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statutes, regulations, rulings and judicial decisions and assuming the accuracy of certain representations and compliance with certain covenants in the
Installment Purchase Agreement (defined hereinafter), the Trust Agreement (defined hereinafter) and the requirements of the Internal Revenue Code of
1986, as amended (the 1986 Code”), the portion of each Installment Purchase Payment (defined hereinafter) constituting interest is excluded from
gross income for federal income tax purposes, and such interest is not an item of tax preference for purposes of calculating the federal alternative
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accrues to the owner of the Certificate is excluded from the gross income of such owner for federal income tax purposes, is not an item of tax preference
for purposes of the federal alternative minimum tax imposed on individuals or corporations, and is exempt from California personal income tax. See

“TAX EXEMPTION" herein.

$16,100,000
CERTIFICATES OF PARTICIPATION
(LITTLEROCK DAM PROJECT)
SERIES 1993A

Evidencing Proportionate Interests of the Owners
Thereof in Instaliment Purchase Payments to be Made by the

PALMDALE WATER DISTRICT

(Los Angeles, County, California)
as the Purchase Price for Certain Property Pursuant to an
Instaliment Purchase Agreement with the
Palmdale Water District Public Facilities Corporation
a California Public Benefit Non-Profit Corporation

Dated: March 1, 1993 Due: October 1, as shown below

The Certificates (defined hereinafter) are being issued to provide moneys for: (i) the costs of certain capital improvements to the Littlerock Dam (the
“Project”), (ii) the cost of the municipal bond insurance policy premium, (iii) the funding of interest due with respect to the Certificates to April 1, 1995, (iv) the
funding of a debt service reserve fund and (v) the costs of issuing the Certificates.

The Certificates will be issued in book-entry form, initially registered in the name of Cede & Co., New York, New York as nominee of The Depository Trust
Company (“DTC”), New York, New York. Interest due with respect to the Certificates is payable semiannually on October 1 and April 1 (each an “Interest
Payment Date”), of each year until their respective stated maturity dates, commencing on October 1, 1993. Purchasers will not receive certificates representing
their interest in the Certificates. Individual purchases wil be in principal amounts of $5,000 or in any integral multiples thereof. Payments of principal and interest
will be paid by State Street Bank and Trust Company of California, N.A., Los Angeles, California, as trustee, registrar and paying agent (the “Trustee”) to DTC
for subsequent disbursement to DTC Participants who will remit such payments to the beneficial owners of the Certificates. See “APPENDIX E — Book-Entry
Only System” hereto.

The Certificates are subject to prepayment and redemption prior to maturity. Seec “THE CERTIFICATES — Redemption” herein.

The District is required under the Installment Purchase Agreement to make Installment Purchase Payments from Net Revenues (defined hereinafter) of the
District. Installment Purchase Payments are scheduled in amounts sufficient to pay, when due, the annual principal and interest with respect to the Certificates.
The District has covenanted under the Installment Purchase Agreement to set rates and charges to its customers which will insure Net Revenues equal to at least
110% of the annual principal and interest payments due with respect to the Certificates and the annual principal and interest payments due with respect to any
parity obligations in each year.

Payment of the principal of, and interest due with respect to the Certificates will be insured by a municipal bond insurance policy issued by MUNICIPAL
BOND lNVESTORg ASSURANCE CORPORATION simultaneously with the delivery of the Certificates. See “CERTIFICATE INSURANCE” herein.
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The oblﬁxtion of the District to make Installment Purchase Payments does not constitute an obligation of the District for which the District is obligated
to levy orB ge any form of taxation or for which the District has levied or pledged any form of taxation. The obligation of the District to make Installment
ayments under the Installment Purchase Agreement does not constitute a debt or indebtedness of the District, the City of Palmdale, the County of
Los Angeles, the State of California or any of its political subdivisions within the meaning of any constitutional or statutory debt limitation or restriction.

The District has previously incurred certain obligations that are outstanding and that are secured by and payable from Net Revenues on a basis equal to the
Installment Purchase Payments. See “THE DEBT STRUCTURE OF THE DISTRICT — Parity Obligations” herein.

This cover page contains certain information for general reference only. It is not a summary of this financing. Investors are advised to read the entire Official
Statement to obtain information essential to the making of an informed investment decision.

MATURITY SCHEDULE

Maturity Principal Interest Maturity Principal Interest

(October 1) Amount _Rate Yield (October 1) Amount Rate Yield
1996 $275,000 3.75% 3.75% 2004 $390,000 5.00% 5.15%
1997 290,000 4.00 4.10 2005 410,000 5.10 5.25
1998 300,000 4.10 4.25 2006 430,000 5.25 5.35
1999 310,000 4.35 4.45 2007 455,000 5.25 5.40
2000 325,000 4.50 4.65 2008 480,000 5.30 5.45
2001 340,000 4.75 4.85 2009 505,000 5.40 5.50
2002 355,000 4.90 5.00 2010 530,000 5.50 5.60
2003 375,000 5.00 5.10

$4,640,000 5.60% Term Certificates Due October 1, 2017 price: 98%
$5,690,000 5.75% Term Certificates Due October 1, 2023 price: 99.5%
(Plus accrued interest from March 1, 1993)

The certificates are offered when, as and if issued and received by the A.G. Edwards & Sons, Inc. (the “Underwriter”), subject to the approval as to their
legality by Stradling, Yocca, Carlson & Rauth, a Professional Corporation, Newport Beach, California, Special Counsel, and certain other conditions. Certain legal
matters will be passed upon for the Underwriter by Nossaman, Guthner, Knox & Elliott, Los Angeles, California and for the District by Lagerlof, Senecal,
Drescher & Swift, Pasadena, California. It is anticipated that the Certificates in definitive form will be available for delivery to DTC in New York, New York on or

about March 31, 1993.
_A.G Edwards & Sons. Inc

Dated: March 23, 1993



No dealer, broker, salesperson or other person has been authorized by the District or
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 the District or Underwriter. This Official Statement does not
constitute an offer to sell or the solicitation of an offer to buy nor shall there be any sale of the
Certificates by a person in any jurisdiction in which it is unlawful for such person to make such
an offer, solicitation or sale.

This Official Statement is not to be construed as a contract with the purchasers of the
Certificates. Statements contained in this Official Statement which involve estimates, forecasts
or matters of opinion, whether or not expressly so described herein, are intended solely as such
and are not to be construed as a representation of facts.

The information set forth herein has been obtained from sources which are believed to be
reliable but it is not guaranteed as to accuracy or completeness, and is not to be construed as a
representation by the Underwriter. The information and expression of opinion herein are
subject to change without notice and neither delivery of this Official Statement nor any sale
made hereunder shall, under any circumstances, create an implication that there has been no
change in the affairs of the District since the date hereof. All summaries of the Installment
Purchase Agreement and the Trust Agreement, or other documents, are made subject to the
provisions of such documents respectively and do not purport to be complete statements of any
or all of such provisions.

This Official Statement is submitted in connection with the sale of the Certificates
referred to herein and may not be reproduced or used, in whole or in part, of any other
purposes.

SECURITIES ACT OF 1933, AS AMENDED, IN RELIANCE UPON AN EXEMPTION
CONTAINED IN SUCH ACT. THE CERTIFICATES HAVE NOT BEEN REGISTERED
OR QUALIFIED UNDER THE SECURITIES LAW OF ANY STATE.

IN CONNECTION WITH THIS OFFERING, THE UNDERWRITER MAY OVER-
ALLOT OR EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE
MARKET PRICE OF THE CERTIFICATES AT A LEVEL ABOUT THAT WHICH
MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH STABILIZING, IF
COMMENCED, MAY BE DISCONTINUED AT ANY TIME.
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OFFICIAL STATEMENT

$16,100,000
CERTIFICATES OF PARTICIPATION
(LITTLEROCK DAM PROJECT)
SERIES 1993A
Evidencing Proportionate Interest of the Owners
Thereof in Installment Purchase Payments to be Made by the
PALMDALE WATER DISTRICT
(Los Angeles County, California)
as the Purchase Price for Certain Property Pursuant to an
Installment Purchase Agreement with the
Palmdale Water District Public Facilities Corporation
a California Public Benefit Non-Profit Corporation

INTRODUCTION

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, this
Official Statement, including the cover page and appendices hereto, and the documents
summarized or described herein. A complete review should be made of the entire Official
Statement. The offering of the Certificates of Participation (Littlerock Dam Project), Series
1993A (the "Certificates") is made only by means of this Official Statement.

This Official Statement, which includes the cover page, table of contents and appendices,
provides certain information concerning the offering of, the Certificates in the aggregate principal
amount of $16,100,000, representing the direct and proportionate interests of the registered owners
thereof (collectively, the "Owners") in payments to be made by the Palmdale Water District (the
"District"), located in the County of Los Angeles (the "County"), State of California (the "State"),
as the purchase price for the Project (defined hereinafter) pursuant to an installment purchase
agreement, by and between the District and the Palmdale Water District Public Facilities
Corporation (the "Corporation") dated as of March 1, 1993 (the "Installment Purchase Agreement").
The Certificates are being issued to provide moneys for (i) the costs of certain capital improvements
to the Littlerock Dam (the "Project”), (ii) the cost of the municipal bond insurance policy premium,
(ii1) the funding of interest due with respect to the Certificates to April 1, 1995, (iv) the funding of a
debt service reserve fund and (v) the costs of issuing the Certificates.

The Certificates are being issued pursuant to a trust agreement by and among the District, the
Corporation and State Street Bank and Trust Company of California, N.A., Los Angeles, California,
as trustee, registrar and paying agent (the "Trustee") dated as of March 1, 1993 (the "Trust
Agreement"”). The principal and interest due with respect to the Certificates will be paid from
installment purchase payments made by the District, as purchaser, to the Corporation, as seller,
pursuant to the Installment Purchase Agreement (the "Installment Purchase Payments"). Payment of
the Certificates and interest due with respect thereon will be additionally secured by an assignment
agreement by and between the Corporation and the Trustee dated as of March 1, 1993 (the
"Assignment Agreement"), whereby the Corporation has assigned to the Trustee, for the benefit of
the Owners, (i) its right to amounts payable by the District under the Installment Purchase
Agreement, (ii) its rights to receive Net Proceeds (defined hereinafter) from any condemnation or
iinsfurz;nce award in connection with the Project and (iii) its rights to enforce amounts payable upon

efault.

The Certificates are issuable in book-entry only form without coupons, in the denominations
of $5,000 each or any integral multiple thereof. The principal and interest due with respect to the



Certificates will be paid directly to Cede & Co. by the Trustee as long as DTC (defined hereinafter),
or its nominee, Cede & Co. is the registered owner of the Certificates. See "APPENDIX E - Book-

Entry Only System" hereto.

The District is required to pay to the Trustee, from Net Revenues (defined hereinafter) of the
District, Installment Purchase Payments which are designed to be sufficient in both time and amount
to pay, when due, the principal of and interest due with respect to the Certificates. The District has
covenanted in the Installment Purchase Agreement to set rates and charges for its services which will
insure Net Revenues equal to at least 110% of the annual principal and interest requirements with
respect to the Certificates and all parity obligations. The Installment Purchase Agreement provides
that such obligation is a special obligation of the District and does not constitute an obligation of the
District for which the District is obligated to levy or pledge any form of taxation or for which the
District has levied any form of taxation. The obligation of the District to make Installment Purchase
Payments does not constitute a debt of the District, the City of Palmdale, the County, the State or
any of its political subdivisions, and does not constitute an indebtedness within the meaning of any
constitutional or statutory debt limitation or restriction. For financial information with respect to the
District, see "THE DISTRICT - Operating Results" herein and "APPENDIX B - Audited
Financial Statements of the Palmdale Water District as of December 31, 1991 and 1990"
hereto. General economic and demographic data on the City of Palmdale and the County of Los
Angeles is contained in "APPENDIX A" hereto.

The District has previously incurred certain parity obligations that are outstanding in the form
of $11,540,000 Certificates of Participation (Refunding and Water Facilities Improvement Project)
Series 1991 (the "1991 Certificates"). As of the date hereof, $10,790,000 principal amount of the
199] Certificates are outstanding. The 1991 Certificates are secured by an irrevocable first lien on
and payable from Net Revenues. The irrevocable first lien securing the payment of the 1991
Certificates from the Net Revenues is on a parity with the Installment Purchase Payments to be made
with respect to the Certificates. See "THE DISTRICT - Parity Obligations" herein.

ESTIMATED SOURCES AND USES OF PROCEEDS

The proceeds to be received from the sale of the Certificates are anticipated to be deposited
as follows:

Sources:
Principal Amount of Certificates $16,100,000.00
Less: Original Issue Discount <177,735.85>
Accrued Interest 72.530.42
Total Sources $15,994,794.57
Uses:
Deposit to Installment Payment Fund’ $1,738,274.57
Deposit to Project Fund 12,727,622.50
Deposit to Reserve Fund 1,150,052.50
Deposit to Costs of Issuance Fund? 275,000.00
Underwriter's Discount 103,845.00
Total Uses $15,994,794.57
! Represents accrued interest, plus interest capitalized to April 1, 1995.
2 Includes the premium in connection with the municipal bond insurance policy.



THE CERTIFICATES

General

The Certificates will be issued in the aggregate principal amount of $16,100,000 will be
dated March 1, 1993, will bear interest from their date at the rates per annum set forth on the cover
page hereof, payable semiannually on October 1 and April 1 (each an "Interest Payment Date") of
each year, commencing October 1, 1993, and will mature on October 1 in each year of the
designated years in the principal amounts shown on the cover page hereof.

The Certificates will be issued in book-entry only form, initially registered in the name of
Cede & Co., New York, New York as nominee of The Depository Trust Company ("DTC"), New
York, New York. Purchasers of the Certificates (the "Beneficial Owners") will not receive
certificates representing their interest in the Certificates. Individual purchases will be in principal
amounts of $5,000 or in any integral multiples thereof. Reference herein to "Owners” will mean
Cede & Co., as nominee of DTC and not the Beneficial Owners. Payments of principal and interest
will be paid by the Trustee to DTC for subsequent disbursement to DTC Participants (defined
hereinafter ) who will remit such payments to the Beneficial Owners of the Certificates. ~See

"APPENDIX E - Book-Entry Only System" hereto.

