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622 S. Jemez Trail
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J. Dennis Staley, Director 760/364-2315 Phone
Terry Burkhart, Director 760/364-3412 Fax
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A Public Agency www.bdvwa.org

Board of Directors’
Regular Meeting

Agenda
Tuesday, July 26, 2016 - 6:00 p.m.

Board Meeting Office
1720 N. Cherokee Trail, Landers, CA 92285

1. Call To Order

2. Pledge of Allegiance
3. RollCall

4. Approval of Agenda

Discussion and Action Items - The Board of Directors and Staff will discuss the following items,
and the Board will consider taking action, if so inclined.

The Public is invited to comment on any item on the agenda during discussion of that item.

When giving your public comment, please have your information prepared. if you wish to be
identified for the record then please state your name. Due to time constraints, each member of
the public will be allotted three-minutes to provide their public comment.

5. Presentation about the Water Education Festival Day held at La Contenta Middle
School
Information item only.

6. Public Hearing: Resolution 16R-XX — A Resolution Confirming Reports of Delinquent
Accounts for Basic Service Charges, Water Charges, Revenue Bond Surcharges,
Delinquent Fees and Processing Fees and Authorizing Placement of Property Liens
of the Secured Tax Rolls of San Bernardino County for Collection of Delinquencies
Within Bighorn-Desert View Water Agency
Board considers taking the following action(s):
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Review staff report, and note any letters received; and

Receive questions from the Board of Directors; and

Open public hearing; and

Receive public comments; and

Close public hearing; and

Board discussion of public comments received; and

Board to consider adopting Resolution No. 16R-XX — Confirming reports of
delinquent accounts for basic service charges, water charges, revenue bond
surcharges, delinquent fees and processing fees AND authorizing the placement of
property liens on the secured tax rolls of San Bernardino County for collection of
delinquencies within Bighorn-Desert View Water Agency.

NoOoORWN=

7. Public Hearing: Following Proposition 218 Public Notice of Proposed Rate Increases
to Basic Service Charge and Water Consumption Rates for a 4-Year Period
Board considers taking the following action(s):
1. Review staff report, and note any letters received; and
Receive questions from the Board of Directors; and
Open public hearing; and
Receive public comments; and
Close public hearing; and
Board discussion of public comments received; and
Board to consider adopting Resolution No. 16R-XX — Adjusting the Basic Service
Charge and Water Consumption Charges
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8. Mojave Water Agency Morongo Basin Pipeline General Obligation Bond Refinancing
Information item only.

9. Proposed Road District Maintenance Assessment Survey Landers R-15 and Flamingo
Heights R-20
Board considers taking the following action(s):
1. For each District decide which survey option to support; or
2. Take no action.

10. Consent Items — The following items are expected to be routine and non-controversial and
will be acted on by the Board at one time without discussion, unless a member of the Public
or member of the Board requests that the item be held for discussion or further action.

a. Financial Statements May 2016.
1. Balance Sheet
2. Budget Status
b. Receive and File Bank Reconciliation (AR Disbursements) May 2016.
Financial Statements June 2016
1. Balance Sheet
2. Budget Status
Receive and File Bank Reconciliation (AR Disbursements) June 2016.
Improvement District Goat Mtn. Cash Account Summary.
Service Order Report, June 2016
Production Report, May and June 2016
Goat Mtn. Production Report, May and June 2016
Regular Board Meeting Minutes, June 28, 2016
California Special Districts Association Conference October 10-13, 2016 in San
Diego, Ca with an estimated cost of $2335.00 per Director.
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k. Local Agency Investment Fund (LAIF) Bank Account Changes: Board to Authorize
General Manager to execute Local Agency Investment Fund “Bank Account
Authorization Form” and other paperwork necessary to change from Union Bank to
Pacific Western Bank.

I. Federal Emergency Management Agency (FEMA) Grant: Approval of the final Local
Multi-Hazard Mitigation Plan — Resolution No. 16R-XX The Bighorn-Desert View
Water Agency Local Multi-Hazard Mitigation Plan.

Recommended Action:
Approve as presented (ltems a - i):

11. Matters Removed From Consent Items

12. Public Comment Period
Any person may address the Board on any matter within the Agency’s jurisdiction on items
not appearing on this agenda.

When giving your public comment, please have your information prepared. If you wish to be
identified for the record then please state your name. Due to time constraints, each
member of the public will be allotted three-minutes to provide their public comment. State
Law prohibits the Board of Directors from discussing or taking action on items not included
on the agenda.

13. Verbal Reports - Including Reports on Courses/Conferences/Meetings.

a. General Manager Report
b. Director Reports
c. President Report

14. Adjournment

In accordance with the requirements of California Government Code Section 54954.2, this
agenda has been posted in the main lobby of the Bighorn-Desert View Water Agency, 622 S.
Jemez Trail, Yucca Valley, CA not less than 72 hours if prior to a Regular meeting, date and time
above; or in accordance with California Government Code Section 54956 this agenda has been
posted not less than 24 hours if prior to a Special meeting, date and time above.

As a general rule, agenda reports or other written documentation has been prepared or
organized with respect to each item of business listed on the agenda.

Copies of these materials and other disclosable public records in connection with an open
session agenda item, are also on file with and available for inspection at the Office of the Agency
Secretary, 622 S. Jemez Trail, Yucca Valley, California, during regular business hours, 8:00 A.M.
to 4:30 P.M., Monday through Friday. If such writings are distributed to members of the Board of
Directors on the day of a Board meeting, the writings will be available at the entrance to the
Board of Directors meeting room at the Bighorn-Desert View Water Agency.

Internet: Once uploaded, agenda materials can also be viewed at www.bdvwa.org.

Public Comments: You may wish to submit your comments in writing to assure that you are able
to express yourself adequately.

Per Government Code Section 54954.2, any person with a disability who requires a modification
or accommodation, including auxiliary aids or services, in order to participate in the meeting,
should contact the Board's Secretary at 760-364-2315 during Agency business hours.
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BIGHORN-DESERT VIEW WATER AGENCY
AGENDA ITEM SUBMITTAL

Meeting Date: July 26, 2016

To: Board of Directors Budgeted: N/A
Budgeted Amount: N/A
Cost: $0
Funding Source: Secured Property Liens

From: Marina D. West General Counsel Approval: Obtained
CEQA Compliance: N/A

Subject: Public Hearing: Resolution No 16R-XX: A Resolution Confirming Reports of
Delinquent Accounts for Basic Service Charges, Water Charges, Revenue Bond
Surcharges, Delinquent Fees and Processing Fees AND Authorizing Placement
of Property Liens on the Secured Tax Rolls of San Bernardino County for
Collection of Delinquencies within Bighorn-Desert View Water Agency

SUMMARY

Each May/June the Agency summarizes the report of Bad Debt expenses owed for the prior
year period and prepares for the submission of a collections report to the County of San
Bernardino for inclusion on the secured tax rolls. Currently, the total amount to be forwarded
to the County of San Bernardino for collections on the 2016/2017 tax bill is $50,222.79

On May 5, 2016 each delinquent property owner was sent a final notice of delinquency. This
letter served to inform each owner of the pending property tax lien and the amount owed to
the Agency to avoid the lien. As required, the letter was mailed regular first class. A required
public notice was also placed on file with the Hi Desert Star newspaper for publishing on July
7, 2016 and July 14, 2016.

RECOMMENDATION

That the Board considers taking the following action(s):
Review staff report, and note any letters received;
Receive questions from the Board of Directors;
Open public hearing;

Receive public comments;

Close public hearing;

Board discussion of public comments received;

a. Board to consider approving Resolution No. 16R-XX - Confirming reports of
delinquent accounts for Basic Service Charges, water charges, revenue
bond surcharges, delinquent fees and processing fees AND authorizing the
placement of property liens on the secured tax rolls of San Bernardino
County for collection of delinquencies within Bighorn-Desert View Water
Agency.
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BACKGOUND/ANALYSIS

On May 5, 2016 one-hundred and sixty (161) properties were identified as being excessively
delinquent. On May 5, 2016 these property owners were mailed a letter warning of the
pending hearing for placement of the debt as a property tax lien. One-hundred and thirty-
seven (137) delinquent properties remain unpaid with a total outstanding debt of $50,222.79.
This is the seventh consecutive lien year.

The final step in the notification process, prior to the Public Hearing, is to publish a legal
notice in a final effort to notify the responsible parties. The legal notice was published on July
7 and July 14, 2016. The County of San Bernardino has set August 10, 2016 as the deadline
for submitting the Special Assessment to the 2016/17 Tax Rolls with September 1, 2016
being the deadline for all corrections.

PRIOR RELEVANT BOARD ACTION(S)
Annual Action



RESOLUTION NO. 16R-XX

A RESOLUTION OF THE BOARD OF DIRECTORS OF BIGHORN-DESERT VIEW WATER AGENCY
CONFIRMING REPORTS OF DELINQUENT ACCOUNTS FOR BASIC SERVICE CHARGES, WATER

CHARGES, REVENUE BOND SURCHARGES, DELINQUENT FEES AND PROCESSING FEES AND
AUTHORIZING THE PLACEMENT OF PROPERTY LIENS ON THE SECURED TAX ROLLS OF
SAN BERNARDINO COUNTY FOR COLLECTION OF DELINQUENCIES
WITHIN BIGHORN-DESERT VIEW WATER AGENCY

WHEREAS, the Board of Directors of the Bighorn-Desert View Water Agency
resolves as follows:

SECTION 1:

The Board of Directors of the Bighorn-Desert View Water Agency finds and
declares as follows:

A.  On May 5, 2016 the General Manager did cause written notification to be
mailed, by first class U.S. Mail, to such delinquent customers that public
notices would be placed in the local newspaper on July 7, 2016 and July
14, 2016 and that a public hearing would be held on July 26, 2016; and

B. On July 5, 2016, public nofices were placed in the local newspaper and
published on July 7, 2016. Also on July 12, 2016, public notices were placed
in the local newspaper and published on July 14, 2016.

SECTION 2:

The Board of Directors of the Bighorn-Desert View Water Agency resolves that the
following delinquent accounts will be placed on the (2016/2017) Secured
Property Tax Roll of the County of San Bernardino Tax Collector:

PASSED, APPROVED AND ADOPTED by the Board of Directors of Bighorn-Desert View
Water Agency this 26th day of July 2016, by the following roll call vote:
AYES:
NAYES:
ABSTAIN:
ABSENT:
BY

J. Larry Coulombe, Board President

ATTEST:
By

Judy Corl-Lorono, Board Secretary

Resolution 16R-XX
July 26, 2016



Dill

Bcsi Inc
Dumma
Vinson Sr
Bates Tr
Poynor
Scott
Currie
Oakes
Liebig
Parriott
Bengtson
Heredia
Ellison
Tyza Industries LLC
Tyza Industries LLC
Taylor
Andre

R Land Conservancy
Static
Kindig
Crouch
Halladay
Balcom Tr
Atayde
Leitch
Jones
Naranjo
Whitby
Harvey
Guzman
Digalizia
Hanson

Liv Tr Mc Kissic
Miceli
Curtis Lv Tr
Gross
Stone
Lopez
Brown
Napier
Dunn

Graf
Coleman

Rising Phoenix Group LLC
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William

Douglas

Robert

Lucille

Gordon & Victoria
Sharon

Marydith
Jeanette & Matthew
William

Lyle

William

Jesus

Ron

w

Marie
LLC
Wayne
Charles
Clemence H &
Marshall
Grace
Lydia
Julian
Mike
Juan
Andrew
William
Refugio
Liza
Corrine
Ella
Anthony
Rice
Duaine
Claire
Ricky
Shirley
Denise
Kevin
Mike
Tommy

0635-041-28
0635-041-12
0635-081-61
0635-071-13
0635-031-16
0635-031-28
0635-031-09
0635-081-36
0635-511-46
0635-521-37
0635-511-05
0629-405-01
0629-382-02
0629-394-02
0629-372-07
0629-372-08
0629-372-05
0629-352-01
0629-352-19
0629-342-04
0629-352-35
0629-342-51
0629-352-27
0629-352-07
0629-292-40
0629-292-46
0629-301-38
0629-301-11
0629-311-35
0629-311-18
0629-302-29
0629-292-04
0629-322-38
0630-021-32
0630-011-07
0630-011-02
0631-061-47
0631-061-37
0630-011-19
0630-032-46
0630-032-22
0630-051-37
0630-082-18
0630-081-32
0630-051-62

$350.32
$350.32
$350.32
$184.46
$350.32
$524.17
$350.32
$345.32
$350.32
$350.32
$350.32
$1,108.42
$350.32
$350.32
$350.32
$350.32
$350.32
$350.32
$285.32
$290.71
$350.32
$350.32
$180.00
$194.11
$350.32
$350.32
$360.00
$350.32
$350.81
$350.32
$350.32
$350.32
$350.32
$350.32
$214.19
$350.32
$350.32
$350.32
$350.32
$350.32
$350.32
$350.32
$390.00
$195.13
$350.32



Powell
Triangle H 063** Trust
Miller

Mack
Adams
Kemper
Parimore
Venoble
Wong

Gayle
Whitby
Musial
Williamson
Jernigan Tr
Etter

Hayek
Lambert
Tyza Industries
Shipley
Mlikotin
Mccarthy
Cushingham
Cushingham
Bales
Schmidt
Stearns
Mason
Baatz

Krey

James

Ruby
Barry
Susan and Bill
Walter
Raymond
Deborah
Gene
Lynda
Andrew
Karena
Edgar
Brent
John
David
Steven

Christine
Alexander
Eric

June
June
Olen

Brad
Clayton
Lawrence
Elouise M Trust 2/17/99
Timothy

Ezell Family Trust 10-6-98

ST PIERRE

BANK OWNED

Del Campo

VERNNA THEEMLING
PENN

HAASE

CASILLAS

PHILLIPS

BEHRMAN

TAYLOR
OF PINEWOOD
ENTRPRS

WILSON
WARD
ABENOIJA
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JOHN
OCWEN
Estefania
ESTATE
NOAH & ANA
DAVID
HECTOR
JAMES

MIKE

JAMES

SERIES

DENNIS & JuDY
JOSHUA
RICHARD

0630-051-10
0630-062-27
0630-071-16
0630-061-27
0629-281-36
0629-282-03
0629-281-33
0629-282-10
0629-291-25
0629-291-69
0629-291-73
0629-281-57
0629-271-57
0629-451-30
0629-341-03
0629-341-15
0629-072-51
0629-103-03
0629-232-22
0629-232-39
0629-231-50
0629-123-02
0629-123-01
0629-051-14
0629-051-35
0629-051-65
0629-441-40
0629-021-59
0629-431-31
0629-431-13
0635-041-19
0629-241-36
0630-031-13
0630-092-06
0630-092-21
0630-092-27
0630-101-06
0630-281-57
0630-121-02
0630-121-07

0630-131-04
0630-131-05
0630-132-02
0630-132-06

$350.32
$350.32
$350.32
$350.32
$402.55
$402.55
$460.13
$402.55
$402.55
$765.14
$1,256.72
$402.55
$402.55
$133.60
$626.79
$402.55
$133.60
$402.55
$402.55
$402.55
$402.55
$402.55
$402.55
$402.55
$402.55
$402.55
$402.55
$402.55
$402.55
$402.55
$325.67
$278.63
$327.97
$386.91
$384.73
$210.87
$384.06
$327.94
$329.17
$329.07

$329.05
$329.05
$313.36
$180.00



JENKINS
HOLLOWAY
RUSSELL TRUST
GONZALEZ
NELSON
NELSON
HAMILTON
WONG
PARSONS
CASTRUITA
JERRY TRANUM
GUTIERREZ
MILLER-BOYER
VAN CAMP
Smith

MILLS

KUJAHN
DENNIS

WILL
CAMACHO
ROBINSON
JIMENEZ
BULLOUGH
SETTLES
SALCIDO
MYRICK

AYALA

SOLACE
MCBRIDE
SHARGHI
MUMM

TRAN
PRADHAN
FERGUSON
YUCCA MESA LLC
YUCCA MESA LLC
Acosta

MORRIS

LISA FIELDS
Wells Fargo Bank
Owned

Flores
Realty
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JAN

SAM

RUSSELL

VICTOR

MARY & MURL
MARY & MURL
ARTHUR

GENE & CAROL
WENDY

PEDRO & MARGARITA
ESTATE
ANTHONY
JULIANNE & ROD
WILLIAM

Sandra and Nancy
SHERRIE

H

WILKINSON RICHARD &
GEORGIA
ALVARO

DON

RICKY

1M

CHARLES

ROBERT

MARK

JOAQUIN
CHESTON
KENNETH & LISA
ABBAS

PATRICIA

VINH

ANIS

DAVID & SHARCN

Jose

JAMES

ESTATE

Wells Fargo Mortgage
Foreclosure

Monica

Ica

0630-151-12
0630-162-07
0630-251-07
0630-172-09
0630-191-09
0630-192-14
0630-201-03
0630-201-24
0630-221-25
0630-221-31
0630-221-37
0630-221-66
0630-231-33
0630-241-25
0630-241-32
0630-241-42
0630-251-02
0630-251-33
0630-261-23
0630-262-05
0630-271-04
0630-271-06
0630-291-13
0630-291-36
0630-292-09
0630-292-30
0630-302-40
0631-181-31
0631-182-13
0631-182-14
0631-182-21
0631-191-08
0630-252-21
0630-122-08
0630-162-13
0630-171-03
0630-091-16
0630-271-75
0631-192-45

0630-191-06
0630-262-06
0629-421-28

$329.62
$338.18
$873.79
$329.07
$329.16
$889.53
$384.25
$286.28
$365.75
$354.56
$553.88
$311.20
$295.24
$295.33
$420.94
$382.56
$384.07
$384.14
$384.07
$115.00
$385.14
$386.74
$389.89
$356.53
$175.00
$175.00
$385.47
$329.09
$327.86
$180.00
$1,452.33
$338.27
$384.05
$381.12
$395.07
$395.09
$295.50
$342.55
$385.82

$194.13
$168.79
$160.59



PROOF OF PUBLICATION
(2015.5 C.C.P)

STATE OF CALIFORNIA
County of San Bernardino

I am a citizen of the United States and a
resident of the County aforesaid; I am over the
age of eighteen years, and not a party to or
interested in the above-entitled matter. I am the
principal clerk of the printer of the:

HI-DESERT STAR

a newspaper of general circulation, printed and
published BI-WEEKLY in the City of
YUCCA VALLEY County of San Bernardino,
and which newspaper has been adjudged a
newspaper of general circulation by the
Superior Court of the County of San
Bernardino, State of California,

under the date of November 27, 1961.

Case Number 107762: that the notice, of which
the annexed is printed copy (set in type not
smaller than nonpareil), has been published in
each regular and entire issue of sad newspaper
and not in supplement thereof on the following
dates, to-wit:

07/07,07/14
all in the year 2016

I certify (or declare) under penalty of perjury
that the foregoing is true and correct.

Dated at: YUCCA VALLEY, California,
this 14TH day of JULY, 2016.

This space is for the County Clerk's Filing Stamp

Proof of Publication
RESOLUTION NO. 16R-XX




RESOLUTION NO. 16R-XX

A RESOLUTION OF THE BOARD OF DIRECTORS OF BIGHORN-DESERT VIEW WATER AGENCY CONFIRMING
REPORTS OF DELINQUENT ACCOUNTS FOR BASIC SERVICE CHARGES, WATER CHARGES, REVENUE BOND
SURCHARGES; DELINQUENT FEES AND PROCESSING FEES AND AUTHORIZING THE PLACEMENT OF PROPERTY
LIENS ON THE SECURED TAX ROLLS OFSAN BERNARDINO COUNTY FOR COLLECTION OF DELINQUENCIES

WITHIN BIGHORN-DESERT VIEW WATER AGENCY

WHEREAS, the Board of Directors of the Bighorn-Desert View Water Agency resolves as follows:

SECTION 1:

The Board of Directors of the Bighorn-Desert View Water Agency finds and declares as follows:

A. On May 5, 2016 the General Manager did cause written notification to be mailed, by first class U.S. Malil,
to such delinquent customers that public notices would be placed in the local newspaper on July 7, 2016 and
July 14, 2016 and that a public hearing would be held on July 26, 2016; and

B. On July 5, 2016, public notices were placed in the local newspaper and published on July 7, 2016. Also
on July 12, 2018, public notices were placed in the local newspaper and published on July 14, 2016.

SECTION 2:

The Board of Directors of the Bighorn-Desert View Water Agency resolves that the following delinquent accounts will
be placed on the (2016/2017) Secured Property Tax Roll of the County of San Bernardino Tax Collector:

PASSED, APPROVED AND ADOPTED by the Board of Directars of Bighorn-Desert View Water Agency this 26th day of July

2016, by the following roll call vote:

AYES:
NAYES:
ABSTAIN:
ABSENT:
BY
J: Lanry Coulombe, Board President
ATTEST:
8y
Judy Corl-Lorono, Board Secretary
Dill William : 0635-041-28 $350.32
Bcsillnc 0635-041-12 $350.32
Dumma Douglas 0635-081-61 $350.32
Vinson Sr. Robert 0635-071-13 $184.46
Bates Tr Lucille 0635-031-16 $350.32
Poynor Gordon & Victoria 0635-031-28 $52437
Scott Sharon 0635-031-09 $350.32
| Currie Marydith 0635-081-36 $345.32
Oakes Jeanette & Matthew 0635-511-46 $350.32
Liebig William 0635-521-37 $350.32
Parriott Lyle 0635-511-05 $350.32
Bengtson William 0629-405-01 $1,108.42
Josus . 0620-382-02 . $350.32
Ellison Ron 0629-394-02 $350.32
Tyza industries LLC 0620-372-07. $350.32
Tyza Industries LLC 0629-372-08 $350.32
Taylor w 0629-372-05 $350.32
Andre Marie 0629-352-01 $350.32
R Land Conservancy LLC 0629-352-19 $285.32
Static Wayne 0629-342-04 $200.71
Kindig Charles 0629-352-35 f $350.32
Crouch Clemence H & 0629-342-61 $350.32
Halladay Marshall 0629-352-27. $180.00
Balcom 1t Grace 0629-352-07 $194.11
Atayde Lydia 0629-292-40 $350.32
Leftch Julian 0629-292-46 ~$350.32
Jones Mike '0629-301-38 $360.00
Naranjo Juan 0629-301-11 $350.32
Whitby Andrew 0629-311-35 $350.81
Harvey William 0629-311-18 $350.32
Guzman Refugio 0629-302-29 $350.32
Digalizia Liza 0629-292-04 $350.32
Hanson Corrine 0629-322-38 $350.32
LivTr.Mc Kissic Ella 0630-021-32 $350.32
Miceli Anthony 0630-011-07 $214.19
Curtis Lv Tr Rice 0630-011-02 $350.32
| Gross Duaine 0631-061-47 $350.32
Stone Claire 0631-061-37 $350.32
Lopez Ricky 0630-011-19 ) $350.32
Brown Shirley 0630-032-46 $350.32
Napier Denise 0630-032-22 . $350.32
Dunn Kevin 0630-051-37 I
Graf Mike 0630-082- 8 $390.00
Caleman Tommy 0630-081-32 $195.13
Rising Phoenix Group LLC ¥ 5 0630-051-62 $350.32
Powell i James 0630-051-10 ~ $350.32°
Triangle H 063" Trust | 0630-062-27 $350.32




| Miller Ruby 0630-071-16 $350.32
Mack Bamry - 0630-061-27 $350.32
Adams Susan and Bill 0629-281-36 $402.55
Kemper Walter 0629-282-03 $402.55
Parimore Raymond 0629-281-33 $460.13
Venoble Deborah 0629-282-10 5402.55
Wong Gene 0629-291-25 $402.55
Gayle Lynda 0628-291-69 $765.14
Whitby Andrew 0628-291-73 $1,256.72
Musial Karena | 0629-281-57. $402.55
Williamson Edgar 0629-271-57 $402.55
Jernigan Tr Brent 0629-451-30 $133.60
_Etter Jahn 0629-341-03 $A2679 |
Hayek David 0629-341-15 $402.55
Lambert Steven 0629-072-51 $133.60
Tyza Industries 0629-103-03 $402.55
Shipley .Christine 0629-232-22 $402.55
Miikotin Alexander 0629-232-39 $402.55
Mcearthy Eric 0629-231-50 $402.55
Cushingham June 0629-123-02 $402.55
Cushingham _ June- 0629-123-01 $402.55
| Bales ' Olen 0629-051-14 $40255 |
Schmidt Brad 0629-051-35 $402.55
Stearns Clayton - 0629-051-65 $402.55
Mason tawrence 0629-441-40 $402.55
‘Baatz Elouise M Trust 2/17/99 0629-021-59 $402.55
Krey 1 Timothy 0629-431-31 $402.55
Ezell'Family Trust 10-6-98 0629-431-13 $402.55
ST PIERRE JOHN 0635-041-19 3325,
BANK OWNED OCWEN 0629-241-36 $278.63
Del Campo Estefania 0630-031-13 $327.97
VERNNA THEEMLING ESTATE 0630-092-06 $386.91
PENN NOAH & ANA 0630-092-21 $384.73
HAASE DAVID 0630-092-27 $210.87
CASILLAS HECTOR 0630-101-06 $384.06
PHILLIPS JAMES 0630-281-57 $327.94
' MIKE 0630-121-02 :
TAYLOR JAMES 0630-121-07 $329.07
OF PINEWOOD ENTRPRS SERIES 0630-131-04 $329.05
WILSON DENNIS & JUDY 0630-131-05 $320.05
WARD JOSHUA '0630-132-02 $313.36
ABENOJA RICHARD 0630-1 32-06 $180.00
JENKINS JAN 0630-151-12 $320.62
HOLLOWAY. SAM 0630-162-07 $338.18
RUSSELL TRUST RUSSELL 0630-251-07 $873.79
| GONZALEZ VICTOR 0630-172-09 $329,07
NELSON MARY & MURL 0630-191-09 $329.16
NELSON MARY & MURL 0630-192-14 $889.53
HAMILTON ARTHUR 0630-201-03 $384.25
WONG GENE & CAROL 0630-201-24 $286.28
PARSONS WENDY 0630-221-25 $365.75
CASTRUITA PEDRO & MARGARITA 0630-221-31 $354.56
JERRY TRANUM ESTATE 0630-221-37 $553.88
GUTIERREZ ANTHONY 0630-221-66 $311.20
MILLER-BOYER JULIANNE & ROD 0630-231-33 $295.24
VAN CAMP WILLIAM 0630-241-25 $295.33
Smith Sandra and Nancy 0630-241-32 $420.94
MILLS SHERRIE 0630-241-42 $382.56
KUJAHN H 0630-251-02 $384.07
DENNIS WILKINSON RICHARD & 0630-251-33 $384.14
WILL GEORGIA 0630-261-23 $384.07
CAMACHO ALVARO 0630-262-05 $115.00
ROBINSON DON 0630-271-04 $385.14
JIMENEZ RICKY 0630-271-06 $386.74
BULLOUGH JiM 0630-291-13 $389.89
SETTLES CHARLES 0630-291-36 $356.53
SALCIDO ROBERT 0630-292-09 $175.00
MYRICK MARK - 0630-292-30 5175.00
AYALA JOAQUIN 0630-302-40 $385.47
SOLAGE CHESTON 0631-181-31 $329.09
MCBRIDE -KENNETH & LISA 0631-182-13 $327.86
SHARGH! ABBAS 0631-182-14 $180.00
MUMM PATRICIA 0631-182-21 $1,452.33
Hale Eric and Jill 0631-182-32 $338.27
TRAN VINH 0631-191-08 $338.27
PRADHAN ANIS 0630-252-21 $384.05
FERGUSON DAVID & SHARON 0630-122-08 $381.12
YUCCA MESA LLC 0630-162-13 $395.07
YUCCAMESA LLC 0630-171-03 95.09
Acosta’’ Jose 0630-091-16 $295.50
MORRIS JAMES 0630-271-75 $342.55
LISA FIELDS ESTATE 0631-192-45 $385.82
Wells Fargo Bank Owned Wells Fargo Mortgage Foreclosure 0630-191-06 $194.13
Flores } : Monica 0630-262-06 $168.79
Realty ica $160.59

(PUB: S. 7/7 & 7/14/2016)

0629-421-28
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BIGHORN DESERT VIEW WATER AGENCY
AGENDA ITEM SUBMITTAL

Meeting Date: July 26, 2016

To: Board of Directors Budgeted: Rate Increase included in
FY16.17 Adopted Budget
Budgeted Amount: est. 5%BSC/3%H20

From: Marina D. West General Counsel Approval: Obtained
CEQA Compliance: N/A

Subject: Public Hearing Following Proposition 218 Public Notice of Proposed Rate
Increases to Basic Service Charge and Water Consumption Rates for a 4-Year
Period

SUMMARY

The Fiscal Year 2016/17 Operating Budget (Budget — Resolution No. 16R-04) adopted May
24, 2016 is based on a proposed rate increase. At that meeting the Board authorized the
General Manager to execute the rate increase notification procedures outlined in Proposition
218 for a 4-year period. The requested rate increase would increase the monthly Basic
Service Charge by 5% on all properties with a meter service line connection to a mainline.
The Basic Monthly Service charge is also proposed for all 2-inch bulk meters and all
construction meters. There is also a proposed increase of 3% the cost of both bulk and
residential metered water. These revenue increases are necessary to meet the budget
objectives and provide for a reasonable surplus of revenue to support operations,
maintenance, debt service and capital replacement/refurbishment of the water system
serving 2,550 customers over a 56 square mile service area.

On June 3, 2016 the Agency mailed approximately 2,830 Proposition 218 Notification letters
(attached) to all properties with service connections, all tenants of properties with service
connections and all bulk water hauling customers. This notice announced the July 26, 2016
public hearing. This Public Hearing is the final opportunity for the Board to consider public
testimony, in addition to all written protests received prior to determining if the proposed rate
and fee increases will be adopted.

If approved, the Board is authorized to increase rates as outlined in the notice for a 4-year
period. However, the actual amount of any subsequent increase will be determined as part of
the annual budget adoption process and could be lower than but not greater than that
approved by the Board at this hearing.

RECOMMENDATION
That the Board considers taking the following action(s):

1. Board to consider adopting Resolution 16R-XX Adjusting the Basic Service Charge
and Water Consumption Charges



BACKGROUND/ANALYSIS

The Agency has been able to maintain operations under the current rate structure since 2008
primarily due to the implementation of service charges on all installed meters, implementation
of property tax liens for delinquent charges, budget cuts including staff positions and
generally improved operations over previous decades. However, the current 4-year budget
projections indicate a rate increase is necessary as well as justified.

