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12.

Directors
Manny Fernandez

Tom Handley
Pat Kite
e BOARD MEETING AGENDA Anjali Lathi
DISTRICT Monday, September 26, 2016 Jennifer Toy
Regular Meeting - 7:00 P.M.
Officers
Union Sanitary District Paul R. Eldredge

Administration Building
5072 Benson Road
Union City, CA 94587

General Manager/
District Engineer

Karen W. Murphy
Attorney

Call to Order.

Pledge of Allegiance.

Roll Call.

Approve Minutes of the Meeting of September 12, 2016.

Monthly Operations Report for August 2016 (to be reviewed by the Budget & Finance
and Legal/Community Affairs Committees).

Written Communications.

Oral Communications.

The public may provide oral comments at regular and special Board meetings; however, whenever possible, written statements are preferred (to be received
at the Union Sanitary District office at least one working day prior to the meeting). This portion of the agenda is where a member of the public may address
and ask questions of the Board relating to any matter within the Board’s jurisdiction that is not on the agenda. If the subject relates to an agenda item, the
speaker should address the Board at the time the item is considered. Oral comments are limited to three minutes per individuals, with a maximum of 30
minutes per subject. Speaker’s cards will be available in the Boardroom and are to be completed prior to discussion.

Issuance of Union Sanitary District Wastewater Revenue Refunding Bonds, Series
2016 (to be reviewed by the Budget & Finance Committee).

Authorize the General Manager to Execute Task Order No. 2 with West Yost Associates
to Provide Engineering Services During Construction of the Sludge Degritter System
Project (to be reviewed by the Engineering & Information Technology Committee).

Check Register.

Return on Investment for Expanding Trenchless Repair Capabilities (to be reviewed by
the Budget & Finance Committee).

Committee Meeting Reports. (No Board action is taken at Committee meetings):
a. Budget & Finance Committee — Thursday, September 22, 2016, at 11:45 a.m.

e Director Handley and Director Lathi
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b. Legal/Community Affairs Committee — Thursday, September 22, 2016, at 12:30 p.m.
e Director Handley and Director Lathi
c¢. Engineering and Information Technology Committee — Friday, September 23, 2016, at 9:30 a.m.
e Director Kite and Director Toy
Legislative Committee — will not meet.
Personnel Committee — will not meet.
Audit Committee — will not meet.
Ad Hoc Subcommittee for Communications Strategy.

@ ~0oa

13. General Manager’s Report. (Information on recent issues of interest to the Board).

14. Other Business:
a. Comments and questions. Directors can share information relating to District
business and are welcome to request information from staff.
b. Scheduling matters for future consideration.

15. Adjournment — The Board will adjourn to a Special Meeting in the Alvarado
Conference Room on Monday, October 3, 2016, at 6:00 p.m.

16. Adjournment — The Board will then adjourn to the next Regular Meeting in the
Boardroom on Monday, October 10, 2016, at 7:00 p.m.

The Public may provide oral comments at regular and special Board meetings; however, whenever possible, written statements are preferred (to be received at the Union Sanitary
District at least one working day prior to the meeting).

If the subject relates to an agenda item, the speaker should address the Board at the time the item is considered. If the subject is within the Board’s jurisdiction but not on the agenda,
the speaker will be heard at the time “Oral Communications” is calendared. Oral comments are limited to three minutes per individual, with a maximum of 30 minutes per subject.
Speaker’s cards will be available in the Boardroom and are to be completed prior to discussion of the agenda item.

The facilities at the District Offices are wheelchair accessible. Any attendee requiring special accommodations at the meeting should contact the General Manager’s office at (510)
477-7503 at least 24 hours in advance of the meeting.

[ THE PUBLIC IS INVITED TO ATTEND |




Directors
Manny Fernandez

Tom Handley
Pat Kite
UNION Anja!i Lathi
g*l‘s“T';fg?r"’ Jennifer Toy
BUDGET & FINANCE COMMITTEE MEETING ,
Officers

Committee Members: Director Handley and Director Lathi  payi R, Eldredge
General Manager/
AGENDA District Engineer
Thursday, September 22, 2016

Karen W. Murphy
11:45 A.M.

Attorney

Alvarado Conference Room
5072 Benson Road
Union City, CA 94587

1. Callto Order

2. Roll Call

3. Public Comment

4. Items to be reviewed for the Board meeting of September 26, 2016:
e Monthly Operations Report — Financial Reports
e Issuance of Union Sanitary District Wastewater Revenue Refunding Bonds, Series
2016
e Return on Investment for Expanding Trenchless Repair Capabilities

5. Adjournment

Items reviewed at committee meetings will be included in the agenda packet for the upcoming Board meeting. No action will be taken at committee meetings.

The Public may provide oral comments at regular and special Board meetings; however, whenever possible, written statements are preferred (to be received at the Union Sanitary
District at least one working day prior to the meeting).

If the subject relates to an agenda item, the speaker should address the Board at the time the item is considered. If the subject is within the Board’s jurisdiction but not on the agenda,
the speaker will be heard at the time “Public Comment” is calendared. Oral comments are limited to three minutes per individual, with a maximum of 30 minutes per subject.
Speaker’s cards will be available and are to be completed prior to discussion of the agenda item.

The facilities at the District Offices are wheelchair accessible. Any attendee requiring special accommodations at the meeting should contact the General Manager’s office at (510)
477-7503 at least 24 hours in advance of the meeting.

|| THE PUBLIC IS INVITED TO ATTEND
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Directors
Manny Fernandez

Tom Handley
Pat Kite
UNION Anja!i Lathi
el Jennifer Toy
LEGAL/COMMUNITY AFFAIRS COMMITTEE MEETING Officers

Committee Members: Director Handley and Director Lathi  payi R, Eldredge
General Manager/
AGENDA District Engineer
Thursday, September 22, 2016

Karen W. Murphy
12:30 P.M.

Attorney

Alvarado Conference Room
5072 Benson Road
Union City, CA 94587

1. Callto Order

2. Roll Call

3. Public Comment

4, Items to be reviewed for the Board meeting of September 26, 2016:
e Monthly Operations Report — Odor Report and Work Group Reports

5. Adjournment

Items reviewed at committee meetings will be included in the agenda packet for the upcoming Board meeting. No action will be taken at committee meetings.

The Public may provide oral comments at regular and special Board meetings; however, whenever possible, written statements are preferred (to be received at the Union Sanitary
District at least one working day prior to the meeting).

If the subject relates to an agenda item, the speaker should address the Board at the time the item is considered. If the subject is within the Board’s jurisdiction but not on the agenda,
the speaker will be heard at the time “Public Comment” is calendared. Oral comments are limited to three minutes per individual, with a maximum of 30 minutes per subject.
Speaker’s cards will be available and are to be completed prior to discussion of the agenda item.

The facilities at the District Offices are wheelchair accessible. Any attendee requiring special accommodations at the meeting should contact the General Manager’s office at (510)
477-7503 at least 24 hours in advance of the meeting.

|| THE PUBLIC IS INVITED TO ATTEND
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] Directors
S —— Manny Fernandez
Tom Handley
Pat Kite
g::ﬁ#mv Anjali Lathi
Jennifer To
BESTNICT ENGINEERING & INFORMATION TECHNOLOGY y
COMMITTEE MEETING
Committee Members: Director Kite and Director Toy Officers
Paul R. Eldredge
AGENDA Gfene.ral Malnager/
District Engineer
Friday, September 23, 2016
9:30 A.M. Karen W. Murphy

Attorney
Alvarado Conference Room

5072 Benson Road
Union City, CA 94587

THIS MEETING WILL BE TELECONFERENCED WITH DIRECTOR KITE FROM THE EXTERIOR OF
35040 NEWARK BOULEVARD, NEWARK, CALIFORNIA.
THE TELECONFERENCE LOCATION SHALL BE ACCESSIBLE TO THE PUBLIC.

1. Call to Order

2. Roll Call

3. Public Comment

4. Items to be reviewed for the Board meeting of September 26, 2016:
e Authorize the General Manager to Execute Task Order No. 2 with West Yost
Associates to Provide Engineering Services During Construction of the Sludge
Degritter System Project

5. Adjournment

Items reviewed at committee meetings will be included in the agenda packet for the upcoming Board meeting. No action will be taken at committee meetings.

The Public may provide oral comments at regular and special Board meetings; however, whenever possible, written statements are preferred (to be received at the Union Sanitary
District at least one working day prior to the meeting).

If the subject relates to an agenda item, the speaker should address the Board at the time the item is considered. If the subject is within the Board’s jurisdiction but not on the agenda,
the speaker will be heard at the time “Public Comment” is calendared. Oral comments are limited to three minutes per individual, with a maximum of 30 minutes per subject.
Speaker’s cards will be available and are to be completed prior to discussion of the agenda item.

The facilities at the District Offices are wheelchair accessible. Any attendee requiring special accommodations at the meeting should contact the General Manager’s office at (510)
477-7503 at least 24 hours in advance of the meeting.

[ THE PUBLIC IS INVITED TO ATTEND |
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MINUTES OF THE MEETING OF THE
BOARD OF DIRECTORS OF
UNION SANITARY DISTRICT

September 12, 2016

CALL TO ORDER

President Handley called the meeting to order at 7:00 p.m.

PLEDGE OF ALLEGIANCE

ROLL CALL

PRESENT: Tom Handley, President
Pat Kite, Vice President
Anjali Lathi, Secretary
Manny Fernandez, Director
Jennifer Toy, Director

STAFF: Paul Eldredge, General Manager
Karen Murphy, District Counsel
Sami Ghossain, Technical Services Manager
James Schofield, Collection Services Manager
Armando Lopez, Treatment and Disposal Services Manager
Pamela Arends-King, Business Services Manager/CFO
Chris Pachmayer, Electrical/Support Team Coach
Michael Dunning, Environmental Compliance Coach
Regina McEvoy, Assistant to the General Manager/Board Secretary

APPROVAL OF THE MINUTES OF THE SPECIAL MEETING OF AUGUST 16, 2016

It was moved by Vice President Kite, seconded by Director Fernandez, to approve the
Minutes of the Special Meeting of August 16, 2016. Motion carried unanimously.

APPROVAL OF THE MINUTES OF THE MEETING OF AUGUST 22, 2016

It was moved by Secretary Lathi, seconded by Director Toy, to approve the Minutes of
the Meeting of August 22, 2016. Motion carried unanimously.

WRITTEN COMMUNICATIONS

There were no written communications.

ORAL COMMUNICATIONS

There were no oral communications.
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REVIEW AND CONSIDER APPROVAL OF POLICY NO. 2010, INTERNAL CONTROLS

This item was reviewed by the Audit Committee. Business Services Manager/CFO
Arends-King stated one procedural change to the policy had been proposed. In the past,
journal entries greater than $10,000 were reviewed and approved by a second member
of finance staff and the approval was verified and documented monthly by the Business
Services Workgroup Manager. The proposed change would require all journal entries
prepared by accounting staff to be reviewed by the Business Services Workgroup
Manager/CFO. A redline showing proposed edits to the policy was included in the Board
meeting packet. Staff recommended the Board approve proposed edits to Policy No.
2010, Internal Controls.

It was moved by Director Fernandez, seconded by Director Toy, to Approve Policy No.
2010, Internal Controls. Motion carried unanimously.

REVIEW AND CONSIDER APPROVAL OF POLICY NO. 2025, FRAUD IN THE
WORKPLACE

This item was reviewed by the Audit Committee. Business Services Manager/CFO
Arends-King stated the only changes proposed to the policy were to eliminate redundant
wording. A redline showing proposed edits to the policy was included in the Board
meeting packet. Staff recommended the Board approve proposed edits to Policy No.
2025, Fraud in the Workplace.

It was moved by Director Toy, seconded by Secretary Lathi, to Approve Policy No. 2025,
Fraud in the Workplace. Motion carried unanimously.

AWARD THE CONSTRUCTION CONTRACT FOR THE SLUDGE DEGRITTER
SYSTEM PROJECT TO KIEWIT INFRASTRUCTURE WEST COMPANY

This item was reviewed by the Engineering and Information Technology Committee.
Technical Services Manager Ghossain stated the two existing sludge degritters receive
flow from Primary Clarifiers 1 through 6. When one of the degritters is out of service, the
other unit does not have the capacity to process all of the primary sludge flow. Staff
determined an additional degritter was needed to provide redundancy to the system. Sole
sourcing of the new Hydro International Eutek Sludge Degritting System was authorized
by the Board on May 9, 2016. There were four bids received for the Project, and Kiewet
Infrastructure West Company submitted the lowest responsive and responsible bid. Staff
recommended the Board award the construction contract, including Bid Alternate A, for
the Sludge Degritter System Project to Kiewit Infrastructure West Company.

It was moved by Vice President Kite, seconded by Director Fernandez, to Award the

Construction Contract, including Bid Alternate A, for the Sludge Degritter System Project
to Kiewit Infrastructure West Company. Motion carried unanimously.
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AUTHORIZE THE GENERAL MANAGER TO EXECUTE TASK ORDER NO. 2 WITH
RMC WATER AND ENVIRONMENT FOR THE ALVARADO BASIN MASTER PLAN
UPDATE

This item was reviewed by the Engineering and Information Technology Committee.
Technical Services Manager Ghossain stated the goal of the sewer master plan is to
develop a long-term, capital improvement program for the Alvarado Basin that will provide
adequate hydraulic capacity in the sewer system as well as address maintenance and
structural problems in sewers within the basin. The Alvarado Basin master plan was last
updated in 2008. On December 14, 2015, the Board authorized the General Manager to
execute an Agreement and Task Order No. 1 with RMC in an amount not to exceed
$89,800, for the condition assessment and wet weather monitoring portion of the master
plan update. Task Order No. 1 was completed in August 2016, and Task Order No. 2 is
now needed to conduct the capacity assessment portion of the Master Plan Update. Staff
recommended the Board authorize the General Manager to execute Task Order No. 2
with RMC for an amount not to exceed $167,880 for the Alvarado Basin Master Plan
Update — Capacity Assessment.

It was moved by Secretary Lathi, seconded by Director Toy, to Authorize the General
Manager to execute Task Order No. 2 with RMC Water and Environment for the Alvarado
Basin Master Plan Update. Motion carried unanimously.

CONSIDER A RESOLUTION TO ACCEPT A SANITARY SEWER EASEMENT AND
QUITCLAIM A PORTION OF ONE EXISTING SANITARY SEWER EASEMENT FOR
TRACT 8035 — PATTERSON RANCH, LOCATED ALONG HALF HITCH STREET
BETWEEN PASEO PADRE PARKWAY AND RANCHO DEL NORTE DRIVE IN THE
CITY OF FREMONT

This item was reviewed by the Legal/Community Affairs Committee. Technical Services
Manager Ghossain stated Fremont Pat Ranch, LLC, is constructing 266 residential units
for Tract 8035. The alignment of the existing sanitary sewer and corresponding easement
conflicts with the proposed streets and parcel layout of the development, and Fremont
Pat Ranch, LLC was required to relocate the existing sewer main and grant a new
easement to the District. Construction of the relocated sewer main has been completed
and Fremont Pat Ranch, LLC has granted the District a new easement. Staff
recommended the Board adopt a resolution to accept a sanitary sewer easement and
quitclaim a portion of one existing sanitary sewer easement for Tract 8035 — Patterson
Ranch located along Half Hitch Street between Paseo Padre Parkway and Rancho Del
Norte Drive in the City of Fremont.

It was moved by Secretary Lathi, seconded by Director Fernandez, to Adopt Resolution
No. 2787, Accepting a Sanitary Sewer Easement and Quitclaim a Portion of One EXxisting
Sanitary Sewer Easement for Tract 8035 — Patterson Ranch, Located along Half Hitch
Street between Paseo Padre Parkway and Rancho Del Norte Drive in the City of Fremont.
Motion carried unanimously.
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CONSIDER A RESOLUTION TO ACCEPT A SANITARY SEWER EASEMENT FOR
TRACT 8177 — TERRA BELLA, LOCATED NEAR THE INTERSECTION OF BEARD
ROAD AND FREMONT BOULEVARD IN THE CITY OF FREMONT

This item was reviewed by the Engineering and Information Technology Committee.
Technical Services Manager Ghossain stated Standard Pacific Corporation is
constructing 45 attached and detached single family residential units for Tract 8177.
Sanitary sewer service to the development will be provided by a new sewer main
connected to an existing sewer main. Standard Pacific Corporation has constructed the
new sewer main and granted the District an easement to provide for access,
maintenance, and service. Staff recommended the Board adopt a resolution to accept a
sanitary sewer easement for Tract 8177 — Terra Bella, located near the intersection of
Beard Road and Fremont Boulevard in the City of Fremont.

It was moved by Secretary Lathi, seconded by Director Toy, to Adopt Resolution No.
2788, Accepting a Sanitary Sewer Easement for Tract 8177 — Terra Bella, Located Near
the Intersection of Beard Road and Fremont Boulevard in the City of Fremont. Motion
carried unanimously.

INFORMATION ITEMS:

Check Reqister
All questions were answered to the Board’s satisfaction.

Report on the East Bay Dischargers Authority (EBDA) Meeting of Auqust 18, 2016
Staff prepared a desk item for this report. Hard copies of the desk item were distributed
at the meeting and will be added to the September 12, 2016, Board meeting packet.
Director Toy provided an overview of the EBDA meeting notes included in the Board
meeting packet.

California Association of Sanitation Agencies (CASA) 613t Annual Conference
General Manager Eldredge stated he attended the 615t Annual CASA Conference held in
Monterey, August 10 — 12, 2016. General Manager Eldredge provided a verbal update
regarding the sessions he attended during the conference.

Upcoming Environmental Outreach Events
Technical Services Manager Ghossain provided an overview of the following upcoming
Environmental Compliance Team outreach events:

e Saturday, September 17, 2016 — California Coastal Cleanup Day

e Sunday, September 18, 2016 — Newark Days Community Information Faire

e Saturday, October 1, 2016 — Science in the Park

COMMITTEE MEETING REPORTS:
The Audit, Legal/Community Affairs, and Engineering and Information Technology
Committees met.
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GENERAL MANAGER’S REPORT:

General Manager Eldredge reported the following:

During the Open House in May of 2015, staff met an individual by the name of
Ratinesh Prasad who expressed an interest in the District’'s team based culture.
Ratinesh interviewed General Manager Eldredge and Organizational Performance
Program Manager Brenner for a research project he completed for a Masters of
Public Administration course. Mr. Prasad will provide a presentation based on his
findings at a Board meeting in October.

Staff recently discovered illegal dumping at a District owned property located on
Stevenson Boulevard near the Fremont and Newark border. The material appears
to be construction related and covers the entire one acre property. Staff will look
into the matter and try to find out who is responsible. The property will soon be
surrounded by a fence to prevent unauthorized access.

The replacement Cogen Engine was delivered and will be installed.

OTHER BUSINESS:

There was no other business.

ADJOURNMENT:

The meeting was adjourned at 8:10 p.m. to the next scheduled Regular Board Meeting to
be held in the Boardroom on Monday, September 26, 2016, at 7:00 p.m.

SUBMITTED: ATTEST:
REGINA McEVOY ANJALI LATHI
BOARD SECRETARY SECRETARY
APPROVED:

TOM HANDLEY
PRESIDENT
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Adopted this 26™ day of September, 2016
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Karen W. Murphy

Attorney
DATE: September 20, 2016
TO: Board of Directors - Union Sanitary District
FROM: Paul R. Eldredge, General Manager/District Engineer
SUBJECT: Agenda Item No. 5 - Meeting of September 26, 2016

Information Item: Monthly Operations Report for August 2016
Background

Attached are Monthly Operations Reports for August 2016. Staff is available to answer questions
regarding information contained in the report.

Work Group Managers

General Manager/Administration Paul Eldredge GM
Business Services Pamela Arends-King ~ BS
Collection Services James Schofield CS
Technical Support Sami Ghossain TS
Treatment and Disposal Services Armando Lopez T&D
Fabrication, Maintenance, and Construction Robert Simonich FMC
ODOR COMPLAINTS:

There was one odor complaint received during the month of August from a Fremont resident.
District staff inspected manholes and storm drain inlets near the home and detected odor
readings. The structures in front of the home were cleaned and odor readings were no longer
detected. Staff will continue to monitor the structure to see if this was an isolated incident.

SAFETY:
e We did not have any safety incidents to report for the month of August.
e One employee who had been on modified duty for the past few months
remained in the same condition for the month of August.
e Almost 100% of all employees attended the ergonomics training.
e We completed the critigue meeting of the co-digestion trial project. We had

many good comments and suggestions.
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STAFFING & PERSONNEL:

Completed Recruitments:
e Kevin Landsborough, Plant Operator Il Trainee, started 8/29/16
o Alex Peterson, Plant Operator Ill Trainee, started 8/30/16
e Joel Saldana, Collection Service Worker I, started 8/29/16

Recruitments Opened:
o Collection Service Worker |, replacement for Victor Vasut’s retirement, opened 8/22/16

Other Accomplishments:
¢ Unclassified annual performance appraisals completed.
¢ Unclassified annual compensation increases completed and processed.
e  First session of 2016 USD Leadership School held 8/11/16.

G.M. ACTIVITIES: For the month of August, the GM was involved in the following:

o Attended the General Manager Performance Format, Alternative Financing, and NACWA
Leadership Course Combined Board Workshop

e Met with City of Hayward Director of Utilities & Environmental Services to discuss the
Hayward ponds

e Participated in Proofread with Perfection Webinar with Executive Team

e Attended the Annual CASA Conference in Monterey

e Attended the Website Feedback Board Workshop

¢ Met with the City Manager for the City of Union City to discuss its General Plan update

e Metwith ACWD General Manager to discuss potential coordination opportunities

G.M. Expenses Reimbursed in August
e Lodging and Travel Related Expenses (CASA)  $774.94
e Working Lunches with Directors $173.50
Total $948.44

Attachments: Odor Report and Map
Hours Worked and Leave Time by Work Group
Financial Reports
Business Services
Technical Services
Collection Services
Fabrication, Maintenance, and Construction
Treatment and Disposal Services
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ODOR REPORT
August 2016

During the recording period from August 01, 2016 through August 31, 2016, there was one odor
related service request received by the District.

City: Fremont

1. Complaint Details:

Date: 8/15/2016 Time: 10:45 am
Location: MATTOS DR Reported By: Ray Lei
Wind (from): North West Wind Speed: 4 mph
Temperature: 66 Degrees F Weather: Clear

Response and Follow-up:

We inspected USD manholes and storm drain inlet in front of the home. We did detect 2.5 H2S
odor readings. We cleaned the structures in front of the home. After structures had been
cleaned, the readings were zero and no odors were detected. We will continue to monitor the
structure to see if this was an isolated incident.
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\ Union City

Legend
Odor Complaints: August 2016
Odor found, USD resolved (1)
I Odor found, not related to USD (0)
4 No odor found (0)

1. Odor found, USD resolved

Newark
Fremont

Odor Complaints: Sep. 2015 to July 2016

/N Odor found, USD resolved (14)

1 Odor found, not related to USD (5)

#  No odor found (11)
0O 05 1
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Location of Odor Reports
September 2015 to August 2016

2 3 4 5
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HOURS WORKED AND LEAVE TIME BY WORK GROUP
June 30, 2016 through August 24, 2016
Weeks to Date: 8 out of 52 (15.4%)

At-Work Hours Per Employee Per Week
40.0

35.0

30.0
25.0

20.0
32.9 34.

GM BS FMC D TS CS All Groups

eTarget is 34

Average Annual Sick Leave Used Per Employee to Date

— H
5 8.7
gL P

GM BS FMC ™ TS cs All Groups

e Target is 47

NOTES

(1) Regular hours does not include hours worked by part-time or temporary employees.

(2) Overtime hours includes call outs.

(3) Discretionary Leave includes Vacation, HEC, Holiday, MAL, FLEX, Funeral, Jury Duty, Military, OT Banked Use,
Paid Admin., SLIP, VRIP, Holiday Banked Use leaves.

(4) Sick Leave includes sick and catastrophic sick leaves as well as protected time off, of which the District has
no discretion.

An employee using 15 vacation, 11 holiday, 2 HEC, and 5 sick days will work an average of 34.9 hours

per week over the course of a year; with 20 vacation days, 34.2 hours per week.

15 of 247



HOURS WORKED AND LEAVE TIME BY WORK GROUP

June 30, 2016 through August 24, 2016

Weeks to Date: 8 out of 52 (15.4%)

Group Average AT-WORK HOURS At-Work Hours LEAVE HOURS Average Annual Sick FY16
Number of Regular Overtime Per Employee Discretionary | Short Term | Workers Sick Leave Used Per Average At-Work Annual
Employees Q) 2) Per Week 3) Disability Comp 4) Employee To Date Number of | HoursPer | Sick Leave
Employees | Week Per Used
Employee
GM 2 521.50 16.25 34.2 116.00 - - 2.50 1.3 2 36.1 40.6
BS 22 6,085.75 - 35.2 820.50 13.03 - 120.72 55 22 35.1 21.4
FMC 23 6,151.33 118.83 34.7 1,060.67 - 68.00 79.00 3.4 22 8588 52.4
D 26 6,972.50 177.92 35.0 1,102.00 - - 105.50 4.1 25 35.4 49.9
TS 33 9,086.73 12.24 35.1 1,050.77 2.68 - 179.82 5.4 32 34.6 40.8
CS 31 7,600.75 410.00 32.9 1,474.94 143.59 - 701.22 22.6 31 35.1 55.0
All Groups 137 36,418.56 735.24 34.5 5,624.88 159.30 68.00 1,188.76 8.7 134 35.1 445
SICK LEAVE INCENTIVE PROGRAM TARGETS 234 <47

The Sick Leave Incentive Program target goals are 47 or less hours of sick leave per employee annually, and 34 or more hours of at-work time per week per employee.

NOTES

(1) Regular hours does not include hours worked by part-time or temporary employees.

(2) Overtime hours includes call outs.
(3) Discretionary Leave includes Vacation, HEC, Holiday, MAL, FLEX, Funeral, Jury Duty, Military, OT Banked Use, Paid Admin., SLIP, VRIP, Holiday Banked Use leaves.
)

(4) Sick Leave includes sick and catastrophic sick leaves, as well as protected time off, of which the District has no discretion.

An employee using 15 vacation, 11 holiday, 2 HEC, and 5 sick days will work an average of 34.9 hours per week over the course of a year;

with 20 vacation days, 34.2 hours per week.
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BUDGET AND FINANCE REPORT

FY 2017

Revenues

Capacity Fees

Sewer Service Charges

Operating

Interest

Misc. (incl. LAVWMA pymnt, solar, Cogen rebates)

Subtotal Revenues

SRF Loan Proceeds (Thickener)

Total Revenues + SRF Proceeds

Expenses

Capital Improvement Prog.

Capacity Projects

Renewal & Repl. Projects
Operating
Special Projects
Retiree Medical (Annual Required Contribution)
Vehicle & Equipment
Information Systems
Plant & Pump Station R&R
Emergency Fund (Sinkhole)
Pretreatment Fund
County Fee for Sewer Service Charge Admin.
Debt Servicing:

SRF Loans (irv.,wilw,LHH,Cdr,NPS, Sub1,Boyc,Prim Cl)

Total Expenses

Total Revenue & Proceeds less Expenses

Gross Operating Expenses by Work Group

Board of Directors

General Manager/Admin.
Business Services

Collection Services

Technical Services

Treatment & Disposal Services
Fabrication, Maint. & Construction

Total

Operating Expenses by Type

Personnel (incl D&E)

Repairs & Maintenance

Supplies & Matls (chemicals, small tools)
Outside Services (utilities, biosolids, legal)
Fixed Assets

Total
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| Year-to-date as of 8/31/16

| 17% of year elapsed

Unaudited
% of Last Year
Budget Actual Budget Rec'd Actuals 6/30/16
$8,935,000 $1,242,612 14% $7,233,337
50,404,690 13,568 0% 50,110,962
1,355,000 119,348 9% 1,233,675
475,500 111,761 24% 502,975
505,000 68,529 14% 408,913
$61,675,190 $1,555,819 3% $59,489,862
2,800,000 794,088 28% 3,385,590
$64,475,190 $2,349,907 4% $62,875,452
% of Last Year
Budget Actual Budget Used Actuals
$4,342,500 $76,216 2% $3,009,426
10,327,500 1,006,951 10% 8,494,486
34,534,533 4,752,440 14% 31,895,499
2,132,098 67,001 3% 707,526
583,771 145,943 25% 561,205
662,220 2,889 0% 341,967
1,232,100 102,347 8% 854,511
250,000 31,346 13% 272,479
0 0 0% 2,208,595
7,000 1,142 16% 29,249
106,000 0 0% 105,866
3,127,110 1,319,228 42% 3,127,110
$57,304,832 $7,505,503 13% $51,607,919
$7,170,358 ($5,155,596) $11,267,533
% of Last Year
Budget Actual Budget Used Actuals
$178,500 $16,789 9% $133,294
957,678 87,794 9% 884,051
5,275,645 698,885 13% 4,772,324
6,116,287 824,033 13% 5,873,909
5,511,940 789,278 14% 5,156,725
10,631,833 1,580,220 15% 9,506,339
5,862,650 755,442 13% 5,568,856
$34,534,533 $4,752,440 14% $31,895,499
% of Last Year
Budget Actual Budget Used Actuals
$23,888,246 $3,311,227 14% $22,107,543
2,014,100 217,508 11% 1,965,202
2,396,360 245,417 10% 2,273,252
5,996,545 950,290 16% 5,342,319
239,282 27,997 12% 207,183
$34,534,533 $4,752,440 14% $31,895,499




USD Revenues

$60,000,000
50,404,690
$50,000,000 OBudget
$40,000,000 BActual
$30,000,000
$20,000,000
$10,000,000 8,935,000
| 1,242,612 13,568 1,355,000 119348 475500 111,761 3,305,000 862,617
$0 : — 1 ’: R |
Capacity Fees Sewer Service Charges Operating Interest Misc. (incl. SRF
proceeds, LAVWMA)
Total USD Expenses
$40,000,000
34,541,533
35,000,000 -
$ OBudget
30,000,000
$ mActual
$25,000,000
$20,000,000
14,670,000
$15,000,000
$10,000,000 +—
$5.000.000 1| 4,753,582 2,132,098 583,771 662,220 1,232,100 250000 3,233,110
T 1,083,167 2,889 1,319(228
%0 _ [ 67,001 145,943 } ,_%&347} 31,346 [ o)
CIP Operating/PRTM  Spec. Proj. Retiree Med. Vehic & Equip. Info. Systems  Plant&P.S. Debt+CntyFee+Misc
Operating Expenses by Work Group
$12,000,000 TYEINER
$10,000,000 OBudget
mActual
$8,000,000
5275645  ©6:116,287 5,511,940 5,862,650
$6,000,000
$4,000,000
178,500 957,678
$2,000,000 698,885 824,033 500,220 755 42}
16,789 1 87,794 ' 789,278 442
$0 } } _-_‘__-_0_ _-_
Board GM/Admin. BS CSs TS T&D FMC
Operating Expenses by Type
$30,000,000
2 24
$25,000,000 3,888,246 OBudget
BActual
$20,000,000
$15,000,000
$10,000,000 5996545
$5,000,000 3,311,227 . 950290
2,014,100 : ;
Pl 217,508 1%-35% 245,417 239,282
$0 - ; ; ; I ; 27,997

Personnel (incl D&E) Repairs & Maintenance Operating Supplies &

Matls

Outside Services Fixed Assets
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Business Services Group
Activities Report
August 2016

The recruitment for PO IIl was completed; Bruce Gallego, Jr. was hired on 7/25/2016.

The recruitment for PO Il Trainee was completed; Kevin Landsborough was hired on 8/29/16 and
Alexander Peterson was hired on 8/30/16.

The recruitment for Collection System Worker | was completed; Joel Saldana was hired on 8/29/16.
USD received the Government Finance Officers Association (GFOA) Certificate of Achievement for
Excellence in Financial Reporting for the fiscal year ending June 30, 2015

The Organizational Performance Program Manager (OPPM) delivered TC Orientations for make up
sessions.

The OPPM attended CSDA seminar on financial controls.

The OPPM initiated FIST/MMT team merge activities; planned and facilitated 2 workshops.

The OPPM, Steering Committee member, attended the WEF Water Leadership Institute 2016 planning
meetings.

The OPPM delivered Leadership School session on leadership and social styles.

The OPPM facilitated Alt Comp Ceremony for the District.

The OPPM facilitated Collection Services Call Out Process discussion.

The OPPM prepared and presented Annul Performance Report for Board of Directors.

The OPPM planned and facilitated Co-digestion pilot for multiple groups.

The OPPM facilitated final Vactor replacement discussion and achieved consensus for Collection
Services .

The OPPM served as CWEA AC17 Education Program Team member.

Performance Measures for the USD Investment Portfolio

Average Monthly Yield

1.50%

1.25%

1.00%

0.75%

0.50% _—— — .

0.25% e

0.00%

‘3 3 % < G (] c G c Cl G c

| et | AIF === 1YT Rolling Avg Treasury == USD Yield ‘
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Portfolio Holdings Distribution by Asset Class

LAIF
19.37 %

Corporate Issues
I2.73%

Certificates of Deposit

12.59%\

Treasury
5.33%

CAMP
0.02% 0 ——
___Agencies
— T 39.96%
Portfolio Holdings Distribution by Maturity Range
2-3Years 3-4 Years
4.45% 14.84%

1-2 Years
11.07 %

4-5 Years
18.64 %

%-12 Months
3.84 %

6-9 Months
8.96 % T

3-6 Months — __ 0-1Month
7.40% — 19.82 %

1-3Months
5.99%

Maturity Face YTM @ Days To ‘ % of Duration To
Range Amount/Shares Cost Cost Value Maturity Portfolio | Market Value Book Value Maturity
0-1 Month 11,159,334.15 0.553(11,159,150.40 1 19.82|11,159,342.09|11,159,324.02 0.00
1-3 Months 3,355,000.00 0.800| 3,374,304.00 72 5.99| 3,357,699.87| 3,357,348.55 0.20
3-6 Months 4,061,000.00 0.848| 4,164,264.35 155 7.40| 4,081,974.32| 4,086,146.78 0.42
6-9 Months 5,038,000.00 0.888| 5,044,882.77 220 8.96| 5,045,522.02( 5,044,688.19 0.60
9-12 Months 4,966,000.00 0.951| 4,979,399.00 337 8.84| 4,967,579.43| 4,973,616.85 0.92
1-2 Years 6,226,000.00 1.021| 6,232,130.00 504 11.07| 6,232,253.88| 6,229,998.12 1.37
2-3 Years 2,498,000.00 1.343| 2,503,370.00 1001 4.45| 2,513,978.69( 2,502,598.21 2.69
3-4 Years 8,160,000.00 1.851| 8,356,901.85 1307 14.84| 8,369,223.20| 8,342,995.87 3.46
4-5 Years 10,500,000.00 1.945|10,494,500.00 1684 18.6410,497,115.00| 10,494,739.26 4.46
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Union Sanitary District
Board Report - Holdings
Report Format: By Transaction
Group By: Asset Class
Portfolio/Report Group: All Portfolios

As of 8/31/2016

Credit

Rating Settlement Face Coupon YTM @ Next Call Maturity % of
Description CUSIP/Ticker 1 Date Amount/Shares Cost Value Rate Market Value Cost Date Date Portfolio
Agencies
FFCB 1.17 Moodys-
cie/pon0.1y  3133EF7LS P 5/16/2016 1,000,000.00 1,000,000.00  1.170 999,560.00 1.170 5/16/2017 5/16/2019 1.78
FFCB 1.3 Moodys-
11/95/5019.16 S133EGBKO 5/25/2016 1,000,000.00 997,950.00  1.300 998,680.00 1.360 11/25/2016 11/25/2019 1.77
FFCB 1.58 Moodys-
0/19/5020.16 3133EF2A4 O 4/13/2016 1,000,000.00 1,000,000.00  1.580 1,000,120.00 1.580 10/13/2016 10/13/2020 1.78
FPCB 1.59 3133EFR25  MOOdYs-  5,55/5016 1,000,000.00 1,000,000.00  1.590 1,002,530.00 1.590 3/23/2017 3/23/2020 1.78
3/23/2020-17 Aaa
FPCB 1.7 3133EF5T0 Moodys- 5/3/2016 1,000,000.00 1,000,000.00  1.700 1,001,320.00 1.700  5/3/2017  5/3/2021 1.78
5/3/2021-17 Aaa
FHLB 0.625 3130A3370  MOOUYS- 151672015 1,000,000.00 999,000.00  0.625 1,000,570.00 0.732 11/23/2016 1.77
11/23/2016 Aaa
FHLB 0.8 Moodys-
/172017 3130A4Q54 9 3/27/2015 1,000,000.00 1,001,690.00  0.800 1,001,080.00 0.720 5/17/2017 1.78
FHLB 0.9 3130A5KH1  MOodys- o 5500015 1,000,000.00 1,001,140.00  0.900 1,001,100.00 0.847 9/28/2017 1.78
9/28/2017 Aaa
FHLB Step 3130A7EG6  MOOWYS-  3/15/5016 1,000,000.00 1,000,000.00  1.000 1,000,030.00 2.216 9/15/2016 3/15/2021 1.78
3/15/2021-16 Aaa
FHLB Step 3130A7PRO Moodys- /5872016 1,000,000.00 1,000,000.00  1.000 999,430.00 2.114 10/28/2016 4/28/2021 1.78
4/28/2021-16 Aaa
FHLB Step Moodys-
w/26/001.16  3130A7QX6  1O° 4/28/2016 1,000,000.00 1,000,000.00  1.250 1,000,060.00 2.021 10/28/2016 4/28/2021 1.78
FHLMC 0.8 3134G8L49  MOOdys- 5 55/5016 1,000,000.00 1,000,000.00  0.800 1,000,510.00 0.800 11/25/2016 8/25/2017 1.78
8/25/2017-16 Aaa
FHLMC 1 3134G3zH6  MOOWYS- /5470015 1,000,000.00 1,004,540.00  1.000 1,002,590.00 0.780 7/25/2017 1.78
7/25/2017 Aaa
FHLMC 1.25 Moodys-
0/28/2019.17 318468XQ7 1 4/28/2016 1,000,000.00 1,000,000.00  1.250 1,000,420.00 1.250 4/28/2017 10/28/2019 1.78
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Credit

Rating Settlement Face Coupon YTM @ Next Call Maturity %o of
Description CUSIP/Ticker 1 Date Amount/Shares Cost Value Rate Market Value Cost Date Date Portfolio
FHLMC Step 3134G8ST7  Moodys-  3/30/2016 1,000,000.00 1,000,000.00  1.000 1,001,670.00 1.744 3/30/2017 3/30/2020 1.78
3/30/2020-17 Aaa
FHLMC Step 3134G8vze  MOOdys- 4 58/0016 2,500,000.00 2,500,000.00  1.250 2,497,875.00 2.116 10/28/2016 4/28/2021 4.44
4/28/2021-16 Aaa
FHLMC Step 313468728  MOOYs-  5,10/0016 1,000,000.00 999,500.00  1.125 1,000,060.00 2.044 10/28/2016 4/28/2021 1.78
4/28/2021-16 Aaa
FHLMC Step 3134G8x20  MOOUYS- 4 58/0016 1,000,000.00 1,000,000.00  1.300 1,000,020.00 1.709 10/28/2016 7/28/2020 1.78
7/28/2020-16 Aaa
FNMA 1.25 3135G60GY3  MOOdYs-  15,16/2015 1,000,000.00 1,004,790.00  1.250 1,003,140.00 0.820 1/30/2017 1.78
1/30/2017 Aaa
FNMA 1.5 Moodys-
6/16/051.16  313663Qx6 7 6/16/2016 1,000,000.00 995,000.00  1.500 997,970.00 1.604 12/16/2016 6/16/2021 1.77
FNMA Step 3136G3MDa  MOOYS- 5155016 1,000,000.00 1,000,000.00  0.900 1,000,250.00 1.851 5/12/2017 5/12/2021 1.78
5/12/2021-17 Aaa
Sub Total / 22,500,000.00 22,503,610.00 1.163 22,508,985.00 1.508 39.96
Average
CAMP
CAMP LGIP LGIP4000 None 5/31/2011 9,834.73 9,834.73  0.640 9,834.73  0.640 N/A N/A 0.02
Sub Total / 9,834.73 9,834.73  0.640 9,834.73 0.640 0.02
Average
Certificates of Deposit
1st Source Bank  555/606K4  None 12/18/2015 245,000.00 244,816.25  0.600 245,007.94 0.701 9/15/2016 0.43
0.6 9/15/2016
Ally Bank 1
LOr24I9016 02006LKM4  None 10/23/2014 240,000.00 240,000.00  1.000 240,172.00 1.000 10/24/2016 0.43
American
Express Bank  02587CBZ2  None 10/23/2014 240,000.00 240,000.00  1.100 240,207.90 1.100 10/24/2016 0.43
1.1 10/24/2016
American
Express 02587DYJ1 None 6/5/2015 240,000.00 240,000.00  1.050 239,519.76  1.050 6/5/2017 0.43
Centurian 1.05
6/5/2017
Bank Hapoalim 501 5 g5 None 2/18/2016 248,000.00 248,000.00  0.850 247,714.52 0.850 2/17/2017 0.44

0.85 2/17/2017
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Credit
Rating Settlement Face Coupon YTM @ Next Call Maturity %o of
Description CUSIP/Ticker 1 Date Amount/Shares Cost Value Rate Market Value Cost Date Date Portfolio

Bank of Baroda 06062QCS1 None 10/27/2015 245,000.00 245,000.00 0.650 245,049.26  0.650 10/27/2016 0.44
Ny 0.65
10/27/2016

Bank of India NY
0.65 06279HBX0 None 10/30/2015 245,000.00 245,000.00 0.650 245,048.41 0.650 10/26/2016 0.44
10/26/2016

BankUnited NA

0.9 5/24/2017 066519BE8 None 11/24/2015 240,000.00 240,000.00 0.900 239,352.15 0.900 5/24/2017 0.43
Bar Harbor Bank
0.7 1/30/2017 066851TT3 None 6/30/2015 240,000.00 240,000.00 0.700 239,737.17 0.700 1/30/2017 0.43
Capital One
Bank 1 140420QG8 None 10/22/2014 240,000.00 240,000.00 1.000 240,172.00 1.000 10/24/2016 0.43
10/24/2016

Capital One
National Asso
Bank 1.25
8/28/2017

14042E6B1 None 8/26/2015 245,000.00 245,000.00 1.250 244,449.17 1.250 8/28/2017 0.44

Community
Bank of the
Chesapeake
0.75 8/8/2017

20350ABNO None 6/8/2016 248,000.00 248,000.00 0.750 246,306.61 0.750 8/8/2017 0.44

Compass Bank
0.95 6/5/2017 20451PLE4 None 6/5/2015 240,000.00 240,000.00 0.950 239,336.07 0.950 6/5/2017 0.43
Discover Bank

0.75 1/3/2017 254672Q24 None 7/1/2015 240,000.00 240,000.00 0.750 239,824.60 0.750 1/3/2017 0.43

First Bank of
Richmond 0.7 319267FK1 None 6/2/2016 248,000.00 248,000.00 0.700 246,221.36 0.700 8/2/2017 0.44
8/2/2017

First Niagara

Bank 1.1 33583CsV2 None 10/30/2015 245,000.00 245,000.00 1.100 243,809.25 1.100 10/30/2017 0.44
10/30/2017

Franklin Synergy

Bank 0.85 35471TCH3 None 6/10/2016 248,000.00 248,000.00 0.850 246,155.49 0.850 12/11/2017 0.44
12/11/2017

Goldman Sachs

Bank 1 38148JQX2 None 4/27/2015 240,000.00 239,520.00 1.000 238,601.43 1.069 10/16/2017 0.43
10/16/2017

48125Y5L4 None 7/15/2016 249,000.00 249,000.00 1.100 249,099.28 1.100 7/15/2019 0.44
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Description  CUSIP/Ticker

Credit
Rating
1

Settlement Face
Date Amount/Shares

Cost Value

Coupon
Rate

Market Value

YTM @
Cost

Next Call Maturity %o of
Date Date Portfolio

JP Morgan Chase
Bank 1.1
7/15/2019

Marlin Business
Bank 0.85 57116ALG1
8/24/2017

Medallion Bank
1.15 58403B2L9
10/30/2017

Merrick Bank 0.9

5/19/2017 59013JLK3
Pacific Premier

Bank 0.9 69478QDG2
12/5/2017

Peoples State
Bank of Newton 712490AC5
0.7 6/15/2017

Safra National
Bank 0.7 78658QSF1
11/29/2016

Santander Bank

0.8 2/17/2017 80280JL.58
TCF National

Bank 0.85 872278SHO
8/17/2017

Wells Fargo
Bank 1.15 9497486R3
7/22/2019

Wex Bank 0.85

5/19/2017 92937CDES

None

None

None

None

None

None

None

None

None

None

2/24/2016 248,000.00

10/28/2015 245,000.00

11/19/2015 240,000.00

6/3/2016 248,000.00

6/15/2016 249,000.00

11/30/2015 245,000.00

2/17/2016 248,000.00

2/17/2016 248,000.00

7/20/2016 249,000.00

11/20/2015 245,000.00

248,000.00

245,000.00

240,000.00

248,000.00

249,000.00

245,000.00

248,000.00

248,000.00

249,000.00

245,000.00

0.850

1.150

0.900

0.900

0.700

0.700

0.800

0.850

1.150

0.850

246,472.68

243,951.47

239,364.62

246,336.24

247,791.83

245,022.30

247,656.58

246,501.95

249,459.41

244,262.94

0.850

1.150

0.900

0.900

0.700

0.700

0.800

0.850

1.150

0.850

8/24/2017 0.44

10/30/2017 0.44

5/19/2017 0.43

12/5/2017 0.44

6/15/2017 0.44

11/29/2016 0.44

2/17/2017 0.44

8/17/2017 0.44

7/22/2019 0.44

5/19/2017 0.44

Sub Total /7
Average

Corporate Issues

American
Express Credit
2.375
3/24/2017

0258M0DD8
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Moodys-
A2

7,091,000.00

5/25/2016 1,000,000.00

7,090,336.25

1,012,171.77

0.889

2.375

7,072,604.39

1,007,630.00

0.895

0.900

12.59

3/24/2017 1.80
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Credit

Rating Settlement Face Coupon YTM @ Next Call Maturity %o of
Description CUSIP/Ticker 1 Date Amount/Shares Cost Value Rate Market Value Cost Date Date Portfolio
Caterpillar 149121570 Moodys-  12/23/2014 1,313,000.00 1,307,603.57 1.000 1,314,142.31 1.190 3/3/2017 2.32
Financial 1 A2
3/3/2017
Chevron Corp Moodvs-
2.193 166764ANO y 2/26/2016 1,160,000.00 1,167,806.57 2.193 1,186,123.20 2.004 11/15/2019 2.07
Aa2
11/15/2019
General Electric Moodvs-
Capital Corp 5.4 36962G2G8 4 3/2/2015 1,085,000.00 1,179,514.35 5.400 1,102,761.45 0.890 2/15/2017 2.09
Al
2/15/2017
HSBC 4.875 Moodys-
8/24/2020 4042Q1AE7 Al 5/17/2016 2,000,000.00 2,191,145.28 4.875 2,179,780.00 2.500 8/24/2020 3.89
IBMCorp 1.8 459000582 MOOWYS- 3182016 1,000,000.00  1,005,370.00  1.800  1,015,860.00 1.624 5/17/2019 1.79
5/17/2019 Aa3
JP Morgan Chase Moodvs-
& Co 2 48126EAAS 4 2/16/2016 1,000,000.00 1,008,859.00 2.000 1,007,880.00 1.400 8/15/2017 1.79
A3
8/15/2017
Royal Bank of Moodvs-
Canada 1.2 78010UNX1 4 10/2/2015 1,000,000.00 1,003,960.00 1.200 1,001,140.00 0.895 1/23/2017 1.78
Aa3
1/23/2017
Toyota Motor Moodys-
Credit 1.55 89236TCP8 Yy 3/16/2016 1,000,000.00 1,002,490.00 1.550 1,006,870.00 1.440 7/13/2018 1.78
Aa3
7/13/2018
Toyota Motor Moodys-
Credit Corp 1.2  89236TCX1 Yy 5/24/2016 1,000,000.00 1,000,360.00 1.200 1,001,830.00 1.180 4/6/2018 1.78
Aa3
4/6/2018
US Bankcorp 2.2 Moodys-
11/15/2016 91159HHB9 Al 3/31/2015 900,000.00 920,304.00 2.200 901,458.00 0.797 11/15/2016 1.63
Sub Total / 12,458,000.00 12,799,584.54 2.589 12,725,474.96 1.456 22.73
Average
LAIF
LAIF LGIP LGIP1002 None 4/30/2011 10,904,499.42 10,904,499.42 0.550 10,904,499.42 0.550 N/A N/A 19.37
Sub Total / 10,904,499.42 10,904,499.42 0.550 10,904,499.42 0.550 19.37
Average
Treasury
912828J92 3/9/2016 1,000,000.00 998,417.43 0.500 999,690.00 0.650 3/31/2017 1.77
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Credit

Rating Settlement Face Coupon YTM @ Next Call %o of

Description CUSIP/Ticker 1 Date Amount/Shares Cost Value Rate Market Value Portfolio
T-Bond 0.5 Moodys-
3/31/2017 Aaa
T-Note 0.875 Moodys-
1/15/2018 912828H37 Aaa 6/1/2015 1,000,000.00 1,001,560.00 0.875 1,001,760.00 1.78
T-Note 0.875 Moodys-
11/15/2017 912828G20 Aaa 6/24/2015 1,000,000.00 1,001,060.00 0.875 1,001,840.00 1.78
Sub Total 7 3,000,000.00 3,001,037.43 0.750 3,003,290.00 5.33
Average
Total /7

55,963,334.15 56,308,902.37 1.312 56,224,688.50 100

Average

All investment actions executed since the last report have been made in full compliance with the District’s Investment Policy.
The District will meet its expenditure obligations for the next six months.
Market value sources are the LAIF, CAMP, and BNY Mellon monthly statements.

