon such transfer a
new Certificate or Certificates, of the same Certificate Payment Date and of authorized denomination
or denominations, for a like aggregate principal amount will be delivered to the transferee in
exchange herefor. The Trustee may treat the Registered Owner hereof as the absolute owner hereof
for all purposes, and the Trustee shall not be affected by any notice to the contrary.

The Trustee shall not be required to register the transfer or exchange of any Certificate
(1) within 15 days preceding selection of Certificates for prepayment or (ii) selected for prepayment.

The Certificates are subject to mandatory prepayment prior to their respective stated
maturities, as a whole, or in part in the order of maturity as directed by the District in a written
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request to the Trustee and by lot within each maturity, on any date, in integral multiples of $5,000,
from prepaid Installment Payments made by the District from Net Proceeds (as defined in the
Installment Purchase Agreement), upon the terms and conditions of, and as provided for in the Trust
Agreement and the Installment Purchase Agreement, at a prepayment price equal to the principal
amount thereof plus accrued interest evidenced and represented thereby to the date fixed for
prepayment, without premium.

The Certificates with stated maturities on or after September 1, 2017, are subject to
prepayment prior to their respective stated maturities, as a whole or in part, in the order of maturity
as directed by the District in a written request provided to the Trustee and by lot within each
maturity, in integral multiples of $5,000 on any date, on or after September 1, 2016, from optional
prepayments of Installment Payments made by the District pursuant to the Installment Purchase
Agreement, at a prepayment price equal to the principal amount of such Certificates to be prepaid
plus interest accrued to the date fixed for prepayment, without premium.

As provided in the Trust Agreement, notice of prepayment hereof shall be mailed, first class
postage prepaid, not less than 30 nor more than 60 days prior to the prepayment date, to the
Registered Owner of this Certificate at the address thereof appearing on the Certificate registration
books. If this Certificate is called for prepayment and payment is duly provided therefor as specified
in the Trust Agreement, interest represented hereby shall cease to accrue from and after the date fixed

for prepayment. Any defect in the notice or the mailing will not affect the validity of the prepayment
of this Certificate.

With respect to any notice of optional prepayment of Certificates, such notice may state that
such prepayment shall be conditional upon the receipt by the Trustee on or prior to the date fixed for
such prepayment of moneys sufficient to pay the principal of, premium, if any, and interest with
respect to such Certificates to be prepaid and that, if such moneys shall not have been so received,
said notice shall be of no force and effect and the Trustee shall not be required to prepay such
Certificates. In the event that such notice of prepayment contains such a condition and such moneys
are not so received, the prepayment shall not be made, and the Trustee shall within a reasonable time

thereafter give notice, in the manner in which the notice of prepayment was given, that such moneys
were not so received.

To the extent and in the manner permitted by the terms of the Trust Agreement and the
Installment Purchase Agreement, as the case may be, the Trust Agreement and the rights and
obligations of the District and of the registered owners of the Certificates and of the Trustee or the
Installment Purchase Agreement and the rights and obligations of the Corporation and the District
and the registered owners of the Certificates and the Trustee, respectively, may be modified or
amended with the written consents of the registered owners of a majority in aggregate principal
amount of the Certificates then outstanding and, so long as the Bond Insurance Policy is in full force
and effect, with the written consent of (the “Insurer™),
but no such modification or amendment shall (1) extend the stated maturities of the Certificates, or
reduce the rate of interest represented thereby, or extend the time of payment of interest, or reduce
the amount of principal represented thereby, or reduce any premium payable on the prepayment
thereof; without the consent of the Registered Owner of each Certificate so affected, or (2) reduce the
percentage of Registered Owners of Certificates whose consent is required for the execution of any
amendment or modification of the Trust Agreement or the Installment Purchase Agreement, or

(3) modify any of the rights or obligations of the Trustee or the Corporation without its written
consent thereto.
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To the extent and in the manner permitted by the terms of the Trust Agreement and the
Installment Purchase Agreement, as the case may be, the Trust Agreement and the rights and
obligations of the Corporation and the District and of the registered owners of the Certificates or the
Installment Purchase Agreement and the rights and obligations of the Corporation and the District
and the registered owners of the Certificates, respectively, may also be modified or amended, without
the consent of the registered owners of any Certificates, but only to the extent permitted by law and
only for any one or more of the following purposes --

€} to add to the covenants and agreements of the Corporation or the District
contained in the Trust Agreement or the Installment Purchase Agreement other covenants and
agreements thereafter to be observed or to surrender any right or power in the Trust
Agreement or the Installment Purchase Agreement reserved to or conferred upon the
Corporation or the District, and which shall not adversely affect the interests of the registered
owners of the Certificates;

(2) to cure, correct or supplement any ambiguous or defective provision
contained in the Trust Agreement or the Installment Purchase Agreement or in regard to
questions arising under the Trust Agreement or the Installment Purchase Agreement, as the
Corporation or the District may deem necessary or desirable and which shall not adversely
affect the interests of the registered owners of the Certificates; and

3) to make such other amendments or modifications as may be in the best
interests of the registered owners of the Certificates.

Any provision of the Trust Agreement or the Installment Purchase Agreement expressly
recognizing or granting rights in or to Insurer may not be amended in any manner which affects the
rights of Insurer thereunder without the prior written consent of Insurer.

Upon acceleration, the Installment Payments and the Certificates shall become due and

payable immediately from the sources described in the Installment Purchase Agreement and the Trust
Agreement, respectively.

The Trustee has no obligation or liability to the registered owners of the Certificates for the
payment of interest, principal or prepayment premium, if any, with respect to the Certificates out of
the Trustee’s own funds; the Trustee’s sole obligations are those described in the Trust Agreement.
The recitals of facts herein shall be taken as statements of the District and the Corporation and the
Trustee does not have any responsibility for the accuracy thereof.

IN WITNESS WHEREOF, this Certificate has been executed by the manual signature of an
authorized signatory of the Trustee, all as of the date set forth below.

Execution date: , 2007 UNION BANK OF CALIFORNIA, N.A.,
as Trustee

By:
Its: Authorized Signatory
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FORM OF STATEMENT OF INSURANCE

[To Come]
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FORM OF ASSIGNMENT

FOR VALUE RECEIVED, the undersigned hereby sells, assigns and transfers unto

(print or typewrite name, address, including postal zip code, and social security
or other identifying number of Transferee)

the within Certificate and all rights thereunder, and hereby irrevocably constitutes and appoints

attorney to transfer the within Certificate on the books kept for registration thereof by the Trustee,
with full power of substitution in the premises.

Dated:

Signature Guaranteed

NOTICE: Signature(s) must be guaranteed by NOTICE: The signature to this assignment must

an eligible guarantor institution. correspond with the name as it appears upon the
face of the within Certificate in every particular,
without alteration or enlargement or any change
whatsoever.
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Attachment D

INSTALLMENT PURCHASE AGREEMENT
by and between
OTAY WATER DISTRICT
and

OTAY SERVICE CORPORATION

Dated as of , 2007

Relating to

$42,000,000°
OTAY WATER DISTRICT
REVENUE CERTIFICATES OF PARTICIPATION
(2007 WATER SYSTEM PROJECT), SERIES 2007

" Preliminary



INSTALLMENT PURCHASE AGREEMENT

This INSTALLMENT PURCHASE AGREEMENT is made and entered into as of
, 2007, by and between OTAY WATER DISTRICT, a municipal water
district duly formed and existing under and by virtue of the laws of the State of California (the
“District”), and OTAY SERVICE CORPORATION, a nonprofit public benefit corporation duly
organized and existing under and by virtue of the laws of the State of California (the “Corporation™).

WITNESSETH:

WHEREAS, the District proposes to finance the acquisition and construction of
improvements, betterments, renovations, and expansions of certain facilities within its water system,
as more particularly described in Exhibit A attached hereto (the “2007 Project”);

WHEREAS, the Corporation has agreed to assist the District in financing the acquisition and
construction of the 2007 Project;

WHEREAS, the District is authorized by Chapter 4 of Part 5, Division 20 of the Water Code
of the State of California, to acquire property for its water system and to construct, improve, expand
or repair its water system;

WHEREAS, the Corporation proposes to sell the 2007 Project to the District and the District
desires to purchase the 2007 Project from the Corporation upon the terms and conditions set forth
herein;

WHEREAS, the District has determined that the purchase of the 2007 Project by the District
is necessary and proper for District uses and purposes;

WHEREAS, the District and the Corporation have duly authorized the execution and delivery
of this Installment Purchase Agreement;

WHEREAS, all acts, conditions and things required by law to exist, to have happened and to
have been performed precedent to and in connection with the execution and delivery of this
Instaliment Purchase Agreement do exist, have happened and have been performed in regular and
due time, form and manner as required by law, and the parties hereto are now duly authorized to
execute and enter into this Installment Purchase Agreement; !

NOW, THEREFORE, IN CONSIDERATION OF THESE PREMISES AND OF THE
MUTUAL AGREEMENTS AND COVENANTS CONTAINED HEREIN AND FOR OTHER
VALUABLE CONSIDERATION, THE PARTIES HERETO DO HEREBY AGREE AS
FOLLOWS:

ARTICLE 1
DEFINITIONS
Section 1.01.  Definitions. Unless the context otherwise requires, the terms defined in this

section shall for all purposes hereof and of any amendment hereof or supplement hereto and of any
report or other document mentioned herein or therein have the meanings defined herein, the



following definitions to be equally applicable to both the singular and plural forms of any of the
terms defined herein. All capitalized terms used herein and not defined herein shall have the
meanings ascribed thereto in the Trust Agreement.

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

Bonds. The term “Bonds” means all revenue bonds or notes of the District authorized, executed,
issued and delivered by the District, the payments of which are on a parity with, or subordinate to,
the 2007 Installment Payments, the 2004 Installment Payments and the 1996 Installment Payments
and which are secured by a pledge of and lien on the Taxes and Revenues.

Business Day. The term “Business Day” means a day which is not (a) a Saturday or Sunday or any
other day bank institutions located in New York, New York, or the city or cities in which the
principal or other designated corporate office of the Trustee or Insurer is located are required or
authorized to close, or (b) a day on which the New York Stock Exchange is closed.

Contracts. The term “Contracts” means this Installment Purchase Agreement and all contracts of the
District authorized and executed by the District, the Installment Payments or payments under which
are on a parity with, or subordinate to, the 2007 Installment Payments and which are secured by a
pledge of and lien on the Taxes and Revenues, including the 2004 Installment Purchase Agreement
and the 1996 Installment Sale Agreement.

Corporation. The term “Corporation” means the Otay Service Corporation, a nonprofit public benefit
corporation duly organized and existing under and by virtue of the laws of the State of California.

Date of Operation. The term “Date of Operation” means, with respect to any uncompleted Project,
the estimated date by which such Project will have been completed and, in the opinion of an
engineer, will be ready for commercial operation by or on behalf of the District.

Debt Service. The term “Debt Service” means, for any Fiscal Year, the sum of:

(1) the interest accruing during such Fiscal Year 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 (except to the extent that such
interest is capitalized);

2) that portion of the principal amount of all outstanding serial Bonds maturing
in such Fiscal Year or maturing in the next succeeding Fiscal Year accruing during such Fiscal Year
in each case computed as if such principal amounts were deemed to accrue daily during such Fiscal
Year in equal amounts;

3) that portion of the principal amount of all outstanding term Bonds required to
be redeemed or paid in such Fiscal Year or during the next succeeding Fiscal Year in each case

computed as if such principal amounts were deemed to accrue daily during such Fiscal Year in equal
amounts; and

“) that portion of the Instaliment Payments required to be made during such
Fiscal Year or during the next succeeding Fiscal Year in each case computed as if such Installment
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Payments were deemed to accrue daily during such Fiscal Year in equal amounts (except to the
extent that the interest portion of such Installment Payments is capitalized);

less the earnings derived from investment of moneys on deposit in any debt service reserve fund,
including the Reserve Fund, and any construction fund created with respect to any Contracts or
Bonds to the extent such earnings are depositcd in a debt service fund, including the Certificate
Payment Fund, »

provided that, as to any such Bonds or Installment Payments bearing or comprising interest at other
than a fixed rate, the rate of interest used to calculate Debt Service shall be one hundred ten percent
(110%) of the greater of:

(1) the then current variable interest rate borne by such Bonds or Contracts plus
2%, and

(11) the highest variable rate borne over the preceding 12 months by outstanding
variable rate debt issued by the District or, if no such variable rate debt is at the time outstanding, by
variable rate debt of which the interest rate is computed by reference to an index comparable to that
to be utilized in determining the interest rate for the debt then proposed to be issued;

provided further that if any series or issue of such Bonds or Installment Payments have twenty-five
percent (25%) or more of the aggregate principal amount of such series or issue due in any one year,
Debt Service shall be determined for the Fiscal Year of determination as if the principal of and
interest on such series or issue of such Bonds or Installment Payments were being paid from the date
of incurrence thereof in substantially equal annual amounts over a period of thirty (30) years from the
date of calculation; and

provided further that the amount on deposit in a debt service reserve fund on any date of calculation
of Debt Service shall be deducted from the amount of principal due at the final maturity of the Bonds
and Contracts for which such debt service reserve fund was established and in each preceding year
until such amount is exhausted;

provided further that Debt Service shall be reduced by the amount of investment earnings credited to
any debt service fund created with respect to Contracts or Bonds; and

provided further that if the Bonds or Contracts constitute Paired Obligations, the interest rate on such
Bonds or Contracts shall be the resulting linked rate or the effective fixed interest rate to be paid by
the District with respect to such paired obligations.

District. The term “District” means the Otay Water District, a municipal water district duly formed
and existing under and by virtue of the laws of the State of California.

Event of Default. The term “Event of Default” means an event described in Section 8.01.

Fiscal Year. The term “Fiscal Year” means the period beginning on July 1 of each year and ending
on June 30 of such year, or any other twelve-month period selected and designated as the official
Fiscal Year of the District.

Independent Certified Public Accountant. The term “Independent Certified Public Accountant”
means any firm of certified public accountants appointed by the District, and each of whom is

-+ ND: 4844-1008-7169, v. 1 3



independent pursuant to the Statement on Auditing Standards No. 1 of the American Institute of
Certified Public Accountants.

Independent Financial Consultant. The term “Independent Financial Consultant” means a financial
consultant or firm of such consultants appointed by the District, and who, or each of whom:

(1) is in fact independent and not under domination of the District;
(2) does not have any substantial interest, direct or indirect, with the District; and

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

Installment Payment Date; 2007 Installment Payment Date. The term “Installment Payment Date”
means any date on which Installment Payments are scheduled to be paid by the District under and
pursuant to any Contract.” The term “2007 Installment Payment Date” means four (4) Business Days
prior to September 1 and March 1 of each year, commencing on September 1, 2007.

Installment Payments: 2007 Installment Payments. The term “Installment Payments” means the
installment payments of interest and principal scheduled to be paid by the District under and pursuant
to the Contracts. The term “2007 Installment Payments” means the Installment Payments scheduled
to be paid by the District under and pursuant hereto.

Installment Purchase Agreement. The term “Installment Purchase Agreement” means this
Installment Purchase Agreement, by and between the District and the Corporation, dated as of
, 2007, as originally executed and as it may from time to time be amended or
supplemented in accordance herewith.

Law. The term “Law” means the sections of the Water Code of the State of California applicable to
municipal water districts, including the sections commencing with Section 71000, and all laws
amendatory thereof or supplemental thereto.

Manager. The term “Manager” means the General Manager of the District, or any other person
designated by the General Manager to act on behalf of the General Manager.

Net Proceeds. The term “Net Proceeds” means, when used with respect to any casualty insurance or
condemnation award, the proceeds from such insurance or condemnation award remaining after
payment of all expenses (including attorneys’ fees) incurred in the collection of such proceeds.

Net Revenues. The term “Net Revenues” means, for any Fiscal Year, the Revenues for such Fiscal
Year less the Operation and Maintenance Costs for such Fiscal Year.

1996 Certificates. The term “1996 Certificates” means the Otay Water District $15,400,000 Variable
Rate Demand Certificates of Participation (1996 Capital Projects) executed and delivered pursuant to
the 1996 Installment Sale Agreement.