Since 2014, the Agency has been evaluating long-range operating costs as well as capital
improvement costs. In 2016, staff published the Capital Asset Replacement and
Refurbishment Plan (attached) which provide details on Agency infrastructure, replacement
costs and life cycles to estimate the cost burden per account. Capital expenditures are for
water system maintenance that is not “routine” but reoccurs at longer intervals such as 10- to
20-years. This includes the maintenance and repair or replacement of wells, pumps, valves,
water tanks, meters, pipelines and equipment. Capital projects tend to have a high cost and
funds must be collected over time to adequately prepare for such expenditures. The output
of this plan is a cost per month per meter to cover long-term capital needs. The current
estimate is $226,000 per year. The annual budget has considered the need to collect this
money and therefore a reasonable surplus of funds is being generated overtime.

The FY2016/17 Operating Budget approved by the Board continues to maintain an adequate
reserve fund to meet the capital needs as well as unexpected costs not conceived in the
operating budget line items. Prior to the development of the Capital Plan the Board relied on
a formula wherein revenues exceeded expenses by at least 10%. The Capital Plan indicates
a reserve closer to 12% per year is necessary. Lastly, expenses are expected to rise over
time. The rate increase was based on a projection that most expenses would increase at a
rate of 3.5% per year. Attached is the summary page from the fiscal year 2016/17 adopted
budget.

The 4-year Budget projections that support the 4-year rate increase, propose increases to
staff salary based on Board approved salary ranges, job descriptions, merit increase potential
as well as annual Board approved Cost-of-Living Adjustments (COLA). The employee COLA
is modeled after the Social Security Index. In FY2016/17, there is a 0% COLA adjustment
proposed per this model. The 4-year budget also proposes 0% adjustment to the salary of
the General Manager.

Staff is also recommending that the 2-inch bulk hauling meters be assessed the Basic
Service Charge to cover maintenance of these metered service connections. Specifically,
staff experiences regular failure of the customer valve due to heavy utilization and these
valves must be maintained by the Agency due to the configuration of the bulk water delivery
system. With the rising cost of valves, staff is now recommending these customers be
assessed the Basic Service Charge to cover these extra expenses directly attributed to these
service connections.

One important thing to note is that overall water charges will be effectively reduced around
2020 when debt service paid through property taxes and bill surcharges sunset.
Furthermore, it is probable that the Morongo Basin Pipeline Debt, assessed by the Mojave
Water Agency, will also retire in 2021.



The Proposition 218 Notice includes a 4-year monthly Bill Impact Analysis for both metered
and 1-inch bulk water customers. The analysis shows the monthly and annual cost impacts
for easy evaluation by the customer. The analysis shows that a residential metered
customers who uses 10 units of water per month will have a monthly bill increase of $2.28
per month or $27.36 in the first year for a pressurized potable water supply and “in the street”
fire flow. Bulk customers with a 1-inch meter, typically using 5 units of water per month, will
see a monthly increase $1.30 or $15.60 in the first year.

On June 3, 2016 the Agency mailed approximately 2,850 Proposition 218 Notification letters
(attached) to all properties with service connections, all tenants of properties with service
connections and all bulk water hauling customers. This notice announced the July 26, 2016
public hearing. This Public Hearing is the final opportunity for the Board to consider public
testimony, in addition to all written protests received prior to determining if the proposed rate
and fee increases will be adopted.

At end of business Thursday, July 21, 2016 the Agency had received 1 protest letter.

Prior to the opening of the public hearing, all additional written protests will be sorted and
counted. If it appears that a majority written protest has been received for one or more of the
proposed rate changes then that particular increase will not be considered at the hearing.
However, at this time there are not enough written protests to defeat any of the proposed
increases.

In the absence of a majority written protests staff recommends the Board consider all rate
and fee adjustments as proposed.

PRIOR RELEVANT BOARD ACTION(S)

5/24/2016 Regular BOD Meeting — Adopt Resolution No. 16R-04 — A Resolution Fixing and Adopting
the Agency Budget for Fiscal Year 2016/2017 for the Bighorn-Desert View Water Agency; and,;
Confirm the proposed 4-year rate increase model to be 5% adjustment to the monthly Basic Service
Charge and 3% adjustment to the Water Consumption charge and application of Basic Service
Charge to 2-in Bulk Meter accounts; and Set July 26, 2016 as the date for Public Hearing to consider
the proposed rate increase; and Authorize preparation and distribution of Notice Setting the date, time
and location of the Prop 218 Notice of Public Hearing on the proposed rate increase in accordance
with Article XIll C and D of the California Constitution.

5/18/2016 Regular FPREP Committee Meeting — Review Draft Budget for Fiscal Year 2016/2017.
4/26/2016 Regular BOD Meeting — Review of Five Year Budget Projections Including Proposed Rate
Increases as Defined by Proposition 218.

4/19/2016 PLEGS Committee Meeting — Overview of Short-Term Proposed Capital Projects and
Status of Various Gran Funding Opportunities.

3/1/2016 Special BOD Meeting — Five Year Budget Review.

1/26/2016 Regular BOD Meeting — Fiscal Year 2015/2016 Mid-Year Budget Review and Discuss
Fiscal Year 2016/2017 Proposed Rate Increases.

1/20/2016 FPREP Committee Meeting — Fiscal Year 2015/2016 Mid-Year Budget Review and
Discuss Fiscal Year 2016/2017 Proposed Rate Increases.



ESTIMATED CAPITAL ASSET REPLACEMENT AND REFURBISHMENT PLAN

Date: 1612016
System |D No.: 3610009/ 3610060
System Name: Bighorn-Desert View Water Agency Service Connections: 2550
MONTHLY
AVG RESERVE
UNIT INSTALLED LIFE, ANNUAL MONTHLY PER

Qary COMPONENT COST COSsT YEARS RESERVE RESERVE CUSTOMER
1 Well 4 Rehab Depth: 475 21 100225 15 6681.67 556.81 022
1 Well 6 Rehab Depth: 385 211 81235 15 5415.67 451.31 0.18
1 Well 7 Rehab Deplh: 410 211 86510 15 5767.33 480.61 0.19
1 Well 8 Rehab Depth: 785 211 165635 15 11042.33 920.19 0.36

1 Well 9 Rehab Deplh: 490 211 103390 15 6892.67 §74.39 0.23

1 Well 10 Rehab Depth: 840 211 177240 15 11816.00 984.67 0.38
1 Well GMWA1 Depth: 300 211 63300 15 4220.00 351.67 0.14
1 Well GMW2 Depih: 300 211 63300 15 4220.00 351.67 0.14
1 Well GMW3 Depth: 353 211 74483 15 4965.53 413.79 0.16
1 Pump Well 3 1 100000 100000 15 6666.67 555.56 0.22
1 Pump Well 4 1 100000 100000 15 6666.67 555.56 0.22
1 Pump Well 6 1 100000 100000 15 6666.67 555.56 0.22
1 Pump Well7 1 100000 100000 15 6666.67 555,56 0.22
1 Pump Well 8 1 100000 100000 15 6666.67 555.56 0.22
1 Pump Well 9 1 100000 100000 15 6666.67 555.56 0.22
1 Pump Well 10 1 100000 100000 15 6666.67 555.56 0.22
1 Pump Well GMW1 1 100000 100000 15 6666.67 555.56 0.22
1 Pump Well GMW2 1 100000 100000 15 6666.67 595.56 0.22
1 Pump Well GMW3 1 100000 100000 15 6666.67 555.56 0.22

1 A booster North (7.5 HP) 2500 2500 15 166.67 13.89 0.01

1 A booster South (7.5 HP) 2500 2500 15 166.67 13.89 0.01

1 C Booster Pump East (40 HP) 6000 - 6000 15 400.00 3333 0.01

1 C Boosler Pump Wesl (40 HP) 6000 6000 15 400.00 33.33 0.01

1 Wel! 10 Boosler Pump Norh (7.5 HP) w/Pressure Vessel 5000 5000 15 - 333.33 27.78 0.01

1 Well 10 Booster Pump South (7.5 HP) w/Pressure Vessel 5000 5000 15 333.33 27.78 0.01
1 GMB1 Booster Pump North (20 HP) 7500 7500 15 500.00 41.67 0.02
1 GMB1 Booster Pump South (20 HP) 7500 7500 15 500.00 41,67 0.02
1 A1 Storage Tank Inlerior/exierior Gallons: 42,000 0.75 31500 30 1050.00 87.50 0.03
1 A2 Slorage Tank Inlerior/Exterior Gallons: 100,000 0.75 75000 a0 2500.00 208.33 0.08
1 B1 Starage Tank Interior/Exterior Gallons: 100,000 0.75 75000 30 2500.00 208.33 0.08
1 B2 Slorage Tank Inlerior/Exterior Gallons: 100,000 0.75 75000 30 2500.00 208.33 0.08
1 B3 Slorage Tank Inlerior/Exterior Gallons: 250,000 0.75 187500 30 6250.00 520.83 0.20

1 B4 Storage Tank Inlerior/Exterior Gallons: 500,000 0.75 375000 30 12500.00 1041.67 0.41
1 C1 Storage Tank Interior/Exterior Gallons:  100.000 0.75 75000 30 2500.00 208.33 0.08
1 C2 Storage Tank Interior/Exterior Gallons: 500,000 0.75 375000 30 12500.00 1041.67 0.41
1 D1 Storage Tank Interior/Exterior Gallons: 700,000 0.75 525000 30 17500.00 1458.33 0.57
1 Well 10 Storage Tank Interior/Exter  Gallons: 10,000 0.75 7500 30 250.00 20.83 0.01
1 GMR1 Storage Tank Interior/Exleric_ Gallons: 210,000 0.75 157500 30 5250.00 437.50 0.17
1 GMR2A Storage Tank Interior/Exte  Gallons: 210,000 0.75 157500 30 5250.00 437.50 0.17
1 GMRZB Storage Tank Interior/Exte Gallons: 210,000 0.75 157500 30 5250.00 437.50 0.17
0.00
1950 |Customer Meter v/ Box & Shutoff, Complete 200 390000 20 19500.00 1625.00 0.64
1 Replace Tractor 175000 175000 i3 11666.67 972.22 0.38
7 Replace Fleel Vehicles (avg life) 30000 210000 10 21000.00 1750.00 0.69
TOTAL (Replacement/Refurbishment) $4,621,318 $225,788 $18,816 8.45
350 Distribution Valve, 6" avg, both water systems 509 600 210000 75 2800.00 233.33 0.09
260 Fire Hydrants, bolh water systems 50% 2000 520000 75 6933.33 §77.78 0.23
264000 |Pipe w/sand bedding, 6" avg. 1D Goat Mtn 60 15840000 75 211200.00 17600.00 6.90
570240 |Pipe wisand bedding, 6" avg. BDVWA 60 34214400 75 456192.00 38016.00 14.81
TOTAL (Distribution System Replacement) $50,784,400 $677,125 $56,427 $22.13
GRAND TOTAL ( ALL COMPONENTS) $55,405,718 $902,913 $75,243 $30.57
Report Prepared by (Tille): Marina West (General Manager) Date: 4/22/2016

NOTE: Installed costs are averages, and include all materials and contracled iabor and equipment.

NOTE: Chlorinalors, pressure regualting and flow regulaling valves, well flow melers, air/vacuum vaives are maintained annusally under routine maintenance budgel
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BIGHORN-DESERT VIEW WATER AGENCY

622 S. JEMEZ TRAIL,
YUCCA VALLEY, CA 92284
(760) 364-2315 FAX (760) 364-3412

June 3, 2016

BDWO607A *** 3000000001 00.0000.0001 1/1

NOTIFICATION OF PUBLIC HEARING in

Conformance with Article XIIID of the California State Constitution and the Proposition 218 Omnibus

Implementation Act

Bighorn-Desert View Water Agency is hereby notifying all affected property owners of the proposed
4-Year Basic Service Charge and Water Rate change effective no sooner than July 27, 2016.

PUBLIC HEARING INFORMATION
Hearing Date and Time: July 26, 2016 at 6:00 pm
Or as soon thereafter as the matter may be heard

Hearing Location: Bighorn-Desert View Water Agency Board Meeting Room

1720 N. Cherokee Trail, Landers, CA

Proposed 5% Basic Service Charge Rate Increase

Basic Service Charge Current Fiscal Year Fiscal Year Fiscal Year Fiscal Year

Rates

2016/2017 2017/2018 2018/2019 2019/2020

5% Increase Per Year $27.50 $28.88 $30.32 $31.83 $33.43

Residential Customers
3/a-in, 1-in Meters,

2-in Bulk Meters &

All Construction Meters
(excludes dedicated
1-in residential fire mtr)

Proposed 3% Water Consumption Char

Current Rate per Hundred  Current Fiscal Year Fiscal Year
Cubic Feet Registered Rates 2016/2017 2017/2018

Residential Customers $3.00 $3.09 $3.18
%4-in and 1-in Meters
(Meter Routes 01 to 16)

e (Metered Water Rate

Fiscal Year Fiscal Year
2018/2019 2018/2019

$3.28 $3.38




Rate Increase

1-in and 2-in Meters $8.50 $8.76 $9.02 $9.29 $9.57
and Construction Meters

(Meter Routes 30 to 40)

Monthly Bill Impact Analysis

MONTHLY BILL HMPACT ANALYSIS FOR PROPOSED 4-YEAR RATE INCREASE TO BASIC SERVICE CHARGE AND WATER CONSUMPTION CHARGE

FY2015/16 FY2016/17 FY2017/18 FY2018/19 FY2019/20
Current Bill per Month w/ average 5% BSC/3% H20 5% BSC/3% H20 5% BSC/3% H20 5% BSC/3% H20
of 10 billing units w/average of 10 billing units w/average of 10 billing units w/average of 10 billing units w/average of 10 billing units
B5C $ 27.50 BSC $ 2888 BSC $ 3032 BSC $ 31.83 85C $ 3343
H20 $3.00/unit $ 30.00 $3.09/unit  $ 30.90 $3.18/unit  $ 31.80 $3.28/unit  $ 32.80 $3.38/unit S 33.80
$ 57.50 $ 59.78 $ 62.12 S 64.63 $ 67.23
Monthly Bifl impact: § 2.28 Monthly Bill Impact:  $  2.34 Monthly Bill impact: § 251 Monthly Bill Impact: § 2.60
Annual Bill Impact: S 27.36 Annual Bill Impact: $ 28.08 Annual Bill Impact: $ 30.12 Annual Bill Impact:  $ 31.20
FY2015/16 FY2016/17 FY2017/18 FY2018/19 FY2019/2020
BULK-current BULK BULK BULK BULK
Avg. 5 units Avg. S units Avg. 5 units Avg. 5 units Avg. S units
3% H20 3% Hz20 3% H20 3% H20 3% H20
$8.50/unit $ 4250 $8.76/unit $43,80 $9.02/unit S 45.10 $9.29/unit  $ 46.45 $9.57/unit § 47.85
Monthly Bill Impact: & 1.30 Monthly Bill Impact:  $ 1.30 Monthly Bill Impact:  § 135 Monthly Bill Impact: & 1.40
Annual Bill Impact: $ 15.60 Annual Bill Impact: $ 15.60 Annual Bill Impact: $ 16.20 Annual Bill impact:  $ 16.80

Why a Rate Increase is Needed ?: Fiscal Year 2008 was the last rate increase for Agency customers.
Beginning 2014, the Agency began to develop 5-year budget projections as well as comprehensive
plans for near-term replacement and refurbishment projects. These expenses are not required each
year but they are expected at some time and the cost of maintaining or replacing wells, pumps,
motors, valves and meters is very high. Due to the rising cost of most goods and services a rate
increase was envisioned for this year.

It is imperative that the Agency collect fees and charges that cover annual operating and debt service
costs and the infrequent but reoccurring large capital expenses in order to maintain the community
water system well into the future.

The Operating Budget for Fiscal Year 2016/17 provides specific details on annual expenses. The
Capital Asset Replacement and Refurbishment Plan provides details on Agency infrastructure, cost
and life cycle to estimate the cost per account. These plans are available at the Agency office for
review by the public at any time.

With the recent annexation of Improvement District Goat Mountain, the Agency now serves a
customer account base of 2,550. This increase in customer base has increased our overall efficiency
and assisted in distributing some costs amongst more customer accounts. But, generally speaking,
for each $2,550 of revenue that must be raised, each customer account must pay $1. Previously, the
Agency had 1,900 customer accounts to cover all the expenses.

Unfortunately, even with cost containment efforts and increased efficiency through growth, the need
for higher rates is still inevitable. The Board of Directors and Agency staff are committed to providing
each connected customer with a safe and reliable water supply, continued integrity in service delivery
and system operation, while avoiding sharp rate spikes in the future. The Agency is always looking



for innovative and efficient solutions to keep costs down, and striving for ways to better serve our
customers. To accomplish these goals, we are requesting your support. We are proposing a fair and
equitable increase applied to all water connections and hauled water customers to continue our
mission to sustain the community’s water system long into the future.

Basis of 5% Proposed Basic Service Charge Rate Increase: The Basic Service Charge or “monthly

system access charge” is designed to recover a portion of the fixed costs of the Agency’s operation of
the water system before any water is registered through the property meter. These are a majority of
the expenses of the Agency’s Operating Budget. These expenses include funds for major system
refurbishment, upgrades, and capital improvements or to produce a cash reserve fund for such
expenses.

The Basic Service Charge is imposed on all connected properties to cover the fixed cost of operating
the water system before any water is registered through the property meter. The Fiscal Year

2016/17 rate increases are outlined below for all account types, the subsequent proposed increases
and monthly bill impacts are included in the tables above.

For all meter sizes within the Bighorn, Desert View Water and Goat Mountain System Service Areas
and all construction (e.g. 3.5-in fire hydrant) meters, Agency meter reading route numbers 01-16 and
40, the proposed Basic Service Charge increase would be $1.14 per month ($2.28 on the bi-monthly
billing cycle). The Agency will begin to impose the Basic Service Charge all 2-inch Bulk Meters, meter
reading route numbers 30 to 34 will be assessed the monthly Basic Service Charge, the proposed
increase would be $28.88 per month. The Basic Service Charge for 1-inch bulk meters will remain at
$0 per month.

Basis of 3% Proposed Water Consumption Charge Increase: Water Consumption charges are based

on amount registered through the meter. This fee is designed to cover the cost of water delivery and
infrastructure operations and maintenance. For all 34 and 1-inch residential meters, routes 01 to 16,
the proposed increase for water consumption would be $0.09 per 100 cubic feet (748 gallons). For
all 1-inch and 2-inch bulk meter sizes, and construction meters, Agency meter reading route numbers
30 to 40, the proposed increase would be $0.26 per 100 cubic feet (748 gallons).

And now for some really good news!!!! Are you a property owner? Did you know your costs will
actually go down starting 2020? If you own your property you should know that the long-term debt
service payments seen on your property tax bill (Bighorn or Goat Mountain) or water bill (Desert View
service area) will stop following in June of 2019 and 2020, respectively? Did you know it is
“probable” that the Morongo Basin Pipeline Debt on your property tax bill and in the Agency budget
can retire in 2021? The elimination of these fees will save you money after the proposed increases.

Impact of Proposed Rate Increase: A rate increase is proposed annually for four (4) years. The first
of the four (4) proposed annual increases would be implemented no sooner than July 27, 2016 and
would be imposed no sooner than the next regular billing cycle for the monthly Basic Service Charge.
Subsequent annual increases would be implemented in conjunction with the annual budget process.
The Board could impose a lower rate increase in subsequent years but cannot exceed the increase
outlined herein without a new Prop 218 Notice of Public Hearing.



Public Hearing: The public hearing will be held at the Board’s regular meeting of July 26, 2016 at
6:00 pm at the Bighorn-Desert View Water Agency Board Meeting Room, 1720 N. Cherokee Trail,
Landers, CA. At the hearing, the Board proposes to adopt a resolution that establishes water service
and consumption charge fee increases as outlined herein. The Board will make its decision following
the public hearing.

Under Proposition 218, if you are the owner of record for a parcel or parcels subject to the proposed
rate changes, you may submit a written protest against the proposed rate increase to the Secretary
of the Board of Directors at or before the time set for the public hearing. If written protests are
presented by a majority (50 percent + 1) of affected property owners, the proposed rate increase or
fee protested will not be imposed.

To be valid, a written protest must contain the name and original signature of the record owner or
owners of the property and identification of the property by either assessor’s parcel number or water
account number and identify which increase you are protesting. If the party signing the protest is
not shown on the last equalized assessment roll of the San Bernardino County as the record owner,
the protest must contain written evidence that the party is the owner of the parcel. Only one written
original protest per property is allowed. In the case of two or more record owners per property, both
or a majority must sign the written protest.

All protests must be received by the Board Secretary at or before the time of the public hearing.
Protests can be mailed or personally delivered to the Secretary of the Board, 622 S. Jemez Trail,
Yucca Valley, CA 92284. No e-mail or FAX will be accepted as a valid written protest. Please contact
Marina West, General Manager, at 760/364-2315 if you have any further questions.

NOTE: This notice was mailed using current property ownership and water billing records. You may
receive more than one copy if you own multiple properties or own property under more than one
name or you are a tenant of rental property. We regret any inconvenience.

Si necesita una copia de este documento en espanol por favor contactenos a / direccion arriba mencionada.



RESOLUTION NO. 16R-XX
RESOLUTION OF THE BOARD DIRECTORS OF THE
BIGHORN-DESERT VIEW WATER AGENCY
ADJUSTING THE BASIC SERVICE CHARGE AND
WATER CONSUMPTION CHARGES

WHEREAS, the Bighorn-Desert View Water Agency (“Agency”) is required by
law to fix and establish rates, fees and charges which will enable the Agency to
cover its debt service payments, operate and maintain its water system, provide for
repairs and depreciation, and a reasonable surplus for improvements; and

WHEREAS, on November 23, 2004 the Board of Directors adopted
Resolution No. 04R-10 which set the Water Consumption rate at $3.00 per one-
hundred cubic feet for providing water service; and

WHEREAS, on December 2, 2008 the Board of Directors adopted Resolution
No. 08R-13 which increased the Basic Service Charge to $55.00 per bi-monthly
billing cycle on all service line to mainline connected accounts (Routes 01-16) to
generate revenues sufficient to cover not only variable costs, but also some of the
fixed costs of providing water service; and

WHEREAS, on February 24, 2009 the Board of Directors adopted Resolution
No 09R-05 Setting Fee For Service For All Bulk Station Accounts (Routes 30-33)
which lowered the consumption rate from $9.62 to $8.50 per one-hundred cubic feet
and $0 Basic Service Charge per month for providing water service and effectively
replacing prior Resolution Nos. 06R-11 and 08R-14 related to the Johnson Valley
bulk station: and

WHEREAS, on May 27, 2014 the Board of Directors adopted Resolution No.
14R-08 Establishing Certain Fees and Charges which included setting the
consumption rate for temporary construction meters (Route 40) at $8.50 per one-
hundred cubic feet and the Basic Service Charge at $27.50 per month for providing
water service; and

WHEREAS, the Board has determined that it is in the best interest of the
Agency, its customers and the public generally, for the Agency to continue to fix the
Basic Service Charge and Consumption Charges to more adequately cover its fixed
costs of operating and maintaining its water system, providing for repairs and
depreciation, and providing a reasonable surplus for capital improvements, including
matching funds for federal and state grant funding; and

WHEREAS, the Board has distributed the rate increase notice to all property
owners and tenants with authorized water accounts in accordance with the
procedures outlined in CA Proposition 218 at least 45-days prior to the Public
Hearing on this matter scheduled for July 26, 2016; and
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NOW, THEREFORE, BE IT RESOLVED with the October 2016 billing date
the Basic Service Charge shall be increased by no more than 5% each year over a
4-year period as follows:

Fiscal Year Fiscal Year | Fiscal Year Fiscal Year
2016/2017 2017/2018 2018/2019 2019/2020

Residential Customers %-in, 1-in
Meters, 2-in Bulk Meters & All

Construction Meters (excludes
Dedicated 1-in residential fire mitr) $28.88 | $30.32 | $31.83 $33.42

This rate will apply to each service connection per monthly billing period and shall be
imposed on all Agency residential (mainline connected) %-inch and 1-inch meters
and on all 2-inch bulk hauling meters and all temporary construction meters; and

BE IT FURTHER RESOLVED with the October 2016 biling date the
Consumption Charge shall be increased by no more than 3% each year for a 4-year
period as follows:

Fiscal Year Fiscal Year | Fiscal Year Fiscal Year
2016/2017 2017/2018 2018/2019 2019/2020

Residential Customers

Y%-in and 1-in Meters
(Meter Routes 01 to 16) $3.09 $3.18 $3.28 $3.38

This rate shall apply to every hundred cubic feet registered through the meter and
shall be imposed on all Agency residential accounts with a service line connected to
a mainline (Routes 01-16); and

BE IT FURTHER RESOLVED with the October 2016 billing date the 1-inch
and 2-inch bulk hauling meters and temporary construction meters (Routes 30-40)
Consumption Charge shall be increased by no more than 3% each year for a 4-year
period as follows:

Fiscal Year Fiscal Year | Fiscal Year Fiscal Year
2016/2017 2017/2018 2018/2019 2019/2020

Rate Increase: 1-in and 2-in Meters

and Construction Meters (Meter
Routes 30 to 40) $8.76 $9.02 $9.29 $9.57
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This rate shall apply to every hundred cubic feet registered through the meter and
shall be imposed on all Agency 1-inch or 2-inch bulk hauling meter and all temporary
construction meters (Routes 30-40); and

BE IT FURTHER RESOLVED Resolution 04R-10, 06R-11, 08R-13, 08R-14,
09R-05 are hereby rescinded and the Basic Service Charge on all Agency
residential customers %-inch, 1-inch meters, 2-inch bulk meters and all temporary
construction meters as well as the Consumption Rates for residential customers
and all Agency 1-inch and 2-inch bulk hauling meters and temporary construction
meters shall remain in effect until further action of the Agency's Board, provided,
however, that the Board shall review said Basic Service Charge and Consumption
Rates during the budget process each fiscal year and the amount of the Basic
Service Charge and Consumption Rates shall be adjusted by no more than the
amounts set forth in this Resolution; and

BE IT FURTHER RESOLVED that the General Manager and staff are hereby
authorized and directed to take all actions reasonably necessary to carry out the
purpose and intent of this Resolution and to implement these rates, fees and
charges in accordance with the time period specified herein.

PASSED, APPROVED, AND ADOPTED by the Board of Directors to
Bighorn-Desert View Water Agency this 26th day of July, 2016.

By

J. Larry Coulombe, President of the Board

ATTEST:

Judy Corl-Lorono, Secretary of the Board
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BIGHORN DESERT VIEW WATER AGENCY
AGENDA ITEM SUBMITTAL

Meeting Date: July 26, 2016

To: Board of Directors Budgeted: Yes, annual debt service
Budgeted Amount: $83,300

From: Marina D. West General Counsel Approval: Reviewed
CEQA Compliance: N/A

Subject: Update on Mojave Water Agency’s Decision to Issue up to $17 Million in General
Obligation Refunding Bond for Improvement District “M” — Morongo Basin
Pipeline

SUMMARY

On July 28, 2016 the Mojave Water Agency Board of Directors will consider adopting
Resolution No. 1022-16 Authorizing Issuance of up to $17 Million in General Obligation
Refunding Bonds.

Attached are some of the relevant pages of the MWA Staff report, MWA Resolution 1022-16
and the Bond Purchase Contract.

Staff anticipates that by executing the bond purchase contract the existing debt can be retired
early. It will be replaced by an instrument with a lower interest rate. Utilizing a strategy that
maintains the current level of property tax assessment, $0.015/$100 assessed value, and
continuation of the entity debt service payment shares the new debt can be retired at least
two years early, possibly three, with a projected “real cash savings” of $1.6M to the
participants. This savings projection is after payment of issuance costs of approx. $120,750.

RECOMMENDATION
For information purposes only.
BACKGROUND/ANALYSIS

At the urging of staff from all Morongo Basin Pipeline participating entities, the Pipeline
Commission voted on June 8, 2016 to advised the Mojave Water Agency Board of Directors
that they desired to refinance the Improvement District “M” debt instrument in order to attain a
lower interest rate and position the entities for early retirement of the entire debt obligation.

The alternative is to continue with the existing debt service arrangement which would only
result in a total savings of approximately $240,000 with early retirement.

Staff anticipates that by executing the bond purchase contract the existing debt can be retired
early because it will be replaced by an instrument with a lower interest rate. Utilizing a
strategy that maintains the current level of property tax assessment, $0.015/$100 assessed
value, and continuation of the entity debt service payment shares the new debt can be retired



at least two years early, possibly three, with a projected “real cash savings” of $1.6M to the
participants. This savings projection is after payment of issuance costs of approx. $120,750.

To that end, Mojave Water Agency has since processed necessary documents for the
release of “2016 General Obligation Refunding Bonds”. Bighorn-Desert View Water Agency
provided input to the attached “Official Statement” for inclusion in the offering.

A timeline of bond refinancing action is attached which indicates the process should be
completed in late September 2016.

PRIOR RELEVANT BOARD ACTION(S)

6/28/2016 Regular BOD Meeting Morongo Basin Pipeline (ID “M”) Debt Refinancing —
Information only.



Mojave Water Agency

DATE: July 28, 2016

TO: Board of Directors

FROM: Kirby Brill, General Manager

BY: Kathy Cortner, Chief Financial Officer

SUBJECT: CONSIDER ADOPTING RESOLUTION NO. 1022-16 AUTHORIZING
ISSUANCE OF UP TO $17 MILLION IN GENERAL OBLIGATION
REFUNDING BONDS

RECOMMENDATION:

Staff recommends the Board of Directors approve the adoption of Resolution No. 1022-16
authorizing the Preliminary Official Statement, Trust Indenture, Continuing Disclosure
Certificate and the Bond Purchase Agreement relating to the issuance by the Mojave Water
Agency its General Obligation Bonds Refunding Series 2016A (the “2016A Bonds”). The
2016A Bonds are being issued to refund the Agency’'s 2006A bonds. Certain payments are
made by each Project Participant (Bighorn Desert View Water Agency, Hi-Desert Water
Agency, Joshua Basin Water District) and Mojave Water Agency.

PREVIOUS CONSIDERATIONS

¢ Morongo Basin Pipeline Commission, June 8, 2016: The Commission recommended
this item be forwarded to the Board of Directors.

o Board of Directors Meeting, June 23, 2016: The Board adopted Resolution No.
1017-16 appointing consultants relative to proceedings for the issuance and sale of
general obligation bonds and taking related actions in relation to the ID M bonds.

BACKGROUND:

On June 7, 2006, the Agency issued its outstanding General Obligation Bonds, Election of
1990, Refunding Series 2006. The 2006 GO Bonds were issued to refund the Agency's
Improvement District M General Obligation Bonds, Election of 1990, Refunding Series 1996.
The 1996 General Obligation Bonds were originally issued to refund previous issues of the
Agency used to finance the costs of design, planning and construction of the Morongo Basin
Pipeline.

Approximately 75% of the Series 2016 GO Bonds are payable from the ad valorem taxes
levied upon the taxable property (other than personal property) in the Improvement District
and approximately 25% of the debt service on the Bonds is to be derived from payments to
be made by the Project Participants pursuant to certain agreements. The Project
Participants payments are due prior to when the levy is set. The Project Participants are
MWA, Hi-Desert Water District, Joshua Basin Water District and Bighorn-Desert View Water
Agency.