Broker/Dealers: BOSC, Inc.; Cantella & Co.; First Empire Securities; Ladenburg, Thalman & Co, Inc.; UBS Financial Services; Wells Fargo Securities.
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Union Sanitary District
Board Report - Activity

Portfolio/Report Group: All Portfolios

From 7/31/2016 To 8/31/2016

Face Coupon YTM @ Settlement

Description CUSIP/Ticker Amount/Shares Principal Interest/Dividends Rate Cost Date Total
DEPOSIT
CAMP LGIP LGIP4000 5.32 5.32 0.00 0.000 8/31/2016 5.32
Sub Total / Average 5.32 5.32 0.00 5.32
INTEREST
Bar Harbor Bank 0.7 1/30/2017 066851TT3 0.00 0.00 138.08 0.700 0.000 8/1/2016 138.08
Bar Harbor Bank 0.7 1/30/2017 066851TT3 0.00 0.00 142.68 0.700 0.000 8/30/2016 142.68
CAMP LGIP LGIP4000 0.00 0.00 5.32 0.000 8/31/2016 5.32
Capital One National Asso Bank 1.25 ;0 /5r6pq 0.00 0.00 1,527.05 1.250 0.000 8/28/2016 1,527.05
8/28/2017
FHLMC 0.8 8/25/2017-16 3134G8L49 0.00 0.00 4,000.00 0.800 0.000 8/25/2016 4,000.00
FNMA 0.625 8/26/2016 3135GOYE7 0.00 0.00 3,125.00 0.625 0.000 8/26/2016 3,125.00
FNMA 1.25 1/30/2017 3135G0GY3 0.00 0.00 6,250.00 1.250 0.000 8/1/2016 6,250.00
Franklin Synergy Bank 0.85
iyl 35471TCH3 0.00 0.00 179.04 0.850 0.000 8/11/2016 179.04
General Electric Capital Corp 5.4 36962G2G8 0.00 0.00 29,295.00 5.400 0.000 8/15/2016 29,295.00
2/15/2017
HSBC 4.875 8/24/2020 4042Q1AE7 0.00 0.00 48,750.00 4.875 0.000 8/24/2016 48,750.00
JP Morgan Chase & Co 2 8/15/2017 48126EAA5 0.00 0.00 10,000.00 2.000 0.000 8/15/2016 10,000.00
Marlin Business Bank 0.85
8/24/2017 57116ALG1 0.00 0.00 1,051.11 0.850 0.000 8/24/2016 1,051.11
Medallion Bank 1.15 10/30/2017 58403B2L9 0.00 0.00 239.29 1.150 0.000 8/31/2016 239.29
Merrick Bank 0.9 5/19/2017 59013JLK3 0.00 0.00 183.45 0.900 0.000 8/19/2016 183.45
Pacific Premier Bank 0.9 12/5/2017 69478QDG2 0.00 0.00 189.57 0.900 0.000 8/5/2016 189.57
Peoples State Bank of Newton 0.7 -, q5,c5 0.00 0.00 148.04 0.700 0.000 8/15/2016 148.04
6/15/2017
TCF National Bank 0.85 8/17/2017  872278SHO 0.00 0.00 1,051.11 0.850 0.000 8/17/2016 1,051.11
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Face Coupon YTM @ Settlement
Description CUSIP/Ticker Amount/Shares Principal Interest/Dividends Rate Cost Date Total

Wells Fargo Bank 1.15 7/22/2019 9497486R3 0.00 0.00 243.20 1.150 0.000 8/20/2016 243.20
Sub Total /7 Average 0.00 0.00 106,517.94 106,517.94
MATURED

FNMA 0.625 8/26/2016 3135GOYE7 1,000,000.00 1,000,000.00 0.00 0.625 0.000 8/26/2016 1,000,000.00
Sub Total / Average 1,000,000.00 1,000,000.00 0.00 1,000,000.00
WITHDRAW

LAIF LGIP LGIP1002 3,000,000.00 3,000,000.00 0.00 0.000 8/5/2016 3,000,000.00
LAIF LGIP LGIP1002 200,000.00 200,000.00 0.00 0.000 8/19/2016 200,000.00
LAIF LGIP LGIP1002 1,000,000.00 1,000,000.00 0.00 0.000 8/23/2016 1,000,000.00
Sub Total /7 Average 4,200,000.00 4,200,000.00 0.00 4,200,000.00
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Union Sanitary District's Internal Retiree Medical Fund
Quarterly Report

For Period Ended 6/30/16

Fund Balance 3/31/16:

Revenues:

Expenses:
Quarterly Net Medical Reimbursments
Transfers Out:
6/22/16  CalPERS OPEB Trust Annual Required Contrib. (ARC)

(payment #4 of 4)

Ending Fund Balance 6/30/16:
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$132,500.93

0.00

(5,296.81)

(140,301.25)

($13,097.13)



Union Sanitary District
CERBT Strategy 2

Entity #: SKB7-6011550262
Quarter Ended June 30, 2016

Market Value Summary:

Beginning Balance
Contribution
Distribution
Transfer In
Transfer Out
Investment Earnings
Admin Expense
Investment Expense
Other

Ending Balance

YTD Accrual

Grand Total

QTD
Current Period

Fiscal
Year to Date

$4,575,075.48
140,301.25
(92,064.31)
0.00

0.00
131,907.19
(559.71)
(409.21)

0.00

$4,311,934.25
561,205.00
(327,284.09)
0.00

0.00
144,622.56
(2,159.30)
(1,578.70)
0.00

$4,754,250.69

(97,361.12)
$4,656,889.57

$4,686,739.72

(29,850.15)
$4,656,889.57

Unit Value Summary:

Beginning Units
Unit Purchases from Contributions
Unit Sales for Withdrawals
Unit Transfer In
Unit Transfer Out

Ending Units

Period Beginning Unit Value
Period Ending Unit Value

. CalPERS

QTD Fiscal
Current Period Year to Date

333,067.579 318,863.990
10,079.192 41,828.617
(6,661.894) (24,207.730)
0.000 0.000
0.000 0.000
336,484.877 336,484.877
13.736178 13.734525
14.129166 14.129166

Please note that the Grand Total is your actual fund account balance at the end of the period, including all accrued Contributions and Distributions. Please review your statement promptly. All information contained in your statement will be considered
true and accurate unless you contact us within 30 days of receipt of this statement. If you have questions about the validity of this information, please contact CERBT4U@calpers.ca.gov.
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Statement of Transaction Detail for the Quarter Ending 06/30/2016 M CalPERS

Union Sanitary District
Entity #: SKB7-6011550262

Date Description Amount Unit Value Units Check/Wire Notes
05/06/2016 Distribution ($92,064.31) $13.819539 (6,661.894)
06/16/2016 Contribution $140,301.25 $13.919890 10,079.192  WIRE
2016061600103
812
06/30/2016 YE Accrual Distribution ($97,361.12)
Client Contact:
CERBT4U@CalPERS.ca.gov
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MONTHLY OPERATIONS REPORT FOR THE MONTH OF AUGUST 2016
TECHNICAL SUPPORT WORK GROUP SUMMARY

Capital Improvement Program

Thickener Control Building Improvements Project — Contractor placed concrete on the new metal decking of the
new Thickener Control Structure and continued with underground site work and process piping installation.

Fremont and Paseo Padre Lift Stations Improvements Project — Both lift pumps at Fremont Lift Station have been
installed and aligned to the satisfaction of the pump manufacturer. Trenching for ductbank installation at Paseo
Padre Lift Station has begun.

MCC and PLC Replacement Project, Phase 3 — Contractor installed conduits and wirings for the new VFDs,
breakers and PLC in the West Blower Room.

Plant Facilities Improvements Project - Contractor dewatered the 60” primary effluent pipe, installed plugs and
blind flange at critical location for safety containment to prepare the pipe for the lining repair.

Chemical Tanks and Piping Replacement Project — Notice to Proceed was issued to the contractor. Held pre-
construction meeting.

Aeration Blower Project — Contractor substantially completed the project on August 12, 2016, and began to work
on the punch list items.

Alvarado-Niles Road Sanitary Sewer Rehabilitation Project — All CIPP lining is complete with the exception of
sectional lining. Main bypass system removal and site restoration is in progress. Manhole step replacement is
also ongoing.

Pine St. Easement Improvements Project — The Contractor mobilized to the site. Excavation and rough grading
on site are mostly complete. The new abutment pier is drilled, rebar installed, and concrete placed. Carrier pipe
discovered to be ABS truss rather than VCP; crack has been repaired.

Newark Backyard Sanitary Sewer Relocation Project, Phase 3 — The Contractor completed installation of all the

sewer mains and HDD laterals. Lateral connections to switch properties to the new sewer laterals and site
restoration are in progress.

32 of 247




Customer Service

Trouble Calls dispatched from the Front Desk during business hours:

Month | -t| Fremont || Newark |~ Union City | ™ | Total |~
August-16 12 1 2 15
July-16 12 1 2 15
June-16 11 3 3 17
May-16 16 4 2 22
April-16 10 0 2 12
March-16 9 0 3 12
August-15 19 3 3 25
6-Month Total 93
25 [
20
15 m Fremont
m Newark
10
= Union City
m Total
Sewer Permits Issued
Month |~ Repairs |~ Mains | 7| Newlateral¢™| Restaurants ™ Other |~
August-16 37 1 55 1 1
July-16 26 3 150 2 1
June-16 24 0 3 0 2
New Laterals - New residential lateral connections
Other -Non-residential construction (except restaurants)
160 -
140 -
120 7
M Repairs
100 7 W Mains
80 ™ New Laterals
60 - M Restaurants
m Other
40
20
0 T T 1
June-16 July-16 August-16
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Communication

e Attended CASA Conference - delivered presentation about USD’s Open House for CASA
Communications Committee and additional conference attendees

e Developed and distributed press release regarding CASA Organizational Excellence Award to media;
posted on District website and social media

e Developed Legislative Update on Regional, State and National Issues of Interest to the Board for
August 22, 2016 Board Meeting

e Continued updates to Union City staff and USD website regarding Alvarado Niles Road project activities

¢ Monitored California Consumer Product Safety Commission Listserve for medicine take-back
information

e Continued activities for development of new District website; preparation for “Go Live”

e Continuing development of District virtual tour video

e Posted updates to current website

e Continued research regarding social media management practices and tools

e Met with Comcast representative to discuss broadcast campaign options

e Planning activities with CASA communications workgroup for regional CASA/CWEA seminars — will co-
present at media relations/crisis communications sessions in October 2016

Environmental Compliance

Pollution Prevention Program

USD’s Environmental Compliance team conducts pollution prevention inspections to restaurants, car wash
businesses, and other commercial facilities. EC also conducts inspections and enforcement for the City of
Fremont’s Environmental Services group. We conduct over 600 Stormwater compliance inspections every year
to ensure that commercial facilities, including restaurants and auto shops, comply with City Ordinance
requirements, and do not discharge pollutants to the creeks and bay.

For the past month, the EC team conducted 83 Stormwater (Urban Runoff), and 67 FOG (restaurant) inspections.
During this reporting period, Inspectors identified 20 Stormwater and 7 FOG enforcement actions. Nine (9) of the
Stormwater enforcements resulted in administrative fines ranging from $100 to $500. One (1) of the
administrative fines were for illicit discharges, and a total of 8 were for repeated violations.

Urban Runoff Inspections and Enforcements

No. of UR Total No. of lllicit
August Inspections| VW | WL | NOV| AF| LA Enforcements Discharge/s 1
2016 83 3 0 8 910 20 % enforcement 24%

FOG Inspections and Enforcements

No. of FOG Total
Inspections| VW | WL [ NOV| AF| NOD| Enforcements % enforcement | 10%
67 1 5 0 0 1
Enforcements:
VW —Verbal Warning WL — Warning Letter NOV — Notices of Violation
AF — Administrative Fine LA — Legal Action NOD - Notice of Deficiency
AO — Administrative Order C&D - Cease & Desist Order SNC - Significant Non Compliance
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Dental Inspections, School Outreach, and Plant Tours

# of Dental Inspections # of School Outreach Events including # of Plant Tours
Sewer Science
14 0 4

Industrial Pretreatment

The Industrial Pretreatment program has a number of pending permits as shown in the table below. USD inspectors
are working with each of these companies to establish permitted industrial discharges.

Pending Permits
New Industrial/Groundwater Permits Groundwater/Temporary
Industrial- TE Connectivity

Industrial- Mission Linen

Industrial- Lam Research CA3E

Industrial- Seagate FRC (Fremont Research Center)
Industrial- Littlefuse

Permits Issued

Company Name Date Permit Issued
None
Industrial Closures
Company Name Date of Closure
Seagate Bldg 1 and 3 (Pending) 12/2016
Reports (Annual & Semi-Annual Pretreatment Report, Union City Report, etc.)
Report Name Date Report Completed and Submitted
Pollution Prevention Annual Report August 23, 2016
Enforcement Action
IU Name & Comments City Parameters | Discharge USD/Fed Enforcement
Nature of Violated concentration | Limit 1)
Business (mg/L) Violated
(mg/L)
Ceramic Tech. None Fremont | Copper 2.2 mg/L USD Local | NOV
Limit of
2.0 mg/L
Silevo Inc. (Solar | Show Cause Fremont | pH & permit | pH>12.5,4.8- | USD Local | AO Pending
City) Hearing conditions 5.0 Limit of pH
6.0
(1) WL —Warning Letter NOV — Notices of Violation AO — Administrative Order
C&D - Cease and Desist Order SNC - Significant Non Compliance EM — Enforcement Meeting
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Other - Training, Special Meetings, Conferences, IAC (topics)

Activity Date of Event Attendees

Bay Area Pollution Prevention 8/3/16 Doug Dattawalker
Group (BAPPG)

Bay Area Clean Water 8/19/16 Doug Dattawalker
Agencies (BACWA)
Executive Committee
Meeting

BACWA Pretreatment 8/30/16 Michael Dunning, Alex Paredes
Committee Meeting

Engineering/Construction
No. of projects under construction: 9
Construction Projects Capital | Scheduled |Completed| Completed | Comments for
($1000) |Completion| Scope Time August 2016 Activities

1. | Thickener Control Building | $9,990 12/16 81% 89% Placed concrete on the
Improvements Project — roof deck of the new
Curtis Thickener Control

Structure. Continued
with piping and site
work.

2. | Fremont and Paseo Padre | $2,801 10/16 45% 89% Lift pumps at Fremont
LSs Improvement - Derek LS are installed and

aligned. Work at Paseo
Padre LS has begun
with trenching for
ductbank installation.

3. | MCCand PLC $869 12/16 73% 71% Contractor installed
Replacement Project, conduits and wiring for
Phase 3 — Thomas the new VFDs, breakers

and PLC in the West
Blower Room.

4. | Plant Facilities $1,570 1/17 58% 64% Contractor dewatered
Improvements Project — the 60” primary
Thomas effluent pipe, installed

plugs and blind flange
to isolate the pipe for
the lining repair.

5. | Chemical Tanks and Piping | $2,102 10/17 0% 0% Notice to Proceed was

Replacement Project —
Thomas

issued to the
contractor. Held pre-
construction meeting
with the contractor and
District staff.
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Construction Projects Capital | Scheduled |Completed| Completed | Comments for
($1000) |Completion| Scope Time August 2016 Activities

6. | Aeration Blower Project— | $1,065 8/16 99% 100% Project was

Curtis substantially completed
on August 12, 2016.
Contractor began to
work on punch list
items.

7. | Alvarado-Niles Road SS $3,283 10/16 83% 67% CIPP Lining complete.
Rehabilitation Project — Bypass system removal
Chris E. and site restoration in

progress.

8. | Pine St. Easement $187 10/16 29% 64% Contractor has
Improvements — mobilized. New Pier
Chris E. drilled and concrete

placed. Carrier pipe
crack repaired.

9. | Newark Backyard SS $2,107 09/16 85% 90% Completed sewer main
Relocation Project Phase 3 and HDD lateral
—Andrew/Rollie installations; lateral

connections to the new
sewer lateral ongoing.
Design/Study
No. of projects in design/study phase: 5
Design/Study Projects Capital | Scheduled |Completed| Completed | Comments for
($1000) | Completion| Scope Time August 2016 Activities
1. | Alvarado Basin Master $90 6/16 99% 133% Received condition
Plan Flow Monitoring and assessment study.
Condition Assessment -
Rollie

2. | Plant Solids System / $238 6/16 85% 100% Staff reviewed the
Capacity Assessment — draft Chapter 3 -
Curtis Process Optimization

and Class A Options
and returned
comments to
consultant.

3. | Recycled Water Feasibility $130 10/16 92% 92% Final report draft
Study Update — Chris E. received and under

staff review.

4. | Sludge Degritter System $198 08/16 100% 100% Bids opened 8/18.
Project — Kevin Award of construction

contract in progress.

5. | Cogeneration Building $27 09/16 90% 87% 100% submittal is
HVAC Improvements under review. Staff will
Project - Derek re-advertise in October

2016.
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COLLECTION SERVICES
ACTIVITIES REPORT
August 2016

Progress/Accomplishments

e No spills (as of 8/31/16 it has been 44 days since last spill)
e Completed 11.8 miles of cleaning of sewer lines in August
e Completed 6.2 miles of televising of sewer lines in August
e Responded to 20 service request calls in August
e Completed a total of 38 main repairs in August
e Trainings

e Traffic Control Refresher

e Industrial Ergonomics Refresher
e New CSW I, Joel Saldana began work at the District.

Bay Area Spills for Same Time Period
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Performance Measures
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Other Collection Services Status Data:

Support Team Work Order Status:

FY17 WORK ORDERS
COMPLETED

300
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200
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Jul Sep MNow Jan Mar May

O Scheduled auUnscheduled mPending

C/S Maintenance Status:

FY17 STOPPAGES
AND OVERFLOWS

30
25
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15

Il
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0O Service Requests OUSD Main Stoppages BEMinor Spills OMajor Spills
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FMC
Activities Report
August 2016

Progress/Accomplishments

Completed 89% of preventive maintenance activities for the month of August

Completed 78 corrective maintenance work orders for the month of August

Replacement of TPS Pumps No. 1 & No. 3

Centrifuge No. 1 hagar bearing replacement

Assisted IT with set-up and installation of the disaster recovery cabinet universal power supply
Installed new polymer lines from GBT building to Sludge Pump Room 4

Future Planning

® Co-gen No. 1 commisioning

EBDA south drive base fabrication and installation
IPS head gate No. 1 hydraulic cylinder replacement
APS pump No. 4 overhaul and installation

Fremont Lift Station start-up

Other
® All employees attended Backsafe Ergonomics Training

Performance Measurements

Priority A Repairs Required
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=
©
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10 R e e e e R e S e

5

0 |

Aug-15 Sep-15 Oct-15 Nov-15 Dec-15 Jan-16 Feb-16 Mar-16 Apr-16 May-16 Jun-16 Jul-16 Aug-16
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Number of Work Orders Initiated & Completed Within Month
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Treatment & Disposal
Activities Report
August 2016

Progress/Accomplishments

Maintained 100% compliance with NPDES permits.

Completed 90% preventive maintenance activities for the month of August.

Coordinated efforts between TPO, FMC, and R&S teams to bypass headworks to replace the
headworks recycle gate.

® Supported EBDA's efforts in inspecting the outfall line through two plant shutdowns.

® Performed plant shutdown to repair two CB2 gates in order to accommodate CIP's 60" PE Line
repairs.
Began training of two new Plant Operator 3 Trainees and one new Plant Operator 3.
Reviewed the draft application for the EBDA NPDES permit renewal. Met with EBDA
representatives and their consultant to discuss issues for the permit renewal.

®  Worked with EBDA agencies to address a high enterrococcus at the marina dechlorination
station. Hypochlorinated the southern part of the EBDA system to reduce regrowth in the
pipeline. Began dechlorinating final effluent in order to batch feed the Hayward Marsh
wastewater with low chlorine residual.

®  Worked with IT to develop a tool to use plant power data to calculate the true value of EBDA
pump station power.

® Supported the CIP solids capacity study. Staff met, discussed, reviewed and provided comments
on chapters describing Class A alternatives presented by the consultant.

® Staff reviewed and provided comments on the draft report for the Recycled Water Feasibility
Study update.

® Commissioning testing for the laboratory ICP is ongoing. Commissioning is expected to be
completed in September 2016.

® Worked with York engineering to evaluate alternatives to allow the new Cogeneration system to
more easily maintain compliance with air permit requirements.

[ J

Met with staff to solicit feedback on the recent codigestion pilot study. Began drafting a report
on for codigestion pilot study effort.

Future Planning

® Evaluate electrical and gas usage to determine whether there are more advantageous
alternatives.
Meet with EBDA to agree a method to bill EBDA for power costs.
Complete work with York on deteriming cogeneration system air permiting alternatives.
Finalize codigestion pilot study report.

Other

[ ]

Cogen system produced 22% of power consumed for the month of August.
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Performance Measurements

Cogen Power Produced
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Lab Results and Effluent Flow
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I EFF SS E==3CBOD  ------- EFF SS Limit — — - CBOD Limit ——&— Flow MGD
USD's Final Effluent Monthly Monitoring Results
Parameter EBDA Limit Jun-16 Jul-16 Aug-16
Copper, pg/! 78 6.6 4.0 5.0
Mercury, ug/I 0.066 0.00393 0.00282 0.00271
Cyanide, pg/I 42 <2 <3 <3
Ammonia- N, mg/L (Range) 130 34-43 37-42 36-44
Dioxin-Toxicity Equivalent (TEQ), pg/! 2.8x%x 108 not tested | nottested | nottested
Fecal Coliform, MPN/100ml (Range)
¢ 5-Sample Geometric Mean 500 14-25 21-72 10- 50
e 11-Sample 90th Percentile 1100 33-77 33-127 36- 127
Enterococci *
« 5-Sample Geometric Mean 242 20-62 | <10-63 | <10-30
E = Estimated value, concentration outside calibration range. For SIP, E =DNQ, estimated
concentration.
* Enterococci values are the weekly concentration range not the 5-Sample Geometric Mean range.
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——— Directors
——— Manny Fernandez
Tom Handley
Pat Kite
Anjali Lathi
Jennifer Toy
M ]
gnucﬁqnnv Officers
DISTRICT Paul R. Eldredge

General Manager/
District Engineer

Karen W. Murphy
Attorney

DATE: September 19, 2016
MEMO TO: Board of Directors - Union Sanitary District

FROM: Paul Eldredge, General Manager
Pamela Arends-King, Business Services Manager/CFO

SUBJECT: Agenda Item No. 8 - Meeting of September 26, 2016
Issuance of Union Sanitary District Wastewater Revenue Refunding Bonds,
Series 2016 (the “Bonds”)

Recommendation

It is recommended that the Board of Directors adopt a Resolution authorizing the issuance of
Union Sanitary District Wastewater Revenue Refunding Bonds, series 2016, approving the forms
authorizing the execution and delivery of an Indenture, a Bond Purchase Agreement, and an
Official Statement in connection therewith, and authorizing certain other actions related thereto.

This recommendation is to authorize the issuance and sale of the Bonds in an estimated not to
exceed aggregate principal amount of $43.5 million to refinance prior State Revolving Fund Loans
(SRF) with the California State Water Resources Control Board to take advantage of lower interest
rates and reduce the annual debt service payments.

Background

The District and its consultants have determined that, due to prevailing financial market
conditions, a unique set of circumstances has provided the District the opportunity to refinance
existing SRF debt that was used to pay for District projects. Historically, SRF debt has been very
affordable and attractive to Districts and agencies throughout the United States as the interest
rates are far below the market. Although the interest rates on the District’s existing debt is low
(averaging approximately 2.5%), current market conditions have made refinancing this debt a
viable option to pursue. The existing SRF debt for the following projects is as follows:
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Irvington Equalization Storage Facilities $5,788,299.14
Willow / Central Avenue Sanitary Sewer Rehabilitation $1,118,546.77
Lower Hetch Hetchy Sewer Rehabilitation $1,513,896.29
Newark Pump Station $7,903,117.32
Cedar Boulevard Sanitary Sewer Rehabilitation $1,488,826.70
Alvarado Wastewater Treatment Primary Clarifiers $7,956,091.33
Replacement of Substation 1 $2,038,013.70
Replacement of Boyce Road Lift Station $5,590,616.43
Thickener Control Building Improvements $9,642,775.00

TOTAL = | $43,040,182.68

It is estimated that by refinancing the District’s existing SRF loans annual debt service payments can be
reduced up to $100,000 per year, totaling over $1.2 million in net present value savings over the
remaining term of the SRF loans. Additionally, as the SRF loans would be repaid as a result of the
refinancing, the District will be able to free up approximately $3 million held in a reserve fund that is a
standard requirement for SRF loans.

The proposed new Bonds will pay off the existing debt that was scheduled to mature in 2036, and the
new Bonds will mature in 2034.

The resolution being presented for approval authorizes the issuance of the Bonds, and approves the
form and authorizes execution of related financing documents including a draft Preliminary Official
Statement describing the terms of the Bonds. These documents will be finalized when the exact terms
of the Bonds are determined at the time the Bonds are sold to investors, currently anticipated to occur
mid-October with an anticipated Bond closing in late October. Of course, this schedule is subject to
market conditions and the Bonds will only be sold if the District will still achieve the anticipated cost
savings in the market at the time of sale. The forms of the documents for consideration are:

¢ Indenture — The Indenture is a contract between the District and US Bank acting as Trustee. The
Indenture specifies the Trustee, dated date, maturity date or dates, interest rate or rates, interest
payment dates, denominations, forms, registration privileges, manner of execution, place or places
of payment, terms of redemption and other terms of the Bonds.

e Bond Purchase Agreement — The Bond Purchase Agreement is a contract between the District and
RBC, the District’s Underwriter, whereby the District agrees to sell the Bonds to RBC and RBC agrees
to buy the Bonds from the District and resell them to the public. The Bond Purchase Agreement
contains parameters which state that the true interest cost of the Bonds cannot exceed 2.5% and
the Underwriter’s Discount with respect to the Bonds shall not exceed 0.50% of the principal
amount of the Bonds.

e Preliminary Official Statement — The Preliminary Official Statement (POS) or offering statement is

used by the Underwriter to inform the marketplace of the terms of the Bonds and contains all
relevant information for the investor to make a decision as to whether or not to purchase the
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Bonds. The POS will be updated with the final bond sale numbers and debt service schedule. A
final Official Statement will be issued after the close of the sale of bonds.

Attachments: Resolution
Indenture
Bond Purchase Agreement
Preliminary Official Statement
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RESOLUTION NO.

A RESOLUTION OF THE BOARD OF DIRECTORS OF UNION SANITARY DISTRICT
AUTHORIZING THE ISSUANCE OF THE UNION SANITARY DISTRICT
WASTEWATER REVENUE REFUNDING BONDS, SERIES 2016, AND APPROVING
THE FORMS OF AND AUTHORIZING THE EXECUTION AND DELIVERY OF AN
INDENTURE, A BOND PURCHASE AGREEMENT, AND AN OFFICIAL STATEMENT
IN CONNECTION THEREWITH AND AUTHORIZING CERTAIN OTHER ACTIONS
RELATED THERETO

WHEREAS, the Union Sanitary District, a sanitary district duly organized and
existing under and by virtue of the laws of the State of California (the “District”), has
entered into certain prior agreements (collectively, the “Prior Agreements”) with the
California State Water Resources Control Board, as more particularly described in the
Indenture hereinafter referred to, under which the District has agreed to make payments
for the purpose of paying for the design, engineering, permitting and construction of
certain additions, betterments, extensions and improvements to the District's
wastewater system; and

WHEREAS, the District is authorized by law to issue refunding revenue bonds to
refinance any obligations theretofore incurred by it; and

WHEREAS, the District has determined that it is in the best interests of the
District and its customers and is necessary and proper for District purposes that the
District issue its Union Sanitary District Wastewater Revenue Refunding Bonds, Series
2016 (the “Bonds”), to refund its payment obligations under the Prior Agreements, pay
costs of issuing the Bonds and pay costs of refunding its payment obligations under the
Prior Agreements; and

WHEREAS, the District proposes to enter into an Indenture (the “Indenture”) with
a corporate trustee to be named therein, as trustee (the “Trustee”), pursuant to which
the District will issue the Bonds to refund its payment obligations under the Prior
Agreements, pay costs of issuing the Bonds and pay costs of refunding its payment
obligations under the Prior Agreements; and

WHEREAS, the District proposes to enter into a Bond Purchase Agreement (the
“Bond Purchase Agreement”) with RBC Capital Markets, LLC (the “Underwriter”),
pursuant to which the Bonds will be sold to the Underwriter; and

WHEREAS, there have been made available to the Board of Directors of the
District (the “Board of Directors”), the following documents and agreements:

(1) A proposed form of the Indenture;

(2) A proposed form of the Bond Purchase Agreement; and
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3) A proposed form of preliminary official statement (the “Preliminary Official
Statement”) to be used by the Underwriter in connection with the offering and sale of the
Bonds; and

WHEREAS, all acts, conditions and things required by the laws of the State of
California to exist, to have happened and to have been performed precedent to and in
connection with the refunding authorized hereby do exist, have happened and have
been performed in regular and due time, form and manner as required by law, and the
District is now duly authorized and empowered, pursuant to each and every requirement
of law, to issue the Bonds for the purposes, in the manner and upon the terms herein
provided.

NOW, THEREFORE, BE IT RESOLVED BY THE BOARD OF DIRECTORS OF
THE UNION SANITARY DISTRICT, AS FOLLOWS:

Section 1. The Board of Directors hereby specifically finds and declares that
the actions authorized hereby constitute and are with respect to public affairs of the
District and that the statements, findings and determinations set forth above and in the
preambles of the documents approved herein are true and correct.

Section 2. The District is hereby authorized to issue its revenue refunding
bonds designated as the “Union Sanitary District Wastewater Revenue Refunding
Bonds, Series 2016” in an aggregate principal amount not to exceed forty-three million
five hundred thousand dollars ($43,500,000). The Bonds shall be issued and secured
in accordance with the terms of, and shall be in the form set forth in, the Indenture. The
Bonds shall be executed on behalf of the District by the manual or facsimile signature of
the General Manager/District Engineer of the District or the designee thereof (the
“General Manager”) or, if the General Manager’s signature cannot be obtained for any
reason, the manual or facsimile signature of the President or Vice President of the
Board of Directors.

Section 3. The proposed form of Indenture, as made available to the Board of
Directors, is hereby approved. The General Manager and the Business Services
Manager/Chief Financial Officer of the District or the designee thereof (each an
“Authorized Officer”), each acting alone, are hereby authorized and directed, for and on
behalf of the District, to execute and deliver the Indenture in substantially said form, with
such changes thereto and insertions therein as such Authorized Officer may require or
approve, such approval to be conclusively evidenced by the execution and delivery
thereof. The Trustee, dated date, maturity date or dates, interest rate or rates, interest
payment dates, denominations, forms, registration privileges, manner of execution,
place or places of payment, terms of redemption and other terms of the Bonds shall be
as provided in the Indenture, as finally executed; provided, that the Bonds shall mature
not later than the year 2035.

Section4. The proposed form of Bond Purchase Agreement, as made
available to the Board of Directors, is hereby approved. Any Authorized Officer is
hereby authorized and directed, for and on behalf of the District, to execute and deliver
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the Bond Purchase Agreement in substantially said form, with such changes thereto
and insertions therein as such Authorized Officer may require or approve, such approval
to be conclusively evidenced by the execution and delivery thereof; provided, that the
true interest cost with respect to the Bonds shall not exceed 2.5% and the Underwriter’s
discount (excluding any original issue discount) with respect to the Bonds shall not
exceed 0.50% of the principal amount of the Bonds.

Section 5. The proposed form of Preliminary Official Statement, as made
available to the Board of Directors, is hereby approved. Any Authorized Officer is
hereby authorized and directed to approve the distribution of the Preliminary Official
Statement to potential purchasers of the Bonds and to certify on behalf of the District
that the Preliminary Official Statement is “deemed final” as of its date by the District
pursuant to Rule 15c2-12 of the Securities and Exchange Commission. Any Authorized
Officer is hereby authorized and directed, for and on behalf of the District, to execute
and deliver a final Official Statement (the “Official Statement”), in substantially the form
of the Preliminary Official Statement, with such changes thereto as such officer may
require or approve, such approval to be conclusively evidenced by the execution and
delivery thereof. The Underwriter is hereby authorized to distribute copies of the
Preliminary Official Statement and Official Statement to persons who may be interested
in the purchase of the Bonds and is directed to deliver copies of the Official Statement
to all purchasers of the Bonds.

Section 6. The Bonds, when executed as provided in Section 2, shall be
delivered to the Trustee for authentication by the Trustee. The Trustee is hereby
requested and directed to authenticate the Bonds by executing the Trustee’s Certificate
of Authentication appearing thereon, and to deliver the Bonds, when duly executed and
authenticated, to the Underwriter in accordance with written instructions executed on
behalf of the District by any Authorized Officer, which any Authorized Officer is
authorized and directed, for and on behalf of the District, to execute and deliver to the
Trustee. Such instructions shall provide for the delivery of the Bonds to the Underwriter,
upon payment of the purchase price thereof.

Section 7.  The firm of Fieldman, Rolapp & Associates is hereby appointed as
financial advisor in connection with the issuance of the Bonds.

Section8. The firm of RBC Capital Markets, LLC is hereby appointed
underwriter of the Bonds.

Section 9.  The firm of Quint & Thimmig LLP is hereby appointed as disclosure
counsel in connection with the issuance of the Bonds.

Section 10. The firm of Orrick, Herrington & Sutcliffe LLP is hereby appointed
as bond counsel in connection with the issuance of the Bonds.

Section 11. The members of the Board of Directors, the Authorized Officers and
other appropriate officers and agents of the District, each acting alone, are hereby
authorized and directed to do any and all things and to execute and deliver any and all

50 of 247



documents (including, but not limited to, a continuing disclosure certificate relating to the
Bonds and a tax certificate relating to the Bonds) which they may deem necessary or
desirable in order to effectuate the actions which the Board of Directors has approved in
this resolution and to consummate by the District the transactions contemplated by the
documents approved hereby; and all such actions heretofore taken by such officers and
agents are hereby ratified, confirmed and approved.

Section 12. This resolution shall take effect immediately upon its passage.

On motion duly made and seconded, this resolution was adopted by the
following vote on September 26, 2016:

AYES:
NOES:
ABSENT:
ABSTAIN:
TOM HANDLEY
President, Board of Directors
UNION SANITARY DISTRICT
Attest:
ANJALI LATHI

Secretary, Board of Directors
UNION SANITARY DISTRICT
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INDENTURE

This Indenture, dated as of October 1, 2016 (this “Indenture”), by and between the
Union Sanitary District, a sanitary district organized and existing under and by virtue of the laws
of the State of California (the “District”), and U.S. Bank National Association, a national banking
association duly organized and existing under and by virtue of the laws of the United States of
America and authorized to accept and execute trusts of the character herein set forth, as Trustee
(the “Trustee™);

WITNESSETH:

WHEREAS, the District has entered into the Prior Agreements (as defined herein)
under which it has agreed to make payments for the purpose of paying for the design, engineering,
permitting and construction of certain additions, betterments, extensions and improvements to the
District’s Wastewater System; and

WHEREAS, the District is authorized by law to issue refunding revenue bonds to
refinance any obligations theretofore incurred by it; and

WHEREAS, the District has determined that it is in the best interests of the District
and its customers and is necessary and proper for District purposes that the District issue its Union
Sanitary District Wastewater Revenue Refunding Bonds, Series 2016 (the “Bonds”), to refund its
payment obligations under the Prior Agreements in the manner described herein; and

WHEREAS, the District has determined that all things necessary to cause the
Bonds, when duly executed by the District and authenticated and delivered by the Trustee as
provided herein, to be legal and valid limited obligations of the District enforceable in accordance
with their terms, and to constitute the Indenture a valid agreement for the purposes and uses herein
set forth in accordance with its terms, have been done and taken, and the execution and delivery
hereof and the execution, authentication and delivery of the Bonds, subject to the terms hereof,
have in all respects been duly authorized;

NOW THEREFORE, THE INDENTURE WITNESSETH, that in order to declare
the conditions and terms upon and subject to which the Bonds are to be issued, and to secure the
payment of the interest on and principal of all Bonds at any time executed, authenticated and
delivered hereunder according to their tenor, and to secure the observance and performance of all
the agreements, conditions, covenants and terms contained herein and therein, and in consideration
of the premises and of the mutual agreements and covenants contained herein and of the purchase
and acceptance of the Bonds by the respective registered Holders thereof from time to time, and
for other valuable consideration, the receipt whereof is hereby acknowledged, the District does
hereby agree and covenant with the Trustee, for the benefit of the respective registered Holders
from time to time of the Bonds, as follows:

ARTICLE |
DEFINITIONS; EQUAL SECURITY

SECTION 1.01. Definitions. Unless the context otherwise requires, the terms
defined in this section shall for all purposes hereof and of the Bonds and of any certificate, opinion,
-1-
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report, request or other document herein or therein mentioned have the meanings herein specified,
the following definitions to be equally applicable to both the singular and plural forms of any of
the terms defined herein:

Accreted Value

“Accreted Value” means, with respect to any Capital Appreciation Obligation, the
principal amount thereof plus the interest accrued thereon, compounded at the approximate interest
rate thereon on each date specified therein. The Accreted Value of any Capital Appreciation
Obligation at any date shall be the amounts set forth in the accreted value table for the Capital
Appreciation Obligation as of such date, if such date is a compounding date, and if not, as of the
immediately preceding compounding date.

Accountant’s Report

“Accountant’s Report” means a report signed by an Independent Certified Public
Accountant.

Adjusted Net Revenues

“Adjusted Net Revenues” means, for any period, Net Revenues for such period less,
to the extent included in the calculation of Net Revenues for such period, all Subsidy Payments
received or expected to be received in such period.

Annual Debt Service

“Annual Debt Service” means, with respect to any Parity Obligations and for any
Fiscal Year, the aggregate amount of Debt Service on such Parity Obligations becoming due and
payable during such Fiscal Year.

Average Annual Debt Service

“Average Annual Debt Service” means with respect to any Parity Obligations and
as of any date of calculation, the quotient obtained by dividing (1) the sum of the Annual Debt
Service on such Parity Obligations for all Fiscal Years during the period commencing with the
Fiscal Year in which such calculation is made (or, if appropriate, the first full Fiscal Year following
the issuance, incurrence or creation of such Parity Obligations) and terminating in the last Fiscal
Year in which any Debt Service on such Parity Obligations is due by (2) the number of such Fiscal
Years.

Balloon Indebtedness

“Balloon Indebtedness” means, with respect to the Bonds or Parity Obligations
twenty-five percent (25%) or more of the principal or other similar amount of which matures or
becomes due on the same date or within a 12-month period (with mandatory sinking fund payments
deemed to be payments of matured principal), that portion of the principal or other similar amount
of the Bonds or Parity Obligations which matures or becomes due on such date or within such 12-
month period.

-2-
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Beneficial Owner

“Beneficial Owner” means any Person which has or shares the power, directly or
indirectly, to make investment decisions concerning ownership of any of the Bonds (including any
Person holding Bonds through nominees, depositories or other intermediaries).

Board of Directors

“Board of Directors” means the Board of Directors of the District.
Bonds

“Bonds” means the Union Sanitary District Wastewater Revenue Refunding Bonds,
Series 2016, authorized, executed, issued and delivered by the District under and pursuant to the
Law and under and pursuant hereto and that are secured hereby.

Business Day

“Business Day” means any day (other than a Saturday or a Sunday) on which banks
in New York, New York, are open for business and on which the Trustee is open for business at
its Principal Corporate Trust Office.

Capital Appreciation Obligation

“Capital Appreciation Obligation” means any Parity Obligation designated as such
in the Parity Obligation Contract providing for the creation of such Parity Obligation and on which
interest is compounded and paid at maturity or on prior redemption.

Certificate of the District

“Certificate of the District” means an instrument in writing signed by General
Manager, or by any other officer of the District duly authorized by the Board of Directors for that
purpose.

Code

“Code” means the Internal Revenue Code of 1986, as amended, and all then
applicable regulations of the United States Department of the Treasury issued thereunder, and in
this regard reference to any particular section of the Code shall include reference to all successors
to such section of the Code.

Consultant

“Consultant” means the consultant, consulting firm, engineer, architect,
engineering firm, architectural firm, accountant or accounting firm retained by the District to
perform acts or carry out the duties provided for such consultant hereunder.
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Continuing Disclosure Certificate

“Continuing Disclosure Certificate” means that certain Continuing Disclosure
Certificate, dated the date of delivery of the Bonds, executed by the District, as originally executed
and as it may be amended in accordance with its terms.

Costs of Issuance

“Costs of Issuance” means all items of expense directly or indirectly payable by or
reimbursable to the District and related to the authorization, execution and delivery of this
Indenture and the related sale of the Bonds, including, but not limited to, costs of preparation and
reproduction of documents, filing fees, initial fees and charges of the Trustee, legal fees and
charges, fees and expenses of consultants and professionals, fees and expenses of the financial
advisor, fees and charges for preparation, execution and safekeeping of the Bonds and any other
charge, cost or fee in connection with the original issuance, sale and delivery of the Bonds.

Costs of Issuance Fund

“Costs of Issuance Fund” means the fund by that name established pursuant to
Section 2.11(b).

Coverage Requirement

“Coverage Requirement” means, with respect to any specified period, an amount
of Adjusted Net Revenues for the specified period equal, in each case, to at least (1) 120% of the
Debt Service for all Outstanding Bonds and Parity Obligations for the specified period and (2)
100% of all obligations of the District payable from Net Revenues in the specified period.

Debt Service

“Debt Service,” when used with respect to the Outstanding Bonds and Parity
Obligations, means, for any period, the sum of (1) the interest payable during such period on the
Outstanding Bonds and Parity Obligations, (2) the principal or mandatory sinking fund payments
to be paid with respect to the Outstanding Bonds and Parity Obligations during such period, and
(3) any other scheduled payments coming due on Outstanding Parity Obligations in such period
and not otherwise included in clauses (1) and (2) of this definition, all of which are to be computed
on the assumption that no portion of the Outstanding Bonds or Parity Obligations shall cease to be
Outstanding during such period except by reason of the application of scheduled payments;
provided that, for purposes of such computation:

@) unless a different subsection of this definition applies for purposes of
determining maturities or amortization, in determining the amount due in any period, payment
shall be assumed to be made in accordance with any amortization schedule established for the
Bonds or Parity Obligations, including any mandatory sinking fund payments or any scheduled
redemption or payment of Parity Obligations on the basis of Accreted Value, and for such purpose,
the redemption payment or payment of Accreted Value shall be deemed a principal payment and
interest that is compounded and paid as Accreted Value shall be deemed due on the scheduled
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redemption or payment date and any contingencies that may result in a request for earlier payment
shall be disregarded:;

(b) Balloon Indebtedness may, at the option of the District, be treated as if it
were to be amortized with substantially level debt service over a term of up to 40 years (which
period shall be designated by the District), from the date of calculation, and the interest rate used
for such computation shall be assumed by the District to be equal to (i) the interest rate in effect
for such Balloon Indebtedness on the date of calculation, if the interest rate determination method
in effect for such Balloon Indebtedness on the date of calculation provides for interest rates that
are fixed for at least 12 months from the date such interest rates are determined or (ii) if the interest
rate determination method in effect for such Balloon Indebtedness on the date of calculation
provides for interest rates that are not fixed for at least 12 months from the date such interest rates
are determined, the average of (x) the SIFMA Swap Index if the interest on such Balloon
Indebtedness is excluded or expected to be excluded from gross income for federal income tax
purposes or (y) the One Month USD LIBOR Rate if the interest on such Balloon Indebtedness is
included or expected to be included in gross income for federal income tax purposes, in each case
over the 12 months preceding the date of calculation (provided, however, that if any such index is
no longer published, the interest rate to be used by the District for such computation shall be
calculated based upon such similar index as is determined by the District);

(c) if any Parity Obligations bear, or if any Parity Obligations proposed to be
issued, incurred or created will bear, interest at a variable interest rate for which a Hedge
Agreement is not in place and the interest on which is excluded or expected to be excluded from
gross income for federal income tax purposes, the interest rate on such Parity Obligations for
periods when the actual interest rate cannot yet be determined shall be assumed to be equal to the
average of the SIFMA Swap Index for the 12 months preceding such date of calculation (provided,
however, that if such index is no longer published, the interest rate on such Parity Obligations shall
be calculated based upon such similar index as is determined by the District);

(d) if any Parity Obligations bear, or if any Parity Obligations proposed to be
issued, created or incurred will bear, interest at a variable interest rate for which a Hedge
Agreement is not in place and the interest on which is included or expected to be included in gross
income for federal income tax purposes, the interest rate on such Parity Obligations for periods
when the actual interest rate cannot yet be determined shall be assumed to be equal to 100% of the
average One Month USD LIBOR Rate during the 12 months preceding such date of calculation
(provided, however, that if such index is no longer published, the interest rate on such Obligations
shall be calculated based upon such similar index as is determined by the District);

(e) with respect to any Parity Obligations bearing interest, or expected to bear
interest, at a variable interest rate for which a Hedge Agreement is in place providing for a synthetic
fixed interest rate to maturity or for a specific term with respect to such Parity Obligations, the
interest rate on such Parity Obligations shall be assumed to be the synthetic fixed interest rate
specified in such Hedge Agreement for such term;

()] with respect to any Bonds or Parity Obligations bearing interest, or expected
to bear interest, at a fixed interest rate for which a Hedge Agreement is in place providing for a net
variable interest rate with respect to such Bonds or Parity Obligations for a specific term, the
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interest rate on such Bonds or Parity Obligations shall be assumed to be equal for such term to the
sum of (i) the fixed interest rate or rates to be paid on such Bonds or Parity Obligations, minus (ii)
the fixed interest rate or rates receivable by the District under such Hedge Agreement, plus (iii)
the variable interest rate to be paid by the District under the Hedge Agreement, calculated, for
periods in which the actual variable rate under the Hedge Agreement cannot be determined, at the
average interest rate of the index on which the Hedge Agreement is based, or, if not based on an
identifiable index, then the average of (x) the SIFMA Swap Index if the interest on the related
Bonds or Parity Obligations is excluded or expected to be excluded from gross income for federal
income tax purposes or (y) the One Month USD LIBOR Rate if the interest on the related Bonds
or Parity Obligations is included or expected to be included in gross income for federal income tax
purposes, in each case over the 12 months preceding the date of calculation (provided, however,
that if any such index is no longer published, the variable interest rate to be paid by the District
under the Hedge Agreement shall be calculated based upon such similar index as is determined by
the District);

(9) if any Parity Obligations feature an option, on the part of the owners or a
requirement under the terms of such Parity Obligations, to tender all or a portion of such Parity
Obligations to the City, or other fiduciary or agent, and to purchase such Parity Obligations or
portion thereof if properly presented, then for purposes of determining the amounts due in any
period with respect to such Parity Obligations, the options or obligations of the owners of such
Parity Obligations to tender the same for purchase or payment shall be ignored;

(h) payments on the Bonds and Parity Obligations shall be excluded to the
extent such payments are to be paid from amounts on deposit with a trustee or other fiduciary in
escrow specifically therefor, and interest payments shall be excluded to the extent that such interest
payments are (1) to be paid from the proceeds of the Bonds or Parity Obligations, including any
investment earnings thereon, held by a trustee or other fiduciary as capitalized interest specifically
to pay such interest or (2) paid or expected to be paid from Subsidy Payments;

Q) with respect to Parity Obligations for which a reserve fund is in place, the
calculation of Debt Service for such Parity Obligations for any period shall be reduced by the
amount of investment earnings on amounts on deposit in such reserve fund used or expected to be
used to pay Debt Service on such Parity Obligations during such period, as estimated by the
District;

() with respect to Parity Obligations for which a reserve fund is in place, the
amount on deposit in such reserve fund on any date of calculation of Debt Service shall be deducted
from the amount due on the final maturity or due date of such Parity Obligations if such amount
on deposit in such reserve fund would be released at such maturity or due date and, to the extent
the amount on deposit in such reserve fund is in excess of the amount due on the final maturity or
due date of such Parity Obligations, such excess shall be applied to the full amount due on each
preceding payment date for such Parity Obligations, in inverse order, until such amount on deposit
in such reserve fund is exhausted;

(k) Reimbursement Obligations or potential Reimbursement Obligations shall
be ignored; and
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() payments or potential payments under Hedge Agreements may, at the
option of the District, be ignored except as provided in clauses (e) and (f) of this definition.

Debt Service Fund

“Debt Service Fund” means the fund by that name established pursuant to
Section 4.03.

District
“District” means the Union Sanitary District, or its successors and assigns.

Event of Default

“Event of Default” means an event described as such in Section 8.01.
Fiscal Year

“Fiscal Year” means the period beginning on July 1 of each year and ending on the
last day of June of the succeeding calendar year, or any other twelve-month period selected and
designated as the official fiscal year of the District.

General Manager

“General Manager” means the General Manager/District Engineer of the District,
or any other person designated by the General Manager/District Engineer of the District to act on
behalf of the General Manager.

Hedge Agreement

“Hedge Agreement” means an interest rate swap, cap, collar, option, floor, forward,
derivative, or other hedging agreement, arrangement, or security, however denominated, entered
into between the District and a counterparty, in connection with or incidental to the issuance,
incurrence, or carrying of the Bonds or Parity Obligations, including an interest rate swap, cap,
collar, option, floor, forward, derivative, or other hedging agreement, arrangement, or security
entered into in advance of the issuance, incurrence or carrying of any Parity Obligations.

Holder

“Holder,” whenever used herein with respect to a Bond means the Person in whose
name such Bond is registered.

Indenture

“Indenture” means this Indenture and all Supplemental Indentures.
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Independent Certified Public Accountant

“Independent Certified Public Accountant” means any firm of certified public
accountants appointed and paid by the District, and each of whom --

1) is in fact independent and not under the domination of the District;

@) does not have a substantial financial interest, direct or indirect, in the
operations of the District; and

3 is not connected with the District as a member of the Board of Directors or
an officer or employee of the District, but may be regularly retained to audit the accounting records
of and make reports thereon to the District.

Interest Payment Date

“Interest Payment Date” means February 1 and August 1 of each year, commencing
February 1, 2017.

Law

“Law” means Articles 10 and 11 of Chapter 3 of Part 1 of Division 2 of Title 5 of
the Government Code of the State.

Net Proceeds

“Net Proceeds” means, when used with respect to any casualty insurance or
condemnation award, the proceeds from such insurance or condemnation award remaining after
payment of all expenses (including attorneys’ fees) incurred in the collection of such proceeds.

Net Revenues

“Net Revenues” means, for any period, the Revenues for such period less the
Operation and Maintenance Costs for such period.

One Month USD LIBOR Rate

“One Month USD LIBOR Rate” means the rate for deposits in U.S. dollars for a
one-month maturity that appears on Reuters Screen LIBORO01 Page (or such other page as may
replace that page on that service, or such other service as may be nominated by the British Bankers
Association, for the purpose of displaying London interbank offered rates for U.S. dollar deposits)
as of 11:00 a.m., London time on the date of determination of such rate.

Operation and Maintenance Costs

“Operation and Maintenance Costs” means costs spent or incurred by the District
for maintaining and operating the Wastewater System, calculated in accordance with generally
accepted accounting principles consistently applied, including the expenses of maintenance, repair,
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billing and collection, and other expenses incurred to maintain and preserve the Wastewater
System in good repair and working order, and including administrative costs of the District,
salaries and wages of employees, payments to employee retirement systems, overhead, taxes (if
any), fees, compensation and expenses of auditors, accountants, attorneys, engineers, trustees,
paying agents, credit enhancement providers, liquidity providers, hedge providers, remarketing
agents, or other consultants or similar entities, and insurance premiums, in each case as attributable
to the Wastewater System, but excluding in all cases (1) depreciation, replacement and
obsolescence charges or reserves therefor, (2) amortization of intangibles or other bookkeeping
entries of a similar nature, (3) costs of capital additions, replacements, betterments, extensions or
improvements to the Wastewater System that under generally accepted accounting principles are
chargeable to a capital account or to a reserve for depreciation, and (4) interest charges and charges
for the payment of indebtedness.

Opinion of Counsel

“Opinion of Counsel” means a written opinion of counsel of recognized national
standing in the field of law relating to municipal bonds, appointed and paid by the District.

Outstanding

“Qutstanding,” when used as of any particular time with reference to Bonds, means
(subject to the provisions of Section 7.02) all Bonds theretofore, or thereupon being, authenticated
and delivered by the Trustee under this Indenture except --

1) Bonds theretofore cancelled by the Trustee or surrendered to the Trustee for
cancellation;

(2 Bonds with respect to which all liability of the District shall have been
discharged in accordance with Section 9.02; and

3) Bonds for the transfer or exchange of or in lieu of or in substitution for
which other Bonds shall have been authenticated and delivered by the Trustee pursuant to this
Indenture.

“Qutstanding” when used as of any particular time with reference to Parity
Obligations, means (subject to the terms of the related Parity Obligation Contract) all Parity
Obligations theretofore issued, incurred or created by the District, except --

(1) Parity Obligations theretofore cancelled or terminated or surrendered for
cancellation or termination;

(2) Parity Obligations paid or deemed to be paid within the meaning of the Parity
Obligation Contract providing for the issuance, incurrence or creation of such Parity Obligations;

(3) Parity Obligations owned or held by or for the District; and
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(4) Parity Obligations in lieu of or in substitution for which other Parity Obligations
have been issued, incurred or created pursuant to the terms of the Parity Obligation Contract
providing for the issuance, incurrence or creation of such Parity Obligations.