1996 Installment Payments. The term “1996 Installment Payments” means the Installment Payments
to be made by the District pursuant to the 1996 Installment Sale Agreement.
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1996 Installment Sale Agreement. The term “1996 Installment Sale Agreement” means the
Installment Sale Agreement, dated as of June 1, 1996, as amended by the First Amendment to
Installment Sale Agreement, dated as of August 1, 2004, each by and between the District and the
Corporation.

1993 Installment Sale Agreement. The term “1993 Installment Sale Agreement” means the
Installment Sale Agreement, dated as of June 1, 1993, as amended by Amendment No. 1 to
Installment Sale Agreement, dated as of March 1, 1994, each by and between the District and the
Corporation. The obligation of the District to make Installment Payments under the 1993 Installment
Sale Agreement terminated with the refinancing of its obligations thereunder pursuant to the 2004
Installment Purchase Agreement.

Operation and Maintenance Costs. The term “Operation and Maintenance Costs” means (i) costs
spent or incurred for maintenance and operation of the Water System calculated in accordance with
generally accepted accounting principles, including (among other things) the reasonable expenses of
management and repair and other expenses necessary to maintain and preserve the Water System in
good repair and working order, and including administrative costs of the District that are charged
directly or apportioned to the Water System, including but not limited to salaries and wages of
employees, payments to the Public Employees Retirement System, overhead, insurance, taxes (if
any), fees of auditors, accountants, attorneys or engineers and insurance premiums, and including all
other reasonable and necessary costs of the District or charges (other than debt service payments)
required to be paid by it to comply with the terms of this Installment Purchase Agreement or any
Contract or of any resolution or indenture authorizing the issuance of any Bonds or of such Bonds;
and (ii) costs spent or incurred in the purchase of water for the Water System; but excluding in all
cases depreciation, replacement and obsolescence charges or reserves therefor and amortization of
intangibles or other bookkeeping entries of a similar nature and all capital charges.

Paired Obligations. The term “Paired Obligations” means any Bond or Contract (or portion thereof)
designated as paired obligations in the resolution, indenture or other document authorizing the
issuance or execution and delivery thereof, which are simultaneously issued or executed and
delivered (i) the principal of which is of equal amount maturing and to be redeemed or prepaid (or
cancelled after acquisition thereof) on the same dates and in the same amounts, and (ii) the interest
rates which, taken together, result in an irrevocably substantially fixed interest rate obligation of the
District for the term of such Bond or Contract.

Project; 2007 Project. The term “Project” means any additions, betterments, extensions or
improvements to the Water System or other District facilities designated by the Board of Directors of
the District as a Project, the acquisition or construction of which is to be paid for by the proceeds of
any Contracts or Bonds. The term “2007 Project” means the acquisitions, repairs, additions,
betterments, extensions and improvements to the Water System, including real property and
buildings, if any, described in Exhibit A hereto and as modified in conformance with Section 3.01
hereof.

Purchase Price. The term “Purchase Price” means the principal amount plus interest thereon owed
by the District to the Corporation under the terms hereof as provided in Section 4.01.

Revenue Fund. The term “Revenue Fund” means the fund established under the 1993 Installment

Sale Agreement, continued under the 1996 Installment Sale Agreement and the 2004 Instaliment
Purchase Agreement and continued by the terms of Section 5.02 hereof.
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Revenues. The term “Revenues” means (i) all water availability charges imposed pursuant to
Chapter 2 of Part 5 of the Law not exceeding $10 per acre per year; and (ii) all income, rents, rates,
fees, charges and other moneys derived by the District from the ownership or operation of the Water
System, or any portion thereof, including without limiting the generality of the foregoing (a) all
income, rents, rates, fees, charges or other moneys derived from the sale, furnishing, and supplying
of water and other services, facilities and commodities sold, furnished or supplied through the
facilities of the Water System, including connection fees, (b) the earnings on and income derived
from the investment of such income, rents, rates, fees and charges or other moneys, and (c) the
proceeds derived by the District directly or indirectly from the sale, lease or other disposition of a
part of the Water System as permitted hereunder; provided that the term “Revenues” shall not include
customers’ deposits or any other deposits subject to refund until such deposits have become the
property of the District.

2004 Certificates. The term “2004 Certificates” means the $12,270,000 Otay Water District Revenue
Refunding Certificates of Participation (1993 Water Facilities Project), Series 2004 executed and
delivered pursuant to the 2004 Installment Purchase Agreement.

2004 Installment Payments. The term “2004 Installment Payments” means the Installment Payments
to be made by the District pursuant to the 2004 Installment Purchase Agreement.

2004 Installment Purchase Agreement. The term “2004 Installment Purchase Agreement” means the
Installment Purchase Agreement, dated as of July 1, 2004 by and between the District and the
Corporation,.

2007 Project Fund. The term “2007 Project Fund” means the fund by that name established pursuant
to Section 3.05 of the Trust Agreement. '

Taxes. The term “Taxes” means all taxes, including ad valorem taxes of the District, other than taxes
imposed pursuant to Chapter 1 of Part 9 of the Law to secure general obligation bonds of the District
or any improvement district thereof.

Tax Fund. The term “Tax Fund” means the fund established under the 1993 Installment Sale
Agreement, continued under the 1996 Installment Sale Agreement and the 2004 Installment Purchase
Agreement and continued by the terms of Section 5.02 hereof.

Trust Agreement. The term “Trust Agreement” means the Trust Agreement, dated as of
, 2007, by and among the District, the Corporation and the Trustee, as
originally executed and as it may from time to time be amended or supplemented in accordance with
its terms.

Trustee. The term “Trustee” means Union Bank of California, N.A., acting in its capacity as Trustee
under and pursuant to the Trust Agreement, and its successors and assigns.

Water Service. The term “Water Service” means the water distribution service made available or
provided by the Water System.

Water System. The term “Water System” means the entire potable and reclaimed water supply,

treatment, storage and distribution system of the District, including but not limited to all facilities,
properties and improvements at any time owned, controlled or operated by the District for the supply,
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treatment and storage of potable or reclaimed water to customers of the District, and any necessary
lands, rights, entitlements and other property useful in connection therewith, together with all
extensions thereof and improvements thereto at any time acquired, constructed or installed by the
District.

ARTICLE I

REPRESENTATIONS AND WARRANTIES:
OPINIONS OF COUNSEL

Section 2.01. Representations by the District. = The District makes the following
representations:

(a) The District is a municipal water district duly organized and existing under
and pursuant to the laws of the State of California.

(b) The District has full legal right, power and authority to enter into this
Installment Purchase Agreement and carry out its obligations hereunder, to carry out and
consummate all other transactions contemplated by this Installment Purchase Agreement, and the
District has complied with the provisions of the Law in all matters relating to such transactions.

(c) By proper action, the District has duly authorized the execution, delivery and
due performance of this Installment Purchase Agreement.

(d) The District will not take or, to the extent within its power, permit any action
to be taken which results in the interest paid for the installment purchase of the 2007 Project under
the terms of this Installment Purchase Agreement being included in the gross income of the
Corporation or its assigns for purposes of federal or State of California personal income taxation.

(e) The District has determined that it is necessary and proper for District uses
and purposes within the terms of the Law that the District finance the 2007 Project in the manner
provided for in this Installment Purchase Agreement, in order to provide essential services and
facilities to persons residing in the District.

Section 2.02. Representations and Warranties by the Corporation. The Corporation makes
the following representations and warranties:

(a) The Corporation is a nonprofit public benefit corporation duly organized and
in good standing under the laws of the State of California, has full legal right, power and authority to
enter into this Installment Purchase Agreement and to carry out and consummate all transactions
contemplated by this Installment Purchase Agreement and by proper action has duly authorized the
execution and delivery and due performance of this Installment Purchase Agreement.

(b) The execution and delivery of this Installment Purchase Agreement and the
consummation of the transactions herein contemplated will not violate any provision of law, any
order of any court or other agency of government, or any indenture, material agreement or other
instrument to which the Corporation is now a party or by which it or any of its properties or assets is
bound, or be in conflict with, result in a breach of or constitute a default (with due notice or the
passage of time or both) under any such indenture, agreement or other instrument, or result in the
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creation or imposition of any prohibited lien, charge or encumbrance of any nature whatsoever upon
any of the properties or assets of the Corporation.

(©) The Corporation will not take or permit any action to be taken which results
in interest paid for the installment purchase of the 2007 Project under the terms of this Installment
Purchase Agreement being included in the gross income of the Corporation or its assigns for
purposes of federal or State of California personal income taxation.

ARTICLE III
CONSTRUCTION, SALE AND PURCHASE OF 2007 PROJECT; 2007 PROJECT FUND

Section 3.01. Sale and Purchase of the 2007 Project. In consideration for the Installment
Payments as set forth in Section 4.02, the Corporation agrees to sell, and hereby sells, to the District,
and the District agrees to purchase, and hereby purchases, from the Corporation, the 2007 Project at
the Purchase Price specified in Section 4.01 and otherwise in the manner and in accordance with the
provisions of this Installment Purchase Agreement. In consideration for the Corporation’s assistance
in financing the 2007 Project through the execution and delivery of this Installment Purchase
Agreement, the District agrees to act as the Corporation’s agent for purposes of the acquisition,
construction and installation of the 2007 Project, as provided in Section 3.02, below.

Section 3.02. Construction of 2007 Project. From the moneys on deposit in the 2007
Project Fund (established and funded under the Trust Agreement) and other moneys available
therefor in the Revenue Fund, the District will acquire and construct the 2007 Project with all
practicable dispatch, and such acquisition and construction will be made in an expeditious manner
and in conformity with the law so as to complete the same as soon as possible.

(a) Time for Completion. The District agrees to use best efforts to ensure that the
2007 Project is completed by ,20 .

(b) Payment of Claims. The District will pay and discharge any and all lawful
claims for labor, materials or supplies which, if unpaid, might become a lien or charge upon the 2007
Project Fund or the Revenue Fund or any part thereof, or upon any funds held by the Trustee, or
which might impair the security of the Instaliment Payments; provided, that nothing herein contained
shall require the District to make any such payments so long as the District in good faith shall contest
the validity of any such claims and such nonpayment will not materially adversely affect the
District’s ability to perform its obligations hereunder.

(c) Changes to 2007 Project. The District may substitute other improvements for
those listed as components of the 2007 Project in Exhibit A if the facilities being constructed in lieu
of the ones listed in Exhibit A are determined by the District to be more necessary to the proper
functioning of the Water System at the time of said determination; provided that the District shall file
a Written Order of the District with the Trustee informing the Trustee of the District’s determination.

Section 3.03. Title. All right, title and interest in each element and component of the 2007
Project shall vest in the District immediately upon execution and delivery of this Installment
Purchase Agreement or, if later, upon the acquisition of any rights with respect to such element or
component. Such vesting shall be automatic and shall require no further action by the District or the
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Corporation, but the Corporation agrees to execute and deliver, from time to time, any documents the
District deems necessary or desirable to evidence such vesting.

Section 3.04. Deposit of Moneys into 2007 Project Fund. On the Delivery Date, the
Corporation shall cause to be transferred to the District, from the proceeds of the sale of the
Certificates, all amounts not required to pay premium for insurance, underwriter’s fees, counsel fees
or other costs related to the execution and delivery of the Certificates.

ARTICLE 1V

2007 INSTALLMENT PAYMENTS

Section 4.01. Purchase Price.

(@) The Purchase Price to be paid by the District hereunder to the Corporation is
the sum of the principal amount of the District’s obligations hereunder plus the interest to accrue on
the unpaid balance of such principal amount from the effective date hereof over the term hereof,
subject to prepayment as provided in Article VII.

(b) The principal amount of the payments to be made by the District hereunder is
set forth in Exhibit B hereto.

(©) The interest to accrue on the unpaid balance of such principal amount is as
specified in Section 4.02 and Exhibit B hereto, and shall be paid by the District as and constitute
interest paid on the principal amount of the District’s obligations hereunder.

Section 4.02. 2007 Installment Payments. The District shall, subject to its rights of
prepayment provided in Article VI, pay the Corporation the Purchase Price in installment payments
of interest and principal in the amounts and on the 2007 Installment Payment Dates as set forth in
Exhibit B hereto.

Each 2007 Installment Payment shall be paid to the Corporation in lawful money of the
United States of America. In the event the District fails to make any of the payments required to be
made by it under this section, such payment shall continue as an obligation of the District until such
amount shall have been fully paid and the District agrees to pay the same with interest accruing
thereon at the rate or rates of interest then applicable to the remaining unpaid principal balance of the
2007 Installment Payments if paid in accordance with their terms.

The obligation of the District to make the 2007 Installment Payments is absolute and
unconditional, and until such time as the Purchase Price shall have been paid in full (or provision for .
the payment thereof shall have been made pursuant to Article 1X), the District will not discontinue or
suspend any 2007 Installment Payment required to be made by it under this section when due,
whether or not the Water System or any part thereof is operating or operable or its use is suspended,
interfered with, reduced or curtailed or terminated in whole or in part, and such payments shall not be
subject to reduction whether by offset or otherwise and shall not be conditional upon the performance
or nonperformance by any party of any agreement for any cause whatsoever.
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ARTICLE V

SECURITY

Section 5.01. Pledge of Taxes and Revenues. All Revenues and Taxes and all amounts on
deposit in the Revenue Fund and the Tax Fund are hereby irrevocably pledged to the payment of the
2007 Installment Payments as provided herein and the Revenues and Taxes shall not be used for any
other purpose while any of the 2007 Installment Payments remain unpaid; provided that out of the
Revenues and Taxes and amounts on deposit in the Revenue Fund there may be apportioned such
sums for such purposes as are expressly permitted herein. This pledge shall constitute a first and
exclusive lien on Revenues and Taxes, all amounts on deposit in the Revenue Fund on a parity with
the pledge under the 1996 Installment Sale Agreement, the 2004 Installment Purchase Agreement
and any other Contracts or Bonds hereafter issued on a parity herewith, subject to application of
amounts on deposit therein as permitted herein, the Revenue Fund, the Tax Fund and the other funds
and accounts created hereunder for the payment of the 2007 Installment Payments in accordance with
the terms hereof and of the Trust Agreement.

Section 5.02. Allocation of Revenues and Taxes. In order to carry out and effectuate the
pledge and lien contained herein, the District agrees and covenants that all Revenues and Taxes shall
be received by the District in trust hereunder and shall be deposited when and as received in separate
specials fund designated as the “Revenue Fund” and the “Tax Fund,” respectively, which funds were
previously established under the 1993 Installment Sale Agreement, continued under the 1996
Installment Sale Agreement and the 2004 Installment Purchase Agreement and are hereby continued
by the terms of this Section 5.02, and which funds the District agrees and covenants to maintain and
to hold separate and apart from other funds so long as any Installment Payments, Contracts or Bonds
remain unpaid. Moneys in the Revenue Fund and Tax Fund shall be used and applied by the District
as provided in this Installment Purchase Agreement and as provided in the 1996 Installment Sale
Agreement and the 2004 Installment Purchase Agreement while the 1996 Certificates and the 2004
Certificates remain Outstanding.

The District shall, from the moneys in the Revenue Fund, pay all Operation and Maintenance
Costs (including amounts reasonably required to be set aside in contingency reserves for Operation
and Maintenance Costs, the payment of which is not then immediately required) as they become due
and payable. All moneys in the Tax Fund, and, to the extent such moneys are insufficient, all
remaining moneys in the Revenue Fund, shall be set aside by the District at the following times in the
following respective special funds in the following order of priority and all moneys in each of such
funds shall be held in trust and shall be applied, used and withdrawn only for the purposes hereinafter
authorized in this Section:

(a) Certificate Payment Fund. On or before each 2007 Installment Payment
Date, the District shall, from the moneys in the Tax Fund and, to the extent needed, the Revenue
Fund, transfer to the Trustee for deposit in the Certificate Payment Fund the 2007 Installment
Payment due and payable on that Installment Payment Date. The District shall also, from the
moneys in the Tax Fund and, to the extent needed, the Revenue Fund, transfer to the applicable
trustee or payee for deposit in the applicable payment fund, without preference or priority, and in the
event of any insufficiency of such moneys ratably without any discrimination or preference, any

other Debt Service in accordance with the provisions of the Contract, resolution or indenture relating
thereto.

ND: 4844-1008-7169, v. 1 10



No deposit need be made in the Certificate Payment Fund as 2007 Installment
Payments if the amount in the Certificate Payment Fund is at least equal to the amount of the 2007
Installment Payment due and payable on the next succeeding 2007 Installment Payment Date.