Interest with respect to the Certificates will be payable from the preceding Interest Payment
Date unless such Certificate was executed after the close of business on the fifteenth day of the
month preceding an Interest Payment Date, whether or not such day is a business day, and on or
before the next Interest Payment Date, in which event, interest will be payable from such Interest
Payment Date or such Certificate was dated on or prior to September 15, 1993 in which event
interest will be payable from March 1, 1993, provided, however, that if at the time of delivery of
any Certificate, interest with respect thereto is in default, such interest will be payable from the
Interest Payment Date to which interest has been previously paid or made available for payment.
Interest shall be computed on the basis of a 360 day year comprised of twelve thirty day months.

Redemption

Optional Redemption

The Certificates maturing before October 1, 2003, are not subject to optional redemption
prior to maturity. The Certificates (in amounts not less than $5,000) maturing on or after October
1, 2003 are subject to optional redemption prior to maturity at the option of the District, in whole,
or in part in inverse order of maturity, and if less than all of a maturity is redeemed, then by lot
within such maturity, on any April 1 or October 1 on or after October 1, 2002, from prepayments of
Installment Purchase Payments, at a price equal to the principal amount of each Certificate or
portion thereof to be redeemed, plus accrued interest to the redemption date and a premium (of the
principal amount) computed in accordance with the following schedule:

Redemption Dates Redemption Premium
October 1, 2002 and April 1, 2003 2%
October 1, 2003 and April 1, 2004 1

October 1, 2004 and thereafter 0



Mandatory Sinking Fund Redemption

The Certificates maturing on October 1. 2017 (the "2017 Term Certificates") and October 1,
2023 (the "2023 Term Certificates") are subject to mandatory sinking fund redemption (selected by
lot) prior to maturity from Installment Purchase Payments in the amounts and on the dates set forth
below at a redemption price (in United States currency) equal to the principal amount thereof,
without premium, plus accrued interest to the date of redemption:

2017 Term Certificates

Redemption Redemption
Date Principal Date Principal
(October 1) Amount (October 1) Amount
2011 560,000 2014 660,000
2012 590,000 2015 695,000
2013 625,000 2016 735,000

2017 (maturity) 775,000

2023 Term Certificates

Redemption Redemption
Date Principal Date Principal
(October 1) Amount (October 1) Amount
2018 820,000 2021 970,000
2019 870,000 2022 1,025,000
2020 920,000 2023 (maturity) 1,085,000

Mandatory Redemption in Event of Default

The Certificates are subject to mandatory redemption in whole prior to maturity on any
Interest Payment Date, at the principal amount thereof, without premium, together with accrued
interest to the date fixed for redemption, upon the acceleration of Installment Purchase Payments in
the event of default by the District under the Installment Purchase Agreement.

Mandatory Redemption from Insurance or Condemnation Proceeds

The Certificates are subject to mandatory redemption prior to maturity, in whole or in part on
any Interest Payment Date, without premium together with accrued interest to the date fixed for
redemption, to the extent that the Net Proceeds (defined hereinafter) of an insurance or
condemnation award are not used to repair, reconstruct, or replace the Project pursuant to the
Installment Payment Agreement. See "SUMMARY OF PRINCIPAL LEGAL DOCUMENTS -
The Installment Purchase Agreement".

Notice of Redemption
A notice of such redemption shall be mailed to the respective Owners designated for

redemption at their addresses appearing on the Certificate registration books, at least thirty days but
not more than sixty days prior to the redemption date.



When redemption is authorized, the Trustee shall give notice, at the expense of the District,
of the redemption of the Certificates; provided, however, except for notice of a redemption pursuant
to Section 6.14(d) of the Trust Agreement or notice of a redemption from the proceeds of
obligations issued to refund such Certificates, no such notice shall be given unless sufficient funds
have been deposited with the Trustee to pay the redemption price of the Certificates to be redeemed.

Such notice shall specify: (a) that the Certificates or a designated portion thereof (in the case
of redemption of a Certificate in part but not in whole) are to be redeemed, (b) the date of
redemption, (c) the place or places where the redemption will be made, (d) the redemption price,
such price being the principal amount redeemed plus accrued interest to the date of redemption with
premium, if any, (¢) the date of issue of the Certificates as originally issued; (f) state that the
redemption of the Certificates is subject to there being on deposit with the Trustee on the date of
redemption, moneys sufficient to redeem the portion of the Certificates as set forth in the notice; and
(g) the rate of interest borne by each Certificate being redeemed. Such notice shall further state that
on the specified date there shall become due and payable upon each Certificate, the principal and
premium, if any, together with interest accrued to said date, and that from and after such date
interest with respect thereto shall cease to accrue and be payable.

Notice of redemption shall also be sent by facsimile or by registered or certified mail or
overnight delivery service, at least one day prior to the mailing of such notice to the Owners, to
certain registered securities depositories, national information services and to Municipal Bond
Investors Assurance Corporation at the time and in the manner set forth in the Trust Agreement.

Neither failure to mail any of such notices nor any defect in any of said notices so mailed
shall affect the sufficiency of the proceedings for the redemption of such Certificates.

Effect of Redemption

If, on said date of redemption, moneys for the redemption of all the Certificates to be
redeemed, together with interest to said date of redemption, shall be held by Trustee so as to be
available therefore on such date of redemption, and, if notice of redemption thereof shall have been
given as aforesaid. then, from and after said date of redemption, interest with respect to the
Certificates shall cease to accrue and become payable.

SECURITY AND SOURCES OF PAYMENT FOR THE CERTIFICATES

General

Each Certificate represents a proportionate interest in Installment Purchase Payments to be
made by the District to the Corporation pursuant to the Installment Purchase Agreement. The
Corporation, pursuant to the Assignment Agreement, will assign all its rights under the Installment
Purchase Agreement to the Trustee for the benefit of the Owners, including its right to receive
Installment Purchase Payments and prepayments thereunder. The obligation of the District to make
Installment Purchase Payments constitutes a special obligation of the District payable solely from
and secured by (i) an irrevocable first lien on Net Revenues (defined hereinafter) of the District
(such irrevocable first lien is equal to and on a parity with the irrevocable first lien on the Net
Revenues established with respect to the payment of the 1991 Certificates); (ii) subject to certain
limitations contained in the Littlerock Dam Agreement (defined hereinafter) related to the obligation
of the District to rebuild Littlerock Dam, Net Proceeds of insurance or condemnation proceedings
related to the Project to the extent such Net Proceeds are not used for the repair, reconstruction, or
replacement of the Project pursuant to the Installment Purchase Agreement; and, (iii) subject to the
limitations contained in the Trust Agreement. any interest and other income derived from the



investment of moneys on deposit in certain funds and accounts held by the Trustee for the District
pursuant to the Trust Agreement.

Installment Purchase Payments

Installment Purchase Payments are required to be made by the District under the Installment
Purchase Agreement, on March 15 and September 15 ( each an "Installment Payment Date") of each
year, commencing September 15, 1993, in an amount equal to the Installment Purchase Payments
coming due on the Certificates on the following April 1 and October 1, respectively. The
Installment Purchase Payments and payments of other amounts due under the Installment Purchase
Agreement and the Trust Agreement will be made unconditionally, without abatement, irrespective
of any interference in the use by the District of the Project. The Installment Purchase Agreement
requires that Installment Purchase Payments be deposited in the Installment Purchase Payment Fund
(defined hereinafter) maintained by the Trustee. See "THE DISTRICT - Installment Purchase

Payments" herein.

Net Revenues

The obligation of the District to make Installment Purchase Payments constitutes a special
obligation of the District payable from and secured by an irrevocable first lien on Net Revenues of

the District.

"Net Revenues" is defined in the Trust Agreement, for any fiscal year, as the Revenues
(defined hereinafter) for such fiscal year less the Maintenance and Operation Expenses (defined
hereinafter) for such fiscal year.

"Revenues" is defined in the Trust Agreement to mean all income, rents, rates, fees, charges
and other moneys derived from the District's ownership or operation of the water system, including,
without limiting the generality of the foregoing, (1) all income, rents, rates, fees, charges, business
interruption insurance proceeds, capital improvement fees or other moneys derived by the District
from the sale, furnishing and supplying of the water 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 water system, plus (2) proceeds of the District's share of the County's 1% property tax received
by the District, if any, plus (3) the earnings on and income derived from the investment of such
income, rents, rates, fees, charges, or other moneys, including District reserves, plus (4) the
proceeds of any standby or water availability charges collected by the District, but excluding in all
cases customer deposits or any other deposits or advances subject to refund until such deposits or
advances have become the property of the District and excluding any proceeds of assessments
required by law to be used by the District to pay bonds heretofore or hereafter issued and to pay the
contract payments due under the State Water Project Contract.

"Maintenance and Operation Expenses" is defined in the Trust Agreement to mean the
reasonable and necessary costs paid or incurred by the District for maintaining and operating the
water system of the District, determined in accordance with generally accepted accounting
principles, including all reasonable expenses of management and repair and other expenses necessary
to maintain and preserve the water system of the District in good repair and working order, and
including all administrative costs of the District that are charged directly or apportioned to the
maintenance and operation of the water system of the District, such as salaries and wages of
employees, overhead, insurance, taxes (if any) and insurance premiums, and including all other
reasonable and necessary costs of the District or charges (other than Installment Purchase Payments)
required to be paid by it to comply with the terms of the Installment Purchase Agreement and the
Trust Agreement, such as compensation, reimbursement and indemnification of the Trustee; but
excluding in all cases depreciation, replacement and obsolescence charges or reserves therefor and
amortization of intangibles or other bookkeeping entries of a similar nature.



Rate Covenant

The District has covenanted that it will set rates and charges for water service which will be
at least sufficient to generate, during each fiscal year, Net Revenues equal to 110% of Debt Service
(as defined hereinafter).

"Debt Service", is defined in the Trust Agreement to mean, for any fiscal year, the sum of
(1) the interest accruing during such fiscal year on all outstanding parity bonds (if any), assuming
that all such outstanding serial parity bonds are retired as scheduled and that all such outstanding
parity term bonds are prepaid or paid from sinking fund payments as scheduled (except to the extent
that such interest is to be paid from the proceeds of sale of such bonds), (2) that portion of the
principal amount of all outstanding serial parity bonds maturing on the next succeeding principal
payment date that would have accrued during such fiscal year if such principal amount were deemed
to accrue daily in equal amounts from the preceding principal payment date or during the year
preceding the first principal payment date, as the case may be, (3) that portion of the principal
amount of all outstanding term parity bonds required to be prepaid or paid on the next succeeding
prepayment date (together with the prepayment premiums, if any, thereon) that would have accrued
during such fiscal year if such principal amount (and prepayment premiums) were deemed to accrue
daily in equal amounts from the preceding prepayment date or during the year preceding the first
prepayment date, as the case may be, and (4) that portion of any payments, including the Installment
Purchase Payments, required to be made at the times provided in all parity contract obligations that
would have accrued during such fiscal year if such payments were deemed to accrue daily in equal
amounts from, in each case, the preceding payment date of interest or principal or the date of the
pertinent parity contract obligation, as the case may be.

For purposes of this definition, any parity contract or parity bonds issued or to be issued by
the District which bears interest at a variable rate shall for all purposes hereunder be assumed to bear
interest at a fixed rate equal to the higher of (i) 9.2% and (ii) the highest variable rate borne over the
preceding twenty-four (24) months by outstanding variable rate debt issued by the District or, if no
such variable rate debt is at the time outstanding, by variable rate debt for which the interest rate is
computed by reference to an index comparable to that utilized in determining the interest rate for the
contract then proposed to be entered into or the bonds then proposed to be issued.

Reserve Fund

A debt service reserve fund is established under the Trust Agreement and will be funded
from proceeds of the Certificates in the amount equal to the Reserve Requirement. The term
"Reserve Requirement” is defined in the Trust Agreement to mean the least of (i) 10% of the
original proceeds of the Certificates, (ii) maximum annual debt service on the Certificates, or (iii)
125% of average annual debt service on the Certificates. Moneys in the Reserve Fund are to be
used for the payment of Installment Purchase Payments to the extent amounts in the Installment
Purchase Payment Fund are insufficient therefor. To the extent that moneys in the Reserve Fund
exceed the Reserve Requirement, such excess amount shall be transferred upon written order of the
District to the Trustee first, to the Rebate Fund for the purpose of meeting the District's rebate
obligation to the United States; second, prior to the completion to the completion of the Project, to
the Project Fund (defined hereinafter); and third, to the Installment Purchase Payment Fund. Any
money remaining in the Reserve Fund after all of the principal and interest due with respect to the
Certificates has been paid shall be transferred to the District.

The District may satisfy the Reserve Requirement by the deposit of a surety bond, insurance
policy or letter of credit as set forth in the Trust Agreement.

~



Certificate Insurance

The following information has been furnished by Municipal Bond Investors Assurance
Corporation (the "Insurer") for use in this Official Statement. Reference is made to APPENDIX C

for a specimen of the Insurer's policy.

The Insurer's policy unconditionally and irrevocably guarantees the full and complete
payment required to be made by or on behalf of the Issuer to the Paying Agent or its successor of an
amount equal to (i) the principal of (either at the stated maturity or by an advancement of maturity
pursuant to a mandatory sinking fund payment) and interest on, the Bonds as such payments shall
become due but shall not be so paid (except that in the event of any acceleration of the due date of
such principal by reason of mandatory or optional redemption or acceleration resulting from default
or otherwise, other than any advancement of maturity pursuant to a mandatory sinking fund
payment, the payments guaranteed by the Insurer's policy shall be made in such amounts and at such
times as such payments of principal would have been due had there not been any such acceleration);
and (i) the reimbursement of any such payment which 1s subsequently recovered from any owner of
the Bonds pursuant to a final judgment by a court of competent jurisdiction that such payment
constitutes an avoidable preference to such owner within the meaning of any applicable bankruptcy
law (a "Preference").