Parity Obligation Contract

“Parity Obligation Contract” means any indenture, trust agreement, installment
purchase agreement, lease, contract or other instrument or agreement (including any Hedge
Agreement), which is designated as such by the District and pursuant to which Parity Obligations
are created.

Parity Obligation

“Parity Obligation” means any bond, note, warrant or other evidence of
indebtedness, installment payment, lease payment or other payment obligation of the District
payable from Net Revenues on a parity with the Bonds and any other Parity Obligations, which
are issued, incurred or created in accordance with Sections 4.01(a), (b) or (c) hereof.

Permitted Investments

“Permitted Investments” means any of the following which at the time are legal
investments under the laws of the State for moneys held hereunder and then proposed to be
invested therein (the Trustee is entitled to rely upon any investment direction from the District as
a certification that such investment constitutes a Permitted Investment):

(A)  for all purposes, including defeasance investments in refunding escrow
accounts:

@ cash, or

(2) direct obligations of (including obligations issued or held in book-entry
form on the books of) the Department of the Treasury of the United States of America,

(B)  for all purposes other than defeasance investments in refunding escrow
accounts:

1) obligations of any of the following federal agencies which obligations
represent the full faith and credit of the United States of America, including the Export-Import
Bank; Farm Credit System Financial Assistance Corporation; Farmers Home Administration;
General Services Administration; United States Maritime Administration; Small Business
Administration; Government National Mortgage Association (GNMA); United States Department
of Housing & Urban Development (PHA’s); and Federal Housing Administration;

(2 senior debt obligations rated “AAA” by Standard & Poor’s Ratings
Services, a Standard & Poor’s Financial Services LLC business; (“S&P”) and “Aaa” by Moody’s
Investors Service, Inc. (“Moody’s”) issued by the Federal National Mortgage Association or the
Federal Home Loan Mortgage Corporation;
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3 U.S. dollar denominated deposit accounts, federal funds and banker’s
acceptances with domestic commercial banks (including the Trustee or any of its affiliates) which
have a rating on their short-term certificates of deposit on the date of purchase of “A-1" or “A-1+"
or “P-1+" by S&P and “P-1" by Moody’s and maturing no more than 360 days after the date of
purchase. (Ratings on holding companies are not considered as the rating of the bank);

4) commercial paper which is rated at the time of purchase in the single highest
classification, “A-1+” by S&P and “P-1" by Moody’s and which matures not more than 270 days
after the date of purchase;

(5) investments in a money market fund rated “AAAmM” or “AAAmM-G” or
better by S&P, including such funds for which the Trustee, its affiliates or subsidiaries provide
investment advisory or other management services or for which the Trustee or an affiliate of the
Trustee serves as investment administrator, shareholder servicing agent, and/or custodian or
subcustodian, notwithstanding that (i) the Trustee or an affiliate of the Trustee receives fees from
funds for services rendered, (ii) the Trustee collects fees for services rendered pursuant to this
Indenture, which fees are separate from the fees received from such funds, and (iii) services
performed for such funds and pursuant to this Indenture may at times duplicate those provided to
such funds by the Trustee or an affiliate of the Trustee;

(6) pre-refunded Municipal Obligations defined as follows: any bonds or other
obligations of any state of the United States of America or of any agency, instrumentality or local
governmental unit of any such state which are not callable at the option of, the obligor prior to
maturity or as to which irrevocable instructions have been given by the obligor to call on the date
specified in the notice; and (a) which are rated, based on an irrevocable escrow account or fund
(the “escrow™), in the highest rating category of S&P and Moody’s or any successors thereto; or
(b) (i) which are fully secured as to principal and interest and redemption premium, if any, by an
escrow consisting only of cash or obligations described in paragraph (A)(2) above, which escrow
may be applied only to the payment of such principal of and interest and redemption premium, if
any, on such bonds or other obligations on the maturity date or dates thereof or the specified
redemption date or dates pursuant to such irrevocable instructions, as appropriate, and (ii) which
escrow is sufficient, as verified by a nationally recognized independent certified public accountant,
to pay principal of and interest and redemption premium, if any, on the bonds or other obligations
described in this paragraph on the maturity date or dates specified in the irrevocable instructions
referred to above, as appropriate;

(7) The State of California Local Agency Investment Fund, a pooled
investment fund managed by the State of California Treasurer’s office meeting all legal guidelines
and requirements for the investment of California public agency funds, provided, as to any
investment made by the Trustee, the Trustee shall be entitled to make investments and withdrawals
directly in its own name as Trustee; and

(8) any investment agreement by a provider, supported by appropriate opinions
of counsel, provided that, without limiting the foregoing, any such Investment Agreement shall
(i) be from a provider rated by S&P or Moody’s at AA or Aa2 or above, and (ii) expressly permit
the withdrawal, without penalty, of any amounts necessary at any time to fund any deficiencies on
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account of debt service requirements with respect to the Bonds, together with such amendments
as may be approved by the District and the Trustee from time to time.

Person

“Person” means an individual, corporation, firm, association, partnership, limited
liability company, trust or other legal entity or group of entities, including a governmental entity
or any agency or political subdivision thereof.

Principal Corporate Trust Office

“Principal Corporate Trust Office” means the corporate trust office of the Trustee
in San Francisco, California, at which at any particular time its corporate trust business is being
administered, except that with respect to presentation of Bonds for registration, payment,
redemption, transfer or exchange, such term shall mean the corporate trust operations office of the
Trustee in St. Paul, Minnesota, or such other office designated by the Trustee from time to time.

Prior Agreements

“Prior Agreements” means, collectively, the Installment Sales Agreement relating
to Project No. C-06-4771-110 between the State Water Board and the District, as amended; the
Installment Sales Agreement relating to Project No. C-06-5085-110 between the State Water
Board and the District, as amended; the Installment Sales Agreement relating to Project No. C-06-
5045-110 between the State Water Board and the District, as amended; the Instaliment Sales
Agreement relating to Project No. C-06-5053-110 between the State Water Board and the District,
as amended; the Project Finance Agreement relating to Project No. C-06-5220-110 between the
State Water Board and the District, as amended; the Project Finance Agreement relating to Project
No. C-06-5222-110 between the State Water Board and the District; the Project Finance
Agreement relating to Project No. C-06-5219-110 between the State Water Board and the District;
the Project Finance Agreement relating to Project No. C-06-5221-110 between the State Water
Board and the District; the Installment Sale Agreement relating to Project No. C-06-5223-110
between the State Water Board and the District.

Rate Stabilization Fund

“Rate Stabilization Fund” means the fund by that name established pursuant to
Section 4.04.

Rebate Fund
“Rebate Fund” means the fund by that name established pursuant to Section 5.04.
Record Date

“Record Date” means the fifteenth day (whether or not a Business Day) preceding
each Interest Payment Date.
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Refunding Fund

“Refunding Fund” means the fund by that name established pursuant to
Section 2.11(a).

Reimbursement Obligations

“Reimbursement Obligations” means any obligation of the District to repay, from
Net Revenues, amounts provided by a credit enhancement provider or a liquidity facility provider
as credit or liquidity support relating to any Parity Obligations.

Revenue Fund

“Revenue Fund” means the Wastewater Enterprise Fund of the District, and such
other funds as the Board of Directors shall establish and designate as a part of the Revenue Fund
which shall constitute the Revenue Fund established pursuant to Section 4.02.

Revenues

“Revenues” means all income, rents, rates, fees, charges and other moneys derived
from the ownership or operation of the Wastewater System determined in accordance with
generally accepted accounting principles, consistently applied, including, without limiting the
generality of the foregoing, (1) all income, rents, rates, fees, charges, business interruption
insurance proceeds, connection fees and charges or other moneys derived by the District from the
Wastewater Service or other services, facilities, and commodities sold, furnished or supplied
through the facilities of or in the conduct or operation of the business of the Wastewater System;
(2) the earnings on and income derived from the investment of amounts described in clause (1)
above and from District reserves held for the Wastewater System; and (3) the proceeds derived
by the District directly or indirectly from the sale, lease or other disposition of a part of the
Wastewater System; but excluding (a) the proceeds of taxes; (b) customers’ deposits or any other
deposits or advances subject to refund until such deposits or advances have become the property
of the District; and (c)advances or contributions in aid of construction. Notwithstanding the
foregoing, there shall be deducted from current Revenues any amounts transferred into the Rate
Stabilization Fund from current Revenues as provided in Section 4.04 hereof and there shall be
added to current Revenues any amounts transferred out of the Rate Stabilization Fund as provided
in Section 4.04 hereof.

Securities Depository

“Securities Depository” means The Depository Trust Company and its successors
and assigns, or any other securities depository selected as set forth in Section 2.12.

SIFMA Swap Index

“SIFMA Swap Index” means, on any date, a rate determined on the basis of the
seven-day high grade market index of tax-exempt variable rate demand obligations, as produced
by Municipal Market Data and published or made available by the Securities Industry & Financial
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Markets Association (formerly the Bond Market Association) (“SIFMA”) or by any person acting
in cooperation with or under the sponsorship of SIFMA and effective from such date.

State
“State” means the State of California.

State Water Board

“State Water Board” means the California State Water Resources Control Board.

Subsidy Payments

“Subsidy Payments” means payments with respect to Parity Obligations made by
the United States Treasury to the District or a trustee or fiduciary pursuant to Section 54AA of the
Code, Section 6431 of the Code, or Section 1400U-2 of the Code or any successor to or extension
or replacement of any of such provisions of the Code, or any provisions of the Code that create
similar direct-pay subsidy programs.

Supplemental Indenture

“Supplemental Indenture” means any indenture then in full force and effect which
has been executed by the District and the Trustee, amendatory hereof or supplemental hereto; but
only if and to the extent that such Supplemental Indenture is specifically authorized hereunder.

Tax Certificate

“Tax Certificate” means the Tax Certificate delivered by the District at the time of
the issuance and delivery of the Bonds, as the same may be amended or supplemented in
accordance with its terms.

Trustee

“Trustee” means U.S. Bank National Association, a national banking association
duly organized and existing under and by virtue of the laws of the United States of America and
authorized to accept and execute trusts of the character herein set forth, at its Principal Corporate
Trust Office, acting in its capacity as trustee under and pursuant hereto, and its successors or
assigns, or any other bank or trust company or national banking association at its Principal
Corporate Trust Office which may at any time be substituted in its place as provided in
Section 6.01.

\Wastewater Service

“Wastewater Service” means the wastewater collection, conveyance, treatment and
disposal services made available or provided by the Wastewater System.
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Wastewater System

“Wastewater System” means the whole and each and every part of the wastewater
collection, conveyance, treatment and disposal system of the District, including all real property
and buildings, including the portion thereof existing on the date hereof, and including all additions,
betterments, extensions and improvements to such Wastewater System or any part thereof
hereafter acquired or constructed.

Written Request of the District

“Written Request of the District” means an instrument in writing signed by the
General Manager or by any other officer of the District duly authorized by the Board of Directors
for that purpose.

SECTION 1.02. Interpretation.

@ Unless the context otherwise indicates, words expressed in the singular shall
include the plural and vice versa and the use of the neuter, masculine, or feminine gender is for
convenience only and shall be deemed to mean and include the neuter, masculine or feminine
gender, as appropriate.

(b) Headings of articles and sections herein and the table of contents hereof are
solely for convenience of reference, do not constitute a part hereof and shall not affect the meaning,
construction or effect hereof.

(c) All references herein to “Avrticles,” “Sections” and other subdivisions are to
the corresponding Articles, Sections or subdivisions of this Indenture; the words “herein,”
“hereof,” “hereby,” “hereunder” and other words of similar import refer to this Indenture as a
whole and not to any particular Article, Section or subdivision hereof.

SECTION 1.03. Equal Security. In consideration of the acceptance of the
Bonds by the Holders thereof, this Indenture shall be deemed to be and shall constitute a contract
between the District and the Trustee for the benefit of the Holders from time to time of all of the
Bonds executed, authenticated and delivered hereunder and then Outstanding to secure the full and
final payment of the interest on and the principal of and the redemption premiums, if any, on all
such Bonds, subject to the agreements, conditions, covenants and terms contained herein; and all
agreements, conditions, covenants and terms contained herein required to be observed or
performed on behalf of the District shall be for the equal and proportionate benefit, security and
protection of the Holders from time to time of all Bonds without preference, priority or distinction
as to security or otherwise of any Bonds over any other Bonds.

ARTICLE II
AUTHORIZATION AND ISSUANCE OF BONDS

SECTION 2.01. Authorization and Purpose of Bonds.

@ The District has reviewed all proceedings heretofore taken relative to the
authorization of the Bonds and has found, as a result of such review, and hereby finds and
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determines that all acts, conditions and things required by the Law to exist, happen and be
performed precedent to the issuance of the Bonds do exist, have happened and have been
performed in due time, form and manner as required by the Law, and that the District is now
authorized, pursuant to each and every requirement of the Law and hereof, to issue the Bonds
under the Law in the aggregate principal amount of [principal amount in words] dollars
($[principal amount]) in the form and manner provided herein. The Bonds shall be entitled to the
benefit, protection and security of the provisions hereof, shall be designated the “Union Sanitary
District Wastewater Revenue Refunding Bonds, Series 2016 and shall be issued by the District
under and pursuant to the Law and under and pursuant hereto. The Bonds may contain or have
endorsed thereon such descriptive provisions, specifications and words not inconsistent with the
provisions hereof as may be desirable or necessary to comply with custom or the rules of any
securities exchange or commission or brokerage board or otherwise as may be determined by the
District prior to the delivery thereof.

(b) The purpose for which the Bonds are to be issued is to provide funds to the
District which, together with other available funds of the District, will be sufficient to provide for
the refunding of the District’s obligations under the Prior Agreements and to pay Costs of Issuance.

(c) From and after the issuance of the Bonds the findings and determinations of
the Board of Directors respecting the Bonds shall be conclusive evidence of the existence of the
facts so found and determined in any action or proceeding in any court in which the validity of
such Bonds is at issue, and no bona fide purchaser of any of the Bonds shall be required to see to
the existence of any fact or to the performance of any condition or to the taking of any proceeding
required prior to such issuance or to the application of the purchase price paid for the Bonds. The
validity of the issuance of the Bonds shall not be dependent on or affected in any way by any
proceedings taken by the District for the payment and refunding of any of the District’s obligations
under the Prior Agreements, and the recital contained in the Bonds that the Bonds are issued under
and pursuant to the Law and under and pursuant hereto shall be conclusive evidence of their
validity and of the regularity of their issuance, and all Bonds shall be incontestable from and after
their issuance. The Bonds shall be deemed to be issued, within the meaning hereof, whenever the
definitive Bonds (or any temporary Bonds exchangeable therefor) have been delivered to the
purchaser thereof and the purchase price thereof received.

SECTION 2.02. Registration and Denominations of Bonds. The Bonds shall
be issued as fully registered bonds in denominations of $5,000 or any integral multiple thereof.
The Bonds shall be initially registered in the name of Cede & Co., as nominee of the Securities
Depository and shall be evidenced by one Bond for each maturity of the Bonds in the principal
amount of the respective maturities of the Bonds. The Bonds shall be numbered in consecutive
numerical order from R-1 upwards. Registered ownership of the Bonds, or any portion thereof,
may not thereafter be transferred except as set forth in this Article I1.

SECTION 2.03. Date and Maturity Dates of and Interest Rates on Bonds.
The Bonds shall be dated the date of the initial delivery thereof. The Bonds shall mature on the
following dates in the following amounts (subject to the right of prior redemption set forth in
Article 111) and shall bear interest at the following rates per annum:
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Maturity Date Principal Interest

(August 1) Amount Rate
$ %
SECTION 2.04. Interest Payment Dates of Bonds. The interest on the Bonds

shall be computed on the basis of a 360-day year of twelve (12) 30-day calendar months and shall
be payable on each Interest Payment Date. The Bonds shall bear interest from the Interest Payment
Date next preceding the date of authentication thereof, unless they are authenticated on a day
during the period from the day after a Record Date for an Interest Payment Date to such Interest
Payment Date, both dates inclusive, in which event they shall bear interest from such Interest
Payment Date, or unless they are authenticated on a day on or before the Record Date for the first
Interest Payment Date, in which event they shall bear interest from their date; provided, that if at
the time of authentication of any Bond interest is then in default on the Outstanding Bonds, such
Bond shall bear interest from the Interest Payment Date to which interest has previously been paid
or made available for payment on the Outstanding Bonds.

SECTION 2.05. Form of Bonds. The Bonds and the authentication
endorsement and assignment to appear thereon shall be substantially in the form set forth in Exhibit
A hereto attached and by this reference herein incorporated.

SECTION 2.06. Payment of Bonds. The interest on and principal of the
Bonds shall be payable in lawful money of the United States of America at the Principal Corporate
Trust Office of the Trustee, and the District and the Trustee may deem and treat the Holder of any
Bond as the absolute owner of such Bond for all purposes hereof, whether such Bond shall be
overdue or not, and neither the District nor the Trustee shall be affected by any notice or knowledge
to the contrary. Payment of interest on the Bonds due on or before the maturity or prior redemption
thereof shall be made only to the Person whose name appears in the registration books required to
be kept by the Trustee pursuant to Section 2.08 as the Holder thereof at the close of business as of
the Record Date next preceding each Interest Payment Date, such interest to be paid by check
mailed by first class mail on each Interest Payment Date to such registered Holder at such Holder’s
address as it appears on such books, except that payment shall be made at a Holder’s option by
wire transfer on each Interest Payment Date of immediately available funds to an account in a bank
or trust company or savings bank that is a member of the Federal Reserve System and that is
located in the United States of America according to written instructions given by such Holder to
the Trustee by the applicable Record Date. Payment of the principal of the Bonds shall be made
only to the Person whose name appears in the registration books required to be kept by the Trustee
pursuant to Section 2.08 as the Holder thereof, such principal to be paid upon surrender of the
Bonds at the Principal Corporate Trust Office of the Trustee at maturity or upon prior redemption.
All such payments of interest on and principal of the Bonds shall be valid and effectual to satisfy
and discharge the liability on such Bonds to the extent of the sum or sums so paid.
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SECTION 2.07. Execution of Bonds. The Bonds shall be signed on behalf of
the District by the manual or facsimile signature of the General Manager or, if the General
Manager’s signature cannot be obtained for any reason, the manual or facsimile signature of the
President or Vice President of the Board of Directors, whereupon they shall be delivered to the
Trustee for authentication and delivery by the Trustee to the purchaser thereof upon receipt of a
Written Request of the District; provided, that in case any officer of the District who shall have
signed any of the Bonds shall cease to be such officer before the Bonds so signed shall have been
delivered to the purchaser or purchasers thereof by the Trustee, such Bonds may nevertheless be
delivered by the Trustee, and upon such delivery shall be as binding upon the District as though
such officer who signed the same had continued to be such officer until such delivery; and provided
further, that any Bond may be signed on behalf of the District by any person who on the actual
date of the execution of such Bond shall be the proper officer of the District, although on the
nominal date of such Bond such person shall not have been such officer of the District. Only those
Bonds that bear thereon a certificate of authentication manually executed by the Trustee shall be
entitled to any benefit, protection or security hereunder or be valid or obligatory for any purpose,
and such certificate of authentication of the Trustee shall be conclusive evidence that the Bonds
so authenticated have been duly authorized, sold, executed and delivered hereunder and are entitled
to the benefits hereof.

SECTION 2.08. Transfer and Exchange of Bonds. The Trustee shall keep at
its Principal Corporate Trust Office sufficient books for the registration of the transfer and
exchange of the Bonds, which books shall at all times during normal business hours and upon
reasonable prior notice be open to inspection by the District. Subject to Section 2.12. any Bond
may, in accordance with its terms, be transferred or exchanged on such books by the Person in
whose name it is registered, in person or by such Person’s duly authorized attorney, upon payment
by the Person requesting such transfer or exchange of any tax or other governmental charge
required to be paid with respect to such transfer or exchange and upon surrender of such Bond for
cancellation accompanied by delivery of a duly executed written instrument of transfer or
exchange in the form attached to the Bonds or in such other form reasonably acceptable to the
Trustee. Whenever any Bond or Bonds shall be surrendered for transfer or exchange, the District
shall execute and the Trustee shall authenticate and deliver a new Bond or Bonds in authorized
denominations in the same aggregate principal amount.

SECTION 2.09. Mutilated, Destroyed, Stolen or Lost Bonds. In case any
Bond shall become mutilated or shall be believed by the District to have been destroyed, stolen or
lost, upon proof of ownership satisfactory to the District and the Trustee and upon the surrender
of such mutilated Bond at the Principal Corporate Trust Office of the Trustee, or upon the receipt
of evidence reasonably satisfactory to the Trustee of such destruction, theft or loss and upon receipt
of indemnity reasonably satisfactory to the Trustee, and also upon payment of all expenses incurred
by the District and the Trustee in the premises, the District shall execute and the Trustee shall
authenticate and deliver at such office a new Bond or Bonds for the same aggregate principal
amount in authorized denominations of like tenor and date and bearing such numbers and notations
as the Trustee shall determine in exchange and substitution for and upon cancellation of the
mutilated Bond or in lieu of and in substitution for the Bond so destroyed, stolen or lost; provided,
that if any such destroyed, stolen or lost Bond shall have matured, payment of the amount due
thereon may be made by the Trustee upon receipt of like proof, indemnity and payment of
expenses.
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Any replacement Bonds issued pursuant to this section shall be entitled to equal
and proportionate benefits with all other Bonds issued hereunder, and the District and the Trustee
shall not be required to treat both the original Bond and any replacement Bond as being
Outstanding for the purpose of determining the principal amount of Bonds which may be issued
hereunder or for the purpose of determining any percentage of Bonds Outstanding hereunder, but
both the original and the replacement Bond shall be treated as one and the same.

SECTION 2.10. Temporary Bonds. The Bonds may be initially issued in
temporary form exchangeable for definitive Bonds when ready for delivery, which temporary
Bonds shall be printed, lithographed or typewritten, shall be of such denominations as may be
determined by the District, shall be issued in fully registered form and shall contain such reference
to any of the provisions hereof as may be appropriate, and each temporary Bond shall be executed
by the District upon the same conditions and in substantially the same manner as the definitive
Bonds. If the District issues temporary Bonds, it will execute and furnish definitive Bonds without
delay, and thereupon the temporary Bonds may be surrendered in exchange therefor at the
Principal Corporate Trust Office of the Trustee, and the Trustee shall authenticate and deliver in
exchange for such temporary Bonds an equal aggregate principal amount of definitive Bonds in
authorized denominations of the same maturity date or dates, and until so exchanged, the
temporary Bonds shall be entitled to the same benefits as definitive Bonds issued hereunder.

SECTION 2.11. Issuance of Bonds; Application of Proceeds of Sale of
Bonds. At any time after the execution of this Indenture, the District may execute and the Trustee
shall authenticate and, upon Written Request of the District, deliver the Bonds in the aggregate
principal amount of [principal amount in words] dollars ($[principal amount]). Upon the receipt
of the proceeds of the sale of the Bonds in the amount of $] | (consisting of the aggregate
principal amount of the Bonds of $[principal amount], [plus/less] [net] original issue
[premium/discount] of 3 | and less the underwriter’s discount of 3] ]), the
Trustee shall (upon receipt of a Written Request of the District) set aside and deposit such proceeds
in the following funds, in the following order:

@) The Trustee shall deposit in the “Refunding Fund” (which fund the Trustee
shall establish and maintain) an amount of such proceeds equal to $| |; and on the date
of such deposit, the Trustee shall transfer $] | in the Refunding Fund to the State Water
Board for the prepayment of the District’s obligations under the Prior Agreements (and thereupon
the Trustee shall close the Refunding Fund);

(b) The Trustee shall deposit in the “Costs of Issuance Fund” (which fund the
Trustee shall establish and maintain) the remainder of such proceeds, being the amount of
$ ]. All money in the Costs of Issuance Fund shall be used and withdrawn by the Trustee
to pay the Costs of Issuance upon receipt of a Written Request of the District filed with the Trustee,
each of which shall be sequentially numbered and shall state the person to whom payment is to be
made, the amount to be paid, the purpose for which the obligation was incurred and that such
payment is a proper charge against such fund; provided, that on | |, or upon a prior
determination by the District that all Costs of Issuance have been paid (as set forth in a Certificate
of the District so determining filed with the Trustee), any balance of money remaining in the Costs
of Issuance Fund shall be withdrawn from the Costs of Issuance Fund by the Trustee and deposited
in the Debt Service Fund and the Costs of Issuance Fund shall be closed. Each such Written
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Request of the District shall be sufficient evidence to the Trustee of the facts stated therein and the
Trustee shall have no duty to confirm the accuracy of such facts.

(c) The Trustee may, in its discretion, establish a temporary fund or account in
its books and records to facilitate any such transfers.

SECTION 2.12. Use of Securities Depository.

@ The Bonds shall initially be issued as provided in Section 2.02. Registered
ownership of the Bonds, or any portion thereof, may not thereafter be transferred except:

() To any successor to the Securities Depository or its nominee, or to
any substitute Securities Depository designated pursuant to clause (ii) of this subsection (a)
(“substitute Securities Depository”); provided that the successor to the Securities Depository or
substitute Securities Depository shall be qualified under any applicable laws to provide the service
proposed to be provided by it;

(i) To any substitute Securities Depository designated by the District
and not objected to by the Trustee, upon (1) the resignation of the Securities Depository or its
successor (or any substitute Securities Depository or its successor); or (2) a determination by the
District that the Securities Depository or its successor (or any substitute Securities Depository or
its successor) is no longer able to carry out its functions as Securities Depository; provided, that
any such substitute Securities Depository shall be qualified under any applicable laws to provide
the services proposed to be provided by it; or

(ili)  To any Person as provided below, upon (1) the resignation of the
Securities Depository (or substitute Securities Depository or its successor) from its functions as
Securities Depository; provided, that no substitute Securities Depository which is not objected to
by the Trustee can be obtained or (2) a determination by the District that it is in the best interests
of the District to remove the Securities Depository (or any substitute Securities Depository or its
successor) from its functions as Securities Depository.

(b) In the case of any transfer pursuant to clause (i) or clause (ii) of subsection
(a) of this Section 2.12, upon receipt of the Outstanding Bonds by the Trustee, together with a
Certificate of the District to the Trustee, a single new Bond for each maturity shall be executed
and delivered in the aggregate principal amount of the Bonds of such maturity then Outstanding,
registered in the name of the Securities Depository or such substitute Securities Depository, or
their nominees, as the case may be, all as specified in such Certificate of the District. In the case
of any transfer pursuant to clause (iii) of subsection (a) of this Section 2.12, upon receipt of the
Outstanding Bonds by the Trustee, new Bonds shall be executed and delivered in such
denominations numbered in consecutive order from R-1 up and registered in the names of such
Persons as are requested in such a Certificate of the District, subject to the limitations of Section
2.02, provided the Trustee shall not be required to deliver such new Bonds within a period less
than sixty (60) days from the date of receipt of such Certificate of the District.

(© If the Bonds are registered in the name of a Securities Depository as
provided herein, in the case of partial redemption or an advance refunding of the Bonds evidencing
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all or a portion of the principal amount then Outstanding, the Securities Depository shall make an
appropriate notation on the Bonds indicating the date and amounts of such reduction in principal,
in form acceptable to the Trustee.

(d) The District and the Trustee shall be entitled to treat the Person in whose
name any Bond is registered as the Holder thereof for all purposes of this Indenture and any
applicable laws, notwithstanding any notice to the contrary received by an officer of the District
or the Trustee; and the District and the Trustee shall have no responsibility for transmitting
payments to, communication with, notifying, or otherwise dealing with any Beneficial Owners of
the Bonds. Neither the District nor the Trustee shall have any responsibility or obligation, legal
or otherwise, to the Beneficial Owners or to any other party including the Securities Depository or
its successor (or substitute Securities Depository or its successor), except to the Holder of any
Bond.

(e) Notwithstanding any other provision of this Indenture to the contrary, so
long as all Bonds are registered in the name of any nominee of the Securities Depository, any
requirement for transfer or delivery of the Bonds, with respect to redemption or otherwise, may be
effectuated by providing appropriate transfer instructions to the Securities Depository.

ARTICLE Il
REDEMPTION OF BONDS

SECTION 3.01. Redemption of Bonds.

@) The Bonds maturing on and after August 1, 20[__] shall be subject to
redemption prior to their respective stated maturity dates at the option of the District, from any
source of available funds, as a whole or in part (in such amounts and maturities as may be specified
by the District, or if the District fails to specify such maturities, in inverse order of maturity) on
any date on or after August 1, 20[__], at a redemption price equal to the principal amount of the
Bonds called for redemption, together with accrued interest thereon to the date fixed for
redemption, without premium. The District shall give the Trustee (unless waived by the Trustee)
written notice at least twenty-five (25) days (or such lesser time period acceptable to the Trustee)
before any date fixed for the redemption of any Bonds pursuant to this subsection designating the
amounts and maturities called for redemption and the date of such redemption.

(b) The Bonds shall be subject to extraordinary redemption prior to their
respective stated maturity dates at the option of the District, from Net Proceeds, as a whole or in
part (in such amounts and maturities as may be specified by the District, or if the District fails to
specify such maturities, in inverse order of maturity) on any date, at a redemption price equal to
the principal amount of the Bonds called for redemption, together with accrued interest thereon to
the date fixed for redemption, without premium. The District shall give the Trustee (unless waived
by the Trustee) written notice at least twenty-five (25) days (or such lesser time period acceptable
to the Trustee) before any date fixed for the redemption of any Bonds pursuant to this subsection
designating the amounts and maturities called for redemption and the date of such redemption.

(c) The Bonds maturing on August 1, 20[ ] are subject to mandatory
redemption in part (by lot) or payment at maturity, as the case may be, on each August 1 on and
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after August 1, 20[__], from mandatory sinking fund payments which are here established
therefore as set forth in the following schedule, at a redemption price equal to the principal amount
of the Bonds called for redemption, together with accrued interest thereon to the date fixed for
redemption, without premium.

Mandatory Sinking Fund

Payment Date Mandatory Sinking Fund
(August 1) Payment
$
(Maturity)

(d) In the event of any redemption of the Bonds maturing on August 1, 20[ ]
pursuant to subsections (a) or (b) of this Section, the schedule of mandatory sinking fund payments
in subsection (c) of this Section shall be adjusted in a manner determined by the District to reflect
such redemption, as set forth in a Written Request of the District delivered to the Trustee.

SECTION 3.02. Partial Redemption of Bonds. If less than all Bonds of any
maturity or any given portion thereof are to be redeemed at any one time, the Trustee shall select
the Bonds of such maturity or any given portion thereof to be redeemed, by lot, in any manner that
the Trustee in its sole discretion deems appropriate and fair. For purposes of such selection, Bonds
or portions thereof shall be in integral multiples of $5,000 and, in selecting Bonds for redemption,
each Bond shall be treated as representing that number of Bonds as is obtained by dividing the
principal amount of such Bond by $5,000 any such $5,000 multiple may be separately redeemed.

SECTION 3.03. Notice of Redemption. Notice of redemption shall be mailed
by first-class mail by the Trustee, not less than twenty (20) nor more than sixty (60) days prior to
the redemption date to the respective Holders of the Bonds designated for redemption at their
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addresses appearing on the registration books of the Trustee. Each notice of redemption shall state
the date of such notice, the redemption price, the place of redemption (including the name and
appropriate address of the Trustee), and, if less than all of the Bonds are to be redeemed, the
maturities of the Bonds to be redeemed and, in the case of Bonds to be redeemed in part only, the
respective portions of the principal amount thereof to be redeemed. Each such notice shall also
state that on said date there will become due and payable on each of said Bonds the redemption
price thereof and in the case of a Bond to be redeemed in part only, the specified portion of the
principal amount thereof to be redeemed, together with interest accrued thereon to the redemption
date, and that from and after such redemption date interest thereon shall cease to accrue, and shall
require that such Bonds be then surrendered at the address of the Trustee specified in the
redemption notice. Neither failure to receive any such notice nor any defect therein shall affect
the validity of the proceedings for redemption of such Bonds or the cessation of the accrual of
interest on the redemption date.

In the case of redemption described in Section 3.01(a) or (b), the notice may state
(1) that it is conditioned upon the deposit of money, in an amount equal to the amount necessary to
effect the redemption, with the Trustee no later than the redemption date or (ii) that the District
retains the right to rescind such notice on or prior to the scheduled redemption date (in either case,
a “Conditional Redemption”), and such notice and optional redemption shall be of no effect if such
money is not so deposited or if the notice is rescinded.

Any Conditional Redemption may be rescinded in whole or in part at any time prior
to the redemption date if the District delivers a Certificate of the District to the Trustee instructing
the Trustee to rescind the redemption notice. The Trustee shall give prompt notice of such
rescission to the affected Holders. Any Bonds subject to Conditional Redemption where
redemption has been rescinded shall remain Outstanding, and the rescission shall not constitute an
Event of Default. Further, in the case of a Conditional Redemption, the failure of the District to
make funds available in part or in whole on or before the redemption date shall not constitute an
Event of Default, and the Trustee shall give prompt notice to the affected Holders that the
redemption did not occur and that the Bonds called for redemption and not so paid remain
Outstanding.

SECTION 3.04. Effect of Redemption. If notice of redemption has been duly
given as aforesaid and money for the payment of the redemption price of the Bonds called for
redemption is held by the Trustee, then on the redemption date designated in such notice the Bonds
so called for redemption shall become due and payable, and from and after the date so designated
interest on such Bonds shall cease to accrue, and the Holders of such Bonds shall have no rights
in respect thereof.

All Bonds redeemed pursuant to the provisions of this section shall be cancelled by
the Trustee and shall be destroyed with a certificate of destruction furnished to the District, if it so
requests, and shall not be reissued.
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ARTICLE IV
PLEDGE OF NET REVENUES AND OTHER AMOUNTS; ALLOCATION OF REVENUES;
FUNDS AND ACCOUNTS; PAYMENT OF BONDS;
ADDITIONAL PARITY OBLIGATIONS

SECTION 4.01. Pledge of Net Revenues and Other Amounts. The District
hereby irrevocably pledges the Net Revenues to the payment of the Bonds and the Parity
Obligations without priority or distinction of one over the other and the Net Revenues shall not be
used for any other purpose while any of the Bonds remain Outstanding; provided that out of the
Net Revenues there may be apportioned such sums for such purposes as are expressly permitted
herein. This pledge shall constitute a first and exclusive lien on Net Revenues. In addition, the
District hereby irrevocably pledges all amounts (including proceeds of the sale of the Bonds) held
by the Trustee in any fund or account established hereunder (other than amounts on deposit in the
Rebate Fund) to the payment of the interest on and principal of the Bonds as provided herein and
such amounts shall not be used for any other purpose while any of the Bonds remain Outstanding;
provided, however, that out of such amounts there may be applied such sums for such purposes as
are permitted hereunder.

SECTION 4.02. Allocation of Revenues. In order to carry out and effectuate
the pledge of and lien on Net Revenues contained in Section 4.01, the District agrees and covenants
that all Revenues shall be received by the District in trust and shall be deposited when and as
received in a special fund designated as the “Revenue Fund”, which fund the District agrees and
covenants to maintain and to hold separate and apart from other funds so long as any Bonds remain
Outstanding. Moneys in the Revenue Fund shall be used and applied by the District only in the
following order as provided herein:

@ The District shall pay all Operation and Maintenance Costs (including
amounts reasonably required to be set aside in contingency reserves for Operation and
Maintenance Costs, the payment of which is not then immediately required) as they become due
and payable and shall make such deposits to the Rate Stabilization Fund as it may determine from
time to time in accordance with Section 4.04; and

(b) The District shall pay the principal of and interest on the Bonds and pay all
Parity Obligations and make any deposits or transfers required to be made by the District pursuant
to this Indenture and all Parity Obligation Contracts, in each case at the times and in the amounts
required by this Indenture and each Parity Obligation Contract.

As long as all payments required to be paid by the District pursuant to this Section
4.02 have been paid and all deposits or transfers required to be made by the District pursuant to
this Section 4.02 have been made at the times and in the amounts required by this Section 4.02,
Revenues on deposit in the Revenue Fund may be applied and used by the District for any lawful
purpose.

SECTION 4.03. Debt Service Fund. On or before each Interest Payment
Date, the District, from amounts in the Revenue Fund, shall transfer to the Trustee pursuant to
Section 4.02(b) for deposit in the “Debt Service Fund”, which fund the Trustee shall establish,
maintain and hold in trust so long as any Bonds remain Outstanding, a sum equal to the amount of
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interest on and principal of and mandatory sinking fund payments for the Bonds becoming due on
such Interest Payment Date; provided, no such transfer need be made if the amount on deposit in
the Debt Service Fund is at least equal to the amount of interest on and principal of and mandatory
sinking fund payments for the Bonds becoming due on such Interest Payment Date.

All money on deposit in the Debt Service Fund shall be used and withdrawn by the
Trustee solely for the purpose of paying the interest on and principal of and mandatory sinking
fund payments for the Bonds as such interest, principal and mandatory sinking fund payments
become due and payable.

SECTION 4.04. Rate Stabilization Fund. The District may establish a fund
designated as the “Rate Stabilization Fund” to be held by the District. From time to time the
District may deposit into the Rate Stabilization Fund, from current Revenues, such amounts as the
District shall determine and the amount of available current Revenues shall be reduced by the
amount so transferred. The District may also deposit amounts in the Rate Stabilization Fund from
any lawfully available source other than current Revenues and the amount of available current
Revenues shall not be reduced by the amounts so transferred. Amounts may be transferred from
the Rate Stabilization Fund and deposited in the Revenue Fund, and any amounts so transferred
shall be deemed Revenues when so transferred. Deposits to and transfers from the Rate
Stabilization Fund for each Fiscal Year shall be made within 270 days after the end of such Fiscal
Year. All interest or other earnings upon amounts in the Rate Stabilization Fund may be withdrawn
therefrom and accounted for as Revenues.

SECTION 4.05. Additional Parity Obligations.

@ After the issuance of the Bonds, the District may at any time and from time
to time issue, incur or create any Parity Obligations; provided:

Q) there shall not have occurred and be continuing an Event of Default
under the terms of this Indenture (or the issuance, incurrence or creation of such Parity Obligations
will cure any such Event of Default); and

(i) the District obtains or provides a certificate or certificates prepared
by the District or at the District’s option by a Consultant showing that either:

Q) the Adjusted Net Revenues for either the most recent Fiscal
Year for which audited financial statements are available or any 12 consecutive
calendar month period (selected by the District) during the 18 consecutive calendar
month period ending immediately prior to the issuance, incurrence or creation of
such additional Parity Obligations were at least equal to the Coverage Requirement
for the most recently completed Fiscal Year, including in the calculation of the
Coverage Requirement for this purpose the Average Annual Debt Service for the
additional Parity Obligations to be issued, incurred or created; and for the purpose
of providing such certificate or certificates, the District or the District’s Consultant,
as applicable, may adjust the Adjusted Net Revenues for such Fiscal Year or 12
calendar month period, as the case may be, to reflect:
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(A)  anallowance for Net Revenues that would have been
derived from each new connection to the Wastewater System that was made
prior to the issuance, incurrence or creation of such additional Parity
Obligations but which was not in existence during all or any part of such
Fiscal Year or 12 calendar month period under consideration, in an amount
equal to the estimated additional Net Revenues that would have been
derived from each such connection if it had been made prior to the
beginning of such Fiscal Year or 12 calendar month period; provided that
such certificate or certificates shall show that the amount of Adjusted Net
Revenues for the Fiscal Year or 12 calendar month period under
consideration was equal to at least 100% of the Debt Service for all
Outstanding Bonds and Parity Obligations for such Fiscal Year or 12
calendar month period before making any allowance for new connections
to the Wastewater System pursuant to this subparagraph (A), and

(B)  anallowance for Net Revenues that would have been
derived from any increase in the rates, fees and charges fixed and prescribed
for Wastewater Service which became effective prior to the issuance,
incurrence or creation of such additional Parity Obligations but which was
not in effect during all or any part of such Fiscal Year or 12 calendar month
period, in an amount equal to the estimated additional Net Revenues that
would have been derived from such increase in rates, fees and charges if it
had been in effect prior to the beginning of such Fiscal Year or 12 calendar
month period; or

@) the estimated Adjusted Net Revenues for each of the five full

Fiscal Years next following the earlier of (x) the end of the period during which
interest on such additional Parity Obligations is to be capitalized or, if no interest
is capitalized, the Fiscal Year in which such additional Parity Obligations are
issued, incurred or created, or (y) the date on which substantially all projects
financed with the proceeds of such additional Parity Obligations plus all projects
financed with all existing Parity Obligations are expected to commence operations,
will be at least equal to the Coverage Requirement for each such Fiscal Year; and
for the purpose of providing such certificate or certificates, the District or the
District’s Consultant, as applicable, may adjust the foregoing estimated Adjusted
Net Revenues to reflect:

OHSUSA:765687646.4
81 of 247

(A) anallowance for Net Revenues that are estimated to
be derived from any increase in the rates, fees and charges for Wastewater
Service which have been adopted and which will be in effect during all or
any portion of the period for which such estimates are provided; and

(B)  anallowance for Net Revenues that are estimated to
be derived from new connections to the Wastewater System reasonably
expected during all or any portion of the period for which such estimates
are provided in an amount equal to the additional Net System Revenues that
are estimated to be derived from such connections; provided that such
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certificate or certificates shall show that the estimated Adjusted Net
Revenues for each of the five Fiscal Years for which such estimates are
provided will be equal to at least 100% of the Debt Service for all
Outstanding Bonds and Parity Obligations for each such Fiscal Year before
making any allowance for new connections to the Wastewater System
pursuant to this subparagraph (B).

For purposes of clause (2) above, with respect to Operation and Maintenance Costs,
the District or the District’s Consultant, as applicable, shall use such assumptions (which shall be
set forth in such certificate or certificates) as such believes to be reasonable, taking into account:
(i) historical Operation and Maintenance Costs, (ii) Operation and Maintenance Costs associated
with any additions, improvements or betterments to or extensions or replacements of the
Wastewater System to be financed with the proceeds of such additional Parity Obligations and any
other new additions, improvements or betterments to or extensions or replacements of the
Wastewater System during the period for which such estimates are provided and (iii) such other
factors, including inflation and changing operations or policies, as the District or the District’s
Consultant, as applicable, believes to be appropriate.

(b) Without regard to Section 4.05(a), the District may at any time issue, incur
or create Parity Obligations that are Reimbursement Obligations or issue, incur or create Parity
Obligations under a Hedge Agreement provided that such Reimbursement Obligations or Hedge
Agreement relate to Parity Obligations or anticipated Parity Obligations.

(© Without regard to Section 4.05(a), the District may at any time issue, incur
or create Parity Obligations for the purpose of refunding, refinancing or prepaying any obligation
payable from Net Revenues (including the payment of any costs incurred in connection with such
refunding, refinancing or prepayment and the creation of such Parity Obligations and the creation
of reserve funds, if any, for such Parity Obligations).

(d) Nothing contained in this Indenture shall limit the ability of the District to
issue, incur or create obligations payable from the Net Revenues on a basis that is subordinate in
both payment and lien priority to the Bonds and any other Parity Obligations.

SECTION 4.06. Deposit and Investments of Money in Accounts and Funds.
Subject to Section 5.04, all money held by the Trustee in any of the accounts or funds established
pursuant hereto shall be invested in Permitted Investments at the Written Request of the District.
Such investments shall mature on or before the dates on which such money is anticipated to be
needed for disbursement hereunder. Subject to Section 5.04, all interest or profits received from
the investment of the money held by the Trustee in any of the accounts or funds hereunder shall
be deposited in the Debt Service Fund.

The Trustee may commingle the funds and accounts established hereunder for
investment purposes, but shall account for each separately. The Trustee or an affiliate may act as
principal or agent in the acquisition or disposition of any investment and shall be entitled to its
customary fees therefor. In the absence of written investment instructions from the District, the
Trustee shall (i) notify the District in writing that it does not have investment instructions, and
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(ii) until such instructions are received, such funds shall be held uninvested. The Trustee shall not
be liable for any loss for any investment made in accordance with this Section 4.06.

The District acknowledges that to the extent regulations of the Comptroller of the
Currency or other applicable regulatory entity grant the District the right to receive brokerage
confirmations of security transactions as they occur, the District specifically waives receipt of such
confirmations to the extent permitted by law. The Trustee will furnish the District periodic cash
transaction statements which shall include detail for all investment transactions made by the
Trustee hereunder.

SECTION 4.07. Accounting Records and Statements. The Trustee shall keep
proper books of record and account in accordance with corporate trust industry standards in which
complete and correct entries shall be made of all transactions made by the Trustee relating to the
receipt, investment, disbursement, allocation and application of the amounts held by the Trustee
hereunder. Such records shall be open to inspection by the District and by any Holder at any
reasonable time during regular business hours on reasonable notice. Not later than the
fifteenth (15th) day of each month, commencing on [November 15, 2016], and continuing so long
as any Bonds are Outstanding, the Trustee will furnish to the District a complete statement (which
may be in the form of its regular account statements) covering the receipts, deposits and
disbursements of the funds held by the Trustee hereunder for the preceding month.

ARTICLE V
COVENANTS OF THE DISTRICT

SECTION 5.01. Punctual Payment. The District will punctually pay the
interest on and principal of the Bonds in strict conformity with the terms hereof and of the Bonds,
and will faithfully observe and perform all the agreements, conditions, covenants and terms
contained herein and in the Bonds required to be observed and performed by it.

SECTION 5.02. Extension of Payment of Bonds. The District shall not
directly or indirectly extend or assent to the extension of the maturity of any of the Bonds or the
time of payment of any claims for interest by the purchase or funding of such Bonds or claims for
interest or by any other arrangement and in case the maturity of any of the Bonds or the time of
payment of any such claims for interest shall be extended, such Bonds or claims for interest shall
not be entitled, in case of any default hereunder, to the benefits of this Indenture, except subject to
the prior payment in full of the principal of all of the Bonds then Outstanding and of all claims for
interest thereon that shall not have been so extended. Nothing in this Section shall be deemed to
limit the right of the District to issue, incur or create Parity Obligations for the purpose of refunding
any Outstanding Bonds, and such issuance, incurrence or creation shall not be deemed to constitute
an extension of maturity of Bonds.

SECTION 5.03. Accounting Records and Reports.

@) The District will keep or cause to be kept proper books of record and
accounts in which complete and correct entries shall be made of all transactions relating to the
receipts, disbursements, allocation and application of the Revenues, and such books shall be
available for inspection by the Trustee, at reasonable hours and under reasonable conditions. The
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District shall also keep or cause to be kept such other information as required under the Tax
Certificate.

(b) The District will prepare (commencing with the Fiscal Year ending June 30,
2017), within 270 days after the end of each Fiscal Year, financial statements of the District (which
shall include the Revenue Fund) for the preceding Fiscal Year and prepared in accordance with
generally accepted accounting principles, together with an Accountant’s Report thereon.

SECTION 5.04. Tax Covenants and Matters; Rebate Fund.

@) The District shall at all times do and perform all acts and things permitted
by law and this Indenture that are necessary or desirable in order to assure that interest paid on the
Bonds will be excluded from gross income for purposes of federal income taxes and shall take no
action that would result in such interest not being excluded from gross income for federal income
taxes. Without limiting the generality of the foregoing, the District agrees to comply with the
provisions of the Tax Certificate.

(b) In addition to the funds established pursuant to Article 1V, the District
hereby agrees and covenants to establish and maintain with the Trustee a fund separate from any
other fund established and maintained hereunder to be known as the “Rebate Fund.” Upon receipt
of a Written Request of the District, there shall be deposited in the Rebate Fund such amounts
furnished by the District as are required to be deposited therein pursuant to the Tax Certificate,
and all money at any time deposited in the Rebate Fund shall be held by the Trustee in trust, to the
extent required to satisfy the Rebate Requirement (as that term is defined in the Tax Certificate),
for payment to the United States of America. All amounts required to be deposited into or on
deposit in the Rebate Fund shall be governed exclusively by this section and by the Tax Certificate
(which is incorporated herein by reference) and by all Written Requests of the District related
thereto filed with the Trustee, and the Trustee shall follow all such Written Requests of the District,
and shall have no liability or responsibility to enforce compliance by the District with the terms of
the Tax Certificate; provided, that notwithstanding any provisions of this section, if the District
shall provide to the Trustee an Opinion of Counsel that any specified action required under this
section is no longer required or that some further or different action is required to maintain the
exclusion from federal income tax of interest with respect to the Bonds, the District and the Trustee
may conclusively rely on such opinion in complying with the requirements of this section, and,
notwithstanding anything to the contrary contained herein, the agreements and covenants
hereunder shall be deemed to be modified to that extent.

(©) The covenants contained in this Section shall survive payment in full or
defeasance of the Bonds.

SECTION 5.05. Protection of Security and Rights of Holders. The District
will preserve and protect the security of the Bonds and the rights of the Holders hereunder, and
will warrant and defend such rights against all claims and demands of all persons.

SECTION 5.06. Against Encumbrances. The District will not make any
pledge of or place any lien on the Net Revenues (or any portion thereof) having priority over or
having parity with the pledge and lien created pursuant to this Indenture except as provided herein;
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provided, that nothing contained herein shall limit the ability of the District to create obligations
that are secured by a pledge, lien or other encumbrance on Net Revenues that is subordinate to the
pledge and lien on Net Revenues created pursuant hereto.

SECTION 5.07. Against Sale of Other Disposition of Property. The District
will not enter into any agreement or lease which impairs the operation of the Wastewater System
or any part thereof necessary to secure adequate Net Revenues for the payment of the principal of
and interest on the Bonds, or which would otherwise impair the rights of the Holders hereunder or
the operation of the Wastewater System. Any real or personal property which has become non-
operative or which is not needed for the efficient and proper operation of the Wastewater System,
or any material or equipment which has become worn out, may be sold if such sale will not impair
the ability of the District to pay the principal and interest on the Bonds. Nothing herein shall
restrict the ability of the District to sell any portion of the Wastewater System if such portion is
immediately repurchased by the District and if such arrangement cannot by its terms result in the
purchaser of such portion of the Wastewater System exercising any remedy which would deprive
the District of or otherwise interfere with its right to own and operate such portion of the
Wastewater System or interfere with its right to collect the Revenues therefrom.

SECTION 5.08. Against Competitive Facilities. The District will not, to the
extent permitted by law, acquire, construct, maintain or operate and will not, to the extent permitted
by law and within the scope of its powers, permit any other public or private agency, corporation,
city or political subdivision or any person whomsoever to acquire, construct, maintain or operate
within the District any Wastewater System competitive with the Wastewater System.

SECTION 5.00. Operation and Maintenance of the Wastewater System. The
District will maintain and preserve the Wastewater System in good repair and working order at all
times and will operate the Wastewater System in an efficient and economical manner and will pay
all Operation and Maintenance Costs as they become due and payable.

SECTION 5.10. Payment of Claims. The District will pay and discharge any
and all lawful claims for labor, materials or supplies which, if unpaid, might become a lien on the
Revenues or the funds or accounts created hereunder or on any funds in the hands of the District
pledged to pay principal and interest on the Bonds or to the Holders or which might impair the
security of the Bonds.

SECTION 5.11. Compliance with Contracts. The District will comply with,
keep, observe and perform all agreements, conditions, covenants and terms, express or implied,
required to be performed by it contained in all contracts for the use of the Wastewater System and
all other contracts affecting or involving the Wastewater System, to the extent that the District is
a party thereto.

SECTION 5.12. Insurance. The District will procure and maintain or cause
to be procured and maintained insurance on the Wastewater System in such amounts and against
such risks (including accident to or destruction of the Wastewater System) as are usually covered
in connection with wastewater systems similar to the Wastewater System; provided that the
District shall not be required to procure or maintain or cause to be procured or maintained any
such insurance unless such insurance is commercially available at reasonable cost. Any insurance
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required to be maintained pursuant to this paragraph may be maintained under a self-insurance
program so long as such self-insurance is maintained in the amounts and manner usually
maintained in connection with wastewater systems similar to the Wastewater System.