The Agency agreed to obligate itself to make payments equal to 4% of the aggregate
obligation of the Project Participants, or approximately 1% of all debt service on any bonds
outstanding. The Agency’s current share of debt service is approximately $213,828 per
year.

ANALYSIS:

Based on current market conditions as of late June, 2016, estimated total net present value
savings to be achieved through the proposed refunding are approximately $1.7 million, or
approximately 10.6%.

The Agency has engaged the services of the Law Firm of James F. Anderson, as Bond
Counsel, and Disclosure Counsel, Stifel, Nicolaus & Company as underwriter and Fieldman,
Rolapp & Associates as Financial Advisor to assist in completing the refunding.

The attached resolution authorizes the Preliminary Official Statement, Trust Indenture,
Continuing Disclosure Certificate and Bond Purchase Agreement relating to the issuance of
the 2016A Bonds and directs Agency Staff to accomplish the proposed refunding. Together
with the Resolution, the Board authorizes the General Manger and the Chief Financial
Officer to execute all documents and to take all actions necessary to complete the
transaction.

FISCAL IMPACT:
Net present value savings of approximately $1.7 million.

ATTACHMENT

Resolution No. 1022-16
Supporting Documentation
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Mojave Water Agency

2016 General Obligation Refunding Bonds

TIME AND RESPONSIBILITY SCHEDULE

Revised on:
Friday, July 15, 2016

I
BC
DC
FA

U
uc
PA
VA

= Issuer - Mojave Water Agency

= Bond Counsel - James F. Anderson Law Firm, PC

= Disclosure Counsel - James F. Anderson Law Firm, PC
= Financial Advisor - Ficldman, Rolapp & Associates

= Underwriter - Stifel Nicolaus & Company

= Underwriter's Counscl - Stradling Yocca Catlson Rauth
= Paying Agent - US Bank

= Verification Agent - Grant Thornton

Description

Responsible
Parties

Status

Week of Monday, June 13, 2016 Distribute District section of Preliminary Official Statement (POS) DC Complete
Thursday, Junc 23, 2016 Board Meceting I,FA, U Complete
Monday, June 27, 2016 Comments due on Ist draft of POS All Complete
Wednesday, June 29, 2016 Submit Underwriter RFP ‘A Complete
Iriday, July 08, 2016 Underwriter REPs due I'A Complete
Tuesday, July 12,2016 Distribute 2nd draft of POS DC Complete
Wednesday, july 13, 2016 Distribute 1st drafts of legal and financing documents BC Complete
Friday, July 15, 2016 ;(:én;::fr;r;fd;é)(;n Ist drafts of legal and financing documents and All

Wecek of Monday, July 18, 2016 Submit Credit Package to Rating Agencics FA

Week of Monday, July 18,2016 Submit documents to Bond Insurer if necessary A
Wednesday, July 20, 2016 Distribute near-final draft of POS DC
Wednesday, july 20, 2016 Distribute near-final drafts of legal and financing documents RC, DC
Thursday, July 21, 2016 Agenda deadline for Board Meeting on July 28, 2016 I, BC,DC

Weck of Monday, July 25, 2016 f:;]f)cg:cc Call @ TBD to review legal and financing documents All
Monday, July 25, 2016 Distribute first draft of Credit Presentation IFA
Thursday, July 28, 2016 Board Meeting - Board considers approval of financing I, FA, U

+/-  Monday, August 01, 2016 Limited Group Conference Call @ TBD for rating prepartation LEFA U
Week of Monday, August 01, 2016 Rating Agency conference call @ TBD I, FA, U, RA

FRA Project No. 16119
00135020.X1.8
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Mojave Water Agency
2016 General Obligation Refunding Bonds

TIME AND RESPONSIBILITY SCHEDULE

Description R(;I:::Z:bk Status

Monday, August 15, 2016 Receive Credit Ratings from Rating Agencies RA

Wednesday, August 17, 2016 Post & Distribute Preliminary Official Statement DC

Wednesday, August 24, 2016 Pre-pricing I, U, FA

Thursday, August 25, 2016 Pricing LEAU

Thursday, August 25, 2016 [Zxecute BPA and Conditional Call Notice Submitted UWC, DC

Thursday, September 01, 2016 Post and Distribute Final Official Statement DC

Friday, September 02, 2016 Labor Day Holiday All

Monday, September 26, 2016 Pre-close ALL

Tuesday, September 27, 2016 Closce ALL

FRA Project No. 16119
00135020.X1.8 Page 2 of 2



RESOLUTION NO. 1022-16

RESOLUTION OF THE MOJAVE WATER AGENCY
BOARD OF DIRECTORS
AUTHORIZING THE ISSUANCE AND SALE OF NOT TO EXCEED $17,000,000
AGGREGATE PRINCIPAL AMOUNT OF “IMPROVEMENT DISTRICT M OF THE
MOJAVE WATER AGENCY GENERAL OBLIGATION BONDS (MORONGO BASIN
PIPELINE PROJECT) ELECTION OF 1990, REFUNDING SERIES 2016,”
PRESCRIBING THE TERMS AND FORM OF SAID BONDS, FIXING THE MAXIMUM
RATE OF INTEREST ON SAID BONDS, PROVIDING FOR THE LEVY OF A TAXTO
PAY THE PRINCIPAL OF AND INTEREST ON THE 2016 BONDS, APPROVING
FORMS OF BOND PURCHASE AGREEMENT, OFFICIAL STATEMENT AND
ESCROW AGREEMENT, AND AUTHORIZING THE EXECUTION OF OTHER
NECESSARY CERTIFICATES

WHEREAS, on January 26, 1990, the Board of Directors (the “Board”) of the
Mojave Water Agency (the “Agency”) formed an improvement district of a portion of the
Agency for the purpose of incurring bonded indebtedness, which improvement district is
known as “Improvement District M of the Mojave Water Agency” (the “Improvement
District”); and

WHEREAS, the purpose for which the Improvement District was formed is the
planning, design and construction of a pipeline to deliver water from a point on the
California Aqueduct to the Improvement District area of the Mojave Water Agency; and

WHEREAS, the Board duly called for an election to be held, and an election was
regularly held in the Improvement District on June 5, 1990, for the purpose of voting
upon a proposition for the issuance of bonds in the aggregate principal amount of not to
exceed $66,500,000, to bear interest at a rate not to exceed the legal maximum rate of
interest, for the purpose of raising money for the planning, design, and construction of
such pipeline; and

WHEREAS, more than two-thirds of the votes cast on said proposition were in
favor of issuing said bonds and the Agency has the power to levy and collect ad
valorem property taxes within the Improvement District to the extent necessary to pay
principal of and interest on the bonds when due; and

WHEREAS, the bonds shall be additionally secured by certain amounts to be
received by the Agency from the Project Participants pursuant to the Project
Agreements (as such terms are defined in the Indenture of Trust referenced below),
which shall be pledged to the Trustee for the benefit of the owners of the bonds; and

WHEREAS, on May 14, 1991, the Board sold a first series of said bonds in the
aggregate principal amount of $12,000,000 designated “Improvement District M of the
Mojave Water Agency General Obligation Bonds (Morongo Basin Pipeline Project)
Election of 1990, Series 1991 (the “1991 Bonds”); and



WHEREAS, on November 19, 1992, the Board sold a second series of said
bonds in the aggregate principal amount of $40,735,000 designated “Improvement
District M of the Mojave Water Agency General Obligation Bonds (Morongo Basin
Pipeline Project) Election of 1990, Series 1992” (the “1992 Bonds”); and

WHEREAS, on April 9, 1996, the Board sold a third series of said bonds in the
aggregate principal amount of $51,780,000 designated “Improvement District M of the
Mojave Water Agency General Obligation Bonds (Morongo Basin Pipeline Project)
Election of 1990, Refunding Series 1996”" (the “1996 Bonds”) for the purpose of
refunding the 1991 Bonds and the 1992 Bonds; and

WHEREAS, on June 7, 2006, the Board sold a fourth series of said bonds in the
aggregate principal amount of $34,825,000 designated “Improvement District M of the
Mojave Water Agency General Obligation Bonds (Morongo Basin Pipeline Project)
Election of 1990, Refunding Series 2006” (the “2006 Bonds") for the purpose of
refunding the 1996 Bonds; and

WHEREAS, due to favorable conditions which exist in the financial markets at
this time, the Board deems that it desirable to authorize the issuance of its refunding
bonds for the purpose of refunding the 2006 Bonds, such refunding bonds designated
“‘Improvement District M of the Mojave Water Agency General Obligation Bonds
(Morongo Basin Pipeline Project) Election of 1990, Refunding Series 2016” (the “2016
Bonds”) in accordance with the Mojave Water Agency Act (California Water Code
Appendix Section 97-1 et seq.) and California Government Code Section 53550 et. seq.
and Section 53580 et seq. according to the terms and in the manner hereinafter set
forth; and

WHEREAS, Stifel, Nicolaus & Company, Incorporated (the “Underwriter”), has
expressed its intention to purchase the 2016 Bonds authorized hereby and issued
hereunder, and the Board finds that the public interest and necessity require that the
Agency at this time make arrangements for the sale of the 2016 Bonds; and

WHEREAS, there has been submitted to the Board a proposed form of Indenture
of Trust (the “Indenture”), dated as of September 1, 2016, by and between the Agency
and U.S. Bank National Association, as Trustee (the “Trustee”) pursuant to which the
Agency will issue the 2016 Bonds; and

WHEREAS, there has been submitted to the Board a proposed form of the Bond
Purchase Agreement (the “Purchase Agreement”) pursuant to which the Underwriter will
agree to purchase from the Agency the 2016 Bonds proposed to be sold; and

WHEREAS, there has been submitted to the Board a proposed form of
Preliminary Official Statement describing the 2016 Bonds proposed to be sold; and

WHEREAS, there has been submitted to the Agency a proposed form of
Continuing Disclosure Undertaking to address disclosure requirements of Securities and
Exchange Commission Rule 15¢2-12; and



WHEREAS, there has been submitted to the Board a proposed form of Escrow
Agreement, dated as of September 1, 2016, by and between the Agency and U.S. Bank
National Association, as Escrow Agent (the “Escrow Agent’) pursuant to which the
Agency will deposit moneys with the Escrow Agent to be used to defease the 2006
Bonds;

NOW, THEREFORE, BE IT RESOLVED by the Board of Directors of the Mojave
Water Agency, as follows:

Section 1. Recitals. All of the recitals hereto are true and correct. The Board
has reviewed all proceedings heretofore taken relative to the authorization of the 2016
Bonds and has found, as a result of such review, and hereby finds and determines that
all acts, conditions and things required by law to exist, happen and be performed
precedent to and in connection with the issuance of the 2016 Bonds have existed,
happened and been performed in due time, form and manner as required by law, and
the Agency is now duly authorized and empowered pursuant to each and every
requirement of law to issue the 2016 Bonds and incur indebtedness in the manner and
form as in this Resolution provided.

Section 2. Authorization. This Board hereby authorizes the sale to the
Underwriter of not to exceed $17,000,000 aggregate principal amount of 2016 Bonds of
the Mojave Water Agency to be sold as “Improvement District M of the Mojave Water
Agency General Obligation Bonds (Morongo Basin Pipeline Project) Election of 1990,
Refunding Series 2016" at the purchase price to be set forth in the Purchase
Agreement. The proceeds of the 2016 Bonds shall be used to defease and refund
outstanding 2006 Bonds on their maturity date or redemption date, as applicable, as
more particularly described in the Escrow Agreement, and to pay costs of issuance of
the 2016 Bonds.

Section 3. Approval of Indenture. The proposed form of the Indenture, in
substantially the form presented to this meeting and made a part hereof as though set
forth in full herein, is hereby approved. The President, Vice President, Treasurer,
General Manager, Chief Financial Officer, Secretary, or any other person authorized by
the Board to act on behalf of the Agency in connection with the issuance of the 2016
Bonds (each an “Authorized Officer”), acting singly, is hereby authorized and directed,
for and in the name of and on behalf of the Agency, to execute and deliver the Indenture
in substantially the form presented to this meeting, with such changes, insertions and
omissions (including the insertion of the maturity dates, principal amounts, redemption
provisions, and interest rates of the 2016 Bonds) as may be approved by the Authorized
Officer executing the same, said execution being conclusive evidence of such approval.
The Board hereby authorizes the performance by the Agency of its obligations under
the Indenture. The selection of U.S. Bank National Association, as Trustee is hereby
approved and ratified.

Section 4. Approval of Escrow Agreement. The proposed form of the Escrow
Agreement by and between the Agency and the Escrow Agent, in substantially the form
presented to this meeting and made a part hereof as though set forth in full herein, is
hereby approved. Any Authorized Officer, acting singly, is hereby authorized and
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directed, for and in the name of and on behalf of the Agency, to execute and deliver the
Escrow Agreement in substantially the form presented to this meeting, with such
changes, insertions and omissions as may be approved by the Authorized Officer
executing the same, said execution being conclusive evidence of such approval.

Section 5. Description of Bonds. In accordance with Government Code Section
53553, the 2016 Bonds shall be dated as of their date of issuance (tentatively scheduled
for the end of September, 2016), or such other date not later than their date of issuance
as shall be authorized by an Authorized Officer of the Agency, shall bear interest at a
rate or rates not to exceed 5.00% per annum and not to exceed a true interest cost of
two and one-half percent (2.5%), payable commencing on March 1, 2017 as designated
in the Indenture, and semiannually thereafter on March 1 and September 1 of each year,
shall mature on September 1 of each of the years, and in the amounts, as set forth in the
Indenture. The 2016 Bonds may be issued so long as the net present value savings
from the issuance of the 2016 Bonds shall be equal to or greater than 3.0% of the
principal amount of the 2016 Bonds.

In addition, (a) it is anticipated that the redemption necessary to effect the
refunding will occur at the end September 2016, or as soon thereafter as the refunding
can practicably be accomplished; (b) as provided in the Indenture, the 2016 Bonds shall
be issued in denominations of $5,000 or any integral of $5,000; (c) the rate or rates of
interest to be borne by the 2016 Bonds, and interest payment dates of the 2016 Bonds,
shall be as set forth in the Indenture; (d) the final maturity date of the 2016 Bonds shall
be September 1, 2022; (e) the place of payment of principal and interest on the 2016
Bonds shall be at the principal corporate trust office of the Trustee as set forth in the
Indenture; (f) the form of the 2016 Bonds shall be as set forth in the Indenture; and (g)
the designated costs of issuing the 2016 Bonds shall be as set forth in the Indenture,
and shall include, but are not limited to all expenses incident to calling, retiring or paying
the 2006 Bonds and to the issuance of the 2016 Bonds, including the charges of Bond
Counsel, Disclosure Counsel, the Municipal Advisor, the Trustee, the Escrow Agent and
rating agencies, and costs of printing and miscellaneous charges. The 2016 Bonds shall
be as further described in the Paying Agent Agreement.

Section 6. Sale of the 2016 Bonds.

(a) Negotiated Sale Authorized. Under Section 53555 and Section 53583 of the
California Government Code and other applicable State laws, the Board hereby
authorizes the negotiated sale of the 2016 Bonds to the Underwriter. The 2016 Bonds
shall be sold pursuant to the Purchase Agreement in substantially the form on file with
the Secretary of the Board with such changes therein, deletions therefrom and
modifications thereto as an Authorized Officer may approve, such approval to be
conclusively evidenced by the execution and delivery of the Purchase Agreement;
provided that the principal amount of the 2016 Bonds shall not exceed $17,000,000,
the true interest cost with respect to the 2016 Bonds shall not exceed 2.5%, and the
Underwriter's discount shall not exceed 0.5% of the aggregate principal amount of the
2016 Bonds. The Board hereby authorizes an Authorized Officer to execute and
deliver the final form of the Purchase Agreement in the name and on behalf of the
Agency.
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(b) Reasons for Negotiated Sale. In accordance with Section 53583(b) of the
California Government Code, the Board has determined to authorize the sale of the
2016 Bonds at a negotiated sale because a negotiated sale provides more flexibility to
choose the time and date of the sale, which is advantageous in a volatile municipal
bond market.

(c) Savings Requirement. As provided in Section 53552 of the California
Government Code, the 2016 Bonds shall not be issued unless the total net interest
cost to maturity on the 2016 Bonds plus the principal amount of the 2016 Bonds is
less than the total net interest cost to maturity on the 2006 Bonds being refunded plus
the principal amount of the 2006 Bonds being refunded. Before issuing the 2016
Bonds, the Agency shall receive confirmation from Fieldman Rolapp & Associates, its
municipal advisor, demonstrating that the foregoing requirements have been satisfied.

(d) Costs of Issuance. The costs of issuing the 2016 Bonds include the
designated costs referenced in Section 5 above, which are estimated to be
approximately $200,000. Said costs shall be paid from the Costs of Issuance Fund
established pursuant to the Indenture.

Section 7. Levy of Taxes. For the purpose of paying principal of and interest on
the 2016 Bonds, the Board shall, at the time of making the general tax levy on the
taxable property (exclusive of personal property) in the Improvement District after
incurring the bonded indebtedness, and annually thereafter until the 2016 Bonds are
paid or until there is a sum in the treasury of the Agency or any fund or funds held by the
Trustee, set apart for that purpose sufficient to meet all payments of principal of and
interest on the 2016 Bonds as they become due, levy and collect a tax on the taxable
property (exclusive of personal property) in the Improvement District sufficient, together

with moneys, if any, 1 received under the Project Agreements that are to be applied to
pay debt service on the 2016 Bonds and any available amounts on deposit in the 2016
Debt Service Fund, to pay the interest on the 2016 Bonds and such part of the principal
as will become due before the proceeds of a tax levied at the next general tax levy on
the taxable property (exclusive of personal property) in the Improvement District will be
available. Such taxes shall be levied and collected as other County taxes and shall be in
addition to all other taxes and shall be used only for payment of the principal of the 2016
Bonds and interest thereon. All taxes collected by the Agency pursuant to this Section
shall be forthwith paid to the Trustee for deposit into a special fund as provided in the
Indenture.

Section 8. Preliminary Official Statement. The Agency hereby approves the
preliminary Official Statement (the “Preliminary Official Statement”) describing the 2016
Bonds, in substantially the form on file with the Secretary of the Board presented to this
meeting, with such changes, insertions and omissions as may be approved by an
Authorized Officer. An Authorized Officer is hereby authorized and directed to execute

L As provided in the Indenture, the Agency may execute amendments or supplements to the Project Agreements to amend

Section 5(b) of the Project Agreements to increase the portion of the Debt Service paid through the levy of property taxes to
any percentage up to 100% and to decrease the portion of Debt Service paid by each Project Participant as part of the
estimated Fixed Project Cost under the Project Agreements.
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and deliver to the Underwriter a certificate deeming the Preliminary Official Statement to
be final as of its date within the meaning of Rule 15¢2-12 of the Securities Exchange
Act of 1934 and execution of such certificate shall be conclusive evidence of such
approval. The Underwriter is hereby authorized to distribute the Preliminary Official
Statement in connection with the sale of the 2016 Bonds. The Authorized Officers are
separately authorized to approve corrections and additions to the Preliminary Official
Statement by supplement or amendment thereto, or otherwise as appropriate, provided
that any such corrections or additions are necessary to cause the information contained
therein to conform with facts material to the 2016 Bonds, or to the proceedings of the
Agency.

Section 9. Official Statement. The Authorized Officers are separately authorized
and directed to cause the Preliminary Official Statement to be brought into the form of a
final official statement (the “Final Official Statement”) and to execute the Final Official
Statement, dated as of the date of the sale of the 2016 Bonds, and the Authorized
Officers are separately authorized and directed to execute a statement that the facts
contained in the Final Official Statement, and any supplement or amendment thereto
(which shall be deemed an original part thereof for the purpose of such statement)
were, at the time of sale of the 2016 Bonds, true and correct in all material respects and
that the Final Official Statement did not, on the date of sale of the 2016 Bonds, and
does not, as of the date of delivery of the 2016 Bonds, contain any untrue statement of
a material fact with respect to the Agency or the Improvement District or omit to state
material facts with respect to the Agency or the Improvement District required to be
stated where necessary to make any statement made therein not misleading in the light
of the circumstances under which it was made. The Authorized Officers shall take such
further actions prior to the signing of the Final Official Statement as are deemed
necessary or appropriate to verify the accuracy thereof. The Final Official Statement,
when prepared, is approved for distribution in connection with the offering and sale of
the 2016 Bonds.

Section 10. Purchase Agreement. The proposed form of Purchase Agreement
by and between the Agency and the Underwriter, in substantially the form presented to
this meeting and made a part hereof as though set forth in full herein, is hereby
approved. Any Authorized Officer, acting singularly, is hereby authorized and directed,
for and in the name of and on behalf of the Agency, to execute and deliver the Purchase
Agreement in substantially the form presented to this meeting, with such changes,
insertions and omissions as may be approved by the Authorized Officer executing the
same, said execution being conclusive evidence of such approval.

Section 11. Continuing Disclosure. The Board hereby approves the Continuing
Disclosure Undertaking, in substantially the form attached as an appendix to the
Preliminary Official Statement, together with any changes therein or additions thereto
deemed advisable by the Authorized Officer, such approval to be conclusively
evidenced by the execution and delivery thereof. The Authorized Officer is hereby
separately authorized and directed to execute the final form of the Continuing
Disclosure Undertaking, for and in the name and on behalf of the Agency. The Board
hereby authorizes the delivery and performance of the Continuing Disclosure
Undertaking.
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Section 12. Delegation of Authority to Authorized Officers. The Authorized
Officers are hereby authorized and directed to execute, sign and deliver any and all
approvals, certificates, statements, requests, requisitions and orders of the Agency in
connection with the sale and issuance of the 2016 Bonds and the other transactions
described herein. The Authorized Officers may authorize such other officers of the
Agency as they deem appropriate to undertake any of the actions which they are
authorized or directed to undertake pursuant to this Resolution.

Section 13. General Authority. Each Authorized Officer, acting singly, is hereby
authorized and directed to do and perform, or cause to be done and performed, from
time to time any and all acts and things consistent with this Resolution necessary or
appropriate to carry the same into effect and to execute and deliver any and all
certificates and representations, including signature certificates, no-litigation certificates,
arbitrage bond certificates and certificates concerning the contents of the Official
Statement necessary and desirable to accomplish the transactions described herein.

Section 14. Severability. If any section, paragraph or provision of this Resolution
is held to be invalid or unenforceable for any reason, such invalidity or unenforceability
shall not affect any remaining provisions hereof.

Section 15. Effective Date. This Resolution shall take effect immediately upon
its adoption.

PASSED, APPROVED AND ADOPTED this 28" day of July, 2016.
MOJAVE WATER AGENCY

By:

Beverly J. Lowry, President

Attest:

By:

Doug Shumway, Secretary



The foregoing resolution was adopted by the Board of Directors of the Mojave Water
Agency, being the Board authorized by law to make the designations therein contained by the
following vote, on July 28, 2016.

AYES:
NAYS:
ABSENT:
ABSTAIN:



SECRETARY’S CERTIFICATE

The undersigned Recording Secretary of the Board of Directors of the Mojave Water
Agency, hereby certifies that the foregoing is a full, true and correct copy of Resolution
No. 1022-16, which was introduced and adopted at a general meeting of the Board of
Directors of the Mojave Water Agency held on the 28" day of July, 2016, of which
meeting all of the members of said Board had due notice and at which a majority thereof
was present; and that at said meeting said Resolution was adopted by the following vote:

AYES:

NAYS:
ABSENT:
ABSTAIN:

| further certify that | have carefully compared the same with the original
minutes of said meeting on file and of record in my office, that the foregoing Resolution
has not been amended, modified or rescinded since the date of its adoption, and the
same is now in full force and effect.

WITNESS my hand this 28" day of July, 2016.

(SEAL)

Michelle R. Doyle,
Secretary of the Board of Directors
MOJAVE WATER AGENCY



Stradling Yocca Carlson & Rauth
Draft of 7/20/16

$
IMPROVEMENT DISTRICT M OF THE MOJAVE WATER AGENCY
GENERAL OBLIGATION BONDS (MORONGO BASIN PIPELINE PROJECT)
ELECTION OF 1990, REFUNDING SERIES 2016

BOND PURCHASE CONTRACT

August 2016

Mojave Water Agency

13846 Conference Center Drive
Apple Valley, California 92307
Attention: General Manager

Ladies and Gentlemen:

Stifel, Nicolaus & Company, Incorporated (the “Underwriter”) offers to enter into this Bond
Purchase Contract (this “Purchase Contract”) with the Mojave Water Agency (the “Agency”). This
offer is made subject to the Agency’s acceptance by execution of this Purchase Contract and delivery
of the same to the Underwriter on or before 11:59 p.m., California time, on the date hereof, and, if
not so accepted, will be subject to withdrawal by the Underwriter upon notice delivered to the
Agency at any time prior to such acceptance. Upon the Agency’s acceptance hereof, the Purchase
Contract will be binding upon the Agency and the Underwriter. Capitalized terms that are used in
this Purchase Contract and not otherwise defined have the respective meanings given to such terms in
the Indenture (as such term is defined below).

Section 1. Purchase and Sale. Upon the terms and conditions and upon the basis of the
representations set forth in this Purchase Contract, the Underwriter agrees to purchase from the
Agency, and the Agency agrees to sell and deliver to the Underwriter, all (but not less than all) of the
$ Improvement District M of the Mojave Water Agency General Obligation Bonds
(Morongo Basin Pipeline Project) Election of 1990, Series 2016 (the “Bonds”) at a purchase price of
$ (being an amount equal to the principal amount of the Bonds plus/less a net original issue
premiuvm/discount of $ and less an Underwriter’s discount of § ). The obligations of the
Underwriter to purchase, accept delivery of and pay for the Bonds shall be conditioned on the sale
and delivery of all of the Bonds by the Agency to the Underwriter at Closing (as such term is defined
herein).

Section 2. Bond Terms; Authorizing Instruments. (a) The Bonds shall be dated their
date of delivery and shall mature and bear interest as set forth on Exhibit A. The Bonds shall be as
described in, and shall be issued and secured under, an Indenture of Trust (the “Indenture”), dated as
of August 1, 2016, by and between the Agency and U.S. Bank National Association, as trustee (the
“Trustee”). The Bonds are payable and subject to redemption as provided in the Indenture and as
described in the Official Statement (as such term is defined herein).

(b) The Bonds will be issued pursuant to the Mojave Water Agency Act (California
Water Code Appendix Section 97-1 ef seq.) (the “Law”), Government Code Section 53580 er seq.



and an election held in Improvement District M of the Agency (the “Improvement District”) on
June 5, 1990. The Bonds are payable from and secured by the Agency’s pledge of tax revenues and
Project Agreement payments under and as defined in the Indenture.

(c) The net proceeds of the sale of the Bonds will be used: (i) to refund the Improvement
District M of the Mojave Water Agency General Obligation Bonds (Morongo Basin Pipeline Project)
Election of 1990, Refunding Series 2006 (the “2006 Bonds”); and (ii) to pay costs incurred in
connection with the issuance of the Bonds.

Section 3. Public Offering. The Underwriter agrees to make an initial bona fide public
offering of all of the Bonds, at not in excess of the initial public offering yields or prices set forth on
Exhibit A. Following the initial public offering of the Bonds, the offering prices may be changed
from time to time by the Underwriter. The Agency acknowledges and agrees that: (a) the purchase
and sale of the Bonds pursuant to this Purchase Contract is an arm’s-length commercial transaction
between the Agency and the Underwriter, and the only obligations that the Underwriter has to the
Agency with respect to the transaction contemplated hereby expressly are set forth in this Purchase
Contract; (b) in connection therewith and with the discussions, undertakings and procedures leading
up to the consummation of such transaction, the Underwriter is and has been acting solely as
principal and is not acting as a Municipal Advisor (as such term is defined in Section 15B of The
Securities Exchange Act of 1934, as amended) to the Agency; (c) the Underwriter has not assumed
an advisory or fiduciary responsibility in favor of the Agency with respect to the offering
contemplated hereby or the discussions, undertakings and procedures leading thereto (irrespective of
whether the Underwriter has provided other services or is currently providing other services to the
Agency on other matters); (d) the Underwriter has financial and other interests that may differ from
and be adverse to those of the Agency; and (e) the Agency has consulted its own legal, financial,
accounting, tax and other advisors to the extent that it has deemed appropriate.

Section 4. Official Statement; Continuing Disclosure. (a) The Agency has delivered
to the Underwriter the Preliminary Official Statement dated August __, 2016 (the “Preliminary
Official Statement™) and will deliver to the Underwriter the final Official Statement dated the date
of this Purchase Contract (as amended and supplemented from time to time pursuant to Section 5(i)
of this Purchase Contract, the “Official Statement”) within seven business days.

(b) The Agency authorizes the use of the Official Statement and the information
contained therein by the Underwriter in connection with the public offering and the sale of the
Bonds. The Agency consents to the use by the Underwriter prior to the date hereof of the
Preliminary Official Statement in connection with the public offering of the Bonds. The Underwriter
agrees that it will not send any confirmation requesting payment for the purchase of any Bonds
unless the confirmation is accompanied by or preceded by the delivery of a copy of the Official
Statement. The Underwriter agrees: (i) to provide the Agency with final pricing information on the
Bonds on a timely basis prior to the Closing; and (ii) to take any and all other actions necessary to
comply with applicable rules of the Securities and Exchange Commission (the “SEC”) and the
Municipal Securities Rulemaking Board (the “MSRB”) governing the offering, sale and delivery of
the Bonds to ultimate purchasers.

(©) In connection with the issuance of the Bonds, and in order to assist the Underwriter in
complying with the provisions of SEC Rule 15¢2-12 (“Rule 15¢2-12”), the Agency will enter into a
Continuing Disclosure Undertaking (the “Continuing Disclosure Undertaking”) dated the date of
the Closing, under which the Agency will undertake to provide certain financial and operating data as



required by Rule 15¢2-12. The form of the Continuing Disclosure Undertaking is attached as an
appendix to the Preliminary Official Statement.

Section 5. Representations, Warranties and Covenants of the Agency. The Agency
hereby represents, warrants and agrees with the Underwriter that:

(a) The Board of Directors (the “Board”) of the Agency has taken official action by
resolution (the “Agency Resolution™) adopted by a majority of the members of the Board at a
regular meeting that was duly called, noticed and conducted, at which a quorum was present and
acting throughout, authorizing the execution, delivery and due performance of: (i) the Indenture; (ii)
the Continuing Disclosure Undertaking; (iii) the Escrow Agreement, dated as of August 1, 2016 (the
“Escrow Agreement”), by and between the Agency and U.S. Bank National Association, as escrow
agent (the “Escrow Agent”), related to the 2006 Bonds; and (iv) this Purchase Contract (collectively,
the “Agency Agreements”) and the Official Statement, and the taking of any and all such action as
may be required on the part of the Agency to carry out, give effect to and consummate the
transactions that are contemplated hereby.