All money in the Certificate Payment Fund shall be used and withdrawn by the
Trustee in accordance with the Trust Agreement.

(b) Reserve Fund. On or before each 2007 Installment Payment Date, the
District shall, from the remaining moneys in the Tax Fund and, to the extent needed, the Revenue
Fund, thereafter, without preference or priority, and in the event of any insufficiency of such moneys
ratably without any discrimination or preference, transfer to the Trustee for deposit in the Reserve
Fund, that sum, if any, necessary to restore the Reserve Fund to an amount equal to the 2007 Reserve
Fund Requirement, transfer to the applicable trustee for deposit to such other reserve fund or account
for Bonds or Contracts an amount equal to the amount required to be deposited therein, and to
transfer to the Insurer any amounts due pursuant to any agreement related to the repayment of draws
under the Reserve Policy as prescribed in Section 5.03 of the Trust Agreement.

No transfer of moneys for deposit to the Reserve Fund in connection with the 2007
Installment Payments need be made if the amount contained therein is at least equal to the 2007
Reserve Fund Requirement.

(©) Surplus. Moneys on deposit in the Tax Fund or Revenue Fund not necessary
to make any of the payments required above or as required by the 1996 Installment Sale Agreement
or the 2004 Installment Purchase Agreement may be expended by the District at any time for any
purpose permitted by law.

Section 5.03. Additional Contracts and Bonds. The District may at any time execute any
Contract or issue any Bonds, as the case may be, in accordance herewith, provided an Independent
Financial Consultant or Certified Public Accountant shall render to and file with the District and the
Trustee a written report certifying that Taxes and Net Revenues for any twelve (12) consecutive
calendar months in the eighteen (18) calendar months immediately preceding the issuance of the
additional Contracts or Bonds adjusted as set forth below are at least equal to 125% of Debt Service
(including for purposes of such calculation the obligation of the District to repay Policy Costs, if any,
to the Insurer), assuming such additional Contracts had been executed or additional Bonds had been
issued at the beginning of such twelve-month period.

For purposes of calculating Net Revenues as set forth in the preceding paragraph,
adjustments to the computations of Net Revenues may be made for the following:

(1) any change in service charges which has been adopted subsequent to
the commencement of the twelve-month period but prior to the date of issuance or execution of the
additional Bonds or Contracts;

2 customers added to the Water System subsequent to the
commencement of the twelve-month period but prior to the date of issuance or execution of the

additional Bonds or Contracts;

3) the estimated change in Net Revenues which will result from the
connection of existing residences or businesses to the Water System within one year following
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completion of any project to be funded or system to be acquired from the proceeds of such additional
Bonds or Contracts; and

4) the estimated change in Net Revenues which will result from services
provided under any long-term, guaranteed contract that extends for the life of the additional Bonds or
Contracts if entered into subsequent to the commencement of the twelve-month period but prior to
the date of issuance or execution of the additional Bonds or Contracts.

Notwithstanding the foregoing, Bonds issued or Contracts executed to refund Bonds or
Contracts may be delivered without satisfying the conditions set forth above if Debt Service in each
Fiscal Year after the Fiscal Year in which such Bonds are issued or Contracts executed is not greater
than Debt Service would have been in each such Fiscal Year prior to the issuance of such Bonds or
execution of such Contracts.

In addition to the foregoing, in the event any Policy Costs are past due and owing to the
Insurer, the Insurer must provide written consent to the issuance of any Bonds or the execution of
any Contracts.

Section 5.04. Investments. All moneys held by the District in the Tax Fund and Revenue
Fund shall be invested in the manner authorized by the District’s financial policies or as otherwise
permitted by law. Investment earnings thereon shall remain on deposit in such fund, except as
otherwise provided herein.

ARTICLE VI
COVENANTS OF THE DISTRICT

Section 6.01. Compliance with Installment Purchase Agreement and Ancillary Agreements.
The District will punctually pay the 2007 Installment Payments in strict conformity with the terms
hereof, and will faithfully observe and perform all the agreements, conditions, covenants and terms
contained herein required to be observed and performed by it, and will not terminate the Installment
Purchase 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
2007 Project, 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 herein
required to be observed and performed by it, whether express or implied, or any duty, liability or
obligation arising out of or connected herewith 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, lock outs, 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 Trust Agreement required to be observed and performed by it, and it is
expressly understood and agreed by and among the parties to this Installment Purchase Agreement
and the Trust Agreement that, subject to Section 10.06 hereunder, each of the agreements, conditions,
covenants and terms contained in each such agreement is an essential and material term of the

ND: 4844-1008-7169, v. 1 12



purchase of and payment for the 2007 Project by the District pursuant to, and in accordance with, and
as authorized under the Law.

The District will faithfully observe and perform all the agreements, conditions, covenants and
terms required to be observed and performed by it pursuant to all outstanding Contracts and Bonds as
such may from time to time be executed or issued, as the case may be.

Section 6.02. Against Encumbrances. The District will not make any pledge of or place
any lien on Revenues or the moneys in the Revenue Fund or Taxes or moneys in the Tax Fund except
as provided herein. The District may at any time, or from time to time, issue evidences of
indebtedness or incur other obligations for any lawful purpose which are payable from and secured
by a pledge of and lien on Revenues or any moneys in the Revenue Fund or Taxes or moneys in the
Tax Fund as may from time to time be deposited therein (as provided in Section 5.02) provided that
such pledge and lien shall be on a parity with, or subordinate in all respects to, the pledge of and lien
thereon provided herein.

Section 6.03. Against Sale or Other Disposition of Property. The District will not enter into
any agreement or lease which impairs the operation of the Water System or any part thereof
necessary to secure adequate Revenues for the payment of the 2007 Installment Payments, or which
would otherwise impair the rights of the Corporation hereunder or the operation of the Water System.
Any real or personal property which has become nonoperative or which is not needed for the
efficient and proper operation of the Water System, or any material or equipment which has become
worn out, may be sold if such sale will not impair the ability of the District to pay the 2007
Installment Payments and if the proceeds of such sale are deposited in the Revenue Fund.

Nothing herein shall restrict the ability of the District to sell any portion of the Water System
if such portion is immediately repurchased by the District and if such arrangement cannot by its
terms result in the purchaser of such portion of the Water System exercising any remedy which
would deprive the District of or otherwise interfere with its right to own and operate such portion of
the Water System.

Section 6.04. Against Competitive Facilities. The District will not, to the extent permitted
by law, acquire, construct, maintain or operate and will not, to the extent permitted by law and within
the scope of its powers, permit any other public or private agency, corporation, district or political
subdivision or any person whomsoever to acquire, construct, maintain or operate within the District
any water system competitive with the Water System.

Section 6.05. Tax Covenants. The District shall comply with the tax covenants set forth in
the Trust Agreement.

Section 6.06. Maintenance and Operation of the Water System. The District will maintain
and preserve the Water System in good repair and working order at all times and will operate the
Water System in an efficient and economical manner and will pay all Operation and Maintenance
Costs as they become due and payable.

Section 6.07. Payment of Claims. The District will pay and discharge any and all lawful
claims for labor, materials or supplies which, if unpaid, might become a lien on the Revenues, Taxes
or the funds or accounts created hereunder or under the Trust Agreement or on any funds in the
hands of the District pledged to pay the 2007 Installment Payments or to the Owners prior or superior
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to the lien of the 2007 Installment Payments or which might impair the security of the 2007
Installment Payments.

Section 6.08. 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 System and all other contracts
affecting or involving the Water System, to the extent that the District is a party thereto.

Section 6.09. Insurance.

(a) The District will procure and maintain or cause to be procured and
maintained insurance on the Water System with responsible insurers in such amounts and against
such risks (including accident to or destruction of the Water System) as are usually covered in
connection with facilities similar to the Water System so long as such insurance is available at
reasonable rates.

In the event of any damage to or destruction of the Water System caused by the perils
covered by such insurance, the Net Proceeds thereof shall be applied to the reconstruction, repair or
replacement of the damaged or destroyed portion of the Water System. The District shall begin such
reconstruction, repair or replacement promptly after such damage or destruction shall occur, and shall
continue and properly complete such reconstruction, repair or replacement as expeditiously as
possible, and shall pay out of such Net Proceeds all costs and expenses in connection with such
reconstruction, repair or replacement so that the same shall be completed and the Water System shall
be free and clear of all claims and liens.

If such Net Proceeds exceed the costs of such reconstruction, repair or replacement, then the
excess Net Proceeds shall be applied in part to the prepayment of 2007 Installment Payments as
provided in Article VII and in part to such other fund or account as may be appropriate and used for
the retirement of Bonds and Contracts in the same proportion which the aggregate unpaid principal
balance of 2007 Installment Payments then bears to the aggregate unpaid principal amount of such
Bonds and Contracts. If such Net Proceeds are sufficient to enable the District to retire the entire
obligation evidenced hereby prior to the final due date of the 2007 Installment Payments as well as
the entire obligations evidenced by Bonds and Contracts then remaining unpaid prior to their final
respective due dates, the District may elect not to reconstruct, repair or replace the damaged or
destroyed portion of the Water System, and thereupon such Net Proceeds shall be applied to the

prepayment of 2007 Installment Payments as provided in Article VII and to the retirement of such
Bonds and Contracts. :

(b) The District will procure and maintain such other insurance which it shall
deem advisable or necessary to protect its interests and the interests of the Corporation, which
insurance shall afford protection in such amounts and against such risks as are usually covered in
connection with municipal Water Systems similar to the Water System.

(c) Any insurance required to be maintained by paragraph (a) above and, if the
District determines to procure and maintain insurance pursuant to paragraph (b) above, 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 Water Systems similar
to the Water System and is, in the opinion of an accredited actuary, actuarially sound.
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All policies of insurance required to be maintained herein shall provide that the Corporation
or its assignee shall be given thirty (30) days’ written notice of any intended cancellation thereof or
reduction of coverage provided thereby.

Section 6.10. Accounting Records: Financial Statements and Other Reports.

(a) The District will keep appropriate accounting records in which complete and
correct entries shall be made of all transactions relating to the Water System, which records shall be
available for inspection by the Corporation, the Insurer and the Trustee at reasonable hours and under
reasonable conditions.

(b) The District will prepare and file with the Corporation or its assignee and, so
long as the Bond Insurance Policy is in full force and effect, with Insurer, annually within one
hundred eighty (180) days after the close of each Fiscal Year (commencing with the Fiscal Year
ending June 30, 2007) financial statements of the District for the preceding Fiscal Year prepared in

accordance with generally accepted accounting principles, together with an Accountant’s Report
thereon.

Section 6.11. Protection of Security and Rights of the Corporation. The District will
preserve and protect the security hereof and the rights of the Corporation to the 2007 Installment
Payments hereunder and will warrant and defend such rights against all claims and demands of all
persons.

Section 6.12. Payment of Taxes and Compliance with Governmental Regulations. The
District will pay and discharge all taxes,. assessments and other governmental charges which may
hereafter be lawfully imposed upon the Water System, or any part thereof or upon the Revenues
when the same shall become due. The District will duly observe and conform with all valid
regulations and requirements of any governmental authority relative to the operation of the Water
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.

Section 6.13.  Amount of Rates and Charges. The District shall fix, prescribe, revise and
collect rates, fees and charges for the Water Service which will be at least sufficient to yield during
each Fiscal Year Taxes and Net Revenues equal to one hundred twenty-five percent (125%) of the
Debt Service (including for purposes of such calculation the obligation of the District to repay Policy
Costs, if any, to the Insurer) for such Fiscal Year. The District may make adjustments from time to
time in such rates and charges and may make such classification thereof as it deems necessary, but
shall not reduce the rates and charges then in effect unless the Taxes and Net Revenues from such
reduced rates and charges will at all times be sufficient to meet the requirements of this section.

Section 6.14. Collection of Rates and Charges. The District will have in effect at all times
by-laws, rules and regulations requiring each customer to pay the rates and charges applicable to the
Water Service to such land and providing for the billing thereof and for a due date and a delinquency
date for each bill. In each case where such bill remains unpaid in whole or in part after it becomes
delinquent, the District may discontinue such service from the Water System, and such service shall
not thereafter be recommenced except in accordance with the District laws or rules and regulations
governing such situations of delinquency.
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Section 6.15. Eminent Domain Proceeds. If all or any part of the Water System shall be
taken by eminent domain proceedings, the Net Proceeds thereof shall be applied as follows:

(a) If (1) the District files with the Corporation and the Trustee a certificate
showing (i) the estimated loss of annual Net Revenues, if any, suffered or to be suffered by the
District by reason of such eminent domain proceedings, (ii) a general description of the additions,
betterments, extensions or improvements to the Water System proposed to be acquired and
constructed by the District from such Net Proceeds, and (iii) an estimate of the additional annual Net
Revenues to be derived from such additions, betterments, extensions or improvements, and (2) the
District, on the basis of such certificate filed with the Corporation and the Trustee, determines that
the estimated additional annual Net Revenues will sufficiently offset the estimated loss of annual Net
Revenues resulting from such eminent domain proceedings so that the ability of the District to meet
its obligations hereunder will not be substantially impaired (which determination shall be final and
conclusive), then the District shall promptly proceed with the acquisition and construction of such
additions, betterments, extensions or improvements substantially in accordance with such certificate
and such Net Proceeds shall be applied for the payment of the costs of such acquisition and
construction, and any balance of such Net Proceeds not required by the District for such purpose -
shall be deposited in the Revenue Fund.

(b) If the foregoing conditions are not met, then such Net Proceeds shall be
applied in part to the prepayment of 2007 Installment Payments as provided in Article VII and in part
to such other fund or account as may be appropriate and used for the retirement of Bonds and
Contracts in the same proportion which the aggregate unpaid principal balance of 2007 Installment
Payments then bears to the aggregate unpaid principal amount of such Bonds and Contracts.

Section 6.16. Further Assurances. The District will adopt, deliver, execute and make any
and all further assurances, instruments and resolutions as may be reasonably necessary or proper to
carry out the intention or to facilitate the performance hereof and for the better assuring and
confirming unto the Corporation of the rights and benefits provided to it herein.

Section 6.17. Enforcement of Contracts. So long as any of the Certificates are outstanding,
the District will not voluntarily consent to or permit any rescission of, nor will it consent to any
amendment to or otherwise take any action under or in connection with any contracts previously or
hereafter entered into which contracts provide for water to be supplied to the District which consent,
revision, amendment or other action will reduce the supply of water thereunder (except as provided
therein), unless the Board of Directors of the District determines by resolution that such rescission or

amendment would not materially adversely affect the ability of the District to pay 2007 Installment
Payments.

Section 6.18. Continuing Disclosure. The District has covenanted and agreed pursuant to
the Trust Agreement that it will comply with and carry out all of its obligations under the continuing
disclosure certificate to be executed and delivered by the District in connection with the execution
and delivery of the Certificates. Notwithstanding any other provision of this Installment Purchase
Agreement, failure of the District to comply with the continuing disclosure certificate shall not be
considered an Event of Default.
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ARTICLE VII

PREPAYMENT OF 2007 INSTALLMENT PAYMENTS
Section 7.01. Prepayment.

(a) The District may or shall, as the case may be, prepay from the Net Proceeds
as provided herein the 2007 Installment Payments in whole or in part on any date in the order of
payment date as directed by the District at a prepayment price equal to the sum of the principal
amount prepaid plus accrued interest thereon to the date of prepayment.

(b) The District shall have the right at any time or from time to time from any
available funds to prepay all or any part of the 2007 Installment Payments; provided that any
prepayment of a principal component of the 2007 Installment Payments to be applied to the
prepayment or defeasance of Certificates shall be in an amount sufficient to provide for such
prepayment or defeasance of Certificates in Authorized Denominations and otherwise in accordance
with the provisions of the Trust Agreement and Section 9.01 hereof. The Corporation shall accept
such prepayments when the same are tendered by the District. With respect to prepayments of
Installment Payments pursuant to this Section, the District shall determine which Installment
Payments are to be prepaid, including the principal component of the Instaliment Payment due on
each Instaliment Payment Date to be paid or prepaid with such prepayments, and, subject to the
provisions of this Section, the date on which each such prepayment is to be made.