SECTION 5.13. Payment of Taxes and Compliance with Governmental
Requlations. The District will pay and discharge all taxes, assessments and other governmental
charges which may hereafter be lawfully imposed upon the Wastewater System, or any part thereof
or upon the Revenues when the same shall become due. The District will duly observe and
conform with all valid regulations and requirements of any governmental authority relative to the
operation of the Wastewater System, or any part thereof, but the District shall not be required to
comply with any regulations or requirements so long as the validity or application thereof shall be
contested in good faith.

SECTION 5.14. Amount of Rates and Charges. The District shall, to the
extent permitted by law (including, without limitation, Section 6 of Article XI1ID of the California
Constitution), fix, prescribe and collect rates and charges for the Wastewater Service in each Fiscal
Year that are reasonably estimated to yield during each Fiscal Year Adjusted Net Revenues for
such Fiscal Year equal to the Coverage Requirement for such Fiscal Year. The District may make
adjustments from time to time in such rates and charges and may make such classification thereof
as it deems necessary, but shall not reduce the rates and charges then in effect unless the Adjusted
Net Revenues from such reduced rates and charges will at all times be sufficient to meet the
requirements of this Section. So long as the District has complied with its obligations set forth
this Section, the failure of the Adjusted Net Revenues for any Fiscal Year to be equal to at least
the Coverage Requirement for such Fiscal Year shall not constitute an Event of Default under this
Indenture.

SECTION 5.15. Collection of Rates and Charges. The District will have in
effect at all times bylaws, rules and regulations requiring each customer to pay the rates and
charges applicable to the Wastewater Service to such customer and providing for the billing thereof
and for a due date and a delinquency date for each bill. In each case where such bill remains
unpaid in whole or in part after it becomes delinquent, the District may discontinue such service
from the Wastewater System, and such service shall not thereafter be recommenced except in
accordance with District rules and regulations governing such situations of delinquency.

SECTION 5.16. Eminent Domain and Insurance Proceeds. If all or any part
of the Wastewater System shall be taken by eminent domain proceedings, or if the District receives
any insurance proceeds (excluding any rental interruption insurance) resulting from a casualty loss
to the Wastewater System, the Net Proceeds of any eminent domain award or insurance proceeds
(excluding any rental interruption insurance) shall, at the option of the District, be applied either
to (A) in the following order of priority, the prepayment of (1) Outstanding Bonds and Parity
Obligations, ratably, in accordance with their respective terms and (2) any other obligation payable
from Net Revenues or (B) to acquire and construct additions, betterments or improvements to the
Wastewater System.

SECTION 5.17. Continuing Disclosure. The District hereby covenants and
agrees that it will comply with and carry out all of the provisions of the Continuing Disclosure
Certificate. Notwithstanding any other provision of this Indenture, failure of the District to comply
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with the provisions of the Continuing Disclosure Certificate shall not be considered an Event of
Default; however, the Trustee shall, at the written request of any Participating Underwriter (as
defined in the Continuing Disclosure Certificate) or of the Holders of at least 25% in aggregate
principal amount of the Bonds then Outstanding (but only to the extent funds in an amount
satisfactory to the Trustee have been provided to it or it has been otherwise indemnified to its
satisfaction from any cost, liability, expense, or additional charges and fees of the Trustee
whatsoever, including reasonable fees and expenses of its attorneys), or any Holder or Beneficial
Owner may, take such actions as may be necessary and appropriate, including seeking mandate or
specific performance by court order, to cause the District to comply with its obligations under this
Section 5.17.

SECTION 5.18. Waiver of Laws. The District shall not at any time insist
upon or plead in any manner whatsoever, or claim or take the benefit or advantage of, any stay or
extension law now or at any time hereafter in force that may affect the covenants and agreements
contained in this Indenture or in the Bonds, and all benefit or advantage of any such law or laws
is hereby expressly waived by the District to the extent permitted by law.

SECTION 5.19. Further Assurances. The District will adopt, deliver, execute
and make any and all further assurances, instruments and resolutions as may be reasonably
necessary or proper to carry out the intention or to facilitate the performance hereof and for the
better assuring and confirming unto the Holders of the rights and benefits provided herein.

ARTICLE VI
THE TRUSTEE

SECTION 6.01. The Trustee. U.S. Bank National Association, shall serve as
the Trustee for the Bonds for the purpose of receiving all money which the District is required to
deposit with the Trustee hereunder and for the purpose of allocating, applying and using such
money as provided herein and for the purpose of paying the interest on and principal of the Bonds
presented for payment, with the rights and obligations provided herein at the Principal Corporate
Trust Office of the Trustee. The District agrees that it will at all times maintain a Trustee having
a principal corporate trust office in the United States of America.

The District may at any time, unless there exists any Event of Default as defined in
Section 8.01, remove the Trustee initially appointed and any successor thereto and may appoint a
successor or successors thereto by an instrument in writing; provided that any such successor shall
be a bank, national banking association or trust company doing business and having a principal
corporate trust office in the United States of America, having a combined capital (exclusive of
borrowed capital) and surplus of at least fifty million dollars ($50,000,000) and subject to
supervision or examination by federal or state agency. If such bank, national banking association
or trust company publishes a report of condition at least annually, pursuant to law or to the
requirements of any supervising or examining agency above referred to, then for the purpose of
this section the combined capital and surplus of such bank, national banking association or trust
company shall be deemed to be its combined capital and surplus as set forth in its most recent
report of condition so published. The Trustee may at any time resign by giving written notice of
such resignation to the District and by mailing to the Holders notice of such resignation. Upon
receiving such notice of resignation, the District shall promptly appoint a successor Trustee by an
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instrument in writing. Any removal or resignation of a Trustee and appointment of a successor
Trustee shall become effective only upon the acceptance of appointment by the successor Trustee.
If, within thirty (30) days after notice of the removal or resignation of the Trustee no successor
Trustee shall have been appointed and shall have accepted such appointment, the removed or
resigning Trustee may petition any court of competent jurisdiction for the appointment of a
successor Trustee, which court may thereupon, after such notice, if any, as it may deem proper and
prescribe and as may be required by law, appoint a successor Trustee having the qualifications
required hereby.

Any company into which the Trustee may be merged or converted or with which it
may be consolidated or any company resulting from any merger, conversion or consolidation to
which it shall be a party or any company for which the Trustee may sell or transfer all or
substantially all of its corporate trust business, provided such company shall be eligible under this
Section 6.01, shall be the successor to such Trustee, without the execution or filing of any paper
or any further act, anything herein to the contrary notwithstanding.

The Trustee is hereby authorized to pay or redeem the Bonds when duly presented
for payment at maturity or on redemption prior to maturity. The Trustee shall cancel all Bonds
upon payment thereof or upon the surrender thereof by the District and shall destroy such Bonds
and a certificate of destruction shall be delivered to the District. The Trustee shall keep accurate
records of all Bonds paid and discharged and cancelled by it.

The Trustee shall, prior to an Event of Default, and after the curing or waiver of all
Events of Default that may have occurred, perform such duties and only such duties as are
specifically set forth in this Indenture and no implied duties or obligations shall be read into this
Indenture. The Trustee shall, during the existence of any Event of Default (that has not been cured
or waived), exercise such of the rights and powers vested in it by this Indenture, and use the same
degree of care and skill in their exercise, as a prudent person would exercise or use under the
circumstances in the conduct of his or her own affairs.

SECTION 6.02. Compensation of the Trustee. The District shall from time
to time, subject to any agreement in effect with the Trustee, pay to the Trustee reasonable
compensation for its services and shall reimburse the Trustee for all its advances and expenditures,
including but not limited to advances to and fees and expenses of independent appraisers,
accountants, consultants, counsel, agents and attorneys-at-law or other experts employed by it in
the exercise and performance of its powers and duties hereunder. Such compensation and
reimbursement shall be paid by the District. The obligations of the District under this Section shall
survive resignation or removal of the Trustee and payment of the Bonds and discharge of this
Indenture.

SECTION 6.03. Protection of the Trustee. The Trustee shall be protected and
shall incur no liability in acting or refraining from acting or proceeding in good faith upon any
resolution, notice, telegram, request, order, consent, waiver, certificate, statement, facsimile
transmission, electronic mail, affidavit, voucher, bond, requisition or other paper or document
which it shall in good faith believe to be genuine and to have been adopted, executed or delivered
by the proper party or pursuant to any of the provisions of this Indenture, and the Trustee shall be
under no duty to make any investigation or inquiry as to any statements contained or matters
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referred to in any such instrument, but may accept and rely upon the same as conclusive evidence
of the truth and accuracy of such statements. The Trustee shall not be bound to recognize any
person as a Holder of any Bonds or to take any action at the request of any such person unless such
Bond shall be deposited with the Trustee or satisfactory evidence of the ownership of such Bonds
shall be furnished to the Trustee.

Whenever in the administration of its duties under this Indenture, the Trustee shall
deem it necessary or desirable that a matter be proved or established prior to taking or suffering
any action hereunder, such matter (unless other evidence in respect thereof be herein specifically
prescribed) shall be deemed to be conclusively proved and established by a certificate of the
District and such certificate shall be full warranty to the Trustee for any action taken or suffered
under the provision of this Indenture upon the faith thereof, but in its discretion the Trustee may
(but shall have no duty), in lieu thereof, accept other evidence of such matter or may require such
additional evidence as to it may seem reasonable.

The Trustee may buy, sell, own, hold and deal in any of the Bonds provided
pursuant to this Indenture, and may join in any action which any Holder may be entitled to take
with like effect as if the Trustee were not a party to this Indenture. The Trustee, either as principal
or agent, may also engage in or be interested in any financial or other transaction with the District,
and may act as depositary, trustee, or agent for any committee or body of Holders of Bonds or of
obligations of the District as freely as if it were not Trustee hereunder.

The Trustee may, to the extent reasonably necessary, execute any of the trusts or
powers hereof and perform the duties required of it hereunder by or through attorneys, agents, or
receivers, and shall be entitled to advice of counsel concerning all matters of trust and its duties
hereunder, and the Trustee shall not be answerable for the default or misconduct of any such
attorney, agent or receiver selected by it with reasonable care. The Trustee shall not be answerable
for the exercise of any discretion or power under this Indenture or in the performance of its duties
hereunder or for anything whatever in connection with the funds and accounts established
hereunder, except only for its own willful misconduct or negligence.

The recitals, statements and representations by the District contained in this
Indenture or in the Bonds shall be taken and construed as made by and on the part of the District
and not by the Trustee does not assume, and shall not have, any responsibility or obligations for
the correctness of any thereof.

The Trustee undertakes to perform such duties, and only such duties as are
specifically set forth in this Indenture and no implied duties or obligations shall be read into this
Indenture against the Trustee.

No provision in this Indenture shall require the Trustee to risk or expend its own
funds or otherwise incur any financial liability in the performance of any of its duties hereunder.

In accepting the trust hereby created, the Trustee acts solely as Trustee for the
Holders and not in its individual capacity and all persons, including without limitation the Holders
and the District having any claim against the Trustee arising from this Agreement shall look only
to the funds and accounts held by the Trustee hereunder for payment except for the Trustee’s gross
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negligence or willful misconduct or as otherwise provided herein. Under no circumstances shall
the Trustee be liable in its individual capacity for the payment of principal of or interest on Bonds.

The Trustee shall not be deemed to have knowledge of any Event of Default
hereunder unless and until it shall have actual knowledge thereof or have received notice thereof
at its corporate trust office at the address set forth in Section 10.09 hereof. The Trustee shall,
during the existence of any Event of Default (which has not been cured) use the same degree of
care and skill in their exercise, as a prudent man would exercise or use under the circumstances in
the conduct of his own affairs.

The Trustee shall not be accountable for the use or application by the District or
any other party of any funds which the Trustee has released in accordance with the terms of this
Indenture. The Trustee shall have no responsibility with respect to any information, statement, or
recital in any official statement, offering memorandum or any other disclosure material prepared
or distributed with respect to the Bonds, except for information with respect to the Trustee and
supplied to the District by or on behalf of the Trustee.

The Trustee shall not be liable for any action taken or not taken by it in accordance
with the direction of the Holders of a majority (or other percentage provided for herein) in
aggregate principal amount of Bonds Outstanding relating to the exercise of any right, power or
remedy available to the Trustee.

The Trustee shall not be considered in breach of or in default in its obligations
hereunder or progress in respect thereto in the event of enforced delay (“unavoidable delay”) in
the performance of such obligations due to unforeseeable causes beyond its control and without
its fault or negligence, including, but not limited to, Acts of God or of the public enemy or
terrorists, acts of a government, acts of the other party, fires, floods, epidemics, quarantine
restrictions, strikes, freight embargoes, earthquakes, explosion, mob violence, riot, inability to
procure or general sabotage or rationing of labor, equipment, facilities, sources of energy, material
or supplies in the open market, litigation or arbitration involving a party or others relating to zoning
or other governmental action or inaction pertaining to the project, malicious mischief,
condemnation, and unusually severe weather or delays of suppliers or subcontractors due to such
causes or any similar event and/or occurrences beyond the control of the Trustee.

The Trustee agrees to accept and act upon instructions or directions pursuant to this
Indenture sent by unsecured e-mail, facsimile transmission or other similar unsecured electronic
methods, provided, however, that, the Trustee shall have received an incumbency certificate listing
persons designated to give such instructions or directions and containing specimen signatures of
such designated persons, which such incumbency certificate shall be amended and replaced
whenever a person is to be added or deleted from the listing. If the District elects to give the
Trustee e-mail or facsimile instructions (or instructions by a similar electronic method) and the
Trustee in its discretion elects to act upon such instructions, the Trustee’s understanding of such
instructions shall be deemed controlling. The Trustee shall not be liable for any losses, costs or
expenses arising directly or indirectly from the Trustee’s reliance upon and compliance with such
instructions notwithstanding such instructions conflict or are inconsistent with a subsequent
written instruction. The District agrees to assume all risks arising out of the use of such electronic
methods to submit instructions and directions to the Trustee, including without limitation the risk
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of the Trustee acting on unauthorized instructions, and the risk of interception and misuse by third
parties.

The permissive right of the Trustee to do things enumerated in this Indenture shall
not be construed as a duty and it shall not be answerable for other than its negligence or willful
misconduct.

The Trustee shall be under no obligation to exercise any of the rights or powers
vested in it by this Indenture at the request, order or direction of any of the Holders pursuant to the
provisions of this Indenture unless such Holders shall have offered to the Trustee reasonable
security or indemnity against the costs, expenses and liabilities which may be incurred therein or
thereby.

The Trustee may consult with counsel, who may be counsel of the District with
regard to legal questions, and the opinion of such counsel shall be full and complete authorization
and protection in respect of any action taken or suffered by it hereunder in good faith and in
accordance therewith.

SECTION 6.04. Indemnification of Trustee. To the extent permitted by law,
the District shall indemnify the Trustee and hold it harmless against any loss, liability, expenses
or advances, including but not limited to fees and expenses of counsel and other experts, incurred
or made without negligence or willful misconduct on the part of the Trustee, (i) in the exercise and
performance of any of the powers and duties hereunder by the Trustee, or (ii) arising out of or
relating to any untrue statement or alleged untrue statement of any material fact or omission or
alleged omission to state a material fact necessary to make the statements made, in light of the
circumstances under which they were made, not misleading in any official statement or other
offering circular utilized in connection with the sale of the Bonds, including the costs and expenses
of defending itself against any claim of liability arising under this Indenture. Such indemnity shall
survive payment of the Bonds and discharge of this Indenture or resignation or removal of the
Trustee.

ARTICLE VII
AMENDMENT OF THE INDENTURE

SECTION 7.01. Amendment of the Indenture. This Indenture and the rights
and obligations of the District, the Trustee and of the Holders may be modified or amended from
time to time and at any time by a Supplemental Indenture which shall become binding when the
written consents of the Holders of a majority in aggregate principal amount of the Bonds then
Outstanding, exclusive of Bonds disqualified as provided in Section 7.02, are filed with the
Trustee. No such modification or amendment shall (1) extend the maturity of or reduce the interest
rate on or amount of interest on or principal of or mandatory sinking fund payment for any Bond
without the express written consent of the Holder of such Bond, (2) reduce the aforesaid percentage
of Bonds the consent of the Holders of which is required to effect any such modification or
amendment, or permit the creation of any lien on the Net Revenues and other assets pledged under
this Indenture prior to or on a parity with the lien created by this Indenture (except as expressly
provided in this Indenture), or deprive the Holders of the Bonds of the lien created by this Indenture
on such Net Revenues and other assets, without the consent of the Holders of all Bonds then
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Outstanding, or (3) modify any rights or obligations of the Trustee or the District without their
prior written assent thereto, respectively. It shall not be necessary for the consent of the Holders
to approve the particular form of any Supplemental Indenture, but it shall be sufficient if such
consent shall approve the substance thereof.

This Indenture and the rights and obligations of the District and of the Holders may
also be modified or amended from time to time and at any time by a Supplemental Indenture which
shall become binding upon execution and delivery without the consent of any Holders, but only to
the extent permitted by law and only for any one or more of the following purposes --

@) to add to the agreements and covenants required herein to be performed by
the District other agreements and covenants thereafter to be performed by the District, to pledge
or assign additional security for the Bonds (or any portion thereof) or to surrender any right or
power reserved herein to or conferred herein on the District, provided, that no such covenant,
agreement, pledge, assignment or surrender shall materially adversely affect the interests of the
Holders of the Bonds;

(b) to make such provisions for the purpose of curing any ambiguity or of
correcting, curing or supplementing any defective provision contained herein or in regard to
questions arising hereunder which the District may deem desirable or necessary or desirable and
not inconsistent herewith, and which shall not materially adversely affect the interests of the
Holders of the Bonds;

(© to modify, amend or supplement this Indenture in such manner as to permit
the qualification hereof under the Trust Indenture Act of 1939, as amended, or any similar federal
statute hereafter in effect, and to add such other terms, conditions and provisions as may be
permitted by said act or similar federal statute, and which shall not materially adversely affect the
interests of the Holders of the Bonds;

(d) to maintain the exclusion from gross income for federal income tax
purposes of the interest on the Bonds, including the amendment of the Tax Certificate; or

(e) to make any other changes which will not materially adversely affect the
interests of the Holders of the Bonds.

SECTION 7.02. Disqualified Bonds. Bonds owned or held by or for the
account of the District shall not be deemed Outstanding for the purpose of any consent or other
action or any calculation of Outstanding Bonds provided in this Article, and shall not be entitled
to consent to or take any other action provided in this Article.

SECTION 7.03. Effect of Supplemental Bond Indenture. Upon the execution
of any Supplemental Indenture pursuant to this Article, this Indenture shall be deemed to be
modified and amended in accordance therewith, and the respective rights, duties and obligations
under this Indenture of the District, the Trustee and all Holders of Bonds Outstanding shall
thereafter be determined, exercised and enforced hereunder subject in all respects to such
modification and amendment, and all the terms and conditions of any such Supplemental Indenture
shall be deemed to be part of the terms and conditions of this Indenture for any and all purposes.
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SECTION 7.04. Endorsement or Replacement of Bonds After Amendment.
Bonds delivered after the execution of any Supplemental Indenture pursuant to this Article may,
and if the District so determines shall, bear a notation by endorsement or otherwise in form
approved by the District and the Trustee as to any modification or amendment provided for in such
Supplemental Indenture, and, in that case, upon demand of the Holder of any Bond Outstanding at
the time of such execution and presentation of such Holder’s Bond for the purpose at the Principal
Corporate Trust Office of the Trustee or at such additional offices as the Trustee may select and
designate for that purpose, a suitable notation shall be made on such Bond. If the Supplemental
Indenture shall so provide, new Bonds so modified as to conform, in the opinion of the District, to
any modification or amendment contained in such Supplemental Indenture, shall be prepared by
the Trustee at the expense of the District, executed by the District and authenticated by the Trustee,
and upon demand of the Holders of any Bonds then Outstanding shall be exchanged at the Principal
Corporate Trust Office of the Trustee, without cost to any Holder, for Bonds then Outstanding,
upon surrender for cancellation of such Bonds, in equal aggregate principal amounts of the same
maturity.

SECTION 7.05. Amendment by Mutual Consent. The provisions of this
Article shall not prevent any Holder from accepting any amendment as to the particular Bonds
held by such Holder, provided that due notation thereof is made on such Bonds.

ARTICLE VI
EVENTS OF DEFAULT AND REMEDIES

SECTION 8.01. Events of Default. Each of the following events shall
constitute an Event of Default hereunder:

1) the District shall default in the due and punctual payment of the interest on
or principal of any Bonds when and as the same shall become due and payable (whether at
maturity, by proceedings for redemption, by acceleration or otherwise);

@) the District shall default in any material respect in the performance of any
of the agreements or covenants contained herein required to be performed by it, and such default
shall have continued for a period of sixty (60) days after the District shall have been given notice
in writing of such default by the Trustee; or

(3) the District shall file a petition or answer seeking arrangement or
reorganization under the federal bankruptcy laws or any other applicable law of the United States
of America or any state therein, or if a court of competent jurisdiction shall approve a petition filed
with or without the consent of the District seeking arrangement or reorganization under the federal
bankruptcy laws or any other applicable law of the United States of America or any state therein,
or if under the provisions of any other law for the relief or aid of debtors any court of competent
jurisdiction shall assume custody or control of the District or of the whole or any substantial part
of its property.

In each and every such case during the continuance of an Event of Default, the Trustee may
and by notice in writing to the District declare the entire principal amount of the Bonds and the
accrued interest thereon to be due and payable immediately, and upon any such declaration the
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same shall become immediately due and payable, anything contained herein to the contrary
notwithstanding. This section, however, is subject to the condition that if at any time after the
principal amount of the Bonds and the accrued interest thereon shall have been so declared due
and payable and before any judgment or decree for the payment of the moneys due shall have been
obtained or entered the District shall deposit with the Trustee a sum sufficient to pay the unpaid
principal amount of the Bonds due prior to such declaration and the accrued interest thereon, with
interest on such overdue installments, at the rate or rates applicable to the principal balance of the
Bonds if paid in accordance with their terms, and the reasonable expenses of the Trustee, and any
and all other defaults known to the Trustee (other than in the payment of the entire principal
amount of the unpaid Bonds and the accrued interest thereon due and payable solely by reason of
such declaration) shall have been made good or cured to the satisfaction of the Trustee or provision
deemed by the Trustee to be adequate shall have been made therefor, then and in every such case
the Trustee, by written notice to the District may rescind and annul such declaration and its
consequences; but no such rescission and annulment shall extend to or shall affect any subsequent
default or shall impair or exhaust any right or power consequent thereon.

SECTION 8.02. Application of Funds Upon Acceleration. Upon the date of
the declaration of acceleration as provided in Section 8.01, all Revenues thereafter received by the
District shall be applied in the following order --

First, to the payment of the fees, costs and expenses necessary to protect the interests of
the Holders of the Bonds and the holders of Parity Obligations, including the fees, costs and
expenses of the Trustee, the Holders of the Bonds and any trustee, paying agent or holder of Parity
Obligations in connection with such declaration, including reasonable compensation to their
respective accountants and counsel;

Second, to the payment of the Operation and Maintenance Costs; and

Third, to the payment of the entire principal amount of the unpaid Bonds and the accrued
interest thereon and the unpaid Parity Obligations, with interest on the overdue payments at the
rate or rates of interest applicable to the Bonds and such Parity Obligations if paid in accordance
with their respective terms, and, if the amount available shall not be sufficient to pay in full the
whole amount so due and unpaid, then to the payment thereof ratably, without preference or
priority, according to the amounts due respectively, to the Persons entitled thereto without any
discrimination or preference.

SECTION 8.03. Trustee to Represent Holders. The Trustee is hereby
irrevocably appointed (and the successive respective Holders of the Bonds, by taking and holding
the same, shall be conclusively deemed to have so appointed the Trustee) as trustee and true and
lawful attorney-in-fact of the Holders of the Bonds for the purpose of exercising and prosecuting
on their behalf such rights and remedies as may be available to such Holders under the provisions
of the Bonds, this Indenture, the Law and applicable provisions of any other law. Upon the
occurrence and continuance of an Event of Default or other occasion giving rise to a right in the
Trustee to represent the Holders, the Trustee in its discretion may, and upon the written request of
the Holders of not less than a majority in aggregate principal amount of the Bonds then
Outstanding, and upon being indemnified to its satisfaction therefor, shall, proceed to protect or
enforce its rights or the rights of such Holders by such appropriate action, suit, mandamus or other
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proceedings as it shall deem most effectual to protect and enforce any such right, at law or in
equity, either for the specific performance of any covenant or agreement contained herein, or in
aid of the execution of any power herein granted, or for the enforcement of any other appropriate
legal or equitable right or remedy vested in the Trustee, in such Holders under this Indenture, the
Law or any other law; and upon instituting such proceeding, the Trustee shall be entitled, as a
matter of right, to the appointment of a receiver of the Net Revenues and other assets pledged
under this Indenture, pending such proceedings. All rights of action under this Indenture or the
Bonds or otherwise may be prosecuted and enforced by the Trustee without the possession of any
of the Bonds or the production thereof in any proceeding relating thereto, and any such suit, action
or proceeding instituted by the Trustee shall be brought in the name of the Trustee for the benefit
and protection of all the Holders of such Bonds, subject to the provisions of this Indenture.

SECTION 8.04. Holders’ Direction of Proceedings. Anything in this
Indenture to the contrary notwithstanding, the Holders of a majority in aggregate principal amount
of the Bonds then Outstanding, shall have the right, by an instrument or concurrent instruments in
writing executed and delivered to the Trustee, to direct the method of conducting all remedial
proceedings taken by the Trustee hereunder, provided that such direction shall not be otherwise
than in accordance with law and the provisions of this Indenture, and that the Trustee shall have
the right to decline to follow any such direction that in the opinion of the Trustee would be unjustly
prejudicial to Holders not parties to such direction.

SECTION 8.05. Limitation on Holders’ Right to Sue. No Holder of any Bond
shall have the right to institute any suit, action or proceeding at law or in equity, for the protection
or enforcement of any right or remedy under this Indenture, the Law or any other applicable law
with respect to such Bond, unless (1) such Holder shall have given to the Trustee written notice of
the occurrence of an Event of Default; (2) the Holders of not less than a majority in aggregate
principal amount of the Bonds then Outstanding shall have made written request upon the Trustee
to exercise the powers hereinbefore granted or to institute such suit, action or proceeding in its
own name; (3) such Holder or said Holders shall have tendered to the Trustee reasonable indemnity
against the costs, expenses and liabilities to be incurred in compliance with such request; and (4)
the Trustee shall have refused or omitted to comply with such request for a period of thirty (30)
days after such written request shall have been received by, and said tender of indemnity shall have
been made to, the Trustee.

Such notification, request, tender of indemnity and refusal or omission are hereby declared,
in every case, to be conditions precedent to the exercise by any Holder of Bonds of any remedy
hereunder or under law; it being understood and intended that no one or more Holders of Bonds
shall have any right in any manner whatever by such Holder’s or Holders’ action to affect, disturb
or prejudice the security of this Indenture or the rights of any other Holders of Bonds, or to enforce
any right under this Indenture, the Law or other applicable law with respect to the Bonds, except
in the manner herein provided, and that all proceedings at law or in equity to enforce any such
right shall be instituted, had and maintained in the manner herein provided and for the benefit and
protection of all Holders of the Outstanding Bonds, subject to the provisions of this Bond
Indenture.

SECTION 8.06. Absolute Obligation of District. Nothing contained in
Section 8.05 or in any other provision of this Indenture or in the Bonds shall affect or impair the
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obligation of the District, which is absolute and unconditional, to pay the principal of and interest
on the Bonds to the respective Holders of the Bonds at their respective dates of maturity, or upon
call for redemption, as herein provided, but only out of the Net Revenues and other assets herein
pledged therefor, or affect or impair the right of such Holders, which is also absolute and
unconditional, to enforce such payment by virtue of the contract embodied in the Bonds.

SECTION 8.07. Termination of Proceedings. In case any proceedings taken
by the Trustee or any one or more Holders on account of any Event of Default shall have been
discontinued or abandoned for any reason or shall have been determined adversely to the Trustee
or the Holders, then in every such case the District, the Trustee and the Holders, subject to any
determination in such proceedings, shall be restored to their former positions and rights hereunder,
severally and respectively, and all rights, remedies, powers and duties of the District, the Trustee
and the Holders shall continue as though no such proceedings had been taken.

SECTION 8.08. Remedies Not Exclusive. No remedy herein conferred upon
or reserved to the Trustee or the Holders is intended to be exclusive of any other remedy or
remedies, and each and every such remedy, to the extent permitted by law, shall be cumulative and
in addition to every other remedy given hereunder or now or hereafter existing, at law or in equity
or otherwise.

SECTION 8.09. No Waiver of Default. No delay or omission of the Trustee
or of any Holder of the Bonds to exercise any right or power arising upon the occurrence of any
default shall impair any such right or power or shall be construed to be a waiver of any such default
or an acquiescence therein; and every power and remedy given by this Indenture to the Trustee or
the Holders of the Bonds may be exercised from time to time and as often as may be deemed
expedient.

ARTICLE IX
DEFEASANCE

SECTION 9.01. Discharge of Indenture. The Bonds may be paid by the
District or the Trustee on behalf of the District in any of the following ways:

@ by paying or causing to be paid the principal or redemption price of and
interest on all Bonds Outstanding, as and when the same become due and payable;

(b) by depositing with the Trustee, in trust, at or before maturity, moneys or
securities in the necessary amount (as provided in Section 9.03) to pay when due or redeem all
Bonds then Outstanding; or

(c) by delivering to the Trustee, for cancellation by it, all Bonds then
Outstanding.

If the Authority shall pay all Bonds Outstanding and shall also pay or cause to be paid all
other sums payable hereunder by the District, then and in that case at the election of the District
(evidenced by a Certificate of the District filed with the Trustee signifying the intention of the
District to discharge all such indebtedness and this Indenture), and notwithstanding that any Bonds
shall not have been surrendered for payment, this Indenture and the pledge of Net Revenues and
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other assets made under this Indenture and all covenants, agreements and other obligations of the
District under this Indenture (except as otherwise specifically provided herein) shall cease,
terminate, become void and be completely discharged and satisfied. In such event, upon the
request of the District, the Trustee shall cause an accounting for such period or periods as may be
requested by the District to be prepared and filed with the District and shall execute and deliver to
the District all such instruments as may be necessary to evidence such discharge and satisfaction,
and the Trustee shall pay over, transfer, assign or deliver to the District all moneys or securities or
other property held by it pursuant to this Indenture that are not required for the payment or
redemption of Bonds not theretofore surrendered for such payment or redemption; provided that
in all events moneys in the Rebate Fund shall be subject to the provisions of Section 5.04.

SECTION 9.02. Discharge of Liability on Bonds. Upon the deposit with the
Trustee, in trust, at or before maturity, of money or securities in the necessary amount (as provided
in Section 9.03) to pay or redeem any Outstanding Bond (whether upon or prior to its maturity or
the redemption date of such Bond), provided that, if such Bond is to be redeemed prior to maturity,
notice of such redemption shall have been given as in Article 111 provided or provision satisfactory
to the Trustee shall have been made for the giving of such notice, then all liability of the District
in respect of such Bond shall cease, terminate become void and be completely discharged and
satisfied, except only that thereafter the Holder thereof shall be entitled to payment of the principal
of and interest on such Bond by the District, and the District shall remain liable for such payments,
but only out of such money or securities deposited with the Trustee as aforesaid for their payment,
subject, however, to the provisions of Section 9.04.

The District may at any time surrender to the Trustee for cancellation by it any Bonds
previously issued and delivered, which the District may have acquired in any manner whatsoever,
and such Bonds, upon such surrender and cancellation, shall be deemed to be paid and retired.

SECTION 9.03. Deposit of Money or Securities with Bond Trustee.
Whenever in this Indenture it is provided or permitted that there be deposited with or held in trust
by the Trustee money or securities in the necessary amount to pay or redeem any Bonds, the money
or securities so to be deposited or held may include money or securities held by the Trustee in the
funds and accounts established pursuant to this Indenture (other than the Rebate Fund) and shall
be:

@) lawful money of the United States of America in an amount equal to the
principal amount of such Bonds and all unpaid interest thereon to maturity, except that, in the case
of Bonds which are to be redeemed prior to maturity and in respect of which notice of such
redemption shall have been given as in Article I11 provided or provision satisfactory to the Trustee
shall have been made for the giving of such notice, the amount to be deposited or held shall be the
principal amount or redemption price of such Bonds and all unpaid interest thereon to the
redemption date; or

(b) Permitted Investments described in clause (A) of the definition thereof (not
callable by the issuer thereof prior to maturity), the principal of and interest on which when due
(without any income from the reinvestment thereof) will provide money sufficient to pay the
principal or redemption price of and all unpaid interest to maturity, or to the redemption date, as
the case may be, on the Bonds to be paid or redeemed, as such principal or redemption price and
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interest become due; provided that, in the case of Bonds which are to be redeemed prior to the
maturity thereof, notice of such redemption shall have been given as in Article Il provided or
provision satisfactory to the Trustee shall have been made for the giving of such notice;

provided, in each case, that the Trustee shall have been irrevocably instructed to apply such money
to the payment of such principal or redemption price and interest with respect to such Bonds.

SECTION 9.04. Unclaimed Money. Anything contained herein to the
contrary notwithstanding, any money held by the Trustee in trust for the payment and discharge
of the interest on or the principal of any of the Bonds which remains unclaimed for two (2) years
after the date when such payments have become due and payable, if such money was held by the
Trustee at such date, or for two (2) years after the date of deposit of such money if deposited with
the Trustee after the date when such payments became due and payable, shall be repaid by the
Trustee to the District as its absolute property and free from trust, and the Trustee shall thereupon
be released and discharged with respect thereto and the Holders shall look only to the District for
the making of such payments; provided, that before being required to make any such payment to
the District, the Trustee shall mail by first class mail to the Holders of such Bonds (at the expense
of the District) at their addresses as they appear in the registration books maintained by the Trustee
pursuant to Section 2.08 a notice that such money remains unclaimed and that, after a date named
in such notice, which date shall not be less than thirty (30) days after the date of the mailing of
such notice, the balance of such money then unclaimed will be returned to the District.

ARTICLE X
MISCELLANEOUS

SECTION 10.01. Liability of District Limited to Net Revenues and Certain
Other Funds. Notwithstanding anything contained herein, the District shall not be required to
advance any money derived from any source of income other than the Net Revenues and the other
funds provided herein for the payment of the interest on or the principal or redemption price of the
Bonds or for the observance or performance of any agreements, conditions, covenants or terms
contained herein; provided, that the District may advance funds for any such payment as long as
such funds are derived from a source legally available for such purpose.

The Bonds are limited obligations of the District and are payable, as to the interest
thereon and the principal and redemption price thereof, solely from the Net Revenues and such
other funds, and the District is not obligated to pay them except from the Net Revenues and such
other funds. The Bonds are not a debt of the State or any of its political subdivisions (other than
the District), and neither the State nor any of its political subdivisions (other than the District) is
liable therefor, nor in any event shall the Bonds or any interest thereon payable out of any funds
or properties other than those of the District. The Bonds do not constitute an indebtedness of the
District within the meaning of any constitutional or statutory limitation or restriction, and no
persons executing the Bonds shall be liable personally on the Bonds by reason of their issuance.

SECTION 10.02. Benefits of the Indenture Limited to Parties. Nothing herein,
expressed or implied, is intended to give to any person other than the District, the Trustee and the
Holders any right or remedy under or by reason hereof, and any agreements, conditions, covenants
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or terms hereof required to be observed or performed by and on behalf of the District or any officer
or employee thereof shall be for the sole and exclusive benefit of the Trustee and the Holders.

SECTION 10.03. Successor Is Deemed Included in All References to
Predecessor. Whenever herein either the District or any officer or employee thereof is named or
referred to, such reference shall be deemed to include the successor to the powers, duties and
functions, with respect to the management, administration and control of the Wastewater System,
that are presently vested in the District or such officer or employee, and all the agreements,
conditions, covenants and terms contained herein required to be observed or performed by or on
behalf of the District or any officer or employee thereof shall bind and inure to the benefit of the
respective successors thereof whether so expressed or not.

SECTION 10.04. Execution of Documents by Holders. Any consent,
declaration, request or other instrument which this Indenture may require or permit to be executed
by Holders may be in one or more instruments of similar tenor and shall be executed by Holders
in person or by their attorneys appointed in writing.

Except as otherwise herein expressly provided, the fact and date of the execution
by any Holder or his attorney of such consent, declaration, request or other instrument, or of such
writing appointing such attorney, may be proved by the certificate of any notary public or other
officer authorized to take acknowledgments of deeds to be recorded in the state, territory or
commonwealth in which he purports to act that the person signing such consent, declaration,
request or other instrument or writing acknowledged to him the execution thereof, or by an
affidavit of a witness of such execution, duly sworn to before such notary public or other officer.

Any consent, declaration, request or other instrument or writing of the Holder of
any Bond shall bind all future Holders of such Bond in respect of anything done or suffered to be
done by the District in good faith and in accordance therewith.

SECTION 10.05. Waiver of Personal Liability. No member of the Board of
Directors or officer or employee of the District shall be individually or personally liable for the
payment of the interest on or the principal or redemption price of the Bonds; but nothing contained
herein shall relieve any member of the Board of Directors or officer or employee of the District
from the performance of any official duty provided by law or provided herein.

SECTION 10.06. Acaquisition of Bonds by District. All Bonds acquired by the
District, whether by purchase or gift or otherwise, shall be surrendered to the Trustee for
cancellation and destruction.

SECTION 10.07. Content of Certificates. Every Certificate of the District with
respect to compliance with any agreement, condition, covenant or provision provided herein shall
include (a) a statement that the person or persons making or giving such certificate have read such
agreement, condition, covenant or provision and the definitions herein relating thereto; (b) a brief
statement as to the nature and scope of the examination or investigation upon which the statements
contained in such certificate are based; (c) a statement that, in the opinion of the signers, they have
made or caused to be made such examination or investigation as is necessary to enable them to
express an informed opinion as to whether or not such agreement, condition, covenant or provision
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has been complied with; and (d) a statement as to whether, in the opinion of the signers, such
agreement, condition, covenant or provision has been complied with.

Any Certificate of the District may be based, insofar as it relates to legal matters,
upon an Opinion of Counsel unless the person making or giving such certificate knows that the
Opinion of Counsel with respect to the matters upon which his certificate may be based, as
aforesaid, is erroneous, or in the exercise of reasonable care should have known that the same was
erroneous. Any Opinion of Counsel may be based, insofar as it relates to factual matters
information with respect to which is in the possession of the District, upon a representation by an
officer or officers of the District unless the counsel executing such Opinion of Counsel knows that
the representation with respect to the matters upon which his opinion may be based, as aforesaid,
IS erroneous, or in the exercise of reasonable care should have known that the same was erroneous.

SECTION 10.08. Accounts and Funds; Business Days. Any account or fund
required herein to be established and maintained by the Trustee may be established and maintained
in the accounting records of the Trustee either as an account or a fund, and may, for the purposes
of such accounting records, any audits thereof and any reports or statements with respect thereto,
be treated either as an account or a fund; but all such records with respect to all such accounts and
funds shall at all times be maintained in accordance with sound corporate trust accounting practice
and with due regard for the protection of the security of the Bonds and the rights of the Holders.
If any date specified herein shall not be a Business Day, any action required on such date may be
made on the next succeeding Business Day with the same effect as if made on such date.

SECTION 10.09. Notices. All written notices to be given hereunder shall be
delivered personally, by facsimile or by mail to the party entitled thereto at its address set forth
below, or at such other address as such party may provide to the other party in writing from time
to time, namely:

If to the Trustee:

U.S. Bank National Association

1 California Street, Suite 1000

San Francisco, California 94111
Attention: Corporate Trust Department

If to the District:
Union Sanitary District

5072 Benson Road

P.O. Box 5050 94587-8550

Union City, California 94587-2508

Attention: General Manager/District Engineer

SECTION 10.10. Governing Law. This Indenture shall be governed and
construed in accordance with the Law and the laws of the State.

-45-

OHSUSA:765687646.4
100 of 247



SECTION 10.11. Partial Invalidity. If any one or more of the agreements,
conditions, covenants or terms or portions thereof provided herein to be observed or performed on
the part of the District or of the Trustee should be contrary to law, then such agreement or
agreements, such condition or conditions, such covenant or covenants, such term or terms or such
portions thereof shall be null and void and shall be deemed separable from the remaining
agreements, conditions, covenants and terms or portions thereof and shall in no way affect the
validity hereof or of the Bonds, and the Holders shall retain all the rights and benefits accorded to
them under the Law or any other applicable provisions of law. The District hereby declares that it
would have executed this Indenture and each and every other section, paragraph, subdivision,
sentence, clause and phrase hereof and would have authorized the issuance of the Bonds pursuant
hereto irrespective of the fact that any one or more sections, paragraphs, subdivisions, sentences,
clauses or phrases of this Indenture or the application thereof to any person or circumstance may
be held to be unconstitutional, unenforceable or invalid.

SECTION 10.12. Execution in Several Counterparts. This Indenture may be
executed in any number of counterparts and each of such counterparts shall for all purposes be
deemed to be an original; and all such counterparts, or as many of them as the District and the
Trustee shall preserve undestroyed, shall together constitute but one and the same instrument.
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IN WITNESS WHEREOQF, the Union Sanitary District has caused this Indenture
to be executed in its name and on its behalf by its General Manager/District Engineer and U.S.
Bank National Association, as Trustee, in token of its acceptance of the trusts created hereunder,
has caused this Indenture to be executed in its corporate name by its duly authorized officer, all as
of the date and year first above written.

UNION SANITARY DISTRICT

By

General Manager/District Engineer

U.S. BANK NATIONAL ASSOCIATION, as
Trustee

By

Authorized Officer
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EXHIBIT A

FORM OF BOND

UNLESS THIS BOND IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITORY
TRUST COMPANY, A NEW YORK CORPORATION (“DTC”), TO THE UNION SANITARY DISTRICT ORITS
AGENT FOR REGISTRATION OF TRANSFER, EXCHANGE, OR PAYMENT, AND ANY CERTIFICATE
ISSUED IS REGISTERED IN THE NAME OF CEDE & CO. OR IN SUCH OTHER NAME AS IS REQUESTED
BY AN AUTHORIZED REPRESENTATIVE OF DTC (AND ANY PAYMENT IS MADE TO CEDE & CO. OR
TO SUCH OTHER ENTITY AS IS REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF DTC), ANY
TRANSFER, PLEDGE, OR OTHER USE HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS
WRONGFUL INASMUCH AS THE REGISTERED OWNER HEREOF, CEDE & CO., HAS AN INTEREST
HEREIN.

No.R- $

UNION SANITARY DISTRICT
WASTEWATER REVENUE REFUNDING BOND, SERIES 2016

INTEREST MATURITY BOND CUSIP
RATE DATE DATE NUMBER
% August 1,20 October __, 2016

REGISTERED HOLDER: CEDE & CO.

PRINCIPAL AMOUNT: DOLLARS

The Union Sanitary District, a sanitary district duly organized and existing under
and pursuant to the laws of the State of California (the “District”), for value received hereby
promises to pay (but only from the Net Revenues and the other funds hereinafter referred to) to
the registered Holder set forth above on the maturity date set forth above the principal amount set
forth above (subject to any right of prior redemption hereinafter provided for), together with
interest thereon computed on the basis of a 360-day year of twelve (12) 30-day calendar months
from the interest payment date next preceding the date of authentication of this Bond (unless this
Bond is authenticated on a day during the period from the day after a Record Date (as that term is
hereinafter defined) for an interest payment date to such interest payment date, both dates
inclusive, in which event it shall bear interest from such interest payment date, or unless it is
authenticated on a day on or before the Record Date for the first interest payment date, in which
event it shall bear interest from its date) until the principal hereof shall have been paid, at the
interest rate per annum set forth above, payable on February 1, 2017, and semiannually thereafter
on February 1 and August 1 in each year. The interest on this Bond due on or before the maturity
or prior redemption hereof shall be payable only to the person whose name appears in the
registration books required to be kept by U.S. Bank National Association (the “Trustee”) at its
Principal Corporate Trust Office (as that term is defined in the Indenture hereinafter referred to,
and herein the “Principal Corporate Trust Office”) as the registered Holder hereof at the close of
business as of the fifteenth day (whether or not a Business Day) preceding each interest payment
date (each, a “Record Date”), with such interest to be paid by check mailed by first class mail on
each interest payment date to such registered Holder at his address as it appears on such books,
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except that payment shall be made at a registered Holder’s option by wire transfer on each interest
payment date of immediately available funds to an account in a bank or trust company or savings
bank that is a member of the Federal Reserve System and that is located in the United States of
America according to written instructions given by such registered Holder to the Trustee by the
applicable Record Date. The principal of this Bond shall be payable only to the person whose
name appears in such registration books as the registered Holder hereof, such principal to be paid
upon surrender of this Bond to the Trustee at its Principal Corporate Trust Office at maturity or
upon prior redemption. The interest on and principal of this Bond are payable in lawful money of
the United States of America.

This Bond is one of a duly authorized issue of Bonds of the District in the aggregate
principal amount of [principal amount in words] dollars ($[principal amount]) designated the
“Union Sanitary District Wastewater Revenue Refunding Bonds, Series 2016 (the “Bonds”)
issued by the District to provide funds to the District which, together with other available funds of
the District, will be sufficient to provide for the refunding certain obligations of the District, which
Bonds are issued under and pursuant to Articles 10 and 11 of Chapter 3 of Part 1 of Division 2 of
Title 5 of the Government Code of the State of California (the “Law’), and under and pursuant to
the provisions of an Indenture, dated as of October 1, 2016 (the “Indenture”), by and between the
District and the Trustee, all of like tenor and date (except for such variations, if any, as may be
required to designate varying numbers, denominations, maturities, interest rates or redemption
provisions). All the Bonds are equally and ratably secured in accordance with the terms and
conditions of the Indenture (copies of which are on file at the Principal Corporate Trust Office of
the Trustee), and reference is hereby made to the Law and to the Indenture and any and all
amendments thereof and supplements thereto for a description of the terms on which the Bonds
are issued and for the rights of the registered Holders of the Bonds; and all the terms of the Law
and the Indenture are hereby incorporated herein and constitute a contract between the District and
the registered Holder from time to time of this Bond, to all the provisions of which the registered
Holder of this Bond, by its acceptance hereof, agrees and consents; and each registered Holder
hereof shall have recourse to all the provisions of the Law and the Indenture and shall be bound
by all the terms and conditions thereof.

The Bonds are subject to redemption prior to maturity as provided in the Indenture.

The Bonds are limited obligations of the District and are payable, as to the interest
thereon and the principal thereof, solely from the Net Revenues (as that term is defined in the
Indenture) and certain other funds provided in the Indenture, and the District is not obligated to
pay them except from the Net Revenues and such other funds. All the Bonds are equally secured
by a pledge of, and charge and lien upon, the Net Revenues and such other funds, and the Net
Revenues and such other funds constitute a trust fund for the security and payment of the interest
on and the principal of the Bonds as provided in the Indenture. The Bonds are not a debt of the
State of California or any of its political subdivisions (other than the District), and neither the State
of California nor any of its political subdivisions (other than the District) is liable hereon, nor in
any event shall the Bonds or any interest thereon be payable out of any funds or properties other
than those of the District. The Bonds do not constitute an indebtedness of the District within the
meaning of any constitutional or statutory limitation or restriction, and no persons executing the
Bonds are liable on the Bonds personally by reason of their issuance.
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The Bonds are issuable in the form of fully registered Bonds in denominations of
$5,000 or any integral multiple thereof. The registered Holder of any Bond or Bonds may
surrender the same (together with a written instrument of exchange satisfactory to the Trustee duly
executed by the registered Holder or his duly authorized attorney) in exchange for an equal
aggregate principal amount of Bonds of authorized denominations in the same aggregate principal
amount, subject to the conditions and upon payment of the charges provided in the Indenture.

The registration of this Bond is transferable on the registration books kept by the
Trustee by the registered Holder hereof or by his duly authorized attorney upon surrender of this
Bond, together with a written instrument of transfer in the form attached hereto or in such other
form reasonably satisfactory to the Trustee duly executed by the registered Holder or his duly
authorized attorney, and thereupon a new Bond or Bonds of the same maturity date of authorized
denominations in the same aggregate principal amount will be issued to the transferee in exchange
therefor in the manner, subject to the conditions and terms and upon payment of the charges
provided in the Indenture. The District and the Trustee may deem and treat the person in whose
name this Bond is registered as the absolute Holder hereof for the purpose of receiving payment
of, or on account of, the interest hereon and principal hereof and for all other purposes.

The rights and obligations of the District and of the registered Holders of the Bonds
may be amended or supplemented at any time in the manner, to the extent and upon the terms
provided in the Indenture, and in certain circumstances without the consent of certain registered
owners, but no such amendment or supplement shall (1) extend the maturity of or reduce the
interest rate on or amount of interest on or principal of or mandatory sinking fund payment for any
Bond without the express written consent of the Holder of such Bond, (2) reduce the percentage
of Bonds the consent of the Holders of which is required to effect any such modification or
amendment, or permit the creation of any lien on the Net Revenues and other assets pledged under
the Indenture prior to or on a parity with the lien created by the Indenture (except as expressly
provided in the Indenture), or deprive the Holders of the Bonds of the lien created by the Indenture
on such Net Revenues and other assets, without the consent of the Holders of all Bonds then
Outstanding, or (3) modify any rights or obligations of the Trustee or the District without their
prior written assent thereto, respectively; all as more fully set forth in the Indenture.

This Bond shall not be entitled to any benefits under the Indenture or become valid
or obligatory for any purpose until the certificate of authentication hereon endorsed shall have
been manually signed by an authorized signatory of the Trustee.

It is hereby certified that all acts, conditions and things required by law to exist, to
have happened and to have been performed precedent to and in the issuance of this Bond do exist,
have happened and have been performed in due time, form and manner as required by law and that
the amount of this Bond, together with all other obligations of the District, does not exceed any
limit prescribed by the laws of the State of California and is not in excess of the principal amount
of the Bonds permitted to be issued under the Indenture.
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IN WITNESS WHEREOQOF, the Union Sanitary District has caused this Bond to be
executed in its name and on its behalf by the manual or facsimile signature of the General
Manager/District Engineer of the District and has caused this Bond to be dated the date set forth
above.

UNION SANITARY DISTRICT

By

General Manager/District Engineer

A-4

OHSUSA:765687646.4
106 of 247



[FORM OF TRUSTEE’S CERTIFICATE OF AUTHENTICATION
TO APPEAR ON BONDS]

This is one of the Bonds described in the within-mentioned Indenture which has
been authenticated on

U.S. BANK NATIONAL ASSOCIATION,
as Trustee

By

Authorized Signatory
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[FORM OF ASSIGNMENT TO APPEAR ON BONDS]

For value received the undersigned do(es) hereby sell, assign and transfer unto
the within Bond and do(es) hereby irrevocably constitute and appoint
attorney to transfer the same on the bond register of the Trustee, with
full power of substitution in the premises.

Dated:

SIGNATURE GUARANTEED BY:

NOTE: The signature(s) to this Assignment must correspond with the name(s) as written
on the face of the within Bond in every particular, without alteration or enlargement
or any change whatsoever, and the signature(s) must be guaranteed by an eligible
guarantor institution.

Social Security Number, Taxpayer ldentification Number or other identifying
number of Assignee:
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Quint & Thimmig LLP 08/24/16
09/01/16

$
UNION SANITARY DISTRICT

(Alameda County, California)
Wastewater Revenue Refunding Bonds, Series 2016

BOND PURCHASE AGREEMENT

October 13, 2016

Union Sanitary District
5072 Benson Road
Union City, California 94587-2508

Ladies and Gentlemen:

The undersigned, RBC Capital Markets, LLC (the “Underwriter”), hereby offers to enter
into this Bond Purchase Agreement (this “Bond Purchase Agreement”) with the Union Sanitary
District (the “District”), which upon acceptance of this offer by the District, will be binding
upon the District and the Underwriter. This offer is made subject to its acceptance by the
District by execution and delivery of this Bond Purchase Agreement to the Underwriter by 11:59
p-m., Pacific Time, on the date hereof, and, if not so accepted, will be subject to withdrawal by
the Underwriter upon written notice to the District at any time prior to acceptance hereof by the
District.