(b) The Agency is a body politic and corporate that is duly organized and existing under
the laws of the State of California (the “State”), including the Law, and has all necessary power and
authority to adopt the Agency Resolution and to enter into and perform its duties under the Agency
Agreements.

(c) By all necessary official action, the Agency has: (i) duly authorized the preparation
and delivery of the Preliminary Official Statement and the preparation, execution and delivery of the
Official Statement; (ii) duly authorized and approved the execution and delivery of, and the
performance of its obligations under, the Bonds and the Agency Agreements; and (iii) duly
authorized the consummation by the Agency of all other transactions contemplated by the Agency
Resolution, the Agency Agreements, the Preliminary Official Statement and the Official Statement.
When executed and delivered, the Agency Agreements (assuming due authorization, execution and
delivery by and enforceability against the other parties thereto) will be in full force and effect and
each will constitute legal, valid and binding agreements or obligations of the Agency, enforceable in
accordance with their respective terms, except as enforcement thereof may be limited by bankruptcy,
insolvency, reorganization, moratorium or similar laws or equitable principles relating to or limiting
creditors’ rights generally, the application of equitable principles, the exercise of judicial discretion
and the limitations on legal remedies against public entities in the State.

(d) At the time of the Agency’s acceptance hereof and at all times subsequent thereto up
to and including the time of the Closing, the information and statements in the Official Statement do
not and will not contain any untrue statement of a material fact or omit to state a material fact that is
required to be stated therein or necessary to make the statements therein, in the light of the
circumstances under which they were made, not misleading (except that no representation is made
with respect to information relating to DTC (as such term is defined herein), DTC’s book-entry
system or information provided by the Project Participants (as such term is defined in the Indenture)).

(e As of the date hereof, except as described in the Preliminary Official Statement, there
is no action, suit, proceeding or investigation before or by any court, public board or body that is
pending against, and notice of which has been served on and received by, the Agency, or, to the best
knowledge of the Agency, threatened, wherein an unfavorable decision, ruling or finding would: (i)
affect the creation, organization, existence or powers of the Agency, or the titles of its members or



officers; (ii) in any way question or affect the validity or enforceability of the Agency Agreements,
the Bonds or the exclusion of the interest on the Bonds from taxation; or (iii) in any way question or
affect the Purchase Contract or the transactions contemplated by the Purchase Contract, the Official
Statement, or any other agreement or instrument to which the Agency is a party relating to the Bonds.

® There is no consent, approval, authorization or other order of, filing or registration
with, or certification by, any regulatory authority that has jurisdiction over the Agency that is
required for the execution and delivery of this Purchase Contract and the other Agency Agreements
or the consummation by the Agency of the other transactions that are contemplated by the Official
Statement or the Agency Agreements.

(g) Any certificate that is signed by any official of the Agency who is authorized to do so
shall be deemed a representation and warranty by the Agency to the Underwriter as to the statements
made therein.

(h) The Agency is not in default, and at no time has the Agency defaulted in any material
respect, on any bond, note or other obligation for borrowed money or any agreement under which
any such obligation is or was outstanding.

(i) If any event occurs of which the Agency has knowledge between the date of this
Purchase Contract and the date of the Closing that might or would cause the Official Statement, as
then supplemented or amended, to contain an untrue statement of a material fact or to omit to state a
material fact that is required to be stated therein or necessary to make the statements therein, in the
light of the circumstances under which they were made, not misleading, the Agency shall notify the
Underwriter and if, in the opinion of the Underwriter, such event requires the preparation and
publication of a supplement or amendment to the Official Statement, the Agency will cooperate with
the Underwriter in causing the Official Statement to be amended or supplemented in a form and in a
manner approved by the Underwriter. All expenses thereby incurred will be paid by the Agency, and
the Underwriter will file, or cause to be filed, the amended or supplemented Official Statement with
the MSRB’s Electronic Municipal Market Access database (“EMMA”).

G) The Agency will furnish such information, execute such instruments and take such
other action in cooperation with the Underwriter as the Underwriter may reasonably request in order:
(i) to qualify the Bonds for offer and sale under the Blue Sky or other securities laws and regulations
of such states and other jurisdictions of the United States as the Underwriter may designate; and (ii)
to determine the eligibility of the Bonds for investment under the laws of such states and other
jurisdictions. The Agency will not be required to execute a general or special consent to service of
process or to qualify to do business in connection with any such qualification or determination in any
jurisdiction.

k) The Agency is not in any material respect in breach of or default under: (i) any
applicable constitutional provision, law or administrative regulation of any state or of the United
States, or any agency or instrumentality of either; (ii) any applicable judgment or decree; or (iii) any
loan agreement, indenture, trust agreement, bond, note, resolution, agreement or other instrument to
which the Agency is a party, which breach or default has or may have an adverse effect on the ability
of the Agency to perform its obligations under the Agency Agreements, and no event has occurred
and is continuing which with the passage of time or the giving of notice, or both, would constitute
such a default or event of default under any such instrument; and the adoption, execution and
delivery of the Agency Agreements, if applicable, and compliance with the provisions on the



OFFICIAL STATEMENT

S[PRINCIPAL AMOUNT]"
IMPROVEMENT DISTRICT M OF THE MOJAVE WATER AGENCY
GENERAL OBLIGATION BONDS
(MORONGO BASIN PIPELINE PROJECT)
ELECTION OF 1990, REFUNDING SERIES 2016

INTRODUCTION

The purpose of this Official Statement, including the cover page and the Appendices hereto, is to set
forth certain information concerning the Mojave Water Agency (the “Agency”), its Improvement District M
(the “Improvement District”) and the water purveyors which participate in the financing of the Morongo
Basin Pipeline (the “Morongo Basin Pipeline”) under separate water supply contracts with the Agency (the
“Project Participants”). The Project Participants include the Hi-Desert Water District (“Hi-Desert”), the
Joshua Basin Water District (“Joshua Basin”), the Bighorn-Desert View Water Agency (“Bighorn-Desert
View”), and the Agency. The water supply contracts provide that the Agency may levy property taxes in the
amount per $100 of assessed value as established by the Agency Board of Directors for payment of debt
service on the Bonds and each Project Participant shall pay on the preceding June 1, its Project Allotment
Percentage (as defined below) the amount sufficient to pay the balance of the debt service on the Bonds, after
taking into account (i) property taxes collected for debt service on the Bonds and (ii) any reserves from prior
years’ property tax collections which the Agency allocates to debt service. See the caption “THE MAJOR
PROJECT PARTICIPANTS.”

At an election conducted on June 5, 1990 (the “Election”), the Agency obtained the authorization of
the qualified voters of the Improvement District to issue up to $66,500,000 aggregate principal amount of the
Agency’s general obligation bonds (the “Authorization”) to be used, infer alia, to finance the cost of
designing, planning and constructing the Morongo Basin Pipeline, which brings raw water from the California
Aqueduct to the Yucca Valley area (the general area of the Improvement District). See the caption “THE
MOJAVE WATER AGENCY — AGENCY WATER OPERATIONS — The Morongo Basin Pipeline” herein.
Following the Election, the Agency issued general obligation bonds in 1991 and 1992, all of which were
refunded by the issuance of the Agency’s Improvement District M General Obligation Bonds (Morongo Basin
Pipeline Project), Election of 1990, Refunding Series 1996 (the “1996 Bonds”). In 2006, the Agency issued
Improvement District M General Obligation Bonds (Morongo Basin Pipeline Project), Election of 1990,
Refunding Series 2006 which refunded the 1996 Bonds, of which $18,160,00 is outstanding as of August __,
2016, $2,345,00 is expected to be paid on September 1, 2016, from funds currently on hand and $15,815,000
are subject to redemption on any date on or after September 1, 2016 (the “Refunded Bonds™). Following the
issuance of Improvement District M of the Mojave Water Agency General Obligation Bonds (Morongo Basin
Pipeline Project), Election of 1990, Refunding Series 2016 Bonds (the “Bonds”), [CONFIRM]
Notwithstanding that $13,765,000 of the Authorization remains available for the Agency to issue additional
general obligation bonds, the Agency does not expect to issue additional general obligation bonds of the
Improvement District to finance additional projects.] All general obligation bonds and refunding general
obligation bonds of the Improvement District are issued on a parity with one another.

The Bonds are being issued pursuant to the authority of the Mojave Water Agency Law and
California Government Code Sections 53580 ef seq., for the purpose of effecting a current refunding of the
Refunded Bonds and paying the costs of issuance of the Bonds. See “PLAN OF REFUNDING” herein.

The Agency has the power to levy and collect ad valorem property taxes within the Improvement
District to the extent necessary to pay principal of and interest on the Bonds when due. Such taxes may be
levied without limitation as to rate or amount. See the information under the caption “SECURITY FOR THE
BONDS — 4D VALOREM PROPERTY TAXES.”

* Preliminary, subject to change.



The Bonds are also payable from payments made by the Project Participants pursuant to water supply
contracts, each entitled “Agreement for Construction, Operation and Financing of the Morongo Basin Pipeline
Project” and dated as of March 15, 1991 (each, an “Agreement,” and collectively, the “Agreements™). Each
Agreement sets forth the percentage of water that the respective Project Participant is entitled to take from the
Morongo Basin Pipeline and generally sets forth the rights and obligations of the Agency and the respective
other Project Participant. Pursuant to the Indenture of Trust, dated as of September 1, 2016 (the “Indenture”),
by and between the Agency and U.S. Bank National Association, as Trustee (the “Trustee”), the Agency has
pledged to the Trustee as security for the Bonds certain amounts it receives from the Project Participants (and
specifically excluding amounts required for the operation and maintenance of the Morongo Basin Pipeline).
The Agency has acquired from the County of San Bernardino’s County Service Area 70, Improvement Zones
W-1 and W-4, four percent (4%) of the right to take water from the Morongo Basin Pipeline and so will be
correspondingly obligated to pay a pro rata share of debt service on the Bonds.

On December 15, 2015, the Local Agency Formation Commission completed proceedings resulting
in the annexation of a neighboring water agency (County Service Area 70/Zone W-1 — Landers/Goat
Mountain) and its simultaneous dissolution from the County of San Bernardino Special Districts Department.
In connection therewith, Bighorn-Desert View acquired from the County of San Bernardino’s County Service
Area 70, Improvement Zone W-1, an additional one percent (1%) of the right to take water from the Morongo
Basin Pipeline. See “THE MAJOR PROJECT PARTICIPANTS” and “APPENDIX C — SUMMARY OF
CERTAIN PROVISIONS OF THE LEGAL DOCUMENTS.”

This Official Statement contains brief descriptions of the Bonds and the Indenture. Such
descriptions do not purport to be comprehensive or definitive and are qualified in their entirety by
reference to such documents. Until the date of delivery of the Bonds, copies of the documents described
herein may be obtained from [Discuss: at ] in hardcopy form].
The information found on such website is not incorporated herein by reference. After the date of
delivery of the Bonds, copies of such documents will be available at the office of the Mojave Water
Agency, 13846 Conference Center Drive, Apple Valley, California 92307.] The Agency and the
Underwriter may impose a charge for copying, mailing and handling.

PLAN OF REFUNDING

The net proceeds of the Bonds will be set aside in an escrow fund (the “Escrow Fund”) held and
maintained by U.S. Bank National Association as Escrow Agent (the Escrow Agent™) pursuant to the terms of
an Escrow Agreement, dated as of September 1, 2016 (the “Escrow Agreement”), by and between the Agency
and the Escrow Agent, and held in cash or invested in certain direct United States government obligations, or
obligations the payment of the principal of and interest on which is guaranteed by the United States (the
“Federal Securities”). The proceeds of amounts invested under the Escrow Fund will be used to pay or
redeem all the Refunded Bonds on the first optional redemption date therefor, being September 1, 2016.

In connection with the refunding of the Refunded Bonds, Grant Thornton LLP, Minneapolis,
Minnesota (the “Verification Agent”), will examine the arithmetical accuracy of computations provided by
the Underwriter on behalf of the Agency relating to (a) computation of forecasted receipts of principal and
interest on the Federal Securities and the forecasted payments of principal and interest and redemption price
of the Refunded Bonds, and (b) computation of the yields on the Bonds and the Federal Securities. Such
computations were based solely upon assumptions and information supplied by the Underwriter on behalf of
the Agency. The Verification Agent has restricted its procedures to examining the arithmetical accuracy of
certain computations and has not made any study or evaluation of the assumptions and information upon
which the computations are based and, accordingly, will not express an opinion on the data used, the
reasonableness of the assumptions or the achievability of the forecasted outcome.



Upon such deposit and investment and compliance with notice requirements set forth in the
resolutions under which the Refunded Bonds were issued, the liability of the Agency with respect to the
Refunded Bonds will cease and the Refunded Bonds will no longer be outstanding under the applicable
issuing resolution; the owners of the Refunded Bonds shall thereafter be entitled to payment solely from
amounts held in the Escrow Fund.

ESTIMATED SOURCES AND USES OF FUNDS

The following table sets forth the estimated sources and uses of funds relating to the issuance of the
Bonds.

Sources of Funds

Par Amount $
Plus Net Original Issue Premium
[Deposit from Agency Tax Reserve] ~ =mmeeemeeeeeee

$
Uses of Funds
Escrow Fund b
Cost of Issuance (!
Underwriter’s Discount e
$

(1 Costs related to the execution and delivery of the Bonds include, among other things, fees of Bond Counsel, Agency
general counsel, Municipal Advisor, the Trustee, rating agencies and printing expenses.

DESCRIPTION OF THE BONDS
AUTHORIZATION FOR ISSUANCE

The issuance of up to $66,500,000 of general obligation bonds for the purpose of designing,
planning and constructing the Morongo Basin Pipeline was approved by more than 2/3 of the voters of the
Improvement District in an election held on June 5, 1990, pursuant to the Mojave Water Agency Law.
$52,735,000 of the Agency’s general obligation bonds for the Improvement District have been issued
pursuant to this authorization, leaving $13,765,000 available for future issues of general obligation bonds
of the Improvement District.

The Bonds are issued pursuant to the authority of the Mojave Water Agency Law, the provisions
of California Government Code Sections 53580 ef seq., a Bond Resolution of the Agency adopted on July
[28], 2016 (the “Bond Resolution™) and the Indenture.

GENERAL DESCRIPTION OF THE BONDS

The Bonds will be dated the date of their delivery, and will mature in the years and in the amounts
and bear interest at the rates set forth on the cover page of this Official Statement. The Bonds will be
delivered in fully registered form in denominations of $5,000 or any integral multiple thereof.
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Interest on the Bonds will be payable semiannually on March 1 and September 1 of each year,
commencing March 1, 2017 (each such date being an “Interest Payment Date™). The interest will be paid
by check mailed by the Trustee via first-class mail on the Interest Payment Date, by the Trustee to the
respective Owners thereof at their addresses as they appear on the applicable Record Date (as defined
below) in the Registration Books, except that in the case of an Owner of $1,000,000 or more in aggregate
principal amount of a Series of Bonds, upon the written request of such Owner to the Trustee, received not
less than ten days prior to the applicable Record Date, specifying the account or accounts in the United
States of America to which such payment shall be made, payment of interest shall be made by wire
transfer of immediately available funds on the following Interest Payment Date. Any such request shall
remain in effect until revoked or revised by such Owner by an instrument in writing delivered to the
Trustee. The principal and premium, if any, of each Bond shall be payable on each Principal Payment
Date, or on redemption prior thereto, upon surrender thereof at the Trust Office of the Trustee. Interest on
the Bonds will be computed on the basis of a 360-day year consisting of twelve 30-day months.

“Record Date” means the 15" day of the month next preceding each Interest Payment Date,
whether or not such day is a Business Day, and any date established by the Trustee pursuant to the
Indenture as a Record Date for the payment of defaulted interest on the Bonds, if any.

Each Bond shall bear interest from the Interest Payment Date immediately preceding the date of
authentication thereof, unless such date of authentication is after a Record Date and on or before the next
succeeding Interest Payment Date, in which event any such Bond shall bear interest from and including
such Interest Payment Date, or unless such date of authentication is prior to the initial Record Date, in
which event any such Bond shall bear interest from the date of original issuance.

So long as the Bonds are registered in the name of Cede & Co., as nominee of The Depository
Trust Company (“DTC”), principal of and interest on the Bonds are payable to DTC, for subsequent
disbursement to beneficial owners of the Bonds as described below under “BOOK-ENTRY SYSTEM.”

BOOK-ENTRY SYSTEM

The Depository Trust Company (“DTC”) will act as securities depository for the Bonds. The
Bonds will be issued as fully-registered bonds registered in the name of Cede & Co. (DTC’s partnership
nominee). One fully-registered certificate will be issued for each maturity of the Bonds, each in the
aggregate principal amount of such maturity, and will be deposited with DTC. Ultimate purchasers of
Bonds will not receive physical certificates representing their interest in the Bonds. Payment of the
principal of and premium, if any, and interest on the Bonds will be made directly to DTC, or its nominee,
Cede & Co., by the Trustee so long as DTC or Cede & Co. is the registered owner of the Bonds.
Disbursement of such payments to DTC’s Participants is the responsibility of DTC and disbursement of
such payments to the Beneficial Owners is the responsibility of DTC’s Participants and Indirect
Participants. See “APPENDIX G — BOOK-ENTRY ONLY SYSTEM.”

NO OPTIONAL REDEMPTION

The Bonds are not subject to redemption prior to their respective stated maturity dates.

SECURITY FOR THE BONDS
AD VALOREMPROPERTY TAXES

The Bonds are general obligations of the Agency and are secured by and payable from ad
valorem taxes levied upon the taxable property (other than personal property) in the Improvement
District. The Agency has the power and is obligated to levy and collect taxes on such property to the
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extent necessary (without limitation as to rate or amount) to pay all of the principal of and interest on
the Bonds, when due. Payment of the taxes is secured by a lien on the property. See “THE
IMPROVEMENT DISTRICT — 4D VALOREM PROPERTY TAXES” herein. In Fiscal Year 2016-17,
the Agency has levied taxes in amounts sufficient to pay 75% of debt service on the Bonds. Payments
made by the Project Participants are estimated to be sufficient to pay 25% of debt service in Fiscal Year
2016-17. See the information under the caption “THE IMPROVEMENT DISTRICT.” Except for those
amounts to be paid by the Agency as a result of its acquisition of a four percent interest in Pipeline
deliveries, the general operating revenues of the Agency and amounts it collects to meet its obligations
under the State Water Supply Contract are not sources of payment for the Bonds. See the information
under the caption “THE MOJAVE WATER AGENCY.”

THE AGREEMENTS

Pursuant to the Indenture, the Agency has also assigned the Agreements to the Trustee as security
for the Bonds, including revenues, if any, derived from the Project Participants pursuant to the
Agreements. Currently, under the Agreements, the Agency establishes the levy of property taxes for
payment of debt service on the Bonds such that approximately 25% of the debt service on the Bonds is to
be derived from payments to be made by the Project Participants pursuant to the Agreements and the
balance of debt service on the Bonds will be payable from ad valorem taxes levied upon the taxable
property (other than personal property) located in the Improvement District as described above under “ —
AD VALOREM PROPERTY TAXES.”

The Agreements have been amended to provide that each fiscal year the Agency shall levy
property taxes for payment of debt service on the Bonds and each Project Participant shall pay on the
preceding June 1 its Project Allotment Percentage (the percentage set forth opposite the name of the
Project Participants in Exhibit A of the Agreements, as such Project Allotment Percentage may be revised
pursuant to the Agreements) of the balance of debt service on the Bonds, after taking into account (i)
property taxes collected for debt service on the Bonds and (ii) any reserves from prior years’ property tax
collections which the Agency shall allocate to debt service. As of July 28, 2016, the Agency does not
anticipate a change in the rate at which ad valorem taxes for payment of the Bonds will be set. Depending
on changes (whether increase or decrease) in the assessed value of the properties subject to the levy of ad
valorem taxes to pay debt service on the Bonds, amounts payable by the Project Participants may change.
The payments by the Project Participants are due whether or not water is delivered through the Morongo
Basin Pipeline Project for a Project Participant.

[Discuss: All amounts paid by the Project Participants under the Agreements to meet debt service
on the Bonds will be immediately transferred by the Agency to the Trustee and deposited in a separate
trust account established and maintained under the Indenture.] Payments from the Project Participants are
due annually on June 1 for the debt service payments to be made on March 1 and September 1 of the next
calendar year. [Discuss timing given Trustee holds both accounts: On each March 1 and September 1,
commencing March 1, 2017, the Trustee will transfer the necessary amounts from such trust account to the
2016 Debt Service Fund for application to the payment of debt service on the Bonds.

The Trustee is a third party beneficiary of the Agreements and, in the event of a default of a
Project Participant under its Agreement, the Trustee may exercise any of the remedies under the
Agreement but is not obligated to do so. For a description of the remedies for enforcement of the Project
Participant’s obligations under the Agreement, see “APPENDIX C - SUMMARY OF CERTAIN
PROVISIONS OF THE LEGAL DOCUMENTS?” herein, particularly “The Agreements for Construction,
Operation and Financing of the Morongo Basin Pipeline Project — Obligations in the Event of Default.”

Under the Agreements, other costs constituting components of Fixed Project Costs, Fixed O&M
Costs and Variable O&M Costs are paid by the Agency from lawfully available moneys, including, but not
limited to, moneys derived from water charges (whether paid by a Project Participant pursuant to the
Agreements or by others).



SCHEDULE OF BOND PAYMENTS

Payments to the owners of the Bonds are to be made on each March 1 and September 1, commencing
March 1, 2017. The following table sets forth the total payments required with respect to the Bonds.

Date Principal Amount Interest Amount Total Debt Service
03/01/2017 - $ $
09/01/2017 $
03/01/2018
09/01/2018
03/01/2019
09/01/2019
03/01/2020
09/01/2020
03/01/2021
09/01/2021
03/01/2022
09/01/2022

TOTAL $ $ $

THE MOJAVE WATER AGENCY
GENERAL

The Agency is a body politic and corporate created in 1960 by an act of the California Legislature
(Statutes of 1959, Chapter 2146 — California Water Code Appendix Chapter 97 (West)) (the “MWA Law™)
and a vote of its residents for the purpose of making sufficient water available to the lands and inhabitants
within its jurisdiction. The Agency serves as a groundwater management agency and wholesale water seller; it
does not sell water directly to retail customers.

The Agency is located in the south-central Mojave Desert in southern California. Its boundaries
include approximately 4,900 square miles of land in eastern San Bernardino County, including tracts owned by
the Federal government which are not subject to taxation. The Agency’s boundaries encompass six
incorporated communities: Barstow in the center; Adelanto, Apple Valley, Hesperia and Victorville in the
southwest; and Yucca Valley in the southeast. Unincorporated communities include Phelan, Baldy Mesa,
Mountain View Acres, El Mirage, Oro Grande, Helendale, Lenwood, Hinkley, Harper Lake, Daggett, Yermo,
Lucerne Valley, Johnson Valley, Red Mountain, Landers, Joshua Tree and Newberry Springs. The population
within the Agency’s boundaries in 2016 was approximately 477,000. For information concerning the local
economy, see “APPENDIX F — SELECTED REGIONAL ECONOMIC AND DEMOGRAPHIC DATA.”

The Agency’s headquarters are in Apple Valley, California, approximately 107 road miles northeast of
Los Angeles and 44 road miles north of the City of San Bernardino. The address of the Agency is 13846
Conference Center Drive, Apple Valley, California 92307. The Agency’s telephone number is (760) 946-
7000.



ORGANIZATION AND MANAGEMENT

Board of Directors. The Agency is governed by a seven-member board of directors. Each director
is elected from a separate geographic area (division) of the Agency. Directors are elected for four-year
terms. The present directors, together with the expiration date of their terms of office, are listed below.

Term Expires

Name (November) Occupation
Kimberly Cox, Vice President, 2016 Community Services District
Director, Division #1 Manager
Jim Ventura, Treasurer, 2018 Retired Manager, Southern California
Director, Division #2 Edison
Richard D. Hall, 2016 Business Manager/Consultant,
Director, Division #3 financial services/paralegal
Michael Page, 2018 Director, Special Gifts, St. Mary’s
Director, Division #4 Medical Center
Carl Coleman, 2016 Retired Civil Engineer
Director, Division #5
Beverly J. Lowry, President, 2018 Board Member, Barstow Heights
Director, Division #6 Community Services District/ Board

Member, Flood Control Advisory
Committee, Zone 4/ Retired State

Official
Doug Shumway, Secretary, 2016 Retired/Mining Engineer, Mitsubishi
Director, Division #7 Cement Corporation

Management; Employees. Agency operations are supervised by a General Manager who is appointed
by the Board. The Agency currently employs 37 persons, of whom 14 work in administration, 8 work in
operations and maintenance, 11 work in water resources and 4 work for the Watermaster. Agency legal
services are provided by contract between the Agency and the firm of Brunick, McElhaney & Kennedy, A
Professional Law Corporation, with William Brunick serving as Agency Counsel. None of the employees of
the Agency are presently represented by a union. The Agency has not experienced any strikes or other labor
actions. The principal administrative staff of the Agency include:

Kirby Brill. General Manager. Day-to-day management of the Agency is delegated to the General
Manager, Kirby Brill. Mr. Brill has served as General Manager since October 2, 2000. Mr. Brill has a
Bachelor of Science degree in Civil Engineering, with a minor in Geology and a Master’s degree in
Administration and Technology Management. Prior to coming to the Agency, Mr. Brill was the Executive
Director of the San Gabriel Basin Water Quality Authority. Mr. Brill is a Professional Civil Engineer and
Vice Chair of the California Groundwater Coalition.




Kathy Cortner, Chief Financial Officer. Kathy Cortner is the Chief Financial Officer of the Agency.
Ms. Cortner has served as Chief Financial Officer since October 2007. Ms. Cortner has a Bachelor of Science
degree in Accounting and a Masters in Business Administration with an emphasis in Information
Management. Prior to coming to the Agency, Ms. Cortner was the Finance Manager for the Lake Arrowhead
Community Services District.

GEOGRAPHY; HYDROLOGY

The topology of the area within the Agency’s boundaries is described as an alluvial plain sloping
gently northward and eastward from the San Bernardino Mountains, cut by small, broad valleys or closed
basins separated by hills and low mountains. Elevations in the area generally range from 2,000 to 4,600 feet
above sea level.

The Mojave River is the major stream traversing the Agency. The Mojave River originates in the
north-facing slopes of the San Bernardino Mountains, with tributaries flowing through steep, rocky canyons
and converging at the base of the mountains at the southern edge of the Mojave Desert. The Mojave River is a
wasting stream that flows almost entirely underground except during storm flow events and at points of narrow
bedrock constriction. Where the water flows at the surface, the channel is lined by dense cottonwoods,
willows and cattail marsh, particularly near Victorville, Hesperia and Barstow. Throughout the rest of the
Agency, the vegetation is typical of desert regions.

Annual precipitation in the area averages less than four inches in the desert portion, increasing to more
than forty inches in the San Bernardino Mountains to the south. Temperatures range from over 100°
Fahrenheit in the summer to as low as 0° Fahrenheit in the winter.

REGIONAL WATER MANAGEMENT PLAN

In June of 2014, the Agency adopted its updated Integrated Regional Water Management Plan (the
“Regional Plan”) that had most recently been in effect since 2005. The Regional Plan defines the existing
water supply system and management alternatives available to meet the long-range water supply needs of the
Agency. At the suggestion of the California Department of Water Resources (“DWR?”), the Regional Plan was
expanded to include the upper and lower portions of the Mojave River Watershed. Four areas adjacent to the
previously established Regional Plan Planning Region were included: (i) the Twentynine Palms Area, (ii) the
Upper Mojave River Watershed Area, (iii) the Afton Canyon Area (Lower Mojave River Watershed Area),
and (iv) Wrightwood Area.

The region overlies portions or all of 36 local groundwater basins. Most of the Mojave Region
groundwater is covered by two completed adjudications relating to the major basins located within the
Morongo Basin/Johnson Valley Area (“Morongo”): the Mojave Basin Adjudication, for which the Agency
serves as watermaster under such judgment, and the Warren Valley Basin Adjudication, for which Hi-Desert
serves as water master pursuant to such judgment.

On September 16, 2014, the California Governor signed Assembly Bill No. 1739 and Senate Bill
Nos. 1168 and 1319 (collectively, the Sustainable Groundwater Management Act, or “SGMA?”) into law.
The SGMA constitutes a legislative effort to regulate groundwater on a Statewide basis. By January 31,
2020, all basins designated as high-or medium- priority basins by the DWR as basins that area subject to
critical conditions of overdraft shall be managed under a groundwater sustainability plan Oor coordinated
groundwater sustainability plans pursuant to the Sustainable Groundwater Management Act. The
Sustainable Groundwater Management Act specifically excludes the areas encompassed by the Mojave
Basin Adjudication and the Warren Valley Basin Adjudication.

In addition, in 2014, Bighorn-Desert View, Hi-Desert, County of San Bernardino Water Zones W-4
(Pioneertown) and Zone W-1, along with the Agency, acting as the State Water Contractor, voluntarily entered
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into a Court Approved Stipulated Judgment to finalize an innovative and cooperative groundwater
management program. The agreement provides for groundwater production caps, a monitoring program
administered by the Agency (i.e. neutral party), a facility to mitigate pumping beyond limits or to “pre-store”
State Water Project water, development of long-term storage accounting protocols allowing for a “water
market” between agencies for the unused native groundwater baselines and implementation of a fee to
Bighorn-Desert View for utilization of groundwater basin storage underlying Bighorn-Desert View’s
boundaries as well as accounting for exportation out of the basin by the other parties and thus loss of non-
consumptive return flows. See “APPENDIX A — THE MAJOR PROJECT PARTICIPANTS — BIGHORN-
DESERT VIEW WATER AGENCY - Sources of Water Supply.”

The Regional Plan integrates components related to all aspects of water management in the region,
including but not limited to, water supply, water quality, wastewater, recycled water, water conservation,
storm water/flood management, watershed planning, climate change, habitat protection and restoration, and
stakeholder and public outreach.

Impacts and benefits will be analyzed in more detail prior to implementation of specific projects. As
appropriate, as project concepts are further developed and advanced for approval, detailed environmental
impact assessments will be conducted in accordance with the California Environmental Quality Act (“CEQA™)
and, if applicable, the National Environmental Policy Act (“NEPA”).

The Agency participates in a groundwater storage arrangement with the Watermaster that helps to
protect the Agency should there be any long-term disruption to the water supply or delivery facilities operated
by the State Water Project. Currently, approximately 85,000 acre-feet of locally stored groundwater within the
Mojave Basin is available to the Agency for future use should the State Water Project water supply be
interrupted.