Notwithstanding any such prepayment, the District shall not be relieved of its obligations
hereunder, including its obligations under Article IV, until the Purchase Price shall have been fully
paid (or provision for payment thereof shall have been provided to the written satisfaction of the
Corporation).

Section 7.02. Method of Prepayment. Before making any prepayment pursuant to
Section 7.01, the District shall give written notice to the Corporation and the Trustee specifying the
date on which the prepayment will be paid, which date shall be not less than sixty (60) nor more than
seventy-five (75) days from the date such notice is given.

ARTICLE VIII

EVENTS OF DEFAULT AND REMEDIES OF THE CORPORATION

Section 8.01. Events of Default and Acceleration of Maturities. If one or more of the
following Events of Default shall happen, that is to say --

(D if default shall be made by the District in the due and punctual
payment of any 2007 Installment Payment or any Contract or Bond when and as the same shall
become due and payable;

2) if default shall be made by the District in the performance of any of
the other agreements or covenants required herein 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
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3) if 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 the consent of the District seeking arrangement or reorganization under the federal
bankruptcy laws or any other applicable law of the United States of America or any state therein, or
if under the provisions of any other law for the relief or aid of debtors any court of competent
jurisdiction shall assume custody or control of the District or of the whole or any substantial part of
its property; or

@) if payment of the principal of any Contract or Bond is accelerated in
accordance with its terms;

then and in each and every such case during the continuance of an Event of Default, the Corporation
at the written direction of Insurer so long as the Bond Insurance Policy is in full force and effect
shall, and, with the written consent of Insurer so long as the Bond Insurance Policy is in full force
and effect may, by notice in writing to the District, declare the entire principal amount of the unpaid
2007 Installment Payments and the accrued interest thereon to be due and payable immediately, and
upon any such declaration the same shall become immediately due and payable, anything contained
herein to the contrary notwithstanding. This Section, however, is subject to the condition that if at
any time after the entire principal amount of the unpaid 2007 Installment Payments and the accrued
interest thereon shall have been so declared due and payable and before any judgment or decree for
the payment of the moneys due shall have been obtained or entered the District shall deposit with the
Corporation a sum sufficient to pay the unpaid principal amount of the 2007 Installment Payments or
the unpaid payment of any other Contract or Bond referred to in clause (1) above due prior to such
declaration and the accrued interest thereon, with interest on such overdue installments, at the rate or
rates applicable to the remaining unpaid principal balance of the 2007 Installment Payments or such
Contract or Bond if paid in accordance with their terms, and the reasonable expenses of the
Corporation, and any and all other defaults known to the Corporation (other than in the payment of
the entire principal amount of the unpaid 2007 Installment Payments and the accrued interest thereon
due and payable solely by reason of such declaration) shall have been made good or cured to the
satisfaction of the Corporation or provision deemed by the Corporation to be adequate shall have
been made therefor, then and in every such case the Insurer, so long as the Bond Insurance Policy is
in full force and effect, by written notice to the District, or the Corporation, by written notice to the
District and with the written consent of Insurer so long as the Bond Insurance Policy is in full force
and effect, may rescind and annul such declaration and its consequences; but no such rescission and
annulment shall extend to or shall affect any subsequent default or shall impair or exhaust any right
or power consequent thereon.

Insurer shall have the right to direct an accounting at the District’s expense, and the District’s
failure to comply with such direction within thirty (30) days after receipt of written notice of the
direction from Insurer shall be deemed a default under this Installment Purchase Agreement;
provided, however, that if compliance cannot occur within such period, then such period shall be
extended so long as compliance is begun within such period and diligently pursued, but only if such
extension would not materially adversely affect the interests of any Owner of the Certificates.

ND: 4844-1008-7169, v. 1 18



Section 8.02. Application of Funds Upon Acceleration. Upon the date of the declaration of
acceleration as provided in Section 8.01, all Taxes and Revenues thereafter received by the District
shall be applied in the following order --

First, to the payment, without preference or priority, and in the event of any insufficiency of
such Revenues or Taxes ratably without any discrimination or preference, of the fees, costs and
expenses of the Corporation and Trustee, if any, in carrying out the provisions of this article,
including reasonable compensation to their respective accountants and counsel;

Second, other than Taxes, to the payment of the Operation and Maintenance Costs; and

Third, to the payment of the entire principal amount of the unpaid 2007 Installment Payments
and the unpaid principal amount of all Bonds and Contracts and the accrued interest thereon, with
interest on the overdue installments at the rate or rates of interest applicable to the 2007 Installment
Payments and such Bonds and Contracts if paid in accordance with their respective terms.

Section 8.03. Other Remedies of the Corporation. The Corporation shall at the written
direction of Insurer so long as the Bond Insurance Policy is in full force and effect, and shall have the

right with the written consent of Insurer so long as the Bond Insurance Policy is in full force and
effect --

(a) by mandamus or other action or proceeding or suit at law or in equity to
enforce its rights against the District or any director, officer or employee thereof, and to compel the
District or any such director, officer or employee to perform and carry out its or his duties under the
Law and the agreements and covenants required to be performed by it or him contained herein;

(b) by suit in equity to enjoin any acts or things which are unlawful or violate the
rights of the Corporation; or

(c) by suit in equity upon the happening of an Event of Default to require the
District and its directors, officers and employees to account as the trustee of an express trust.

Notwithstanding anything contained herein, the Corporation shall have no security interest in
or mortgage on the 2007 Project, the Water System or other assets of the District and no default
hereunder shall result in the loss of the 2007 Project, the Water System, or other assets of the District.

Section 8.04. Non-Waiver. Nothing in this article or in any other provision hereof shall
affect or impair the obligation of the District, which is absolute and unconditional, to pay the 2007
Installment Payments to the Corporation at the respective due dates or upon prepayment from the Net
Revenues, the Revenue Fund and the other funds herein pledged for such payment, or shall affect or
impair the right of the Corporation, which is also absolute and unconditional, to institute su1t to
enforce such payment by virtue of the contract embodied herein.

A waiver of any default or breach of duty or contract by the Corporation shall not affect any
subsequent default or breach of duty or contract or impair any rights or remedies on any such
subsequent default or breach of duty or contract; provided however that so long as the Bond
Insurance Policy is in full force and effect, the Corporation shall not waive any default or breach of
duty or contract without the written consent of Insurer. No delay or omission by the Corporation to
exercise any right or remedy accruing upon any default or breach of duty or contract shall impair any
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such right or remedy or shall be construed to be a waiver of any such default or breach of duty or
contract or an acquiescence therein, and every right or remedy conferred upon the Corporation by the
Law or by this article may be enforced and exercised from time to time and as often as shall be
deemed expedient by the Corporation.

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

Section 8.05. Remedies Not Exclusive. No remedy herein conferred upon or reserved to
the Corporation is intended to be exclusive of any other remedy, and each such remedy shall be
cumulative and shall be in addition to every other remedy given hereunder or now or hereafter
existing in law or in equity or by statute or otherwise and may be exercised without exhausting and
without regard to any other remedy conferred by the Law or any other law.

ARTICLE IX

DISCHARGE OF OBLIGATIONS

Section 9.01. Discharge of Obligations. When

(a) all or any portion of the 2007 Installment Payments shall have become due
and payable in accordance herewith or a written notice of the District to prepay all or any portion of
the 2007 Installment Payments shall have been filed with the Trustee; and

(b) there shall have been deposited with the Trustee at or prior to the 2007
Installment Payment Dates or date (or dates) specified for prepayment, in trust for the benefit of the
Corporation or its assigns and irrevocably appropriated and set aside to the payment of all or any
portion of the 2007 Installment Payments, sufficient moneys and non-callable Permitted Investments,
issued by the United States of America and described in clause (A) of the definition thereof, the
principal of and interest on which when due will provide money sufficient to pay all principal,
prepayment premium, if any, and interest of such 2007 Installment Payments to their respective 2007
Installment Payment Dates or prepayment date or dates as the case may be; and

(c) provision shall have been made for paying all fees and expenses of the
Trustee, then and in that event, if an opinion of bond counsel acceptable to the Trustee is filed with
the Trustee to the effect that the actions authorized by and taken pursuant to this Article IX shall not
adversely affect the tax exempt status of the interest portion of the 2007 Installment Payments, the
right, title and interest of the Corporation herein and the obligations of the District hereunder shall,
with respect to all or such portion of the 2007 Installment Payments as have been so provided for,
thereupon cease, terminate, become void and be completely discharged and satisfied (except for the
right of the Trustee and the obligation of the District to have such moneys and such Permitted
Investments applied to the payment of such 2007 Installment Payments).

In such event, upon request of the District the Trustee shall cause an accounting for such
period or periods as may be requested by the District to be prepared and filed with the District and
shall execute and deliver to the District all such instruments as may be necessary or desirable to
evidence such total or partial discharge and satisfaction, as the case may be, and, in the event of a
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total discharge and satisfaction, the Trustee shall pay over to the District, after payment of all
amounts due the Trustee pursuant to the Trust Agreement, as an overpayment of 2007 Installment
Payments, all such moneys or such Permitted Investments held by it pursuant hereto other than such
moneys and such Permitted Investments, as are required for the payment or prepayment of the 2007
Installment Payments, which moneys and Permitted Investments shall continue to be held by the
Trustee in trust for the payment of the 2007 Installment Payments and shall be applied by the Trustee
to the payment of the 2007 Installment Payments of the District.

ARTICLE X

MISCELLANEOUS

Section 10.01. Liability Limited. Notwithstanding anything contained herein, the District
shall not be required to advance any moneys derived from any source of income other than the
Revenues, Taxes, the Revenue Fund, the Tax Fund and the other funds provided herein for the
payment of amounts due hereunder or for the performance of any agreements or covenants required
to be performed by it contained herein. 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 2007 Installment Payments is a special obligation
of the District payable solely from the Taxes, Net Revenues and amounts on deposit in the Revenue
Fund and the Tax Fund and does not constitute a debt of the District or of the State of California or of
any political subdivision thereof in contravention of any constitutional or statutory debt limitation or
restriction.

Section 10.02. Benefits of Installment Purchase Agreement Limited to Parties. Nothing
contained herein, expressed or implied, is intended to give to any person other than the District or the
Corporation any right, remedy or claim under or pursuant hereto, and any agreement or covenant
required herein to be performed by or on behalf of the District or the Corporation shall be for the sole
and exclusive benefit of the other party.

Section 10.03. Successor Is Deemed Included in all References to Predecessor. Whenever
either the District or the Corporation is named or referred to herein, such reference shall be deemed
to include the successor to the powers, duties and functions that are presently vested in the District or
the Corporation, and all agreements and covenants required hereby to be performed by or on behalf
of the District or the Corporation shall bind and inure to the benefit of the respective successors
thereof whether so expressed or not.

Section 10.04. Waiver of Personal Liability. No council member, officer or employee of the
District shall be individually or personally liable for the payment of the 2007 Installment Payments,
but nothing contained herein shall relieve any director, officer or employee of the District from the
performance of any official duty provided by any applicable provisions of law or hereby.

Section 10.05. Article and Section Headings, Gender and References. The headings or titles
of the several articles and sections hereof and the table of contents appended hereto shall be solely
for convenience of reference and shall not affect the meaning, construction or effect hereof, and
words of any gender shall be deemed and construed to include all genders. All references herein to
“Articles,” “Sections” and other subdivisions or clauses are to the corresponding articles, sections,
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subdivisions or clauses hereof and the words “hereby,” “herein,” “hereof,” “hereto,” “herewith” and
other words of similar import refer to the Installment Purchase Agreement as a whole and not to any
particular article, section, subdivision or clause hereof.

Section 10.06. Partial Invalidity. If any one or more of the agreements or covenants or
portions thereof required hereby to be performed by or on the part of the District or the Corporation
shall be contrary to law, then such agreement or agreements, such covenant or covenants or such
portions thereof shall be null and void and shall be deemed separable from the remaining agreements
and covenants or portions thereof and shall in no way affect the validity hereof. The District and the
Corporation hereby declare that they would have executed the Installment Purchase Agreement, and
each and every other article, section, paragraph, subdivision, sentence, clause and phrase hereof
irrespective of the fact that any one or more articles, sections, paragraphs, subdivisions, sentences,
clauses or phrases hereof or the application thereof to any person or circumstance may be held to be
unconstitutional, unenforceable or invalid.

Section 10.07. Assignment. The Installment Purchase Agreement and any rights hereunder
may be assigned by the Corporation, as a whole or in part, without the necessity of obtaining the
prior consent of the District.

Section 10.08. Net Contract. The Installment Purchase Agreement shall be deemed and
construed to be a net contract, and the District shall pay absolutely net during the term hereof the
2007 Installment Payments and all other payments required hereunder, free of any deductions and
without abatement, diminution or set-off whatsoever.

Section 10.09. California Law. THIS INSTALLMENT PURCHASE AGREEMENT
SHALL BE CONSTRUED AND GOVERNED IN ACCORDANCE WITH THE LAWS OF THE
STATE OF CALIFORNIA.

Section 10.10. Notices. All written notices to be given hereunder shall be given by mail to
the party entitled thereto at its address set forth below, or at such other address as such party may
provide to the other party in writing from time to time, namely:

If to the District: Otay Water District
2554 Sweetwater Springs Boulevard
Spring Valley, CA 91978
Attention: General Manager

If to the Corporation: Otay Service Corporation

- 2554 Sweetwater Springs Boulevard
Spring Valley, CA 91978
Attention: President

If to the Insurer:

Attention: Risk Management

Section 10.11. Effective Date. The Installment Purchase Agreement shall become effective
upon its execution and delivery, and shall terminate when the Purchase Price shall have been fully
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paid (or provision for the payment thereof shall have been made to the written satisfaction of the
Corporation).

Section 10.12. Execution in Counterparts. The Installment Purchase Agreement may be
executed in several counterparts, each of which shall be deemed an original, and all of which shall
constitute but one and the same instrument.

Section 10.13. Indemnification of Corporation. The District hereby agrees to indemnify and
hold harmless the Corporation if and to the extent permitted by law, from and against all claims,
advances, damages and losses, including legal fees and expenses, arising out of or in connection with
the acceptance or the performance of its duties hereunder, under the Trust Agreement, and the
Assignment Agreement; provided that no indemnification will be made for willful misconduct,
negligence or breach of an obligation hereunder, under the Trust Agreement or the Assignment
Agreement by the Corporation.

Section 10.14. Amendments Permitted.

(a) This Installment Purchase Agreement and the rights and obligations of the
Corporation and the District and of the Owners of the Certificates and of the Trustee may be
modified or amended at any time by an amendment hereto 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 Certificates disqualified as provided in Section 11.04 of the Trust
Agreement and, so long as the Bond Insurance Policy is in full force and effect, the written consent
of Insurer shall have been filed with the Trustee. No such modification or amendment shall
(1) extend the stated maturities of the Certificates, or reduce the rate of interest represented thereby,
or extend the time of payment of interest, or reduce the amount of principal represented thereby, or
reduce any premium payable on the prepayment thereof, without the consent of the Owner of each
Certificate so affected, or (2) reduce the aforesaid percentage of Owners of Certificates whose
consent is required for the execution of any amendment or modification of this Installment Purchase

Agreement, or (3) modify any of the rights or obligations of the Trustee or the Corporation without
its written consent thereto.

(b) This Installment Purchase Agreement and the rights and obligations of the
Corporation and the District and of the Owners of the Certificates may also be modified or amended
at any time by an amendment hereto which shall become binding upon adoption, without the consent
of the Owners of any Certificates, but only to the extent permitted by law and only for any one or
more of the following purposes--

(1) to add to the covenants and agreements of the Corporation or the
District contained in this Installment Purchase Agreement other covenants and agreements thereafter
to be observed or to surrender any right or power herein reserved to or conferred upon the
Corporation or the District, and which shall not adversely affect the interests of the Owners of the
Certificates;

2) to cure, correct or supplement any ambiguous or defective provision
contained in this Installment Purchase Agreement or in regard to questions arising under this
Installment Purchase Agreement, as the Corporation or the District may deem necessary or desirable
and which shall not adversely affect the interests of the Owners of the Certificates; and
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3) to make such other amendments or modifications as may be in the
best interests of the Owners of the Certificates.

No amendment without consent of the Owners may modify any of the rights or obligations of
the Trustee without the written consent thereto.