Section 1. Purchase and Sale of Bonds.

(a) Subject to the conditions, and upon the basis of the representations, warranties and
covenants hereinafter set forth, the Underwriter hereby agrees to purchase from the District,
and the District hereby agrees to sell to the Underwriter, all (but not less than all) of the
$ aggregate principal amount of Union Sanitary District Wastewater Revenue
Refunding Bonds, Series 2016 (the “Bonds”), at a price of $ (which price is equal to the
aggregate principal amount of the Bonds, plus a net original issue premium of $ and
less an Underwriter’s discount of $ ).

The District hereby acknowledges and agrees that (a) the purchase and sale of the Bonds
pursuant to this Bond Purchase Agreement is an arm’s-length commercial transaction between
the District and the Underwriter, (b) in connection therewith and with the discussions,
undertaking and procedures leading up to the consummation of such transaction, the
Underwriter is and has been acting solely as a principal and is not acting as the agent or
fiduciary of the District, (c) the Underwriter has not assumed an advisory or fiduciary
responsibility in favor of the District with respect to the offering and sale of the Bonds
contemplated hereby or the discussions, undertaking and procedures leading thereto
(irrespective of whether the Underwriter has provided other services or is currently providing
other services to the District on other matters) and the Underwriter has no contractual
obligation to the District with respect to the offering and sale of the Bonds contemplated hereby
except the contractual obligations expressly set forth in this Bond Purchase Agreement, and (d)
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the District has consulted its own legal, financial and other advisors to the extent it has deemed
appropriate, in connection with the Bonds and the matters contemplated by this Bond Purchase
Agreement.

The District hereby acknowledges receipt from the Underwriter of disclosures required
by the Municipal Securities Rulemaking Board (“MSRB”) Rule G-17 (as set forth in MSRB
Notice 2012-25 (May 7, 2012), relating to disclosures concerning the Underwriter’s role in the
transaction, disclosures concerning the Underwriter’s compensation, conflict disclosures, if any,
and disclosures concerning complex municipal securities financing, if any.

The Bonds are authorized pursuant to the provisions of sections 53570 et seq. and 53580
et seq. of the California Government Code, a resolution adopted by the Board of Directors of the
District on September 26, 2016 (the “Bond Resolution”), and an Indenture ef-Trust—(the
“Indenture”), dated as of November 1, 2016, by and between the District and
(the “Trustee”). The Bonds are being issued to provide funds to (i) refund the District’s
obligations under various prior agreements with the California State Water Resources Control
Board, the proceeds of which were used to finance improvements to the District’s wastewater
enterprise (the “Wastewater System”), and (ii) pay the costs of issuing the Bonds. The Bonds
will be issued on a parity, as to payment and security, with any parity obligations issued or
incurred by the District in the future.

Issuance of the Bonds and execution of this Bond Purchase Agreement, the Indenture
and the Continuing Disclosure Certificate described below was approved by the Bond
Resolution.

(b) The Bonds shall be as described in the Preliminary Official Statement relating to the
Bonds, dated October 3, 2016 (the “Preliminary Official Statement”). The Bonds shall be dated
as their date of delivery, shall mature on the dates and bear interest at the rates per annum and
shall be subject to redemption, all set forth in Schedule A hereto. As provided in the Indenture,
the Bonds shall be special obligations of the District payable solely from Net Revenues (as
defined in the Indenture) derived from the Wastewater System and amounts on deposit in
certain funds and accounts held under the Indenture, as provided therein.

A final official statement, dated the date hereof and in the form of the Preliminary
Official Statement, with such additions and changes as shall be accepted by the Underwriter
and the District (the “Official Statement”), signed on behalf of the District by its authorized
signatory, shall be delivered by the District to the Underwriter on the Closing Date (defined
below). The Preliminary Official Statement and the Official Statement shall each be deemed to
include their respective cover pages, and all summary statements, appendices, other materials
included with or attached to each of them and any amendments or supplements thereto.

The Indenture, the Continuing Disclosure Certificate and this Bond Purchase Agreement
are referred to herein collectively as the “Financing Agreements.” All capitalized terms used
and not defined herein shall have the meanings assigned to such terms in the Indenture.

(c) The Underwriter agrees to make an initial bona fide public offering of the Bonds at a
price or prices (or yield or yields) not in excess of the public offering price or prices (or yield or
yields) set forth in the Official Statement, and may subsequently change such offering price or
prices (or yield or yields). The Underwriter may offer and sell the Bonds to certain dealers
(including dealers depositing Bonds into investment trusts) at a price or prices lower (or yield
or yields higher) or at a price or prices higher (or yield or yields lower) than the public offering
price or prices (or yield or yields) set forth in the Official Statement. The Underwriter also
reserves the right to (i) over-allot or effect transactions that stabilize or maintain the market
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prices of the Bonds at levels above those which might otherwise prevail in the open market and
(ii) discontinue such stabilizing, if commenced, at any time without prior notice.

(d) The District hereby authorizes the Underwriter to use copies of the Preliminary
Official Statement and the Official Statement and copies of the forms of the Indenture and the
Continuing Disclosure Certificate in connection with the public offering and sale of the Bonds.
The District further agrees not to supplement or amend, cause to be supplemented or amended
or agree to any supplement or amendment of the Preliminary Official Statement (except as
contemplated by the Official Statement) or the Official Statement at any time prior to the
Closing without the prior written consent of the Underwriter. The District ratifies and consents
to the distribution and use of the Preliminary Official Statement by the Underwriter prior to the
date hereof, and hereby represents that pursuant-to-the-executed-certificate-attached-hereto-as
Exhibit-B;-the Preliminary Official Statement was “deemed final” by the District as of the date
thereof within the meaning of paragraph Rule 15¢2-12 of the Securities and Exchange Act of
1934, as amended (“Rule 15¢2-12”), except for the omission of such information as may be
permitted by Rule 15¢2-12.

(e) The District agrees that there shall be delivered to the Underwriter, within seven (7)
business days of the date hereof, sufficient copies of the Official Statement, as requested by the
Underwriter to comply with the requirements of Rule 15¢2-12, and with the requirements of
Rule G-32 of the Municipal Securities Rulemaking Board.

(f) If, at any time prior to the date twenty-five (25) days following the later of the Closing
Date or the date the Underwriter no longer retains, directly or as a member of an underwriting
syndicate, an unsold balance of the Bonds for sale to the public, which date shall be provided to
the District by written notice of the Underwriter (the “End of the Underwriting Period”), any
event of which the District has knowledge shall occur which might or would cause the Official
Statement to contain an untrue statement of a material fact or to omit to state any material fact
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 District will promptly notify
the Underwriter in writing of the circumstances and details of such event. If, as a result of such
event or any other event, it is necessary, in the opinion of the Underwriter, the District or their
respective counsel, to amend or supplement the Official Statement in order to make the
statements therein, in the light of the circumstances under which they were made, not
misleading, the District will forthwith cooperate with the Underwriter in the prompt
preparation and furnishing to the Underwriter of a reasonable number of copies of an
amendment of or a supplement to the Official Statement, in form and substance reasonably
satisfactory to the Underwriter, which will so amend or supplement the Official Statement so
that, as amended or supplemented, it will not contain any untrue statement of a material fact or
omit to state any material fact necessary to make the statements therein, in the light of the
circumstances under which they were made, not misleading.

(g) The District will undertake to provide certain annual financial information and
notices of the occurrence of certain events, if material, pursuant to a continuing disclosure
certificate, dated the date of issuance of the Bonds (the “Continuing Disclosure Certificate”). A
description of this undertaking is set forth in the Preliminary Official Statement and will also be
set forth in the Official Statement.

Section 2. Closing. At 8:00 a.m., California time, November 1, 2016, or at such other time
on such earlier or later date as shall have been mutually agreed upon by the District and the
Underwriter, the District will deliver or cause to be delivered to the Underwriter the Bonds
duly authenticated by the Trustee, together with the other documents hereinafter mentioned,
and the Underwriter will accept such delivery and pay the purchase price of such Bonds as set
forth in Section 1 hereof by federal funds wire. The consummation of the purchase and delivery
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of such Bonds as aforesaid shall be made at the offices of Orrick Herrington & Sutcliffe LLP
(“Bond Counsel”) in San Francisco, California, or at such other place as shall be agreed upon by
the District and the Underwriter; provided, the Bonds will be delivered through the facilities of
The Depository Trust Company. Such purchase and delivery is herein called the “Closing” and
the date and time of the Closing is herein called the “Closing Date.”

The Bonds shall be executed, authenticated and delivered under and in accordance with
the provisions of this Bond Purchase Agreement and the Indenture. The Bonds shall be in
definitive form, shall bear CUSIP numbers, and shall be fully-registered bonds, registered in the
name of Cede & Co., as nominee for The Depository Trust Company, with one bond for each
maturity of the Bonds in the principal amount of such maturity.

Section 3. Representations and Warranties.

(a) The Underwriter hereby represents that it has full power and authority to enter into
this Bond Purchase Agreement, that the execution, delivery and performance of this Bond
Purchase Agreement and the purchase of the Bonds contemplated herein have been duly
authorized by the Underwriter, and that this Bond Purchase Agreement, upon due
authorization, execution and delivery by the District, will be a valid and binding obligation of
the Underwriter.

(b) The District, by its acceptance hereof, represents, warrants, covenants and agrees
with the Underwriter as follows:

(i) The District is an independent special district organized and existing under
the constitution and laws of the State of California and the Board of Directors of the
District, by adoption of the Bond Resolution, has duly approved the execution and
delivery of the Financing Agreements and the Official Statement and the issuance of the
Bonds, and the District has full right, power and authority to execute, deliver and
perform its obligations under the Financing Agreements, to issue the Bonds and to carry
out and consummate the transactions contemplated by the Financing Agreements.

(ii) The District has, on or before the date hereof, duly adopted the Bond
Resolution and taken all action necessary to be taken by it prior to such date for (A) the
issuance, sale and delivery of the Bonds upon the terms and conditions and for the
purposes described herein, in the Indenture and in the Official Statement, (B) the
execution and delivery of the Financing Agreements and performance of its obligations
thereunder, (C) the authorization of the distribution of the Preliminary Official
Statement and the approval, execution, delivery and distribution of the Official
Statement, and (D) the carrying out of, giving effect to, consummating and performing
the transactions and obligations contemplated to be performed by it by the Financing
Agreements and by the Official Statement, provided that no representation is made with
respect to compliance with the securities or “Blue Sky” laws of the various states of the
United States, and such Bond Resolution has not been amended, modified or repealed
and is in full force and effect on the date hereof.

(iii) The District has the full right, power and authority (A) to enter into the

Financing Agreements, (B) to issue, sell and deliver the Bonds to the Underwriter as
provided herein, and (C) to carry out and consummate all other transactions on its part
contemplated by each of the aforesaid documents, and the District has complied with all
provisions of applicable law in all matters relating to such transactions.

(iv) The delivery of the Preliminary Official Statement, the issuance of the Bonds
and the execution and delivery by the District of the Financing Agreements and the
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Official Statement, the compliance by it with the terms, conditions or provisions hereof
and thereof, and the consummation on its part of the transactions herein and therein
contemplated do not and will not, in any respect material for the performance by the
District of its obligations under the Financing Agreements, conflict with or constitute a
breach of or a default under nor contravene any law, administrative regulation,
judgment, decree, loan agreement, indenture, bond, note, resolution, agreement or other
instrument to which the District is a party or is otherwise subject, nor does any such
execution, issuance, delivery, adoption or compliance result in the creation or imposition
of any lien, charge or other security interest or encumbrance of any nature whatsoever
upon any of the properties or assets of the District under any such law, administrative
regulation, judgment, decree, loan agreement, indenture, bond, note, deed of trust,
resolution, agreement or other instrument in any respect material to the performance by
the District of its obligations under the Financing Agreements, except as provided in the
Financing Agreements and the Official Statement.

(v) Except as may be required under Blue Sky or other securities laws of any
state, there is no consent, approval, authorization or other order of, or filing with, or
certification by, any regulatory authority having jurisdiction over the District required
for the execution, delivery and sale of the Bonds or the consummation by the District of
the transactions contemplated by the Financing Agreements or the Official Statement,
which has not been duly obtained or made on or prior to the date hereof.

(vi) Except as described in the Official Statement, there is no action, suit,
proceeding, inquiry or investigation before or by any court, public board or body
pending against or, to the best knowledge of the District, threatened against or affecting
the District wherein an unfavorable decision, ruling or finding would adversely affect
(A) the validity or enforceability of, or the authority or ability of the District to perform
its obligations under, the Bonds or the Financing Agreements or (B) the transactions
contemplated to be performed by it under the Financing Agreements or by the Official
Statement.

(vii) The District is not in default as to the payment of principal or interest with
respect to an obligation issued or incurred by the District and involving expenditure by
the District in excess of $100,000.

(viii) The District will cooperate with the Underwriter in the qualification of the
Bonds for offering and sale and the determination of the eligibility of the Bonds for
investment under the laws of such jurisdictions as the Underwriter shall designate, and
will use its best efforts to continue such qualification in effect so long as required for the
distribution of the Bonds by the Underwriter, provided that the District shall not be
required to take any action which would subject it to service of process or to register as a
foreign corporation in any jurisdiction where it is not now so subject (and it is
understood that the District is not responsible for compliance with or the consequences
of failure to comply with applicable “Blue Sky” laws).

(ix) The information contained in the Preliminary Official Statement and Official
Statement (excluding therefrom for any information relating to DTC and its book-entry
system included therein ), as of their respective dates and the date hereof, did not, does
not and will not, as of the Closing Date, contain any untrue statement of a material fact
and did not, does not and will not, as of the Closing Date, omit to state a material fact
necessary in order to make the statements made therein, in the light of the circumstances
under which they were made, not misleading.
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(x) After the Closing Date and prior to the End of the Underwriting Period, the |
District will not participate in the issuance of any amendment of or supplement to the
Official Statement which, after being furnished with a copy, the Underwriter shall object
in writing or which shall be reasonably disapproved of by counsel for the Underwriter.

(xi) The proceeds from the sale to the Underwriter of the Bonds will be applied in |
the manner and for the purposes specified in the Financing Agreements.

(xii) The District covenants that it will not take any action which would cause |
interest payable with respect to the Bonds to become includable in gross income for
federal income tax purposes or subject to State of California personal income taxes.

(xiii) Any certificate of the District delivered to the Underwriter in connection |
with the transactions contemplated by the Official Statement and this Bond Purchase
Agreement shall be deemed a representation by the District to the Underwriter as to the
statements made therein.

Section 4. Conditions to the Obligations of the Underwriter. The obligations of the
Underwriter under this Bond Purchase Agreement have been undertaken in reliance on, and
shall be subject to, the due performance by the parties hereto of their respective obligations and
agreements to be performed hereunder, and on and as of the date of delivery of this Bond
Purchase Agreement and on and as of the Closing Date. The obligations of the Underwriter
hereunder to accept delivery of and pay for the Bonds at the Closing are also subject, in the
discretion of the Underwriter, to the following further conditions:

(a) At the time of the Closing, (i) the Bond Resolution and the Financing Agreements
shall be in full force and effect and shall not have been rescinded, amended, modified or
supplemented, except as may have been agreed to by the Underwriter, and the District shall
have adopted or executed and delivered, as the case may be, and there shall be in full force and
effect such additional resolutions, agreements, opinions and certificates (including such
certificates as may be required by regulations of the Internal Revenue Service in order to
establish the tax-exempt character of interest evidenced-byon the Bonds), which resolutions, |
agreements, opinions and certificates shall be reasonably satisfactory in form and substance to
the Underwriter, and there shall have been taken in connection therewith and in connection
with the issuance of the Bonds all such action as shall, in the opinion of the Underwriter, be
necessary in connection with the transactions contemplated hereby, (ii) the Bonds shall have
been duly issued, authenticated and delivered, (iii) the Preliminary Official Statement and
Official Statement shall not have been amended, modified or supplemented, except as may have
been agreed to in writing by the Underwriter, and (iv) the District shall perform or have
performed all of its obligations under or specified in the Financing Agreements to be performed
by the District at or prior to the Closing.

(b) On the Closing Date, there shall be delivered to the Underwriter in form satisfactory
to the Underwriter:

(i) Executed counterparts of the Financing Agreements, certified copies of the
Bond Resolution and such other documents and certificates as the Underwriter or its
counsel may reasonably require in order to evidence the accuracy or satisfaction of any
of the representations, warranties or conditions herein contained.

(ii) An approving opinion of Bond Counsel, substantially in the form attached as
Appendix __ to the Official Statement, and a letter from Bond Counsel addressed to the
Underwriter expressly permitting the Underwriter to rely on such final approving
opinion as if the Underwriter was an addressee thereof.
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(iii) A supplemental opinion of Bond Counsel dated the Closing Date, addressed
to the Underwriter, substantially in the form attached hereto as Exhibit A.

(iv) An opinion of Quint & Thimmig LLP, as Disclosure Counsel, addressed to
the District and the Underwriter and dated the Closing Date, to the effect that no
information came to the attention of the attorneys in such firm rendering legal services
which caused such firm to believe that the Official Statement as of its date (except for
any financial or statistical or engineering data or forecasts, numbers, charts, estimates,
projections, assumptions or expressions of opinion or any information about book-entry
or The Depository Trust Company included therein, as to which no opinion or view
need be expressed) contained any untrue statement of a material fact or omitted to state
any material fact 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.

(v) A certificate, dated the Closing Date, signed by an authorized official of the
District, and in form and substance satisfactory to the Underwriter, to the effect that:

(A) Except as described in the Official Statement, there is no action, suit,
proceeding, inquiry or investigation before or by any court, public board or body
pending or, to the best knowledge of the District, threatened against or affecting
the District wherein an unfavorable decision, ruling or finding would adversely
affect the validity or enforceability of, or the authority or ability of the District to
perform its obligations under, any of the Financing Agreements or the
transactions contemplated to be performed by it as described in the Official
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Statement, or which would restrain or enjoin the sale, execution or delivery of
the Bonds or in any way contest or affect the validity of the Bonds, the
proceedings of the District taken with respect to the issuance, delivery or sale
thereof, the pledge or application of any moneys or securities provided for the
payment of the Bonds and the existence or powers of the District or the title of
any officers of the District to their respective positions.

(B) The representations and warranties of the District contained in this
Bond Purchase Agreement are true and correct in all material respects on and as
of the Closing Date.

(C) The District has complied, or is presently in compliance, with all
agreements and has satisfied all conditions on its part to be observed or satisfied
under the Financing Agreements at or prior to the Closing Date.

(D) The information and statements in the Official Statement (excluding
therefrom for any information relating to DTC and its book-entry system
included therein) do not contain any untrue statement of a material fact or omit
to state any material fact necessary to make the statements therein, in the light of
the circumstances under which they were made, not misleading.

(vi) An opinion of the Burke, Williams & Sorensen, LLP, counsel to the District,

dated the Closing Date, to the effect that:
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(A) The District is an independent special district, duly organized and
existing pursuant to the laws of the State of California, and has the full legal
right, power and authority to issue the Bonds, enter into the Financing
Agreements and to perform and observe the agreements and covenants on its
part contained therein, and by proper action has duly authorized the issuance of
the Bonds and the execution and delivery of the Financing Agreements.

(B) The Bond Resolution was duly adopted at a meeting of the governing
board of the District duly called and held pursuant to law and with all public
notice required by law and at which a quorum was present and acting
throughout, and the Bond Resolution is in full force and effect and has not been
modified, amended or rescinded.

(C) the Financing Agreements have been duly authorized, executed and
delivered by the District and, assuming due authorization, execution and
delivery by the other parties thereof, constitute the valid, legal and binding
agreements of the District enforceable in accordance with their terms.

(D) Except as described in the Official Statement, there is no action, suit,
proceeding or investigation at law or in equity before or by any court, public
board or body pending with respect to which the District has been served with
process or, to the best of such counsel’s knowledge, threatened against or
affecting the District in which an unfavorable decision, ruling or finding would
adversely affect the District’'s participation in or consummation of the
transactions contemplated by the Indenture, this Bond Purchase Agreement, the
Continuing Disclosure Certificate, the Official Statement, or the Bonds, or in any
way contesting the existence of the District, or the powers of the District with
respect thereto, or the ability of the District to collect or receive the revenues that
are the source of the payment of the Bonds or to apply such revenues to the
payment of the Bonds.



(E) The issuance of the Bonds and the execution and delivery of the |
Financing Agreements by the District do not, and the fulfillment of the terms
thereof by the District will not, result in a material breach of any of the terms or
provisions of, or constitute a material violation of or default under, any
resolution, indenture, mortgage, deed of trust or other agreement or instrument
to which the District is now a party or by which it or any of its properties are
now bound.

(vii) An opinion of counsel to the Trustee, dated the Closing Date, to the effect
that:

(A) The Trustee is a national banking association duly organized and
existing under the laws of the United States of America and has duly authorized,
executed and delivered the Indenture and by all proper action has authorized
acceptance of the trusts created thereunder.

(B) The Indenture constitutes a legally valid and binding obligation of the
Trustee, enforceable against the Trustee in accordance with its terms, except as
such enforcement may be limited by bankruptcy, insolvency, moratorium,
reorganization or other similar laws or equitable principles relating to or limiting
creditors’ rights generally.

(C) The Bonds have been validly authenticated by the Trustee.

(D) The Trustee has duly authorized, executed and delivered the
Indenture and by all proper action has authorized acceptance of the trusts
created thereunder.

(vii) An executed copy of a non-arbitragetax certificate of the District in form and
substance satisfactory to Bond Counsel, together with a copy of the completed and
exeeuted-IRS Form 8038-G.

(viii) A certificate dated the Closing Date and signed by the Trustee or its
designee, in form and substance satisfactory to the Underwriter, to the effect that:

(A) The Trustee has all necessary power and authority to enter into, and
perform its duties and accepts the trusts created under, the Indenture.

(B) The Trustee is duly authorized to enter into the Indenture and to
authenticate the Bonds pursuant to the terms of the Indenture.

(C) The Bonds have been duly authenticated and delivered by the Trustee
to the Underwriter pursuant to the direction from the District.

(D) The Trustee is not in breach of or default under any law or
administrative rule or regulation of the State of California or the United States of
America, or of any department, division, agency or instrumentality thereof, or
any applicable court or administrative decree or order, or any other instrument
to which the Trustee is a party or is otherwise subject or bound and which would
materially impair the ability of the Trustee to perform its obligations under the
Indenture.

117 of 247



(E) To the best of the Trustee’s knowledge, the execution and delivery of
the Indenture and the authentication of the Bonds will not conflict with or
constitute a breach of or default under the Trustee’s duties under any law,
administrative regulation, court decree, resolution, charter or bylaws to which
the Trustee is subject or by which it is bound.

(ix) Written evidence satisfactory to the Underwriter that the Bonds have been
assigned the rating of ” from S&P Global Ratings and such rating shall be in effect
on and as of the Closing Date.

(x) The opinion of , as counsel to the Underwriter (“Underwriter’s
Counsel”), satisfactory to the Underwriter.

(xi) Copies of all closing documents required by, and delivered pursuant to, the
Indenture, and such additional legal opinions, certificates, proceedings, instruments and
other documents as the Underwriter, Disclosure Counsel, Underwriter’s Counsel, the
counsel to the District or Bond Counsel may reasonably request.

If the conditions to the obligations of the Underwriter contained in this Bond Purchase
Agreement shall not be satisfied, unless otherwise waived by the Underwriter, this Bond
Purchase Agreement shall terminate with the effect stated in paragraph (c) of Section 5 hereof.

Section 5. Termination of Agreement.

(a) The Underwriter may terminate this Bond Purchase Agreement, with the effect
stated in paragraph (c) of this Section, at any time subsequent to the date of this Bond Purchase
Agreement and at or prior to the Closing by notifying the District in writing or by telegram of
its election so to do, if:

(i) A tentative decision with respect to legislation shall be reached by a
committee of the House of Representatives or the Senate of the Congress of the United
States or legislation shall be favorably reported by such a committee or be introduced,
after the date of this Bond Purchase Agreement and prior to the Closing, by amendment
or otherwise, in, or be enacted by, the House of Representatives or the Senate, or be
recommended to the Congress of the United States for passage by the President of the
United States, or a decision by a court established under Article III of the Constitution of
the United States, or the Tax Court of the United States, shall be rendered or a ruling,
regulation or order of the Treasury Department of the United States or the Internal
Revenue Service shall be made or proposed having the purpose or effect of imposing
federal income taxation, or any other event shall have occurred which results in the
imposition of federal income taxation, upon revenues or other income of the general
character to be derived by the District (or by any similar body) or upon interest received
on obligations of the general character of the Bonds.

(ii) Legislation shall be introduced, by amendment or otherwise, in, or be enacted
by, the House of Representatives or the Senate of the Congress of the United States, or a
decision by a court of the United States shall be rendered, or a stop order, ruling,
regulation or official statement by, or on behalf of, the United States Securities and
Exchange Commission or other governmental agency having jurisdiction of the subject
matter shall be made or proposed, to the effect that the issuance, offering or sale of
obligations of the general character of the Bonds, as contemplated hereby, is or would be
in violation of any provision of the Securities Act, the Securities Exchange Act of 1934
(the “Securities Exchange Act”) or the Trust Indenture Act, as any of the foregoing Acts
are amended, or with the purpose or effect of otherwise prohibiting the issuance,
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offering or sale of obligations of the general character of the Bonds, or the Bonds, as
contemplated hereby.

(b) In addition, the Underwriter may terminate this Bond Purchase Agreement with the
effect stated in paragraph (c) of this Section at any time subsequent to the date of this Bond
Purchase Agreement and at or prior to the Closing by notifying the District in writing or by
telegram of its election to do so, if:

(i) Any event shall have occurred, or information shall have become known,
which, in the Underwriter’s reasonable opinion, makes untrue, incorrect or misleading
in any material respect any statement or information contained in the Preliminary
Official Statement or Official Statement or has the effect that the Preliminary Official
Statement or Official Statement contains an untrue, incorrect or misleading statement of
a material fact or omits to state a material fact required to be stated therein or necessary
to make the statements made therein, in the light of the circumstances under which they
were made, not misleading.

(ii) Any legislation, resolution, ordinance, rule or regulation shall be introduced
in, or be enacted by, any governmental body, department or agency of the United States,
of the State of New York or of the State of California, or a decision by any court of
competent jurisdiction within the United States, of the State of New York or of the State
of California shall be rendered which, in the Underwriter’s reasonable opinion,
materially adversely affects the marketability of the Bonds or the sale, at the
contemplated offering prices, by the Underwriter.

(iif) Additional restrictions not in force as of the date hereof having a material
adverse effect on the transactions contemplated hereby shall have been imposed upon
trading in securities generally by any governmental authority or by any national
securities exchange.

(iv) A general banking moratorium shall have been established by federal, New
York or California authorities or trading in securities shall generally have been
suspended on the New York Stock Exchange.

(v) Any rating on the Bonds shall have been downgraded or withdrawn by a
national rating service, which, in the Underwriter’s reasonable opinion, materially
adversely affects the marketability of the Bonds or the sale, at the contemplated offering
prices, by the Underwriter of the Bonds.

(vi) A war involving the United States shall have been declared, or any existing
conflict involving the armed forces of the United States shall have escalated, or any other
national emergency relating to the financial community shall have occurred, which, in
the Underwriter’s reasonable opinion, materially adversely affects the marketability of
the Bonds or the sale, at the contemplated offering prices, by the Underwriter.

(c) If this Bond Purchase Agreement is terminated as herein provided, the parties hereto
shall have no obligations one to the other except as provided in Sections 6 hereof.

Section 6. Expenses.

(a) Except as specifically provided in paragraph (b) of this Section 6, the Underwriter
shall be under no obligation to pay and the District shall pay any expenses incident to, or in
connection with, the offering, issuance and sale of the Bonds, including, but not limited to, (i)
the cost of the preparation, printing or other reproduction (for distribution prior to, on or after
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the date of acceptance of this Bond Purchase Agreement) of the Financing Agreements, the
Preliminary Official Statement and the final Official Statement in reasonable quantities for
distribution, (ii) charges made by rating agencies for the rating of the Bonds, (iii) the cost of
printing the Bonds, (iv) all regulatory agency fees, (v) the fees and expenses of the personnel
and staff of the District designated to facilitate the execution and delivery of the Bonds, (vi) the
fees and expenses of the Trustee, (vii) the fees and expenses of the financial advisors,
accountants, verification agent and other consultants, legal counsel, including Bond Counsel
and Disclosure Counsel, and (viii) all other expenses relating to the sale and delivery of the
Bonds, except those expressly provided for in subsection (b) of this Section 6. The aforesaid
costs and expenses shall be paid out of the proceeds of the sale of Bonds or by the District.

(b) The Underwriter shall pay (i) the cost of qualifying the Bonds for sale in various
states chosen by the Underwriter, (ii) the fees and expenses of Underwriter’s Counsel, (iii) the
fees of the California Debt and Investment Advisory Commission, and (iv) all other expenses
incurred by it in connection with its offering and distribution of the Bonds, including travel and
advertising expenses.

(c) In the event that either the District or the Underwriter shall have paid obligations of
the other as set forth in this Section, adjustment shall be made at the Closing or as soon
thereafter as practicable.

Section 7. Miscellaneous.

(a) Except as otherwise specifically provided in this Bond Purchase Agreement, all
notices, demands and formal actions under this Bond Purchase Agreement shall be in writing
and mailed, telegraphed or personally delivered to:

The Underwriter: RBC Capital Markets, LLC
Two Embarcadero Center, Suite 1200
San Francisco, CA 94111
Attention: Mr. Robert Williams, Managing Director

The District: Union Sanitary District
5072 Benson Road
Union City, CA 94587-2508
Attention: Mr. Paul Eldredge, General Manager

(b) This Bond Purchase Agreement will inure to the benefit of and be binding upon the
District and the Underwriter and their respective successors and assigns, and will not confer
any rights upon any other person, partnership, association or corporation other than the District
and persons, if any, controlling the Underwriter within the meaning of the Securities Act or the
Securities Exchange Act. The terms “successors” and “assigns” shall not include any purchaser
or holder of any of the Bonds.

(c) All of the representations, warranties and covenants of the District in this Bond
Purchase Agreement shall remain operative and in full force and effect regardless of (i) any
investigation made by or on behalf of the Underwriter, (ii) delivery of and any payment for the
Bonds hereunder or (iii) termination of the Underwriter’s obligation to accept delivery of the
Bonds pursuant to this Bond Purchase Agreement.

(d) Section headings have been inserted in this Bond Purchase Agreement as a matter of
convenience or for reference only, and it is agreed that such section headings are not a part of
this Bond Purchase Agreement and will not be used in the interpretation of any provisions of
this Bond Purchase Agreement.
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(e) If any provision of this Bond Purchase Agreement shall be held or deemed to be or
shall, in fact, be invalid, inoperative or unenforceable as applied in any particular case in any
jurisdiction or jurisdictions, or in all jurisdictions because it conflicts with any provisions of any
constitution, statute, rule of public policy, or for any other reason, such circumstances shall not
have the effect of rendering the provision in question invalid, inoperative or unenforceable in
any other case or circumstance, or of rendering any other provision or provisions of this Bond
Purchase Agreement invalid, inoperative or unenforceable to any extent whatever.

(f) This Bond Purchase Agreement may be executed in several counterparts, each of
which shall be regarded as an original and all of which shall constitute one and the same

document.

(g) This Bond Purchase Agreement shall be governed by and construed in accordance
with the laws of the State of California.

RBC CAPITAL MARKETS, LLC, as
Underwriter

By

Robert Williams
Managing Director

This Bond Purchase Agreement is accepted
and agreed to as of the date first above

written:

UNION SANITARY DISTRICT

By

Paul Eldredge
General Manager
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SCHEDULE A

MATURITY SCHEDULE
Maturity Principal Interest
August 1 Amount Rate Yield Price cusir
REDEMPTION PROVISIONS
Optional Redemption. The Bonds maturing on or before August 1, , are not subject to optional
redemption prior to maturity. The Bonds maturing on August 1, , are subject to redemption, at the
option of the District on any date on or after August 1, , as a whole or in part, by such maturities as

shall be determined by the District (and, in lieu of such determination, pro rata among maturities), and by
lot within a maturity, from any available source of funds, at a redemption price equal to the principal
amount thereof, together with accrued interest to the date fixed for redemption, without premium.

Sinking Fund Redemption. The Bonds maturing on August 1, , are also subject to mandatory
sinking fund redemption in part by lot on August 1, ____, and on each August 1 thereafter, to and
including August 1, __, from Mandatory Sinking Account Payments made by the District at a
redemption price equal to the principal amount thereof, without premium, in the aggregate respective
amounts and on the respective dates as set forth in the following table.

Sinking Account

Redemption Date Principal Amount
(August 1) to be Redeemed
tMaturity
Schedule A
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EXHIBIT A

FORM OF SUPPLEMENTAL OPINION OF BOND COUNSEL

[TO COME]
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PRELIMINARY OFFICIAL STATEMENT DATED OCTOBER 3, 2016

NEW ISSUE—FULL BOOK-ENTRY RATING:
S&P: « »
See “RATING” herein

In the opinion of Orrick, Herrington & Sutcliffe LLP, Bond Counsel to the District, 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, interest on the Bonds is excluded from gross income for federal income tax purposes under Section 103
of the Internal Revenue Code of 1986 and is exempt from State of California personal income taxes. In the further opinion of Bond Counsel, interest on the Bonds is not a specific preference
item for purposes of the federal individual or corporate alternative minimum taxes, although Bond Counsel observes that such interest is included in adjusted current earnings when calculating
corporate alternative minimum taxable income. Bond Counsel expresses no opinion regarding any other tax consequences related to the ownership or disposition of, or the amount, accrual or
receipt of interest on, the Bonds. See “TAX MATTERS” herein.
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Dated: As of Date of Delivery Due: As shown below

any jurisdiction in

The § * Union Sanitary District Wastewater Revenue Refunding Bonds, Series 2016 (the “Bonds”) are being issued by the Union Sanitary District, Alameda County California (the
“District”), in fully registered form without coupons and, when issued, will be registered in the name of Cede & Co., as nominee of The Depository Trust Company (“DTC”). Payments of
the principal of and interest on the Bonds will be made by , as trustee for the Bonds (the “Trustee”), to DTC, which is obligated in turn to remit such principal and interest to
DTC participants for subsequent disbursement to the beneficial owners of the Bonds. The Bonds are being issued pursuant to an Indenture, dated as of October 1, 2016 (the “Indenture”), by
and between the District and the Trustee. Interest on the Bonds will be payable semi-annually on each February 1 and August 1, commencing on February 1, 2017.

ale of these securiti

The Bonds are being issued to provide funds to (i) refund the District’s obligations under various prior agreements with the California State Water Resources Control Board, the proceeds of
which were used to finance improvements to the District’s wastewater system (the “Wastewater System”), and (ii) pay the costs of issuing the Bonds. See “THE FINANCING PLAN”
herein.

The Bonds are payable from the net revenues (the “Net Revenues”) of the Wastewater System, derived primarily from charges and revenues received by the District from the operation of the
Wastewater System, less the costs of the operation and maintenance of the Wastewater System. The Net Revenues are pledged, as a first and prior lien thereon, to pay the principal of and
interest on the Bonds on a parity, as to payment and security, with any parity obligations issued or incurred by the District in accordance with the Indenture, as described herein (the “Parity
Obligations”). The District has covenanted to set rates and charges for the services provided by the Wastewater System that are reasonably estimated to be sufficient to provide Net Revenues
in each fiscal year equal to at least 1.20 times the aggregate Debt Service (as defined herein) on the Bonds and all Parity Obligations in that fiscal year.
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The Bonds are subject to redemption prior to maturity as described herein. See “ THE BONDS—Redemption” herein.

THE BONDS ARE LIMITED OBLIGATIONS OF THE DISTRICT, PAYABLE SOLELY FROM THE NET REVENUES AND THE OTHER FUNDS PROVIDED IN THE
INDENTURE FOR THEIR PAYMENT. NEITHER THE BONDS NOR THE OBLIGATION TO PAY PRINCIPAL OF OR INTEREST THEREON CONSTITUTES A DEBT OR A
LIABILITY OF THE STATE OF CALIFORNIA OR ANY OF ITS POLITICAL SUBDIVISIONS (OTHER THAN THE DISTRICT) AND NEITHER THE STATE OF CALIFORNIA
NOR ANY OF IT’S POLITICAL SUBDIVISIONS (OTHER THAN THE DISTRICT) IS LIABLE THEREFOR. THE DISTRICT HAS NO TAXING POWER.
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Ej MATURITIES, PRINCIPAL AMOUNTS, INTEREST RATES AND PRICES OR YIELDS*

:; CUSIPT Prefix:

é Principal Interest CUSIP* Principal Interest CusIP*
‘N“é Maturity Amount Rate Yield Suffix Maturity Amount Rate Yield Suffix

THIS COVER PAGE CONTAINS CERTAIN INFORMATION FOR GENERAL REFERENCE ONLY. IT IS NOT A SUMMARY OF THIS ISSUE OF BONDS. INVESTORS MUST
READ THE ENTIRE OFFICIAL STATEMENT TO OBTAIN INFORMATION ESSENTIAL TO THE MAKING OF AN INFORMED INVESTMENT DECISION WITH RESPECT
TO THE PURCHASE OF THE BONDS.
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The Bonds are offered when, as and if issued and received by the Underwriter and subject to the approval as to their validity by Orrick Herrington & Sutcliffe LLP, Bond Counsel to the District. Certain
legal matters will also be passed upon for the District by Quint & Thimmig LLP, Larkspur, California, as Disclosure Counsel, and by Burke, Williams & Sorensen, LLP, Oakland, California, counsel to
the District. Certain legal matters will be passed upon for the Underwriter by Jones Hall, A Professional Law Corporation, San Francisco, California. It is anticipated that the Bonds will be delivered in
definitive form through the facilities of DTC on or about October 27, 2016.

RBC Capital Markets
RBC

Dated: October __, 2016

*Preliminary, subject to change.

*+ Copyright 2016, American Bankers Association. CUSIP® is a registered trademark of the American Bankers Association. CUSIP data herein is provided by CUSIP Global Services, operated by Standard &
Poor’s. This data is not intended to create a database and does not serve in any way as a substitute for CUSIP Global Services. CUSIP numbers have been assigned by an independent company not affiliated with
the District and are included solely for the convenience of the registered owners of the Bonds. Neither the District nor the Underwriter is responsible for the selection or uses of these CUSIP numbers and no
representation is made as to their correctness on the Bonds or as included herein. The CUSIP number for a specific maturity is subject to being changed after the delivery of the Bonds as a result of various
subsequent actions including, but not limited to, a refunding in whole or in part or as a result of the procurement of secondary market portfolio insurance or other similar enhancement by investors that is
applicable to all or a portion of certain maturities of the Bonds.
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GENERAL INFORMATION ABOUT THIS OFFICIAL STATEMENT

For purposes of compliance with Rule 15¢2-12 of the United States Securities and Exchange Commission, as amended (“Rule 15¢2-12>), this
Preliminary Official Statement constitutes an “official statement” of the District with respect to the Bonds that has been deemed “final” by
the District as of its date except for the omission of no more than the information permitted by Rule 15¢2-12.

Use of Official Statement. This Official Statement is submitted in connection with the sale of the Bonds referred to herein and may
not be reproduced or used, in whole or in part, for any other purpose. This Official Statement is not to be construed as a contract
with the purchasers of the Bonds.

Estimates and Forecasts. When used in this Official Statement and in any continuing disclosure by the District, in any press release
and in any oral statement made with the approval of an authorized officer of the District, the words or phrases “will likely result,”
“are expected to,” “will continue,” “is anticipated,” “estimate,” “project,” “forecast,” “expect,” “intend” and similar
expressions identify “forward looking statements” within the meaning of the Private Securities Litigation Reform Act 0f1995. Such
statements are subject to risks and uncertainties that could cause actual results to differ materially from those contemplated in such
forward-looking statements. Any forecast is subject to such uncertainties. Inevitably, some assumptions used to develop the
forecasts will not be realized and unanticipated events and circumstances may occur. Therefore, there are likely to be differences
between forecasts and actual results, and those differences may be material. The information and expressions of opinion herein are
subject to change without notice, and neither the delivery of this Official Statement nor any sale made hereunder shall, under any
circumstances, give rise to any implication that there has been no change in the affairs of the District since the date hereof.

Limit of Offering. No dealer, broker, salesperson or other person has been authorized by the District or the Underwriter to give
any information or to make any representations other than those contained herein and, if given or made, such other information or
representation must not be relied upon as having been authorized by any of the foregoing. This Official Statement does not
constitute an offer to sell or the solicitation of an offer to buy nor shall there be any sale of the Bonds by a person in any jurisdiction
in which it is unlawful for such person to make such an offer, solicitation or sale.

Limited Scope of Information. The District has obtained certain information set forth herein from sources which are believed to be
reliable, but such information is neither guaranteed as to accuracy or completeness, nor to be construed as a representation of such
by the District. The information and expressions of opinions herein are subject to change without notice and neither delivery of this
Official Statement nor any sale made hereunder shall, under any circumstances, create any implication that there has been no change
in the affairs of the District since the date hereof. All summaries of or references to the documents referred to in this Official
Statement are made subject to the provisions of such documents and do not purport to be complete statements of any or all of such
provisions. All capitalized terms used herein, unless noted otherwise, shall have the meanings prescribed in the Indenture.

Underwriter. The Underwriter has provided the following sentence for inclusion in this Official Statement. The Underwriter has
reviewed the information in this Official Statement in accordance with, and as part of, its responsibility to investors under the
federal securities laws as applied to the facts and circumstances of this transaction, but the Underwriter does not guarantee the
accuracy or completeness of such information.

IN CONNECTION WITH THIS OFFERING, THE UNDERWRITER MAY OVER-ALLOT OR EFFECT TRANSACTIONS
THAT STABILIZE OR MAINTAIN THE MARKET PRICE OF THE BONDS AT SUCH LEVEL ABOVE THAT WHICH
MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE
DISCONTINUED AT ANYTIME.

THE BONDS HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, AS AMENDED, IN
RELIANCE UPON AN EXCEPTION FROM THE REGISTRATION REQUIREMENTS CONTAINED IN SUCH ACT.
THE BONDS HAVE NOT BEEN REGISTERED OR QUALIFIED UNDER THE SECURITIES LAWS OF ANY
STATE.

Website. The District maintains a website. Unless specifically indicated otherwise, the information presented on such website is

not incorporated by reference as part of this Official Statement and should not be relied upon in making investment decisions with
respect to the Bonds.
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OFFICIAL STATEMENT

$ *
UNION SANITARY DISTRICT
(Alameda County, California)
Wastewater Revenue Refunding Bonds, Series 2016

INTRODUCTION
General

This Official Statement, which includes the cover page and appendices hereto, provides
information in connection with the sale of the Wastewater Revenue Refunding Bonds, Series 2016 (the

“Bonds”), being issued by the Union Sanitary District (the “District”), in the aggregate principal amount
of § *,

This Introduction is not a summary of this Official Statement. It is only a brief description of and
guide to, and is qualified by, more complete and detailed information contained in the entire Official
Statement, including the cover page and appendices hereto, and the documents summarized or described
herein. A full review should be made of the entire Official Statement. The offering of the Bonds to potential
investors is made only by means of the entire Official Statement.

Capitalized terms used, but not otherwise defined herein, shall have the meanings assigned thereto
as set forth in APPENDIX A—SUMMARY OF THE INDENTURE —Certain Definitions.

The District

The District was formed in 1918 to serve Newark and the Centerville area of what is now the city
of Fremont. Between 1949 and 1962, the Niles, Decoto, Irvington and Alvarado Sanitary Districts joined
the District. The District provides wastewater collection, treatment and disposal services to the residents
and businesses of the cities of Fremont, Newark and Union City, commonly referred to as the Tri-City
Area, with a combined population of approximately 345,000. The Tri-City Area is located along Interstates
680 and 880, between Oakland and San Jose in southern Alameda County. See “ THE DISTRICT.”

The Wastewater System

The District’s wastewater system (the “Wastewater System”) provides wastewater collection,
treatment and disposal services to its users. See “THE WASTEWATER SYSTEM.”

Purpose of the Bonds

The Bonds are being issued to provide funds to (a) refund the District’s obligations under various
prior agreements with the California State Water Resources Control Board (the “State Water Board”), the

* Preliminary, subject to change.
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proceeds of which were used to finance improvements to the Wastewater System (collectively, the “Prior
Agreements”), and (ii) pay the costs of issuing the Bonds. See “ THE FINANCING PLAN.”

Authority for Issuance

The Bonds are authorized pursuant to the provisions of Articles 10 and 11 of Chapter 3 of Part 1 of
Division 2 of Title 5 (commencing with section 53570) of the California Government Code (the “Law”), a
resolution adopted by the Board of Directors of the District on September 26, 2016 (the “Resolution”), and
an Indenture (the “Indenture”), dated as of October 1, 2016, by and between the District and U.S. Bank
National Association, as trustee (the “Trustee”).

Pledge of Net Revenues

The Bonds are payable from the net revenues (the “Net Revenues”) of the Wastewater System,
derived primarily from charges and revenues received by the District from the operation of the Wastewater
System, less the costs of the operation and maintenance of the Wastewater System. The Net Revenues are
pledged, as a first and prior lien thereon, to pay the principal of and interest on the Bonds on a parity, as to
payment and security, with any parity obligations issued or incurred by the District in accordance with the
Indenture, as described herein (the “Parity Obligations”). See “SECURITY FOR THE BONDS—Pledge
of Net Revenues and Other Amounts.”

Rate Covenant

The District has covenanted to set rates and charges for the services provided by the Wastewater
System that are reasonably estimated to be sufficient to provide Net Revenues in each fiscal year equal to at
least 1.20 times the aggregate Debt Service of the Bonds and all Parity Obligations in that fiscal year. See
“SECURITY FOR THE BONDS—Rate Covenant.”

Additional Obligations

Additional obligations secured by and payable from the Net Revenues on a parity with or
subordinate to the Bonds may be issued or incurred provided that certain conditions set forth in the
Indenture are met. See “SECURITY FOR THE BONDS — Limitations on Future Obligations Secured by
Net Revenues.”

Payment

Principal of the Bonds will be payable in each of the years and in the amounts set forth on the cover
page hereof at the corporate trust office of the Trustee. Interest on the Bonds will be paid by check or draft
of the Trustee mailed by first class mail to the person entitled thereto. See “THE BONDS—General.”
Initially, principal of and interest on the Bonds will be payable when due by wire of the Trustee to The
Depository Trust Company (“DTC”), which will in turn remit such interest and principal to DTC
Participants (as defined herein), which will in turn remit such interest and principal to Beneficial Owners
(as defined herein) of the Bonds. See “ THE BONDS —Book-Entry Only System.”
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Redemption

The Bonds are subject to redemption prior to their stated maturity dates, as described herein. See
“THE BONDS—Redemption.”

Form of Bonds

The Bonds will be dated as of their date of delivery and will be issued in fully registered form,
without coupons, in the minimum denominations of $5,000 or any integral multiple thereof. Any Bond may,
in accordance with its terms, be transferred or exchanged, pursuant to the provisions of the Indenture. See
“THE BONDS—General Provisions.”

Book-Entry System

The Bonds will be registered in the name of Cede & Co., as nominee of DTC. DTC will act as
securities depository for the Bonds. Ownership interests in the Bonds may be purchased in denominations
of $5,000 or any integral multiple thereof, in book-entry form only. Upon receipt of payments of principal
of and interest on the Bonds, DT'C will in turn remit such principal and interest to the participants in DTC
for subsequent disbursement to the beneficial owners of the Bonds. See “ THE BONDS—Book-Entry Only
System” below and APPENDIX F—BOOK-ENTRY ONLY SYSTEM.

Risks of Investment

The Bonds are repayable only from certain money available to the District from the Wastewater
System. For a discussion of some of the risks associated with the purchase of the Bonds, see “RISK
FACTORS RELATING TO THE BONDS.”

THE BONDS ARE LIMITED OBLIGATIONS OF THE DISTRICT, PAYABLE SOLELY
FROM THE NET REVENUES AND THE OTHER FUNDS PROVIDED IN THE INDENTURE FOR
THEIR PAYMENT. NEITHER THE BONDS NOR THE OBLIGATION TO PAY PRINCIPAL OF OR
INTEREST THEREON CONSTITUTES A DEBT OF THE STATE OF CALIFORNIA OR ANY OF
ITS POLITICAL SUBDIVISIONS AND NEITHER THE STATE OF CALIFORNIA NOR ANY OF
IT’S POLITICAL SUBDIVISIONS (OTHER THAN THE DISTRICT) IS LIABLE THEREFOR. THE
DISTRICT HAS NO TAXING POWER.

Continuing Disclosure

The District has covenanted, for the benefit of the owners and beneficial owners of the Bonds, to
provide certain financial information and operating data relating to the Wastewater System by not later than
nine months following the end of each Fiscal Year (currently June 30), and to provide notices of the
occurrence of certain enumerated events. See “CONTINUING DISCLOSURE” and APPENDIX C—
PROPOSED FORM OF CONTINUING DISCLOSURE CERTIFICATE.

Forward-Looking Statements
This Official Statement, and particularly the information contained under the headings entitled

“THE FINANCING PLAN,” “ESTIMATED SOURCES AND USES OF FUNDS,” “SECURITY
FOR THE BONDS,” “THE WASTEWATER SYSTEM” AND APPENDIX D—TRI-CITY AREA
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AND ALAMEDA COUNTYSUPPLEMENTAL INFORMATION, contains statements relating to future
results that are “forward-looking statements” as defined in the Private Securities Litigation Reform Act of
2000. When used in this Official Statement, the words “estimate,” “forecast,” “intend,” “expect” and
similar expressions identify forward-looking statements. Such statements are subject to risks and
uncertainties that could cause actual results to differ materially from those contemplated in such forward-
looking statements. Any forecast is subject to such uncertainties. Inevitably, some assumptions used to
develop the forecasts will not be realized and unanticipated events and circumstances may occur. Therefore,
there are likely to be differences between forecasts and actual results, and those differences may be material.
The District is not obligated to issue any updates or revisions to the forward-looking statements if or when
its expectations, or events, conditions or circumstances on which such statements are based occur. See
“RISK FACTORS RELATING TO THE BONDS.”

Other Matters

There follows in this Official Statement brief descriptions of the Bonds, the security for the Bonds,
the Indenture, the District, the Wastewater System, and certain other information relevant to the issuance
of the Bonds. The descriptions and summaries of documents herein do not purport to be comprehensive or
definitive, and reference is made to each such document for the complete details of all its respective terms
and conditions. All statements herein with respect to such documents are qualified in their entirety by
reference to each such document for the complete details of all of their respective terms and conditions. All
statements herein with respect to certain rights and remedies are qualified by reference to laws and
principles of equity relating to or affecting creditors’ rights generally. Copies of the Indenture are available
for inspection during business hours at the corporate trust office of the Trustee.

The information and expressions of opinion herein speak only as of the date of this Official
Statement and are subject to change without notice. Neither delivery of this Official Statement nor any sale
made hereunder nor any future use of this Official Statement shall, under any circumstances, create any
implication that there has been no change in the affairs of the District since the date hereof.

All financial and other information presented in this Official Statement has been provided by the
District from its records, except for information expressly attributed to other sources. The presentation of
information, including the table of receipts from taxes and other revenues, is intended to show recent
historic information and is not intended to indicate future or continuing trends in the financial or other
affairs of the District. No representation is made that past experience, as it might be shown by such financial
and other information, will necessarily continue or be repeated in the future.