The Insurer's policy does not insure against loss of any prepayment premium which may at
any time be payable with respect to any Bond. The Insurer's policy does not, under any
circumstance, insure against loss relating to: (i) optional or mandatory redemptions (other than
mandatory sinking fund redemptions); (ii) any payments to be made on an accelerated basis; (iii)
payments of the purchase price of Bonds upon tender by an owner thereof; or (iv) any Preference
relating to (i) through (iii) above. The Insurer's policy also does not insure against nonpayment of
principal of or interest on the Bonds resulting from the insolvency, negligence or any other act or
omission of the Trustee or any other paying agent for the Bonds.

Upon receipt of telephonic or telegraphic notice, such notice subsequently confirmed in
writing by registered or certified mail, or upon receipt of written notice by registered or certified
mail, by the Insurer from the Trustee or any owner of a Bond the payment of an insured amount for
which is then due, that such required payment has not been made, the Insurer on the due date of
such payment or within one business day after receipt of notice of such nonpayment, whichever is
later, will make a deposit of funds, in an account with Citibank, N.A., in New York, New York, or
its successor, sufficient for the payment of any such insured amounts which are then due. Upon
presentment and surrender of such Bonds or presentment of such other proof of ownership of the
Bonds, together with any appropriate instruments of assignment to evidence the assignment of the
insured amounts due on the Bonds as are paid by the Insurer, and appropriate instruments to effect
the appointment of the Insurer as agent for such owners of the Bonds in any legal proceeding related
to payment of insured amounts on the Bonds, such instruments being in a form satisfactory to
Citibank, N.A., Citibank, N.A. shall disburse to such owners or the Trustee payment of the insured
amounts due on such Bonds, less any amount held by the Trustee for the payment of such insured
amounts and legally available therefor.

The Insurer is the principal operating subsidiary of MBIA Inc., a New York Stock Exchange
listed company. MBIA Inc. is not obligated to pay the debts of or claims against the Insurer. The
Insurer is a limited liability corporation rather than a several liability association. The Insurer is
domiciled in the State of New York and licensed to do business in all 50 states, the District of
Columbia and the Commonwealth of Puerto Rico

As of December 31, 1991, the Insurer had admitted assets of $2.0 billion (audited), total
liabilities of $1.4 billion (audited), and total capital and surplus of $647 million (audited) determined
in accordance with statutory accounting practices prescribed or permitted by insurance regulatory



authorities. As of September 30, 1992, the Insurer had admitted assets of $2.3 billion (unaudited),
total liabilities of $1.6 billion (unaudited), and total capital and surplus of $758 million (unaudited)
determined in accordance with statutory accounting practices prescribed or permitted by insurance
regulatory authorities. Copies of the Insurer's year end financial statements prepared in accordance
with statutory accounting practices are available from the Insurer The address of the Insurer is 113
King Street. Armonk. New York 10504.

Moody's Investors Service rates all bond issues insured by the Insurer "Aaa" and short term
loans "MIG 1", both designated to be of the highest quality.

Standard & Poor's Corporation rates all new issues insured by the Insurer "AAA" Prime
Grade.

The Moody's Investors Service rating of the Insurer should be evaluated independently of the
Standard & Poor's Corporation rating of the Insurer. No application has been made to any other
rating agency in order to obtain additional ratings on the Bonds. The ratings reflect the respective
rating agency's current assessment of the creditworthiness of the Insurer and its ability to pay claims
on its policies of insurance. Any further explanation as to the significance of the above ratings may
be obtained only tfrom the applicable rating agency.

The above ratings are not recommendations to buy. sell or hold the Bonds, and such ratings
may be subject to revision or withdrawal at any time by the rating agencies. Any downward
revision or withdrawal of either or both ratings may have an adverse effect on the market price of

the Bonds.

In the event the Insurer were to become insolvent, any claims arising under a policy of
financial guaranty insurance are excluded from coverage by the California Insurance Guaranty
Association, established pursuant to Article 14.2 (commencing with Section 1063) of Chapter 1 of
Part 2 of Division 1 of the California Insurance Code.

Insurance and Condemnation Awards

Subject to certain limitations contained in the Littlerock Dam Agreement, Net Proceeds of
insurance or condemnation proceedings related to the Project to the extent such Net Proceeds are not
used for the repair, reconstruction, or replacement of the Project pursuant to the Installment
Purchase Agreement will be used by the District to make mandatory redemption payments with
respect to the Certificates. See "SUMMARY OF PRINCIPAL LEGAL DOCUMENTS - The
Installment Purchase Agreement - Insurance" and "THE CERTIFICATES - Redemption -
Mandatory Redemption from Insurance or Condemnation Proceeds" herein.

The term "Net Proceeds". when used with respect to any insurance or condemnation award,
is defined in the Trust Agreement as the gross proceeds from such insurance or condemnation
award, paid with respect to the Project, remaining after payment therefrom of all expenses incurred
in the collection of such gross proceeds.

Acceleration of Installment Purchase Payments

Should the District default under the Installment Purchase Agreement, the Trustee, as
assignee of the Corporation, has the right to: (i) declare all principal components of the unpaid
Installment Purchase Payments, together with accrued interest at the rate or rates specified in the
respective outstanding Certificates, from the immediately preceding Installment Purchase Payment
Date on which payment was made. to be immediatety due and payable, whereupon the same shall be
due and payable, and (i) take whatever action at law or in equity may appear necessary or desirable
to collect the Installment Purchase Payments then due or thereafter to become due. or enforce



performance and observance of any obligation, agreement or covenant of the District under the
Installment Purchase Agreement.

Additional Obligations

The District has the right to issue additional obligations on a parity with the Certificates
provided that (a) the Net Revenues for the most recent audited fiscal year prior to the authorization
of such parity obligation have not been less than 110% the Debt Service for such fiscal year; (b) the
Net Revenues for the most recent audited fiscal year preceding the date of the execution of such
contract or the date of adoption by the Board of Directors of the District of the resolutions
authorizing the issuance of such additional parity obligations as the case may be, including
adjustments to give effect to increases or decreases in the Revenues approved and in effect as of the
date of calculation shall have produced a sum equal to at least 110% of the Debt Service for such
fiscal year plus the Debt Service which would have accrued had such contract been executed or
bonds been issued at the beginning of such fiscal year; and (c) the estimated Net Revenues for the
then current fiscal year and each fiscal year following the issuance of such parity obligation to and
including the first complete fiscal year after the latest date of operation of any uncompleted projects,
as evidenced by a certificate on file with the District, plus (after giving effect to the completion of
all uncompleted projects), an allowance for estimated Net Revenues for each of such Fiscal Years
arising from any increase in the Revenues estimated to be fixed and prescribed and which are
economically feasible and reasonably considered necessary based on projected operations for such
period, as evidenced by a certificate on file with the District, are projected as not less than 110% of
the estimated Debt Service for each such fiscal year including the debt service requirements for such
parity obligations.

THE PROJECT

A portion of the proceeds from the sale of the Certificates is being used to pay for the
Project. Construction of Littlerock Dam and Reservoir (hereinafter the "Dam") was completed in
1924 by the Palmdale Irrigation District, predecessor of the District, and the Littlerock Creek
Irrigation District ("LCID"), pursuant to an agreement by and between the District and LCID. The
title of the Dam is in the name of the District and LCID. The District and LCID have permission to
operate the Dam on public land under a Special Use Permit issued by the United States Forest
Service, Angeles National Forest. The District and LCID share control of the maintenance and
control of the Dam and the rights to water impounded by the Dam pursuant to the aforementioned
agreement between the District and LCID. Pursuant to an agreement by and among the
Corporation, the District and LCID dated as of December 22, 1992 (the "Littlerock Dam
Agreement"), control over the maintenance and operation of the Dam and the rights to the water
impounded by the Dam will be vested in the District for a period of fifty years. At the end of such
period, the control over the maintenance and operation and the rights to the water impounded by the
Dam will return to the District and LCID, jointly.

The Dam is a multiple-arch, reinforced concrete structure with a current usable reservoir
capacity of approximately 600 acre-feet of water.

The Project consists of the improvement of and modification to the structure of the Dam.
The improvements of, and modifications to the Dam will allow water levels to rise to the 3,270 foot
elevation, 12 feet above the present elevation, thereby increasing the reservoir capacity to
approximately 3,500 acre-feet of water. The improvements of and modifications to the Dam will be
pe]gfgvn;e)d in compliance with the safety requirements of the State Department of Water Resources
(l’ " .



The Littlerock Dam Agreement provides, among other things, that the District is under no
obligation to repair, restore or rebuild the Dam under any of the following circumstances:

(1 the Dam is damaged or destroyed to an extent it will cost more than $10,000,000 as
of the effective date of the Littlerock Dam Agreement (as annually adjusted for
inflation) to repair or rebuild the Dam:

) less than 10 years from the date of damage or destruction remain until December 22,
2042; and

(3) laws then in existence will not permit the repair or restoration of the Dam.

THE DISTRICT

General

The District was formed in 1918 by a vote of the people for the principal purpose of
supplying irrigation water to the 4,600 acres then contained in its boundaries. From its formation,
the District has supplied domestic water to the inhabitants within the District.

From the time of its formation until the early 1950's, the District continued to be primarily
agricultural in nature. Transformation of the District from a basically agricultural area to an urban
area occurred simultaneously with activation of Air Force Plant No. 42 in Palmdale and the
increased utilization of Edwards Air Force Base during the early 1950's. Agricultural use of water
in the District steadily diminished to the point that only 51 acre feet of agricultural water was
supplied during 1965. After that year, irrigation demand, if any, was supplied from the District's
domestic system; and effectively, the District became an urban water system.

In 1962, when it became apparent that the District could contract for water from the State
Water Project, inclusion privileges were extended to a large portion of the south Antelope Valley for
the primary purpose of participating in the State’s Supplemental Water Program. As a result of this,
the area of the District was expanded during the latter part of 1962 and the early part of 1963 from
approximately 7,000 acres to approximately 74,000 acres. This area includes the Littlerock Creek
drainage area located in the Angeles National Forest. Bxclusive of the area within the Angeles
National Forest, the current service area of the District is approximately 40,730 acres. The service
area is largely undeveloped and uninhabited but possesses the potential for urban, commercial, and
industrial development.

In 1973, the name of the Palmdale Irrigation District was changed to Palmdale Water District
by Resolution No. 73-3. The name was changed to eliminate public confusion; however, the
District still operates as an "Irrigation District” as such term is defined in Division 11 of the
California Water Code.

General economic information with respect to the City of Palmdale and the County of Los
Angeles is contained in "APPENDIX A" hereto.

it



Board of Directors

The District is governed by a five member Board of Directors elected at-large within the
District for staggered terms of four years. The term of office of two directors expires in November

of 1993.

LESLIE O. CARTER, PRESIDENT:
-- Term of Office expires November 1995
-- Retired Senior Field Services Engineer (electronics)

JOHN M. SIDWELL, VICE PRESIDENT:
-- Term of Office expires November 1995
-- Employed as a Surveyor by the County of Los Angeles

NOLAN NEGAARD, SECRETARY
-- Term of office expires November 1993
-- Retired School Teacher

J. B. FREEMAN, ASSISTANT SECRETARY:
Term of Office expires November 1995
-- Retired Production Supervisor

WALTER M. DAHLITZ, DIRECTOR:
-- Term of Office expires November 1993
Retired Chemical Engineer

Management

Harold M. Fones, General Manager. Mr. Fones assumed the duties of General Manager in April,
1990. Mr. Fones, through his four superintendents, administers a variety of services including
production, engineering, administration, and maintenance. Prior to appointment as the General
Manager, Mr. Fones served as Utility Engineer for the City of San Luis Obispo and before that was
General Manager of the East Valley Water District, General Manager of Yuba County Water
District, Public Works Director in Methuen, Massachusetts, and Public Works Director in
Piedmont, California. Mr. Fones is a licensed Civil Engineer in California and is a graduate of the
University of California at Berkeley with a B.S. Degree in Civil Engineering.

Dennis D. LaMoreaux, Assistant Engineer-Manager. Mr. LaMoreaux has been employed by the
District since March, 1989 as the Assistant Engineer-Manager. His responsibilities include
construction project management, construction inspection, engineering design, and checking of plans
submitted for developments. He also assumes the responsibilities of the General Manager in the
General Manager's absence and is in charge of a staff of nine. His previous employment was with
private consulting firms in California and Wyoming. He was involved in design and inspection of
projects. He is licensed as a Civil Engineer in California and graduated from the University of
Wyoming with a B.S. Degree in Civil Engineering in 1984.

David J. Myers, Business Manager. Mr. Myers has been employed by the District since June,
1992, as the Business Manager. His responsibilities include management of the functions of the
business office including accounting, personnel, customer service and contract administration. Prior
to joining the District, Mr. Myers was employed with United Cerebral Palsy Associations for 10
years in various positions including Director of Financial Development of the charity's Los Angeles
affiliate and as Executive Director of the Texas affiliate. He graduated with a B.A. degree in
Political Science from California State University, Northridge in 1981.




Budgetary Process

The District operates on a calendar year. Historically, at the closing of each calendar year a
tentative budget is proposed by the District's General Manager based on the previous year's revenues
and expenses, taking into account growth within the District and inflationary factors. The
preliminary budget is then presented to the Board of Directors for their approval and the final budget
is adopted before the close of the calendar year.

Retirement System

The District is a member of the Public Employee's Retirement System ("PERS"),
administered by the State of California, to which contributions are made by the District on behalf of
its employees. The plan administrator indicated the District had a surplus of $47,691 as of June 30,
1992.

Seismic Considerations

The San Andreas Rift Zone traverses the south central portion of the service area in roughly a
northwest-southeast manner. The San Andreas Rift Zone at this locale is actually a system of faults
which include the Cemetery Fault Zone, the Littlerock Fault Zone and the San Andreas Fault Zone.
Both the Cemetery and Littlerock faults are considered to be faults related to the major San Andreas
Fault. Movement within these subsidiary faults can be expected in association with movement in the
San Andreas Fault.

Parity Obligations

The Certificates are secured by an irrevocable first lien on the Net Revenues; such lien is
equal to and on a parity with the irrevocable first lien on the Net Revenues established pursuant to
the issuance of the 1991 Certificates.