GROUNDWATER ANALYSES

The Agency has actively participated in several studies conducted by the United States Geological
Survey within the boundaries of the Agency. These include development of a computer simulation of the
Mojave River groundwater basins completed in 2001, a computer simulation of the Warren Valley Basin,
completed in 2003 and various ongoing geologic, water level, quality and scientific investigations. The
Agency Water Resources Division currently employs hydrogeologists, engineers and technicians engaged in
data collection and several investigations that are intended to add to the current understanding of the water
supply and ground water basins within the Agency and to identify areas that are best suited for artificial
recharge with imported water supplies. In January 2016, the Agency adopted a Salt and Nutrient Management
Plan (SNMP) to (1) promote reliance on local sustainable water sources such as recycled water and
stormwater, while maximizing the use of available high-quality imported State Water Project supplies in the
Agency’s service area, and (2) manage salts and nutrients from all sources on a sustainable basis to ensure
attainment of water quality objectives and protection of beneficial uses so compliance with the Regional Water
Quality Control Plans (Basin Plans) is met. The Agency also maintains a robust data collection program and
management system focused on climate, ground water level and water quality data. The Agency expects that
these efforts will aid in the effective management of the Agency’s groundwater resources and available
imported water supply.

AGENCY WATER OPERATIONS

The region’s local water demands are met by pumping water from groundwater basins or aquifers.
Until the formation of the Agency, these aquifers relied totally on natural sources for replenishment. Because
of increased development and demand for water, many of these aquifers went into a state of overdraft. The
Agency developed a network of conveyance systems and recharge facilities to deliver water from the
California Aqueduct to replenish the aquifers and thereby make it available to local purveyors of water. The
Agency itself does not own or operate any local retail water distribution system or facilities.
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State Water Supply Contract. In 1963, the Agency became a participant in the California State Water
Project (the “State Water Project”) by entering into a Water Supply Contract (the “State Water Supply
Contract”) with the California Department of Water Resources (“DWR”). Prior to its amendment in
connection with the transfer of water entitlement and transportation capacity in 1997, the State Water Supply
Contract provided that the Agency had a maximum annual amount of 50,800 acre-feet of water from the State
Water Project. As augmented by the transfer, the Agency had an amount of 75,800 acre-feet. In addition, in
2009, the Agency executed an agreement to acquire a permanent entitlement to 14,000 acre-feet of State Water
Project Table A entitlement owned by Dudley Ridge Water District (the “Dudley Ridge Agreement’).
Pursuant to the terms of the Dudley Ridge Agreement, 7,000 acre-feet of Table A entitlement was transferred
to the Agency on January 1, 2010, an additional 3,000 acre-feet was transferred to the Agency on January 1,
2015, and an additional 4,000 acre-feet will be transferred to the Agency on January 1, 2020. Delivery of all
or a portion of that entitlement is dependent upon a balancing of the requests made by all participants in the
State Water Project. In years of low water supply, the Agency’s request could be subject to deficiency clauses
contained in the State Water Supply Contract, which could result in less than the full entitlement being
delivered.

From time to time, the State of California (the “State™) experienced severe droughts, which caused a
significant reduction in the amount of water available from the California Aqueduct. Reductions were
experienced in years 2000 through 2004 at 90%, 39%, 70%, 90% and 65% of requested deliveries,
respectively, and more recently in 2013 through 2016 at 35%, 5%, 20% and 60%, respectively. The State in
recent years has been facing water shortfalls. Most recently, on May 9, 2016, in response to a five-year drought,
Governor Edmund G. Brown, Jr. issued an executive order which established a new water use efficiency
framework for California. The order bolstered the State’s drought resilience and preparedness by establishing
longer-term water conservation measures that include permanent monthly water use reporting, new urban water
use targets, reducing system leaks and eliminating clearly wasteful practices, strengthening urban drought
contingency plans and improving agricultural water management and drought plans. On May 18, 2016, the
SWRCB adopted a statewide water conservation approach that requires local water agencies to ensure a three-
year supply assuming three more dry years like the ones the State experienced from 2012 to 2015. Water
agencies that face shortages under three additional dry years are required to meet a conservation standard equal
to the amount of the shortage. See “RISK FACTORS — AVAILABILITY OF WATER.”

DWR faces various challenges in the continued supply of State Water Project water to the Agency
and other entities with which it contracts. A description of these challenges as well as a variety of other
operating information with respect to DWR is included in certain disclosure documents prepared by DWR.
DWR has entered into certain continuing disclosure agreements pursuant to which DWR is contractually
obligated for the benefit of owners of certain of its outstanding obligation to file certain annual reports,
notices of certain material events as defined under subsection (b)(5) of Securities and Exchange
Commission Rule 15¢2-12 promulgated under the Securities Exchange Act of 1934, as amended (“Rule
15¢2-12”), and annual audited financial statements.

DWR HAS NOT REVIEWED THIS OFFICIAL STATEMENT AND HAS NOT MADE
REPRESENTATIONS OR WARRANTIES WITH RESPECT TO THE ACCURACY OR
COMPLETENESS OF THE INFORMATION CONTAINED OR INCORPORATED HEREIN,
INCLUDING INFORMATION WITH REGARD TO THE STATE WATER PROJECT. DWR IS
NOT CONTRACTUALLY OBLIGATED, AND HAS NOT UNDERTAKEN, TO UPDATE THE
STATE WATER PROJECT INFORMATION FOR THE BENEFIT OF THE AGENCY OR THE
OWNERS OF THE BONDS UNDER RULE 15C2-12 OR OTHERWISE.

Operational mandates for environmental protection of the Sacramento-San Joaquin River Delta (the
source of water for the State Water Project) as imposed by federal and state regulatory agencies also
impinge on the amount of water available for delivery to contractors. In the State Water Project Final
Delivery Capability Report 2015 (July 2015) (the “July 2015 Delivery Capability Report™), the State
Department of Water Resources predicts that, based on historical precipitation patterns and current level of
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demand, operating under these environmental mandates, based on an assumed 4,132 thousand acre-feet per
year maximum capacity in the State Water Project, on average 62% of such maximum capacity can be met
over the life of the State Water Project.

On or about July 1 of each year, DWR provides to the Agency a “Statement of Charges” detailing the
charges payable by the Agency to DWR in the following calendar year. The charges comprise several
components: (1) a “Delta Water Charge,” which is a unit charge applied to each acre-foot of State Water
Project water the Agency is entitled to receive, designed to pay the Agency’s share of the capital and operating
costs of facilities for the conservation and development of a water supply, (2) a “Transportation Charge,”
which is designed to pay the Agency’s proportionate share of the facilities used to transport water to the
Agency, (3) an “East Branch Enlargement Transportation Charge,” which is used to pay the annual costs of
financing the enlargement of the delivery capacity of the East Branch of the California Aqueduct, based on the
Agency’s allocable shares of that increased capacity, and (4) a “Water System Revenue Bond Surcharge” to
the Delta Water Charge and the Transportation Charge, which is used to pay the annual financing costs of
projects financed with water system revenue bonds.

DWR annually performs a comprehensive review and determination of all water charges for the entire
State Water Project repayment period, which extends through the year 2035, or until all State bonds for the
project are retired, if later. Based on that redetermination, DWR adjusts the water charges for prior year
overpayments or underpayments. Under the State Water Supply Contract, the Agency makes annual fixed and
variable payments to the State. [Review: The charges include the Delta Water Charge, which includes a
capital cost component and a minimum operation, maintenance, power and replacement (“OMP&R”)
component related to the conveyance facilities, and a transportation charge, which also includes capital cost
and minimum and variable OMP&R components related to the transportation facilities. About July 1 of each
year, DWR provides to the Agency a “Statement of Charges” detaining the charges payable by the Agency to
DWR in the following calendar year. The charges comprise several components, reflecting the cost of
supplying water to the Agency.]

The Agency worked with the State, and other State Water Project contractors, to extend the
termination date of the State Water Supply Contract. The State Water Supply Contract is expected to be
extended an additional 50 years until 2085 once environmental review is complete. The anticipated
completion is expected in 2017. However, there can be no assurance that the extension will be approved or the
terms thereof.

The table below sets forth recent historical wholesale water sales of the Agency, historical deliveries

of water to the Agency from the State Water Project and historical charges as presented on the Statement of
Charges received July 1 of the previous year, together with projections of deliveries and charges.
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MOJAVE WATER AGENCY
Acre-Feet of Water Sold
Last Ten Fiscal Years

Mojave Water Agency Acre-Feet of Water Sold (V State Water Project Allocation
State

Fiscal Acre- Water
Year City of Table A Feet Project
Ending AVEK® Victorville HDWD @ Watermaster ® Other Total® Amount %" Allocated Deliveries
2006 1,022 3,679 2,033 16,503 11 23,248 75,800 100% 75,800 32,496
2007 1,203 4,120 4,957 16,227 10 26,517 75,800 60 45,480 19,372
2008 1,107 3,889 3,899 28,453 2,051 39,399 75,800 35 26,530 17,793
2009 1,314 1,886 2,181 21,075 14 26,470 75,800 40 30,320 13,492
2010 1,171 2,954 2,606 15,056 57 21,844 82,800 50 41,400 18,979
2011 1,268 2,332 4,668 10,491 2,964 21,723 82,800 80 66,240 38,286
2012 2,320 3,277 1,183 6,192 9 12,981 82,800 65 53,820 51,065
2013 1,175 3,206 3,214 6,642 32 14,269 82,800 35 28,980 22,748
2014 1,062 1,337 1,011 7,472 31 10,913 82,800 5 4,140 3,611
2015 1,042 1,448 2,277 7,244 372 12,383 85,800 20 17,160 [3,961
2016 984 1,319 2,243 41 1,303 5,890 85,800 60 51,480 @

Source: Mojave Water Agency.

(M [Water sales revenues are not pledged to payment of the Bonds].

@ Antelope Valley-East Kern Water Agency, the City of Victorville, Hi-Desert and the Watermaster are the largest purchasers of water
sold by the Agency.

() Watermaster sales being recorded on a cash basis rather than accrual.

) State Water Project Allocations are based on calendar year and the {final deliveries for 2016 have yet to be determined].

The capital cost components of the Delta Water Charge and the Transportation Charge, the East
Branch Enlargement Transportation Charge and the Water System Revenue Bond Surcharge are paid in two
semiannual installments, due January 1 and July 1. The minimum OMP&R cost components of the Delta
Water Charge and the Transportation Charge are paid in twelve equal installments due the first of each month.
The variable OMP&R component of the Transportation Charge is paid monthly and is due the fifteenth day of
the second month following actual water delivery. These variable charges are projected as of July 1 and may
be revised during the year to reflect current power costs and revenues.

The State Water Supply Contract provides for a maximum amount and an annual amount which may
be less than or equal to the maximum amount. Table A of the State Water Supply Contract identifies the
Agency’s annual amount values for each year of the Project beginning in 1963 and ending in 2035. Under the
terms of the State Water Supply Contract, the Agency may periodically request an increase or decrease in
these values in any pattern that suits the water supply and financial needs of the Agency.

The annual amount value in the Agency’s Table A is used to determine the Agency’s share of the
annual allocations during shortages. DWR has always encouraged contractors to maintain their annual
amount consistent with expected usage.

The Agency generates the funds necessary to meet its obligations under the State Water Supply
Contract by an ad valorem property tax on land and taxable property (exclusive of personal property) located
within the territorial limits of the Agency. The Agency currently levies ad valorem taxes within its jurisdiction
at the rate of $0.1125 per $100 of assessed valuation on land only (secured) (the “MWA#1 assessment™) and at
the rate of $0.0550 per $100 of assessed valuation of land and improvements (secured and unsecured) (the
“MWA#2 assessment”) to pay for State Water Supply Contract costs, including the cost of acquiring the
additional water amount. See “THE IMPROVEMENT DISTRICT — 4D VALOREM PROPERTY TAXES.”
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[Review: In 2014, the Agency took approximately 3,611 acre-feet of water of its annual amount
from the State Water Project, [primarily to recharge the Mojave River and to deliver water to the Morongo
Basin, with some water delivered to San Bernardino County and Antelope Valley-East Kern Water Agency].
In 2015, the Agency took approximately _ [3,961] acre-feet of water of its amount for [the same
purposes]. The Agency estimates it will take approximately ___ acre-feet of water of its annual amount in
2016 [for the same purposes]. Under the terms of the State Water Supply Contract, the Agency will incur
additional costs, consisting of variable operations and maintenance charges and off-aqueduct power costs,
when water is actually delivered. The Agency estimates that its cost to take delivery of water from the State
Water Project for the Morongo Basin Pipeline and the Mojave River Pipeline was approximately $243 per
acre-foot in 2015 and will increase to approximately $292 per acre-foot in 2018. Water rates are reviewed
and adopted each year by the Agency’s Board of Directors in an effort to address fluctuations in DWR costs.
Please see table below.

Description 2015 2016 2017 2018
Off Aqueduct Power Charge (per acre-foot) $16 $9 $6 $6
Variable OMP&R Transportation Charge (per acre-foot) 227 255 263 286
Total Cost of State Water Project (per acre-foot) $243  $264 $269 $292

Source: Mojave Water Agency.

If available from the State Water Project, the Agency may elect to receive water in addition to its
annual amount provided that such water can be put to beneficial use within a reasonable period of time. If
the Agency elects to receive such additional water from the State Water Project, its payments to DWR will
be increased in accordance with cost allocation principles as set forth in the State Water Supply Contract.

Water Distribution. The Agency accesses water from the State Water Project’s California Aqueduct
through two existing turnouts. Deliveries to recharge facilities and reservoirs are made through the Morongo
Basin Pipeline and the Mojave River Pipeline, each of which is discussed below. The Agency continues to
develop a network of conveyance systems and recharge facilities to deliver State Water Project water in order
to replenish groundwater aquifers and make groundwater available to retail producers. The Agency does not
own or operate any local retail water distribution systems or facilities.

The Morongo Basin Pipeline.

General Description. The Morongo Basin Pipeline is a buried, cement-lined coated steel raw water
pipeline that delivers water from the State Water Project’s California Aqueduct to the Yucca Valley area of the
Morongo Basin. This area is located in the southern portion of the Mojave Desert along the northern and
eastern flanks of the San Bernardino Mountains and includes the communities of Joshua Tree, Yucca Valley,
Landers, Pioneertown, a portion of Morongo Valley and a portion of Johnson Valley.

The Morongo Basin Pipeline begins at a turnout located approximately seven miles south of Hesperia
on the California Aqueduct, proceeds northerly and easterly of the San Bernardino Mountains, and terminates
at Yucca Valley, covering a total distance of approximately 70 miles. The majority of the Morongo Basin
Pipeline consists of 30-inch diameter pipe from the California Aqueduct to the Johnson and Yucca Valley
areas. The first seven miles of the Morongo Basin Pipeline (“Reach One”), between the California Aqueduct
and the Mojave River, was constructed in a diameter of 54 inches to enhance the capacity to recharge the
Mojave River groundwater system without compromising delivery to the Morongo Basin. The Morongo
Basin Pipeline system also includes two pumping stations, a five-million gallon regulating reservoir and
turnouts and metering facilities in the Morongo Basin. The entire Morongo Basin Pipeline right-of-way is
either owned by the Agency or secured by permanent easements.

Construction of the Morongo Basin Pipeline was completed in October 1994 at a total cost of
approximately $60.5 million (including design, financing and construction), financed by the issuance of

14



general obligation bonds. See “CURRENT AND FUTURE INDEBTEDNESS” below. Reach One oversizing was
financed by a separate $5,000,000 low-interest loan from DWR to the Agency. The Hi-Desert extension,
connecting the Morongo Basin Pipeline regulating reservoir to Hi-Desert and the Joshua Basin, was largely
financed by a second $5,000,000 low-interest loan from DWR. Following completion of operational testing,
the Morongo Basin Pipeline began making regular deliveries of water starting in February 1995 to the
Morongo Basin. In addition, in 2014, Joshua Basin extended the Morongo Pipeline from Yucca Valley to
Joshua Tree and constructed a recharge pond at the terminus. This enables Joshua Basin to receive water from
the State Water Project through the Agency. The extension constructed by Joshua Basin does not constitute
a portion of the Morongo Basin Pipeline.

The Morongo Basin Pipeline is designed to deliver water at a capacity rate of 22 cubic feet per
second. At full capacity, the Morongo Basin Pipeline can deliver approximately 14,500 acre-feet of water
per year to the local water purveyors. Current usage of water in the Morongo Basin is approximately 3,500
acre-feet. Consequently, excess capacity would be available for groundwater recharge until required for
consumer usage.

Design Engineering for Earthquakes. The Morongo Basin Pipeline was designed with the expectation
that earthquakes would occur. On June 28, 1992, an earthquake measuring 7.5 on the Richter scale (the
“Landers Earthquake™) occurred in San Bernardino County and neighboring Riverside County. Engineers
from the project design engineering firm, Boyle Engineering Corporation, and the construction manager,
Bechtel Corporation, walked the (then) proposed path of the Morongo Basin Pipeline following the Landers
Earthquake and concluded that the engineered components of the Morongo Basin Pipeline that anticipate
seismic activity would have operated as designed in that earthquake. No modifications to the design were
proposed as a result of that inspection. The regulating reservoir was re-engineered to withstand an earthquake
of magnitude 8.0; the maximum credible earthquake in the area (along the Johnson Valley Fault) is magnitude
7.3.

Morongo Basin Pipeline Insurance. The Agency has obtained property insurance for the Morongo
Basin Pipeline through the Association of California Water Agencies Joint Powers Risk Authority. The
policy includes $2.5 million in pooled earthquake funds to aid in repairs, if needed. Should a large
earthquake occur, it is anticipated that FEMA funds would be available. In the opinion of the Agency, the
Landers Earthquake would have caused a minimal amount of damage to the Morongo Basin Pipeline.

The Mojave River Pipeline. Construction of the Mojave River Pipeline was completed in early 2006
to serve the communities along the Mojave River from Victor Valley through Barstow and the Newberry
Springs area. The Mojave River Pipeline begins at the California Aqueduct north of the community of Phelan
at the White Road Siphon, which was completed in November 1995. From there, the Mojave River Pipeline
follows section lines (which are dedicated to public use in San Bernardino County) and existing easements
north and east for approximately 72 miles. The Mojave River Pipeline delivers water to four recharge sites
along its course, with the fourth and last recharge site completed located in the Newberry Springs area, east of
Barstow. A turnout and connection has also been constructed from the Mojave River Pipeline at Colusa and
Helendale Roads north of the Southern California Logistics Airport. The turnout provides water to the City of
Victorville for a power plant at the airport. At full capacity, the Mojave River Pipeline is designed to deliver
up to 54,000 acre-feet of water from the State Water Project to the Alto Transition, Centro and Baja Sub-
basins of the Mojave River.

With respect to the Mojave River Pipeline, the Agency employed the same engineering methods to
minimize damage in the event of an earthquake as used for the Morongo Basin Pipeline and maintains the
same insurance to those described above.

Antelope Valley-East Kern Water Agency Exchange Agreement. In 1997, the Agency entered into
an agreement (the “AVEK Agreement”) with DWR and Antelope Valley-East Kern Water Agency (“AVEK”)
pursuant to which the Agency provides approximately 1,500 acre-feet per year of the Agency’s Table A
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entitlement to AVEK. AVEK delivers the water supplied under the AVEK Agreement to a solar power plant
that is located within the boundaries of the Agency’s service area but is outside the Agency’s distribution
system. In 2012, the agreement was amended for DWR to deliver up to 4,800 acre-feet of the Agency’s
approved Table A water for subsequent delivery to the solar power plant. The increased water delivery will
provide up to 1,800 acre-feet through AVEK’s turnouts for use by the plant and up to 3,000 acre-feet in
AVEK’s groundwater basin as a backup water supply to the plant in the event of an outage on the State Water
Project.

HISTORICAL FINANCIAL INFORMATION

The accounting practices of the Agency conform to generally accepted accounting principles as
applicable to governmental organizations. The Agency uses the accrual basis method of accounting.

The following is a summary statement of revenues and expenses of the Agency for each of the past
five fiscal years ended June 30. The Agency’s Comprehensive Annual Financial Report for the years ended
June 30, 2015 and 2014 are attached hereto as APPENDIX D. This summary should be read in conjunction
with those audited financial statements and related notes therein.

The information for the fiscal year ended June 30, 2016 has been prepared from the financial
statements of the Agency for such periods. Such financial statements are unaudited but, in the opinion of
Agency management, reflect all adjustments (none of which was other than a normal recurring adjustment)
necessary for a fair presentation of the results of operation for such periods. Revenues of the Agency are not
pledged to the payment of the Bonds. The Bonds are payable from ad valorem property taxes levied within
the Improvement District for payment of the principal of and interest on the Bonds when due and are payable
from the Project Participant payments as described herein.



MOJAVE WATER AGENCY

SUMMARY OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

[Unaudited available |
2011 2012 2013 2014 2015
OPERATING REVENUES:
Water sales and services $7,593,587 $4,550.037 $5,594,268 $4,347,447 $6,414,830
State Water Project Table A water sale - 1,941,626 - 16,426,784 -
Watermaster assessments 3.250.049 -- 2.752.827 2.433.774 2.887.177
Total operating expenses $10,843,636 $6,491,663 $8.347,095 $23,208,005 $9,302,007
OPERATING EXPENSES
State Water Project importation charges $14,242,963 $11,113,359 $12,491,587 $11,417,785 $13,082,665
Operating costs 8,115,920 8,025,737 7,268,152 9,112,878 10,350,653
Mitigation projects 366.000 - - -- -
Total operating expenses $22,724,883 $19,139,096 $19,759,739 $20,530,663 $23,433,318
Operating income before depreciation ($11,881,247) ($12,647,433) ($11,412,644) $2,677,342 ($14,131,311)
Depreciation (10.041.934) (10.716.705) (11.639.513) (15.619.566) (14.951.346)
Operating income (loss) ($21,923,181) ($23,364,138)  ($23,052,157) ($12,942,224) ($29,082,657)
NON-OPERATING REVENUES:
Property taxes — ad valorem $29,026,251 $2,591,715 $2,714,184 $2,707,084 $3,263,723
Property assessment for State Water Project - 24,928,390 26,709,780 26,503,745 27,247,852
Property assessment for Improvement District M - 80,314 567,790 482,182 438,773
RDA component of property taxes - 409,870 327,016 399,564 335,910
Debt service support 812,188 813,126 814,064 813,688 813,250
Mitigation fees 286,356 60,176 19,468 - -
Project sponsorships 5,800 2,417,625 38,292 322,606 -
Investment earnings 274,578 147,230 83,683 119,840 236,731
Gain on sale of capital asset - - 650,000 337,000 8,450
State capital grant revenue — pass-through -- - - 4,553,116 1,473,197
Other non-operating revenues 62.219 21.241 3.486 26.886 165.862
Total non-operating revenues $30,467,392 $31,469,687 $31,927,763 $36,265,711 $33,983,748
NON-OPERATING EXPENSES
Interest expense $4,168,950 $4,005,740 $3,830,752 $3.478,901 $3,301,427
Bond debt issuance expense - - - 191,948 1,943
Imp. District M funds to member agencies 353,838 903,229 - - -
CalPERS side-fund obligation - 1,657,818 - - -
Yermo Community Services District project 150,000 - -- -- -
Amortization of deferred charges 110,993 110,993 1,145,227 - -
Amortization of deferred outflows 402,418 402,419 402,419 510,997 536,467
Amortization of bonds premium - - - (114,600) (292,996)
Property tax and assessment collection charges 109,673 71,297 76,024 77.857 81,752
Joshua Basin recharge project -- -- - 650,000 --
State capital grant expense — pass-through -- -- -- 4,553,116 1,146,883
Other non-operating expenses 563.432 413,903 477.736 633.360 540.492
Total non-operating expenses $5,859,304 $7,565,399 $5,932,158 $9,981,579 $5,315,968
Total non-operating revenue, net $24,608,088 $23,904,288 $25,995,605 $26,284,132 $28,667,780
Net income (loss) before capital contributions 2,684,907 540,150 2,943,448 13,341,908 (414,877)
CAPITAL CONTRIBUTIONS:
Federal capital grants 6,352,948 7,522,679 1,416,142
State capital grants 8.361.202 8.464.582 3.580.562 911.224 636.829
Total capital contributions $14,714,150 $15,987,261 $4,996,704 $911,224 $636,829
Change in net position 17,399,057 16,527,411 7,940,158 14,253,132 221,952
Net Positon, beginning of year $342,942,477 $360,341,534  $376,868,945 $384,809,097 $399,062,229
Prior period adjustment - - - - (3.941.110)
Net position, beginning of year — as restated $342,942,477 $360,341,534  $376,868,945 $384,809,097 $395,121,119
Net position, end of year $360,341,534 $376,868,945  $384,809,097 $399,062,229  $395,343,071

Source: Mojave Water Agency
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CURRENT AND FUTURE INDEBTEDNESS

Current Debt. The Agency caused the issuance of $13,155,000 aggregate principal amount of
Refunding Revenue Bonds, Series 2014A (the “2014 Bonds”) to refund its 2004 Refunding Certificates
of Participation, which had been issued to prepay its 1997 Certificates of Participation. The 1997
Certificates of Participation were executed and delivered to provide funds for the acquisition by the
Agency of an additional 25,000 acre-feet per year of entitlement to water from the State Water Project
and additional transportation capacity therein pursuant to an agreement with the Berrenda Mesa Water
District (the “Berrenda Mesa Agreement”). The 2014 Bonds are payable from a pro rata portion of the ad
valorem tax levied upon all taxable property (other than personal property) within the Agency for purposes
of payment of the Agency’s obligations under its State Water Supply Contract (the “Supplemental Table A
Amount Revenues”); provided that Supplemental Table A Amount Revenues excludes, in all cases, (i) the
pro rata portion of all tax revenues derived by the Agency under the MWA Law for purposes of payment
of the Agency’s obligation to the State under the Water Supply Contract, (ii) the portion of the ad valorem
tax levy imposed by the Agency pursuant the MWA Law for the Agency’s administrative expense, and
(iii) reserves, taxes or assessments specifically pledged to the payment of debt service with respect to
notes, bonds, or other obligations of the Agency, which reserves, taxes or assessments are not available for
any other purposes of the Agency. No other income or assets of the Agency secure the payment of the
principal of and interest on the 2014 Bonds.

Dudley Ridge Agreement. In 2009, the Agency caused the execution and delivery of the 2009
Certificate of Participation (the “2009 Certificates”) in the original aggregate principal amount of
$39,355,000, of which $34,800,000 were outstanding as of June 30, 2016. The 2009 Certificates were
executed and delivered to provide funds for the acquisition by the Agency of an additional 14,000 acre-
feet per year of entitlement to water from the State Water Project [and additional transportation capacity
therein] pursuant to an agreement with the Dudley Ridge Water District (the “Dudley Ridge Agreement™)
and pursuant to an Installment Purchase Agreement, dated as of July 1, 2009, by and between the Agency
and the Mojave Water Agency Public Facilities Corporation (the “2009 Installment Purchase
Agreement”). The 2009 Certificates are payable from installment payments under the 2009 Installment
Purchase Agreement, which installment payments are payable from certain revenues of the Agency
including all income, rents, rates fees, charges and other moneys derived by the Agency, including without
limiting the generality of the foregoing: (1) all proceeds of the County of San Bernardino 1% ad valorem
property tax allocated to and received by the Agency, including all proceeds of the unitary tax received by
the Agency; (2) all water sales revenues, including but not limited to water sales revenues received from
the Watermaster appointed pursuant to the Mojave Basin Area Adjudication City of Barstow, et. Al v.
City of Adelanto, et. al. (Riverside County Superior Court Case No. 208568); and (3) all other income,
rents, rates, fees, charges, business interruption insurance proceeds or other moneys receive by the
Agency. The Supplemental Table A Amount revenues are not pledged to the payment of installment
payments under the 2009 Installment Purchase Agreement.

DIRECT AND OVERLAPPING DEBT

Contained within the Improvement District are numerous overlapping local agencies providing
public services. These local agencies have outstanding bonds issued in the form of general obligation,
lease, revenue and special assessment bonds. The following is a listing of direct and overlapping bonded
debt supported by ad valorem taxation on property located in the Improvement District together with lease
obligation debt of agencies in the area ). The Debt Report is included for general information purposes
only. In certain cases, the percentages of debt calculations are based on assessed values, which will
change significantly as sales occur and assessed values increase to reflect housing values. The Agency
believes the information is current as of its date, but makes no representation as to its completeness or
accuracy. Other public agencies, such as the County or the Project Participants may issue additional
indebtedness at any time, without the consent or approval of the Agency.
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The Debt Report generally includes long term obligations sold in the public credit markets
by public agencies whose boundaries overlap the boundaries of the Improvement District in whole or in
part. Such long term obligations are those payable from property taxes or special taxes on land in the
Improvement District. There may be other long term obligations which are not payable directly from
property taxes, assessment or special taxes on land in the Improvement District but which may be issued
by a public agency and payable only from the general fund or other revenues of such public agency.
Additional indebtedness could be authorized by the Agency, the Project Participants, the County or other
public agencies at any time. See, also, the information included under the caption “CURRENT AND FUTURE
INDEBTEDNESS” above for Agency obligations.

MOJAVE WATER AGENCY
DIRECT AND OVERLAPPING BONDED INDEBTEDNESS
[update]
2015-16 Assessed Valuation: $ (Land and Improvements)
DIRECT AND OVERLAPPING TAX AND ASSESSMENT DEBT: % Applicable? Debt 11/1/05
Copper Mountain Community College District
Apple Valley Unified School District
Barstow Unified School District
Victor Valley Joint Union High School District
Adelanto School District 100.
Oro Grande School District 100.
Victor School District 100.
Other School Districts Various
City Community Facilities Districts 100.
School District Community Facilities Districts 100.
San Bernardino County Service Area No. 70 100.
County Water Districts 100.
1915 Act Bonds (Estimate) 100.
Mojave Water Agency 100.
Mojave Water Agency, Improvement District M 100.

TOTAL DIRECT AND OVERLAPPING TAX AND ASSESSMENT DEBT

OVERLAPPING GENERAL FUND DEBT:

San Bernardino County General Fund Obligations

San Bernardino County Pension Obligations

Victor Valley Joint Community College District Certificates of Participation
Victor Valley Joint Union High School District Certificates of Participation
Victor School District Certificates of Participation

Snowline Unified School District Certificates of Participation

Hesperia Unified School District Certificates of Participation

Other School District General Fund Obligations Various

Town of Apple Valley Certificates of Participation 100.

City of Hesperia Certificates of Participation 100.

County Water District General Fund Obligations 100.

Victorville Recreation and Park District Certificates of Participation 100.
TOTAL GROSS OVERLAPPING GENERAL FUND DEBT

Less: Town of Apple Valley economically defeased certificates of participation

TOTAL NET OVERLAPPING GENERAL FUND DEBT

GROSS COMBINED TOTAL DEBT
NET COMBINED TOTAL DEBT

(1) Based on 2004-05 redevelopment adjusted all property assessed valuation of §

(2) Excludes general obligation bonds to be sold.