Other Information

This Official Statement speaks only as of its date and the information contained herein is subject to
change without notice. Copies of the Indenture are available from the District upon written request to the
District, 5072 Benson Road, Union City, California, 94587, Attention: Business Services Manager/Chief
Financial Officer. The District may impose a charge for copying, mailing and handling expenses related to
any request for documents.
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ESTIMATED SOURCES AND USES OF FUNDS
The estimated sources and uses of funds are as follows:

Sources:
Principal Amount of Bonds
Plus: Net Original Issue Premium

TOTAL SOURCES

Uses:
Deposit to Refunding Fund (1)
Costs of Issuance (2)

TOTAL USES

1) Amount required to prepay the Prior Obligations. See “THE FINANCING PLAN.”
(2)  Costs of Issuance include the Underwriter’s discount, legal fees, printing costs, rating agency fees and other miscellaneous
expenses.

THE FINANCING PLAN

A portion of the proceeds of the Bonds will be applied, on the date of delivery of the Bonds, to the
prepayment of the Prior Agreements. The Prior Agreements are described as follows:

Maturity  Interest Outstanding
Prior Agreement Project Financed Date Rate Amount
2003 State Revolving Fund Loan  Irvington Equalization Storage Facilities 8/30/23 2.4% $ 5,788,299.13
2008 State Revolving Fund Loan =~ Willow/Central Avenue Sanitary Sewer 11/16/27 2.4% 1,118,546.77
Rehabilitation
2008 State Revolving Fund Loan ~ Newark Pump Station 1/26/30 2.7% 7,903,117.32
2008 State Revolving Fund Loan ~ Lower Hetch Hetchy Sewer Rehabilitation  11/17/28 2.7% 1,513,896.27
2009 State Revolving Fund Loan ~ Cedar Boulevard Sanitary Sewer 2/26/30 2.5% 1,488,826.70
Rehabilitation
2011 State Revolving Fund Loan ~ Alvarado Wastewater Treatment Plant 1/15/33 2.7% 7,956,091.33
Primary Clarifiers
2011 State Revolving Fund Loan ~ Replacement of Substation 1 2/28/32 2.6% 2,038,013.70
2011 State Revolving Fund Loan ~ Replacement of Boyce Road Lift Station 3/31/33 2.6% 5,590,616.43
2014 State Revolving Fund Loan ~ Thickener Control Building 3/31/36 2.1% 9,642,775.00
Improvements
Total $43,040,182.68

In addition, a portion of the proceeds of the Bonds will be applied to pay the costs of issuance of the
Bonds.
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DEBT SERVICE REQUIREMENTS

Annual debt service on the Bonds (assuming no redemptions of the Bonds) is presented below.

Maturity Principal Interest Total

2/1/2017
8/1/2017
8/1/2018
8/1/2019
8/1/2020
8/1/2021
8/1/2022
8/1/2023
8/1/2024
8/1/2025
8/1/2026
8/1/2027
8/1/2028
8/1/2029
8/1/2030
8/1/2031
8/1/2032
8/1/2017
8/1/2033
TOTALS

THE BONDS
Authority for Issuance
The Bonds are authorized pursuant to the provisions of the Law, the Resolution and the Indenture.
General Provisions

The Bonds will be dated as of their date of delivery and issued in fully registered form without
coupons in denominations of $5,000 or any integral multiple thereof. The Bonds will mature in the amounts
and on the dates, and bear interest at the rates per annum, set forth on the cover page of this Official
Statement.

Repayment of the Bonds. Interest on the Bonds will be payable on February 1 and August 1 in each
year, beginning February 1, 2017 (each an “Interest Payment Date”), to the person whose name appears in
the registration books required to be kept by the Trustee as the Holder thereof at the close of business as of
the Record Date next preceding each Interest Payment Date, such interest to be paid by check mailed by
first class mail on each Interest Payment Date to the Holder at such Holder’s address as it appears on such
registration books or, at the option of any Holder, by wire transfer on each Interest Payment Date of
immediately available funds to an account in a bank or trust company or savings bank that is a member of
the Federal Reserve System and is located in the United States of America according to written instructions
given by such Holder to the Trustee by the applicable Record Date.. Principal of any Bond will be paid upon
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presentation and surrender thereof at the Principal Corporate Trust Office of the Trustee in St. Paul,
Minnesota. Both the principal of and interest on the Bonds will be payable in lawful money of the United
States of America.

The Bonds will bear interest based on a 360-day year comprised of twelve 30-day calendar months
from the Interest Payment Date next preceding the date of authentication thereof, unless they are
authenticated on a day during the period from the day after a Record Date for an Interest Payment Date to
such Interest Payment Date, both dates inclusive, in which event they shall bear interest from such Interest
Payment Date, and unless they are authenticated on a day on or before the Record Date for the first Interest
Payment Date, in which event they shall bear interest from their date; provided, however, that if, as of the
date of authentication of any Bond, interest thereon is in default, such Bond will bear interest from the
Interest Payment Date to which interest has previously been paid or made available for payment thereon.

DTC as Registered Owner. The Bonds will initially be issued in book-entry only form, registered in
the name of Cede & Co., as nominee of DTC. Purchasers of the Bonds will not receive certificates
representing their interests therein, which will be held at DTC. See “THE BONDS—Book-Entry Only
System.”

Redemption

Optional Redemption. The Bonds maturing on and after August 1, 20, are subject to redemption
prior to their respective stated maturity dates at the option of the District, from any source of available
funds, as a whole or in part (in such amounts and maturities as may be specified by the District, or if the
District fails to specify such maturities, in inverse order of maturity) on any date on or after August1,20
at a redemption price equal to the principal amount of the Bonds called for redemption, together with
accrued interest thereon to the date fixed for redemption, without premium. The District is required to give
the Trustee (unless waived by the Trustee) written notice at least twenty-five (25) days (or such lesser time
period acceptable to the Trustee) before any date fixed for the optional redemption of any Bonds,
designating the amounts and maturities called for redemption and the date of such redemption.

Extraordinary Redemption. The Bonds are subject to extraordinary redemption prior to their
respective stated maturity dates at the option of the District, from Net Proceeds, as a whole or in part (in
such amounts and maturities as may be specified by the District, or if the District fails to specify such
maturities, in inverse order of maturity) on any date, at a redemption price equal to the principal amount of
the Bonds called for redemption, together with accrued interest thereon to the date fixed for redemption,
without premium. The District is required to give the Trustee (unless waived by the Trustee) written notice
at least twenty-five (25) days (or such lesser time period acceptable to the Trustee) before any date fixed for
the extraordinary redemption of any Bonds, designating the amounts and maturities called for redemption
and the date of such redemption

Partial Redemption of Bonds. If less than all Bonds of any maturity or any given portion thereof are
to be redeemed at any one time, the Trustee will select the Bonds of such maturity or any given portion
thereof to be redeemed, by lot, in any manner that the Trustee in its sole discretion deems appropriate and
fair. For purposes of such selection, Bonds or portions thereof must be in integral multiples of $5,000 and,
in selecting Bonds for redemption, each Bond will be treated as representing that number of Bonds as is
obtained by dividing the principal amount of such Bond by $5,000 any such $5,000 multiple may be
separately redeemed.
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Notice of Redemption. Notice of redemption will be mailed by first-class mail by the Trustee, not less
than twenty (20) nor more than sixty (60) days prior to the redemption date to the respective Holders of
the Bonds designated for redemption at their addresses appearing on the registration books of the Trustee.
Each notice of redemption will state the date of such notice, the redemption price, the place of redemption
(including the name and appropriate address of the Trustee), and, if less than all of the Bonds are to be
redeemed, the maturities of the Bonds to be redeemed and, in the case of Bonds to be redeemed in part
only, the respective portions of the principal amount thereof to be redeemed. Each such notice will also
state that on said date there will become due and payable on each of said Bonds the redemption price thereof
and in the case of a Bond to be redeemed in part only, the specified portion of the principal amount thereof
to be redeemed, together with interest accrued thereon to the redemption date, and that from and after such
redemption date interest thereon will cease to accrue, and will require that such Bonds be then surrendered
at the address of the Trustee specified in the redemption notice. Neither failure to receive any such notice
nor any defect therein will affect the validity of the proceedings for redemption of such Bonds or the
cessation of the accrual of interest on the redemption date.

In the case of optional or extraordinary redemption, the notice may state (i) that it is conditioned
upon the deposit of money, in an amount equal to the amount necessary to effect the redemption, with the
Trustee no later than the redemption date or (ii) that the District retains the right to rescind such notice on
or prior to the scheduled redemption date (in either case, a “Conditional Redemption”), and such notice
and optional redemption will be of no effect if such money is not so deposited or if the notice is rescinded.

Any Conditional Redemption may be rescinded in whole or in part at any time prior to the
redemption date if the District delivers a Certificate of the District to the Trustee instructing the Trustee
to rescind the redemption notice. The Trustee will give prompt notice of such rescission to the affected
Holders. Any Bonds subject to Conditional Redemption where redemption has been rescinded will remain
Outstanding, and the rescission will not constitute an Event of Default. Further, in the case of a Conditional
Redemption, the failure of the District to make funds available in part or in whole on or before the
redemption date will not constitute an Event of Default, and the Trustee will give prompt notice to the
affected Holders that the redemption did not occur and that the Bonds called for redemption and not so
paid remain Outstanding.

Effect of Redemption. If notice of redemption has been properly given and money for the payment of
the redemption price of the Bonds called for redemption is held by the Trustee, then on the redemption
date designated in the notice, the Bonds so called for redemption will become due and payable, and from
and after the date so designated interest on such Bonds will cease to accrue, and the Holders of such Bonds
will have no rights in respect thereof.

All Bonds redeemed will be cancelled by the Trustee and will be destroyed with a certificate of
destruction furnished to the District, if it so requests, and will not be reissued.

Book-Entry Only System

The Bonds will be registered in the name of Cede & Co., as registered owner and nominee of DTC.
DTC will act as securities depository for the Bonds so purchased. Individual purchases will be made in book-
entry form. One fully registered Bond certificate will be issued for each maturity of the Bonds having the
same interest rate, in the aggregate principal amount of such maturity and will be deposited with DTC.
Purchasers will not receive a certificate representing their beneficial ownership interest in Bonds. So long
as Cede & Co. is the registered owner of the Bonds, as nominee of DTC, references herein to the Holders
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or registered owners shall mean Cede & Co. as aforesaid, and shall not mean the “Beneficial Owners” of
the Bonds. In this Official Statement, the term “Beneficial Owner” shall mean the person for whom a DTC
Participant acquires an interest in the Bonds. See APPENDIX F—BOOK-ENTRY ONLY SYSTEM.

So long as Cede & Co. is the registered owner of the Bonds, principal of and interest on the Bonds
are payable by wire transfer of same day funds by the Trustee to Cede & Co., as nominee for DTC. DTC is
obligated, in turn, to remit such amounts to the DTC Participants for subsequent disbursement to the
Beneficial Owners. See APPENDIX F—BOOK-ENTRY ONLY SYSTEM.

SECURITY FOR THE BONDS
Pledge of Net Revenues and Other Amounts

The District irrevocably pledges the Net Revenues to the payment of the Bonds and the Parity
Obligations without priority or distinction of one over the other and the Net Revenues will not be used for
any other purpose while any of the Bonds remain Outstanding; provided that out of the Net Revenues there
may be apportioned such sums for such purposes as are expressly permitted in the Indenture. This pledge
constitutes a first and exclusive lien on Net Revenues. In addition, the District irrevocably pledges all
amounts (including proceeds of the sale of the Bonds) held by the Trustee in any fund or account established
under the Indenture (other than amounts on deposit in the Rebate Fund) to the payment of the interest on
and principal of the Bonds as provided therein and such amounts may not be used for any other purpose
while any of the Bonds remain Outstanding; provided, however, that out of such amounts there may be
applied such sums for such purposes as are permitted under the Indenture.

The Indenture defines “Net Revenues” as, for any period, the Revenues for such period less the
Operation and Maintenance Costs for such period.

The Indenture defines “Revenues” as all income, rents, rates, fees, charges and other moneys
derived from the ownership or operation of the Wastewater System determined in accordance with
generally accepted accounting principles, consistently applied, including, without limiting the generality of
the foregoing, (1) all income, rents, rates, fees, charges, business interruption insurance proceeds,
connection fees and charges or other moneys derived by the District from the Wastewater Service or other
services, facilities, and commodities sold, furnished or supplied through the facilities of or in the conduct
or operation of the business of the Wastewater System; (2) the earnings on and income derived from the
investment of amounts described in clause (1) above and from District reserves held for the Wastewater
System; and (3) the proceeds derived by the District directly or indirectly from the sale, lease or other
disposition of a part of the Wastewater System; but excluding (a) the proceeds of taxes; (b) customers’
deposits or any other deposits or advances subject to refund until such deposits or advances have become
the property of the District; and (c) advances or contributions in aid of construction. Notwithstanding the
foregoing, there shall be deducted from current Revenues any amounts transferred into the Rate
Stabilization Fund from current Revenues and there shall be added to current Revenues any amounts
transferred out of the Rate Stabilization Fund.

The Indenture defines “Operation and Maintenance Costs” as costs spent or incurred by the
District for maintaining and operating the Wastewater System, calculated in accordance with generally
accepted accounting principles consistently applied, including the expenses of maintenance, repair, billing
and collection, and other expenses incurred to maintain and preserve the Wastewater System in good repair
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and working order, and including administrative costs of the District, salaries and wages of employees,
payments to employee retirement systems, overhead, taxes (if any), fees, compensation and expenses of
auditors, accountants, attorneys, engineers, trustees, paying agents, credit enhancement providers, liquidity
providers, hedge providers, remarketing agents, or other consultants or similar entities, and insurance
premiums, in each case as attributable to the Wastewater System, but excluding in all cases (1) depreciation,
replacement and obsolescence charges or reserves therefor, (2) amortization of intangibles or other
bookkeeping entries of a similar nature, (3) costs of capital additions, replacements, betterments, extensions
or improvements to the Wastewater System that under generally accepted accounting principles are
chargeable to a capital account or to a reserve for depreciation, and (4) interest charges and charges for the
payment of indebtedness.

The Indenture defines “Wastewater System” as the whole and each and every part of the
wastewater collection, conveyance, treatment and disposal system of the District, including all real property
and buildings, including the portion thereof existing on the date of the Indenture, and including all additions,
betterments, extensions and improvements to such Wastewater System or any part thereof thereafter
acquired or constructed.

Allocation of Net Revenues

In order to carry out and effectuate the pledge of and lien on Net Revenues, the District agrees and
covenants that all Revenues shall be received by the District in trust and shall be deposited when and as
received in a special fund designated as the “Revenue Fund”, which fund the District agrees and covenants
to maintain and to hold separate and apart from other funds so long as any Bonds remain Outstanding.
Moneys in the Revenue Fund shall be used and applied by the District only in the following order as
provided in the Indenture:

(a) The District shall pay all Operation and Maintenance Costs (including amounts reasonably
required to be set aside in contingency reserves for Operation and Maintenance Costs, the
payment of which is not then immediately required) as they become due and payable and shall
make such deposits to the Rate Stabilization Fund as it may determine from time to time; and

(b) The District shall pay the principal of and interest on the Bonds and pay all Parity Obligations
and make any deposits or transfers required to be made by the District pursuant to the
Indenture and all Parity Obligation Contracts, in each case at the times and in the amounts
required by the Indenture and each Parity Obligation Contract.

As long as all such payments required to be paid by the District have been paid and all deposits or
transfers required to be made by the District have been made at the times and in the amounts required by
the Indenture, Revenues on deposit in the Revenue Fund may be applied and used by the District for any
lawful purpose.

Debt Service Fund

On or before each Interest Payment Date, the District, from amounts in the Revenue Fund, shall
transfer to the Trustee, for deposit in the Debt Service Fund, a sum equal to the amount of interest on and
principal of and mandatory sinking fund payments for the Bonds becoming due on such Interest Payment
Date; provided, no such transfer need be made if the amount on deposit in the Debt Service Fund is at least
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equal to the amount of interest on and principal of and mandatory sinking fund payments for the Bonds
becoming due on such Interest Payment Date.

All money on deposit in the Debt Service Fund shall be used and withdrawn by the Trustee solely
for the purpose of paying the interest on and principal of and mandatory sinking fund payments for the
Bonds as such interest, principal and mandatory sinking fund payments become due and payable.

Rate Stabilization Fund

From time to time the District may deposit into the Rate Stabilization Fund, from current
Revenues, such amounts as the District shall determine and the amount of available current Revenues shall
be reduced by the amount so transferred. The District may also deposit amounts in the Rate Stabilization
Fund from any lawfully available source other than current Revenues and the amount of available current
Revenues shall not be reduced by the amounts so transferred. Amounts may be transferred from the Rate
Stabilization Fund and deposited in the Revenue Fund, and any amounts so transferred shall be deemed
Revenues when so transferred. Deposits to and transfers from the Rate Stabilization Fund for each Fiscal
Year shall be made within 270 days after the end of such Fiscal Year. All interest or other earnings upon
amounts in the Rate Stabilization Fund may be withdrawn therefrom and accounted for as Revenues.

Rate Covenant

Amount of Rates and Charges. The District shall, to the extent permitted by law (including, without
limitation, Section 6 of Article XIIID of the California Constitution), fix, prescribe and collect rates and
charges for the Wastewater Service in each Fiscal Year that are reasonably estimated to yield during each
Fiscal Year Adjusted Net Revenues for such Fiscal Year equal to the Coverage Requirement for such Fiscal
Year.

“Coverage Requirement” means, with respect to any specified period, an amount of Adjusted Net
Revenues for the specified period equal, in each case, to at least (1) 120% of the Debt Service for all
Outstanding Bonds and Parity Obligations for the specified period and (2) 100% of all obligations of the
District payable from Net Revenues in the specified period.

The District may make adjustments from time to time in such rates and charges and may make such
classification thereof as it deems necessary, but shall not reduce the rates and charges then in effect unless
the Adjusted Net Revenues from such reduced rates and charges will at all times be sufficient to meet the
rate covenant described above. So long as the District has complied with the rate covenant described above,
the failure of the Adjusted Net Revenues for any Fiscal Year to be equal to at least the Coverage
Requirement for such Fiscal Year shall not constitute an Event of Default under the Indenture.

Collection of Rates and Charges. The District will have in effect at all times bylaws, rules and
regulations requiring each customer to pay the rates and charges applicable to the Wastewater Service to
such customer and providing for the billing thereof and for a due date and a delinquency date for each bill.
In each case where such bill remains unpaid in whole or in part after it becomes delinquent, the District may
discontinue such service from the Wastewater System, and such service shall not thereafter be
recommenced except in accordance with District rules and regulations governing such situations of
delinquency.
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Limitations on Future Obligations Secured by Net Revenues

Parity Obligations. After the issuance of the Bonds, the District may at any time and from time to
time issue, incur or create any Parity Obligations; provided:

(i) there shall not have occurred and be continuing an Event of Default under the terms of the
Indenture (or the issuance, incurrence or creation of such Parity Obligations will cure any such Event of
Default); and

(ii) the District obtains or provides a certificate or certificates prepared by the District or at the
District’s option by a Consultant showing that either:

)] the Adjusted Net Revenues for either the most recent Fiscal Year for which
audited financial statements are available or any 12 consecutive calendar month period (selected by
the District) during the 18 consecutive calendar month period ending immediately prior to the
issuance, incurrence or creation of such additional Parity Obligations were at least equal to the
Coverage Requirement for the most recently completed Fiscal Year, including in the calculation of
the Coverage Requirement for this purpose the Average Annual Debt Service for the additional
Parity Obligations to be issued, incurred or created; and for the purpose of providing such certificate
or certificates, the District or the District’s Consultant, as applicable, may adjust the Adjusted Net
Revenues for such Fiscal Year or 12 calendar month period, as the case may be, to reflect:

(A) an allowance for Net Revenues that would have been derived from each
new connection to the Wastewater System that was made prior to the issuance, incurrence
or creation of such additional Parity Obligations but which was not in existence during all
or any part of such Fiscal Year or 12 calendar month period under consideration, in an
amount equal to the estimated additional Net Revenues that would have been derived from
each such connection if it had been made prior to the beginning of such Fiscal Year or 12
calendar month period; provided that such certificate or certificates shall show that the
amount of Adjusted Net Revenues for the Fiscal Year or 12 calendar month period under
consideration was equal to at least 100% of the Debt Service for all outstanding Bonds and
Parity Obligations for such Fiscal Year or 12 calendar month period before making any
allowance for new connections to the Wastewater System pursuant to this subparagraph
(A), and

(B) an allowance for Net Revenues that would have been derived from any
increase in the rates, fees and charges fixed and prescribed for Wastewater Service which
became effective prior to the issuance, incurrence or creation of such additional Parity
Obligations but which was not in effect during all or any part of such Fiscal Year or 12
calendar month period, in an amount equal to the estimated additional Net Revenues that
would have been derived from such increase in rates, fees and charges if it had been in effect
prior to the beginning of such Fiscal Year or 12 calendar month period; or

(2) the estimated Adjusted Net Revenues for each of the five full Fiscal Years next
following the earlier of (x) the end of the period during which interest on such additional Parity
Obligations is to be capitalized or, if no interest is capitalized, the Fiscal Year in which such
additional Parity Obligations are issued, incurred or created, or (y) the date on which substantially
all projects financed with the proceeds of such additional Parity Obligations plus all projects
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financed with all existing Parity Obligations are expected to commence operations, will be at least
equal to the Coverage Requirement for each such Fiscal Year; and for the purpose of providing such
certificate or certificates, the District or the District’s Consultant, as applicable, may adjust the
foregoing estimated Adjusted Net Revenues to reflect:

(A) an allowance for Net Revenues that are estimated to be derived from any
increase in the rates, fees and charges for Wastewater Service which have been adopted
and which will be in effect during all or any portion of the period for which such estimates
are provided; and

(B) an allowance for Net Revenues that are estimated to be derived from new
connections to the Wastewater System reasonably expected during all or any portion of the
period for which such estimates are provided in an amount equal to the additional Net
System Revenues that are estimated to be derived from such connections; provided that
such certificate or certificates shall show that the estimated Adjusted Net Revenues for
each of the five Fiscal Years for which such estimates are provided will be equal to at least
100% of the Debt Service for all outstanding Bonds and Parity Obligations for each such
Fiscal Year before making any allowance for new connections to the Wastewater System
pursuant to this subparagraph (B).

For purposes of clause (2) above, with respect to Operation and Maintenance Costs, the District or
the District’s Consultant, as applicable, shall use such assumptions (which shall be set forth in such
certificate or certificates) as such believes to be reasonable, taking into account: (i) historical Operation and
Maintenance Costs, (ii) Operation and Maintenance Costs associated with any additions, improvements or
betterments to or extensions or replacements of the Wastewater System to be financed with the proceeds
of such additional Parity Obligations and any other new additions, improvements or betterments to or
extensions or replacements of the Wastewater System during the period for which such estimates are
provided and (iii) such other factors, including inflation and changing operations or policies, as the District
or the District’s Consultant, as applicable, believes to be appropriate.

Notwithstanding the foregoing, the District may at any time issue, incur or create Parity Obligations
that are Reimbursement Obligations or issue, incur or create Parity Obligations under a Hedge Agreement
provided that such Reimbursement Obligations or Hedge Agreement relate to Parity Obligations or
anticipated Parity Obligations.

Notwithstanding the foregoing, the District may at any time issue, incur or create Parity Obligations
for the purpose of refunding, refinancing or prepaying any obligation payable from Net Revenues (including
the payment of any costs incurred in connection with such refunding, refinancing or prepayment and the
creation of such Parity Obligations and the creation of reserve funds, if any, for such Parity Obligations).

Nothing contained in the Indenture limits the ability of the District to issue, incur or create
obligations payable from the Net Revenues on a basis that is subordinate in both payment and lien priority
to the Bonds and any other Parity Obligations.
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THE DISTRICT
General Background

The District was formed in 1918 to serve Newark and the Centerville area of what is now Fremont.
Between 1949 and 1962, the Niles, Decoto, Irvington, and Alvarado Sanitary Districts joined the District.
The District is an independent special district which provides wastewater collection treatment and disposal
services to the residents and businesses of the cities of Fremont, Newark and Union City, commonly
referred to as the Tri-City Area, with a combined population of approximately 347,000. The Tri-City Area
is located along Interstates 680 and 880, between Oakland and San Jose in southern Alameda County (the
“County”). Independent special districts are voted into existence by the citizens they serve and are
sanctioned under California law to perform specific local government functions within certain boundaries.
The District was organized under sections 6400-6830 of the California Health & Safety Code, the Sanitary
District Act of 1923.

The District is governed by an elected Board of Directors which is accountable to the public. The
Directors are members of the community they represent.

Service Area and Land Use

The District includes approximately 60.2 square miles in the Tri-City Area of the County, within
most of the cities of Fremont, Newark and Union City. The developable portion of the District includes a
largely residential community with approximately two percent (2%) of parcels in the District devoted to
commercial uses and one percent (1%) of parcels in the District devoted to industrial uses. The District
maintains 811 miles of sewers in the Tri-City Area.

Additional demographic and economic information relating to the Tri-City Area and the County is
set forth in APPENDIX D—TRI-CITY AREA AND ALAMEDA COUNTY SUPPLEMENTAL
INFORMATION.

Governance and Management

The District is governed by a five-member Board of Directors, which is independently and directly
elected by voters to staggered four-year terms. The Board appoints the General Manager to manage and
oversee the day-to-day operations. The members of the Board, their occupations, and the expiration date of

their terms are as follows:

Term Expires

Board Member Position (December)
Tom Handley President 2018
Pat Kite Vice President 2020
Anjali Lathi Secretary 2020
Manny Fernandez Member 2020
Jennifer Toy Member 2018

Management and Employees
The District employs approximately 138 staff and operates in a team based environment and uses

the Balanced Scorecard as a model for its strategic plan and performance measurement tool. Departments
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are referred to as Workgroups. There are five Workgroups managed by directors and within the
Workgroups there are teams managed by Coaches (mid-managers). The five Workgroups are Business
Services (BS); Collection Services (CS); Fabrication Maintenance and Construction (FMC); Technical
Support and Customer Service (TSCS); and Treatment and Disposal Services (TDS).

BS supports the District’s organization, employees and customers through its Finance,
Purchasing, Materials Management, Organizational Support, Human Resources and Information
Technology activities. CS maintains the District’s sewer mains through construction, maintenance, and
television-inspection of its lines. The group also provides planning and scheduling services, fleet and
equipment maintenance, building and grounds maintenance and data administration support.

FMC provides professional equipment installation, operation, service, and repair that supports the
District’s plant, pump stations, and administrative offices. TSCS provides engineering and capital
improvement project management services, enforcement of the District’s ordinances and specifications for
sewer construction and repairs, calculation of sewer service charges, and implementation of environmental
protection and compliance programs. TDS is responsible for safe, reliable, and effective operation of the
District’s wastewater treatment plant and its associated equipment. The group provides plant operations,
laboratory, and support services.

Budget Process and Financial Statements

The District holds a mid-year workshop with the Board of Directors in January or February. The
purpose of this workshop is to provide current year-to-date budget vs. actual information, projections for
the end of the year, and a first look at budget issues for the upcoming fiscal year. In April there is a
subsequent workshop, providing the upcoming fiscal year’s projected budget, including revenue estimates,
operating costs, capital projects, rates, and special projects. The budget workshops give the Board of
Directors the opportunity to comment, ask questions, make recommendations for changes, and provide
direction to staff. At the first Board meeting in June, the preliminary (draft) budget is brought to the Board
of Directors as an information item, noting any changes since the workshop. The final budget is typically
reviewed and approved at the second Board meeting in June.

Budgetary controls are maintained by the District to ensure compliance with the annual budget
adopted by the Board of Directors. All financial activities for the fiscal year are included in the annual
budget, along with the ten years of the 20 year capital improvement budget. Budgetary control is maintained
at the Work Group level for administrative and operating budgets, and at the project level for capital
improvements. Monthly budget reports are provided to the Executive Team and Board of Directors. The
Executive Team conducts a detailed quarterly review, as well.

Attached is APPENDIX B—COMPREHENSIVE ANNUAL FINANCIAL REPORT OF THE
DISTRICT FOR THE FISCAL YEAR ENDED JUNE 30, 2015, which contains the financial results of the

District. Rates for user charges and bond issuance authorizations are approved by the District’s governing
board.

The audited combined financial statements of the District for prior years are available upon request.
Such request should be directed to the District, 5072 Benson Road, Union City, California, 94587,
Attention: Business Services Manager/Chief Financial Officer.
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WASTEWATER SYSTEM

The District owns and manages the Wastewater System. Its service area is 60.2 square miles with
over 347,000 residents and over 3,000 commercial or industrial customers. The number of sewer
connections for residential, commercial and industrial is 110,038. The District maintains 811 miles of gravity
flow pipeline, 19.5 miles of pressurized force main pipeline, 7 remote pump stations and one waste water
treatment plant. The Wastewater Treatment Plant (the “WWTP”) has a permitted capacity of 33 million
gallons per day (mgd) and it treats an average of 21.85 gallons of wastewater each day. Currently the WWTP
discharges an average of 22 million gallons a day to San Francisco Bay. In recent years, this flow rate has
decreased as a result of water conservation measures, but solids loadings have continued to increase as
development in the service area progresses. The WWTP currently meets the National Pollutant Discharge
Elimination System (NPDES) permit requirements for secondary treatment by using activated sludge as its
biological liquid treatment process. The District’s treatment also includes primary and secondary
clarification, and chlorination. The solids are handled on site through sludge thickening, digestion, and
dewatering. The WW'TP has a cogeneration facility located next to the primary anaerobic digesters, which
uses the digesters’ biogas to produce electricity and heat.

Wastewater Treatment Plant

The WWTP is owned and managed by the District. WW TP Staff are responsible for the treatment
of wastewater in an environmentally safe manner to ensure its discharge meets the NPDES water quality
requirements. The WWTP treats approximately eight billion gallons of sewage and beneficially reuses or
disposes of 20,000 wet tons of biosolids each year. WWTP staff conduct thousands of laboratory tests each
year to monitor the performance of the plant. The Environmental Compliance team administers the
Industrial Pre-Treatment Program; and monitors Industrial User Compliance through daily observation
and weekly analysis of discharge. WWTP operations are funded by user fees charged to customers for
Sanitary Sewer Service.

Regulatory Requirements

The District is an agency member of the East Bay Dischargers Authority (EBDA), a Joint Powers
Agency that consists of five local agencies. EBDA was formed in 1974 to collectively manage the wastewater
treatment and disposal of the agencies. EBDA also provides services to the cities of Pleasanton, Dublin and
Livermore through an agreement with the Livermore-Amador Valley Water Management Agency
(LAVWMA). The combined final effluent from the EBDA and LAVWMA agencies is dechlorinated and
discharged from the EBDA Common Outfall to Lower San Francisco Bay. Because the District discharges
treated wastewater to waters of the state through the East Bay Dischargers Authority (“EBDA”) and the
Hayward marsh, the District’s wastewater operations are subject to many regulatory requirements. These
requirements are contained in the Federal Water Pollution Control Act, as amended, (the “Clean Water
Act”), and in the State of California Porter Cologne Water Quality Control Act of 1969, as amended. Both
federal and State regulations are administered through the California State Water Resources Control Board
(“SWRCB”), and generally deal with the quality of effluent discharged from the sewer treatment facilities,
the disposal of sludge from the wastewater treatment plant, the discharge of pollutants into the groundwater
and the nature of waste material (particularly industrial waste) discharged into the collection system. There
were grant related requirements regarding planning methodologies, design criteria, construction activities,
and the operation, maintenance and financing of facilities. The Environmental Protection Agency works
with the SWRCB to enforce applicable water quality objectives by allowing the SWRCB to issue discharge
permits called NPDES permits. The District has three NPDES permits, EBDA Permit (NPDES No.
CA0037869), Old Alameda Creek (Emergency Wet Weather. NPDES No. CA0038733) and the Hayward
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Marsh (NPDES No. CA0038636). The District believes it is in compliance with all applicable regulatory
requirements related to the Wastewater System.

Capital Improvement Program

The Capital Improvement Program, or CIP, is a 20-year plan that identifies capital projects, budget
amounts and sources, as well as planning schedule and priority. Funding sources for the CIP program are
usually through low interest loans from the California State Water Resources Board or pay-as-you-go from
the Sewer Service Charges and Capacity Fees (connection fees) collected. For FY17, the CIP budget
represents about 23% of the overall District budget. Capital projects are identified from studies and master
plans, as well as customer needs and regulatory requirements.

The proposed improvements and the sources for payment are described in the following table:
TABLE 1

UNION SANITARY DISTRICT
FIVE YEAR CAPITAL IMPROVEMENT PLAN

FY 2016-17 FY 2017-18 FY 2018-19 FY 2019-20 FY 2020-21
PROJECT CATEGORY
Administrative Facilities — $ 200,000 $ 600,000 $ 600,000 $ 4,250,000
Collection Systems $ 4,300,000 2,000,000 500,000 1,950,000 4,500,000
Transport Systems 4,450,000 2,070,000 4,210,000 6,600,000 5,100,000
Treatment Systems 7,550,000 10,425,000 25,075,000 28,500,000 20,150,000
TOTAL $16,300,000 $14,695,000 $30,385,000 $37,650,000  $34,000,000
FUNDING SOURCE
Sewer Service Charges $11,475,000 $11,445,000 $16,299,000 $19,000,000  $19,000,000
State Revolving Fund Loans 3,038,500 5,800,000 8,880,000
Capacity Fees 4825000 3,250,000 11,047,500 12,850,000 6,120,000
TOTAL $16,300,000 $14,695,000 $30,385,000 $37,650,000  $34,000,000

Source: Union Sanitary District.
Sources of Revenues

The District receives its revenue from four primary sources: sewer service charges, capacity fees,
other minor operating revenues such as permits, inspections and outside work that the District performs in
cooperation with other municipalities, and interest earnings on reserve funds.

Customer Base

The Wastewater System currently serves an area of approximately 60.2 square miles, which
includes the majority of the Tri-City Area, with an estimated population of 345,000.

The District charges sewer connection fees to customers in four primary categories: residential,

commercial and institutional, and industrial. The charges for commercial, industrial, and institutional use
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are based on factors such as square footage, flow, COD, and suspended solids. Revenues from capacity fees
are used to fund capital projects and upgrades that preserve or increase the system’s capacity.

The tables below show the current number of connections of the Wastewater System by user
category and service charge revenues.

TABLE 2
UNION SANITARY DISTRICT
NUMBER OF CONNECTIONS BY USER CATEGORY

Fiscal Year

2011-12 2012-13 2013-14 2014-15 2015-16
No. of % of No. of % of No. of % of No. of % of No. of % of
User Category Users Total Users Total Users Total Users Total Users Total
Residential 106,255 97.2% 106,562 97.2% 106,841 97.3% 107,299 97.3% 106,916 97.3%
Commercial 1,151 1.1 1,154 1.1 1,287 1.1 1,287 1.1 1,288 1.1
Industrial 1,337 1.2 1,345 1.2 1,346 1.2 1,348 1.2 1,346 1.2
Institutional 359 0.3 358 0.3 232 0.2 233 0.2 232 0.2
Other (Multiple Use) 255 0.2 253 0.2 253 0.2 257 0.2 256 0.2
Total All Users 109,357 100.0% 109,672 100.0% 109,959 100.0% 115,977 100.0% 110,038 100.0%

Source: Union Sanitary District.
Residential = Living Unit, Non-Residential = Parcels

TABLE 3

UNION SANITARY DISTRICT
REVENUES BY USER CATEGORY

Fiscal Year

User Category 2011-12 2012-13 2013-14 2014-15 2015-16
Residential $30,741,855.62  $32,373,075.35  $34,310,868.49 $36,407,135.41 $38,232,125.00
Commercial 2,550,010.96 2,756,643.57 3,348,187.04 3,697,782.35 3,604,284.87
Industrial 4,097,682.67 3,929,503.62 4,091,834.29 4,484,564.50 4,658,484.84
Institutional 1,094,477.17 1,152,746.87 979,237.72 1,044,492.95 1,035,324.15
Other 2,054,437.79 2,255,251.74 2,443,475.80 2,751,673.77 2,637,267.76

Total All Users ~ $40,538,494.21  $42,467,221.15  $45,171,603.34 $48,385,648.98 $50,167,486.62

Source: Union Sanitary District.

The ten largest customers of the Wastewater System, as measured by Wastewater service charge
billings for Fiscal Year 2015-16, are responsible for approximately 3.36% of Wastewater System revenues in
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Fiscal Year 2015-16. The following table shows Wastewater service charge billings for the ten largest
customers of the Wastewater System in Fiscal Year 2015-16.

TABLE 4
UNION SANITARY DISTRICT
REVENUE PROVIDED BY TEN LARGEST CUSTOMERS
Fiscal Year 2015-16

% of Total

User Type of Business Revenue Revenue
Tesla Auto Manufacturer $ 469,466 0.94%
Western Digital Electronics 218,616 0.44%
Seagate Technology #3 Solar Systems 152,100 0.30%
Washington Hospital Medical 147,910 0.30%
US Pipe Manufacturing 123,218 0.25%
Marriott Hotel Hotel 119,716 0.24%
Kaiser Hospital Medical 118,369 0.24%
Ranch 99/Warm Springs Shopping Center Real Estate 115,458 0.23%
Pacific Commons (Area 4-Asian Pearl/Kinders etc) Real Estate 112,498 0.22%
Pacific Commons (Kohls/Old Navy Area) Real Estate 108,357 0.22%
Total of Top Ten $1,685,708 3.36%

Source: Union Sanitary District.
Total Fiscal Year 2015-16 Wastewater System revenues were $50,112,566.

Rate Setting Process

The wastewater service charges are established by resolution adopted by a majority vote of the
District Board and become effective immediately. Prior to rate increases being implemented they must be
presented to the rate payers through a Proposition 218 protest hearing process. This process has been
completed for the rate increases associated with this financing. See “CONSTITUTIONAL
LIMITATIONS ON APPROPRIATIONS AND FEES.”

The District conducted a Cost of Services Analysis (the “COSA”) during FY 2015/16. The COSA
was completed to establish a five-year rate structure. Prior to the COSA, the District raised rates on an
annual basis. To establish a more efficient means to meet future obligations, the decision was made to do a
five-year rate structure. The COSA developed estimates of operating costs, capital projects needs and
maintaining reserves. Customers were notified of the new rate structure and a Proposition 218 protest
hearing was held. The new five-year rate structure was approved by the Board of Directors and became
effective July 1, 2016. During the annual budget process staff will revisit the approved rate structure and
determine if the rate structure still meets the needs of the District. Every five years the District will conduct
a COSA and a new rate structure will be developed if needed.

Current Rate Structure

Rate changes are enacted by the District Board based upon the recommendations of District staff.
The most recent rate increase is the first year of a five-year rate increase and was imposed on July 1, 2016,
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by Ordinance No. 31.39. The five-year wastewater rate increases will be reviewed on an annual basis and
another rate study will be conducted in fiscal year 2020.

The sewer service rates are divided into four primary categories of customers: residential,
commercial and institutional, and industrial. The calculation of the sewer service charge for the various
categories of customers is based upon their average flow, as well as contribution of their projected
suspended solids (SS) and chemical oxygen demand (COD).

The following tables show the five-year history of the Wastewater System rates:
TABLE 5
UNION SANITARY DISTRICT
HISTORICAL ANNUAL WASTEWATER RATES - SERVICE CHARGE

Calendar Year

User Category 2012 2013 2014 2015 2016
Residential (SFD) $304.33 $319.55 $337.76  $357.02 $ 377.00
Residential (MFD) 268.73 282.17 298.25 315.25 326.00
Commercial* 2,215.48  2,388.77 2,601.54 2,873.18  2,798.36
Industrial* 3,064.34  2,921.56  3,039.99  3,326.83 3,460.99
Institutional* 3,048.68 3,219.96  4,220.85 4,502.13 4,462.60
Other* 8,056.62 8,914.04  9,658.02 10,706.90  10,301.83

Source: Union Sanitary District.
*Varies based on strength and loadings. Average charges are shown,

TABLE 6
UNION SANITARY DISTRICT
HISTORICAL CAPACITY FEE - CAPACITY FEE

Calendar Year
User Category 2012 2013 2014 2015 2016
Residential (SFD)  $4,404.30  $4,844.73  $5329.20  $5,595.26  $5,595.26
Commercial*
Industrial*
Institutional®
Other*

Source: Union Sanitary District.
*Varies. Average charges are shown,
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Comparative Rates

The following table presents a comparison of the District’s current average annual residential sewer
charge and connection fee with other nearby communities.

TABLE 7
UNION SANITARY DISTRICT
COMPARISON OF ANNUAL WASTEWATER RATES - RESIDENTIAL
(As of September 14, 2015)

BAY AREA ANNUAL SEWER SERVICE CHARGES

$150 $350 $550 $750 $950 $1,150

Berkeley $1,080
Amany  $832
Oakland 5801
Richmead 5676
Cityof Alimeda  §659
Stege Sanitary  $614

Milgits  §542
Peasanton  §534 o
. ol USD’s rates compared to other
o agencies
Pittsburg  $499
Senayvale  $477 Currently, USD’s rates are in the lowest 11.5%
CCC Samitary District 471 of Bay Area sanitary sewer service providers
surveyed annually.
SantaClara 5455
Concord 5452
Antioch  $449
Bay Point 5443

West Valley Sanitation  $440

West County 5422

Fairfield-Suisun Sewer 5415

San Jose  §405

Sanleandro  §398

PaloAlte  §383

Dublin San Ramon  §382
UNION SANITARY DISTRICT  $330 I €= 11.5%

Hayward  $347

Castro Valley Sanitary  $340

Oro Loma Sanitary  $206

As of 9/14/2015 ~ Hayward rate effective 100172015

Source: Union Sanitary District.
Billing Practices and Collection

Billing Procedures. Each year the District transmits its sewer service charges to the County
Treasurer-Tax Collector for collection on the County property tax roll. The property tax billings are due in
two equal installments on December 10 and April 10. The District generally receives the first and second
installments from the County in December and April, respectively, with final reconciliation payments in
June and July.

Delinquent Charges. The Board of Supervisors of the County has adopted the Alternative Method
of Distribution of Tax Levies and Collections and of Tax Sale Proceeds (the "Teeter Plan"), as provided for
in section 4701 et seq. of the California Revenue and Taxation Code. Under the Teeter Plan, each taxing
entity receives 100% of the taxes and assessments levied, without regard to delinquencies.
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The District's wastewater rates and charges are currently covered under the County's Teeter Plan.
However, there can be no assurance that the County will not choose to discontinue the Teeter Plan in the future, or
modify its Teeter Plan to exclude or limit the coverage for sanitary districts, or choose to remove the District from its
Teeter Plan coverage. At the date of this Official Statement, no such discontinuation or removal is under
consideration.

No Information Regarding Delinquencies. No information is available from the County regarding
actual delinquency rates. All enforcement and collection is handled by the County. The District has no
independent procedure for enforcing the collection of its rates and charges.

Wastewater System Financial Statements
The District’s audited financial statements for the fiscal year ended June 30, 2015 are attached

hereto as APPENDIX B—COMPREHENSIVE ANNUAL FINANCIAL REPORT OF THE DISTRICT
FOR FISCAL YEAR ENDED JUNE 30, 2015.
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Wastewater System Financial Information

The following table presents a five-year summary of the revenues, expenses and net income of the
District.

TABLE 8
UNION SANITARY DISTRICT
SUMMARY OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

Fiscal Year

2012-13 2013-14 2014-15 2015-16 2016-17
Unaudited**
Audited Audited Audited Actuals Budget
OPERATING REVENUES
Sewer service charges 42,339,311 45,139,420 48,379,254 50,112,566 48,430,260
Other operating revenues 1,163,802 1,370,017 1,581,031 1,791,783 1,235,000
Total operating revenues 43,503,113 46,509,437 49,960,285 51,904,349 49,665,260
OPERATING EXPENSES
Sewage treatment 16,088,929 15,410,523 14,956,369 15,540,023 16,901,536
Sewage collection and engineering 11,954,345 10,869,755 10,763,530 11,386,980 12,312,015
General and administration 6,111,468 6,634,688 6,910,857 6,897,695 8,482,127
Depreciation 16,782,481 17,219,109 17,899,765 17,379,112 —*
Total operating expenses 50,931,049 50,134,075 50,530,521 51,203,810 37,695,678
Operating income/(loss) (7,427,936) (3,624,638) (570,236) 700,539 11,969,582
NON-OPERATING REVENUES/(EXPENSES)
Net investment income and net realized gain/loss 178,690 180,041 160,790 496,439 345,000
Interest Expense (1,138,677) (1,106,609) (971,695) (916,967) (916,967)
Loss on retirement of capital assets (1,473,080) (796,735) (1,165,160) (30,472) —*
Loss on equity investment in East Bay Dischargers
Authority (89,170) (92,180) (86,652) (160,540) —*
Total non-operating revenue/(expense) (2,522,237) (1,815,483) (2,062,717) (611,540) (571,967)
Income/(loss) before capital contributions and transfers (9,956,347) (5,440,121) (2,632,953) 89,000 11,397,615
Connection fees and capital contributions 7,072,821 4,201,932 9,595,219 9,096,372 4,372,000
Transfers in/(out) - - - - -
CHANGES IN NET POSITION (2,883,526)  (1,238,189) 6,962,266 9,185,372 15,769,615
NET POSITION, beginning of year 353,867,248 350,983,722  318,083,098") 325045364 325,045,364
NET POSITION, end of year 350,983,722 349,745,533 325,045,364 334,230,732 340,814,979

Source: Union Sanitary District and Union Sanitary District CAFRs for Fiscal Years 2012-13 through 2014-15.

(1) Restated in FY2014-15 from $349,745,533 to $318,083,098 to record beginning net pension liability and deferred outflows of
resources as a result of implementing GASB 68 and 71.

(2) *The District does not formally budget for these items.

(3) **Pending final audit entries.
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The following table presents a five-year summary of the statements of net position of the District.

TABLE 9
UNION SANITARY DISTRICT
STATEMENTS OF NET POSITION

Fiscal Year

2011-12 2012-13 2013-14 2014-15 2015-16
Unaudited
Audited Audited Audited Audited Actuals
ASSETS
Current assets:
Cash, cash equivalents 1,508,810 643,752 994,203 2,100,320 3,256,503
Investments 50,335,929 50,804,062 44,648,195 49,924,414 62,438,844
Accounts receivable, net 2,961,626 2,771,607 3,260,774 3,404,733 3,179,897
Interest receivable 192,858 99,811 79,360 106,021 216,019
Inventory 522,515 596,396 657,399 712,956 761,415
Other 19,609 21,659 21,257 20,967 27,901
Total Current assets 55,541,347 54,937,287 49,661,188 56,269,411 69,880,579
Noncurrent assets:
Non-depreciable capital assets
Land and improvements 5,395,903 5,593,929 5,593,929 5,395,903 5,395,903
Construction in progress 25,094,235 31,800,155 16,012,340 23,033,750 32,974,397
Capacity permits and easements 6,043,632 6,043,632 6,217,872 6,415,898 6,415,898
Depreciable capital assets, net
Utility plant in service 604,087,703 609,293,880 643,759,521 650,926,132 657,171,954

Less: Accumulated depreciation
Other assets

(304,052,027)

(317,689,873)

(332,826,021)

(346,477,805)

(363,531,980)

Restricted cash and cash equivalents 113,296 - - 221,827 404,968
Restricted investments 20,000 10,000 10,000 15,000 10,000
Net OPEB asset 1,425,564 1,435,718 1,443,759 1,449,455 1,452,553
Investment in EBDA 6,561,617 6,472,447 6,380,267 6,293,616 6,133,075
Total Noncurrent assets 344,689,923 342,959,888 346,591,667 347,303,776 346,426,768
Total Assets 400,231,270 397,897,175 396,252,855 403,573,187 416,307,347
DEFERRED OUTFLOWS/INFLOWS OF
RESOURCES
Deferred inflows related to pensions - - - 2,973,280 TBD
Deferred outflows related to pensions - - - (6,052,085) TBD
LIABILITIES
Current liabilities:
Accounts payable and accrued expenses 4,566,395 3,738,900 4,097,356 3,030,544 5,460,344
Customer deposits 263,021 381,542 588,996 520,628 842,855
Accrued payroll and related expenses 660,306 671,896 861,253 961,515 506,116
Interest payable 405,430 557,503 573,706 546,052 512,067
Current portion of compensated absences 838,581 915,281 897,896 903,086 979,801
Current portion of long-term debt 3,301,150 3,742,291 2,127,760 2,176,157 2,176,157
Total Current liabilities 10,034,883 10,007,413 9,146,967 8,137,982
Noncurrent liabilities:
Long-term debt, net of current portion 36,329,139 36,906,040 37,360,355 39,685,317 40,894,752
Net pension liability - - - 27,625,719 32,077,101
Total Noncurrent liabilities 36,329,139 36,906,040 37,360,355 67,311,036 72,971,853
Total Liabilities 46,364,022 46,913,453 46,507,322 75,449,018
NET POSITION
Net investment in capital assets 296,939,157 294,393,392 299,269,526 297,462,404 295,355,264
Restricted for capital projects 15,123,448 16,093,405 14,165,399 16,351,121 20,060,205
Restricted for SRF loan contingency reserve 4,222,930 4,204,415 3,457,379 3,457,379 3,457,380
Unrestricted 37,581,713 36,292,510 32,853,229 7,774,460 15,357,883
Total Net position 353,867,248 350,983,722 349,745,533 325,045,364 334,230,732
_24-
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Source: Union Sanitary District and Union Sanitary District CAFRs for Fiscal Years 2011-12 through 2014-15.
Outstanding Debt

The only outstanding debt of the District are the Prior Agreements to be prepaid from the proceeds
of the Bonds.

Historical Revenues, Expenditures and Debt Service Coverage

The following table presents Wastewater System revenues and expenditures for each of the five
fiscal years ended June, 30, 2012, through 2016, including debt coverage for the District’s obligations
payable from Net Revenues:

TABLE 10
UNION SANITARY DISTRICT
HISTORICAL REVENUES, EXPENDITURES AND DEBT SERVICE COVERAGE

Fiscal Year

2011-12 2012-13 2013-14 2014-15 2015-16
Operating Revenue:
Sewer Service Charges 40,630,578 42,339,311 45,139,420 48,379,254 50,112,566
Other revenue 1,027,357 1,163,802 1,370,017 1,581,031 1,791,783
Total Operating Revenue 41,657,935 43,503,113 46,509,437 49,960,285 51,904,349
Less Operating expenses 29,919,729 34,154,742 32,914,966 32,630,756 33,824,698
Net Operating Revenue 11,738,206 9,348,371 13,594,471 17,329,529 18,079,651
Non-operating Revenue
Investment earnings 248,337 178,690 180,041 160,790 496,439
Capital improvement fees 2,848,488 2,864,810 3,315,007 4,820,637 7,233,338
Other
Total Non-operating Revenues 3,096,825 3,043,500 3,495,048 4,981,427 4,729,777
Net Revenues Available for Debt Service 14,835,031 12,391,871 17,089,519 22,310,956 22,809,428

Prior Agreements Combined Debt Service

Debt Service Coverage

Source: Union Sanitary District.
Projection of Revenues, Expenditures and Debt Service Coverage

The following table presents a summary of the projected operating results of the Wastewater
System, debt service and debt service coverage for the five fiscal years ending June 30, 2017, through June
30, 2021.

The projections are based on the following assumptions.

Revenues: The projected revenues assumes the overall increase in sewer accounts is less than 1% and
an average annual increase in sewer service charges of 3.4%

-25-
154 of 247



Expenses: The projections assume annual Operation and Maintenance Costs of the Wastewater
System will increase 4% annually, primarily as a result of inflation, increased pension costs and increased

costs for operations and maintenance.