Any provision of this Installment Purchase Agreement expressly recognizing or granting
rights in or to Insurer may not be amended in any manner which affects the rights of Insurer
hereunder without the prior written consent of Insurer. The Insurer shall be provided with a full

transcript of all proceedings relating to the execution of any amendment or supplement to this
Installment Purchase Agreement.

Section 10.15. Consent of Insurer. Unless otherwise provided in this Installment Purchase

Agreement, Insurer’s consent will be required for initiation or approval of any action which requires
Owner consent.

Section 10.16. Notice to Insurer. Any notices required to be given to any party under this
Installment Purchase Agreement shall also be given to the Insurer.

Section 10.17. Notice to Rating Agencies. Copies of all amendments to this Installment
Purchase Agreement shall be mailed by first class mail to [Standard & Poor’s Ratings Services] at
least 15 days prior to the effective date of such amendment.

ND: 4844-1008-7169, v. 1 24



IN WITNESS WHEREOQF, the parties hereto have executed and attested this Installment
Purchase Agreement by their officers thereunto duly authorized as of the day and year first written
above.

OTAY WATER DISTRICT

By:
Its: President

ATTEST:

Secretary
OTAY SERVICE CORPORATION
By:
Its: President

ATTEST:

Secretary
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EXHIBIT A

DESCRIPTION OF 2007 PROJECT

The 2007 Project comprises costs relating to the following described improvements to the
District’s Water System:

>

640-1 and 640-2 Reservoirs. Design and construction of two potable water reservoirs
with a storage capacity of approximately 10 million gallons each, and facilities
appurtenant.

36-inch pipeline. Design and construction of approximately 25,500 feet of 36-inch
pipeline from a facility owned by the San Diego County Water Authority and known as
the Otay flow control facility No. 14 (FCF 14) to a facility known as the Regulatory Site,
including funding the costs of upgrading FCF 14 to a capacity of 16 million gallons per
day.

30-inch recycled water pipeline. Design and construction of approximately 28,000 feet
of 30-inch pipeline from Dairy Mart Road to a proposed reservoir facility to be known as
the 450-1 reservoir, described below.

450-1 reservoir. Design and construction of a recycled water reservoir with a storage
capacity of approximately 12 million gallons.

680-1 pump station. Design and construction of a pump station with capacity to pump
approximately 11,500 gallons per minute and a 24-inch discharge transmission pipeline
to transmit water from the 450-1 reservoir.

1296-3 Reservoir. Design and construction of two million gallon steel reservoir adjacent
to the District’s existing 1296-1 and 1296-2 reservoirs.

850-4 Reservoir. Design and construction of a potable water steel reservoirs with a

storage capacity of approximately 2.2 million gallons adjacent to the existing 850-2
reservoir.

Funding certain costs related to utility relocations of existing facilities of the District
required in connection with the construction of Interestate 905.

1485-1 Pump Station Replacement. Design and construct a new pump station to replace
an existing pump station that has reached the end of its useful life.

Funding other costs related to facilities required in connection with any of the above
listed project.



EXHIBIT B

PURCHASE PRICE
1. -~ The principal amount of payments to be made by the District hereunder is
$
2. The installment payments of principal and interest are payable in the amounts and on

the Installment Payment Dates as follows:

Installment Amount Attributable Amount Attributable
Payment Date to Principal to Interest
(4 Business Days Prior to)

Total $ $
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ATTACHMENT E

ASSIGNMENT AGREEMENT

by and between
OTAY SERVICE CORPORATION
and

UNION BANK OF CALIFORNIA, N.A.,

as Trustee
Dated as of , 2007
Relating to
$42,000,000"
OTAY WATER DISTRICT

REVENUE CERTIFICATES OF PARTICIPATION
(2007 WATER SYSTEM PROJECT)
SERIES 2007

* Preliminary



ASSIGNMENT AGREEMENT

This Assignment Agreement is made and entered into as of , 2007, by and
between OTAY SERVICE CORPORATION, a nonprofit public benefit corporation duly organized
and existing under the laws of the State of California (the “Corporation”) and UNION BANK OF
CALIFORNIA, N.A., a national banking association duly organized and existing under and by virtue
of the laws of the United States of America, as trustee (the “Trustee”);

NOW, THEREFORE, IN CONSIDERATION OF THE MUTUAL AGREEMENTS AND
COVENANTS CONTAINED HEREIN AND FOR OTHER VALUABLE CONSIDERATION, THE
PARTIES HERETO DO HEREBY AGREE AS FOLLOWS:

SECTION 1. Assignment.

The Corporation, for good and valuable consideration in hand received, does hereby sell,
assign and transfer to the Trustee, without recourse, for the benefit of the owners of the certificates of
participation (the “Certificates™), to be executed and delivered by the Trustee pursuant to the Trust
Agreement, dated as of , 2007, by and among the Otay Water District (the
“District”), the Corporation and the Trustee (the “Trust Agreement”), all of its rights, title, and
interest in the Installment Purchase Agreement, dated as of , 2007, by and between
the District and the Corporation (the “Installment Purchase Agreement”), including the right to
receive all installment payments from the District under the Installment Purchase Agreement (but not
including the right to be indemnified and the right to receive notices pursuant to the Installment
Purchase Agreement), together with any and all of the other rights of the Corporation under the
Installment Purchase Agreement as may be necessary to enforce payment of such installment
payments when due or otherwise to protect the interests of the owners of the Certificates.

All rights assigned by the Corporation shall be administered by the Trustee as assignee
thereof according to the provisions of the Trust Agreement and for the equal and proportionate
benefits of the Owners of the Certificates. This assighment is absolute and presently effective.

SECTION 2. Acceptance.

The Trustee hereby accepts the foregoing assignment for the purpose of securing the right
assigned to it to receive all such installment payments from the District under the Installment
Purchase Agreement and the other rights assigned to it, subject to the terms and provisions of the
Trust Agreement, and all such installment payments shall be applied and the rights so assigned shall
be exercised by the Trustee as provided in the Trust Agreement.

SECTION 3. Conditions.

This Assignment Agreement shall confer no rights or impose no obligations upon the Trustee
beyond those expressly provided in the Trust Agreement. This Assignment Agreement shall
constitute a complete assignment by the Corporation of all of its rights and obligations under and
pursuant to the Installment Purchase Agreement, except as otherwise provided herein.



IN WITNESS WHEREOF, the parties hereto have executed this Assignment Agreement by
their officers thereunto duly authorized as of the day and year first written above.

OTAY SERVICE CORPORATION

By:
Its: President

ATTEST:

Secretary

UNION BANK OF CALIFORNIA, N.A., as Trustee

By:

Its:  Authorized Officer



ATTACHMENT F

CONTINUING DISCLOSURE AGREEMENT

This Continuing Disclosure Agreement, dated as of March 1, 2007 (the “Disclosure
Agreement”) is executed and delivered by the Otay Water District (the “District”) and Union Bank of
California, N.A. (the “Dissemination Agent”) in connection with the execution and delivery of
$ Revenue Certificates of Participation (2007 Water Systems Project), Series 2007 (the
“Certificates”). The Certificates are being executed pursuant to a Trust Agreement, dated as of
March 1, 2007, by and among the District, Union Bank of California, N.A., as trustee (the “Trustee™)
and the Otay Service Corporation (the “Corporation™). The District covenants as follows:

SECTION 1. Purpose of the Disclosure Agreement. This Disclosure Agreement is being
executed and delivered by the District for the benefit of the Holders and Beneficial Owners of the
Certificates and in order to assist the Participating Underwriter in complying with the Rule.

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

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

“Beneficial Owner” shall mean any person which (a) has the power, directly or indirectly, to
vote or consent with respect to, or to dispose of ownership of, any Certificates (including persons
holding Certificates through nominees, depositories or other intermediaries), or (b) is treated as the
owner of any Certificates for federal income tax purposes. -

“Disclosure Representative” shall mean the General Manager of the District and the Chief
Financial Officer, or their designee, or such other officer or employee as the District shall designate
in writing from time to time.

“Dissemination Agent” shall mean Union Bank of California, N.A., or any successor
Dissemination Agent designated in writing by the District and which has filed with the District a

written acceptance of such designation.

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

“National Repository” shall mean any Nationally Recognized Municipal Securities
Information Repository for purposes of the Rule.

“Official Statement” shall mean the Official Statement relating to the Certificates, dated
, 2007.

“Participating Underwriter” shall mean the original underwriter of the Certificates required to
comply with the Rule in connection with the offering of the Certificates.

“Repository” shall mean each National Repository and each State Repository.
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“Rule” shall mean Rule 15¢2-12(b)(5) adopted by the Securities and Exchange Commission
under the Securities Exchange Act of 1934, as the same may be amended from time to time.

“State” shall mean the State of California.

“State Repository” shall mean any public or private repository or entity designated by the
State as a state repository for the purpose of the Rule and recognized as such by the Securities and
Exchange Commission. As of the date of this Agreement, there is no State Repository.

SECTION 3. Provision of Annual Reports.

(a) The District shall, or, upon delivery of the Annual Report to the
Dissemination Agent, shall cause the Dissemination Agent to, not later than each March | of each
year commencing March 1, 2008, provide to each Repository an Annual Report which is consistent
with the requirements of Section 4 of this Disclosure Agreement. The Annual Report may be
submitted as a single document or as separate documents comprising a package, and may cross-
reference other information as provided in Section 4 of this Disclosure Agreement; provided that the
audited financial statements of the District may be submitted separately from the balance of the
Annual Report and later than the date required above for the filing of the Annual Report if they are
not available by that date. If the District’s fiscal year changes, it shall give notice of such change in
the same manner as for a Listed Event under Section 5(c).

(b) Not later than fifteen (15) business days prior to said date, the District shall
provide the Annual Report to the Dissemination Agent (if other than the District). If the District is
unable to provide to the Repositories an Annual Report by the date required in subsection (a), the

Dissemination Agent shall send a notice to each Repository in substantially the form attached as
Exhibit A.

(©) The Dissemination Agent shall:

(1) determine each year prior to the date for providing the Annual Report
the name and address of each National Repository and the State Repository, if any; and

(ii) if the Dissemination Agent is other than the District, file a report with
the District certifying that the Annual Report has been provided pursuant to this Disclosure
Agreement, stating the date it was provided and listing all the Repositories to which it was
provided.

SECTION 4. Content of Annual Reports. The District’s Annual Report shall contain or
include by reference the following:

(a) The District’s audited financial statements, prepared in accordance with
generally accepted auditing standards for municipalities in the State of California. If the District’s
audited financial statements are not available by the time the Annual Report is required to be filed
pursuant to Section 3(a), the Annual Report shall contain unaudited financial statements in a format
similar to the financial statements contained in the final Official Statement, and the audited financial
statements shall be filed in the same manner as the Annual Report when they become available.
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(b) To the extent not contained in the audited financial statements filed pursuant
to the preceding subsection (a) by the date required by Section 3 hereof, updates of Tables 1 through
8 under the caption “THE WATER SYSTEM.”

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

SECTION 5. Reporting of Significant Events.

(a) Pursuant to the provisions of this Section 5, the District shall give, or cause to

be given, notice of the occurrence of any of the following events with respect to the Certificates, if
material:

1) Principal and interest payment delinquencies.

(ii)  Non-payment related defaults.

(iii)  Modifications to rights of Certificate holders.

(iv)  Optional, contingent or unscheduled Certificate calls.
(v) Defeasances.

(vi)  Rating changes.

(vil)  Adverse tax opinions or events affecting the tax-exempt status of the
interest due with respect to the Certificates.

(viii) Unscheduled draws on the debt service reserves reflecting financial

difficulties.

(ix)  Unscheduled draws on the credit enhancements reflecting financial
difficulties.

x) Substitution of the credit or liquidity providers or their failure to
perform.

(xi)  Release, substitution or sale of property securing repayment of the
Certificates.

(b) Whenever the District obtains knowledge of the occurrence of a Listed Event,
the District shall as soon as possible determine if such event would be material under applicable
federal securities laws.

(c) If the District determines that knowledge of the occurrence of a Listed Event
would be material under applicable federal securities laws, the District shall promptly file a notice of
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such occurrence with the Repositories. Notwithstanding the foregoing, notice of Listed Events
described in subsections (a)(iv) and (v) need not be given under this subsection any earlier than the

notice (if any) of the underlying event is given to Holders of affected Certificates pursuant to the
Trust Agreement.

SECTION 6. Termination of Reporting Obligation. The District’s obligations under this
Disclosure Agreement shall terminate upon the legal defeasance, prior redemption or payment in full
of all of the Certificates. If such termination occurs prior to the final maturity of the Certificates, the
District shall give notice of such termination in the same manner as for a Listed Event under
Section 5(c).

SECTION 7. Dissemination Agent. The District may, from time to time, appoint or engage
a Dissemination Agent to assist it in carrying out its obligations under this Disclosure Agreement,
and may discharge any such Dissemination Agent, with or without appointing a successor
Dissemination Agent. The Dissemination Agent shall not be responsible in any manner for the form
or content of any notice or report prepared by the District pursuant to this Disclosure Agreement.
The Dissemination Agent may resign by providing thirty days written notice to the District and the
Trustee. The Dissemination Agent shall not be responsible for the content of any report or notice
prepared by the District and shall have no duty to review any information provided to it by the
District. The Dissemination Agent shall have no duty to prepare any information report nor shall the
Dissemination Agent be responsible for filing any report not provided to it by the District in a timely
manner and in a form suitable for filing.

SECTION 8. Amendment; Waiver. Notwithstanding any other provision of this Disclosure
Agreement, the District may amend this Disclosure Agreement, and any provision of this Disclosure
Agreement may be waived, provided that, in the opinion of nationally recognized bond counsel, such
amendment or waiver is permitted by the Rule; provided, the Dissemination Agent shall have first
consented to any amendment that modifies or increases its duties or obligations hereunder. In the
event of any amendment or waiver of a provision of this Disclosure Agreement, the District shall
describe such amendment in the next Annual Report, and shall include, as applicable, a narrative
explanation of the reason for the amendment or waiver and its impact on the type (or in the case of a
change of accounting principles, on the presentation) of financial information or operating data being
presented by the District. In addition, if the amendment relates to the accounting principles to be
followed in preparing financial statements, (i) notice of such change shall be given in the same
manner as for a Listed Event under Section 5(c), and (ii) the Annual Report for the year in which the
change is made shall present a comparison (in narrative form and also, if feasible, in quantitative
form) between the financial statements as prepared on the basis of the new accounting principles and
those prepared on the basis of the former accounting principles.

SECTION 9. Additional Information. Nothing in this Disclosure Agreement shall be
deemed to prevent the District from disseminating any other information, using the means of
dissemination set forth in this Disclosure Agreement or any other means of communication, or
including any other information in any Annual Report or notice of occurrence of a Listed Event, in
addition to that which is required by this Disclosure Agreement. If the District chooses to include
any information in any Annual Report or notice of occurrence of a Listed Event in addition to that
which is specifically required by this Disclosure Agreement, the District shall have no obligation
under this Disclosure Agreement to update such information or include it in any future Annual
Report or notice of occurrence of a Listed Event.
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SECTION 10. Default. In the event of a failure of the District to comply with any provision
of this Disclosure Agreement, any Holder or Beneficial Owner of the Certificates may take such
actions as may be necessary and appropriate, including seeking mandate or specific performance by
court order, to cause the District to comply with its.obligations under this Disclosure Agreement. A
default under this Disclosure Agreement shall not be deemed an Event of Default under the Trust
Agreement, and the sole remedy under this Disclosure Agreement in the event of any failure of the

District or the Dissemination Agent to comply with this Disclosure Agreement shall be an action to
compel performance. -

No Certificate holder or Beneficial Owner may institute such action, suit or proceeding to
compel performance unless they shall have first delivered to the District satisfactory written evidence
of their status as such, and a written notice of and request to cure such failure, and the District shall
have refused to comply therewith within a reasonable time.