In October of 1991, the 1991 Certificates were executed and issued pursuant to a trust
agreement by and among the Corporation, the District and Bank of America National Trust and
Savings Association, as trustee. The 1991 Certificates evidence the proportionate interests in the
owners thereof in installment purchase payments to be made by the District as the purchase price for
certain property pursuant to a restated installment purchase agreement by and between the District
and the Corporation (the "1991 Installment Purchase Agreement"). The proceeds from the sale of
the 1991 Certificates were used (i) to deposit moneys in an irrevocable escrow fund to effect the
legal defeasance of certificates of participation issued in 1985, (ii) to pay capital costs of certain
infrastructure improvements, (iii) to pay the premium of a municipal bond insurance policy issued
by Municipal Bond Investors Assurance Corporation in connection with the 1991 Certificates and
(iv) to pay the costs of issuing the 1991 Certificates. Pursuant to the 1991 Installment Purchase
Agreement, the District is obligated to make installment purchase payments from Net Revenues.

The installment purchase payments due under the 1991 Installment Purchase Agreement are
payable on March 15, and September 15, of each year in amounts equal to the principal and interest
due with respect to the 1991 Certificates coming due on the following April 1, and October 1,
respectively.



Pursuant to the trust agreement in connection with the 1991 Certificates, the remaining
payments of the principal and interest due with respect to the 1991 Certificates are due as shown on
the following table.

Palmdale Water District
Certificates of Participation

Series 1991
Interest Principal Interest Total

Payment Date Component Component Payment

April 1, 1993 $311.,528.75 $311,528.75
October 1, 1993 $900,000 311,528.75 1,211,528.75
April 1, 1994 290,378.75 290,378.75
October 1, 1994 940,000 290,378.75 1,230,378.75
April 1, 1995 267,348.75 267,348.75
October 1, 1995 1,000,000 267,348.75 1,267,348.75
April 1, 1996 242 .348.75 242.348.75
October 1, 1996 135,000 242,348.75 377,348.75
April 1, 1997 238,838.75 238,838.75
October 1, 1997 140,000 238.838.75 378,838.75
April 1, 1998 235,058.75 235,058.75
October 1, 1998 150,000 235,058.75 385,058.75
April 1, 1999 230,858.75 230,858.75
October 1, 1999 160,000 230,858.75 390,858.75
April 1, 2000 226,285.75 226,285.75
October 1, 2000 165,000 226.,285.75 391,258.75
April 1, 2001 221.,391.25 221,391.25
October 1, 2001 175,000 221,391.25 396,391.25
April 1, 2002 216,141.25 216,141.25
October 1, 2002 185,000 216,141.25 401,141.25
April 1, 2003 210.498.75 210,498.75
October 1, 2003 200,000 210,498.75 410,498.75
April 1, 2004 204.298.75 204,298.75
October 1, 2004 210,000 204.298.75 414,298.75
April 1, 2005 197.736.25 197,736.25
October 1, 2005 225,000 197.736.25 422.736.25
April 1, 2006 190,648.75 190,648.75
October 1, 2006 240.000 190.648.75 430,648.75
April 1, 2007 183.,028.75 183,028.75
October 1, 2007 255,000 183.028.75 438,028.75
April 1, 2008 174.868.75 174 .868.75
October 1, 2008 270,000 174.868.75 444 868.75



Interest
Payment Date

April 1, 2009
October 1, 2009
April 1, 2010
October 1, 2010
April 1, 2011
October 1, 2011
April 1, 2012
October 1, 2012
April 1, 2013
October 1, 2013
April 1, 2014
October 1, 2014
April 1, 2015
October 1, 2015
April I, 2016
October 1, 2016
April 1, 2017
October 1, 2017
April 1, 2018
October 1, 2018
April 1, 2019
October 1, 2019
April 1, 2020
October 1, 2020
April 1, 2021
October 1, 2021

Palmdale Water District
Certificates of Participation

Principal
Component
$285,000
305,000
320,000
340,000
365,000
385,000
410,000
435,000
460,000
490,000
520,000
550,000

575,000

$10,790,000.00

Series 1991
(continued)

Interest
Component

$166,600.00
166,600.00
157,871.88
157,871.88
148,531.25
148,531.25
138,731.25
[38,731.25
128,318.75
128,318.75
117,140.63
117,140.63
105,350.00
105,350.00
92.793.75
92,793.75
79,471.88
79.471.88
65.384.38
65,384.38
50,378.13
50,378.13
34.453.13
34,453.13
17,609.38
17,609.38

$9,887,733.75

Total
Payment

$166,600.00
451,600.00
157,871.88
462,871.88
148,531.25
468,531.25
138,731.25
478,731.25
128,318.75
493,318.75
117,140.63
502,140.63
105,350.00
515,350.00
92,793.75
527,793.75
79,471.88
539,471.88
65,384.38
555,384.38
50,378.13
570,378.13
34,453.13
584,453.13
17,609.38
592.609.38

$20,677,733.75



Pursuant to the Trust Agreement, payments of the principal and interest due with respect to the
Certificates are due as shown on the following table.

Palmdale Water District
Certificates of Participation
Series 1993A

Interest Principal Interest Total
Payment Date Component Component Payment
October 1, 1993 $507,712.92 $507,712.92
April 1, 1994 435.182.50 435,182.50
October 1, 1994 435,182.50 435,182.50
April 1, 1995 435,182.50 435,182.50
October 1, 1995 435,182.50 435,182.50
April 1, 1996 435,182.50 435,182.50
October 1, 1996 $275,000.00 435,182.50 710,182.50
April 1, 1997 430,026.25 430,026.25
October 1, 1997 290,000.00 430,026.25 720,026.25
April 1, 1998 424,226.25 424.226.25
October 1, 1998 300,000.00 424.226.25 724.226.25
April 1, 1999 418.076.25 418,076.25
October 1, 1999 310,000.00 418,076.25 728,076.25
April 1, 2000 411,333.75 411,333.75
October 1, 2000 325,000.00 411,333.75 736,333.75
April 1, 2001 404,021.25 404,021.25
October 1, 2001 340,000.00 404,021.25 744.021.25
April 1, 2002 395,946.25 395,946.25
October 1, 2002 355,000.00 395,946.25 750,946.25
April 1, 2003 387,248.75 387,248.75
October 1, 2003 375,000.00 387,248.75 762,248.75
April 1, 2004 377,873.75 377,873.75
October 1, 2004 390,000.00 377.873.75 767,873.75
April 1, 2005 368,123.75 368,123.75
October 1, 2005 410,000.00 368,123.75 778.123.75
April 1, 2006 357,668.75 357,668.75
October 1, 2006 430,000.00 357.668.75 787,668.75
April 1, 2007 346,381.25 346,381.25
October 1, 2007 455,000.00 346,381.25 801,381.25
April 1, 2008 334,437.50 334,437.50
October 1, 2008 480,000.00 334,437.50 814,437.50
April 1, 2009 321,717.50 321,717.50
October 1, 2009 505,000.00 321,717.50 826,717.50
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Palmdale Water District
Certificates of Participation

Series 1993A
{continued)

Interest Principal Interest Total
Payment Date Component Component Payment
April 1. 2010 $308,082.50 $308,082.50
October 1, 2010 $530.000.00 308,082.50 838,082.50
April 1, 2011 293,507.50 293,507.50
October 1, 2011 560,000.00 293,507.50 853,507.50
April 1, 2012 277,827.50 277,827.50
October 1, 2012 590,000.00 277.827.50 867,827.50
April 1, 2013 261,307.50 261,307.50
October 1, 2013 625.,000.00 261,307.50 886,307.50
April 1, 2014 243,807 50 243,807.50
October [, 2014 660,000.00 243,807.50 903,807.50
April 1. 2015 225,327.50 225,327.50
October 1, 2015 695,000.00 225,327.50 920,327.50
April 1, 2016 205,867.50 205,867.50
October 1, 2016 735.,000.00 205,867.50 940,867.50
April 1, 2017 185.287.50 185,287.50
October 1, 2017 775.000.00 185,287 .50 960,287.50
April 1, 2018 163,587.50 163,587.50
October 1, 2018 820.,000.00 163,587.50 983,587.50
April 1, 2019 140.012.50 140,012.50
October 1, 2019 870,000.00 140.012.50 1,010,012.50
April 1, 2020 115,000.00 115,000.00
October 1, 2020 920,000.00 115,000.00 1,035,000.00
April 1, 2021 88.,550.00 88,550.00
October 1, 2021 970,000.00 88.,550.00 1,058,550.00
April 1, 2022 60,662.50 60,662.50
October 1, 2022 1,025,000.00 60.662.50 1,085,662.50
April 1, 2023 31,193.75 31,193.75
October 1, 2023 1,085.000.00 31,193.75 1,116,193.75

$16,100,000.00

$18,273.012.92

]"1

$34,373,012.92



Aggregate Installment Purchase Payments

Payments of the principal and interest due with respect to the Certificates and the
remaining payments of the principal and interest due with respect to the 1991 Certificates are
due as shown on the following table. See "THE DISTRICT - Projected Debt Service
Coverage" herein for a table showing the District's projected debt service coverage of the
Certificates and the 1991 Certificates.

Palmdale Water District
Certificates of Participation

Interest Principal Interest Total
Payment Date Component Component Payment
April 1, 1993 $311,528.75 $311,528.75
October 1, 1993 $900,000.00 819,241.67 1,719,241.67
April 1, 1994 725,561.25 725,561.25
October 1, 1994 940,000.00 725,561.25 1,665,561.25
April 1, 1995 702,531.25 702,531.25
October 1, 1995 1,000,000.00 702,531.25 1,702,531.25
April 1, 1996 677.531.25 677,531.25
October 1, 1996 410,000.00 677,531.25 1,087,531.25
April 1, 1997 668,865.00 668,865.00
October 1, 1997 430,000.00 668,865.00 1,098,865.00
April 1, 1998 659.285.00 659,285.00
October 1, 1998 450,000.00 659.285.00 1,109,285.00
April 1, 1999 648.935.00 648,935.00
October 1, 1999 470,000.00 648.935.00 1,118,935.00
April 1, 2000 637,592.50 637,592.50
October 1, 2000 490.000.00 637,592.50 1,127,592.50
April 1, 2001 625.412.50 625,412.50
October 1, 2001 515,000.00 625,412.50 1,140,412.50
April 1, 2002 612,087.50 612,087.50
October 1, 2002 540,000.00 612,087.50 1,152,087.50
April 1, 2003 597,747.50 597,747.50
October 1, 2003 575.000.00 597,747.50 1,172,747.50
April 1, 2004 582,172.50 582,172.50
October 1, 2004 600,000.00 582,172.50 1,182,172.50
April 1, 2005 565,860.00 565,860.00
October 1, 2005 635.000.00 565,860.00 1,200,860.00
April 1, 2006 548.317.50 548,317.50
October [, 2006 670,000.00 548.317.50 1,218,317.50
April 1, 2007 529,410.00 529,410.00
October 1, 2007 710,000.00 529,410.00 1,239,410.00
April |, 2008 509,306.25 509,306.25
October 1. 2008 750.000.00 509,306.25 1,259,306.25
April 1, 2009 488.317.50 488,317.50
October I, 2009 790.000.00 488.,317.50 1,278,317.50
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Palmdale Water District
Certificates of Participation

(continued)

Interest Principal Interest Total
Payment Date Component Component Payment
April 1, 2010 $465.954.38 $ 465,954.38
October 1, 2010 $835,000.00 465,954 .38 1,300,954.38
April 1, 2011 442 .038.75 442,038.75
October 1, 2011 880,000.00 442 .038.75 1,322,038.75
April 1, 2012 416,558.75 416,558.75
October 1, 2012 930,000.00 416,558.75 1,346,558.75
April 1, 2013 389,626.25 389,626.25
October 1, 2013 990,000.00 389,626.25 1,379,626.25
April 1, 2014 360,948.13 360,948.13
October 1, 2014 1,045,000.00 360,948.13 1,405,948.13
April 1, 2015 330,677.50 330,677.50
October 1, 2015 1,105,000.00 330.677.50 1,435,677.50
April 1, 2016 298.661.25 298,661.25
October 1, 2016 1,170,000.00 298.661.25 1,468,661.25
April 1, 2017 264,759.38 264,759.38
October 1, 2017 1,235,000.00 264,759.38 1,499,759.38
April 1, 2018 228.971.88 228,971.88
October 1, 2018 1,310,000.00 228.,971.88 1,538,971.88
April 1, 2019 190,390.63 190,390.63
October 1, 2019 1.390,000.00 190,390.63 1,580,390.63
April 1, 2020 149.,453.13 149.453.13
October 1, 2020 1,470,000.00 149,453.13 1,619,453.13
April 1, 2021 106,159.38 106,159.38
October 1, 2021 1,545,000.00 106,159.38 1,651,159.38
April 1, 2022 60,662.50 60,662.50
October 1, 2022 1,025,000.00 60,662.50 1,085,662.50
April 1, 2023 31,193.75 31,193.75
October 1, 2023 1,085,000.00 31,193.75 1,116,193.75

$26,890,000.00 $28,160,746.67 $55,050,746.67

Water Supply and Requirements

The District receives its water from three sources: local groundwater, surface water from
Littlerock Creek and imported water from the DWR through the State Water Project ("SWP") .
During 1992, the District received 58% of its water from local groundwater, 19% from surface
water and 23 % from SWP.

Local Groundwater
Natural recharge of the Antelope Valley groundwater basin is accounted for mainly by
watershed areas in the San Gabriel Mountains. Creeks and streams spread runoff from

precipitation in mountains over alluvial fans on the northern slopes. Recharge of the area is
limited by the semi-arid regional climate.
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The District maintains and operates 25 wells in order to provide adequate service. The
wells are the primary source of the domestic water supply within the District. During 1992, the
District received 9,388 acre-feet of water from its wells.

Surface Water

Water from Littlerock Creek and the Santiago Canyon watershed is diverted into the
Littlerock Reservoir which currently has a usable storage capacity of approximately 600 acre-
feet of water; after completion of the Project the storage capacity of the Littlerock Reservoir
will be approximately 3,500 acre-feet. An acre-foot is equivalent to approximately 325,000
gallons and represents the approximate annual needs of one and one-half to two average families
in and around the house. Pursuant to the Littlerock Dam Agreement, the District is entitled to
100% of the storage capacity of the Littlerock Reservoir. During 1992, the District received
3,080 acre-feet of water from the Littlerock Reservoir which represented approximately 19% of
the District's total water deliveries for the year.