(3) Excludes tax and revenue anticipation notes, enterprise revenue, mortgage revenue and tax allocation bonds and non-bonded capital
lease obligations.
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Ratios to 2015-16 Land and Improvement Assessed Valuation;

Direct Debt (§ ) 0. %
Total Overlapping Tax and Assessment Debt........ccccomvnreennciccinnninennn, %
Ratios to 2015-16 Adjusted All Property Assessed Valuation:

Gross Combined Total Debt........c.ccoviniecenninineireeeceeeeee e %
Net Combined Total Debt.........c.cociiiiiniiirce e %

STATE SCHOOL BUILDING AID REPAYABLE AS OF 6/30/15:§

Source: California Municipal Statistics, Inc
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MAJOR TAXPAYERS

The ten largest ad valorem property taxpayers (secured roll only) within the Agency were as follows:

MOJAVE WATER AGENCY
Ten Largest Taxpayers (Secured Roll Only)
2015-16
2015-16 % of
Property Owner Land Use Assessed Valuation Total ¢V
I. Cemex California Cement LLC Industrial $306,034,051 1.04%
2. Riverside Cement Company Industrial 178,219.912 0.61
3. High Desert Power Trust 2000-A Electrical Power Plant 176,851,000 0.60
4. Mitsubishi Cement Corp. Industrial 169,237,556 0.58
5. Wal-Mart Stores Warehouse/Commercial 163,334,038 0.56
6. Intermountain Power Agency Power Transmission 144,882,140 0.49
7. Macerich Victor Valley LLC Shopping Center 117,462,746 0.40
8. GEO Group Inc. Comrectional Management 86,403,401 0.29
9. Prime A Investments LLC Real Estate Investment Trust 83,691,055 0.28
10. Stirling Capital Investments Investment/Development Company 80,997,503 0.28
$1,507,113,402 5.13%
()2015-16 Local Secured Assessed Valuation (Land and Improvements): [$29,392,731,737.
Source: Mojave Water Agency,
THE IMPROVEMENT DISTRICT

GENERAL

The Improvement District was formed by a resolution adopted by the Board of Directors of the
Agency on January 26, 1990, for the purpose of incurring bond indebtedness to finance the planning,
design and construction of the Morongo Basin Pipeline. When created, the boundaries of the Improvement
District were coterminous with the boundaries of Division #2 of the Agency. Since its creation, shifts in
demographics within the Agency’s overall boundaries have resulted in minor changes in the boundaries of
Division #2. Consequently, the boundaries of Division #2 and of the Improvement District are no longer
coterminous. The Improvement District is located in the southeast corner of the Agency, just north of
Palm Springs, east of the San Bernardino National Forest and northeast of the Joshua Tree National Park,
and within a portion of the southern Mojave Desert known as the Morongo Basin. The Improvement
District encompasses an area of approximately 455 square miles and includes the Town of Yucca Valley,
the unincorporated communities of Joshua Tree, Landers and Pioneertown and portions of Morongo Valley
and Johnson Valley.

The Agency currently levies an ad valorem tax at the rate of $0.105 per $100 assessed valuation on
the real property in the Improvement District to pay approximately 75% of the debt service on the Bonds.

[Confirm: As of July 28, 2016, the Agency does not anticipate a change in the rate at which ad
valorem taxes for payment of the Bonds will be set. Depending on changes (whether increase or decrease)
in the assessed value of the properties subject to the levy of ad valorem taxes to pay debt service on the
Bonds, amounts payable by the Project Participants may change. The payments by the Project Participants
are due whether or not water is delivered through the Morongo Basin Pipeline Project for a Project
Participant.
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AD VALOREM PROPERTY TAXES

Valuation of Property for Taxation. The assessed value of property in the Agency is
established by the San Bernardino County Assessor, except for public utility property, which is assessed
by the State Board of Equalization. Assessed valuations are reported at 100% of the “full value” of the
property. Article XIIIA of the California Constitution set “full value” at the valuation shown on the
1975-76 tax bill under “full cash value” or, thereafter, the appraised value of real property when
purchased, newly constructed or a change in ownership has occurred after the 1975 assessment. The
“full cash value” also may be adjusted annually either upward to reflect inflation at a rate not to exceed
2% per year or downward to reflect a reduction in the consumer price index or comparable local data or
declining property value caused by damage, destruction or other factors. No increase in “full cash
value” is permitted in the event of reconstruction of property damaged or destroyed in a disaster and in
certain other limited circumstances. For a discussion of local economic factors that may affect property
values in the Agency, see “APPENDIX F - SELECTED REGIONAL ECONOMIC AND
DEMOGRAPHIC DATA.” '

The California Constitution and various statutes provide exemptions from ad valorem property
taxation for certain classes of property such as churches, colleges, nonprofit hospitals and charitable
institutions. State law allows exemption from ad valorem property taxation of $7,000 of full cash value of
owner-occupied dwellings. However, the State reimburses all local taxing authorities for the loss of
revenues imputed on these exemptions. In addition, although business inventories were removed from the
tax rolls beginning with Fiscal Year 1980-81, State subvention is provided on a calculated base to
reimburse local taxing agencies for this reduction of taxable properties. Federal, state and local
government property (with limited exceptions) is also exempt from property taxation.

Collection of Property Taxes. Ad valorem property taxes are levied for each fiscal year on taxable
real and personal property that is situated in San Bernardino County as of the preceding January 1. For
assessment and collection purposes, property is classified either as “secured” or “unsecured,” and is listed
accordingly on separate parts of the assessment roll. The “secured roll” is that part of the assessment roll
containing State assessed property and property having a tax lien that is sufficient, in the opinion of the
assessor, to secure payment of taxes. Other property is assessed on the “unsecured roll.”

Property taxes on the secured roll are due in two installments, the first on November 1 and the
second on February 1. Such taxes become delinquent if unpaid on or before December 10 and April 10,
respectively, and a 10% penalty attaches to any delinquent payment. An additional “redemption penalty”
of 1% per month (to the date of payment) begins to accrue on July 1 of the year of the delinquency. If
taxes are unpaid for a period of five years or more, the property is subject to public sale by the County Tax
Collector.

Property taxes on the unsecured roll are due as of the January 1 lien date and become delinquent if
unpaid on or before August 31. A 10% penalty attaches to delinquent taxes on property on the unsecured
roll, and an additional penalty of 1'2% per month begins to accrue beginning November 1 of the fiscal
year. The taxing authority has four ways of collecting unsecured personal property taxes: (i) a civil action
against the taxpayer; (ii) filing a certificate in the office of the County Clerk specifying certain facts in
order to obtain a judgment lien on certain property of the taxpayer; (iii) filing a certificate of delinquency
for record in the County Recorder’s office in order to obtain a lien on certain property of the taxpayer; and
(iv) seizure and sale of personal property, improvements or possessory interests belonging or assessed to
the assessee.

Taxes collected for each fiscal year are apportioned by the County to the Agency starting in late
November. Approximately 55% of the year’s levy is received by the end of January.
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ASSESSED VALUATION OF LAND AND IMPROVEMENTS IN THE AGENCY

The following tables set forth information regarding assessed property values in the Agency in the
previous ten years. The assessed property values in the Improvement District are set forth in the section
captioned of “IMPROVEMENT DISTRICT PROPERTY TAX LEVIES AND COLLECTIONS.”

MOJAVE WATER AGENCY
Annual Change in Assessed Value
Last Ten Fiscal Years

Fiscal Year Secured Assessed Unsecured Assessed

Ended Valuation Within Valuation Within Percentage

June 30 Service Area Service Area Increase/(Decrease)
2007 $28,069,398,437 $394,780,185 27.35%
2008 34,313,920,899 450,819,455 22.14
2009 35,610,069,578 606,908,285 4,18
2010 31,119,466,104 673,930,872 (12.21)
2011 27,375,296,579 724,511,959 (11.62)
2012 26,894,046,920 701,133,760 (1.80)
2013 26,681,108,169 719,006,056 0.71)
2014 27,004,903,579 820,324,180 1.55
2015 28,305,755,509 829,154,150 4.71
2016 29,957,740,316 940,812,620 6.05

MOJAVE WATER AGENCY
Annual Change in Assessed Value of Land and Improvements
Last Ten Fiscal Years
Fiscal Year Assessed Valuation Within Assessed Valuation Within

Ended Service Area Service Area Percentage

June 30 (Land Only) ™ (Improvements) Increase/(Decrease)
2007 $8,887,464,430 $19,576,714,192 27.35%
2008 11,263,201,017 23,501,539,337 22.14
2009 12,021,018,146 24,195,959,717 4.18
2010 11,208,891,543 20,584,505,433 (12.21)
2011 9,432,804,274 18,667,004,264 (11.62)
2012 9,063,216,846 18,531,963,834 (1.80)
2013 8,807,028,882 18,593,085,343 0.71)
2014 8,583,394,618 19,241,833,141 1.55
2015 8,699,055,582 20,435,854,077 4,71
2016 8,923,435,342 21,975,117,594 6.05

(1) Assessed Valuation land and improvements include unsecured assessed values.

Source: Source: San Bernardino County, Auditor-Controller’s Office, Property Tax Division.
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IMPROVEMENT DISTRICT ROPERTY TAX LEVIES AND COLLECTIONS

The following table sets forth the amount of the Improvement District assessed value, ad valorem
tax levies, receipts from the levy and collection rates for the last ten years.

[review 2016 values]

Fiscal Year

Ended
June 30
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016

MOJAVE WATER AGENCY
IMPROVEMENT DISTRICT M
Property Tax Assessed Valuations, Tax Levies and Collections

Last Ten Fiscal Years

Collections within the
Fiscal Year Levy
Taxes Levied Current

[Assessed Rate/ for the Year % of
Value $100]  Fiscal Year " Amount®  Levy ®
$2,242,279,274 0.090 $1,906,752  $2,044,627 [107.23%
2,579,457,175 0.085 2,192,539 2,284,873 [104.21
2,775,758,480 0.085 2,359,395 2,258,283 95.71
2,550,749,524 0.085 2,168,137 2,014,058 92.89
2,375,011,808 0.085 2,018,760 1,877,124 92.98
2,367,494,975 0.085 2,012,371 1,852,338 92.05
2,363,922,670 0.105 2,467,690 2,378,743 96.40
2,323,833,066 0.105 2,440,025 2,317,316 9497
2,449.431,676 0.105 2,571,903 2,458,390 95.59
2,583,365,954 0.105 2,712,534 3,011,039 [94.00

Total Collections to Date

Collections
From % of
Prior Years Amount Levy®
$125,476 $2,170,103 113.81%
133,855 2,418,729 110.32
172,972 2,431,255 103.05
201,332 2,215,390 102.18
175,231 2,052,355 101.66
152,976 2,005,314 99.65
214,047 2,592,790 105.07
294,867 2,612,182 107.06
215,383 2,673,773 103.96
75,216 3,086,255 [96.00

M [Estimated amount of levy based on Mojave Water Agency average allocation in each Tax Rate Area of
approximately .4% per $100 of assessed valuation.]
@ Amount Collected within Fiscal Year of Levy included Current Secured, Current Unsecured and Supplemental

Taxes.

@ [Percent of Levy for “General tax collected within the Fiscal Year of Levy” is greater than 100% due to the

collection of RDA Pass Thru Taxes.]

@ Percent of Levy for “Total Collections to Date” is greater than 100% due to “Collections from Previous Years.”
Source: [ Source: San Bernardino County, Auditor-Controller’s Office, Property Tax Division.]
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MOJAVE WATER AGENCY
IMPROVEMENT DISTRICT M
Pledged Revenue Coverage
Last Ten Fiscal Years

General Obligation Bonds ~ Improvement Distnct M

Collections

Debt Service

Fiscal Year
Ending June 30

2007
2008
2009
2010
2011
2012
2013
2014
2015
2016

Revenues
Tax Assessments
Prior Years Debt Service
Support M
Interest
Total Revenue

Debt Service
Coverage Ratio

Revenues Remaining After Debt
Service Payment ™

Estimated
Improvement Project
District M Participants Total Total

Taxes Payment 'V Collections Principal Interest Payment

$2,170,103 $812,689 $2,982,792 $ -0 $1,743,950 $1,743,950

2,418,729 792,562 3,211,291 1,510,000 1,681,195 3,191,195

2,431,255 813,313 3,244,568 1,585,000 1,599,708 3,184,708

2,215,390 813,938 3,029,328 1,665,000 1,517,125 3,182,125

2,052,355 812,188 2,864,543 1,750,000 1,430,333 3,180,333

2,005,314 813,126 2,818,440 1,840,000 1,339,083 3,179,083

2,592,790 814,064 3,406,854 1,925,000 1,243,542 3,168,542

2,612,182 813,688 3,425,870 2,025,000 1,143,125 3,168,125

2,673,773 813,250 3,487,023 2,130,000 1,037,500 3,167,500

2,760,222 812,688 3,572,910 2,235,000 926,625 3,161,625
2007 2008 009 2010 2011 2012 2013 2014 2015 2016
$2,170,103  $2,418729  $2,431,255  $2,215390  $2,052,355 $2,005314  $2,592,790 $2,612,182  $2,673,773  $2,760,222

812,689 792,562 813,313 813,938 812,188 813,126 814,064 813,688 813,250 812,688
38,833 45,192 8.192 46.769 19.926 3,806 2,061 4,239 2,169 1]

$3,021,624  $3,256,483  $3,252,760  $3,076,097 $2,884,469 $2,822246  $3,408915 $3,430,109  $3,489,192 3,572910
$1,743,950  $3,191,195  $3,184,708  $3,182,125  $3,180,333  $3,179,083  $3,168,542  $3,168,125  $3,167,500 3,161,625
$1,277,675 $65,287 $68,051 ($106,028)  ($295,865) ($356,837) $240,374 $261,984 $321,692 $411,285

® In Fiscal Year 2016-17, the Project Participants are estimated to pay 25% of annual Debt Service. Project Participants include Hi-Desert, Joshua Basin, Bighom-Desert View and
Mojave Water Agency. Prior to 2015, San Bemardino County made payments equal to 1%.
@ Qver-collection in prior years created a buildup in reserves, which were used to supplement during years of under-collection.

' Tax rate increased in 2013,
Source: Mojave Water Agency.



ESTIMATED OVERLAPPING MILL LEVY

As described above under “THE MOJAVE WATER AGENCY,” property owners in the
Agency are subject to the ad valorem taxes levied by the Agency to enable it to make payments
under the State Water Supply Contract. For that purpose, the Agency currently levies ad valorem
taxes within its jurisdiction of $0.1125 per $100 of assessed valuation on land only (secured) and
$0.0550 per $100 of assessed valuation of land and improvements (secured and unsecured). As
indicated in the table above, the Agency also currently levies an ad valorem tax at the rate of
$0.105 per $100 assessed valuation on the real property in Improvement District M to pay a
portion of the debt service on the Prior Bonds. See the information under the caption “THE
IMPROVEMENT DISTRICT — 4D VALOREM PROPERTY TAXES.”

THE MAJOR PROJECT PARTICIPANTS

In 1991, five local water purveyors agreed to participate in the project to construct the
Morongo Basin Pipeline. Each of the original Project Participants entered into an Agreement,
which details the rights and responsibilities of such Project Participant and the Agency and specifies
the percentage of water available from the Morongo Basin Pipeline that will be allocated to that
Project Participant. The Agency itself has subsequently become a Project Participant by acquiring
from County of San Bernardino County Service Area 70, Improvement Zones W-1 and W-4, four
percent (4%) of the rights to take water from the Morongo Basin Pipeline. Big Horn Desert View
Water District subsequently acquired from County of San Bernardino County Service Area 70,
Improvement Zones W-1, an additional one percent (1%) of the rights to take water from the
Morongo Basin Pipeline as a result of Local Agency Formation Commission proceedings. Under
the Agreements, additional amounts of unutilized water allotment may be transferred to other
Project Participants or to other water purveyors, but only on the terms and subject to the conditions
specified in the Agreements. See APPENDIX B herein, particularly “The Agreements for
Construction, Operation and Financing of the Morongo Basin Pipeline Project — Unutilized Project
Allotment” and * — Transfer, Sales and Assignments of Project Allotment Percentage.” The Project
Participants and their respective percentages of water originally and currently allotted from the
Morongo Basin Pipeline are as listed in the following table:

Pipeline Allotments to Project Participants

Project Original Current
Participants Percentages Percentages
Hi-Desert Water District 59% 59%
Joshua Basin Water District 27 27
Bighorn-Desert View Water Agency 9 10
San Bernardino County Service Area:
No. 70 Improvement Zone W-1 4 0
Improvement Zone W-4 1 0
Mojave Water Agency 0 4

Note: Project participants are assessed for 25% of the debt service of the bonds. Project Participant payments are due
June 1st of each year.

Source: Mojave Water Agency, Comprehensive Annual Financial Report, for Fiscal Years Ended June 30, 2015 and
2014.
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Under the Agreements, the Project Participants have agreed to pay a portion of the debt service on
the Bonds. See the summary of the Agreement contained in APPENDIX B herein and particularly the
information under the caption “The Agreements for Construction, Operation and Financing of the
Morongo Basin Pipeline Project — Rates and Charges.”

APPENDIX A contains descriptions of Hi-Desert, Joshua Basin and Bighorn-Desert View, the
three Project Participants that are allotted more than 5% of water delivered through the Morongo Basin
Pipeline. The information presented in APPENDIX A herein as to each Project Participant was obtained
from that Project Participant. Attached as APPENDIX D are the most recent Comprehensive Annual
Financial Reports for Hi-Desert and Bighorn-Desert View and the audited Annual Financial Report for
Joshua Basin.

RISK FACTORS

The purchase of the Bonds described in this Official Statement involves a degree of risk that may not
be appropriate for some investors. The following includes a discussion of some of the risks which should be
considered before making an investment decision. This discussion does not purport to be comprehensive or
definitive and does not purport to be a complete statement of all factors which may be considered as risks in
evaluating the credit quality of the Bonds. The order of presentation below may not correspond to the relative
importance of the risks described.

REDUCTION IN PROPERTY TAX BASE OR COLLECTIONS

A number of factors could adversely affect the value of taxable property and the collection of ad
valorem property taxes pledged to the payment of debt service on the Bonds.

1. Yalue of Taxable Property. Under California law, the assessed value of property that is
used for computing property taxes may be reduced to take into account reductions in value due to damage,
destruction, obsolescence or other factors causing a decline in market value. Pursuant to such authority,
the San Bernardino County Assessor administratively reassessed some properties within the Agency
downward in 1994 as a result of an economic recession and again in 2008 through 2012 during the “Great
Recession.” Individual property owners may file an assessment appeal seeking a permanent reduction in
the assessed value of their property. Some of the factors that may produce reductions in assessed value of
property include:

a. Changes in general economic conditions. A general downturn in the local
economy may have an adverse effect on the market value of property. The demand for real estate

may decline as reduced incomes lower the amount potential buyers can afford to spend to
purchase property. For a discussion of the local economy, see “APPENDIX F — SELECTED
REGIONAL ECONOMIC AND DEMOGRAPHIC DATA.”

b. Fluctuations in the real estate market. Development of residential property has
been stimulated in some areas within the Agency by the high cost of housing in the Los Angeles
basin. A change in the cost of housing in competing areas may also adversely affect the value of
existing property within the Agency by reducing the demand for it (and, hence, the price buyers
are willing to pay).

c. Changes in the income tax treatment of real property ownership. The
deductibility of mortgage interest on residential property from federal personal income taxes
and other favorable treatment of real estate investments under federal and state income tax law
increases the value of real property above what would prevail in the absence of such favorable
treatment. Changes in tax law, such as implementation of some forms of the “flat tax”
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proposals (ones with no deductions for mortgage interest) could depress real estate values by
reducing demand.

d. Natural Disaster. On June 28, 1992, an earthquake measuring 7.5 on the Richter
scale occurred in San Bernardino County and neighboring Riverside County, causing an
estimated $100 million in damage. This earthquake was one of the strongest recorded in the
southern California region in recent history. The earthquake, the epicenter of which was
approximately six miles from Yucca Valley, did substantial damage to the communities of
Landers, Yucca Valley and Joshua Tree. The Agency and the service areas of the Project
Participants contain areas considered to be seismically active, and a significant earthquake is
possible during the period the Bonds will be outstanding. Earthquakes, other earth movements,
fires, floods and other natural disasters may result in damage to real property that produces a
temporary (until the property is repaired or replaced) or permanent loss of value.

The following additional factors may reduce the potential for the growth of value of property that forms
the tax base (or even remove property from the tax base) from which ad valorem property taxes are
derived:

a. Land Use Decisions. Control of zoning and other land use decisions for property
subject to the ad valorem tax that secures the Bonds is held by the County of San Bernardino and
the incorporated cities within the Agency’s boundaries. Such decisions will affect the prospective
use of property and, therefore, the tax base supporting debt service on the Bonds.

b. Bay-Delta Environmental Considerations Affecting the State Water Project.

Bay-Delta. Most of California’s developed water supply flows into or is exported from the
Sacramento-San Joaquin River Delta/San Francisco Bay Estuary (the “Bay-Delta”). Human
activity and changing environmental conditions coupled with a complex framework of federal and
state laws administered by numerous agencies have made management of the Delta challenging.
For example, the Agency’s imported and local supplies are subject to regulatory restrictions due
to implementation of the federal Endangered Species Act (“ESA”). The listing of winter-run
Chinook salmon in 1989 and delta smelt in 1993 resulted in pumping restrictions imposed on the
state and federal water projects to protect these species. These pumping restrictions resulted in
reduced deliveries from the State Water Project, compounding the shortages created by the on-
going drought at the time. In 1993, the United States Environmental Protection Agency (the
“EPA”) also proposed to implement water quality standards for the Bay-Delta that would impose
severe restrictions on the operation of the State Water Project. It was these circumstances that led
to the historic Bay-Delta Accord in 1994, in which the state and federal governments, along with
urban, agricultural and environmental interests, agreed to an interim set of ESA protection
measures coupled with water supply certainty. The Bay-Delta Accord laid the groundwork for the
establishment of the CALFED Bay-Delta Program, which has been succeeded by a number of
efforts, including the California Water Action Plan, the Delta Plan and the California Water Fix
(see the below caption ““ — California Water Policy Framework™) to develop a long-term solution
for conflicts in the Bay-Delta.

The Agency cannot predict whether ongoing activities will result in a materially positive or
adverse impact on the operation of the State Water Project pumps, the Agency’s State Water
Project supplies or reserves or the Agency’s deliveries to its customers.

Delta Reform Act. [Review/update: In November 2009, the State enacted the Delta
Reform Act, which created the Delta Stewardship Council (the “DSC”), to assume Bay-Delta
management responsibilities in lieu of the California Bay-Delta Authority. Under the legislation,
the DSC must work to achieve the “coequal” goals of providing a more reliable water supply for
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California and protecting, restoring and enhancing the Delta ecosystem. The legislation also
mandates that the coequal goals be achieved in a manner that protects and enhances the unique
cultural, recreational, natural resource and agricultural values of the Delta. The legislation
required the DSC to adopt a comprehensive Delta Plan, which the DSC did in [May 2013. Seven
separate lawsuits were filed challenging the legality of the plan. On June 24, 2016, Judge Kenny
of the Sacramento Superior Court ruled that the Delta Plan is “invalid” after a successful
challenge by multiple parties who argued that the Delta Plan is not protective of the water quality
or the fish species that depend on fresh water flows for their survival. Parties have indicated an
appeal of the ruling is likely. [Discuss: Other actions remain pending as of the date of this
Official Statement.]

The Delta Reform Act also reshaped the existing Delta Protection Commission (the “DPC”)
into a 15-member body primarily comprising local representatives from Bay-Delta communities.
The legislation required the DPC to adopt a Bay-Delta economic sustainability plan, which the
DPC completed in [January 2012.

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

[Review: Finally, the legislation mandated that the SWRCB conduct informational hearings
and issue a report regarding criteria for Bay-Delta outflows that would, in the SWRCB’s opinion,
protect and preserve public trust resources. In a report that was unanimously adopted in [August
2010, the SWRCB concluded that substantially increased flows from rivers flowing into the Bay-
Delta would be needed in the Delta ecosystem if fishery protection was the sole purpose for which
its waters were put to beneficial use.

Bay Delta Conservation Plan. The Bay Delta Conservation Plan (the “BDCP”) is a long-
term conservation strategy designed to improve the status of species and natural communities that
the BDCP covers and provide the basis for long-term permits under the federal ESA and
California Natural Community Conservation Planning Act for operation of the State Water
Project and the federal Central Valley Project (“CVP”) (collectively, the “Water Projects”). The
goal of the plan is to improve the reliability of Delta water supply, while also restoring aquatic
habitat and fish populations. The BDCP is guided by a steering committee of local water
agencies, environmental and conservation organizations, state and federal agencies and other
interest groups.

The State released a public draft of the BDCP in November 2013, and an accompanying
Draft Environmental Impact Report/Environmental Impact Statement (the “BDCP EIR/EIS™).
The BDCP EIR/EIS was prepared to fulfill the requirements of CEQA and NEPA. The draft
BDCP EIR/EIS considers numerous alternatives and one no action alternative. The no action
alternative describes future circumstances without implementation of the proposed BDCP actions
and represents continuation of the existing plans, policies, operations and conditions that represent
continuation of trends in nature. The other alternatives include various combinations of water
conveyance configurations, capacities, operations and habitat restoration and their effects on
biological resources, hydrology and the human environment. Under CEQA, the “Preferred
Alternative” designated by DWR includes two 40-foot inside diameter tunnels to carry water 35
miles to the existing pumping plants in the south Delta. From there, water would be moved into
existing aqueducts that supply much of the State. However, this alternative is subject to change as
DWR receives and considers public and agency input on the environmental analysis. The Agency
is unable to predict what the final Preferred Alternative will be, or the financial or operational
impact of such Preferred Alternative.
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Stakeholders with diverse interests have expressed varying degrees of dissatisfaction with
the BDCP.

EcoRestore and California Water Fix. In 2015, the State separated the focus of the
BDCP into two efforts: the California Eco Restore (“EcoRestore”) Project and the California
Water Fix. The California EcoRestore aims to accelerate and implement a comprehensive suite of
habitat restoration actions to support the long-term health of the Bay-Delta’s native fish and
wildlife. The California Water Fix focuses on protecting the State’s water supplies from climate
change through water system upgrades that protect against the impacts of sea level rise and
earthquakes while improving river flows and reducing entrainment for threatened fish species.
The Bay-Delta diversion facilities previously proposed in the BDCP are now captured within the
California Water Fix effort. The State released the Recirculated Draft Environmental Impact
Report (“RDEIR”)/Supplemental Draft Environmental Impact Statement (“SDEIS™) on July 10,
2015, with comments due by August 31, 2015. On July 22, 2015, the comment period was
extended to October 30, 2015. The RDEIR/SDEIS addresses the environmental impacts of the
diversion facilities. The current estimated cost of the California Water Fix is approximately $15.8
billion. There can be no assurance that such projected costs will not increase as a result of
revisions to the project, increases in construction or other costs related thereto. Any changes
could be material and impact the costs of state and federal water supplies and thereby impact the
Agency’s costs in connection with the State Water Project. The final Environmental Impact
Report/Environmental Impact Statement for California Water Fix is expected to be available in
mid to late 2016.

DWR and the United States Bureau of Reclamation have filed a petition with the SWRCB
to change certain of their water rights as a result of the proposed California Water Fix project. On
October 30, 2015, the SWRCB issued public notices on such petition and a public hearing with
respect thereto. The SWRCB currently expects the public hearing process to begin in July 2016.

c. Removal of Property from the Tax Base. Large tracts of land within the Agency
and the Project Participants are owned by the federal government (principally the Bureau of Land
Management) and not taxed, except for the value of private leasehold interests. Additional land
may either be acquired by the federal government or removed from private use (if designated as
wilderness or other protected status) and removed from the tax base. Conversely, new taxable land
was realized when the certain land converted from non-taxable to taxable, as described below.

d. Collection of Taxes. Collection of the ad valorem property taxes that provide
revenues for the payment of the Bonds is secured by a lien on the taxed property. In the event of
delinquency, the lien is not foreclosed for a period of five years. The ability of the County to
collect from a delinquent taxpayer once foreclosure is commenced may be limited by bankruptcy
law. Although bankruptcy proceedings would not extinguish the lien, they could result in a
further delay in collection of amounts owed. Additionally, if the principles announced in the case
of In re Glasply Marine Industries, decided by the United States Court of Appeals for the Ninth
Circuit (which is controlling precedent in California) are applied, taxes levied after a bankruptcy
petition is filed would be subordinate to claims of secured creditors and no lien for taxes levied
after a bankruptcy filing would attach so long as the property remained part of the bankruptcy
estate.

e. Changes in Law. There can be no assurance that the State Legislature, or the
California electorate by initiative, will not at some future time enact legislation, including
amendments to the State Constitution, that will in other ways affect property valuations or the
ability of the County to collect taxes on behalf of the Agency.
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AVAILABILITY OF WATER

The State in recent years has been facing water shortfalls. Most recently, on May 9, 2016,
in response to a five-year drought, Governor Edmund G. Brown, Jr. issued an executive order
which established a new water use efficiency framework for California. The order bolstered the
State’s drought resilience and preparedness by establishing longer-term water conservation
measures that include permanent monthly water use reporting, new urban water use targets,
reducing system leaks and eliminating clearly wasteful practices, strengthening urban drought
contingency plans and improving agricultural water management and drought plans. On May 18,
2016, the SWRCB adopted a statewide water conservation approach that requires local water
agencies to ensure a three-year supply assuming three more dry years like the ones the State
experienced from 2012 to 2015. Water agencies that face shortages under three additional dry
years are required to meet a conservation standard equal to the amount of the shortage.

The historic drought has lasted for years and will not be resolved by a single year’s
rainfall. The implementation of mandatory water reductions is ongoing. The Agency cannot
predict how long the drought conditions will last, what effect drought conditions may have on
property values, to what extent water reduction requirements may affect the homeowners or to
what extent the drought could cause disruptions to economic activity within the boundaries of the
Agency and the Project Participants.

[Update, sample from another transaction: Local weather conditions have only a slight
impact on water demands on the Agency. Wet years may see a slight decrease in demands while
dry years may increase demands by a similar amount.

The severe droughts in recent years, and current status of such drought conditions, has
caused a significant reduction in, and, in some cases, elimination of, the amount of water available
from the State Water Project. Operational mandates for environmental protection of the
Sacramento-San Joaquin River Delta (the source of water for the State Water Project) as imposed
by federal and state regulatory agencies also impinge on the amount of water available for
delivery to contractors. In the State Water Project Final Delivery Capability Report 2015 (July
2015) (the “July 2015 Delivery Capability Report”), the State Department of Water Resources
predicts that, based on historical precipitation patterns and current level of demand, operating
under these environmental mandates, based on an assumed 4,132 thousand acre-feet per year
maximum capacity in the State Water Project, on average 62% of such maximum capacity can be
met over the life of the State Water Project. [The State Water Project is the source of _ % to
___ %] of water delivered by the Agency. [As of the July 2015 Delivery Capability Report, State
Water Project contractors are estimated to receive 62% of contracted water supplies from the
State Water Project.]