SECTION 11. Duties, Immunities and Liabilities of Dissemination Agent. The
Dissemination Agent shall have only such duties as are specifically set forth in this Disclosure
Agreement, and the District agrees, to the extent permitted by law, to indemnify and save the
Dissemination Agent, its officers, directors, employees and agents, harmless against any loss,
expense and liabilities which it may incur arising out of or in the exercise or performance of its
powers and duties hereunder, including the costs and expenses (including attorney’s fees) of
defending against any claim of liability, but excluding liabilities due to the Dissemination Agent’s,
its officers’, directors’, employees’ and agents’ negligence or willful misconduct. The Dissemination
Agent shall be paid compensation by the District for its services provided hereunder in accordance
with its schedule of fees as amended from time to tome and all expenses, legal fees and advances
made or incurred by the Dissemination Agent in the performance of its duties hereunder. In
performing its duties hereunder, the Dissemination Agent shall not be deemed to be acting in any
fiduciary capacity for the District, the Certificate holders, or any other party. The obligations of the
District under this Section shall survive resignation or removal of the Dissemination Agent and
payment of the Certificates.

SECTION 12. Notices. Any notices or communications to or among any of the parties to
this Disclosure Agreement may be given as follows:

District: Otay Water District
2554 Sweetwater Springs Boulevard
Spring Valley, CA 91977
Attention: General Manager

Dissemination Agent: Union Bank of California, N.A.
120 South San Pedro Street, 4™ Floor
Los Angeles, CA 90012
Attention: Corporate Trust

SECTION 13. Beneficiaries. This Disclosure Agreement solely to the benefit of the District,
the Dissemination Agent, the Participating Underwriter and Holders and Beneficial Owners from
time to time of the Certificates, and shall create no rights in any other person or entity.
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SECTION 14. Signature. This Disclosure Agreement has been executed by the undersigned
on the date hereof, and such signature binds the District to the undertaking herein provided.

DOCSOC/1208465v2/200077-0001

OTAY WATER DISTRICT

By:
Its: President

UNION BANK OF CALIFORNIA, N.A,, as
Dissemination Agent

By:
Its: Authorized Officer




EXHIBIT A
NOTICE TO REPOSITORIES OF FAILURE TO FILE ANNUAL REPORT
Name of Issuer: Otay Water District

Name of Certificate Issue: $ Otay Water District Revenue Certificates of
Participation (2007 Water Systems Project), Series 2007

Date of Issuance: , 2007

NOTICE IS HEREBY GIVEN that the District has not provided an Annual Report with
respect to the above-named Certificates as required by the Continuing Disclosure Agreement by and
between the District and Union Bank of California, N.A., as dissemination agent, dated as of

, 2007. The District anticipates that the Annual Report will be filed by

Dated: Dissemination Agent
By:
cc: Issuer
A-1
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DRAFT AS OF FEBRUARY 2, 2007
NEW ISSUE - BOOK-ENTRY ONLY RATINGS
Standard & Poor’s:
Fitch: ___
(See “CONCLUDINC INFORMATION = Ratings on ¢he Certificates” herein)
In the opinion of Garcia Calderon Ruiz, LLE, San Diego, Califvrinia, and Sidley Austin LLE, San Francisco, Califurnia (collectively, “Co-
Special Counsel”), based on existing stanues, regulations, rulings and judicial decisions und ussunung compliance with certain covenants
in the documents pertaining w the Certificates and reguirements of the Internal Revene Code of 1986, as amended, as described herein,
the portion of each Installniens Payment due under the Iustaltment Purchase Agreement designated as and comprising interest with respect
to the Cenrtificates is not includuble in the givss income of the owners of the Certificates for federal income tax purposes. I the further
opinion of Co-Special Counsel, the portion of each tnstadliment Payment due under the Installment Purchase Agreement designaied as and
comprising mterest with respect to the Certificates is not treated as an ftem of tax preference in calcnlaiing the federal aligrnative
mininmm taxable mcome of individuals and corporations.  Such portion of the Installment Payments, however, is inchided as an
adjustment in the calculation of federal corporate alternative mininum taxable income and may iherefoie affect a corporation’s aliernative
minimum tax liability. In the further opinion of Co-Special Counsel, such portion of the Instaflment Payments is exemipt firom personal
income waxes imposed by the State of California. See “LEGAL MATTERS - Tux Motrers™ herein.

SAN DIEGO COUNTY STATE OF CALIFORNIA

$42,000,000*
REVENUE CERTIFICATES OF PARTICIPATION
(2007 WATER SYSTEM PROJECT), SERIES 2007
Representing Undivided Proportionate Interests
in Installment Payments to be Made by the
OTAY WATER DISTRICT
Under the Terms of an Installment Purchase Agreement

Dated: Date of Delivery Duc: September 1, as shown on the inside front cover.

The cover page contains certain informatioun for general reference only. It is not a sunuimary of the issue. Potential investors are
advised to read the enrire Official Statement 1o obtain informution cssentiul to the making of an informed investment decision, See
“CERTIFICATE OWNERS' RISKS” herein for a discussion of speceial risk factors that should be considered in evaluaging the
investment quality of the Certificates.

The Revenue Ceriificates of Participation (2007 Water System Project), Series 2007(the “Certificates™) are payable from Installment
Paymenis to be made by the Otay Waler District (the “Diswrict™) to the Otay Service Corporaiion (the “Corporation™) as payment for
certain real property and improvemenis (the “Project”) pursuant to an Installment Purchase Agreemens, as described herein and fiom
certain funds hetd under the Trust Agreement and insurance or condemnation awards. The Certiticates are being executed and delivered to
provide funds for certain storage and distribution facilities. See “THE FINANCING PLAN™ herein. The Dislrict is required under the
lastallment Purchase Agreement to make paymenls in each fiscal year from Taxes and from Net Revenues of the District’s water sysiem
(the “Water System™) in an amount sufficient to pay the annual principal and interest due with respect to the Centificates, as described
herein (see “SOURCES OF PAYMENT FOR THE CERTFICATES” and “"CERTIFICATE OWNERS’ RISKS” lierein).

Interest due with respect 1o the Cenificates is payable on September 1, 2007, and semiannually thereafter on March | and Sepiember | of
each year until maturity or earlier prepayment. The Certificales are subject to optional and mandatory prepayment as more fully described
herein {see “THE CERTIFICATES > General Provisions” and “THE CERTIFICATES - Prepayment” herein).

Payment of the principal at the stated maturiry of and interest witl respect 1o the Certificates will be guaranteed by a municipat bond
insurance policy 10 be issued by , simuliancously with the execution and delivery of the Cenificates. See
“SOURCES OF PAYMENT FOR THE CERTIFICATES —Bond Insurance” herein.

ILOGO)

The District’s obligation to make the Installment Payments is a special obligation of the District payable solely from Taxes nnd Net
Revenues of the Water Systesn. The obligacion of the District to make the Installment Paynients is an irrevocable obligacion of the
District payable solely from Taxes and Net Revenues but does nat constiture an obligation of the District for which the District is
obligated to levy or pledge any form of taxation or for which the District has levied or pledged apy form of taxation other than the
Taxes, The obligation of the District to make the lustallment Payments under the Installment Purchase Agrecment does not
constitute 8 debt of the District, the Corporation, the State of California or any political subdivision thereof in contravention of any
constitutional oy statutory debt limitation or vestriction.

The Certificates are offered, when, as and if executed and delivered, subject to the approval as 1o the legality of 1he tnstallment Purchase
Agreement by Garcia Calderon Ruiz, LLP, San Diego, Cafifornia, and Sidley Austin LLP, San Francisco, California, Co-Special Counsel,
and ceiain other conditions. Cenain legal matiers will be passed on for the District by Garcia Calderon Ruiz, LLP, San Diego, California,
as General Counsel to the District, and by Stradling Yocca Carlson & Rauth, a Professional Corporation, Newport Beach, California, as
Disclosure Counsel. 1t is anticipated that the Certificates, in book-entry form, will be available for delivery through the facilities of The

Depository Trust Company in New York, New York on or about March 7, 2007 (see “FHE CERTIFICATES - General Provisions - Book-
Entry Only System” herein).

The duie of the Official Statement is , 2007.

* Preliminary, subject to change,



$42,000,000%
REVENUE CERTIFICATES OF PARTICIPATION

(2007 WATER SYSTEM PROJECT), SERIES 2007
Representing Undivided Proportionate Interests

in Installment Payments to be Made by the
OTAY WATER DISTRICT
Under the Terms of an Installment Purchase Agreement

MATURITY SCHEDULE
(Base CUSIP+ 688818)

Maturity Date Principal Interest Reoffering
September 1 Amount Rate Yield CUSIPY
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
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2036

* Preliminary, subject to change.

+ CUSIP® A registered trademark of the American Bankers Association. Copyright © 1999-2007 Standard &
Poor’s, a Division of The McGraw-Hill Companies, Inc. CUSIP® data herein is provided by Standard & Poor’s
CUSIP® Service Bureau. This data in not intended to create a database and does not serve in any way as a
substitute for the CUSIP® Service Bureau. CUSIP® numbers are provided for convenience of reference anly.
Neither the District nor the Underwriter takes any responsibility for the accuracy of such numbers.



GENERAL INFORMATION ABOUT THIS OFFICIAL STATEMENT

Use of Official Statement. This Official Statement is submitted in connection with the offer and sale of
the Certificates referred to herein and may not be reproduced or used, in whole or in part, for any other
purpose. This Official Statement is not to be consitrued as a contract with the purchasers of the
Certificates.

Estimates and Forecasts. When used in this Official Statement and in any continuing disclosure by the
District in any press release and in any oral statement made with the approval of an authorized officer of
the District or any other entity described or referenced herein, the words or phrases “will likely result,”
“are expected to,” “will continue,” *“is anticipated,” “estimate,” “project,” “forecast,” “expect,” “intend”
and similar expressions identify “forward-looking statements” within the meaning of the Private
Securities Litigation Reform Act of 1995. Such statements are subject to risks and uncertainties that
could cause actual results to differ materially from those contemplated in such forward-looking
statements. Any forecast is subject to such uncertainties. Inevitably, some assumptions used to develop
the forecasts will not be realized and unanticipated events and circumstances may occur. Therefore, there
are likely to be differences between forecasts and actual results, and those differences may be material.
Such forward-looking statements include, but are not limited to, certain statements contained in the
information under the caption “THE WATER SYSTEM.”

Limit of Offering. No dealer, broker, salesperson or other person has been authorized by the District to
give any information or to make any representations in connection with the offer or sale of the
Certificates 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 the District, the Financial Advisor or
the Underwriter. This Official Statement does not constitute an offer to sell or the solicitation of an offer
to buy nor shall there be any sale of the Certificates by a person in any jurisdiction in which it is unlawful
for such person to make such an offer, solicitation or sale.

Involvement of Underwriter. The Underwriter has submitted the following sentence for inclusion in this
Official Statement: The Underwriter has reviewed the information in this Official Statement in
accordance with, and as a part of, its responsibilities to investors under the federal securities laws as
applied to the facts and circumstances of this transaction, but the Underwriter does not guarantee the
accuracy or completeness of such information.

Information Subject to Change. The information and expressions of opinions herein are subject to
change without notice and neither delivery of this Official Statement nor any sale made hereunder shall,
under any circumstances, create any implication that there has been no change in the affairs of the District
or any other entity described or referenced herein since the date hereof. All summaries of the documents
referred to in this Official Statement are made subject to the provisions of such documents, respectively,
and do not purport to be complete statements of any or all of such provisions.

Stabilization of Prices. In connection with this offering, the Underwriter may overallot or effect
transactions which stabilize or maintain the market price of the Certificates at a level above that which
might otherwise prevail in the open market. Such stabilizing, if commenced, may be discontinued at any
time. The Underwriter may offer and sell the Certificates to certain dealers and others at prices lower
than the public offering prices set forth on the inside front cover page hereof and said public offering
prices may be changed from time to time by the Underwriter.

THE CERTIFICATES HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933,
AS AMENDED, IN RELIANCE UPON AN EXCEPTION FROM THE REGISTRATION
REQUIREMENTS CONTAINED IN SUCH ACT. THE CERTIFICATES HAVE NOT BEEN
REGISTERED OR QUALIFIED UNDER THE SECURITIES LAWS OF ANY STATE.
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OFFICIAL STATEMENT

$42,000,000*
REVENUE CERTIFICATES OF PARTICIPATION
(2007 WATER SYSTEM PROJECT), SERIES 2007
Representing Undivided Proportionate Interests
in Installment Payments to be Made by the
OTAY WATER DISTRICT
Under the Terms of an Installment Purchase Agreement

This Official Statement which includes the cover page and appendices (the “Official Statement™) is
provided to furnish certain information concerning the sale, execution and delivery of Revenue
Certificates of Participation (2007 Water System Project), Series 2007 (the “Certificates™), in the
aggregate principal amount of $42,000,000%, representing the undivided proportionate interests of the
registered owners thereof in Installment Payments to be made by the Otay Water District, located in San
Diego County, California (the “District”), as payment for certain property pursuant to an Installment
Purchase Agreement dated as of March 1, 2007 (the “Installment Purchase Agreement”) with the Otay
Service Corporation (the “Corporation™).

INTRODUCTION

This Introduction contains only a brief description of this issue and does not purport to be complete. The
Introduction is subject in all respects to more complete information in the entire Official Statement and
the offering of the Certificates to potential investors is made only by means of the entire Official Statement
and the documents summarized herein. Potential investors are advised to read the entire Official
Statement to obtain information essential to the making of an informed investment decision (see
“CERTIFICATE OWNERS’ RISKS” herein).

The District

The Otay Water District was established in 1956. The District is a municipal water district organized and
existing under and in accordance with Division 20 of the Water Code of the State of California,
commencing with Section 71000, as amended (the “Law”™). The District’s boundaries currently
encompass an area of approximately 125 square miles in San Diego County, lying immediately east of the
San Diego metropolitan area and running from the City of El Cajon south to the Mexican border, abutting
the Cities of El Cajon, La Mesa, San Diego and Chula Vista. The District currently serves a population of
approximately 189,000 and expects the service area to see continued growth in the next ten years (see
“OTAY WATER DISTRICT” and “APPENDIX C — ECONOMIC PROFILE FOR THE COUNTY OF SAN
DIEGO” herein).

The Corporation

The Corporation was organized pursuant to the Nonprofit Public Benefit Corporation Law of the State of
California, being Part 2 of Division 2 of Title 1 of the California Corporations Code. It was formed 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 District’s Board of Directors sits as the Corporation’s
Board of Directors.

* Preliminary, subject to change.



Security and Sources of Payment

The Certificates are being executed and delivered pursuant to a Trust Agreement, dated as of March 1,
2007 (the “Trust Agreement™), by and among the District, the Corporation and Union Bank of California,
N.A., Los Angeles, California, as trustee (the “Trustee”). The District will use a portion of the proceeds
of the Certificates to provide funds for the construction of water storage and transmission facilities (the
“Project”). See “THE FINANCING PLAN - The Project” herein.

The Certificates represent undivided proportionate interests in the Installment Payments (the “Installment
Payments™) to be made by the District to the Corporation as the payment for the Project, as described
herein, pursuant to a Installment Purchase Agreement, dated as of March 1, 2007, between the
Corporation and the District (the “Installment Purchase Agreement”). The Installment Payments are
scheduled to be sufficient to pay, when due, the annual principal and interest represented by the
Certificates. The Corporation has assigned to the Trustee, for the benefit of the Owners of the
Certificates, the right of the Corporation to receive and collect the Installment Payments due from the
District to the Corporation under the Installment Purchase Agreement and other amounts payable by the
District to the Corporation thereunder pursuant to the Assignment Agreement, dated as of March 1, 2007,
by and between the Corporation and the Trustee (the “Assignment Agreement”). For a summary of the
Trust Agreement, the Installment Purchase Agreement and the Assignment Agreement see “APPENDIX A -
SUMMARY OF THE LEGAL DOCUMENTS” herein. Certain capitalized terms used in this Official
Statement and not otherwise defined have the meaning given them in “APPENDIX A.”

The Installment Payments are secured by a charge and lien on Taxes and Revenues of the Water System
and are payable from Taxes and Net Revenues, on a parity with the payments securing the District’s
outstanding Variable Rate Demand Certificates of Participation (1996 Capital Projects) (the “1996
Certificates™) and outstanding Revenue Refunding Certificates of Participation (1993 Water Facilities
Project), Series 2004 (the “2004 Certificates™).

. “Taxes” means all taxes, including ad valorem taxes of the District, other than taxes imposed
pursuant to Chapter 1 of Part 9 of the Law to secure general obligation bonds of the District or
any improvement district thereof.