In addition to the Littlerock Reservoir, the District maintains and operates Palmdale
Lake a reservoir used to store water from the Dam and SWP. Such reservoir has a storage
capacity of 4,130 acre-feet. The District maintains Palmdale Lake at 100% of total capacity
during the months of May through October and at 75% of capacity from November through
April. During 1992, the District used 6,711 acre-feet from Palmdale Lake.

State Water Project

The District is entitled to receive 17,300 acre-feet of water from SWP, but in 1992, the
District received only 3,631 acre-feet of water, which represented approximately 21% of its
allocation. This amount of water represents approximately 23 % of the water deliveries made by
the District during 1992.

The recent drought in California has led to curtailment of deliveries of water from SWP.
The governor initiated water marketing as a part of the drought contingency. Under this plan, it
was possible to buy other water necessary from farmers fallowing their crops. The State Water
Bank acquired water supplies to meet critical needs consistent with criteria developed by the
Governor of California.

During 1991 the State Water Bank acquired nearly 860,000 acre-feet (an amount
sufficient to meet critical needs of all participants) with additional water remaining for purchase
by bank members.

On March 10, 1992, negotiations were completed for the 1992 California Drought
Emergency Water Bank ("92-Bank"). As of mid-May 1992 signed contracts had been received
from seven sellers with potential supplies of 115,000 acre-feet. Critical needs statewide were
identified for about 150,000 acre-feet. State officials anticipate that the 92-Bank will have
adequate water to meet the critical needs of all bank participants.

The District did not need to make any such purchases from the 92-Bank during 1992.
Nevertheless, the District was able to deliver all the water necessary to its customers from its
local ground water wells and water deliveries from the Reservoir and water from SWP. The
District's future supply will be based on wells and treated water from Palmdale Lake which
receives its water from SWP and the Reservoir. The District's drought plans are to be able to
provide adequate water from either source should the other have a shortfall.

A recent article in the Los Angeles Times reported that officials of the DWR have
"advised the Metropolitan Water District of Southern California and other agencies to expect no
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more than 10% of requested deliveries from the State Water Project [in 1993]." The District
anticipates that, notwithstanding a reduction in water supplies from SWP, it will have adequate
water supplies to provide adequate service.

As reported in an article in the February 25, 1993 edition of the Los Angeles Times,
Governor Wilson declared the drought to be over in California.

New Meter Connections and Consumption

The chart below indicates the new meter connections and water consumption for the
District during calendar years 1981 through 1992.

Palmdale Water District
New Meter Connections and Water Consumption
For Calendar Years 1981-1992

Water
Calendar New Meter Consumption

Year Connections Total Meters MG)
1981 253 6,457 2,103.8
1982 68 6,525 1,835.5
1983 1,066 7,591 1,952.5
1984 828 8,419 2,359.0
1985 1,761 10,180 2,626.8
1986 1,460 11,640 3,251.1
1987 1,637 13,277 3,749.9
1988 1,999 15,276 4,458.4
1989 2,029 17,305 5,339.0
1990 2,291 19,596 5,893.0
1991 2,332 21,928 5,108.7
1992 516 22,444 5,722.9

Source: The District.
Water System Rates and Charges

The District is required to update the Capital Improvement Plan yearly. In general, the
methodology used to determine the fees consists of estimating the cost of needed improvements
for each elevation zone and the District as a whole, estimating the number of services which
provide the base on which the cost will be allocated and then adjusting the capital improvement
fees based upon those estimates.

Revenues of the District may be derived from four sources: (a) water sales, (b) water
services, (c) capital improvement charges, and (d) standby charges.
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Water Rates and Sales

The District increased water rates on November 1, 1990 and then again on December 8,
1992. The District's rates are comparable to other water agencies' rates in the area. A typical
bimonthly water bill is approximately $48.62 per household.

Palmdale Water District
Comparative Water Rates - Average Month
Water Rates at 21 Units Per Month (15,708 Gals.)

Dist. L.A. County Meter 5/8" Meter 1"
#4 Lancaster $15.84 $21.20
#24 Pearblossom $17.29 $23.45
#27 Littlerock $18.25 $25.37
#33 Sun Village $18.26 $25.39
#34 Palmdale $24.23 $30.82
#35 N/E L.A. County $20.56 $26.63
#38 Lake Los Angeles $18.00 $24.87
#39 Rock Creek $31.86 $41.46
Area #1 Quartz Hill W.D. $18.10 $20.10
Area #2 Quartz Hill W.D. $25.70 $27.70
Palmdale Water Dist. $24.31 $29.51

Source: The District.

The District's minimum monthly charge for water is $9.75 per month up to 500 cubic
feet of water per month. Water is charged at $0.91 per 100 cubic feet of water used in excess
of the monthly minimum up to the first 20,000 cubic feet per month, and $0.99 per 100 cubic
feet for usage in excess of 20,000 cubic feet per month. Minimum charges vary according to
meter size. The following table presents the current minimum charges for the supply of water:
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Palmdale Water District
Minimum Water Charges

Volume Of Water

That May Be Used
Minimum Per Month For

Meter Size Monthly Charge Minimum Charge
5/8" x 3/4" $ 9.75 500 Cu. Feet
1" 19.50 1,000 Cu. Feet
1-1/2" 29.25 1,500 Cu. Feet
2" 48.75 2,500 Cu. Feet
3" 97.50 5,000 Cu. Feet
4" 165.75 8,500 Cu. Feet
6" 321.75 16,500 Cu. Feet
8" 516.75 26,500 Cu. Feet
10" 750.75 38,500 Cu. Feet
12" 975.00 50,000 Cu. Feet

Source: The District.

Water Services

This revenue is derived from service requirements to the District's customers. These
charges are made on a "cost plus basis" and are not of a significant nature.

Capital Improvement Fees

A capital improvement fee in the amounts set forth in the following tables is payable to
the District upon application for and before installation or approval of installation of any new
water service. Capital improvement fees as of September 15, 1992 are payable in the following

amounts:
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Palmdale Water District
Capital Improvement Fees

A. Capital Improvement Fees for Single Family Residential Connection Per

System Elevation Zone.

Zones from Which

Allocations Are 2950' and 3200' and 3350' and
Made 2800' Zone 3000' Zones 3250' Zones Higher Zones

Costs Affecting All

Zones $1,214 $1,214 $1,214 $1,214

2800' System Facilities 368 29 29 29

2950" & 3000' System

Facilities 350 77 77

3200" & 3250' System
Facilities 325 485

3350" & Higher System
Facilities 488

Capital Improvement

Fee Per Elevation
System Zone $1,582 $1,593 $1,645 $2,293

B. Capital Improvement Fees for Commercial and Industrial Development
Per Meter or Service Size.

Meter and\or 2950' and 3200' and 3350'and
Service Size 2800' Zone 3000' Zones 3250' Zones Higher Zones
3/4" $1,582 $1,593 $1,646 $2,293
1" 2,810 2,830 2,920 4,080
1-1/2" 6,330 6,370 6,580 9,170
2" 11,250 11,330 11,700 16,310
2-1/2" 17,580 17,700 18,280 25,480
3" 25,310 25,490 26,320 36,690
4" 45,000 45,310 46,790 65,220
6" 101,250 101,950 105,280 146,750
8" 180,000 181,250 187,160 260,890
10" 281,240 283,200 292,440 407,640
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C. Capital Improvement Fees for Commercial and Industrial Development

Based on Fire Flow.
2950' and 3200'and 3350' and

Fire Flow 2800' Zone 3000' Zones 3250' Zones Higher Zones

in GPM $1535-C.1L.E. $1543-C.1.E. $1556-C.L.E. $2189-C.L.E.
1250 $75,000 $75,520 $77,980 $108,700
1500 90,000 90,620 93,580 130,440
1750 105,000 105,730 109,180 152,180
2000 120,000 120,830 124,770 173,930
2250 134,990 135,930 140,370 195,670
2500 149,990 151,040 155,970 217,410
2750 164,990 166,140 171,560 239,150
3000 179,990 181,240 181,160 260,890
3250 194,990 196,350 202,760 282,630
3500 209,990 211,450 218,350 304,370

Source: The District.

Standby Charges

As a supplement to District revenues, the District Board of Directors may fix, levy and
collect water standby assessment or availability charges for the purposes of financing the
acquisition, improvement and expansion of the water system. Currently, the District levies no
standby charges within the District service area.

In 1988, the Legislature enacted the Uniform Standby Charge Procedures Act as
section 54984 et seq. of the California Government Code (the "Act"). The Act provides an
alternative procedure for collecting standby charges.

The Act allows standby charges to be levied for both water and sewer and does not
contain any cap as to the amount of such standby charges. However, the Act further requires
that a noticed public hearing be conducted prior to the implementation of such standby charges
and requires mailed notice of the hearing to be sent to all effected property owners. In the event
protests are received representing 15% or more of the parcels affected, the standby charges must
be taken to an election in which a majority vote is required. In the event protests are received
representing 40% or more of the affected parcels. the proceedings must be abandoned.

In the event the standby charges pass the protest challenge and are successfully
enacted, they may be continued in successive years by action of the governing body, so long as
the amount does not increase. Any increase would require the same protest hearing procedures
as are specified for initial enactment of standby charges under the Act.
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Principal Water Users

The fifteen largest water customers in the District are as follows:

Name

Lockheed

Palmdale High School

Sage Tree Palmdale Ltd.

Sierra Vista Mobile Homes

Monte Vista Community Assoc.
Palmdale School District-Mesa
Federal Aviation Administration
157 Mobile Homes-Clayton Hurley
220 Mobile Homes-Thousand Elm
Village Garden Apts.

Palmdale School District-Mesquite
Palmdale School District (20th St.)
Urban West

Source: The District.

Palmdale Water District
Principal Water Users (1992 Sales)
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Annual

Consumption/

100 Cubic Feet Amount
73,520 $71,379
69,408 67,386
58,572 58,312
44 836 44 407
32,319 31,378
29,322 27,404
28,111 27,292
25,572 24,827
23,296 22,617
14,405 13,463
14,395 13,453
14,271 13,855
14,103 13,180



Historical Operating Results

The following table sets forth historical operating results for the District for the years
1988 through 1992. The historical information for the years 1988 through 1991 has been
excerpted from the District's audited financial statements. The information for the year 1992
has been excerpted from the preliminary financial statements of the District as of December 31,
1992 and is unaudited. See "APPENDIX B - Audited Financial Statements of the Palmdale
Water District as of December 31, 1991 and 1990" hereto.

Palmdale Water District
Historical Operating Results/
for fiscal year ended December 31

1988 1989 1990 1991 19922

Operating revenue $4.238.917 $6.490,233  $6,554,721  $6,329.443 $7,088.754
Operating expenses:
Purchased water 583,422 679,331 994,838 809,151 424,015
Operation and maintenance 2.473.485  2,603.175 3,198,410 3,125,943 3,491,595
General and administrative 1.378.381 1,407,652 1,705,574 2,061,925 2,363,810
Depreciation 1239.074  1.510.212 1,692,163 1,876,229 1,913,716
Service and installation 61,491 111,006 86,886 44,183 68,570
5.735.853  6.311.376 7,677,871 7,917,431 8,261,706
Less capitalized const. <266.868> <244,806> <345,669> <456,923> <500,053>

5,468,985 6,066,570 7,332,202 7,460,508 7,761,653

Operating income (loss) <1,230.068> 423,663 <777,481><1,131,065> <672,899>

Nonogera;ing revenues:

Assessments levied 2.138.888  2.943.312  3.246,504 3,624,116 4,091,536
Interest 907,642 1,380,458 1,793,621 1,583,979 1,223,863
Capital improvement fees 2.974.593 5,684,227 3,632,559 1,214,950 1,017,579
Other 82,993 209,520 211,325 82,809 234,948

6,104,116 10,217,517 8,884,009 6,505,854 6,567,926

Nonoperating expenses:
Interest on long-term debt 615,881 565,636 505,037 383,391 345,975

Amortization 166,263 188.974 208,176 231,168 257,151
Loss on defeasance - - - 158,763 -
782,144 754,610 713,213 773,322 603,126

NET EARNINGS $4,091,904 $9.886.570 $7.393315 $4.601,467 $5,291,901

! Based on the audited financial statements of the District. See "APPENDIX B - Audited Financial Statements of the
Palmdale Water District as of December 31, 1991 and 1990".
2 Ppreliminary.

Source: The District.
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Projected Operating Results

The following table sets forth projected
These projections are bas

1993 through 1997.

operating results for the District for the years
ed upon the District's current rates, current

circumstances and available information that the District believes to be reasonable.

assumptions may be affected by numerous factors and th

projections will be achieved.

Operating revenue’

Operating expenses:
Purchased water?

Operation and maintenance’

General and administrative?

Service and installation?

Depreciation?

Less capitalized construction?
Total operating expenses

Operating income (loss)

Nonoperating revenues:
Assessments-voter approved5

Assessments 1%9
Interest”
Capital improvement fees®
Other?
Total nonoperating revenues

Nonoperating expenses:
Interest, 1966 bonds!?