LIMITED REMEDIES ON DEFAULT

If the Agency experiences difficulties in the collection of Project Participant payments under the
Agreements, there is no available remedy of acceleration of any portion of, or the total Project Participant
payments due. A Project Participant will only be liable for Project Participant payments as they come due,
and the Trustee would be required to seek a separate judgment for each Project Participant payment. The
enforceability of the rights of the Trustee against a Project Participant are subject to, and may be limited
by, (i) bankruptcy, insolvency, reorganization, arrangement, moratorium and other laws relating to
creditors’ rights, (ii) principles of equity that may limit the remedy of specific performance of the
Agency’s obligations, (iii) the exercise of judicial discretion, and (iv) limitations on legal remedies against
public agencies (such as limitations on the enforcement of judgments against funds needed to serve the
public welfare and interest).
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RISKS ASSOCIATED WITH THE BONDS

Limited Secondary Market. There can be no guarantee that there will be a secondary market for
the Bonds or, if a secondary market exists, that any Bonds can be sold for any particular price. Although
the Agency has committed to provide certain statutorily-required financial and operating information, there
can be no assurance that such information will be available to Bond Owners on a timely basis. See
“MISCELLANEOUS — FINANCIAL STATEMENTS” below. The failure to provide the required annual
financial information does not give rise to monetary damages but merely an action for specific
performance. Occasionally, because of general market conditions, lack of current information or because
of adverse history or economic prospects connected with a particular issue, secondary marketing practices
in connection with a particular issue are suspended or terminated. Additionally, prices of bond issues for
which a market is being made will depend upon then prevailing circumstances. Such prices could be
substantially different from the original purchase price.

Market Value Risk. The market value of the Bonds may be affected by a variety of factors
including, without limitation, general market conditions, the ratings on the Bonds, the financial condition
and business operations of the Agency and federal and state income tax and other laws. The market value
of the Bonds on the Closing Date could be greater or less than the agreed purchase price therefor by the
initial purchasers thereof and the difference could be substantial. Neither the Agency nor the Underwriter
makes any representation as to the market price of the Bonds as of the Closing Date.

Tax Law Risk.

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

b. Impact of Legislative Proposals, Clarifications of the Code and Court Decisions
on Tax Exemption. Future legislative proposals, if enacted into law, clarification of the Code or
court decisions may cause interest on the Bonds to be subject, directly or indirectly, to federal
income taxation or to be subject to or exempted from state income taxation or otherwise prevent
Beneficial Owners from realizing the full current benefit of the tax status of such interest. The
introduction or enactment of any such future legislative proposals, clarification of the Code or
court decisions may also affect the market price for, or marketability of, the Bonds. In recent
years, legislative changes were proposed in Congress, which, if enacted, would result in additional
federal income tax being imposed on certain owners of tax-exempt state or local obligations, such
as the Bonds. Prospective purchasers of the Bonds should consult their own tax advisors
regarding any pending or proposed federal or state tax legislation, regulations or litigation as to
which Bond Counsel expresses no opinion.

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

d. Backup Withholding. Interest paid on tax-exempt obligations such as the Bonds is
subject to information reporting to the IRS in a manner similar to interest paid on taxable
obligations. In addition, interest on the Bonds may be subject to backup withholding if such
interest is paid to a registered owner that (a) fails to provide certain identifying information (such
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as the registered owner’s taxpayer identification number) in the manner required by the IRS, or
(b) has been identified by the IRS as being subject to backup withholding.

LEGAL MATTERS
LITIGATION

There is no action, suit, or proceeding known to be pending or threatened seeking to restrain or
enjoin the issuance of the Bonds, the Indenture or in any way contesting or affecting the validity of the
foregoing or any proceedings of the Agency taken with respect to any of the foregoing, the existence of the
Agency or contesting the levy of ad valorem taxes to pay the Agency’s obligations evidenced by the
Bonds.

TAX EXEMPTION

General. In the opinion of James F. Anderson Law Firm, A Professional Corporation, Laguna Hills,
California, Bond Counsel, based upon an analysis of existing laws, regulations, rulings and court decisions,
and assuming, among other matters, the accuracy of certain representations, and compliance with certain
covenants and agreements, interest on the Bonds is excluded from gross income for federal income tax
purposes under Section 103 of the Internal Revenue Code of 1986 (the “Code”) and is exempt from State
personal income taxes. Bond Counsel is further of the opinion that interest on the Bonds is not a specific
preference item for purposes of the federal individual or corporate alternative minimum taxes. However,
Bond Counsel observes that interest on the Bonds is included in adjusted current earnings when calculating
corporate alternative minimum taxable income. A complete copy of the proposed form of opinion of Bond
Counsel is set forth in APPENDIX B hereto.

The Code imposes various restrictions, conditions and requirements relating to the exclusion from
gross income for federal income tax purposes of interest on obligations such as the Bonds. The Agency has
made representations related to certain of these requirements and has covenanted to comply with certain
restrictions designed to assure that interest on the Bonds will not be included in federal gross income.
Inaccuracy of the representations or failure to comply with the covenants may result in interest on the Bonds
being included in gross income for federal income tax purposes, possibly from the date of original issuance of
the Bonds. The opinion of Bond Counsel assumes the accuracy of the representations and compliance with
the covenants. Bond Counsel has not undertaken to determine (or to inform any person) whether any action
taken (or not taken) or event occurring (or not occurring) after the date of issuance of the Bonds may
adversely affect the value of, or the tax status of interest on, the Bonds.

Should interest on the Bonds become includable in gross income for federal income tax purposes, the
Bonds are not subject to early redemption as a result of such event and will remain outstanding until maturity.

To the extent the issue price of any maturity of the Bonds is less than the amount to be paid at
maturity of such Bonds (excluding amounts stated to be interest and payable at least annually over the term of
such Bonds), the difference constitutes “original issue discount,” the accrual of which, to the extent properly
allocable to each owner thereof, is treated as interest on the Bonds that is excluded from gross income for
federal income tax purposes and State personal income taxes. For this purpose, the issue price of a particular
maturity of the Bonds is the first price at which a substantial amount of such maturity of the Bonds is sold to
the public (excluding bond houses, brokers, or similar persons or organizations acting in the capacity of
underwriters, placement agents or wholesalers). The original issue discount with respect to any maturity of
the Bonds accrues daily over the term to maturity of such Bonds on the basis of a constant interest rate
compounded semiannually (with straight-line interpolations between compounding dates). The accruing
original issue discount is added to the adjusted basis of such Bonds to determine taxable gain or loss upon
disposition (including sale or payment at maturity) of such Bonds. Owners of the Bonds should consult their
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own tax advisors with respect to the tax consequences of ownership of Bonds with original issue discount,
including the treatment of purchasers who do not purchase such Bonds in the original offering to the public at
the first price at which a substantial amount of such Bonds is sold to the public.

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

Certain requirements and procedures contained or referred to in the Indenture, the Tax Certificate and
other relevant documents may be changed and certain actions (including, without limitation, defeasance of the
Bonds) may be taken or omitted under the circumstances and subject to the terms and conditions set forth in
such documents. Bond Counsel expresses no opinion as to any Bond or the interest thereon if any such
change occurs or action is taken or omitted upon the advice or approval of counsel other than James F.
Anderson Law Firm, A Professional Corporation.

Although Bond Counsel is of the opinion that interest on the Bonds is excluded from gross income for
federal income tax purposes and is exempt from State personal income taxes, the ownership or disposition of,
or the accrual or receipt of interest on, the Bonds may otherwise affect an owner’s federal or state tax liability.
The nature and extent of these other tax consequences will depend upon the particular tax status of the owner
of the Bond or such owner’s other items of income or deduction. Bond Counsel expresses no opinion
regarding any such other tax consequences.

APPROVAL OF LEGALITY

Certain legal matters incident to the authorization, execution, sale and delivery of the Bonds are
subject to the approval of James F. Anderson Law Firm, A Professional Corporation, Laguna Hills,
California, Bond Counsel, whose approving legal opinion, in substantially the form of APPENDIX B, will
be delivered with the Bonds. Bond Counsel undertakes no responsibility for the accuracy, completeness
or fairess of this Official Statement. Other legal matters will be passed upon for the Underwriter by
Stradling Yocca Carlson & Rauth, a Professional Corporation, and for the Agency by its general counsel,
Brunick, McElhaney & Kennedy, A Professional Law Corporation.

The remedies available to the Trustee or to the owners of the Bonds upon an event of default
under the Indenture are in many respects dependent upon judicial actions, which are often subject to
discretion and delay. Under existing constitutional and statutory law and judicial decisions, including
specifically Title 11 of the United States Code (the United States Bankruptcy Code), the remedies
provided in the Indenture may not be readily available or may be limited. The various legal opinions to be
delivered concurrently with the delivery of the Bonds will be qualified as to the enforceability of the
various legal instruments by limitations imposed by bankruptcy, reorganization, insolvency or other
similar laws affecting the rights of creditors generally.

MISCELLANEOUS
RATINGS

[Update Standard & Poor’s Ratings Services, a Standard & Poor’s Financial Services LLC
business (“S&P”), has assigned the Bonds a rating of “[___.” Such rating reflects only the view of such
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rating agency. An explanation of the significance of such rating may be obtained as follows: S&P at
Municipal Finance Department, 55 Water Street, New York, New York 10041, tel. (212) 208-8000. The
rating agency may have obtained and considered information and material which has not been included in
this Official Statement. Generally, a rating agency bases its ratings on information and material so
furnished and on investigations, studies and assumptions made by the rating agency. Some information
provided to the rating agency by the Agency may not appear in this Official Statement. There is no
assurance such rating will continue for any given period of time or that such rating will not be revised
downward or withdrawn entirely or placed under review or “Credit Alert” by the rating agency, if in the
judgment of such rating agency, circumstances so warrant. The Agency has undertaken no responsibility
to oppose any proposed revision or withdrawal of a rating. Any downward revision or withdrawal of such
rating could have an adverse effect on the market price or value of the Bonds. The Agency has not
requested any other organization to consider the assignment of a rating for the Bonds.

UNDERWRITING

Stifel, Nicolaus & Company, Incorporated (the “Underwriter”), has agreed, subject to certain
customary conditions precedent to closing, to purchase the Bonds for reoffering to the public at the initial
public offering prices set forth on the cover of this Official Statement. The Bonds may be offered and sold
to certain dealers (including dealers depositing the Bonds into investment trusts) and certain dealer banks
and banks acting as agents at prices lower than such public offering prices, and such public offering prices
may be changed, from time to time, by the Underwriter. The Underwriter will purchase the Bonds for the

purchase price of $ (representing the principal amount of the Bonds, plus $ of net
original issue premium, and less § of Underwriter’s discount).
FINANCIAL STATEMENTS

The audited financial statements of the Agency for the Fiscal Year ended June 30, 2015 appearing
in APPENDIX D to this Official Statement have been audited by Fedak & Brown LLP, certified public
accountants, having offices in two locations, Cypress and Riverside, California, as set forth in their report
also appearing in APPENDIX D. The audited financial statements of the major Project Participants, Hi-
Desert, Joshua Basin and Bighorn-Desert View for the Fiscal Years ended June 30, 2015 and 2014 also
appear in APPENDIX D.

CONTINUING DISCLOSURE

The Agency has covenanted for the benefit of the registered owners and beneficial owners of the
Bonds to provide certain financial information and operating data relating to the Agency by not later than
each April 1 following the end of the Agency’s fiscal year (which fiscal year as of the date hereof ends
June 30) (the “Annual Report”), commencing with the report for Fiscal Year 2015-16, and to provide
notices of the occurrence of certain listed events. The Annual Report and notices of enumerated events
will be filed by the Agency with the Municipal Securities Rulemaking Board through its Electronic
Municipal Market Access System (the “EMMA System”), or such other electronic system designated by
the Municipal Securities Rulemaking Board. These covenants have been made in order to assist the
Underwriter in complying with Securities Exchange Commission Rule 15¢2-12(b)(5) (the “Rule”). The
specific nature of the information to be contained in the Annual Report and the notices of listed events is
set forth in “APPENDIX E - PROPOSED FORM OF CONTINUING DISCLOSURE
UNDERTAKING.”

[Confirm: In the past five years, the Agency has been subject to continuing disclosure certificates
previously entered into with respect 2004 Certificates, the 2006 Bonds, the 2009 Certificates and its Revenue
Refunding Bonds, Series 2014A (the “Prior Continuing Disclosure Undertakings”). Pursuant to the Prior
Continuing Disclosure Undertakings, the Agency agreed to file its audited financial reports, certain operating
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data relevant to the respective obligations, as well as notices of certain enumerated events.

The Agency filed its audited financial statements and Comprehensive Annual Financial Reports
(“CAFR”) in accordance with the Prior Continuing Disclosure Undertakings in each of the past five years. In
certain years, however, the audited financial statements or CAFRs, as applicable, were not properly linked
to all Agency obligations available on EMMA.

On May 12, 2014, the Agency filed a supplement to its continuing disclosure reports for the
preceding five fiscal years with respect to the 2009 Certificates to include information relating to the
Agency’s allocation and sale of State Water Project water. On May 12, 2014, the Agency filed a supplement
to its continuing disclosure reports for the last five fiscal years with respect to the 2006 Bonds to include a
listing of the ten largest taxpayers (secured roll only) within Improvement District M of the Agency.

The Agency has determined that significant event notices may not have been filed as contractually
required under the Prior Continuing Disclosure Undertakings to reflect rating downgrades from time-to-
time of the municipal bond insurers insuring the 2004 Certificates and the 2006 Bonds and upgrades of
the ratings on the 2009 Certificates (which were not insured by any municipal bond insurer). The
Agency, by a filing on May 12, 2014, provided a notice reflecting the current ratings of the 2004
Certificates, the 2006 Bonds and the 2009 Certificates.

The Agency believes that it is currently in compliance in all material respects with the Prior
Continuing Disclosure Undertakings.

In order to facilitate compliance by the Agency with its continuing disclosure undertakings in the
future, the Board of Directors approved disclosure procedures on May 1, 2014 (the “Disclosure
Procedures™). Pursuant to the Disclosure Procedures, the Chief Financial Officer is required to take steps to
ensure that continuing disclosure filings are prepared and filed in a timely manner. A copy of the Disclosure
Procedures has been provided to the Underwriter.

ADDITIONAL INFORMATION

The references, excerpts and summaries of all documents referred to herein and in APPENDIX C
hereto do not purport to be complete statements of the provisions of such documents and reference is made
to all such documents for full and complete statements of all matters of fact relating to the Bonds, the
security for the payment of the Bonds and the rights of the owners thereof. Copies of such documents may
be examined at the principal corporate trust office of the Trustee. The information contained in this
Official Statement has been compiled from officials and other sources deemed to be reliable and, while not
guaranteed as to completeness or accuracy, is believed to be correct as of this date.

AUTHORIZATION

The delivery of this Official Statement has been duly authorized by the Board of Directors of the
Agency.
MOJAVE WATER AGENCY

Kirby Brill, General Manager
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APPENDIX A

THE MAJOR PROJECT PARTICIPANTS

The following are descriptions of Hi-Desert Water District, Joshua Basin Water District and
Bighorn-Desert View Water Agency, the three Project Participants that are allotted more than 5% of water
delivered through the Morongo Basin Pipeline. The information presented below as to each Project
Participant was obtained from that Project Participant. Attached as APPENDIX D are the most recent
Comprehensive Annual Financial Reports for Hi-Desert Water District and Bighorn-Desert View Water
Agency and the audited Annual Financial Report for Joshua Basin Water District.

HI-DESERT WATER DISTRICT

General. The Hi-Desert Water District (“Hi-Desert”) was incorporated as Yucca Valley County
Water District on December 14, 1962, and is organized under the California Water Code, Sections
30000 et seq. Hi-Desert’s name was changed to Hi-Desert County Water District in 1971 and
subsequently to Hi-Desert to avoid confusion with the County of San Bernardino’s water supply
operations. In 1964, via an assessment district formation, Hi-Desert purchased Joshua Forest Water
Company for a cost of $450,000. In 1965, both Rancho Ramon and Mountain Mutual Water Companies
were purchased for the sum of $330,000. On October 1, 1990, Hi-Desert acquired all of the assets of the
Yucca Water Company, Ltd. (“Yucca Water Company”) for a purchase price of $3.1 million and the
assumption of certain loans payable to the Department of Water Resources of that totaled approximately
$2.8 million.

The physical address of Hi-Desert’s administration office is 55439 29 Palms Highway, Yucca
Valley, California 92284, and their telephone number is (760) 365-8333. Hi-Desert also maintains
website at www.hdwd.com. The information found on such website is not incorporated herein by
reference. See APPENDIX D for a copy of the most recent comprehensive annual financial report of Hi-
Desert.

Outstanding Debt.

Bonds. In 2013, Hi-Desert issued $5,110,000 aggregate principal amount of its Water Revenue
Refunding Bonds, Series 2013, to provide funds to defease and refund (i) a loan agreement entered into in
1978 with the Farmer’s Home Administration (the “1978 FHA Loan”), (ii) obligations under a 1982 lease
agreement and under a related series of lease revenue bonds (collectively, the “1982 Obligations™), (iii) a
loan agreement with the Department of Water Resources which Hi-Desert assumed in connection with its
acquisition of assets and liabilities of the Yucca Water Company in 1990 (the “1986 DWR Loan”), and (iv)
obligations relating to a 1998 lease agreement and related Revenue Refunding Bonds (the “1998
Obligations™) issued by the Joshua Basin — Hi-Desert Financing Authority which prepaid Hi-Desert’s
obligations under a facilities lease entered into in 1991.

On January 21, 2016, Hi-Desert entered into a loan agreement with the California State Water
Resources Control Board, via their Clean Water State Revolving Fund Loan program (the “2016
CWSREF obligations”) in the amount of $142,349,314. The 30 year, 1.0% interest loan was obtained to
fund Hi-Desert’s Wastewater Reclamation Project (WRP); a septic to sewer conversion project within
the Town of Yucca that was mandated by the Regional Water Quality Control Board, Colorado River
Basin Region in May 2011. The mandate ordered the prohibition of septic tank discharges due to the
adverse water quality impacts the untreated discharges have had on the community’s primary
groundwater supply.



The 2016 CWSRF obligations were secured via Assessment District 2014-1(“AD 2014-1")
which was passed by voters on May 13, 2015. AD 2014-1 placed an assessment lien on properties
within the area benefitting from the construction of the WRP. Though AD 2014-1 required only a
simple majority' vote, over 72% of the affected property owners voted in favor of the assessment. Debt
service of the 2016 CWSRF obligations begins in December 2017 and will be paid annually through the
collection of the assessment liens throughout the term of the loan.

Employee Retirement Provisions.

Hi-Desert contributes to the California Public Employees Retirement System (CalPERS), a cost
sharing multiple-employer pubic employee defined benefit pension plan. CalPERS provides retirement
and disability benefits, annual cost-of-living adjustments, and death benefits to plan members and
beneficiaries. CalPERS acts as a common investment and administrative agent for participating public
agencies within the State of California. Benefit provisions and all other requirements are established by
State statute and Hi-District. Copies of CalPERS annual financial report may be obtained from
CalPERS. Hi-Desert takes no responsibility for the continued accuracy, completeness, or timeliness of
information provided in the CalPERS annual financial report, and such information is not incorporated
herein by reference.

Hi-Desert’s employees are enrolled in one of three CalPERS retirement programs. All new
employees, not previously enrolled in CalPERS or equivalent reciprocal plan, are automatically enrolled
in the PEPRA plan (Public Employee’s Pension Reform Act of 2013) (hire date on or after January 1,
2013) defined as “2% @ 62”. Under this plan the employee contributes 100% of their share and Hi-
Desert contributes 100% of their share. For Fiscal Year 2015/16, the shares were [6.25%] for the
employee contribution rate and 6.73% for the employer contribution rates, respectively. Employees
hired prior to January 1, 2011, are enrolled in the CalPERS Classic Plan defined as “2.5% @ 55”. Under
this plan the employee pays 100% of their share (8%) and the employer contributes a share equal to
[22.85]%. Employees hired on or after January 1, 2011 through December 31, 2012, are enrolled in the
CalPERS New Classic Plan defined as “2% @ 60”. Under this plan the employee pays 100% of their
share equal to 7% and the employer pays a share equal to 7.510%. Contribution rates for the employees
and for the employer are subject to change from time to time as determined by CalPERS. CalPERS
current estimates are that rates will increase to 8% for employees and 10.808% for employers by Fiscal
Year 2016-17.

Hi-Desert contributed $543,723 for its employer contribution in Fiscal Year 2014-15 and $|
for its employer contribution in Fiscal Year 2015-16. As of fiscal year ended June 30, 2015, Hi-Desert
reported net pension liabilities for its proportionate share of the net pension liability of $3,468,735.
[confirm: Information regarding Hi-Desert’s estimated proportionate share of the net pension liability for
the fiscal year ended June 30, 2016 is not yet available from CalPERS.]

Other Post-Employment Benefits Plan Description. Hi-Desert also provides other post-
employment benefits (“OPEB”) to qualified employees who retire from Hi-Desert and meet Hi-Desert’s
vesting requirements. Full time employees hired on or after July 1, 2009, are not eligible for post-
employment benefits. Membership in the OPEB plan consisted of 24 active plan members, 17 retirees
and beneficiaries. Hi-Desert offers post-employment medical and dental benefits to retired employees
who satisfy eligibility requirements and spouses and surviving spouses are also eligible to receive
benefits. receiving benefits and [___ separated plan members entitled to but not yet receiving benefits in
the year ending June 30, 2016. Hi-Desert contributed $189,909 and [$ for the Fiscal Years ended
June 30, 2015 and June 30, 2016, respectively and had an OPEB obligation payable at the end of the

I A simple majority vote is passed when more than 50% of those voting submit a ballot in favor of the proposed
assessment (i.e. 51 votes out of 100).
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year of $523,769 and [$ for the Fiscal Years ended June 30, 2015 and June 30, 2016,
respectively.

Rate-Setting Authority. . Subject to California Constitution Article XIII C (otherwise referred to
as “Proposition 218”), Hi-Desert’s Board of Directors has full and independent power to establish revenue
levels and rate schedules for all water and wastewater service provided by Hi-Desert and rate changes are
not subject to administrative or regulatory review. Hi-Desert is not subject to retail rate regulation by any
State or federal regulatory body and is empowered to set retail rates effective at any time. Rates and
charges of Hi-Desert are fixed by its Board of Directors based on a cost-of-service methodology.

Rates and Charges. The Board of Directors of Hi-Desert has adopted a schedule of rates and
charges for water service to its customers. Charges are collected upon the customer’s connection to the
water system and monthly thereafter. The monthly charges consist of a service charge (comprised of
several components) based on the size of the meter (paid regardiess of whether or not any water is used in
the month) and a quantitative charge per 100 cubic feet (approximately 748 gallons) of water delivered.
The following table sets forth the basic fixed charges (both one-time and monthly charges) in effect as of
June 30, 2015:

Hi-Desert Water District
Schedule of Fixed Rates and Charges
Calendar Year [2015][2016]
(Applies to Single-Family Residence, Commercial and Public Entities)

Service Acquisition
Meter Installation of Service Water Pipeline Recharge
Size Charge " Charge Services Surcharge ®  Surcharge @ Monthly
(Inches) (one time) (one time) (per month) (per month) (per month) Total
5/8 x3/4 M $5,418 $11.80 $4.00 $7.50 $23.30
1 M 10,836 23.80 8.00 15.00 46.80
1-172 m 16,254 43.80 12.00 22.50 78.30
2 1 27,090 67.80 20.00 37.50 125.30
3 M 59,598 131.90 44.00 82.50 258.40
4 1) 92,106 209.90 60.00 127.50 399.40
6 M 178,794 404.10 132.00 247.50 783.60

() The charge for a new service connection is the actual cost incurred by Hi-Desert. Installation amounts vary and can range
from approximately $400 - $2,000 per connection.

@) Residential service connections containing in excess of one unit of service are billed at the 5/8 x 3/4” rate for each unit.
Mobile home parks and multifamily dwellings are counted as one unit plus 3/4 and 2/3 units, respectively, for each
additional occupied space.

Source:



Charges to residential customers also include a variable component based on their consumption of
water as follows:

Hi-Desert Water District
Schedule of Variable Charges
February 1 through January 31

Consumption Rate 2014 Charges @ 2015 Charges 2016 Charges
(100 cu. ft.) (per month) (per month) (per month)
0-4 $3.59 $3.59
5-10 5.69 5.69
11-28 6.89 6.89
29 -+ 9.08 9.08
Bulk ? 9.08 9.08

) Approximately 748 gallons.
@) Mobile home parks and multifamily dwellings are counted as 3/4 and 2/3 of a residence, respectively.
Source:

Hi-Desert also charges an annexation fee in the amount of $787 per acre when property is annexed
into its service boundaries. Costs related to water main extensions that are intended to serve a new
property or development that is not able to receive service with existing facilities are fully borne by the
customer or developer. Hi-Desert also has charges established for preliminary design and plan checks,
landscape plan checks, will serve letters, fire flow tests and facility inspections.

Board of Directors and Management. Hi-Desert is governed by a five-member Board of
Directors that is elected at-large by the registered voters within the boundaries of Hi-Desert. Each Director
must be a resident of the area served by Hi-Desert. The current Board of Directors members and their
terms of office are as follows:

Term Expires Principal
Name (December) Occupation/Affiliation
Robert Stadum, President 2016 Local Businessman
Sheldon Hough, Vice President 2018 Local Businessman
Roger Mayes 2018 Local Businessman
Sarann Graham 2016 Local Businesswoman
Dan Munsey 2018 Local Businessman/Fire Chief

Edward Muzik, General Manager. Mr. Muzik began his career at Hi-Desert in December 2002 as
the Chief Financial Officer and was promoted to the position of General Manager in June 2007. Prior to
employment with Hi-Desert, Mr. Muzik was the Director of Finance and Operations for Vicom Systems in
Fremont, California. During his tenure at Vicom Systems, he transitioned the company from a sole
manufacturer of digital equipment to a software company providing multiple solutions to effectively
manage open data storage systems. Key customers during his employment included IBM, Hewlett-
Packard, Sun Microsystems and Compaq Computers. Earlier in his career, Mr. Muzik worked for Ashford
Development, a residential development company in San Jose, California, and S&C Electric, a
manufacturer of high-voltage electric transmission equipment in Chicago, Illinois.

2 Bulk water is typically used for construction and land development purposes and is billed at the 29 - + unit rate.
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Mr. Muzik holds a Bachelor of Science in Accounting from the University of Illinois. Mr. Muzik
is a Licensed California Real Estate Broker, a member of the California Society of CPAs and a member of
the California Society of Municipal Finance Officers. Mr. Muzik has been a member of the Colorado
Regional Water Quality Control Board since 2007.

Mark Ban, Assistant General Manager. For over 20 years, Mr, Ban has developed an extensive
career in water/wastewater, both in the private sector and at Hi-Desert. Over his 17-year tenure at Hi-
Desert, Mr. Ban has held every operation’s position at Hi-Desert, including working on the Capital
Watermain Replacement Program and holding positions that ensure Hi-Desert meets its state and federal
regulatory requirements. This experience, along with his numerous certifications, have contributed to
his institutional knowledge; a valuable asset when serving as an Assistant General Manager that
oversees day-to-day operations. Mr. Ban also serves as Hi-Desert’s internal project manager for the Hi-
Desert’s Wastewater Reclamation Project.

As of June 30, 2016, Hi-Desert had a total of 36 employees, including 25 field personnel and 11
office personnel.

Service Area. The service area of Hi-Desert covers more than 57 square miles of territory,
contiguous to State Highway 62 and State Highway 247 within the south central high-desert area of San
Bernardino County (the “County™), located approximately 60 miles east of the City of San Bernardino
between unincorporated areas of the County known as Joshua Tree and Morongo Valley. The area is
bounded by the San Bernardino Mountains to the south and more unincorporated area of the County
known as Yucca Mesa to the north. The population served by Hi-Desert is approximately 25,000.

In August 1990, pursuant to an order of the San Bernardino Superior Court issued in connection
with the Court’s supervision of the Warren Valley Basin, a moratorium was imposed on new service
connections. Growth in the number of connections prior to the moratorium was approximately 2% per
year. In June 1991, on the basis of the implementation of the Morongo Basin Pipeline project and the
agreement with the Bighorn-Desert View allowing Hi-Desert to purchase water over a five-year period
(see the information contained under the caption “ — Sources of Water Supply” below), the Court lifted its
moratorium on service connections but maintained a restriction on Hi-Desert’s growth in water
consumption to 2%. The water consumption restriction was lifted due to a Hi-Desert policy that set forth
a progressive growth limitation based upon the amount of water Hi-Desert maintained within its
reserves. The policy states that, when water reserves fall below five (5) years of supply, then growth
shall be limited to a rate of 2% per year. This is followed by a 1% and 0% limitation should reserves fall
below four (4) and (3) years, respectively. Hi-Desert has experienced, on average, a 1% growth rate
since the original moratorium was lifted.
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Hi-Desert Annual Water Production
(millions of gallons)

Historical Projected *

Fiscal Year Production Fiscal Year Production
2010-11 3,002 2015-16 2,952
2011-12 3,004 2016-17 2,977
2012-13 3,046 2017-18 3,001
2013-14 2,984 2018-19 3,026
2014-15 2,928 2019-20 3,051

Average daily demand in Fiscal Year 2014-15 was 2.6 million gallons. Peak daily demand in
Fiscal Year 2014-15 was 3.6 million gallons. Hi-Desert has experienced the decline in water usage
shown above due to its aggressive implementation of strict water use restrictions which was more
acutely enforced due to Governor Brown’s statewide water conservation goals. The projected increases
in water usage are in line with expected population growth of .825%, as forecasted by Beacon
Economics for both the Hi-Desert’s and the Agency’s most current Urban Water Management plans.

Customer Base. The customer base is predominantly residential (including multifamily
residential), which constitutes approximately 95% of Hi-Desert’s customer base and consumes
approximately 82% of the water produced annually by Hi-Desert. There are currently approximately
10,512 connections in place within the fifty-seven (57) square-mile service area. A breakdown of
customers by class is set forth below.

Hi-Desert Customers by Class

Number of
Type of Active

Customer Customers
Residential 9,587
Commercial 447
Multifamily 273
Public Services 64
Irrigation 91
TOTAL 10,507

3 Projections made using Department of Finance (Beacon Economics, 2015) information.
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The following table sets forth the number of active and newly installed connections, total water
sales and collection experience over the past three years.