. “Net Revenues” means, for any Fiscal Year, the Revenues for such Fiscal Year less the Operation
and Maintenance Costs for such Fiscal Year.

. “Revenues” means (i) all water availability charges imposed pursuant to Chapter 2 of Part 5 of
the Law not exceeding $10 per acre per year; (ii) all income, rents, rates, fees, charges and other
moneys derived by the District from the ownership or operation of the Water System, including,
without limiting the generality of the foregoing, (a) all income, rents, rates, fees, charges or other
moneys derived from the sale, furnishing, and supplying of water and other services, facilities and
commodities sold, furnished or supplied through the facilities of the Water System, including
connection fees, (b) the carnings on and income derived from the investment of such income,
rents, rates, fees and charges or other moneys, and (c) the proceeds derived by the District directly
or indirectly from the sale, lease or other disposition of a part of the Water System as permitted
under the Installment Purchase Agreement; provided that the term “Revenues” shall not include
customers’ deposits or any other deposits subject to refund until such deposits have become the
property of the District.

) “Operation and Maintenance Costs” means (i) costs spent or incurred for maintenance and
operation of the Water System calculated in accordance with generally accepted accounting
principles, including (among other things) the reasonable expenses of management and repair and
other expenses necessary to maintain and preserve the Water System in good repair and working
order, and including administrative costs of the District that are charged directly or apportioned to
the Water System, including but not limited to salaries and wages of employees, payments to the

2



Public Employees Retirement System, overhead, insurance, taxes (if any), fees of auditors,
accountants, attorneys or engineers and insurance premiums, and including all other reasonable
and necessary costs of the District or charges (other than debt service payments) required to be
paid by it to comply with the terms of the Certificates or of the Installment Purchase Agreement
or any Contract or of any resolution or indenture authorizing the issuance of any Bonds or of such
Bonds; and (ii) costs spent or incurred in the purchase of water for the Water System; but
excluding in all cases depreciation, replacement and obsolescence charges or reserves therefor
and amortization of intangibles or other bookkeeping entries of a similar nature and all capital
charges.

See “THE WATER SYSTEM” and “SOURCES OF PAYMENT FOR THE CERTIFICATES” herein.

The Installment Purchase Agreement is, in the opinion of Special Counsel, a valid and binding obligation
of the District enforceable against the District in accordance with its terms, except to the extent
enforceability thereof may be limited by bankruptcy, insolvency, moratorium and other similar laws
affecting creditors’ rights heretofore or hereinafter enacted and may be subject to the exercise of judicial
discretion in accordance with general principles of equity or otherwise in appropriate cases and to
limitations on the exercise of remedies against public agencies in the State (see “CERTIFICATE OWNERS’
RISKS - Limited Recourse on Default” herein).

The obligation of the District to make the Installment Payments is an irrevocable obligation of the
District payable solely from Taxes and Net Revenues but does not constitute an obligation of the
District for which the District is obligated to levy or pledge any form of taxation or for which the
District has levied or pledged any form of taxation other than the Taxes. The obligation of the
District to make the Installment Payments under the Installment Purchase Agreement does not
constitute a debt of the District, the Corporation, the State of California or any political subdivision
thereof in contravention of any constitutional or statutory debt limitation or restriction.

Tax Matters

In the opinion of Garcia Calderon Ruiz, LLP, San Diego, California, and Sidley Austin LLP, San
Francisco, California (collectively, “Co-Special Counsel”), based on existing statutes, regulations, rulings
and judicial decisions and assuming compliance with certain covenants in the documents pertaining to the
Certificates and requirements of the Internal Revenue Code of 1986, as amended, as described herein, the
portion of each Installment Payment due under the Installment Purchase Agreement designated as and
comprising interest with respect to the Certificates is not includable in the gross income of the owners of
the Certificates for federal income tax purposes. In the further opinion of Co-Special Counsel, the portion
of each Installment Payment due under the Installment Purchase Agreement designated as and comprising
interest with respect to the Certificates is not treated as an item of tax preference in calculating the federal
alternative minimum taxable income of individuals and corporations. Such portion of the Installment
Payments, however, is included as an adjustment in the calculation of federal corporate alternative
minimum taxable income and may therefore affect a corporation’s alternative minimum tax liability. In
the further opinion of Co-Special Counsel, such portion of the Installment Payments is exempt from
personal income taxes imposed by the State of California. See “LEGAL MATTERS — Tax Matters™ herein.

Professional Services

The legal proceedings relating to the execution and delivery of the Certificates are subject to the
approving opinion of Garcia Calderon Ruiz, LLP, San Diego, California, and Sidley Austin LLP, San
Francisco, California, Co-Special Counsel. Certain legal matters will be passed on for the District by
Garcia Calderon Ruiz, LLP, as General Counsel for the District, and by Stradling Yocca Carlson & Rauth,
a Professional Corporation, Newport Beach, California, as Disclosure Counsel.



Union Bank of California, N.A., Los Angeles, California, serves as Trustee under the Trust Agreement.
The Trustee will act on behalf of the Certificate Owners for the purpose of receiving all moneys required
to be paid to the Trustee, to allocate, use and apply the same, to hold, receive and disburse the Installment
Payments and other funds held under the Trust Agreement, and otherwise to hold all the offices and
perform all the functions and duties provided in the Trust Agreement to be held and performed by the
Trustee.

Harrell & Company Advisors, LLC (the “Financial Advisor”) has advised the District as to the financial
structure and certain other financial matters relating to the Certificates.

Fees payable to Co-Special Counsel, Disclosure Counsel and the Financial Advisor are contingent upon
the sale and delivery of the Certificates.

The District’s financial statements for the fiscal year ended June 30, 2006, attached hereto as “APPENDIX
B” have been audited by Teaman, Ramirez & Smith, Inc., Certified Public Accountants, Riverside,
California. The District’s audited financial statements are public documents and are included within this
Official Statement without the prior approval of the auditor.

Offering of the Certificates

Authority for Execution and Delivery. The Certificates are to be executed and delivered pursuant to the
Trust Agreement, authorized by Resolution No. of the District adopted on February 7, 2007.

Offering and Delivery of the Certificates. The Certificates were awarded to (the
“Underwriter”) on February 21, 2007 pursuant to the terms of a competitive sale. The Certificates are
offered, when, as and if executed and delivered, subject to the approval as to their legality by Co-Special
Counsel. It is anticipated that the Certificates, in book-entry form, will be available for delivery in New
York, New York on or about March 7, 2007 through the facilities of The Depository Trust Company.

Information Concerning this Official Statement

This Official Statement speaks only as of its date. The information set forth herein has been obtained by
the District with the assistance of the Financial Advisor from sources which are believed to be accurate
and complete, but such information is not guaranteed as to accuracy or completeness, nor has it been
independently verified and is not to be construed as a representation by the Financial Advisor, Disclosure
Counsel or the Underwriter. Statements contained in this Official Statement which involve estimates,
forecasts or matters of opinion, whether or not expressly so described herein, are intended as such and are
not to be construed as representations of fact.

Preliminary Official Statement Deemed Final. The information set forth herein is in a form deemed
final, as of its date, by the District for the purpose of Rule 15¢2-12 under the Securities Exchange Act of
1934, as amended (except for the omission of certain information permitted to be omitted under the Rule).
The information herein is subject to revision, amendment and completion in a Final Official Statement.
The information and expressions of opinion herein are subject to change without notice and the delivery
of this Official Statement shall not, under any circumstances, create any implication that there has been no
change in the information or opinions set forth herein or in the affairs of the District since the date hereof.



Availability of Legal Documents. The summaries and references contained herein with respect to the
Trust Agreement, the Installment Purchase Agreement, the Assignment Agreement, the Certificates and
other statutes or documents do not purport to be comprehensive or definitive and are qualified by
reference to each such document or statute, and references to the Certificates are qualified in their entirety
by reference to the form thereof included in the Trust Agreement. Definitions of certain terms used herein
are set forth in APPENDIX A hereto. Copies of the documents described herein are available for
inspection during the period of initial offering of the Certificates at the offices of the Financial Advisor.
Copies of these documents may be obtained after delivery of the Certificates at the corporate trust office
of the Trustee, Union Bank of California, N.A., Los Angeles, California or from the District, 2554
Sweetwater Springs Blvd., Spring Valley, California 91978.

THE CERTIFICATES

General Provisions

Payment of the Certificates. The Certificates will be executed and delivered in the form of fully
registered Certificates in the principal amount of $5,000 each or any integral multiple thereof. Interest
represented by the Certificates is payable at the rates per annum set forth on the inside front cover page
hereof, on September 1, 2007 and semiannually on March 1 and September 1 of each year to and
including as to cach Certificate the date of maturity or prepayment, whichever is earlier (each, a “Payment
Date™). Said interest will represent the portion of Installment Payments designated as interest and coming
due on each Payment Date. The proportionate share of the portion of Installment Payments designated as
interest with respect to any Certificate will be computed by multiplying the portion of Installment
Payments designated as principal with respect to such Certificates by the rate of interest applicable to
such Certificates. Interest represented by the Certificates and the Installment Payments will be computed
on the basis of a year consisting of 360 days and twelve 30-day months. Principal with respect to the
Certificates is payable from the principal component of Installment Payments allocable to the Certificates
on September 1 in each of the years and in the amounts set forth on the inside front cover page hereof.

The principal and Prepayment Price (as defined herein) with respect to all Certificates will be payable in
lawful money of the United States of America upon presentation and surrender thereof at the corporate
trust office of the Trustee. Interest with respect to Certificates shall be payable from the Payment Date
next preceding their date of execution, unless such date shall be after a Record Date (see “APPENDIX A —
SUMMARY OF THE LEGAL DOCUMENTS — DEFINED TERMS” herein) and on or before the succeeding
Payment Date, in which case interest shall be payable from such Payment Date or unless such date shall
be on or before August 15, 2007, in which case interest shall be payable from the Closing Date, provided,
however, that if, as shown by the records of the Trustee, interest represented by the Certificates shall be in
default, Certificates executed in exchange for Certificates surrendered for transfer or exchange shall
represent interest from the last date to which interest has been paid in full or duly provided for with
respect to the Certificates, or, if no interest has been paid or duly provided for with respect to the
Certificates, from the Closing Date. Payment of interest with respect to any Certificate shall be made to
the person appearing on the registration books of the Trustee as the Owner thereof in lawful money of the
United States by check or draft of the Trustee mailed on the Interest Payment Date by first class mail to
such Owner at his address as it appears on such registration books, or at such other address as he may
have filed with the Trustee for that purpose, as of the close of business on the applicable Record Date, or
by wire transfer made on a Payment Date to an account in the United States upon written instructions of
any Owner of $1,000,000 or more in aggregate principal amount of Certificates designated by such
Owner prior to the applicable Record Date. Such written notice shall remain in effect until changed by
subsequent written notice by Owners who have requested wire transfer.



Book-Entry Only System. The Depository Trust Company (“DTC”), New York, New York, will act as
securities depository for the Certificates. The Certificates will be issued as fully registered securities
registered in the name of Cede & Co. (DTC’s partnership nominee) or such other name as may be
requested by an authorized representative of DTC. Interest and principal with respect to the Certificates
will be payable when due by wire of the Trustee to DTC which will in turn remit such interest and
principal to DTC Participants (as defined herein), which is obligated in turn remit such interest and
principal to Beneficial Owners (as defined herein) of the Certificates (see “APPENDIX G - BOOK-ENTRY
ONLY SYSTEM” herein). As long as DTC is the registered owner of the Certificates and DTC’s book-
entry method is used for the Certificates, the Trustee will send any notices to Certificate owners only to
DTC. '

Discontinuance of Book-Entry Only System. 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 as described in the Trust Agreement. The District
may decide to discontinue use of the system of book-entry transfers through DTC (or a successor
securities depository). In that event, the Certificates will be printed and delivered as described in the
Trust Agreement.

Transfer or Exchange of Certificates. Any Certificate may, in accordance with its terms, be transferred
or exchanged, pursuant to the provisions of the Trust Agreement, upon surrender of such Certificate for
cancellation at the principal corporate trust office of the Trustee. Whenever any Certificate or Certificates
shall be surrendered for transfer or exchange, the Trustee shall execute and deliver a new Certificate or
Certificates for an aggregate principal amount of Certificates of authorized denominations of the same
maturity. The Trustee may require the payment by the Certificate Owner requesting such transfer or
exchange of any tax or other governmental charge required to be paid with respect to such transfer or
exchange. The Trustee is not required to transfer or exchange any Certificates (i) within 15 days
preceding selection of Certificates for prepayment or (ii) selected for prepayment.

Prepayment

Optional Prepayment. The Certificates maturing on or after September 1, 2017 are subject to
prepayment prior to maturity as a whole or in part in the order of maturity as directed by the District in a
Written Request provided to the Trustee and by lot within each maturity in integral multiples of $5,000 on
any date on or after September 1, 2016, from the proceeds of optional prepayments of Installment
Payments made by the District pursuant to the Installment Purchase Agreement at a prepayment price
equal to the principal amount thereof to be prepaid plus accrued interest evidenced and represented
thereby to the date fixed for prepayment, without premium.

Prepayment From Net Proceeds of Insurance or Condemnation. The Certificates are subject to
mandatory prepayment prior to their respective stated maturities, as a whole or in part in the order of
maturity as directed by the District in a Written Request provided to the Trustee and by lot within each
maturity, on any date, in integral multiples of $5,000 from prepaid Installment Paymeats made by the
District from Net Proceeds of casualty insurance or condemnation award, upon the terms and conditions
of, and as provided for in the Trust Agreement, and the Instaliment Purchase Agreement, at a prepayment
price equal to the principal amount of the Certificates to be prepaid plus accrued interest evidenced and
represented thereby to the date fixed for prepayment, without premium. There can be no assurance that
such proceeds will be adequate to prepay all of the Certificates (see “SOURCES OF PAYMENT FOR THE
CERTIFICATES — Property Insurance” herein).



Notice of Prepayment. When prepayment is authorized or required, the notice is required to be mailed,
first class postage prepaid, to the respective Owners of any Certificates designated for prepayment at their
addresses appearing on the Certificate registration books and to the Information Services and by
registered or certified or overnight mail to the Securities Depositories at least 30 days but not more than
60 days prior to the prepayment date. With respect to any notice of optional prepayment of Certificates,
such notice may state that such prepayment shall be conditional upon the receipt by the Trustee on or
prior to the date fixed for such prepayment of moneys sufficient to pay the principal of, premium, if any,
and interest with respect to such Certificates to be prepaid and that, if such moneys shall not have been so
received, said notice shall be of no force and effect and the Trustee shall not be required to prepay such
Certificates. In the event that such notice of prepayment contains such a condition and such moneys are
not so received, the prepayment shall not be made, and the Trustee shall within a reasonable time
thereafter give notice, in the manner in which the notice of prepayment was given, that such moneys were
not so received. Neither failure to receive such notice nor any defect in the notice so mailed will affect
the validity of the proceedings for prepayment of such Certificates or the cessation of accrual of interest
from and after the prepayment date.

Effect of Prepayment. When notice of prepayment has been duly given, and moneys for payment of the
Prepayment Price of, together with interest accrued to the prepayment date with respect to, the
Certificates (or portions thereof) so called for prepayment are held by the Trustee, the Certificates (or
portions thereof) so called for prepayment shall, on the prepayment date designated in such notice,
become due and payable at the Prepayment Price specified in such notice and interest accrued thereon to
the prepayment date; and from and after the prepayment date interest represented by the Certificates so
called for prepayment shall cease to accrue, said Certificates (or portions thereof) shall cease to be
entitled to any benefit or security under this Agreement, and the Owners of said Certificates shall have no
rights in respect thereof except to receive payment of said Prepayment Price and accrued interest.

Partial Prepayment. Upon surrender of any Certificate prepaid in part only, the Trustee shall execute
and deliver to the Owner thereof, at the expense of the District, a new Certificate or Certificates of
authorized denominations equal in aggregate principal amount to the unprepaid portion of the Certificate
surrendered and of the same interest rate and maturity.



Scheduled Debt Service on the Certificates
The following is the scheduled Annual Debt Service on the Certificates.