Interest, 1991 COP/?
Interest, 1993 COP/!
Amortization of SWP/2

Total nonoperating expenses

NET EARNINGS

Source: the District.

ere can be no assurance that such

Palmdale Water District
Projected Statement of Earnings
1993 through 1997

1993 1994 1995 1996 1997
$8.530,000 $8.871,200 $9.657,700 $10,044,100 $10,445,900
1,200,000 1.400,000 1,600,000 1,700,000 1,800,000
3,700,000 4,148,000 4,313,900 4,486,500 4,666,000
2,600,000 2,704,000 2,812,200 2,924,700 3,041,700
90,000 93,600 97,300 101,200 105,200
2,000,000 2,080,000 2,163,200 2,249,700 2,339,700
<480,000> <499,200> <519,200> <540,000> <561,600>
9,110,000 9,926,400 10,467,400 10,922,100 11,391,000

<580,000> <1,055,200> <809,700> <878,000> <945,100>

1,244,000 1,317,000 1,312,000 1,289,000 1,290,000
902,000 938,100 975,600 1,014,600 1,055,200
951,800 996,200 1,036,300 1,088,400 1,156,500

1.100,000 1,200,000 1,300,000 1,400,000 1,500,000
150,000 155,000 160,000 165,000 170,000

4,347,800 4,606,300 4,783,900 4,957,000 5,171,700

45,500 41,500 37,400 33,000 28,500
623,100 580,800 534,700 484,700 471,700

0 0 435,200 870,400 860,100

283,000 311,500 340,600 369,600 399,600
951,600 933,800 1,347,900 1,757,700 1,765,900
$2.816,200 $2,617,300 $2,626,300 $2,321,300 $2,460,700
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Footnote #

Palmdale Water District
Projected Statements of Earnings

FOOTNOTES

l. Operating Revenues

Operating revenues include water sales and other service revenue. On January 1,
1993, new water rates which increased the minimum charge per customer based
upon meter size and minimum water allowance became effective. Consumption
amounts, after the minimum water allowance, remained unchanged. The
imposition of the new rates is expected to generate a fixed increase during 1993
in excess of $1,400,000. Water sales during subsequent years are estimated to
increase 4% per year; rate increases of 5% per year are projected to become
effective in 1995. 1998, and 2001  Other service revenue is projected to increase
4% per year.

2. Purchased Water

Every year at or around June 30, the District receives a report from the State
Department of Water Resources indicating the expected charges to the District for
the capitalized portion of the State Water Project as well as the amounts to be
considered operating expenses for the following calendar year. All of the
District's purchased water charges are from the Department of Water Resources.

Included in such report is a projection of future years charges running to the year
2035 for both capitalized and operating amounts. The variable component of
operating expenses is based on the District using 17.300 acre-feet per year.

This projection includes the annual minimum charge plus one-half of the
allotment of 17,300 acre-feet.

3. Operation and Maintenance

Included are regular operation and maintenance expenses as well as the operations
of the water treatment plant. In addition to a 4% increase, the District has
budgeted for 1993 an additional $300,000 to reflect the completion of doubling
the size of the water treatment plant; and thereafter projects a 4% increase per

year.

4. General and Administrative: Service and Installation, Depreciation; and Capitalized

Construction

Represents increases of 4% per year. Capitalized construction represents the
amount of labor, materials and overhead that operating expenses are reduced by
and capitalized for District projects.

5. Assessments: Voter Approved

This amount is assessed by the District and represents the capitalized portion of
the State Water Project and the annual principal of and interest on the Series 1966
Bonds. These amounts are based on the projected capitalized amounts provided
by the Department of Water Resources for each year to 2035 and the annual debt
service on the Series 1966 Bonds.
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6.

10.

11.

12.

Assessments: 1%
In prior years the District has received a portion of the 1% County ad valorem
property tax. Recent legislation (SB844) has provided for the permanent
reallocation of such property tax revenue from counties, cities and special
districts to schools effective during fiscal year 1992/1993. Initially, such
reallocation was to be 35% of the District's share of the ad valorem tax;, the
amount shown for 1993 reflects such reallocation.

The legislation provided that an additional 5% could be reallocated from
counties, cities and special districts to schools. Additionally, Governor Wilson
has proposed in his budget for fiscal year 1993/1994 the reallocation of the
balance of such taxes from counties, cities and special districts. Should this
occur, the entire amount for each year could be reduced to zero. Since these
proposals are not currently in effect, the expected 1993 portion and increases of
4% per year are being presented.

If legislation reallocating any or all of these moneys becomes effective, the
District has the option of increasing water rates or imposing standby fees (not
currently imposed) to offset such loss of revenue.

Interest Income
Based on a cash flow schedule and computed at 5% interest rate on the average
cash balance. The District has consistently shown superior interest earnings and
currently earns approximately 6.5% per year on its cash.

Capital Improvement Fees
The projected amount for 1993 is based upon approximately 440 residential fees

and 10 commercial. An increase of $100,000 per year will require an additional
60 residential or two commercial additions per year.

Other
Increases of $5,000 per year.

Interest on Series 1966 Bonds and the 1991 Certificates
Based on actual debt service schedules.

Interest on the 1993 Certificates
Based on the debt service schedule from A. G. Edwards & Sons, Inc., 30 years
with interest capitalized to April 1, 1995. These numbers will change based on
the actual amount of the issue and the debt service plan adopted.

Amortization of SWP

This is a non-cash expenditure which represents the amortization of the
capitalized portion of the District's share of the State Water Project. As
described in footnote 2, the amount capitalized was projected based on
information supplied by the State Department of Water Resources and is
amortized on a descending life to 2035.

30



Projected Debt Service Coverage

The following table sets forth projected debt service coverage for the years 1993 through
1997. These projections are based on the District's projected operating results, and a 30-year
financing in the amount of $16,100,000 having an average interest rate of 5.57%.

Palmdale Water District
Projected Debt Service Coverage
1993 through 1997

1993 1994 1995 1996 1997

Operating revenue’ $8.530.000 $8.871.200 $9.657,700 $10.044,100 $10,445,900
Operating expenses:
Purchased water? {200,000  1.400,000 1,600,000  1.700,000 1,800,000
Operation and maintenance’ 3.700.000  4,148.000  4.313,900 4,486,500 4,666,000
General and administrative? 5.600.000 2,704,000 2,812,200 2,924,700 3,041,700
Service and installation? 90,000 93,600 97,300 101,200 105,200
Total operating expenses 7.500.000  8.345.600 8,823,400  9.212,400 9,612,900
Net operating revenue 940,000 525,600 834,300 831,700 833,000
Nonoperating revenues.
Assessment 1 %? 902,000 938,100 975,600 1,014,600 1,055,200
Interest® 951,800 996,200 1,036,300 1,088,400 1,156,500
Capital improvement fees” 1.100.000 1,200,000 1,300,000  1.400,000  1.500.000
Other$ 150,000 155,000 160,000 165,000 170,000
Total nonoperating revenues 3.103.800  3.280.300 3,471,900 3,668,000 3,881,700

Net revenue available for debt service 4,043,800 3,814,900 4,306,200 4,499,700 4,714,700

Debt Service:

1991 COP's? 1,523,100 1,520,800 1,534,700 619,700 617,700
1993 COP's/0 0 0 435200 1,145,400 1,150,100

Total Debt Service 1.523,100 1,520,800 1,969,900 1,765,100 1,767,800
Coverage 2.7 2.5 2.2 2.6 2.7
NET REVENUES AVAILABLE $2,520,700 $2,294,100 $2,336,300 $2,734,600 $2,946,900

__—..._—-——._.__——-__.__—-—____——-__.___-—

Source: the District.
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Footnote #

Palmdale Water District
Projected Debt Service Coverage

FOOTNOTES

1. Operating Revenues

Operating revenues include water sales and other service revenue. On January 1,
1993, new water rates which increased the minimum charge per customer based
upon meter size and minimum water allowance became effective. Consumption
amounts, after the minimum water allowance. remained unchanged. The
imposition of the new rates is expected to generate a fixed increase during 1993
in excess of $1,400,000. Water sales during subsequent years are estimated to
increase 4% per year:; rate increases of 5% per year are projected to become
effective in 1995, 1998, and 2001. Other service revenue is projected to increase
4% per year.

2. Purchased Water

Every year at or around June 30, the District receives a report from the State
Department of Water Resources indicating the expected charges to the District for
the capitalized portion of the State Water Project as well as the amounts to be
considered operating expenses for the following calendar year. All of the
District's purchased water charges are from the Department of Water Resources.

Included in such report is a projection of future years charges running to the year
2035 for both capitalized and operating amounts. The variable component of
operating expenses is based on the District using 17,300 acre-feet per year.

This projection includes the annual minimum charge plus one-half of the
allotment of 17.300 acre-feet.

Operation and Maintenance

Gene

Included are regular operation and maintenance expenses as well as the operations
of the water treatment plant. In addition to a 4% increase, the District has
budgeted for 1993 an additional $300,000 to reflect the completion of doubling
the size of the water treatment plant; and thereafter projects a 4% increase per
year.

ral and Administrative and Installation

Represents increases of 4% per year. Capitalized construction represents the
amount of labor, materials and overhead that operating expenses are reduced by
and capitalized for District projects.



5.

10.

Assessments: 1%
In prior years the District has received a portion of the 1% County ad valorem

property tax. Recent legislation (SB844) has provided for the permanent
reallocation of such property tax revenue from counties, cities and special
districts to schools effective during fiscal year 1992/1993. Initially, such
reallocation was to be 35% of the District's share of the ad valorem tax; the
amount shown for 1993 reflects such reallocation.

The legislation provided that an additional 5% could be reallocated from
counties, cities and special districts to schools. Additionally, Governor Wilson
has proposed in his budget for fiscal year 1993/1994 the reallocation of the
balance of such taxes from counties, cities and special districts. Should this
occur, the entire amount for each year could be reduced to zero. Since these
proposals are not currently in effect. the expected 1993 portion and increases of
4% per year are being presented.

If legislation reallocating any or all of these moneys becomes effective, the
District has the option of increasing water rates or imposing standby fees (not
currently imposed) to offset such loss of revenue.

Interest Income
Based on a cash flow schedule and computed at 5% interest rate on the average

cash balance. The District has consistently shown superior interest earnings and
currently earns approximately 6.5% per year on its cash.

Capital Improvement Fees
The projected amount for 1993 is based upon approximately 440 residential fees

and 10 commercial. An increase of $100,000 per year will require an additional
60 residential or two commercial additions per year.

Other
Increases of $5,000 per year.

Interest on Series 1966 Bonds and the 1991 Certificates
Based on actual debt service schedules.

Interest on the 1993 Certificates

Based on the debt service schedule from A. G. Edwards & Sons, Inc., 30 years
with interest capitalized to April 1, 1995.
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Property Taxes and Assessed Valuations

The Los Angeles County Assessor assesses at full cash value all real and Personal
property in the County for tax purposes except public utility Property which is assessed at full
cash value by the State Board of Equalization. State law exempts $7,000 of the assessed
valuation of an owner-occupied dwelling. State law also exempts 100% of the value of business
inventories from taxation. State law Provides for reimbursements to local taxing agencies,
including the District, based on their share of the tax revenues derived from the application of
the maximum tax rate applied to business inventories in the 1979/80 fiscal year, with
adjustments to reflect increases in population and the consumer price index.  Such
reimbursement is based upon total taxes due upon such estimated values and is not reduced by
any amount for estimated delinquencies.

Beginning in fiscal year 1988/89, pursuant to AB454 enacted by the California
Legislature, the unitary union of the public utilities, valuation is reported by the State Board of
Equalization on a County-wide basis only, rather than by separate tax rate areas as in the past.
The unitary valuation Comprises all revenue producing Property of the utility and is over 90 %
of the total public utility valuation. The ad valorem tax revenues from the unitary portion of the
public utility tax roll are distributed on a County-wide basis. As a result, only the non-unitary
valuations of utilities are now reported by particular entity; hence, there is a substantial decrease
in utility roll valuations in fiscal year 1988/89. It should be noted that the District will receive
its share of the County-wide tax collections from the public utility roll in much the same manner
as it does under the one percent levy pursuant to Proposition 13. This will include tax revenues
due from utilities to meet general obligation bond debt service.

The following table presents the District's taxable assessed valuations for the past five
fiscal years:

Palmdale Water District
Taxable Assessed Valuations (Land Only)
For Fiscal Years Ended October 30

Before Redevelopment Increment

Fiscal Year Local Secured Utility Unsecured Total

1987-88 $ 453,936,203 $1.884.860 $0 $ 455,821,063
1988-89 529,459,418 2,045,413 0 531,504,831
1989-90 670,023,735 2.259.133 0 672,282,868
1990-91 927,819,396 1,707,599 0 929,526,995
1991-92 1,059,943,031 2,841,515 0 1,062,784,546
1992-93 1,092,992 292 610.450 0 1,093.602,742

After Redevelopment Increment

Fiscal Year Local Secured Utility Unsecured Total

1987-88 $353,432,979 $1.837,160 $0 $355,270,139
1988-89 413,105,838 2.033.052 0 415,138,890
1989-90 522,603,502 1,797,029 0 524,400,531
1990-91 737,554,126 1,309,608 0 738,863,734
1991-92 842,997 562 2.120,382 0 845,117,944
1992-93 867,837,485 264.037 0 868,101,522

Source: California Municipal Statistics, Inc
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Constitutional Amendments Affecting District Revenues

Article XITIA

On June 6, 1978, California voters approved Proposition 13, a statewide initiative
relating to the taxation of real property which added Article XIIIA to the California Constitution
("Article XIIIA"). Among other things, the Article XIIIA: (a) limits ad valorem property taxes
on all real property to one percent (1%) of the full cash value of the property; (b) exempts
existing voter approved bonded indebtedness from the 1% limitation; (c) defines "full cash
value" as the assessor's appraised value of real property as of March 1, 1975, adjusted by
changes in the Consumer Price Index - not to exceed 2% per year; (d) permits establishment of
a new "full cash value" when there is new construction or a change in ownership; (e) permits
the reassessment, up to the March 1, 1975 value, of property which was not current on the
1975-76 assessment roll; (f) requires counties to collect the 1% property tax and to "apportion
according to law to the districts within the counties": (g) prohibits new ad valorem taxes on real
property, or sale taxes, or transaction taxes. on the sale of real property: (h) permits the
imposition of special taxes by local agencies. other than those prohibited, by a two-thirds (2/3)
vote of the "qualified electors” of such agencies: and (i) requires a two-thirds (2/3) vote of all
members of both houses of the Legislature for any changes in State taxes which would result in
increased revenues.

Property owners in the State brought three suits challenging the acquisition value
assessment provisions of Article XIITA. Two cases involved residential property, and one case
involved commercial property. In all three cases, State trial and appellate courts have upheld
the constitutionality of Article XIIIA's assessment rules. The United States Supreme Court
granted certiorari to two appellants; one appellant subsequently withdrew its action. On June
18, 1992 the U.S. Supreme Court issued a decision upholding Article XIITA against allegations
that it violated the equal protection clause of the United States Constitution (Nordlinger v.
Hahn, No. 90-1912).