Interest earnings: The projections assume annual interest earnings on Wastewater Funds will

continue to be the same as fiscal year 2016.

The following table represents the District’s estimate of projected financial results based upon its
judgment of the most probable occurrence of certain important future events. Actual operating results
achieved during the projection period may vary from those presented in the forecast and such variations
may be material. The obligation of the District to pay debt service with respect to the Bonds is limited to
Net Revenues and the District is not obligated to apply any other revenues to pay debt service with respect

to the Bonds.
TABLE 11
UNION SANITARY DISTRICT
PROJECTION OF REVENUES, EXPENDITURES AND DEBT SERVICE COVERAGE

Fiscal Year

2016-17 2017-18 2018-19 2019-20 2020-21
Operating Revenue:
Charges for services 50,404,690 54,485,532 56,672,805 58,947,892 61,314,320
Other revenues 1,860,000 907,300 907,300 907,300 907,300
Total Operating Revenue 52,264,690 55,392,832 57,580,105 59,855,192 62,221,620
Non-operating Revenues
Developer connection fees 8,935,000 2,800,000 2,800,000 2,800,000 2,800,000
Interest Earnings 475,500 303,631 261,756 233,010 277,273
Total Non-operating Revenue 9,410,500 3,103,631 3,061,756 3,033,010 3,077,273
Total Revenue 61,675,190 58,496,463 60,641,861 62,888,202 65,298,893
Less: Operating Expenses:
Personnel services 23,888,246 26,426,035 27,813,733 29,283,745 30,841,517
Services and Supplies 15,619,476 12,287,981 12,637,476 12,998,332 13,370,924
Total Operating Expenses 39,507,722 38,714,016 40,451,209 42,282,077 44,212,441
Net Revenues Available for Debt Service 22,167,468 19,782,447 20,190,652 20,606,125 21,086,452

2016 Bonds (1)
Total Debt Service (1)

Debt Service Coverage (1)

Source: Union Sanitary District
(1) Estimated.

Environmental Hazards

See "RISK FACTORS RELATING TO THE BONDS" regarding the environmental hazards

described below.
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Earthquakes. Like other areas within the State, the District is located in a seismically active area.
The San Andreas, Hayward and Rodgers Creek Faults, which are known active faults, are located in the
County.

Tsunamis. A tsunami is a large ocean wave generated by an earthquake in or near the ocean. Parts
of the District lying along the San Francisco Bay or its inlets are located in a tsunami inundation area.

Flooding. Large parts of the District are located within the 100-year flood zone, meaning that there
is
a probability of their being flooded once every 100 years (or a one percent chance of being flooded in any
one year).

Wildfire. Portions of the District are also at moderate to high risk of wildfires.
Risk Management

The District is a member of the California Sanitation Risk Management Authority (“CSRMA”).
CSRMA covers general liability and workers’ compensation claims. In addition, commercial insurance is
purchased for excess liability, property, and employee dishonesty coverage. The District has a $500,000
deductible for general liability coverage, and no deductible for workers’ compensation coverage.

Claims and judgments, including a provision for claims incurred but not reported, are recorded
when a loss is deemed probable of assertion and the amount of the loss is reasonably determinable. As
discussed above, the District has coverage for such claims, but it has retained the risk for the deductible or
uninsured portion of these claims. The District’s liability for uninsured claims is limited to general liability
claims, as discussed above. Settled claims have not exceeded coverage in any of the past three years.

Joint Ventures

Alameda County Water District Financing Authority. The Alameda County Water District Financing
Authority, a Joint Powers Authority, was established through Joint Exercise of Powers Agreement between
the Alameda County Water District (“ACWD”) and the District on November 14, 2011 for the purpose of
assisting in the financing and refinancing of capital improvement projects of the ACWD and to finance
working capital for the ACWD. The assets, debts, liabilities, and obligations of the Authority do not
constitute assets, debts, liabilities, and obligations of the District. The Authority is administered by the
Board, which consists of one member from the District and five members from the Alameda County Water
District.

Investment in East Bay Dischargers Authority. The District has an 18.7 percent interest in East Bay
Discharges Authority (“EBDA”), a Joint Powers Authority established under the Joint Exercise of Powers
Act of the State of California. As a separate legal entity, EBDA exercises full power and authority within
the scope of the related Joint Powers Agreement, including the preparation of annual budgets,
accountability for all funds, the power to make and execute contracts and the right to sue and be sued.
Obligations and liabilities of EBDA are not those of the District and the other participating entities.

EBDA constructed and operates an export pumping facility through which all treated wastewater
in the area is discharged. The other participants (and their ownership percentages) are the City of Hayward
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(33 percent), the City of San Leandro (18.6 percent), and the Oro Loma and Castro Valley Sanitary Districts
(collectively, 29.7 percent). The District has rights to 18.7 percent of EBDA’s capacity.

EBDA is governed by a board of directors consisting of representatives from each member agency.
The board controls the operations of EBDA, including selection of management and approval of operating
budgets, independent of any influence by member agencies beyond their representation on the Board.

Because the District has the ability to exercise influence over operating and financial policies of the
EBDA, the District’s proportionate share of EBDA’s net position, excluding sole use of facilities, and the
District’s share of its undivided ownership (18.7 percent) in EBDA’s total net equity, has been recorded as
an investment in EBDA accounted for under the equity method.

During fiscal year ended June 30, 2015 and 2014, the District was charged $1,152,054 and
$1,052,368, respectively, by EBDA primarily for operating costs. Such costs are included in the wastewater
treatment expenses by the District for financial reporting purposes.

The financial statement for EBDA may be obtained from the EBDA, 2651 Grant Avenue, San
Lorenzo, CA 94580-1841.

Pension Plan

Plan Description. All qualified permanent employees are eligible to participate in the District’s
separate Miscellaneous Plan, agent multiple employer defined benefit pension plan administered by the
California Public Employees Retirement System (CalPERS), which acts as a common investment and
administrative agent for its participating member employers. Benefit provisions under the Plans are
established by State statute and District resolution. CalPERS issues publicly available reports that include
a full description of the pension plans regarding benefit provisions, assumptions and membership
information that can be found on the CalPERS website at:

http://www.calpers.ca.gov/index.jap?bc=/about/forms-pubs/calpers-reports/actuarial-
reports/home.xml

Benefits Provided. CalPERS provides retirement and disability benefits, annual cost of living
adjustments and death benefits to plan members, who must be public employees and beneficiaries. Benefits
are based on years of credited service, equal to one year of full time employment. Members with five years
of total service are eligible to retire at age 50 with statutorily reduced benefits. All members are eligible for
non-duty disability benefits after 10 years of service. The death benefit is one of the following: the Basic
Death benefit, the 1957 Survivor Benefit, or the Optional Settlement 2W Death Benefit. The cost of living
adjustments for each plan are applied as specified by the Public Employees’ Retirement Law.

Employees Covered. At June 30, 2015, the following employees were covered by the benefit terms for
the Plan:

Inactive employees or beneficiaries currently receiving benefits 143
Inactive employees entitled to but not yet receiving benefits 69
Active employees 132
Total 344

Source: Union Sanitary District 2014-15 CAFR.
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Contributions. Section 20814(c) of the California Public Employees’ Retirement law requires that
the employer contribution rates for all public employers are determined on an annual basis by the actuary
and shall be effective on the July 1 following notice of a change in rate. Funding contributions for both Plans
are determined annual on an actuarial basis as of June 30 by CalPERS. The actuarially determined rate is
the estimated amount necessary to finance the costs of benefits earned by employees during the year, with
an additional amount to finance any unfunded accrued liability. The District is required to contribute the
difference between the actuarially determined rate and the contribution rates of employees.

For the year ended June 30, 2015 the average employee contribution rate was 8.0 of annual payroll,
and the District's average rate was 17.410 of annual payroll. The total contributions to the plan were
$2,973,280 for the year ended June 30, 2015.

Net Pension Liability. The District’s net pension liability for the Plan is measured as the total
pension liability, less the pension plan’s fiduciary net position. The net pension liability of each of the Plan
is measured as of June 30, 2014, using an annual actuarial valuation as of June 30, 2013 rolled forward to
June 30, 2014.

The changes in the Net Pension Liability for the Plan are as follows:

Total Pension  Plan Fiduciary Net Pension
Liability Net Position  Liability/(Asset)
Balance at June 30, 2013 110,669,156 76,577,853 34,091,303
Service cost 2,338,837 - 2,338,837
Interest on total pension liability 8,205,194 - 8,205,194
Contribution - employer - 2,428,874 (2,428,874)
Contribution - employee - 1,356,767 (1,356,767)
Net investment income 13,223,974 (13,223,974)

Benefit payments, including refunds of employee contributions  (4,871,998) (4,871,998) -
Net Changes 5,672,033 12,137,617 (6,465,584)

Balance at June 30, 2014 116,341,189 88,715,470 27,625,719

Source: Union Sanitary District 2014-15 CAFR.

Pension Expense and Deferred Outflows/Inflows of Resources Related to Pension. For the year ended
June 30, 2015, the District’s recognized pension expense of $2,015,375. At June 30, 2015, the District
reported deferred outflows of resources and deferred inflows of resources related to pensions from the
following sources:

Deferred Outflows Deferred Inflows

of Resources of Resources
Pension contributions subsequent to measurement date 2,973,280 -
Differences between actual and projected earnings on plan investments - 6,052,085
2,973,280 6,052,085

Source: Union Sanitary District 2014-15 CAFR.

Payable to the Pension Plan. At June 30, 2015, the District reported a payable of $132 for the
outstanding amount of contributions to the pension plan required for the year ended June 30, 2015.
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For additional information concerning the District’s Pension Plan including actuarial assumptions
and a discussion of discount rates, please See Note 6: PENSION PLAN in APPENDIX B—
COMPREHENSIVE ANNUAL FINANCIAL REPORT OF THE DISTRICT FOR FISCAL YEAR
ENDED JUNE 30, 2015.

Recent Actions by CalPERS. On February 14, 2012, the CalPERS Board of Administration voted to
reduce its discount rate, which is attributable to its expected price inflation and investment rate of return
(net of administrative expenses), from 7.75% to 7.5%. As a result of such discount rate decrease, among other
things, (i) the amounts of CalPERS member state and employer contributions will increase by 1.2 to 1.6%
for Miscellaneous plans and 2.2 to 2.4% for Safety plans beginning fiscal year 2012-13 and (ii) the amounts
of CalPERS member public agency contributions will increase by 1 to 2% for Miscellaneous plans and 2 to
3% for Safety plans beginning fiscal year 2013-14.

The CalPERS Board adjustment has been undertaken in order to address underfunding of the
CalPERS funds, which arose from significant losses incurred as a result of the economic crisis arising in
2008 and persists due to a slower than anticipated, subsequent economic recovery. The District is unable
to predict what the amount of CalPERS liabilities will be in the future, or the amount of the CalPERS
contributions which the District may be required to make.

At its April 17, 2013 meeting, the CalPERS Board of Administration approved a recommendation
to change the CalPERS amortization and smoothing policies. Prior to this change, CalPERS employed an
amortization and smoothing policy which spread investment returns over a 15-year period with experience
gains and losses paid for over a rolling 30-year period. After this change, CalPERS will employ an
amortization and smoothing policy that will pay for all gains and losses over a fixed 30-year period with the
increases or decreases in the rate spread directly over a 5-year period.

The new amortization and smoothing policy were used for the first time in the June 30, 2013
actuarial valuations. These valuations were performed in the fall of 2014 and set employer contribution rates
for the fiscal year 2015-16.

On February 20, 2014, the CalPERS Board of Administration adopted new mortality and
retirement assumptions as part of a regular review of demographic experience. Key assumption changes
included longer post-retirement life expectancy and earlier retirement ages. The impact of the assumption
changes will be phased in over five years, with a twenty-year amortization, beginning in the 2016-17 Fiscal
Year.

According to CalPERS, the current amortization and smoothing policy was designed to reduce
volatility in employer contribution rates, and, although the policy accomplished this goal fairly well since its
adoption, a number of concerns have developed:

e The use of an actuarial value of assets corridor can lead to significant single year increases
to rates in years when there are large investment losses.

e The use of long asset smoothing periods and long rolling amortization periods result in slow
progress toward full funding.

e The use of an actuarial value of assets requires the disclosure of two different funded
statuses and unfunded liability numbers in actuarial valuation reports. This adds confusion
and inhibits transparency.
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e The use of rolling amortization and long asset smoothing periods makes it difficult for
employers to predict when contribution rates will peak and how high that peak will be.

e The use of rolling amortization and asset smoothing periods may result in additional
calculations for the new accounting standards. These calculations would be avoided with a
quicker funded status recovery.

According to CalPERS, the adoption of the new smoothing and amortization policies will change
future employer contribution rates, as follows:

e Funding levels will improve, which will reduce the funding level risk.

e Local agencies’ plans will experience more rate volatility in normal years, but a much
reduced chance of very large rate increases in years when there are large investment losses.

e Contribution rates in the near term will increase.
e Long-term contribution rates will be lower.

e There will be greater transparency about the timing and impact of future employer
contribution rate changes.

e The new policy eliminates the need for an actuarial value of assets. As a result, there will
be only one funded status and unfunded liability in actuarial reports.

e There will be less confusion when the new accounting standards are implemented since
there will be no need for extra liability calculations.

GASB Statement Nos. 67 and 68. On June 25, 2012, the Governmental Accounting Standards Board
("GASB") approved two new standards ("Statements”) with respect to pension accounting and financial
reporting standards for state and local governments and pension plans. The new Statements, No. 67 and
No. 68, will replace GASB Statement No. 27 and most of Statements No. 25 and No. 50. The changes will
impact the accounting treatment of pension plans in which state and local governments participate. Major
changes include: 1) the inclusion of unfunded pension liabilities on the government's balance sheet
(currently, such unfunded liabilities are typically included as notes to the government's financial
statements); 2) more components of full pension costs being shown as expenses regardless of actual
contribution levels; 3) lower actuarial discount rates being required to be used for underfunded plans in
certain cases for purposes of the financial statements; 4) closed amortization periods for unfunded liabilities
being required to be used for certain purposes of the financial statements; and 5) the difference between
expected and actual investment returns being recognized over a closed five-year smoothing period. In
addition, according to GASB, Statement No. 68 means that, for pensions within the scope of the Statement,
a cost-sharing employer that does not have a special funding situation is required to recognize a net pension
liability, deferred outflows of resources, deferred inflows of resources related to pensions and pension
expense based on its proportionate share of the net pension liability for benefits provided through the
pension plan. Because the accounting standards do not require changes in funding policies, the full extent
of the effect of the new standards on the District is not known at this time.

The reporting requirements under GASB No. 68 for pension plans took effect for the fiscal year
beginning July 1, 2013 and the reporting requirements for government employers, including the District,
took effect for the fiscal year beginning July 1, 2014. The District's net pension liability at June 30, 2015
calculated pursuant to GASB No. 68 was estimated to be $ . In order to record the District's
proportionate share of net pension liability in accordance with GASB No. 68, there was a restatement to the
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beginning net position of Governmental Activities. See Note 6: PENSION PLAN in APPENDIX B—
COMPREHENSIVE ANNUAL FINANCIAL REPORT OF THE DISTRICT FOR FISCAL YEAR
ENDED JUNE 30, 2015.

California Public Employees’ Pension Reform Act of 2013. On September 12, 2012, the Governor
signed into law the California Public Employees’ Pension Reform Act of 2013 (“PEPRA”), which impacted
various aspects of public retirement systems in the State, CalPERS program. In general, PEPRA (i)
increased the retirement age for public employees depending on job function, (ii) capped the annual pension
benefit payouts for public employees hired after January 1, 2013, (iii) required public employees hired after
January 1, 2013 to pay at least 50% of the costs of their pension benefits (as described in more detail below),
(iv) required final compensation for public employees hired after January 1, 2013 to be determined based on
the highest average annual pensionable compensation earned over a period of at least 36 consecutive
months, and (v) attempted to address other perceived abuses in the public retirement systems in the State.
PEPRA applies to all public employee retirement systems in the State, except the retirement systems of the
University of California, and charter cities and charter counties whose pension plans are not governed by
State law. PEPRA’s provisions went into effect on January 1, 2013 with respect to new State, school, and
city and local agency employees hired on or after that date; existing employees who are members of
employee associations, including employee associations of the District, have a five-year window to negotiate
compliance with PEPRA through collective bargaining.

CalPERS has predicted that the impact of PEPRA on employees and employers, including the
District and other employers in the CalPERS system, will vary, based on each employer’s current level of
benefits. As a result of the implementation of PEPRA, new members must pay at least 50% of the normal
costs of the plan, which can fluctuate from year to year. To the extent that the new formulas lower
retirement benefits, employer contribution rates could decrease over time as current employees retire and
employees subject to the new formulas make up a larger percentage of the workforce. This change would,
in some circumstances, result in a lower retirement benefit for employees than they currently earn.

The District is unable to predict the amount of future contributions it will have to make to CalPERS
as a result of the implementation of PEPRA, and as a result of negotiations with its employee associations,
or, notwithstanding the adoption of PEPRA, resulting from any legislative changes regarding the CalPERS
employer contributions that may be adopted in the future.

Post-Employment Health Care Benefits (OPEB)

Plan Description. The District’s defined benefit postemployment healthcare plan provides medical
benefits to employees who satisfy the requirements for retirement under CalPERS (attained age 50 with
five years of service or satisfaction of the requirements for a disability retirement.) The amount of the
retiree’s medical benefit is dependent upon both years of service with the District and the year the employee
retires.

The District contracts with CalPERS to administer its retiree health benefit plan (an agent multiple-
employer plan) and to provide an investment vehicle, the California Employers’ Retiree Benefit Trust
Fund, to prefund future OPEB costs. A menu of benefit provisions as well as other requirements is
established by State statute within the Public Employees’ Retirement Law. The District chooses among the
menu of benefit provisions and adopts certain benefit provisions by Board resolution. CalPERS issues a
separate Comprehensive Annual Financial Report. Copies of the CalPERS annual financial report may be
obtained from the CalPERS Executive Office at 400 P Street, Sacramento, CA, 95814.
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Funding Policy. The District’s annual required contribution of the employer (ARC) is an amount
actuarially determined in accordance with the parameters of GASB Statement No. 45. The ARC represents
a level of funding that, if paid on an ongoing basis, is projected to cover normal annual costs each year and
amortize any unfunded actuarial liabilities (or funding excess) over a period not to exceed 30 years on a
closed basis. The current ARC rate is 4% of the annual covered payroll, based on the most recent actuarial
report dated July 1, 2013. The plan members receiving benefits currently do not make contributions. For
the year end June 30, 2015 the District contributed $543,540 to the plan.

The following table shows the components of the District’s annual OPEB cost for the year, the
amount actually contributed to the plan, and changes in the District’s net OPEB obligation.

Annual Required Contribution (ARC) 543,540
Interest on net OPEB Obligations (454)
Adjustments to Annual Required Contributions 91,758
Annual OPEB Cost 537,844
Contributions Made 543,540
Increase/(Decrease) in Net OPEB Obligation (5,696)

Net OPEB Obligation (Asset), Beginning of the Year (1,443,759)
Net OPEB Obligation (Asset), Beginning of the Year (1,449,455)

Source: Union Sanitary District 2014-15 CAFR.

Trend Information. The District’s annual OPEB cost, the percentage of the annual OPEB cost
contributed to the plan, and the net OPEB obligation (asset) is as follows:

Annual
Fiscal Annual Employer Percentage = Net OPEB
Year Ended OPEB Cost Contribution Contributed Obligation
6/30/2015 537,844 543,540 101% (1,449,445)
6/30/2014 454,811 462,852 102 (1,443,759)
6/30/2013 438,130 448,284 102 (1,435,718)

Source: Union Sanitary District 2014-15 CAFR.

Funded Status and Funding Progress. The schedule of funded status of the plan as of July 1, 2013 was
as follows:

Actuarial Accrued Liability (AAL) 8,010,025
Actuarial Value of Plan Assets 3,735,506
Unfunded Actuarial Accrued Liability (UAAL) 4,274,519
Funded Ratio (Actuarial Value of Plan Assets/AAL) 46.6%
Covered Payroll (Active Plan Members) 13,743,213
UAAL as Percentage of Covered Payroll 31.1%

Source: Union Sanitary District 2014-15 CAFR.

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and
assumptions about the probability of occurrence of events far into the future. Examples include assumptions
about future employment, mortality, and the health care cost trend. Amounts determined regarding the
funded status of the plan and the annual required contributions of the employer are subject to continual
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revision as actual results are compared with past expectations and new estimates are made about the future.
The schedule of funding progress, presented as required supplementary information presents multiyear
trend information that shows whether the actuarial value of plan assets is increasing or decreasing over time
relative to the actuarial accrued liabilities for benefits.

Actuarial Methods and Assumptions. Projections of benefits for financial reporting purposes are based
on the substantive plan (the plan as understood by the employer and plan members) and include the types
of benefits provided at the time of each valuation and the historical pattern of sharing of benefit costs
between the employer and plan members to that point. The actuarial methods and assumptions used include
techniques that are designed to reduce short-term volatility in actuarial accrued liabilities and the actuarial
value of assets, consistent with the long-term perspective of the calculations.

See Note 15: EMPLOYEE RETIREMENT PLANS in APPENDIX B—COMPREHENSIVE
ANNUAL FINANCIAL REPORT OF THE DISTRICT FOR FISCAL YEAR ENDED JUNE 30, 2015.

RISK FACTORS RELATING TO THE BONDS

Payment of principal of and interest on the Bonds depends primarily upon the revenues derived
from operation of the Wastewater System. Some of the events which could affect the revenues received by
the Wastewater System are set forth below. The following discussion of risks is not meant to be an
exhaustive list of the risks associated with the purchase of the Bonds and the order in which the risks are
discussed does not necessarily reflect the relative importance of the various risks.

Limited Obligations

The Bonds are limited obligations of the District and are not secured by a legal or equitable pledge
or charge or lien upon any property of the District or any of its income or receipts, except the Net Revenues.
The obligation of the District to pay debt service on the Bonds from Net Revenues does not constitute an
obligation of the District to levy or pledge any form of taxation or for which the District has levied or pledged
any form of taxation.

The District is obligated under the Indenture to make debt service payments solely from Net
Revenues. There is no assurance that the District can succeed in operating the Wastewater System such
that the Net Revenues in the future will be sufficient for that purpose. See “LIMITATIONS ON RATE
SETTING UNDER THE CALIFORNIA CONSTITUTION.”

Net Revenues; Rate Covenant

Net Revenues are dependent upon the demand for wastewater services, which can be affected by
population factors, more stringent wastewater standards, wastewater regulations, water conservation, water
shortages, problems with the District’s wastewater collection and other factors, and increases in operation
and maintenance expenses. There can be no assurance that wastewater service demand will be consistent
with the levels contemplated in this Official Statement. A decrease in demand could require an increase in
rates or charges in order to pay debt service and comply with the rate covenant contained in the Indenture.

The District's ability to meet its rate covenant and pay debt service on the Bonds may be dependent
upon its ability to increase rates in the future to levels sufficient to meet debt service on the Bonds and other
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Parity Obligations. See “LIMITATIONS ON RATE SETTING UNDER THE CALIFORNIA
CONSTITUTION.” There can be no assurance that the District will be able to raise rates in the future in
amounts sufficient to pay debt service of to meet the rate covenant. See “LIMITATIONS ON RATE
SETTING UNDER THE CALIFORNIA CONSTITUTION.” While the District has covenanted to
comply with the rate covenant, the rate covenant is not a guarantee that there will be sufficient Net
Revenues to pay debt service.

Risks Related to Facilities and Operations

The operation of the Wastewater System and physical condition of the Wastewater System facilities
are subject to a number of risk factors that could adversely affect the reliability of sewer service or increase
the operating expenses of the Wastewater System. Prolonged damage to the Wastewater System could
interrupt the ability of the District to realize Net Revenues sufficient to pay principal of and interest on the
Bonds, require substantial increases in rates or charges in order to pay debt service and comply with the rate
covenant in the Indenture (which could drive down demand for wastewater and related services), or require
the District to increase expenditures for repairs significantly enough to adversely impact the District's
ability to pay the principal of or interest on the Bonds.

These factors could include, among others, the following:

Aging Facilities. The Wastewater System's facilities are aging and in need of repair or
replacement. Long-lived facilities result in decreased reliability due to unplanned outages and place
a greater maintenance burden on District operations.

Private Sewer Laterals. Private sewer laterals are not owned or operated by the District;
however, faulty private sewer laterals can increase inflow and infiltration into the District's
facilities. Excessive inflow and infiltration into the facilities due to faulty sewer laterals may cause
damage to the District's facilities.

Operation and Maintenance Expenses. There can be no assurance that operation and
maintenance expenses of the District related to the Wastewater System will be consistent with the
levels contemplated in this Official Statement.

Seismic Hazards and Natural Disasters. The Wastewater System is located in a seismically
active region. From time to time, the service area of the District may be subject to other natural
disasters, including without limitation wildfires, flooding and landslides, tsunamis, or manmade
disasters that could interrupt operation of the Wastewater System or its wastewater treatment and
disposal service provider, CMSA, or adversely affect economic activity in the District's service
area. See "THE WASTEWATER SYSTEM - Environmental Hazards."

There can be no assurance that the occurrence of any natural calamity would not cause
substantial damage to the Wastewater System, including exacerbated infiltration and/or inflow of
ground and other waters into the Wastewater System, or that the District would have insurance or
other resources available to make repairs in order to generate sufficient Net Revenues to pay debt
service on the Bonds when due. The casualty and liability insurance maintained by the District may
not cover damages and losses to the Wastewater System due to earthquake, fire or flood.
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Statutory and Regulatory Compliance. The operation of the Wastewater System is subject to
a variety of federal and State statutory and regulatory requirements. Any failure by the District to
comply with applicable laws and regulations could result in significant fines and penalties. See "-
Risk of Additional Fines and Litigation."” Further, compliance with these laws and regulations may
result in significant increases in the capital and operating costs of the District.

Casualty Losses. The Indenture obligates the District to obtain and keep in force various
forms of insurance or self-insurance, subject to deductibles, for repair or replacement of a portion
of the Wastewater System in the event of damage or destruction to such portion of the Wastewater
System. No assurance can be given as to the adequacy of any such self-insurance or any additional
insurance to fund necessary repair or replacement of any other portion of the Wastewater System.

Limitations on Rate Setting Under the California Constitution

On November 5, 2005, the voters of the State approved Proposition 218, a constitutional initiative,
entitled the “Right to Vote on Taxes Act” (“Proposition 218”). Proposition 218 added Articles XIIIC and
XIIID to the California Constitution and contained a number of interrelated provisions affecting the ability
of local governments, including the District, to levy and collect both existing and future taxes, assessments,
fees and charges.

Section 3 of Article XIIIC expressly extends the initiative power to give voters the power to reduce
or repeal local taxes, assessments, fees and charges, regardless of the date such taxes, assessments, fees or
charges were imposed. Section 3 expands the initiative power to include reducing or repealing assessments,
fees and charges, which had previously been considered administrative rather than legislative matters and
therefore beyond the initiative power. This extension of the initiative power is not limited by the terms of
Article XIIIC to fees imposed after November 6, 2005, the effective date of Proposition 218, and absent
other legal authority could result in the reduction in any existing taxes, assessments or fees and charges
imposed prior to November 6, 2005.

“Fees” and “charges” are not expressly defined in Article XIIIC or in SB 919, the Proposition 218
Omnibus Implementation Act enacted in 1997 to prescribe specific procedures and parameters for local
jurisdictions in complying with Article XIIIC and Article XIIID (“SB 919”). However, on July 24, 2006,
the California Supreme Court ruled in Bighorn-Desert View Water Agency v. Virjil (Kelley) (the “Bighorn
Decision”) that charges for ongoing water delivery are property-related fees and charges within the meaning
of Article XIIID and are also fees or charges within the meaning of Section 3 of Article XIIIC. The California
Supreme Court held that such water service charges may, therefore, be reduced or repealed through a local
voter initiative pursuant to Section 3 of Article XIIIC.

In the Bighorn Decision, the Supreme Court did state that nothing in Section 3 of Article XIIIC
authorizes initiative measures that impose voter-approval requirements for future increases in fees or
charges for water delivery. The Supreme Court stated that water providers may determine rates and charges
upon proper action of the governing body and that the governing body may increase a charge which was not
affected by a prior initiative or impose an entirely new charge.

The Supreme Court further stated in the Bighorn Decision that it was not holding that the initiative
power is free of all limitations and was not determining whether the initiative power is subject to the
statutory provision requiring that water service charges be set at a level that will pay debt service on bonded
debt and operating expenses. Such initiative power could be subject to the limitations imposed on the
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impairment of contracts under the contract clause of the United States Constitution. Additionally, SB 919
provides that the initiative power provided for in Proposition 218 “shall not be construed to mean that any
owner or beneficial owner of a municipal security, purchased before or after [the effective date of
Proposition 218] assumes the risk of, or in any way consents to, any action by initiative measure that
constitutes an impairment of contractual rights” protected by the United States Constitution. No assurance
can be given that the voters of the District will not, in the future, approve initiatives which repeal, reduce
or prohibit the future imposition or increase of assessments, fees or charges, including the District’s sewer
service fees and charges, which are the source of Net Revenues pledged to the payment of debt service on
the Bonds or any additional Parity Obligations.

Notwithstanding the fact that sewer service charges may be subject to reduction or repeal by voter
initiative undertaken pursuant to Section 3 of Article XIIIC, the District has covenanted to levy and charge
rates which meet the requirements of the Indenture in accordance with applicable law.

Article XIIID defines a “fee” or “charge” as any levy other than an ad valorem tax, special tax, or
assessment imposed upon a parcel or upon a person as an incident of property ownership, including a user
fee or charge for a property-related service. A “property-related service” is defined as “a public service
having a direct relationship to a property ownership.” In the Bighorn Decision, the California Supreme Court
held that a public water agency’s charges for ongoing water delivery are fees and charges within the meaning
of Article XIIID. Article XIIID requires that any agency imposing or increasing any property-related fee or
charge must provide written notice thereof to the record owner of each identified parcel upon which such
fee or charge is to be imposed and must conduct a public hearing with respect thereto. The proposed fee or
charge may not be imposed or increased if a majority of owners of the identified parcels file written protests
against it. As a result, the local government’s ability to increase such fee or charge may be limited by a
majority protest.

The District’s sewer charge is a commodity charge based on the volume of sewer consumed. The
District has ratified prior sewer rate measures and otherwise complied with the applicable notice and protest
procedures of Article XIIID for its current sewer rates and charges. There has not been nor is there any
pending challenge to any of the District’s sewer fees and charges approved since the effective date of
Proposition 218. While the District’s counsel is of the opinion, based upon the judicial precedent in place
during the period of these rate increases, that a reviewing court could reasonably uphold the validity of those
increases, neither the District nor the District’s counsel can predict with certainty the outcome of a
challenge to the increases in the District’s sewer rates and charges that were not approved in accordance
with the notice and hearing requirements of Article XIIID if one were brought.

In addition, Article XIIID also includes a number of limitations applicable to fees and charges
including provisions to the effect that (i) revenues derived from the fee or charge shall not exceed the funds
required to provide the property-related service; (ii) such revenues shall not be used for any purpose other
than that for which the fee or charge was imposed; (iii) the amount of a fee or charge imposed upon any
parcel or person as an incident of property ownership shall not exceed the proportional cost of the service
attributable to the parcel; and (iv) no such fee or charge may be imposed for a service unless that service is
actually used by, or immediately available to, the owner of the property in question. Property-related fees
or charges based on potential or future use of a service are not permitted.

On November 2, 2010, voters in the State approved Proposition 26. Proposition 26 amends Article
XIIIC of the State Constitution to expand the definition of “tax” to include “any levy, charge, or exaction
of any kind imposed by a local government” except the following: (1) a charge imposed for a specific benefit
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conferred or privilege granted directly to the payor that is not provided to those not charged, and which
does not exceed the reasonable costs to the local government of conferring the benefit or granting the
privilege; (2) a charge imposed for a specific government service or product provided directly to the payor
that is not provided to those not charged, and which does not exceed the reasonable costs to the local
government of providing the service or product; (3) a charge imposed for the reasonable regulatory costs to
a local government for issuing licenses and permits, performing investigations, inspections, and audits,
enforcing agricultural marketing orders, and the administrative enforcement and adjudication thereof; (4)
a charge imposed for entrance to or use of local government property, or the purchase, rental, or lease of
local government property; (5) A fine, penalty, or other monetary charge imposed by the judicial branch of
government or a local government, as a result of a violation of law; (6) a charge imposed as a condition of
property development; and (7) assessments and property-related fees imposed in accordance with the
provisions of Article XIIID. Proposition 26 provides that the local government bears the burden of proving
by a preponderance of the evidence that a levy, charge, or other exaction is not a tax, that the amount is no
more than necessary to cover the reasonable costs of the governmental activity, and that the manner in
which those costs are allocated to a payor bear a fair or reasonable relationship to the payor’s burdens on,
or benefits received from, the governmental activity.

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

Existing, new or increased assessments are subject to the procedural provisions of Proposition 218.
However, certain assessments existing on November 6, 2005, are classified as exempt from the procedures
and approval process of Article XIIID. Expressly exempt assessments include (i) an assessment imposed
exclusively to finance capital costs or Operation and Maintenance expenses for sewers, water, flood control
and drainage systems, but subsequent increases are subject to the procedures and approval requirements;
(ii) an assessment imposed pursuant to a petition signed by all affected landowners (but subsequent
increases are subject to the procedural and approval requirements); (iii) assessments, the proceeds of which
are used exclusively to pay bonded indebtedness, where failure to pay would violate the U.S. Constitution’s
prohibition against the impairment of contracts; and (iv) any assessment which has previously received
approval by a majority vote of the voters (but subsequent increases are subject to the procedural and
approval requirements).

On July 14, 2008, the California Supreme Court ruled in Silicon Valley Taxpayers Association, Inc. v.
Santa Clara County Open Space City (the “SCCOSA Decision”) that the Santa Clara County Open Space
City’s county-wide assessment which was designed to fund the acquisition and maintenance of unspecified
open-space lands in the County was invalid under Proposition 218. The Court held that deference should
not be accorded to local agencies when Proposition 218 legislative acts are challenged. Under Proposition
218, courts must make an independent review of whether the assessment and formation of an assessment
district meet the “special benefit” and proportionality requirements of Article XIIID. Further, while an
assessment will not be invalidated because it confers a benefit upon the public at large, the “special benefit”
must affect the assessed property in a distinct and particular manner not shared by other parcels and the
public at large. Specifically, in the SCCOSA Decision the assessment did not meet the requirements of a
“special benefit” and the assessment was not proportional to the special benefits conferred. Finally, the
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Court held that the Santa Clara Open Space City did not meet the proportionality requirement of Article
XIIID because it did not specifically identify the improvements to be financed by the assessment and failed
to sufficiently connect any costs of and benefits received from the open space assessment to the specific
assessed parcels.

The District and the District’s counsel are of the opinion that current sewer fees and charges that
are subject to Proposition 218 comply with the provisions thereof. The District and the District’s counsel
are also of the opinion that current sewer capacity fees are not subject to Proposition 218. Should it become
necessary to increase the sewer fees and charges above current levels, the District would be required to
comply with the requirements of Article XIIID in connection with such proposed increase. To date, there
have been no legal challenges to sewer rate increases implemented by the District pursuant to Proposition
218 or otherwise. It is unclear whether under existing standards, rates and charges may be established at
levels which would permit deposits to a Rate Stabilization Fund or maintenance of uncommitted cash
reserves.

The interpretation and application of Proposition 218 will ultimately be determined by the courts
or through implementing legislation with respect to a number of the matters described above, and it is not
possible at this time to predict with certainty the outcome of such determination or the nature or scope of
any such legislation.

Limited Recourse on Default

Failure by the District to pay debt service on the Bonds constitutes an event of default under the
Indenture and the Trustee is permitted to pursue remedies at law or in equity to enforce the District’s
obligation to make such payments. Although the Trustee has the right to accelerate the total unpaid
principal amount of the Bonds, there is no assurance that the District would have sufficient funds to pay the
accelerated amounts.

Limitations on Remedies

The ability of the District to comply with its covenants under the Indenture and to generate Net
Revenues sufficient to pay principal of and interest on the Bonds may be adversely affected by actions and
events outside of the control of the District and may be adversely affected by actions taken (or not taken)
by voters, property owners, taxpayers or persons obligated to pay assessments, fees and charges. See
“LIMITATIONS ON RATE SETTING UNDER THE CALIFORNIA CONSTITUTION.”
Furthermore, the remedies available to the owners of the Bonds upon the occurrence of an event of default
under the Indenture are in many respects dependent upon judicial actions which are often subject to
discretion and delay and could prove both expensive and time consuming to obtain.

In addition to the limitations on remedies contained in the Indenture, the rights and obligations
under the Indenture may be subject to bankruptcy, insolvency, reorganization, arrangement, fraudulent
conveyance, moratorium and other laws relating to or affecting creditors’ rights, to the application of
equitable principles, to the exercise of judicial discretion in appropriate cases and to limitations on legal
remedies against governmental entities in the State of California. The opinions to be delivered by Bond
Counsel concurrently with the issuance of the Bonds will be subject to such limitations and the various other
legal opinions to be delivered concurrently with the issuance of the Bonds will be similarly qualified. See
APPENDIX E—PROPOSED FORM OF BOND COUNSEL OPINION. If the District fails to comply with
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its covenants in the Indenture or fails to pay principal of and interest due on the Bonds, there can be no
assurance of the availability of remedies adequate to protect the interest of the holders of the Bonds.

Initiatives

In recent years several initiative measures have been proposed or adopted which affect the ability
of local governments to increase taxes and rates. There is no assurance that the electorate or the State
legislature will not at some future time approve additional limitations which could affect the ability of the
District to implement rate increases which could reduce Net Revenues and adversely affect the security for
the Bonds. See “LIMITATIONS ON RATE SETTING UNDER THE CALIFORNIA
CONSTITUTION.”

Bankruptcy

The rights and remedies provided in the Indenture may be limited by and are subject to the
provisions of federal bankruptcy laws, to other laws or equitable principles that may affect the enforcement
of creditors’ rights, to the exercise of judicial discretion in appropriate cases and to limitations on legal
remedies against public agencies in the State of California. The various opinions of counsel to be delivered
with respect to the Bonds and the Indenture, including the opinion of Bond Counsel, will be similarly
qualified. If the District were to file a petition under Chapter 9 of the Bankruptcy Code, the Owners of the
Bonds and the District could be prohibited from taking any steps to enforce their rights under the Indenture.

Tax Exemption

The District has covenanted in the Indenture that it will take all actions permitted by law and the
Indenture to assure that interest paid on the Bonds is excluded from gross income for purposes of federal
income taxes and that it will take no action that could result in such interest not being excluded from gross
income for purposes of federal income taxes. Future actions or omissions of the District could cause the
interest on the Bonds to be included in gross income for federal income tax purposes, possibly from the date
of original issuance of the Bonds . See “TAX MATTERS.”

Future Parity Obligations

The Indenture permits the District to issue Parity Obligations, under which its obligations would
be payable on a parity with the payment of the Bonds.

The coverage tests described in “SECURITY FOR THE BONDS-- Limitations on Future
Obligations Secured by Net Revenues” involve, to some extent, projections of Net Revenues. If Parity
Obligations are issued, the debt service coverage for the Bonds could be diluted below what it otherwise
would be. Moreover, there is no assurance that the assumptions that form the basis of such projections, if
any, will be actually realized subsequent to the date of such projections. If such assumptions are not realized,
the amount of future Net Revenues may be less than projected, and the actual amount of Net Revenues may
be insufficient to provide for the payment of the Bonds and any future Parity Obligations.

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. Occasionally, because of general market
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conditions 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 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.

INVESTMENT OF DISTRICT FUNDS

Moneys held by the District, including Wastewater System moneys, will be invested in accordance
with the District’s adopted investment policies. See APPENDIX G—DISTRICT’S INVESTMENT
POLICY.

TAX MATTERS

In the opinion of Orrick, Herrington & Sutcliffe LLP, Bond Counsel to the District (“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,
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 of California personal income
taxes. Bond Counsel is of the further opinion that interest on the Bonds is not a specific preference item for
purposes of the federal individual or corporate alternative minimum taxes, although Bond Counsel observes
that such interest 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 attached hereto as
APPENDIX E—PROPOSED FORM OF BOND COUNSEL OPINION.

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 Beneficial Owner thereof| is treated as interest on the Bonds which is excluded
from gross income for federal income tax purposes and State of California 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, redemption, or payment on maturity) of
such Bonds. Beneficial Owners of the Bonds should consult their own tax advisors with respect to the tax
consequences of ownership of Bonds with original issue discount, including the treatment of Beneficial
Owners 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 higher than their
principal amount payable at maturity (or, in some cases, at their earlier call date) (“Premium Bonds”) will
be treated as having amortizable bond premium. No deduction is allowable for the amortizable bond
premium in the case of bonds, like the Premium Bonds, the interest on which is excluded from gross income
for federal income tax purposes. However, the amount of tax-exempt interest received, and a Beneficial
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Owner’s basis in a Premium Bond, will be reduced by the amount of amortizable bond premium properly
allocable to such Beneficial Owner. Beneficial Owners of Premium Bonds should consult their own tax
advisors with respect to the proper treatment of amortizable bond premium in their particular
circumstances.

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 District has
made certain representations and covenanted to comply with certain restrictions, conditions and
requirements designed to ensure that interest on the Bonds will not be included in federal gross income.
Inaccuracy of these representations or failure to comply with these 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 these representations and
compliance with these covenants. Bond Counsel has not undertaken to determine (or to inform any person)
whether any actions taken (or not taken), or events occurring (or not occurring), or any other matters
coming to Bond Counsel’s attention after the date of issuance of the Bonds may adversely affect the value
of, or the tax status of interest on, the Bonds. Accordingly, the opinion of Bond Counsel is not intended to,
and may not, be relied upon in connection with any such actions, events or matters.

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 of California personal income taxes, the ownership
or disposition of, or the accrual or receipt of amounts treated as interest on, the Bonds may otherwise affect
a Beneficial Owner’s federal, state or local tax liability. The nature and extent of these other tax
consequences depends upon the particular tax status of the Beneficial Owner or the Beneficial Owner’s
other items of income or deduction. Bond Counsel expresses no opinion regarding any such other tax
consequences.

Current and 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, in whole or in part, 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. For example, the Obama
Administration’s budget proposals in recent years have proposed legislation that would limit the exclusion
from gross income of interest on the Bonds to some extent for high-income individuals. The introduction
or enactment of any such legislative proposals or clarification of the Code or court decisions may also affect,
perhaps significantly, the market price for, or marketability of, the Bonds. Prospective purchasers of the
Bonds should consult their own tax advisors regarding the potential impact of any pending or proposed
federal or state tax legislation, regulations or litigation, as to which Bond Counsel is expected to express no
opinion.

The opinion of Bond Counsel is based on current legal authority, covers certain matters not directly
addressed by such authorities, and represents Bond Counsel’s judgment as to the proper treatment of the
Bonds for federal income tax purposes. It is not binding on the Internal Revenue Service (“IRS”) or the
courts. Furthermore, Bond Counsel cannot give and has not given any opinion or assurance about the future
activities of the District, or about the effect of future changes in the Code, the applicable regulations, the
interpretation thereof or the enforcement thereof by the IRS. The District has covenanted, however, to
comply with the requirements of the Code.

Bond Counsel’s engagement with respect to the Bonds ends with the issuance of the Bonds, and,
unless separately engaged, Bond Counsel is not obligated to defend the District or the Beneficial Owners
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regarding the tax-exempt status of the Bonds in the event of an audit examination by the IRS. Under current
procedures, parties other than the District and their appointed counsel, including the Beneficial Owners,
would have little, if any, right to participate in the audit examination process. Moreover, because achieving
judicial review in connection with an audit examination of tax-exempt bonds is difficult, obtaining an
independent review of IRS positions with which the District legitimately disagrees, may not be practicable.
Any action of the IRS, including but not limited to selection of the Bonds for audit, or the course or result
of such audit, or an audit of bonds presenting similar tax issues may affect the market price for, or the
marketability of, the Bonds, and may cause the District or the Beneficial Owners to incur significant
expense.

CERTAIN LEGAL MATTERS

The validity of the Bonds and certain other legal matters are subject to the approving opinion of
Orrick, Herrington & Sutcliffe LLP, Bond Counsel to the District. A complete copy of the proposed form
of Bond Counsel opinion is contained in Appendix E hereto. Bond Counsel undertakes no responsibility for
the accuracy, completeness or fairness of this Official Statement. Certain legal matters will also be passed
upon for the District by Quint & Thimmig LLP, Larkspur, California, as Disclosure Counsel. Certain legal
matters will be passed upon for the District by Burke Williams & Sorensen, LLP, Oakland, California and
for the Underwriter by Jones Hall, A Professional Law Corporation, San Francisco, California. Payment of
the fees and expenses of Bond Counsel and Disclosure Counsel is contingent upon issuance of the Bonds.

LITIGATION

To the best knowledge of the District, there is no action, suit, proceeding or investigation at law or
in equity before or by any court or governmental agency or body pending or threatened against the District
to restrain or enjoin the authorization, execution or delivery of the Bonds, or the pledge of the Net Revenues
or the collection of the payments to be made pursuant to the Indenture, or in any way contesting or affecting
validity of the Bonds, the Indenture or the agreement for the sale of the Bonds, or in any way contesting or
affecting the transactions described in this Official Statement.

RATING

S&P Global Ratings, a Standard & Poor’s Financial Services LLC business (“S&P”), has assigned
the rating of ” to the Bonds. Such rating reflects only the view of S&P and any desired explanation
of the significance of such rating should be obtained from S&P at 55 Water Street, New York, NY 10041.
Generally, a rating agency bases its rating on the information and materials furnished to it and on
investigations, studies and assumptions of its own. There is no assurance such rating will continue for any
given period of time or that such rating will not be revised downward or withdrawn entirely by S&P if in the
judgment of S&P, circumstances so warrant. Any such downward revision or withdrawal of such rating may
have an adverse effect on the market price for the Bonds.

-43-
172 of 247



CONTINUING DISCLOSURE

The District has covenanted for the benefit of owners and beneficial owners of the Bonds to provide
certain financial information and operating data relating to the Wastewater System by not later than nine
months following the end of the District’s fiscal year (currently ending June 30) (the “Annual Report”),
commencing with the report for the fiscal year ended June 30, 2016, and to provide notices of the occurrence
of certain enumerated events. The Annual Report and the notices of enumerated events will be filed by the
District with the Municipal Securities Rulemaking Board through the Electronic Municipal Access
(EMMA) System. The specific nature of the information to be contained in the Annual Report or the notices
of enumerated events is summarized below under the caption APPENDIX C—PROPOSED FORM OF
CONTINUING DISCLOSURE CERTIFICATE. These covenants have been made in order to assist the
Underwriter in complying with S.E.C. Rule 15¢2-12(b)(5) (the “Rule”). The District has no prior
obligations to provide continuing disclosure information under the Rule.

UNDERWRITING
The Bonds are being purchased by RBC Capital Markets, LLC (the “Underwriter”) at a price of
$ (consisting of $ aggregate principal amount of the Bonds, plus
$ of net original issue premium, less $ of Underwriter’s discount). The

Underwriter may offer and sell the Bonds to certain dealers and others at prices different from the prices
stated on the inside cover page of this Official Statement. The offering prices may be changed from time to
time by the Underwriter.

The initial public offering prices stated on the inside cover of this Official Statement may be
changed from time to time by the Underwriter. The Underwriter may offer and sell the Bonds to certain
dealers (including dealers depositing Bonds into investment trusts), dealer banks, banks acting as agent and
others at prices lower than said public offering prices.

MISCELLANEOUS

So far as any statements made in this Official Statement involve matters of opinion, assumptions,
projections, anticipated events or estimates, whether or not expressly stated, they are set forth as such and
not as representations of fact, and actual results may differ substantially from those set forth herein. Neither
this Official Statement nor any statement which may have been made verbally or in writing is to be construed
as a contract with the owners of the Bonds.

The summaries of certain provisions of the Bonds, statutes and other documents or agreements
referred to in this Official Statement do not purport to be complete, and reference is made to each of them
for a complete statement of their provisions. Copies are available for review by making requests to the
District.

The Appendices are an integral part of this Official Statement and must be read together with all
other parts of this Official Statement. The audited financial statements of the District, including a summary
of significant accounting policies, for the fiscal year ended June 30, 2015, are contained in APPENDIX B—
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COMPREHENSIVE ANNUAL FINANCIAL REPORT OF THE DISTRICT FOR FISCAL YEAR
ENDED JUNE 30, 2015.

The execution of this Official Statement and its delivery have been authorized by the District.

UNION SANITARY DISTRICT

General Manager
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APPENDIX A

SUMMARY OF THE INDENTURE

[TO COME]
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APPENDIX B

COMPREHENSIVE ANNUAL FINANCIAL REPORT OF THE DISTRICT
FOR FISCAL YEAR ENDED JUNE 30, 2015
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APPENDIX C

PROPOSED FORM OF THE CONTINUING DISCLOSURE CERTIFICATE

This CONTINUING DISCLOSURE CERTIFICATE (the “Disclosure Certificate”) is executed and
delivered by the UNION SANITARY DISTRICT (the “District”) in connection with the issuance by the District of
its § *Union Sanitary District (Alameda County, California) Wastewater Revenue Refunding Bonds,
Series 2016 (the “Bonds”). The Bonds are being issued pursuant to an indenture, dated as of October 1, 2016 (the
“Indenture”), by and between the District and U.S. Bank National Association, as trustee. The District covenants
and agrees as follows:

Section 1. Definitions. In addition to the definitions set forth in the Indenture, which apply to any capitalized
term used in this Disclosure Certificate, unless otherwise defined in this Section 1, the following capitalized terms shall
have the following meanings when used in this Disclosure Certificate:

“Annual Report” shall mean any Annual Report provided by the District pursuant to, and as described in,
Sections 3 and 4 of this Disclosure Certificate.

“Beneficial Owner” shall mean any person who (a) has the power, directly or indirectly, to vote or consent
with respect to, or to dispose of ownership of, any Bonds (including persons holding Bonds through nominees,
depositories or other intermediaries), or (b) is treated as the owner of any Bonds for federal income tax purposes.

“Dissemination Agent” shall mean the Applied Best Practices, LLC, or any successor Dissemination Agent
designated in writing by the District and which has filed with the District a written acceptance of such designation. In
the absence of such a designation, the District shall act as the Dissemination Agent.

“EMMA? or “Electronic Municipal Market Access” means the centralized on-line repository for documents
to be filed with the MSRB, such as official statements and disclosure information relating to municipal bonds, notes
and other securities as issued by state and local governments.

“Listed Events” shall mean any of the events listed in Section 5(a) or 5(b) of this Disclosure Certificate.

“MSRB” means the Municipal Securities Rulemaking Board, which has been designated by the Securities
and Exchange Commission as the sole repository of disclosure information for purposes of the Rule, or any other
repository of disclosure information which may be designated by the Securities and Exchange Commission as such for
purposes of the Rule in the future.

“Owner” or “Bond Owner,” when used with respect to any Bond, means the person in whose name the
ownership of such Bond shall be registered.

“Participating Underwriter” shall mean the original underwriter of the Bonds, required to comply with the
Rule in connection with offering of the Bonds.

“Rule” shall mean Rule 15¢2-12 adopted by the Securities and Exchange Commission under the Securities
Exchange Act of 1934, as the same may be amended from time to time.

Section 2. Purpose of the Disclosure Certificate. This Disclosure Certificate is being executed and delivered
by the District for the benefit of the owners and Beneficial Owners of the Bonds and in order to assist the Participating
Underwriter in complying with Securities and Exchange Commission Rule 15¢2-12(b)(5).

* Preliminary, subject to change.

Appendix C

Page 1
180 of 247



Section 3. Provision of Annual Reports.