Payment Date
September 1, 2007

September 1, 2008
September 1, 2009
September 1, 2010
September 1, 2011
September 1, 2012
September 1, 2013
September 1, 2014
September 1, 2015
September 1, 2016
September 1, 2017
September 1, 2018
September 1, 2019
September 1, 2020
September 1, 2021
September 1, 2022
September 1, 2023
September 1, 2024
September 1, 2025
September 1, 2026
September 1, 2027
September 1, 2028
September 1, 2029
September 1, 2030
September 1, 2031
September 1, 2032
September 1, 2033
September 1, 2034
September 1, 2035
September 1, 2036
Total

Principal

Interest

Total Debt Service



THE FINANCING PLAN
The Project

The 2007 Project comprises the following improvements to the District’s Water System:

640-1 and 640-2 Reservoirs. This project consists of two pre-stressed concrete 10 million gallon
reservoirs. One will provide operational storage for ultimate projected demand conditions for the planned
La Presa System 640 Pressure Zone. The other 10 million gallon reservoir will provide emergency
storage for the North District Systems (see “THE WATER SYSTEM — Existing Facilities” herein). The
budgeted cost of the reservoirs, including associated pipelines, and facilities design is $29 million, the
construction contract has been awarded and construction commenced in January 2007.

Pipeline Project. This project consists of approximately 25,000 feet of 36-inch pipeline from the San
Diego County Water Authority’s FCF No. 14 to the Regulatory Site. Under an agreement with San Diego
County Water Authority, the pipeline is required to be constructed by the District by March 1, 2010. The
total cost is estimated at $28.8 million, of which San Diego County Water Authority will provide
approximately $4.2 million. The planning is underway, and design work on the pipeline began in
November of 2006, with construction to commence in March 2008.

Additional Capital Projects. In addition to the 640-1 and 640-2 reservoirs and the 36” pipeline project,
the District has approximately 20 additional capital projects that it may include in the 2007 Project. Such
additional projects include 127, 16, 20” and 30” pipeline projects, other reservoir and pump station
projects as well as utility relocations.

Estimated Use of Funds

Under the provisions of the Trust Agreement, the Trustee will receive the proceeds from the sale of the
Certificates of § (representing the par amount of the Certificates less a net original issue
discount of $ ) and will apply them as follows:

2007 Project Fund
Underwriter’s Discount
Costs of Issuance Fund V)
Total

) Expenses include fees of Co-Special Counsel, the Financial Advisor, Disclosure Counsel, the Trustee, bond

insurance premium, surety premium, rating fees, costs of printing the Official Statement, and other costs of
delivery of the Certificates.



OTAY WATER DISTRICT

The District was formed in January 1956 pursuant to Section 7100 et seq., of the California Water Code,
and joined the San Diego County Water Authority (which is a member of the Metropolitan Water District
of Southern California) in September 1956 to acquire the right to purchase and distribute imported water
throughout its service area. The District’s boundaries currently encompass an area of approximately 125
square miles in San Diego County, lying immediately east of the San Diego metropolitan area and
running from the City of El Cajon south to the Mexican border, abutting the Cities of El Cajon, L.a Mesa,
San Diego and Chula Vista (“Service Area”). While the District is currently providing water service to
about 39 percent of its geographic Service Area, this percentage will continue to increase as the District’s
Service Area continues to develop and grow. The District’s growth rate between 2001 and 2006 averaged
approximately 4.2% percent per year. As of June 30, 2006, the District had nearly 47,000 potable and 600
recycled service accounts representing a population of approximately 189,000. Ultimately, the District is
projected to serve 277,000 people, creating an average daily demand of 56.3 million gallons per day
(mgd).

Most potable water delivered by the District is purchased from the San Diego County Water Authority
(“SDCWA”) who in turn purchases water from the region’s water importer, the Metropolitan Water
District of Southern California. A smaller amount of potable water is also purchased from the City of San
Diego. In Fiscal Year 2007, the District began purchasing raw water from the SDCWA and entered into
an agreement with the City of San Diego to treat the water to potable level before being introduced to the
District’s Water System. By taking raw water through SDCWA’s system at a different connection, there is
increased reliability of water supplied to the District. A 6-mile, 36” pipeline project currently in the
design stage will, when complete, add another connection to the Helix Water District’s system, where the
District expects to establish an additional delivery point for treated water.

The District owns and operates a recycled water distribution network, which includes a treatment facility.
Recycled water from the District’s Ralph W. Chapman Water Recycling Facility (“RWCWRF”) is used to
irrigate golf courses, landscaping at schools, public parks, roadway landscapes, and various other
approved uses in eastern Chula Vista. The RWCWREF project is cable of reclaiming wastewater at a rate
of 1.3 million gallons per day. The District is also in a partnership with the City of San Diego to
beneficially reuse an additional six million gallons per day of recycled water from the City’s South Bay
Reclamation Plant beginning in March 2007, which required the District to construct over 6 miles of
connecting pipeline, a pump station and a 12 million gallon reservoir. Using this new resource to meet
specific demands of the Water System will result in the District reducing its potable water use by
approximately 15%, maximizing the beneficial use of an alternative resource, which also makes millions
of gallons per day of potable water available for municipal and industrial consumption.

The District also owns and operates a wastewater collection and reclamation system, providing public

sewer service to approximately 5,000 homes and businesses within the Jamacha drainage basin. This
wastewater system is not a part of the Water System.
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The District is administered by a Board of Directors consisting of five members who are elected for four-
year alternating terms by the voters residing within the District’s boundaries. The District is divided into
five divisions, with each Director representing a specific division within which he or she must reside.
The current members of the Board and key administrative personnel are:

DIRECTORS

Gary D. Croucher, President - Division 3
José Lopez, Vice President - Division 4
Jaime Bonilla, Treasurer - Division 2
Larry Breitfelder, Division 1
Mark Robak, Division 5

MANAGEMENT TEAM

Mark Watton, General Manager
German Alvarez, Assistant General Manager Finance & Administration
Manny Magafia, Assistant General Manager Engineering & Operations
Joseph R. Beachem, Chief Financial Officer
Rom Sarno, Jr., Chief of Administrative Services
Geoff Stevens, Chief Information Officer
Rod Posada, Chief of Engineering
Pedro Porras, Chief of Water Operations

Under direction of the General Manager, the District has 175 employees.

THE WATER SYSTEM

The following information concerning the Water System was obtained from District officials except
where otherwise indicated. The audited financial statements of the District for the Fiscal Year ended June
30, 2006 are attached hereto as “APPENDIX B” and should be read in their entirety.

Existing Facilities

The principal facilities of the existing Water System consist of six connections to the SDCWA aqueducts,
six connections with the Helix Water District, four connection with the City of San Diego, one connection
with Sweetwater Authority, 27 pump stations, over 660 miles of mains and 37 operational storage
reservoirs in service. The District will commence construction on two additional reservoirs in the near
future, which will add another 20 million gallons of storage.

The District currently receives treated water from the SDCWA through multiple connections to two
supply pipelines, owned and operated by the SDCWA. In Fiscal Year 2007, the District entered into an
agreement with the City of San Diego to treat raw water from SDCWA to potable level before being
introduced to the District’s Water System, adding another connection. These connections serve major
pumping stations and terminal storage reservoirs within the District Service Area. The 6-mile, 36”
pipeline project (see “THE FINANCING PLAN — The Project”) will provide a connection with the Helix
Water District and allow for the additional delivery of treated water.

The District is divided into five systems, based on the supply connections which serve the system. The
systems are called Hillsdale, Regulatory, La Presa, Central Area, and Otay Mesa. The Hillsdale,
Regulatory, and La Presa systems are collectively referred to as the “North District,” the Central Area,
and Otay Mesa systems are collectively referred to as the “South District.” There are multiple pressure
zones within each system, except Otay Mesa.
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North District. The Hillsdale system includes the extreme north part of the District’s Service Area. The
Regulatory system is located between the Hillsdale and La Presa systems.  The Regulatory system
reservoirs are considered to provide terminal storage for the entire North District as well as some
operational storage for the 520 Pressure Zone. The 20 million gallon reservoir project (see “THE
FINANCING PLAN — The Project”) is located within the Regulatory system and will provide storage for
the treated water to be delivered through the new 36 inch pipeline to be connected to the Helix Water
District system. The La Presa system is generally located north and east of the Sweetwater reservoir and
is the southernmost system of the North District.

South District. The Central Area system is roughly bounded by Interstate 805 on the west, Otay River
on the south, the Lower Otay Reservoir on the east, and the Regulatory System on the north. Two Central
Area system reservoirs provide terminal storage for the entire Central Area system and also provide
operational storage for the 624 Pressure Zone. Additional reservoirs provide operational storage for other
pressure zones throughout the Central Area. The Otay Mesa system includes the extreme south portion of
the District Service Area and is generally located between the Otay River on the north and the Mexico
border on the south. The South District has and will experience the most growth in the District’s Service
Area.

System Reservoirs Capacity (mg)
Hillsdale 6 13.9
Regulatory 12 38.4
La Presa 6 10.5
Central Area 11 85.6
Otay Mesa 2 47.7

37 196.1

The 2007 Project will provide 20 million gallons capacity in the North District upon completion.

Water Supply

Service Area Water Supply - Potable. The District does not have a local source of ground or surface
water, but purchases substantially all of its potable water from the SDCWA. Under a contractual
arrangement with the SDCWA, the District also receives potable water from the Helix Water District’s
Levy Water Treatment Plant and, beginning in Fiscal Year 2007, from the City of San Diego.

Service Area Water Supply - Recycled. The District produces approximately 1.2 million gallons a day
of reclaimed water from its water reclamation plant. The District has contracted with the City of San
Diego to purchase up to 6 million gallons per day (mgd) of reclaimed water produced by the City’s South
Bay Water Reclamation Plant and an additional 3.5 mgd if available. Construction on the required pump
station, reservoir, and the 6-mile delivery system allowing the District to connect to the City’s pipeline
will be complete in March 2007. This contract with the City of San Diego will result in the District

reducing its potable water use by approximately 15%, allowing over 3,000 acre-feet of potable water to be
used for higher quality purposes.

SDCWA Water Supply. Currently, approximately 85% of the SDCWA’s water supply is purchased from
the Metropolitan Water District of Southern California (*“MWD?”). For the fiscal year ended June 30,
2006, the SDCWA supplied the District 41,258 acre-feet of water (quantities of water are expressed in
terms of acre-feet which is the amount of water which will cover one acre to a depth of one foot and is

equivalent to approximately 326,000 gallons and approximately the average annual water usage of two
households).
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SDCWA is actively planning methods for diversifying its water supply. In November 2005, SDCWA
released its 2005 Urban Water Management Plan to demonstrate the regional mix of existing and
projected local and imported water supplies necessary to reliably meet future demand over the next 25
years. In October 2003, the Authority entered into the Quantification Settlement Agreement (the
“Agreement”) with the Imperial Irrigation District (“11D”). Subject to the terms and conditions of the
Agreement, the IID may undertake and agree to contract with landowners to undertake water conservation
efforts and divert less Colorado River water by an amount equal to the conserved water created. The
transfer occurs by the IID leaving water in the Colorado River in the amount of conserved water created
for the SDCWA to divert and deliver to its service area. The SDCWA pays the IID for the quantity of
water so transferred. Calendar Year 2006 was the fourth year of implementation, with 40,000 acre-feet of
water to be transferred to SDCWA. SDCWA received 10,000 acre-feet in Calendar Year 2003, and 20,000
acre-feet in Calendar Year 2004 and 30,000 acre-feet in 2005. The transfer ramps uvp to its annual
maximum transfer amount of 200,000 acre-feet in 2021. Also included in the Agreement is the concrete
lining of the All-American and Coachella canals, a project to conserve water lost due to seepage from the
carthen canals in Imperial Valley. SDCWA will receive 77,700 acre-feet of water annually for 110 years
from the lining projects.

Lining the Coachella Canal began in November 2004 and is expected to be completed in 2007. Once
complete, the project will conserve 26,000 acre-feet of water annually. The All-American Canal Lining
Project began in July 2006, and is scheduled for completion in late 2008 and will save 67,700 acre-feet of
water annually. By 2020, SDCWA anticipates the canal lining transfer will comprise nine percent of its
water supply portfolio. SDCWA is also participating in the CALFED Bay-Delta Program for the
improvement of the way water flows through the Bay-Delta (where the San Joaquin and Sacramento
rivers meet and flow west to the San Francisco Bay). SDCWA receives water from the Bay-Delta through
the State Water Project. SDCWA is also pursuing saltwater desalinization alternatives.

The SDCWA faces various challenges in the continued supply of water to the District and other member
agencies. A description of these challenges as well as a variety of other operating information with
respect to the SDCWA is included in certain disclosure documents prepared by SDCWA. The SDCWA
has entered into certain continuing disclosure agreements pursuant to which SDCWA is contractually
obligated for the benefit of owners of certain of its outstanding obligations, to file certain annual reports,
notices of certain material events as defined under Rule 15¢2-12 of the Exchange Act (“Rule 15¢2-127)
and annual audited financial statements (the “SDCWA Information”) with certain information repositories
approved by the Securities and Exchange Commission.

SDCWA HAS NOT REVIEWED THIS OFFICIAL STATEMENT AND HAS MADE NO
REPRESENTATIONS OR WARRANTIES WITH RESPECT TO THE ACCURACY OR COMPLETENESS
OF THE INFORMATION CONTAINED OR INCORPORATED HEREIN, INCLUDING INFORMATION
WITH REGARD TO SDCWA. SDCWA IS NOT CONTRACTUALLY OBLIGATED, AND HAS NOT
UNDERTAKEN, TO UPDATE SUCH SDCWA INFORMATION, FOR THE BENEFIT OF THE DISTRICT
OR THE OWNERS OF THE CERTIFICATES UNDER RULE 15¢2-12.

MWD Water Supply. The SDCWA currently purchases all of its imported water from MWD and 1ID.
SDCWA is MWD’s largest member agency, purchasing up to 30 percent of MWD’s supplies annually.
MWD’s principal sources of water consist of Colorado River water delivery contracts and deliveries from
the State Water Project.

In November 2005, MWD released its 2005 Regional Urban Water Management Plan. The report
demonstrates MWD’s ability to meet projected demands over the next 20 years and provide additional
resource reserves as a “marigin-of-safety” that mitigates against uncertainties in demand projections and
risks in implementing supply programs. It is also a planning tool for local and retail agencies providing
local water supplies.
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MWD faces various challenges in the continued supply of imported water to SDCWA and other member
agencies. A description of these challenges as well as a variety of other operating information with
respect to MWD is included in certain disclosure documents prepared by MWD. MWD has entered into
certain continuing disclosure agreements pursuant to which MWD is contractually obligated for the
benefit of owners of certain of its outstanding obligations, to file certain annual reports, notices of certain
material events as defined under Rule 15¢2-12 and annual audited financial statements (the “MWD

Information”) with certain information repositories approved by the Securities and Exchange
Commission.

MWD HAS NOT REVIEWED THIS OFFICIAL STATEMENT AND HAS MADE NO
REPRESENTATIONS OR WARRANTIES WITH RESPECT TO THE ACCURACY OR COMPLETENESS
OF THE INFORMATION CONTAINED OR INCORPORATED HEREIN, INCLUDING INFORMATION
WITH REGARD TO MWD. MWD IS NOT CONTRACTUALLY OBLIGATED, AND HAS NOT
UNDERTAKEN, TO UPDATE SUCH MWD INFORMATION, FOR THE BENEFIT OF THE DISTRICT
OR THE OWNERS OF THE CERTIFICATES UNDER RULE 15¢2-12.

Historic and Projected Water Supply. Sect forth below is a summary of the District’s sources of water
supply for the last five Fiscal Years.

HISTORIC WATER SUPPLY IN ACRE-FEET PER YEAR

Fiscal Year Produced Purchased

Ending Reclaimed Potable

June 30 Water Water Total
2002 1,083 35,579 36,662
2003 1,117 34,539 35,656
2004 1,305 38,918 40,223
2005 1,150 37,670 38,820
2006 1,234 41,258 42,492

" Rainfall in 2005 was significantly above average, resulting in decreased purchases of potable water and
production of reclaimed water,

Source: Otay Water District.
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Set forth below is a summary of the District’s projection of water sources for the current and five
succeeding Fiscal Years reflecting the projected purchase of reclaimed water from the City of San Diego
commencing in Fiscal Year 2007 and a corresponding reduction in the purchase of potable water resulting
from the availability of the