Article XIIIB

An initiative constitutional amendment entitled “"Limitations of Government
Appropriations” was approved by California voters on November 6, 1979. Under the
amendment, which adds Article XIIIB to the California Constitution ("Article XIIIB"), state and
local government agencies are subject to an annual limitation on certain appropriations.
Appropriations subject to limitation consist of "tax revenues", state subventions, and certain
other funds (together herein referred to as "proceeds of taxes"). The amendment does not affect
the "appropriation of money excluded from the definition of “appropriations subject to
limitation" such as debt service on indebtedness existing or authorized before January 1, 1979 or
subsequently authorized by the voters and appropriations mandated by any court having proper
jurisdiction. The amendment also excludes from limitation the appropriation of proceeds from
regulatory licenses, user charges or other fees to the extent such proceeds equal "the costs
reasonably borne by such entity in providing the regulation. product, or service."

In general terms, the amendment provides that the appropriations limit will be based on
certain 1978-79 expenditures and will be adjusted annually to reflect changes in cost of living,
population, and transfer of financial responsibility of providing services from one governmental
unit to another. The amendment also provides that if an agency's revenues in any year exceed
the amount which is appropriated by such agency in compliance with the initiative, the excess
must be returned during the next two fiscal years by revising tax rates or fee schedules.

There are many uncertainties and ambiguitics in the amendment which will require
clarification by the legislature or the courts. Accordingly, the District cannot now determine
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what the precise effect of the amendment upon its operations and financial obligations will be.
The District believes it is presently fulfilling all obligations under Article XIIIB.

Proposition 111, entitled the Traffic Congestion Relief and Spending Act of 1990 was
approved by the voters on June 5, 1990. Proposition 111 changes the formula which allows for
adjustments in the expenditure limits under Article XIIIB. Rather than adjusting the limit by the
percentage change in the California Consumer Price Index, Proposition 111 adjusts it by the
percentage change in California Personal Income per capita. Local governments are given the
option of using Personal Income per capita or the change in local assessment rolls for new,
nonresidential construction as the basis for adjusting their limits. This change allows local
governments' limits to reflect economic growth particularly in rapidly growing communities.
Furthermore, Proposition 111 allows the averaging of two years' tax revenues before requiring
action regarding excess tax revenues. The District cannot predict the effect that Proposition 111
will have on the District.

Proposition 62

Proposition 62 adopted by the voters in November of 1986, amends certain California
statutory provisions to increase the legislative approval and voter approval required to increase
taxes imposed by local government entities.

Proposition 62 adds provisions to State statutes which require: (i) two-thirds approval of
the legislative body followed by majority approval of the electorate voting in an election in
order to permit local governmental entities to impose any general tax (defined as any tax for
general governmental purposes); and (ii) two-thirds approval of the electorate voting in an
election in order to permit local governmental entities to impose any special tax (defined as any
tax other than a general tax). Proposition 62 further imposes provisions regarding the conduct
of the elections required to be held.

Proposition 62 requires that any tax imposed by any local governmental entity or state
agency on or after August 1, 1985 be ratified by a majority vote of the electorate within two
years after the effective date of the initiative in order to be continued on and after November 15,
1988. Proposition 62 also contains a provision which would diminish the allocation of property
tax revenue to the extent that the local governmental entity imposed any tax not in compliance
with the terms of the initiative. Finally, Proposition 62 also contains restrictions on the
imposition of ad valorem taxes. transaction taxes and sales taxes on real property.

The District cannot predict the effect, if any, that Proposition 62 will have on the

District and questions regarding interpretation necessarily must be left to future legislative action
and judicial decisions.
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Report of Direct and Overlapping Debt

The following tabulation estimates the direct and overlapping bonded debt of the District

as of February 1, 1993.

Palmdale Water District

1992-93 Assessed Valuation: $868,101,522 (Land only: after deducting $225,501,220

redevelopment incremental valuation)

DIRECT AND OVERLAPPING BONDED DEBT

DIRBEC L AND VJVERLAL LIS o e =

property valuation of $3,021.250,520)

Los Angeles County

Los Angeles County Building Authorities

Los Angeles County Superintendent of Schools
Certificates of Participation

Los Angeles County Flood Control District

Los Angeles County Flood Control District
Certificates of Participation

Antelope Valley Union High School District
Certificates of Participation

Palimdale School Certificates of Participation

Other School Districts

City of Palmdale Certificates of Participation

Palmdale Water District

Antelope Valley Hospital District Certificates
of Participation

Other Special Districts

1915 Act Bonds and Community Facilities Districts

- (Based on redevelopment adjusted all

% Applicable
0.684%

0.684

0.684
0.149

0.149

29.657

73.373
Various

58.395
100.

29.833
Various
Various

TOTAL DIRECT AND OVERLAPPING BONDED DEBT

(1) Excludes revenue certificates of participation to be sold.
(2) Excludes tax and revenue anticipation notes. revenue,
bonded capital lease obligations.

Debt 2/1/93
$ 556,263
14,104,942

148,530
159,554

56,225

9,576,245

7,392,330
122,337

10,432,267
950,000 (1)

15,131,298

174,885

2,236,224
$61,041,100 (2)

mortgage revenue and tax allocation bonds and non-

Ratjos to Assessed Valuation: Land Only All Property
Direct Debt 0.11% 0.03%
Total Debt 7.03% 2.02%
STATE SCHOOL BUILDING AID REPAYABLE AS OF 6/30/92: $0

Source: California Municipal Statistics, Inc.
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THE CORPORATION

The Corporation is a California Nonprofit Public Benefit Corporation formed by the
District on August 23, 1991. The Board of the District serves as the Board of Directors of the
Corporation. No assets of the Corporation have been pledged, or are available, to pay the
Certificates.

STATE OF CALIFORNIA FINANCES

The State had an estimated budget difference of $10.7 billion between anticipated
revenues and the amount expected it would require to continue all programs at their current
levels, rebuild a reserve for emergencies and eliminate the deficit from fiscal year 1991/1992.
On September 2, 1992 a budget was enacted by the State; the budget reduced certain
expenditures and reallocated tax revenues from California special districts to provide money for

school funding.

Along with the newly enacted budget for the State, Senate Bill No. 844 ("SB 844") was
enacted. SB 844 reallocates from most special districts their share of ad valorem property taxes
in an amount equal to 35% of the ad valorem property tax such special districts would have
received during Fiscal Year 1992/1993, if not for SB 844. However, the amount reallocated
cannot exceed 10% of the revenues of the special district. SB 844 also provides that the county
auditors will report the amount shifted from the special districts in January and then adjust the
computation if necessary to yield the $375 million for school funding, but not to exceed 40% of
any one special district's share of the ad valorem property taxes and in no case more than 10%
of the revenues of the special district. It is expected that the $375 million threshold for school
funding has not been reached and that the state will reallocate additional moneys from special
districts up to the maximum amount permitted by SB 344.

On December 10, 1992, several special districts (the "Plaintiffs") filed a lawsuit with the
State Supreme Court (the "Supreme Court") seeking to overturn the effects of SB 844. The
Supreme Court directed the lawsuit to the State Court of Appeal (the "Appeal Court"). The
Appeal Court rejected the Plaintiffs arguments and directed the lawsuit to the Supreme Court.
The District cannot predict the outcome of the lawsuit.

The District has projected futures Net Revenues by excluding moneys reallocated due to
SB 844. See "THE DISTRICT" herein. There can be no assurance that the Net Revenues of
the District will not be adversely impacted due to any future reallocation of revenues which
might be imposed by the State.

Future Legislation

Governor Wilson's budget summary for fiscal year 1993/94 proposes shifting $2.075
billion in property tax revenues from cities, counties and special districts to school and
community college districts. The budget proposes eliminating $150 million in property tax
allocations to enterprise special districts, excluding transit and hospital districts. The District,
may experience a further reduction in revenues attributable to allocation of ad valorem property
taxes if the Governor's proposal were to be enacted. The District cannot predict the outcome of
the Governor's proposal or the effect on its revenues.
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SUMMARY OF PRINCIPAL LEGAL DOCUMENTS

The following is a brief outline of certain provisions contained in the Installment
Purchase Agreement, the Trust Agreement and the Assignment Agreement. This summary
does not purport to be complete or definitive, and it is qualified in its entirety by reference to
the full terms of each of the aforementioned documents. Reference is directed to said
documents for the complete text thereof. Copies of said documents are available from the
Trustee upon the payment of a charge for copying, handling and mailing.

The Installment Purchase Agreement
Term

The term of the Installment Purchase Agreement is for a period commencing March 1,
1993. terminating upon the occurrence of either (a) payment in full of all Installment Purchase
Payments pursuant to the Installment Purchase Agreement but not longer than October 1, 2025,
or (b) a default by the District under the Installment Purchase Agreement and termination

pursuant thereto.

Construction of Project

The cost of the Project will be paid from a portion of the proceeds from the sale of the
Certificates. The District will supervise and use its best efforts to cause the completion of the
Project by March 1, 1996, all as agent of the Corporation. Any moneys remaining after the
completion of the Project may, at the direction of the District, be spent for additional projects or
be transferred to the Installment Purchase Payment Fund.

Installment Purchase Payments

The District is required to advance moneys derived from Net Revenues of the District to
pay the Installment Purchase Payments. The Installment Purchase Payments represent payment
for the title to the Project. As additional consideration for the purchase of the Project, the
District has agreed to pay such additional amounts due and owing under the Installment
Purchase Agreement or the Trust Agreement, including but not limited to, amounts payable to
the Trustee as may be necessary to make up any deficiency in the Reserve Fund and/or the
Rebate Fund (defined hereinafter).

Notwithstanding any dispute between the District and the Corporation, the District will
make each and all Installment Purchase Payments when due and will not withhold any
Installment Purchase Payments pending the final resolution of such dispute. The District will
not assert any right of set-off or counterclaim against its obligation to make Installment Purchase
Payments as set forth in the Installment Purchase Agreement.

Maintenance, Improvements, Taxes and Urilities

Subject to the limitations contained in the Littlerock Dam Agreement, the District, at its
own expense, will operate, maintain and preserve the Project in good repair, and the
Corporation has no responsibility for such repair. The District has the power to make
improvements to the Project. The District must pay or cause to be paid all taxes and utility
charges in connection with the Project.
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Covenant to Budget and Appropriate

The District has covenanted that it will include in its annual budget and appropriate for
the following fiscal year the Installment Purchase Payments and other amounts due under the
Installment Purchase Agreement and the Trust Agreement. The Installment Purchase Payments
and other amounts due under the Installment Purchase Agreement, any obligations secured on a
parity with the Certificates and the Trust Agreement are a special obligation of the District
secured by an irrevocable and first lien of, and payable from, Net Revenues of the District. The
District will furnish to the Trustee, as assignee of Corporation, a certificate stating that District
has complied with such covenant no later than November 1st of each year. The covenants to
budget and appropriate on the part of the District are deemed by the District to be duties
imposed by law and it shall be the duty of each and every public official of the District to take
such action and do such things as are required by law in the performance of the official duty of
such officials to enable the District to carry out and perform the covenants and agreements in
this Agreement agreed to be carried out and performed by the District. The Installment
Purchase Payments and payments of other amounts due under the Installment Purchase
Agreement and the Trust Agreement shall be made unconditionally, without abatement,
irrespective of any interference in the use by the District of the Project. The District shall
provide the Insurer, as long as the Insurance Policy is in effect, on an annual basis, copies of
the District's audited financial statements and annual budget.

Insurance

The Installment Purchase Agreement requires the District to maintain or cause to be
maintained the following insurance against risk of physical damage to Project structures and
other risks for the protection of the Certificate holders, the Corporation, and the Trustee:

(1) Insurance against loss or damage to any structures constituting any part of
the Project, as is customarily maintained with respect to works and
properties of a like character, which may be carried in conjunction with
any other policies of fire and extended coverage insurance;

(i1) Public Liability and Property Damage. Minimum coverages shall be
$100,000 for personal injury or death per person and $3,000,000 for
personal injury or deaths of two or more persons in each accident or
event, and property damage insurance in the minimum coverage of
$1,000,000 per event, respectively, the property damage being subject to
a maximum $5,000 deductible per accident. Such insurance may be
maintained in the form of a minimum $3,000,000 single limit policy
covering all such risks. Such insurance may be carried in conjunction
with any other liability insurance coverage or required to be carried by the
District;

(i)  Worker's compensation insurance issued by a responsible carrier
authorized under the laws of the State to insure employers against liability
for compensation under the Worker's Compensation Insurance Safety Act
now in force in the State, or any act hereafter enacted as an amendment or
supplement thereto or in lieu thereof, such worker's compensation
insurance to cover all persons employed in connection with the Project
and to cover full liability for compensation under any such act aforesaid,
based upon death or bodily injury claims made by, for or on behalf of any
person incurring or suffering injury or death during or in connection with
the Project or the business of the District.
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All policies of insurance (except the policy of public liability and property damage
insurance) must provide that the Net Proceeds thereof shall be payable to the Trustee. The Net
Proceeds of property damage insurance shall be (i) deposited in the Project Fund to be applied
to rebuild the Project or (ii) deposited in the Installment Payment Fund to make payments of
principal and interest due with respect to the outstanding Certificates. The District has agreed to

annually furnish evidence to the Trustee of compliance with the insurance requirements set forth
in the Installment Purchase Agreement.

If at any time the District shall be unable to obtain or maintain insurance, to the extent
required above, on reasonable terms, either as to amounts or as to risks, the failure to maintain
such insurance shall not constitute a default under the Installment Purchase Agreement if the
District shall cause the employment of an independent insurance consultant having a favorable
reputation for skill and experience in such matters. for the purpose of reviewing such insurance
requirements and making recommendations respecting the types, amounts and provisions of
reasonably obtainable insurance, including self-insurance, or the establishment of other
generally accepted forms of alternative protection that should be carried in lieu thereof, or the
infeasibility of obtaining insurance, and if the District shall comply with the recommendations
made in such report. A signed copy of the report of the insurance consultant shall be filed with
the Trustee and Corporation, and the insurance requirements specified in section 403 of the
Installment Purchase Agreement shall be deemed to be modified to conform with the
recommendations in such report.