(a) Delivery of Annual Report. The District shall, or shall cause the Dissemination Agent to, not later than nine
months after the end of the District’s fiscal year (which currently ends on June 30), commencing with the report for
the 2015-16 Fiscal Year, which is due not later than March 31, 2017, file with EMMA, in a readable PDF or other
electronic format as prescribed by the MSRB, an Annual Report that is consistent with the requirements of Section 4
of this Disclosure Certificate. The Annual Report may be submitted as a single document or as separate documents
comprising a package and may cross-reference other information as provided in Section 4 of this Disclosure
Certificate; provided that the audited financial statements of the District may be submitted separately from the balance
of the Annual Report and later than the date required above for the filing of the Annual Report if they are not available
by that date.

(b) Change of Fiscal Year. If the District’s fiscal year changes, it shall give notice of such change in the same
manner as for a Listed Event under Section 5(c), and subsequent Annual Report filings shall be made no later than
nine months after the end of such new fiscal year end.

(c) Delivery of Annual Report to Dissemination Agent. Not later than fifteen (15) Business Days prior to the date
specified in subsection (a) (or, if applicable, subsection (b)) of this Section 3 for providing the Annual Report to
EMMA, the District shall provide the Annual Report to the Dissemination Agent (if other than the District). If by
such date, the Dissemination Agent has not received a copy of the Annual Report, the Dissemination Agent shall notify
the District.

(d) Report of Non-Compliance. If the District is the Dissemination Agent and is unable to file an Annual Report
by the date required in subsection (a) (or, if applicable, subsection (b)) of this Section 3, the District shall send a notice
to EMMA substantially in the form attached hereto as Exhibit A. If the District is not the Dissemination Agent and is
unable to provide an Annual Report to the Dissemination Agent by the date required in subsection (c) of this Section
3, the Dissemination Agent shall send a notice to EMMA in substantially the form attached hereto as Exhibit A.

(e) Annual Compliance Certification. The Dissemination Agent shall, if the Dissemination Agent is other than
the District, file a report with the District certifying that the Annual Report has been filed with EMMA pursuant to
Section 3 of this Disclosure Certificate, stating the date it was so provided and filed.

Section 4. Content of Annual Reports. The Annual Report shall contain or incorporate by reference the
following:

(2) Financial Statements. Audited financial statements of the District for the preceding fiscal year, prepared
in accordance generally accepted accounting principles. If the District’s audited financial statements are not available
by the time the Annual Report is required to be filed pursuant to Section 3(a), the Annual Report shall contain
unaudited financial statements in a format similar to the financial statements contained in the final Official Statement,
and the audited financial statements shall be filed in the same manner as the Annual Report when they become
available.

(b) Other Annual Information. To the extent not included in the audited final statements of the District, the
Annual Report shall also include financial and operating data with respect to the District for preceding fiscal year, as
follows:
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[TO BE DETERMINED]

(c) Cross References. Any or all of the items listed above may be included by specific reference to other
documents, including official statements of debt issues of the District or related public entities, which are available to
the public on EMMA. The District shall clearly identify each such other document so included by reference.

If the document included by reference is a final official statement, it must be available from EMMA.

(d) Further Information. In addition to any of the information expressly required to be provided under
paragraph (b) of this Section 4, the District shall provide such further information, if any, as may be necessary to make
the specifically required statements, in the light of the circumstances under which they are made, not misleading.

Section 5. Reporting of Listed Events.

(a) Reportable Events. The District shall, or shall cause the Dissemination (if not the District) to, give notice
of the occurrence of any of the following events with respect to the Bonds:

@)
2
(3)
(4)
()
(6)
(7)
(8)
©)

Principal and interest payment delinquencies.

Unscheduled draws on debt service reserves reflecting financial difficulties.

Unscheduled draws on credit enhancements reflecting financial difficulties.

Substitution of credit or liquidity providers, or their failure to perform.

Defeasances.

Rating changes.

Tender offers.

Bankruptcy, insolvency, receivership or similar event of the obligated person.

Adverse tax opinions, the issuance by the Internal Revenue Service of proposed or final
determinations of taxability, Notices of Proposed Issue (IRS Form 5701-TEB) or other

material notices or determinations with respect to the tax status of the security, or other
material events affecting the tax status of the security.

Note: For the purposes of the event identified in subparagraph (8), the event is considered to occur when any
of the following occur: the appointment of a receiver, trustee or similar officer for an obligated person in a proceeding
under the U.S. Bankruptcy Code or in any other proceeding under state or federal law in which a court or governmental
authority has assumed jurisdiction over substantially all of the assets or business of the obligated person, or if such
jurisdiction has been assumed by leaving the existing governmental body and officials or officers in possession but subject
to the supervision and orders of a court or governmental authority, or the entry of an order confirming a plan of
reorganization, arrangement or liquidation by a court or governmental authority having supervision or jurisdiction over
substantially all of the assets or business of the obligated person.
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(b) Material Reportable Events. The District shall give, or cause to be given, notice of the occurrence of any of
the following events with respect to the Bonds, if material:

1) Non-payment related defaults.

(2) Modifications to rights of security holders.

(3) Bond calls.

4) The release, substitution, or sale of property securing repayment of the securities.

(5) The consummation of a merger, consolidation, or acquisition involving an obligated person
or the sale of all or substantially all of the assets of the obligated person, other than in the
ordinary course of business, the entry into a definitive agreement to undertake such an
action or the termination of a definitive agreement relating to any such actions, other than
pursuant to its terms.

(6) Appointment of a successor or additional trustee, or the change of name of a trustee.

(c) Time to Disclose. Whenever the District obtains knowledge of the occurrence of a Listed Event, the District
shall, or shall cause the Dissemination Agent (if not the District) to, file a notice of such occurrence with EMMA, in
an electronic format as prescribed by the MSRB, in a timely manner not in excess of 10 business days after the
occurrence of the Listed Event. Notwithstanding the foregoing, notice of Listed Events described in subsections (a)(5)
and (b)(3) above need not be given under this subsection any earlier than the notice (if any) of the underlying event is
given to owners of affected Bonds under the Indenture.

Section 6. Identifying Information for Filings with EMMA. All documents provided to EMMA under this
Disclosure Certificate shall be accompanied by identifying information as prescribed by the MSRB.

Section 7. Termination of Reporting Obligation. The District’s obligations under this Disclosure Certificate
shall terminate upon the defeasance, prior redemption or payment in full of all of the Bonds. If such termination occurs
prior to the final maturity of the Bonds, the District shall give notice of such termination in the same manner as for a
Listed Event under Section 5(c).

Section 8. Dissemination Agent.

(a) Appointment of Dissemination Agent. The District may, from time to time, appoint or engage a
Dissemination Agent to assist it in carrying out its obligations under this Disclosure Certificate and may discharge any
such agent, with or without appointing a successor Dissemination Agent. If the Dissemination Agent is not the District,
the Dissemination Agent shall not be responsible in any manner for the content of any notice or report prepared by the
District pursuant to this Disclosure Certificate. It is understood and agreed that any information that the
Dissemination Agent may be instructed to file with EMMA shall be prepared and provided to it by the District. The
Dissemination Agent has undertaken no responsibility with respect to the content of any reports, notices or disclosures
provided to it under this Disclosure Certificate and has no liability to any person, including any Owner, with respect
to any such reports, notices or disclosures. The fact that the Dissemination Agent or any affiliate thereof may have any
fiduciary or banking relationship with the District shall not be construed to mean that the Dissemination Agent has
actual knowledge of any event or condition, except as may be provided by written notice from the District.

(b) Compensation of Dissemination Agent. The Dissemination Agent shall be paid compensation by the District
for its services provided hereunder in accordance with its schedule of fees as agreed to between the Dissemination
Agent and the District from time to time and all expenses, legal fees and expenses and advances made or incurred by
the Dissemination Agent in the performance of its duties hereunder. The Dissemination Agent shall not be deemed to
be acting in any fiduciary capacity for the District, owners or Beneficial Owners, or any other party. The Dissemination
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Agent may rely, and shall be protected in acting or refraining from acting, upon any direction from the District or an
opinion of nationally recognized bond counsel. The Dissemination Agent may at any time resign by giving written
notice of such resignation to the District. The Dissemination Agent shall not be liable hereunder except for its
negligence or willful misconduct.

(c) Responsibilities of Dissemination Agent. In addition of the filing obligations of the Dissemination Agent set
forth in Sections 3(e) and 5, the Dissemination Agent shall be obligated, and hereby agrees, to provide a request to the
District to compile the information required for its Annual Report at least 30 days prior to the date such information
is to be provided to the Dissemination Agent pursuant to subsection (c) of Section 3. The failure to provide or receive
any such request shall not affect the obligations of the District under Section 3.

Section 9. Amendment; Waiver. Notwithstanding any other provision of this Disclosure Certificate, the
District may amend this Disclosure Certificate (and the Dissemination Agent shall agree to any amendment so
requested by the District that does not impose any greater duties or risk of liability on the Dissemination Agent), and
any provision of this Disclosure Certificate may be waived, provided that all of the following conditions are satisfied:

(2) Change in Circumstances. If the amendment or waiver relates to the provisions of Sections 3(a), 4 or 5(a)
or (b), it may only be made in connection with a change in circumstances that arises from a change in legal
requirements, change in law, or change in the identity, nature, or status of an obligated person with respect to the
Bonds, or the type of business conducted.

(b) Compliance as of Issue Date. The undertaking, as amended or taking into account such waiver, would, in
the opinion of a nationally recognized bond counsel, have complied with the requirements of the Rule at the time of
the original issuance of the Bonds, after taking into account any amendments or interpretations of the Rule, as well as
any change in circumstances.

(c) Consent of Owners; Non-impasrment Opinion. The amendment or waiver either (i) is approved by the
Owners in the same manner as provided in the Indenture for amendments to the Indenture with the consent of Owners,
or (ii) does not, in the opinion of nationally recognized bond counsel, materially impair the interests of the Owners or
Beneficial Owners.

If this Disclosure Certificate is amended or any provision of this Disclosure Certificate is waived, the District
shall describe such amendment or waiver in the next following Annual Report and shall include, as applicable, a
narrative explanation of the reason for the amendment or waiver and its impact on the type (or in the case of a change
of accounting principles, on the presentation) of financial information or operating data being presented by the District.
In addition, if the amendment relates to the accounting principles to be followed in preparing financial statements (i)
notice of such change shall be given in the same manner as for a Listed Event under Section 5(c), and (ii) the Annual
Report for the year in which the change is made should present a comparison (in narrative form and also, if feasible, in
quantitative form) between the financial statements as prepared on the basis of the new accounting principles and
those prepared on the basis of the former accounting principles.

Section 10. Additional Information. Nothing in this Disclosure Certificate shall be deemed to prevent the
District from disseminating any other information, using the means of dissemination set forth in this Disclosure
Certificate or any other means of communication, or including any other information in any Annual Report or notice
of occurrence of a Listed Event, in addition to that which is required by this Disclosure Certificate. If the District
chooses to include any information in any Annual Report or notice of occurrence of a Listed Event in addition to that
which is specifically required by this Disclosure Certificate, the District shall have no obligation under this Disclosure
Certificate to update such information or include it in any future Annual Report or notice of occurrence of a Listed
Event.

Section 11. Default. In the event of a failure of the District to comply with any provision of this Disclosure
Certificate, any Owner or Beneficial Owner may take such actions as may be necessary and appropriate, including
seeking mandate or specific performance by court order, to cause the District to comply with its obligations under this
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Disclosure Certificate. The sole remedy under this Disclosure Certificate in the event of any failure of the District to
comply with this Disclosure Certificate shall be an action to compel performance.

Section 12. Beneficiaries. This Disclosure Certificate shall inure solely to the benefit of the District, the
Dissemination Agent, the Participating Underwriter and the owners and Beneficial Owners from time to time of the
Bonds, and shall create no rights in any other person or entity.

Date: [Closing Date]

UNION SANITARY DISTRICT

By
Paul Eldredge
General Manager
ACKNOWLEDGED:
APPLIED BEST PRACTICES, LLC, as
Dissemination Agent
By
Authorized Officer
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EXHIBIT A

NOTICE TO EMMA OF FAILURE TO FILE ANNUAL REPORT

Name of Issuer: Union Sanitary District

Name of Issue: Union Sanitary District (Alameda County, California) Wastewater Revenue Refunding
Bonds, Series 2016

Date of Issuance:  [Closing Date]
NOTICE IS HEREBY GIVEN that the Issuer has not provided an Annual Report with respect to the above-

named Issue as required by the Continuing Disclosure Certificate dated [Closing Date], furnished by the Issuer in
connection with the Issue. The Issuer anticipates that the Annual Report will be filed by

Dated:

APPLIED BEST PRACTICES, LLC, as
Dissemination Agent

Name
Title
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APPENDIX D

TRI-CITY AREA AND ALAMEDA COUNTY
SUPPLEMENTAL INFORMATION

The following information concerning the Tri-City Area and Alameda County is included only for the purpose of
supplying general information regarding the community. The Bonds are not a debt of the cities of Fremont, Newark or Union
City, County, the State or any of its political subdivisions, and neither the cities of Fremont, Newark and Union City, the
County, the State nor any of its political subdivisions is liable therefor.

Introduction

The area consisting of the cities of Fremont, Newark (an enclave of Fremont), and Union City
(formed from the communities of Alvarado and Decoto), is known as the Tri-City Area.

The City of Fremont has a population of around 230,000. It is the fourth most populous city in the
San Francisco Bay Area, and the largest suburb in the Tri-City Area. The City of Newark has a population
of around 45,000 residents and is an enclave, surrounded by the city of Fremont. The City of Union City
has over 73,000 residents. All of the Tri-City Area cities sit at the edge of Silicon Valley and shares in its
economic pattern.

Alameda County (the “County”) is located in the East San Francisco Bay Area of the State of
California. The County seat is Oakland. The County was formed on March 25, 1853 from a large portion of
Contra Costa County and a smaller portion of Santa Clara County. The County has a total area of 821 square
miles (2,130 km?), of which 739 square miles (1,910 km?) is land and 82 square miles (210 km?) (10.0%) is
water.

The San Francisco Bay borders the County on the west, and the city and county of San Francisco,
California has a small land border with the city of Alameda due to land filling. The crest of the Berkeley
Hills form part of the northeastern boundary, and reach into the center of the County. A coastal plain several
miles wide lines the bays; it is home to Oakland and the most populous regions. Livermore Valley lies in the
eastern part of the County.
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Population

The table below summarizes population of the Tri-City area, the County and the State of California
for the last five years.

Fremont, Newark, Union City, Alameda County and California

POPULATION
Year Fremont Newark Union City ~ Alameda County State of California
2012 218,810 43,189 70,733 1,543,027 37,881,357
2013 221,397 43,464 71,172 1,566,339 38,239,207
2014 224,836 43,835 71,719 1,587,637 38,657,459
2015 227,582 44,284 72,412 1,610,765 38,907,642
2016 229,324 44,733 72,952 1,627,865 39,255,883

Source: California Department of Finance, E-4 Population Estimate for Cities, Counties, and the State, 2011-2016, with 2010
Census Benchmark.

Employment

The following table summarizes the historical numbers of workers by industry in Alameda County
for the last five years:

Alameda County
LABOR FORCE AND INDUSTRY EMPLOYMENT
Annual Averages by Industry

2011 2012 2013 2014 2015®
Total, All Industries 660,900 680,400 699,700 719,400 746,300
Total Farm 700 700 600 500 400
Mining, Logging and Construction 30,800 33,300 35,600 37,600 40,600
Manufacturing 62,100 62,300 64,600 67,500 71,500
Wholesale Trade 34,300 35,600 36,500 37,000 38,100
Retail Trade 60,700 62,900 66,500 68,300 70,700
Transportation, Warehousing & Utilities 24,100 24,800 24,600 26,000 27,700
Information 13,600 13,600 12,900 12,900 14,100
Financial Activities 23,000 23,500 24,400 24,300 23,400
Professional & Business Services 111,600 118,300 121,300 125,600 132,700
Educational & Health Services 104,600 108,300 111,000 111,600 114,500
Leisure & Hospitality 56,000 58,300 61,900 65,800 67,900
Other Services 23,300 24,000 24,800 25,000 25,500
Government 116,000 114,900 115,100 117,300 119,300

Source: California Employment Development Department, based on March 2015 benchmark.

Note:  Does not include proprietors, self-employed, unpaid volunteers or family workers, domestic workers in households, and
persons involved in labor/management trade disputes. Employment reported by place of work. Items may not add to
totals due to independent rounding.

(1) Last available full year data.
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The following tables summarize historical employment and unemployment for the County, the

State of California and the United States for the last five years:

Alameda County, California and United States
CIVILIAN LABOR FORCE, EMPLOYMENT, AND UNEMPLOYMENT

(Annual Averages)
Unemployment
Year Area Labor Force Employment = Unemployment Rate (1)
2011 Alameda County 786,800 707,400 79,400 10.1%
California 18,419,500 16,260,100 2,159,400 11.7
United States 153,617,000 139,869,000 13,747,000 8.9
2012  Alameda County 799,600 730,100 69,500 8.7
California 18,554,800 16,630,100 1,924,700 10.4
United States 154,975,000 142,469,000 12,506,000 8.1
2013 Alameda County 804,800 746,600 58,200 7.2
California 18,671,600 17,002,900 1,668,700 8.9
United States 155,389,000 143,929,000 11,460,000 7.4
2014  Alameda County 812,800 765,600 47,200 5.8
California 18,811,400 17,397,100 1,414,300 7.5
United States 155,922,000 146,305,000 9,617,000 6.2
2015(2) Alameda County 824,800 785,700 39,100 4.7
California 18,981,800 17,798,600 1,183,200 6.2
United States 157,130,000 148,834,000 146,411,000 5.3

Source: California Employment Development Department, Monthly Labor Force Data for Counties, Annual Average 2010-2015,
and US Department of Labor.
(1) The unemployment rate is computed from unrounded data, therefore, it may differ from rates computed from rounded figures
available in this table.
(2) Latest available full-year data.
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Major Employers
The table below sets forth the ten principal employers of the County in 2015.

Alameda County
MAJOR EMPLOYERS

% of Total
Number County
Employer Name of Employees Employment

University of California Berkeley 23,962 3.07%
Kaiser Permanente Medical Group Inc. 18,450 2.36
State of California 8,930 1.14
County of Alameda 8,868 1.14
Chevron Corporation 6,361 .81
Safeway Inc. 6,270 .80
United States Postal Service 5,948 .76
John Muir Health 5,857 .75
Wells Fargo Bank 5,400 .69
City of Oakland 5,055 65
Total Top 10 95,101 12.17

Source: Alameda County CAFR for the Fiscal Year Ended June 30, 2015.
Construction Activity

The following tables reflect the five-year history of building permit valuation and number of
building permits for the County:

Alameda County
BUILDING PERMITS AND VALUATION
(Dollars in Thousands)
2011 2012 2013 2014 2015
Permit Valuation:

New Single-family $269,312  $ 372,939 $ 451,279 $400,498  $576,948
New Multi-family 249,684 343,669 300,514 392,331 456,361
Res. Alterations/Additions 273,631 235,264 227,675 325,493 344,975
Total Residential $792,627  $951.873  $979,470  $1,118,323  $1,378,285
Total Nonresidential 708,956 463,431 1,650,777 1,026,771 1,146,437
Total All Building $1,501,583  $1,415,305  $2,630,247  $2,145,094  $2,524,722

New Dwelling Units:
Single Family 817 1,119 1,339 1,076 1,671
Multiple Family 1,352 1,508 2,023 2,048 3,370
Total 2,169 2,627 3,362 3,124 5,041

Source: Construction Industry Research Board: “Building Permit Summary.”
Note:  Totals may not add due to independent rounding.
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Commercial Activity

Taxable sales in the County for the last five available years are shown below. Beginning in 2009,
reports summarize taxable sales and permits using the NAICS codes. As a result of the coding change,
however, industry-level data for 2009 are not comparable to that of prior years.

Alameda County
TAXABLE SALES
(Dollars in Thousands)

2010 2011 2012 2013 20140

Retail and Food Services
Motor Vehicles and Parts Dealers $2,183,709  $2,405412  $2,823,697 $3,138,082 $ 3,536,623
Furniture and Home Furnishings Stores 412,979 438,369 474,949 506,386 539,459
Electronics and Appliance Stores 575,374 583,234 625,589 636,277 644,141
Bldg Mitrl. and Garden Equip. and Supplies 1,091,857 1,153,236 1,230,013 1,379,338 1,428,426
Food and Beverage Stores 884,033 928,190 990,964 1,031,311 1,079,266
Health and Personal Care Stores 419,672 434,353 440,239 476,407 490,876
Gasoline Stations 1,716,376 2,135,182 2,291,985 2,218,302 2,153,400
Clothing and Clothing Accessories Stores 926,611 995,486 1,084,439 1,331,394 1,434,900
Sporting Goods, Hobby, Book and Music Stores 489,954 484,909 487,666 493,428 504,081
General Merchandise Stores 1,710,291 1,810,195 1,887,477 1,943,081 1,976,243
Miscellaneous Store Retailers 900,038 955,440 988,889 939,103 976,020
Nonstore Retailers 68,868 74,685 136,755 294,264 339,500
Food Services and Drinking Places 1,994,522 2,121,065 2,318,686 2,505,728 2,717,833
Total Retail and Food Services $13,374,283 $14,519,756 $15,781,349 $16,893,102 $17,820,857
All Other Outlets 8,167,458 8,911,043 9,400,222 9,731,469 10,556,857
Totals All Outlets® $21,541,741  $23,430,799  $25,181,571 $26,624,571 $28,377,714

Source: California Board of Equalization, Taxable Sales in California (Sales & Use Tax).
(1) Last available full year data.
(2) Totals may not add up due to independent rounding.
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Median Household Income

The following table summarizes the total effective buying income and the median household
effective buying income for the County, the State of California and the nation for the last five years.

Alameda County, California and United States
MEDIAN HOUSEHOLD EFFECTIVE BUYING INCOME

Source: Nielsen, Inc.
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Total Effective Buying Median

Year Area Income (000’s Omitted) Effective Buying Income
2011 Alameda County $39,064,683 $54,542
California $814,578,457 $47,062
United States $6,438,704,663 $41,253
2012 Alameda County $43,677,855 $55,396
California $864,088,827 $47,307
United States $6,737,867,730 $41,358
2013 Alameda County $43,770,518 $57,467
California $858,676,636 $48,340
United States $6,982,757,379 $43,715
2014 Alameda County $47,744,408 $60,575
California $901,189,699 $50,072
United States $7,357,153,421 $45,448
2015 Alameda County $52,448,661 $64,030
California $981,231,666 $53,589
United States $7,757,960,399 $46,738
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APPENDIX E

PROPOSED FORM OF BOND COUNSEL OPINION

[Letterhead of Orrick Herrington & Sutcliffe LLP]

[Closing Date]

[To Be Provided by Bond Counsel]
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APPENDIX F

BOOK-ENTRY ONLY SYSTEM

The information in this Appendix F, concerning The Depository Trust Company, New York, New York (“DTC”),
and DTC’s book-entry system, has been furnished by DTC for use in official statements and the District takes no responsibility
Jor the completeness or accuracy thereof. The District cannot and does not give any assurances that DTC, DTC Participants or
Indirect Participants will distribute to the Beneficial Owners (a) payments of principal of or interest on the Bonds, (b) certificates
representing ownership interest in or other confirmation of ownership interest in the Bonds, or (c) redemption or other notices
sent to DTC or Cede & Co., its nominee, as the registered owner of the Bonds, or that they will so do on a timely basis, or that
DTC, DTC Participants or DTC Indirect Participants will act in the manner described in this Appendix F. The current
“Rules” applicable to DTC are on file with the Securities and Exchange Commission and the current “Procedures” of DTC
to be followed in dealing with DTC Participants are on file with DTC. Information Furnished by DTC Regarding its Book-
Entry Only System

1. The Depository Trust Company (“DTC”), New York, NY, will act as securities depository for the Bonds
(as used in this Appendix F, the “Securities”). The Securities will be issued as fully-registered securities registered in
the name of Cede & Co. (DTC’s partnership nominee) or such other name as may be requested by an authorized
representative of DTC. One fully-registered Security certificate will be issued for each maturity of the Securities, in
the aggregate principal amount of such issue, and will be deposited with DTC. If, however, the aggregate principal
amount of any issue exceeds $500 million, one certificate will be issued with respect to each $500 million of principal
amount, and an additional certificate will be issued with respect to any remaining principal amount of such issue.

2. DTC, the world’s largest securities depository, is a limited-purpose trust company organized under the
New York Banking Law, a “banking organization” within the meaning of the New York Banking Law, a member of
the Federal Reserve System, a “clearing corporation” within the meaning of the New York Uniform Commercial
Code, and a “clearing agency” registered pursuant to the provisions of Section 17A of the Securities Exchange Act of
1934. DTC holds and provides asset servicing for over 3.5 million issues of U.S. and non-U.S. equity issues, corporate
and municipal debt issues, and money market instruments from over 100 countries that DTC’s participants (“Direct
Participants”) deposit with DTC. DTC also facilitates the post-trade settlement among Direct Participants of sales
and other securities transactions in deposited securities, through electronic computerized book-entry transfers and
pledges between Direct Participants’ accounts. This eliminates the need for physical movement of securities
certificates. Direct Participants include both U.S. and non-U.S. securities brokers and dealers, banks, trust companies,
clearing corporations, and certain other organizations. DTC is a wholly-owned subsidiary of The Depository Trust &
Clearing Corporation (“DTCC”). DTCC is the holding company for DTC, National Securities Clearing Corporation
and Fixed Income Clearing Corporation, all of which are registered clearing agencies. DT'CC is owned by the users of
its regulated subsidiaries. Access to the DTC system is also available to others such as both U.S. and non-U.S.
securities brokers and dealers, banks, trust companies, and clearing corporations that clear through or maintain a
custodial relationship with a Direct Participant, either directly or indirectly (“Indirect Participants”). DTC has a
Standard & Poor’s rating of AA+. The DTC Rules applicable to its Participants are on file with the Securities and
Exchange Commission. More information about DTC can be found at www.dtcc.com and www.dtc.org.

3. Purchases of Securities under the DTC system must be made by or through Direct Participants, which will
receive a credit for the Securities on DTC’s records. The ownership interest of each actual purchaser of each Security
(“Beneficial Owner”) is in turn to be recorded on the Direct and Indirect Participants’ records. Beneficial Owners
will not receive written confirmation from DTC of their purchase. Beneficial Owners are, however, expected to receive
written confirmations providing details of the transaction, as well as periodic statements of their holdings, from the
Direct or Indirect Participant through which the Beneficial Owner entered into the transaction. Transfers of ownership
interests in the Securities are to be accomplished by entries made on the books of Direct and Indirect Participants
acting on behalf of Beneficial Owners. Beneficial Owners will not receive certificates representing their ownership
interests in Securities, except in the event that use of the book-entry system for the Securities is discontinued.
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4. To facilitate subsequent transfers, all Securities deposited by Direct Participants with DTC are registered
in the name of DT'C’s partnership nominee, Cede & Co., or such other name as may be requested by an authorized
representative of DTC. The deposit of Securities with DTC and their registration in the name of Cede & Co. or such
other DTC nominee do not affect any change in beneficial ownership. DTC has no knowledge of the actual Beneficial
Owners of the Securities; DTC’s records reflect only the identity of the Direct Participants to whose accounts such
Securities are credited, which may or may not be the Beneficial Owners. The Direct and Indirect Participants will
remain responsible for keeping account of their holdings on behalf of their customers.

5. Conveyance of notices and other communications by DTC to Direct Participants, by Direct Participants
to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial Owners will be governed by
arrangements among them, subject to any statutory or regulatory requirements as may be in effect from time to time.
Beneficial Owners of Securities may wish to take certain steps to augment the transmission to them of notices of
significant events with respect to the Securities, such as redemptions, tenders, defaults, and proposed amendments to
the Security documents. For example, Beneficial Owners of Securities may wish to ascertain that the nominee holding
the Securities for their benefit has agreed to obtain and transmit the notices to Beneficial Owners. In the alternative,
Beneficial Owners may wish to provide their names and addresses to the registrar and request that copies of notices
be provided directly to them.

6. Redemption notices shall be sent to DTC. If less than all of the Securities within an issue are being
redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct Participant in such issue to
be redeemed.

7. Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to the
Securities unless authorized by a Direct Participant in accordance with DTC’s MMI Procedures. Under its usual
procedures, DTC mails an Omnibus Proxy to the District as soon as possible after the record date. The Omnibus Proxy
assigns Cede & Co.’s consenting or voting rights to those Direct Participants to whose accounts the Securities are
credited on the record date (identified in a listing attached to the Omnibus Proxy).

8. Redemption proceeds, distributions, and dividend payments on the Securities will be made to Cede & Co.,
or such other nominee as may be requested by an authorized representative of DT'C. DTC’s practice is to credit Direct
Participants’ accounts upon DTC’s receipt of funds and corresponding detail information from the District or the
paying agent or bond trustee, on payable date in accordance with their respective holdings shown on DTC’s records.
Payments by Participants to Beneficial Owners will be governed by standing instructions and customary practices, as
is the case with securities held for the accounts of customers in bearer form or registered in “street name,” and will
be the responsibility of such Participant and not of DTC nor its nominee, the paying agent or bond trustee, or the
District, subject to any statutory or regulatory requirements as may be in effect from time to time. Payment of
redemption proceeds, distributions, and dividend payments to Cede & Co. (or such other nominee as may be requested
by an authorized representative of DTC) is the responsibility of the District or the paying agent or bond trustee,
disbursement of such payments to Direct Participants will be the responsibility of DTC, and disbursement of such
payments to the Beneficial Owners will be the responsibility of Direct and Indirect Participants.

9. DTC may discontinue providing its services as depository with respect to the Securities at any time by
giving reasonable notice to the District or the paying agent or bond trustee. Under such circumstances, in the event
that a successor depository is not obtained, Security certificates are required to be printed and delivered.

10. The District may decide to discontinue use of the system of book-entry-only transfers through DTC (or
a successor securities depository). In that event, Security certificates will be printed and delivered to DTC.

11. The information in this section concerning DTC and DTC’s book-entry system has been obtained from
sources that the District believes to be reliable, but the District takes no responsibility for the accuracy thereof.
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Union Sanitary District Policy

Effective: 1/1/16 Investment Policy Policy Number 2030

Page 1 of 17

INVESTMENT POLICY

A. Purpose

The purpose of the Union Sanitary District’s (“USD”) Investment Policy is to
establish clear guidelines, objectives, policies and understanding for the Board of
Directors, USD management, responsible employees, citizens and third parties for
the investment of all USD funds. USD funds invested shall provide sufficient
cash flow to meet current and expected operating expenses and to fund capital
requirements as described in USD’s 10-year Capital Improvement Program and
10-year Financial Plan; and enhance the economic status of USD while protecting
its cash. USD shall review this policy as least once annually, and may change its
policies as investment objectives change.

B. Objectives

The objectives of this investment policy are, in order of priority:

1. To assure ongoing compliance with all Federal, State and local laws
governing the investment of public funds;

2. To ensure safety of invested funds;

3. To maintain sufficient liquidity to meet cash flow needs for all operating
requirements which might be reasonably anticipated without requiring a sale
of securities;

4. Maintain a diversified investment portfolio to avoid incurring unreasonable
risks regarding specific security types or individual financial institutes; and

5. To attain a “market average rate of return” consistent with the primary
objectives of safety and liquidity. The expected rate of return on USD’s
portfolio is more specifically defined in Section IV.

C. Prudence
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1. The Prudent Investor Standard shall be used by investment officials, and shall
be applied in the context of managing an overall portfolio. Investment staff
acting in accordance with written procedures and the investment policy and
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exercising due diligence shall be relieved of personal responsibility for an
individual security’s credit risk or market price changes, provided deviations
from expectations are reported within 30 days and appropriate action is taken
to control adverse developments.

2. The Prudent Investor Standard: When investing, reinvesting, purchasing,
acquiring, exchanging, selling, and managing public funds, a trustee shall act
with care, skill, prudence, and diligence under the circumstances then
prevailing, that a prudent person acting in a like capacity and familiarity with
those matters would use in the conduct of funds of a like character and with
like aims, to safeguard the principal and maintain the liquidity needs of the
agency. W.ithin the limitations of this section and considering individual
investments as part of an overall strategy, a trustee is authorized to acquire
investments as authorized by law.

D. Ethics and Conflicts of Interest

Officers and employees involved in the investment process shall refrain from
personal business activity that could conflict with proper execution of the
investment program, or which could impair their ability to make impartial
investment decisions.

I1. OPERATIONS AND PROCEDURAL MATTERS

A. Scope

This investment policy applies to all financial assets and investment activities of
USD except USD’s Deferred Compensation Plan managed by a third party
administrator and invested by individual participants; and USD’s retiree medical
trust held with CalPERS (the CERBT Trust) and pension assets held with
CalPERS since the assets of both plans are managed by CalPERS.

Proceeds of debt issuance shall be invested in accordance with the general
investment philosophy of USD as set forth in this policy; however, such proceeds
are invested in accordance with permitted investment provisions of their specific
bond indentures.

B. Delegation of Authority
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1. Authority to manage USD’s investment program is derived from the
California Government Code Sections 53600 et seq., and USD’s Charter.

2. With the approval of the Board of Directors, USD may engage the services of
an external investment advisor to assist in the management of USD’s
investment portfolio in a manner consistent with USD’s objectives. Such
external investment advisors may be granted discretion to purchase and sell
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investment securities in accordance with this Investment Policy. Such
discretion will be subject to oversight and other restrictions which are to be
described in a written agreement. Such advisor must be registered under the
Investment Advisers Act of 1940.

3. In accordance with Government Code Section 53607, the Board of Directors
delegates to the General Manager/Treasurer, or his designee, the authority to
invest, sell or exchange securities. This delegation of authority must be
reviewed, and if still applicable, renewed on an annual basis. The Board shall
receive a monthly report of the transactions conducted on its behalf.

Internal Controls

The General Manager/Treasurer is responsible for establishing and maintaining an
internal control structure designed to ensure that the assets of the entity are
protected from loss, theft or misuse. The internal control structure shall be
designed to provide reasonable assurance that these objectives are met. The
concept of reasonable assurance recognizes that (1) the cost of a control should
not exceed the benefits likely to be derived; and (2) the valuation of costs and
benefits requires estimates and judgments by management.

As part of the annual financial audit, USD's external auditor will perform a review
of investment transactions to verify compliance with policies and procedures.

Delivery vs. Payment

All investment transactions of USD shall be conducted using standard delivery-
Vs.-payment procedures.

. Safekeeping of Securities

To protect against potential losses by collapse of individual securities dealers, and
to enhance access to securities, interest payments and maturity proceeds, all
securities owned by USD shall be held in safekeeping by a third party bank trust
department, acting as agent for USD under the terms of a custody agreement
executed by the bank and by USD. The only exception to the foregoing shall be
depository accounts and securities purchases made with: (i) local government
investment pools; (ii) time certificates of deposit, and, (iii) money market mutual
funds, since the purchased securities are not deliverable. Evidence of each of
these investments will be held by USD.

Qualifications and Selection of Broker/Dealers
USD shall purchase investments with security broker/dealers based on their

reliability; trustworthiness; and their expertise in public cash management.
Brokers/dealers must be registered with the state and provide upon request other
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information to determine their creditworthiness and trustworthiness such as proof
of Financial Industry Regulatory Authority (FINRA) registration. A list of
security brokers/dealers USD is doing business with will be provided to the Board
of Directors with the monthly investment report. A copy of the current USD
investment policy will be provided to all security broker/dealers doing business
with USD. It shall be the policy of USD to purchase securities only from
authorized institutions or firms.

For transactions initiated through an external investment advisor, the investment
advisor may use their own list of approved broker/dealers and financial
institutions, which it will maintain and review periodically.

PERMITTED INVESTMENT AND PORTFOLIO RISK MANAGEMENT
A. Authorized Investments

All investments shall be made in accordance with Sections 53600 et seq. of the
Government Code of California and as described within this Investment Policy.
Within the investments permitted by the Government Code, USD seeks to further
restrict eligible investment to the investments listed below. In the event an
apparent discrepancy is found between this Investment Policy and the
Government Code, the more restrictive parameters will take precedence.
Percentage holding limits listed in this section apply at the time the security is
purchased.

1. U.S. Treasury securities not exceeding five (5) years to final maturity.
There is no limitation as to the percentage of the portfolio that may be
invested in this category.

2. Federal agency or United States government-sponsored enterprise
obligations, participations, or other instruments, including those issued by
or fully guaranteed as to principal and interest by federal agencies or
United States government-sponsored enterprises, provided that there shall
be no maximum allowable investment in such securities Purchases of
Federal Agency mortgage-backed securities issued by or fully guaranteed
as to principal and interest by government agencies are limited to a
maximum of 20 % of the portfolio.

3. Eligible Banker’s acceptances, highest letter and numerical short term debt
ratings by a National Recognized Standard Rating Organization (NRSRO)
and an Al or P1 or equivalent rating, if any, of other debt, shall have a
maximum duration of one hundred eighty (180) days. The aggregate
investment in banker’s acceptances shall not exceed forty percent (40%)
of USD’s total portfolio, and no more than five percent (5%) of the
District’s total portfolio shall be invested in banker’s acceptances of any
one bank.
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4. Bank Deposits. FDIC insured or fully collateralized demand deposit

accounts, savings accounts, market rate accounts, time certificates of
deposits (“TCDs”) and other types of bank deposits in financial
institutions located in California.  Bank deposits shall meet the
requirements for deposit under Government Code Section 53630 et. seq.
To be eligible to receive USD deposits, the financial institution must have
received a minimum overall satisfactory rating for meeting the credit
needs of California Communities in its most recent evaluation, as provided
in Government Code Section 53635.2. Deposits are required to be
collateralized as specified under Government Code Section 53630 et. seq.
The General Manager/Treasurer, at his or her discretion, may waive the
collateralization requirements for any portion that is covered by federal
deposit insurance. USD shall have a signed agreement with all
depositories receiving USD deposits per Government Code Section 53649.
The maturity of time deposits may not exceed 5 years. There is no limit
on the percentage of the portfolio that may be invested in bank deposits.
However, a maximum of 20 percent of the portfolio may be invested in
time deposits.

Certificates of deposit placed through a deposit placement service shall
meet the requirements under Government Code Section 53601.8. The full
amount of the principal and the interest that may be accrued during the
maximum term of each certificate of deposit shall at all times be insured
by federal deposit insurance. The maximum term for placement service
certificates of deposit shall be 5 years. The combined amount invested in
placement service certificates of deposit and negotiable certificates of
deposit shall not exceed 30% of the portfolio.

Negotiable certificates of deposit (NCDs issued by a nationally or state-
charted bank, a savings association or a federal association (as defined by
Section 5102 by the Financial Code), a state or federal credit union, or by
a federally licensed or state-licensed branch of a foreign bank. Purchases
of NCDs shall not exceed thirty percent (30%) of the total portfolio and
will have a maturity date not to exceed five (5) years.

7. Repurchase agreements, provided that:

a. The maximum maturity of repurchase agreements shall be 90 days;

b. No more than 10% of the portfolio shall be invested in repurchase
agreements;

c. Repurchase agreements shall be fully secured by deliverable U.S.
Treasury and Federal Agency obligations as described under Sections
111 (Al-2) of this policy (without limit to maturity) having a market
value at all times of at least one hundred two percent (102%) of the
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amount of the contract. If additional collateral is required then that
collateral must be delivered within one business day (if a collateral
deficiency is not corrected within this time frame, the collateral
securities will be liquidated);

Securities used as collateral for repurchase agreements, shall be free
and clear of any lien and be held by USD’s custodian bank or an
independent third-party custodian acting solely as agent for the USD,
provided such third party is not the seller under the repurchase
agreement;

The repurchase agreements are the subject of a master repurchase
agreement or a specific written repurchase agreement between USD
and the provider of the repurchase agreement; and

The counterparty meets the following criteria:

(i) The counterparty must be a primary government securities dealer
who reports daily to the Federal Reserve Bank of New York, or
a bank, savings and loan association, or diversified securities
broker-dealer having $5 billion in assets and $500 million in
capital and subject to regulation of capital standards by any
state or federal regulatory agency;

(if) Has a long-term credit rating of at least ‘AA’ or the equivalent
from a NRSRO;

(iii)Has been in operation for at least 5 years; and

(iv)Is reputable among market participants.

8. Commercial Paper with the highest letter and numerical short term debt
ratings by a NRSRO and Al or P1 or equivalent rating with a corporation
organized and operating in the United States and has assets in excess of
five hundred million dollars ($500,000,000). No more than twenty-five
percent (25%) of the portfolio shall be invested in commercial paper and
no more than five percent (5%) of USD’s total portfolio shall be invested
in the commercial paper of any one issuer. Maximum maturity shall not
exceed two hundred seventy (270) days

9. State of California’s Local Agency Investment Fund (“LAIF”), pursuant to
California Code Section 16429.1. A maximum of seventy percent (70%)
of USD’s funds or the limit permitted by the State may be invested in
LAIF, whichever is less;
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Corporate medium-term notes, defined as all corporate and depository
institution debt securities with a maximum remaining maturity of five
years or less, issued by corporations organized and operating within the
United States or by depository institutions licensed by the United States or
any state and operating within the United Sates. Notes eligible for
investment under this subdivision shall be rated A or better by a NRSRO.
Purchases may not exceed thirty percent (30%) of invested funds and five
percent (5%) of the total portfolio of any one issuer’s securities.

Municipal Obligations. USD may purchase municipal obligations in the
following categories.

a. USD Bonds — Bonds issued by USD, including bonds payable solely
out of the revenues from a revenue-producing property owned,
controlled, or operated by USD or by a department, board, agency, or
authority of USD.

b. California State Obligations — Registered state warrants or treasury
notes or bonds of the State of California, including bonds payable
solely out of the revenues from a revenue-producing property owned,
controlled, or operated by the State or by a department, board, agency,
or authority of the State.

c. Local Agency Bonds — Bonds, notes, warrants, or other evidences of
indebtedness of any local agency within the State of California,
including bonds payable solely out of the revenues from a revenue-
producing property owned, controlled, or operated by the local agency,
or by a department, board, agency, or authority of the local agency.

With the exception of obligations issued by USD, purchases of municipal
obligations are limited to securities rated at least in the “A” (long-term) or
“A-1" (short-term), or their equivalents, by a NRSRO. Obligations shall
have a maximum maturity of five years. A maximum of thirty percent
(30%) of the portfolio may be invested in this category. The amount
invested with any one issuer shall not exceed ten percent (10%) of the
portfolio.

12. Money market mutual funds, provided that such funds

a. Are registered with the Securities and Exchange Commission and are
rated “AAAmM” or its equivalent by not less than two NRSROs; or have
retained an investment adviser registered or exempt from registration
with the Securities and Exchange Commission with not less than five
years’ experience managing money market mutual funds with assets
under management in excess of $500 million;
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b. The purchase price of shares shall not exceed twenty percent (20%) of
USD’s portfolio; and

c. If USD has funds invested in a money market fund, a copy of fund’s
information statement shall be maintained on file for due diligence. In
addition, the General Manager/Treasurer should review the fund’s
summary holdings on a quarterly basis.

Shares of beneficial interest issued by a joint powers authority organized
pursuant to Section 6509.7 that invests in the securities and obligations
authorized in subdivisions (a) to (0) as provided, provided that

a. A maximum of fifty percent (50%) of USD’s funds may be invested in
the shares of any one investment pool,

b. The pool’s investment advisor meets the requirements of 53601(p);
c. The pool seeks to maintain a stable Net Asset Value (“NAV”);
d. The pool is rated “AAAM” or its equivalent by a NRSRO; and

e. If USD has funds invested in a pool, a copy of pool’s information
statement shall be maintained on file for due diligence. In addition,
the General Manager/Treasurer should review the pool’s summary
holdings on a quarterly basis.

United States dollar denominated senior unsecured unsubordinated
obligations issued or unconditionally guaranteed by the International Bank
for Reconstruction and Development, International Finance Corporation,
or the Inter-American Development Bank, with a maximum remaining
maturity of five years or less, and eligible for purchase and sale within the
United States. Investments under this subdivision shall be rated “AA” or
better by an NRSRO and shall not exceed thirty percent (30%)f the
agency’s moneys that may be invested pursuant to this section.

B. Prohibited Investment Vehicles and Practices

State law notwithstanding, any investments not specifically described
herein are prohibited, including, but not limited to, mutual funds.

In accordance with Government Code Section 53601.6, investment in
inverse floaters, range notes, or mortgage derived interest-only strips is
prohibited.
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In accordance with Government Code Section 53601.6, investment in any
security that could result in a zero interest accrual if held to maturity is
prohibited.

Trading securities for the sole purpose of speculating on the future
direction of interest rates is prohibited.

Purchasing or selling securities on margin is prohibited.

The use of reverse repurchase agreements, securities lending or any other
form of borrowing or leverage is prohibited.

USD is not permitted to deposit funds into any state or federal credit
union, if a member of the Board of Directors, or any person with
investment decision making authority also serves on the board of
directors, or any committee appointed by the board of directors, or the
credit committee or supervisory committee, of the state or federal credit
union.

C. Mitigating Credit Risk in the Portfolio

Credit risk is the risk that a security or a portfolio will lose some or all of its value
due to a real or perceived change in the ability of the issuer to repay its debt.
USD shall mitigate credit risk by adopting the following strategies:

1.

The diversification requirements included in Section 11l (A) are designed
to mitigate credit risk in the portfolio;

No more than 10% of the total portfolio may be invested in securities of
any single issuer, other than LAIF, local government investment pools, all
U.S. Government, its agencies and instrumentalities. In regards to
commercial paper and medium-term notes no more than five percent (5%)
of the total two combined shall be with the same issuing company; and

USD may elect to sell a security prior to its maturity and record a capital
gain or loss in order to improve the quality, liquidity or yield of the
portfolio in response to market conditions or USD’s risk preferences; and

If securities owned by USD are downgraded by a NRSRO to a level below
the quality required by this Investment Policy, it shall be USD’s policy to
review the credit situation and make a determination as to whether to sell
or retain such securities in the portfolio. Please see Appendix A for credit
ratings.
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a. If a security is downgraded two rating categories below the level
required by USD (A, depending on the rating Agency), the security
shall be sold immediately.

b. If a security is downgraded one rating category below the level
required by this policy, USD will use discretion in determining
whether to sell or hold the security based on its current maturity, the
loss in value, the economic outlook for the issuer, and other relevant
factors.

c. If a decision is made to retain a downgraded security in the portfolio,
its presence in the portfolio will be monitored and reported monthly to
USD’s Board of Directors.

IV. INVESTMENT PERFORMANCE OBJECTIVES

A 12-month rolling average of the 1-year U.S. Treasury yield may serve as a
reasonable benchmark for the total current portfolio.

V. INVESTMENT GUIDELINES
A. Liquidity

1. A minimum of ten percent (10%) of USD’s funds shall be invested in liquid
investments such as LAIF or CAMP to ensure adequate cash reserves to pay
current expenses. Any changes to investments or new investments approved
by the state shall require an amendment to the policy approval by the Board.

2. If USD uses an investment advisor, USD’s General Manager/Treasurer shall
communicate periodically with the investment adviser in order to keep the
adviser informed as to USD’s specific short-term liquidity requirements.

B. Maximum Maturities

1. To the extent possible, investments shall be matched with anticipated cash
flow requirements and known future liabilities. USD will not invest in
securities maturing more than five (5) years from the date of trade settlement,
unless the Board of Directors has by resolution granted authority to make such
an investment at least three months prior to the date of investment.
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V1. REPORTING, DISCLOSURE AND PROGRAM EVALUATION

A. Monthly Reports

Monthly investment reports shall be submitted by USD finance staff to USD’s
Board of Directors and the General Manager. These reports shall disclose, at a
minimum, the following information about the risk characteristics of USD’s
portfolio:

1.

As asset listing showing par value, cost and accurate and complete market
value of each security, type of investment, issuer name, credit quality, coupon
rate and yield to maturity at cost;

A one or two-page summary report which shows:

a. Weighted average maturity of the portfolio;

b. Maturity distribution of the portfolio;

c. Average monthly yield to maturity at cost for the portfolio for the prior
twelve months compared to the Benchmark Index returns for the same
periods;

d. A list of portfolio transactions;

A statement of compliance with the investment policy, including a schedule of

any transactions or holdings which do not comply with this policy or with the

California Government Code, if any, including a justification for their

presence in the portfolio and a timetable for resolution; and

A statement that USD has adequate funds to meet its cash flow requirements
for the next six months.

5. A list of broker/dealers the District is currently using.

B. Annual Reports
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1.

2.

The investment policy shall be reviewed at least two months before the
current investment policy expires and adopted before the current investment
policy expiresto ensure its consistency with the overall objectives of
preservation of principal, liquidity and return, and its relevance to current law
and financial and economic trends.

The investment program shall be included in the scope of USD’s annual audit.
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C. Periodic Investment Program Review

USD shall retain the services of an expert consultant to perform a thorough
review of the investment program a minimum of once every four years.

This revision supersedes the versions listed below, which are no longer effective.

Title Policy # Effective Date
Investment Policy 2030 11/27/95
Investment Policy 2030 10/11/11
Investment Policy 2030 9/24/12
Investment Policy 2030 9/22/14
Investment Policy 2030 1/1/15
Approved by: Board of Directors
Author/owner: Business Services Manager/Chief Financial Officer
Reviewers: General Manager, Senior Accountant and Principal Financial
Analyst
Notify Person: Business Services Manager/Chief Financial Officer
Revision frequency: Annually
Next Review: 11/1/16 (two months before the effective policy expires)
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GLOSSARY OF INVESTMENT TERMS

Asset-backed security. A security supported by assets such as automobile loans or
other consumer receivables which are placed with a trustee for the benefit of the owners
of the security.

Banker’s acceptance. A high quality, short term money market instrument used to
finance international trade. There has never been an instance of a failure to pay a banker’s
acceptance in full at its maturity date.

Benchmark. A segment of the securities market with characteristics similar to the
subject portfolio. It is used to compare portfolio performance to the performance of the
appropriate segment of the market.

Callable Security. Callable securities are those which contain an option allowing the
issuer to retire the security prior to its final maturity date. If the level of interest rates
falls sufficiently, the issuer of the bond will exercise the option and call the bond away
from the investor. The issuer can save money by issuing new bonds at lower rates.
Types of callable bonds can range from “one-time” to “quarterly” to “continuous” calls.

CAMP (California Asset Management Program). A pooled investment vehicle and
Joint Powers Authority for local agencies in California which manages the California
Asset Management Trust.

Commercial paper. Short term, negotiable unsecured promissory notes of corporations.

Delivery vs. payment. A securities industry procedure in which payment for a security
is not released until the security is delivered to the customer’s bank custodial account.

Inverse floaters. A security with an interest rate which changes periodically in the
opposite direction to the change in the general level of interest rates.

Investment Official. An individual who is authorized to make investment decisions and
execute investments of funds on behalf of USD.

Leverage. An investment practice in which the investor borrows money in order to
increase the amount invested.

Local Agency Investment Fund (LAIF). A pooled investment vehicle for local
agencies in California sponsored by the State of California and administered by the State
Treasurer.

Market cycle. A market cycle is defined as a period of time which includes a minimum

of two consecutive quarters of falling interest rates followed by a minimum of two
consecutive quarters of rising interest rates.
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Money market mutual fund. A mutual fund which invests in short term money market
instruments only, and which has as an investment objective.

Nationally Recognized Statistical Rating Organization (NRSRO). A credit rating
agency which issues credit ratings that the US Securities and Exchange Commission
(SEC) permits other financial firms to use for certain regulatory purposes. Commonly
used NRSROs are Moody’s Investor Service, Standard & Poor’s, and Fitch Ratings.

Negotiable certificate of deposit. A large denomination certificate of deposit which can
be sold in the open market prior to maturity.

Range notes. Fixed income securities which pay interest only under certain conditions
wh