Hi-Desert
Water Connections and Sales

Water Connections Water Sale
Active Water New Meters  Gallons Amount Collection
Fiscal Year Connections Installed (Millions) Billed Collections Percentage
2015-16
2014-15 10,507 25 954.7 $5,538,428  $5,495,228 99.22%
2013-14 10,479 28 972.2 5,768,153 5,723,161 99.22
2012-13 10,466 15 992.4 5,852,385 5,789,764 98.93

The [nine/ten] largest water users and their usage for Fiscal Year 2014-15 are as follows:

Hi-Desert
[Nine/Ten] Largest Water Users

Consumption Revenues
Water
Customer Consumed Percent Dollars Percentage

Morongo Unified School District 20,775 1.96% $ %
Brehm Basin Wide Foundation 8,999 0.85
Caritas Corporation 7,826 0.74
Town of Yucca Valley 6,750 0.64
County Club Mobile Home Park 6,593 0.62
Apache MHP Association 6,413 0.60
Walmart Stores 6,378 0.60
Sky Harbor Care Center 5,227 0.49
Tri-Valley Little League 4,705 0.44

TOTAL 73,706 6.95% $ %

TOTAL WATER CONSUMED (HCF) 1,060,296 100.00%

Age and Condition of Facilities. Hi-Desert currently owns approximately 300 miles of water
mains, ranging in size from 2-1/2 inches to 12 inches, 12 active water wells capable of producing up to
6,500 gallons of water per minute and storage facilities consisting of 16 tanks from 150,000 to 2,250,000
gallons in capacity with a total storage capacity of 13.18 million gallons. The wells, boosters, pumps and
transmission mains owned by Hi-Desert range in age from one to fifty years old with an average age of
between 15 and 20 years for the majority of the system. Hi-Desert maintains two offices, its
administration and customer service office, and its operations office and main warehouse. The
administrative office was built in the late 1980’s and houses Hi-Desert’s office staff and small inventory.
The operations office building was constructed in 1976 with improvements made in 1980. The main
warehouse is 30 years old and was expanded in 1981. All buildings and equipment are constantly
maintained and are in excellent condition.
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Hi-Desert expects to spend $6.5 million of its funds over the next five years on normal repair and
replacement of its facilities. Hi-Desert has experienced line loss of approximately 3% to 4%, which
management considers within acceptable levels.

Sources of Water Supply. The principal sources of water supply for Hi-Desert are groundwater
pumped from 12 wells. 11 of these wells are installed within the Warren Subbasin with one well
installed within the Ames Basin. Groundwater surface elevations within the Warren Subbasin range
from 175 feet below land surface (“bls™) to 265 feet bls and are approximately 295 feet bls within the
single well installed within the Ames Basin. The Warren Valley Basin first became overdrafted in 1977,
i.e.,, more water was taken from the Warren Valley Basin than was being replenished naturally.
Hydrologic projections estimate that there are a total of 96,187 acre-feet of water extractable from the
Warren Basin, which would provide approximately a 38-year supply of water without replenishment
from the Morongo Basin Pipeline. In addition, Hi-Desert is allocated 703 acre-feet per year from within
the Ames Basin to provide water to customers residing within the unincorporated portion of the Hi-
Desert service area known as “Yucca Mesa.” As growth occurs in Yucca Mesa, Hi-Desert is aliowed to
pump an additional 1/2 acre-foot per year for each additional household.

When water is received through the Morongo Basin Pipeline, it is recharged into the Warren
Valley Basin. This is accomplished through three groundwater recharge facilities with a combined
surface area of approximately 13 acres and an average depth of 6 feet. Also, the Agency has the ability
to pre-store State Water Project water for Hi-Desert’s future use in the Warren Valley Basin through a
conjunctive use agreement between Hi-Desert and the Agency. Approximately 11,500 acre-feet of state
water has been banked within the aquifer for future use in case drought conditions cause allocations of
water to be reduced. This allows Hi-Desert to utilize this banked water to meet annual demands without
adversely affecting the aquifer.

Wastewater Reclamation Project. The California Regional Water Quality Control Board
(“CRWQCB”) has placed a septic discharge prohibition on properties within Hi-Desert’s service
boundary. Hi-Desert has assumed the responsibility of constructing the area’s first centralized sewer
system and treatment facility, known as the Wastewater Reclamation Project (the “Sewer Project”).
The purpose of this project is to assist property owners with meeting compliance standards set forth by
the prohibition and to protect local supplies for the future.

The Sewer Project is comprised of three phases identified by the CRWQCB. Properties located
in these phases are deemed responsible for contaminating the Warren Valley Basin with nitrates as a
result of prolonged use of septic systems. These properties must connect to the system once it is
complete, by the following prohibition dates: Phase 1: June 30, 2021, and Phases 2 and 3: December 31,
2025. Currently, Hi-Desert is working towards completing Phase 1 of the Sewer Project, with Phase 2
and 3 to follow accordingly.

On May 13, 2015, property owners approved the formation of Assessment District 2014-1.
This 30-year assessment secured a loan from the Clean Water State Revolving Fund to begin design and
construction of Phase 1 of the Sewer Project. This $142,349,314, 1% interest loan allows property
owners in Phases 1, 2 and 3 to finance their shared cost of constructing Phase 1 through their property
tax bills.

As part of completing Phase 1 of the Sewer Project, Hi-Desert is in the process of installing 75
miles of pipe for a gravity-based collection system, constructing three pump stations and preparing to
build a new 1 million gallon per day Wastewater Treatment and Reclamation Facility. Once these
components are completed, Phase 1 property owners will then connect to the system and abandon
existing septic systems to comply with the prohibition. During this three-year construction process, Hi-
Desert will begin working on the formation of an additional assessment district to secure another State
Revolving Fund loan to begin designing and constructing Phase 2 and 3 of the Sewer Project. The

A-8



anticipated completion date of the centralized sewer system for all three phases will be in 2025,

Capital Replacement Program. In Fiscal Year 1995-96, Hi-Desert began replacing old steel
water mains within its distribution system using in-house manpower and equipment to improve water
quality aesthetics and reduce leaks. Over 500,000 linear feet of water mains have been replaced with
larger diameter (mostly 8”) poly vinyl chloride pipe. New valves, service lines and fire hydrants are
also installed as part of the annual projects. Recently, Hi-Desert received a $7.2 million grant from the
Department of Water Resources Proposition 84 Drought Round funding. The grant will assist with
replacing 124,000 linear feet of steel water mains within the Phase 1 boundary of the Sewer Project.
Hi-Desert budgets, on average, approximately $1.3 million dollars per annum for water main
replacement.

Treatment Technology. Hi-Desert owns nine on-site sodium hypochlorite generators which are
used to provide wellhead disinfection. Hi-Desert also operates two approved blending facilities that are
capable of blending nitrate and arsenic levels to a concentration below the Sate’s maximum contaminant
level. All water is routinely tested by Edward S. Babcock and Sons Laboratory in Riverside, California.

Emergency Preparedness. [Review/update: During the 1992 Landers Earthquake, Hi-Desert
suffered damage to its water distribution system primarily due to the fact that surface
displacement, both lateral (up to 8 feet) and vertical (up to one foot), were [were not] experienced along
known [and unknown faults] that trend generally in a north/south direction across the entire Hi-Desert
service territory. [If applicable: Essentially, water lines were severed or compressed wherever the water
line crossed the fault. Hi-Desert [did][did not] lose water tank during the shaking. [Emergency aid
came from water agencies within the Inland Empire and the water system resumed full operations within
about __ weeks. During that time, residents were provided bottled water for consumption purposes.]

[Hi-Desert’s emergency preparedness program consists of continued education of all staff in the
National Incident Management System and Standardized Emergency Management System training. Hi-
Desert is also an active member of a local preparedness group called Emergency Response Network of the
Inland Empire and a member of CalWARN, a water and wastewater emergency response network.]

Historical Financial Information. The accounting practices of Hi-Desert conform to generally
accepted accounting principles as applicable to governmental organizations. Hi-Desert utilizes the accrual
basis method of accounting.

The following is a summary statement of revenues and expenses of Hi-Desert for each of the past
[five fiscal years ended June 30/four audited fiscal years ended June 30 and unaudited fiscal year ended
June 30, 2016]. Hi-Desert’s financial statements for the years ended June 30, 2014, and 2015, are attached
hereto in APPENDIX D, together with the report of the independent auditors relating thereto. This
summary should be read in conjunction with those audited financial statements and related notes thereto.
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HI-DESERT WATER DISTRICT
SUMMARY OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
FISCAL YEARS ENDED JUNE 30, 2011 THROUGH 2015

[Unaudited are available |

2011 2012 2013 2014 2015
OPERATING REVENUES:
Water consumption sales $5,399,333 $5,852,385 $5,852,385 $6,229,153 $5,538,428
Readiness-to-serve fees 1,564,094 1,721,526 1,721,526 1,738,905 1,762,154
Other charges 321, 969 301,912 301.912 302.574 316.337
Total Operating Revenue $7,285,396 $7,875,823 $7.875,823 $8,270,632 $7,616,919
NONOPERATING REVENUE
Property taxes and assessments $1,317,622 $1,292,775 $1,354,043 $1,338.163 $1,393.362
Interest earnings 14,413 14,148 11,846 53,148 57,118
Capital surcharge 584,509 893,895 1,013,458 1,019,310 1,033,544
Morongo Basin Project surcharge 521,250 517,716 528,887 532,424 539,748
Other non-operating revenues, net 34.359 40.379 139.952 38.125 90.976
Total Non-Operating Revenues, Net $1,684,183 $928,371 $3,048,186 $2,981,170 $3,114,748
CAPITAL CONTRIBUTIONS
Grant revenue $172,948 $565,727 $1,393,934 $2,199,518 $2,274,933
Meter sales and installations 45.485 121.596 178.971 298.480 233,515
Total capital contributions $218.433 $687.323 $1.572.905 $2.497.998 $2.508.448
TOTAL REVENUES $ $12.496.914 $13.749.800 $13.240.115
OPERATING EXPENSES:
Source of supply $2,011,908 $532,350 $1,446,300 $454,950 $1,070,190
Pumping and water treatment 1,825,921 1,564,708 1,469,160 1,536,227 1,772,996
Transmission and distribution 1,052,585 925,133 933,629 983,161 1,092,276
Customer accounts 535,455 551,548 273,606 231,935 174,430
Wastewater operations 116,993 1,084,190 1,924,239 2,299,821 2,263,818
General and administrative 2,293,597 2.495.464 2.352.313 2.198.660 2.554.836
Total Operating Expenses $7.836.459 $7.153,393 $8.399.247 $7.704.754 $8.928.546
Non-operating expenses:
Lease payment — Morongo Basin
Project ($527,290) ($524,958) $513,073 $480,021 $480,187
CalPERS Side-Fund expense -0- (1,062,304) -0- -0- -0-
Interest expense — long-term debt (260,680) (243,280) 284,330 257,853 139,733
Other non-operating expense 34.359 40,379 141.789 3.631 31.337
Total non-operating expenses ($753.611) ($1.790.163) $939.192 $741.505 $651.257
TOTAL EXPENSES $9,520,642 $8.081,764 $9.338.439 $8.446.259 $9,579.803

Note: Extracted from Financial Statements for the Fiscal Years ended June 30, [2011] through 20135, audited by Charles Z. Fedak &
Brown LLP, Certified Public Accountants. The notes accompanying the audited financial statements are an integral part thereof. See
APPENDIX D for the complete Comprehensive Annual Financial Report for the Fiscal Years ended June 30, 2015 and 2014.
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JOSHUA BASIN WATER DISTRICT

General. The Joshua Basin Water District (“Joshua Basin™) was formed in January 1963 as a
county water district under the provisions of the Municipal Water District Act of 1911 to finance,
construct, operate and maintain a water system to serve properties within its jurisdiction. Joshua Basin
was formed by purchasing seven small independent water districts. In 1966, Improvement District #1 was
formed and bonds in the amount of $450,000 were issued to finance the installation of mainlines in the
area. In 1974, Improvement District #2 was formed to finance consolidation of district pipelines and to
extend service to additional areas.

The address of Joshua Basin is 61750 Chollita Road, P.O. Box 675, Joshua Tree, California
92252 and the telephone number is (760) 366-8438. See APPENDIX D for a copy of the most recent
audited annual financial report of Joshua Basin.

Outstanding Debt. In March 1996, Joshua Basin authorized the issuance of $4,551,389 in
Copper Mountain Mesa Limited Obligation Bonds (“Limited Obligation Improvement Bonds™) which
are payable solely from and secured solely by [confirm: assessments levied to pay the Limited
Obligation Improvement Bonds and certain amounts held by Joshua Basin. The bonds bear interest at
4.5% per annum and principal and/or the applicable interest are payable on March 2 and September 2 of
each year. At June 30, 2016, $3,179,000 of the Limited Obligation Improvement Bonds remained
outstanding. Joshua Basin has never defaulted in the payment of its debt obligations.

Employee Retirement Provisions. Joshua Basin’s employees are enrolled in one of two CalPERS
retirement programs. All new employees, not previously enrolled in a CalPERS or equivalent reciprocal plan,
are automatically enrolled in the PEPRA Plan (Public Employee’s Pension Reform Act of 2013) (hire date on
or after January 1, 2013) defined as “2% @ 62”. Under this plan the employee contributes 100% of their
share and Joshua Basin contributes 100% of their share. For Fiscal Year 2015-16, the shares were 6.5% for
the employee contribution rate and 6.73% for the employer contribution rates, respectively. Employees hired
prior to January 1, 2013, are enrolled in the CalPERS Classic Plan defined as “2% @ 55”. Under this plan the
employee pays 100% of their share equal to 7% and the employer contributes a share equal to 9.353%.
Contribution rates for the employees and for the employer are subject to change from time to time as
determined by CalPERS. CalPERS employer contribution rates for Fiscal Year 2016-17 will increase to
9.558% for Classic Plan employees and 6.93% for PEPRA Plan employees. There is no change to employee
contribution rates (6.5% for PEPRA and 7% for Classic).

Joshua Basin contributed $146,314 for its share in Fiscal Year 2014-15 and $122,294 for its share in
Fiscal Year 2015-16. As of the fiscal year ended June 30, 2015, Joshua Basin reported net pension liabilities
for its proportionate share of the net pension liability of $288,403. Information regarding Joshua Basin’s
estimated proportionate share of the net pension liability for the fiscal year ended June 30, 2016 is not yet
available from CalPERS.

Other Post-Employment Benefits Plan Description. Joshua Basin does not provide other post-
employment benefits (“OPEB”) to employees who retire from Joshua Basin.

Anticipated Projects. In 2014, Joshua Basin extended the Morongo Basin Pipeline from Yucca
Valley to Joshua Tree and constructed a recharge pond at the terminus. This enables Joshua Basin to receive
water from the State Water Project through the Agency.

Joshua Basin approved its first Capital Improvement Plan in 2015, identifying improvement
projects over the next 30 years, including mainlines, reservoirs, boosters, pumps and buildings. A new
rate study will need to be conducted, and is budgeted for late 2016 or early 2017, to develop financing for
the projects.



Rate-Setting Authority. Subject to Proposition 218, Joshua Basin’s Board of Directors has full and
independent power to establish revenue levels and rate schedules for all water service provided by Joshua
Basin, and rate changes are not subject to administrative or regulatory review. Joshua Basin is not subject to
retail rate regulation by any State or federal regulatory body and is empowered to set retail rates effective at
any time. Rates and charges of Joshua Basin are fixed by its Board of Directors based on a cost-of-service
methodology. Water rates are being increased each January through 2018 in accordance with a multi-year
rate study adopted in 2014.

Rates and Charges. The Board of Directors of Joshua Basin has established rates and charges for
water service to its customers consisting of a basic monthly fee for maintaining a service connection based
on the size of the meter and on quantitative charges per 100 cubic feet of water delivered. The basic
monthly fee for water service is calculated as follows:

Joshua Basin
Schedule of Basic Rates for Water Service

for Calendar Year 2016
[Review whether rates are adopted for 2017 and 2018 also]
Meter Size Flow Rate
(inches) (gallons per minute) Ratio Rate
3/4 30 1.00 $25.29
1 50 1.67 25.29
1-1/2 100 2.00 84.30
2 160 5.33 134.88
3 320 10.67 252.90

MONTHLY WATER FLOW CHARGES

Consumption Rate
Amount 3/4” and 1” Meters Per ccf

0-5 ccf $2.75

6.-10 ccf 3.20

11-20 ccf 3.65

21 +ccf 4.10

1-1/2,” 2” and 3” Meters 343

The basic monthly fee for meters larger than three inches will be calculated based on the ratio of
the flow rate of the meter to the base rate of thirty gallons per minute. Joshua Basin currently imposes an
annual water availability (standby) charge of $30-60 per parcel when parcels are 1.25 acres and less, and a
charge of $1-$30 per acre when parcels are larger than 1.25 acres, depending on distance from pipelines
and whether parcels have water meters.

Revenues for Agreement Payments. Joshua Basin generates revenues to make payments under its
Agreement from the monthly service charges and water availability charges.

Board of Directors and Management. Joshua Basin is governed by a five-member Board of
Directors that is elected by the voters within the Joshua Basin boundaries. Each director must be a resident
of the area served by Joshua Basin. The current Board members, their terms of office and occupations or
affiliations, are as follows:



Term Expires Principal

Name (December) Occupation/Affiliation
Victoria Fuller, President 2018 Retired
Mickey Luckman, Vice President 2016 Retired
Robert Johnson 2016 Retired
Michael Reynolds 2016 Plumbing Contractor
Rebecca Unger 2018 Retired

Curt Sauer, General Manager of Joshua Basin since February, 2014. Mr. Sauer received his
Bachelor of Science Degree from Colorado State University in 1971, Mr. Sauer served 35 years in federal
service, as chief ranger at Olympic National Park, manager for the Lake Chelan National Recreation Area,
which is part of North Cascades National Park, park ranger at Grand Canyon and Rocky Mountain national
parks, with the last seven years as Joshua Tree National Park Superintendent. He served as the Department
of Interior agency liaison and Incident Commander on the BP Oil Spill in 2010.

Susan Greer, Assistant General Manager/Controller of Joshua Basin, has been employed by
Joshua Basin for 28 years, since January, 1988, and manages Joshua Basin’s financial, customer service
and administrative functions. She has a degree in Economics.

Seth Zielke, Director of Water Resources & Operations of Joshua Basin, has been employed by
Joshua Basin since August 2015. He has a degree in Organizational Leadership and more than 13 years’
experience in the water industry, including retail and wholesale public and private agencies. He has a
Water Distribution Grade V certification and a Water Treatment Grade 111 certification.

In addition to the three management personnel listed above, Joshua Basin has 19 employees
consisting of 8 field personnel, 7 office personnel and 4 supervisory employees.

Service Area. The service area of Joshua Basin covers approximately 96 square miles of territory
contiguous to State Highway 62 and is located 17 miles west of the City of Twentynine Palms and seven
miles east of the town of Yucca Valley. The population served by Joshua Basin is estimated to be less than
10,000, with an active customer base of 4,500. Growth from new meter installations has been almost non-
existent over the past three years, with purchases of only a few new meters each year. However, infill
meter growth, the result of property owners developing vacant land with already existing water meters, has
been occurring. Joshua Basin estimates that approximately 100 previously installed but inactive infill
meters have taken service over the past five years.

Joshua Basin
Annual Water Production
(in millions of gallons)

Historical Projected
Fiscal Year Production Fiscal Year Production
2013-14 540,673,811 2016-17 469,225,440
2014-15 486,617,186 2017-18 W 514,192,878
2015-16 423,868,935 2018-19 ™ 559,486,167

w  Projected by Joshua Basin management.
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Customer Base. The customer base is predominantly residential, and residential usage constitutes
approximately 80% of total water usage. There are currently approximately 4,500 active service
connections in place, plus another 1,000 inactive service connections that also pay a monthly service fee.
The following table sets forth the number of active and newly installed connections, total water sales and
collection experience over the past three years.

Joshua Basin
Water Connections and Sales

Water Connections Water Sales
Active New
Fiscal Water Meters Gallons Amount Collection
Year Connections Installed {Millions) Billed Collections  Percentage
2013-14 4,368 4 444,558,092 $1,495415  $1,485,436 99%
2014-15 4,423 5 413,672,424 1,545,960 1,535,162 99
2015-16 W 5,360 5 367,517,084 1,474,941 Not Avail. Not. Avail.

(M 2015-16 data reflects the recently enacted billing of approximately 900 inactive meters that pay a monthly
fee for availability of water service, but don’t use water, such as for meters on vacant land. The 2015-16
consumption and amount billed are decreased approximately $350,000 due to the State’s conservation
mandate.

Age and Condition of Facilities. Joshua Basin owns and operates approximately 321 miles of
water mains, five active water wells capable of producing up to 5,300 gallons of water per minute, storage
facilities consisting of 17 reservoirs ranging in size from 100,000 gallons to 5 million gallons in capacity
with a total capacity of 12.8 million gallons. In addition, Joshua Basin owns and operates one recharge
facility. The predominant part of the facilities are at least 40 years old.

Sources of Water Supply. Currently, the sole sources of water supply for Joshua Basin are five
groundwater wells located in both the Copper Mountain and Joshua Tree Sub-basins. Given the volume of
water in storage, it is possible that Joshua Basin could pump groundwater above natural recharge for more
than the next 25 years given current population estimates. This supply would be available in normal
hydrologic conditions, a single dry year, multiple dry years and wet years. However, Joshua Basin is
taking steps to reduce basin overdraft. Delivered State Water Project water provides some relief from
groundwater overdraft. The infrastructure to deliver Joshua Basin’s full allocation of 1,959 acre-feet per
year (“AFY™) is in place. In fact, it is possible for Joshua Basin to receive more than its allocated 1,959
AFY without the addition of any new infrastructure. In 2014, Joshua Basin began purchasing an average
of 500 AFY of imported water for groundwater recharge. Joshua Basin will use its allocation of water
from the Mojave Water Project Pipeline to reduce overdrafting of the Joshua Tree Sub-basin.

Treatment Technology. The water supply is treated with chlorine and is regularly tested under
contract with Clinical Laboratories of San Bernardino, Inc. With the exception of Hexavalent Chromium,
all of the tests to date show that mineral and chemical traces in the aquifer are far below the safe levels set
by the State Water Resources Control Board (“SWRCB”) and the United States Environmental Protection
Agency. Hexavalent Chromium, Chromium VI, regulations were changed in July 2014 for the State,
which significantly reduces the maximum contaminant level. All of Joshua Basin groundwater exceeds the
new drinking water standard. Joshua Basin is currently working with the SWRCB to develop a
compliance plan for treatment alternatives that must be implemented by January 1, 2020.
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Emergency Preparedness. During the 1992 Landers Earthquake, Joshua Basin suffered moderate
damage to its water distribution system. Joshua Basin lost two water tanks as a result of the shaking. The
majority of damage was from ruptured water lines, resulting in dozens of leaks that took several weeks to
repair, although system-wide water service was never lost. After a few days, Joshua Basin was able to
send one crew to assist other local water agencies that had experienced more significant damage.

Joshua Basin’s emergency preparedness program consists of continued education of all staff in the
National Incident Management System and Standardized Emergency Management System training.
Joshua Basin is also an active member of a local preparedness group called Emergency Response Network
of the Inland Empire and a member of CalWARN, a water and wastewater emergency response network.

Historical Financial Information. The accounting practices of Joshua Basin conform to generally
accepted accounting principles as applicable to governmental organizations. Joshua Basin uses the accrual
basis method of accounting.

The following is a summary statement of revenues and expenses of Joshua Basin for each of the
past five fiscal years ended June 30. Joshua Basin’s audited annual financial report for the fiscal years
ended June 30, 2015 and 2014, are attached hereto in APPENDIX D, together with the report of the
independent auditors relating thereto. This summary should be read in conjunction with those audited
financial statements and related notes.

The information for the fiscal year ended June 30, 2016, are unaudited but, in the opinion of
Joshua Basin’s management, reflect all adjustments (none of which was other than a normal recurring
adjustment) necessary for a fair presentation of the results of operation for such periods.]



JOSHUA BASIN WATER DISTRICT
SUMMARY OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
[Unaudited not available until mid-August]

Fiscal Years Ended June 30

2011 2012 2013 2014 2015
OPERATING REVENUES:
Water consumption sales $1.365,321 $1,448,441 $1,364,490 $1,494.804  $1,544,760
Water service charges 1,337,804 1,362,325 1,367,437 1,379,729 1,387,143
Standby service charges 1,151,131 1,302,280 1,134,335 1,178,463 1,210,582
HDMC operations revenue - - - 65,482 204,301
Other charges for services 163.062 154.390 126.266 115987 124.229
Total operating revenues $4,017,318 $4,267,436 $3,992.528 $4,234,465  $4,471,015
OPERATING EXPENSES:
Pumping, production and treatment $748,582 $841,399 $795,220 $801,107 $936,333
Transmission and distribution 484,418 433,839 524,081 651,662 763,025
Customer service 642,970 576,438 598,696 476,821 321,773
General and administrative 1,310,824 1.368.136 1,295,726 1.438.447 1.445.237
Total operating expenses $3,186,794 $3,219,812 $3,213,723 $3,368,037  $3,466,368
Operating income before depreciation expense $830,524 $1,047,624 $778,805 $866,428  $1,004,647
Depreciation expense (1.134.312)  (1.251,680)  (1.266.630)  (1.164.944) (1.255.109)
OPERATING LOSS ($303.788) (8204.056) ($487.825) ($298.516) ($250.462)
NON-OPERATING REVENUE (EXPENSE):
Property taxes $398,294 $396,283 $390,640 $388,818 $364,437
Special assessments for debt service 445,990 398,443 370,682 362,105 373,472
Investment earnings 26,136 17,713 13,459 9,751 15,692
Morongo Basin pipeline project (219,291) (219,544) (219,797) (219,696) (219,578)
Interest expense (214,538) (180,869) (164,250) (153,636) (146,802)
Amortization of debt related items (47,325) - - - -
Debt administration charges (15,816) (11,174) (9,922) (9,859) (11,172)
Property tax administration charge (1,015) (1,203) (965) (954) (622)
HDMC project — District expense - - - (75,333) (206,785)
Other non-operating expenses, net 25.040 2.325 42.142 22,314 (3.015)
Total non-operating revenue, net $397,475 $401,974 $421,989 $323,510 $165,627
Net income (loss) before capital contributions $93,687 $197,918 ($65,836) $24,994 ($84.835)
Capital contributions:
Walter capacity charges $42.829 $47.803 $121,754 $14,806 $18,957
Wastewater capacity charges 26,650 85,920 99,802 1,119,156 -
Federal capital grant 291,000
State capital grant - - 2,030,434 3,879,897 891,969
Local capital grant - MWA for recharge project 350,000 - -- 650,000 9,150
Contributed capital - HDMC project -- -- 423,952 = -
Local capital grant — HDMC project -- -- 1,868,088 609,511 -
HDMC project — return of capital project — - = (2.901.551) ==
Total capital contributions $710,479 $133,723 $4,544,030 $3,371,819 $920,076
Change in net position $804,166 $331,641 $4,478,194 $3,396,813 $835,241
NET POSITION, BEGINNING OF PERIOD $28,031,402  $28,771,783  $29,103,424  $33,581,618 $36,622,524
Prior period adjustment ($63.785) - - - --
NET POSITION, END OF PERIOD $28,771,783  $29,103,424  $33,581,618 $36,978,431 $37,457,765

Note: Extracted from Financial statements for the Fiscal Years ended June 30, 2011, 2012, 2013, 2014 audited by
Charles Z. Fedak & Company, Certified Public Accountants, and Fiscal Year 2015 audited by Fedak & Brown, LLP,
Certified Public Accountants. The notes accompanying the audited financial statements are an integral part thereof.
See APPENDIX D for the complete Annual Financial Report for the Fiscal Years ended June 30, 2015 and 2014.
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BIGHORN-DESERT VIEW WATER AGENCY

General. The Bighorn-Desert View Water Agency (“Bighorn-Desert View”) was formed through
the consolidation of the Bighorn Mountains Water Agency and the Desert View Water District, effective
July 1, 1990, pursuant to California State Assembly Bill No. 1819. Bighorn Mountains Water Agency was
created in 1969 by the Bighormn Mountains Water Agency Law (California Water Code Appendix, Chapter
112 (West)). In 2012, the Agency approached the State Legislature, through Senator Jean Fuller, to
completely modernize the enabling act. The primary revisions made to the Water Agency Law increased
transparency by updating and modernizing certain financial provisions in order to reflect then current State
law, especially with respect to the power of the Board of Directors to enact taxes and water service rates
(now regulated by Proposition 218). This process was completed through Senate Bill 246 (Fuller R-
Bakersfield) which was signed, without opposition, by Governor Brown in September 2013.

The Bighorn Mountains Water Agency water system was constructed in 1979. Desert View
Water District (“Desert View”) was organized in January 1964 (as Desert View County Water District,
subsequently changed to Desert View Water District) under the County Water District Law. The original
Desert View facilities were purchased from the Green District Development Company, Inc.

On December 15, 2015, the Local Agency Formation Commission completed proceedings
resulting in the annexation of a neighboring water agency (County Service Area 70/Zone W-1 —
Landers/Goat Mountain) and its simultaneous dissolution from the County of San Bernardino Special
Districts Department. This action was completed with less than 1 percent protest from area residents.
With an effective date or July 1, 2015, the Agency customer base grew by approximately 30 percent.

Bighorn-Desert View has twice been the awarded the “District Transparency — Certificate of
Excellence” from the California Special Districts Association (CSDA). The most recent award for the
period October 2015 to October 2017 recognizes Bighorn-Desert View’s completion of all transparency
programs requirements designed to promote transparency in our operations and governance to the public
and other stakeholders. Bighorn-Desert View was awarded the “2011 McMurchie Excellence in Safety
Award” from the Special Districts Risk Management Authority recognizing outstanding leadership for
employee loss prevention and safety programs. As of this date, Bighorn-Desert View has maintained a
record of zero lost time workplace injuries.

The address of Bighorn-Desert View is 622 South Jemez Trail, Yucca Valley, California, 92284
and the telephone number is (760) 364-2315. See APPENDIX D for a copy of the most recent
Comprehensive Annual Financial Report of Bighorn-Desert View. Fiscal Year 2014-15 was the fourth
consecutive year Bighorn-Desert View applied for and was awarded the “Certificate of Excellence in
Financial Reporting " presented by the Government Finance Officers Association (GFOA).

Outstanding Debt. The Bighorn-Desert View water system was constructed in 1979 and was
financed in part by a $1,875,000 Farmers Home Administration (now Rural Economic and Community
Development) loan at 5% with a final maturity in 2019. That loan is being repaid by an ad valorem tax,
which in the Fiscal Year 2004-05 is assessed at $0.38 per $100.00 of assessed valuation on all lands and
improvements located within the service area of Bighorn-Desert View. The principal amount of the loan
outstanding at June 30, 2015, was $385,000, which matures in 2019. In 1979, Desert View secured a
$700,000 Farmers Home Administration loan at 5% interest with a final maturity in 2020 to upgrade
facilities and replace all remaining steel water mains with concrete-coated asbestos pipe. That loan is
secured by a pledge of a special bi-monthly surcharge of $9.30 paid by customers with a service
connection served by Desert View. The principal amount of the loan outstanding at June 30, 2015, was
$177,977, which matures in 2020. Bighorn Desert View has never defaulted in the payment of any debt
service.

A-17