Any Net Proceeds of any such insurance relating to the loss or destruction of any part of
the Project shall be applied and disbursed as follows.

If the District determines that such Net Proceeds are sufficient to repair,
reconstruct or replace the damaged or destroyed portion of the Project, which
determination shall be evidenced by a certificate executed by an authorized
officer of the District and filed with the Trustee as assignee of Corporation, then
the District shall cause such portion of the Project to be repaired, reconstructed or
replaced to at least the same good order, repair and condition as it was in prior to
the damage or destruction, insofar as the same may be accomplished by the use of
said Net Proceeds, and the District shall direct the Trustee to disburse said Net
Proceeds for such purpose. Any balance of said Net Proceeds not required for
such repair, reconstruction or replacement shall be transferred by the Trustee to
be applied as prepayment of Installment Purchase Payments in accordance with
the Trust Agreement, except that no such prepayment shall be in an amount less
than $5,000. The District shall be obligated to continue to make Installment
Purchase Payments required by the Installment Purchase Agreement
notwithstanding accident to or destruction of all or a portion of the Project unless
and until the Certificates and all amounts owed hereunder and under the Trust

Agreement by the District are paid in full.

In the event that such Net Proceeds are not sufficient to repair, reconstruct
or replace the damaged or destroyed portion of the Project, as evidenced by a
certificate executed by an authorized officer of the District and filed with the
Trustee, the District shall direct the Trustee to apply such Net Proceeds, to the
prepayment in full, on the next succeeding Payment Date, of the balance of the
Instaliment Purchase Payments, or if such Net Proceeds are insufficient to prepay
the balance of the Installment Purchase Payments in full then the District shall
direct the Trustee to apply such Net Proceeds to prepayment of Installment
Purchase Payments except that no such prepayment shall be in an amount less

than $5,000.
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Condemnation

In the event of the exercise of condemnation with respect to the Project or any portion
thereof, if the District determines that such condemnation has not materially affected the
operation of the Project or the ability of the District to meet any of its obligations under the
Installment Purchase Agreement, as set forth in a certificate executed by an authorized officer of
the District and filed with the Trustee, as assignee of Corporation, and if such Net Proceeds are
insufficient to enable the District to prepay Installment Purchase Payments in full on the next
succeeding Payment Date, the District shall direct the Trustee to retain such Net Proceeds in the
Installment Purchase Payment Fund and to cause such Net Proceeds to be applied as a credit
against the next succeeding Installment Purchase Payments.

If the District determines that such condemnation has materially affected the operation of
the Project or the ability of the District to meet any of its obligations under the Installment
Purchase Agreement as set forth in a certificate executed by an authorized officer of the District
and filed with the Trustee, as assignee of Corporation, or if such Net Proceeds are sufficient to
enable the District to prepay Installment Purchase Payments in full on the next succeeding
Payment Date, the District shall direct the Trustee to apply such Net Proceeds to the prepayment
in full or (to the extent that such condemnation Pertains only to a portion of the Project) in part
on the next succeeding Installment Payment Date of Installment Purchase Payments except that
no such prepayment shall be in an amount less than $5,000.

The District shall be obligated to continue to make Installment Purchase Payments
required by the Installment Purchase Agreement notwithstanding condemnation of all or a
portion of the Project unless and until the Certificates and all amounts owed hereunder and
under the Trust Agreement by the District are paid n full

Assignment

The Corporation has assigned to the Trustee, pursuant to the Assignment Agreement, its
rights under the Installment Purchase Agreement, including the right to receive and enforce
payment of the Installment Purchase Payments to be made by the District.

Events of Defaulr and Remedies
The following constitute "events of default” under the Installment Purchase Agreement:

(1) failure by the District to make any payment required under the Installment
Purchase Agreement at the time specified therein;

(i) failure by the District to observe and perform any covenant, condition or
agreement on its part to be observed or performed, other than as referred
to in (i) above. for a period of thirty (30) days after written notice thereof
by the Trustee, as assignee for the Corporation; and

(iif)  certain events relating to bankruptcy of the District or the inability of the
District to pay its debts.

Upon the occurrence and continuance of any event of default the Corporation shall have
the right, with the consent of the Insurer, to (a) declare all principal components of the unpaid
Installment Purchase Payments, plus accrued interest, to be immediately due and payable and
(b) to take whatever action at law or in equity may appear necessary or desirable to accelerate
the collection of Installment Purchase Payments or enforce its rights under the Installment
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Purchase Agreement. The Corporation has assigned its rights under the Installment Purchase
Agreement to the Trustee under the Trust Agreement, including its rights in the event of default.

The Trust Agreement

Trustee

The Trustee is appointed pursuant to the Trust Agreement to execute and deliver the
Certificates and, upon direction of the District, to receive, hold, invest and disburse the moneys
paid to it pursuant to the Installment Purchase Agreement for credit to the various funds and
accounts established by the Trust Agreement. The Trustee will act in a ministerial and passive
capacity, except to the extent that, in the event of a default either in payment of the Installment
Purchase Payments or in other obligations of the District under the Installment Purchase
Agreement, the Trustee shall exercise the rights of the Corporation with respect to such default.

Funds

The Trust Agreement creates the Series 1993A Project Fund (the "Project Fund"), the
Series 1993A Installment Purchase Payment Fund (the "Installment Purchase Payment Fund"),
the Series 1993A Redemption Fund (the "Redemption Fund"), the Series 1993A Reserve Fund
(the "Reserve Fund") and the Series 1993A Rebate (the "Rebate Fund") to be held by the
Trustee. Payment for the costs of the Project will be made from disbursements from the Project
Fund upon direction of the District as agent of the Corporation. Upon payment of the total cost
of the Project, any moneys remaining in the Project Fund are required to be transferred to the
Installment Purchase Payment Fund and applied to pay the Installment Purchase Payments as

such become due.

Moneys held by the Trustee under the Trust Agreement are required to be invested and
reinvested in Permitted Investments. The term "Permitted Investments" is defined in the Trust

Agreement to mean:

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

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

1. U.S. Export-Import Bank ("Eximbank")
Direct obligations or fully guaranteed certificates of beneficial ownership;

2. Farmers Home Administration ("FHA")
Certificates of beneficial ownership:
3. Federal Financing Bank:
4. Federal Housing Administration Debentures ("FHA");
5. General Services Administration

Participation certificates:
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6. Government National Mortgage Association ("GNMA" or "Ginnie Mae")
GNMA - guaranteed mortgage-backed bonds
GNMA - guaranteed pass-through obligations

7. U.S. Maritime Administration
Guaranteed Title XTI financing;

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

Project Notes

Local Authority Bonds

New Communities Debentures - U.S. government guaranteed debentures
U.S. Public Housing Notes and Bonds - U.S. government guaranteed
public housing notes and bonds.

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

1. Federal Home Loan Bank System
Senior debt obligations;

2. Federal Home Loan Mortgage Corporation ("FHLMC" or "Freddie
Mac")
Participation Certificates
Senior debt obligations:

3. Federal National Mortgage Association ("FNMA" or "Fannie Mae")

Mortgage-backed securities and senior debt obligations;

4. Student Loan Marketing Association ("SLMA" or "Sallie Mae")
Senior debt obligations;

5. Resolution Funding Corp. ("REFCORP") obligations.

Money market funds registered under the Federal Investment Company Act of
1940, whose shares are registered under the Federal Securities Act of 1933, and
having a rating by Standard & Poor's Corporation ("S&P") of AAAmM-G;
AAAmM; or AAm.

Certificates of deposit secured at all times by collateral described in (A) and/or
(B) above. Such certificates must be issued by commercial banks, savings and
loan associations or mutual savings banks. The collateral must be held by a third
party and the bondholders must have a perfected first security interest in the
collateral.

Certificates of deposit, savings accounts, deposit accounts or money market
deposits which are fully insured by FDIC or FSLIC.

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

Commercial paper rated, at the time of purchase, "Prime - 1" by Moody's
Investors Service ("Moody's") or "A-1" or better by S&P.
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I Bonds or notes issued by any state or municipality which are rated by Moody's or
S&P in one of the two highest rating categories assigned by such agencies.

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

K. Repurchase agreements ("Repos") provide for the transfer of securities from a
dealer bank or securities firm (seller/borrower) to a municipal entity
(buyer/lender), and the transfer of cash from a municipal entity to the dealer bank
or securities firm with an agreement that the dealer bank or securities firm will
repay the cash plus a yield to the municipal entity in exchange for the securities at
a specified date.

Repurchase Agreements must satisfy the following criteria or be approved by the
Insurer.

L. Repos must be between the municipal entity and a dealer bank or securities firm:

a. Primary dealers on the Federal Reserve reporting dealer list which are
rated "A" or better by S&P and Moody's. or

b. Banks rated "A" or above by S&P and Moody's.
2. The written Repo contract must include the following:
a. Securities which are acceptable for transfer are:
N Direct U.S. governments. . or

2) Federal agencies backed by the full faith and credit of the U.S.
government (and FNMA & FMAC);

b. The term of the Repo may be up to 30 days:;

C. The collateral must be delivered to the municipal entity, trustee (if trustee
is not supplying the collateral) or third party acting as agent for the trustee
(if the trustee is supplying the collateral) before/simultaneous with
payment (perfection by possession of certificated securities).

d. Valuation of Collateral:

(1 The securities must be valued weekly, market-to-market at current
market price plus accrued interest -

(a) The value of collateral must be equal to 104% of the
amount of cash transferred by the municipal entity to the
dealer bank or security firm under the Repo plus accrued
interest. If the value of securities held as collateral slips
below 104% of the value of the cash transferred by
municipality, then additional cash and/or acceptable
securities must be transferred. if, however, the securities
used as collateral are FNMA or FMAC, then the value of
collateral must equal 105% .
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3. Legal opinion which must be delivered to the municipal entity:

a. Repo meets guidelines under state law for legal investment of public
funds.

L. Pre-refunded municipal bonds rated "Aaa" by Moody's and "AAA" by S&P. If,
however, the issue is only rated by S&P, the pre-refunded bonds must have been
pre-refunded with cash, direct U.'S. or U. S. guaranteed obligations, or "AAA"
rated pre-refunded municipals to satisfy this condition.

M.  Shares in the Franklin Adjustable U.S. Government Securities Fund or any other
similar fund invested solely in securities directly guaranteed by the U.S.
government or its agencies and rated "AAAF" by S&P or comparable ratings by
Moody's.

Rebate Fund

The District will take no action inconsistent with its expectations stated in the tax
certificate executed by the District with respect to the Certificates (the "Tax Certificate") and
will comply with the covenants and requirements stated therein. All money at any time
deposited in the Rebate Fund shall be held by the Trustee in trust, for payment to the United
States Treasury. All amounts on deposit in the Rebate Fund shall be governed by section 711 of
the Trust Agreement and the Tax Certificate, unless the District obtains an opinion of a
nationally recognized law firm specializing in the area of tax-exempt municipal finance to the
effect that the exclusion from gross income of the interest component of the obligation
represented by the Certificates will not be adversely affected for federal income tax purposes if
such requirements are not satisfied.

Events of Default and Remedies
The following shall be events of default under the Trust Agreement:
(a) any event of default under the Installment Purchase Agreement;

(b)  failure to make payments of principal, including mandatory sinking fund
payments, premium, if any, and interest due with respect to the Certificates when
due;

(c) failure by District to observe and perform any covenant, condition or agreement
on its part to be observed or performed under the Trust Agreement, other than as
such failure may constitute an event of default under (a) or (b) above, for a
period of thirty (30) days after written notice specifying such failure and
requesting that it be remedied has been given to the defaulting party by any other
party hereto or the Owners of not less than five percent (5%) in aggregate
principal amount of Certificates outstanding.

Upon the occurrence and continuance of any event of default specified in section 601 of
the Installment Purchase Agreement, other than a default pursuant to subsection (b) of such
section, the Trustee shall proceed, or upon the occurrence and continuance of any other event of
default thereunder or under section 601(b) of the Installment Purchase Agreement, the Trustee
may, and upon written request of the Owners of not less than twenty-five percent (25%) in
aggregate principal amount of the Certificates at the time outstanding shall, proceed to exercise
the remedies provided to the Corporation in Article VI of the Installment Purchase Agreement,
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upon notice in writing to the District and the Corporation. See "SUMMARY OF PRINCIPAL
LEGAL DOCUMENTS - The Installment Purchase Agreement - Events of Default and
Remedies" herein.

In the event the Trustee fails to take sufficient action to eliminate such default, the
Owners of not less than twenty-five percent (25%) in aggregate principal amount of the
Certificates then outstanding may at the direction of the Insurer institute any suit, action,
mandamus or other proceeding in equity or at law for the protection or enforcement of any right
under the Installment Purchase Agreement or the Trust Agreement if and only if the Owners
have first made written request of the Trustee after the rights to exercise such powers of right of
action shall have occurred, and shall have afforded the Trustee a reasonable opportunity either
to proceed to exercise the powers therein granted or granted under the law or to institute such
action, suit or proceeding in its name, and, in addition, unless the Trustee shall have been
offered reasonable security and indemnity against the costs, expenses and liabilities to be
incurred therein or thereby, and the Trustee shall have refused or neglected to comply with such
request within a reasonable time.

Amendment

The Trust Agreement may be amended only by agreement among the District, the
Trustee and the Corporation but no amendment shall become effective as to the Owners of the
Certificates then outstanding without the approval of a majority of the Owners in aggregate
principal amount of the Certificates, provided that no such amendment shall impair the right of
any such holder to receive his proportionate share of Installment Purchase Payments in
accordance with his Certificate. Notwithstanding the foregoing, the Trust Agreement may be
amended without the consent of the Owners but only for the purpose of curing any ambiguity,
correcting defects, or in regard to questions arising under the Trust Agreement or Installment
Purchase Agreement that is not inconsistent with the provisions of either thereof; provided,
further, that no amendment shall materially adversely affect the interest of the Owners.

Defeasance

Upon payment of all outstanding Certificates, either at or before maturity, or upon the
deposit of money or bills, certificates of indebtedness, notes, bonds, or similar securities which
are direct, non-callable obligations of the United States of America, CATS, TIGERS, STRPS or
defeased municipal bonds rated "AAA" by S&P or "Aaa" by Moody's with the <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>