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JOHN VAN DOORN

TO: BOARD OF DIRECTORS

FROM: STEPHEN ABBOTT, FIRE CHIEF/CEO

SUBJECT: BOARD MEETING PACKAGE

DATE: May 26, 2020

Enclosed is your Board package for the Regular May Board Meeting. We have tried to include
the information you will need to effectively consider and act on agenda items.

Due to the Covid-19 Outbreak and pursuant to the Declarations by Governor Newsome and the
County of San Diego, until further notice, all Board Meetings will be TELEPHONIC ONLY.

The Board, Staff and Public may patrticipate by calling into the following number:
1-408-419-1715. Meeting ID is 834 677 344, followed by #.

All Board documents are on line at:
https://www.ncfire.org/2020-05-26-board-tuesday-may-26-2020-regular-meeting

Please note this month’s meeting is scheduled for Tuesday, May 26, 2020, beginning at
4:00 p.m.

It is our goal to be prepared to respond accurately to Board questions and concerns. You can
help us achieve this goal by contacting me prior fo the Board meeting with your questions and
concerns. This will allow time for the Staff and me to provide the appropriate information for
review at the Board meeting.

To ensure a quorum is present, please call Loren in advance of the meeting if you will be unable
to attend. She may be reached at (760) 723-2012.

Respectfully,

Lpwtlrs .

Stephen Abbott
Fire Chief/CEO

PROUDLY SERVING THE COMMUNITIES OF FALLBROOK, BONSALL AND RAINBOW

DUTY ~ INTEGRITY ~ RESPECT




NORTH COUNTY FIRE PROTECTION DISTRICT

AGENDA FOR REGULAR BOARD MEETING
MaAy 26, 2020 — 4:00 p.m.

DUE 1O THE COVID-19 OUTBREAK AND PURSUANT TO THE DECLARATIONS BY GOVERNOR NEWSOME
AND THE COUNTY OF SAN DIEGO, ALL FURTHER BOARD MEETINGS WILL BE TELEPHONIC ONLY.

The Board, Staff and Public may participate by calling into the following number:
1-408-419-1715. Meeting ID is 834 677 344, followed by #.

All Board documents are on line at:
https://www.ncfire.org/2020-05-26-board-tuesday-may-26-2020-regular-meeting

PUBLIC ACTIVITIES AGENDA

For those joining us for the Public Activities Agenda. please feel free to depart at the close
of the agenda. We invite you to stay for the remainder of the business meeting.

CALL TO ORDER

ROLL CALL

INVOCATION

PLEDGE OF ALLEGIANCE

1. PuBLIC COMMENT — PRESIDENT LUEVANO (pgs. 5-6)

> STANDING ITEM: Members of the Public may directly address the Board of Directors on items of interest to the Public provided
no action will be taken on non-agenda items. The Board President may limit comments to three minutes per speaker (Board
of Directors Operations - Elections, Officers and Terms SOG § 4.2.6.3.).

ACTION AGENDA

CONSENT EVENTS:

All Events listed under ihe Consent Events are considered routine and will be enacted in one motion. There will be
no separate discussion of these Events prior to the Board action on the motion. unless members of the Board.
Staff or public request specific Events be removed from the Consent Agenda.

APPROVE REGULAR BOARD MEETING MINUTES, APRIL 2020 (pgs. 7-14)
Standing Event: Review and approve minutes from April meeting as presented.

APPROVE SPECIAL BOARD MEETING MINUTES, MAY 13, 2020 (pgs. 16-18)
Standing Event: Review and approve minutes from Special meeting as presented.

REVIEW AND ACCEPT FINANCIAL REPORT FOR APRIL 2020 (pgs. 19-28)
Stanading Event: Review and Accept Financial Report for April as presented.

REVIEW AND ACCEPT POLICIES & PROCEDURES (pgs. 29-32)
Standing Event: [1] Budget and Fund Management: Reserve Fund Balance Reporting: New policy to address how
Capital Improvements are planned for and funded.
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ACTION EVENTS:

All Events listed under the Action Events Agenda will be presented and discussed prior to the Board taking action
on any matter. Time Certain Events will commence precisely at the time announced in the Agenda.

6. SET PuBLIC HEARING DATE/TIME CERTAIN JULY 28, 2020 (4:15 P.M.) — FOR (s 3334
ESTABLISHMENT OF MULTI-YEAR FACILITIES AND EQUIPMENT PLAN FOR THE FIRE
MITIGATION PROGRAM WITH ADOPTION OF RESOLUTION — FM FIERI AND CHIEF ABBOTT

» Annual Action: Recommendation to set required Public Hearing, date and times certain on July 28, 2020 for hearing
as outlined.
Note: The Americans with Disabilities Act provides that no qualified individual with a disability shall be excluded from participation in, or denied

the benefits of, District business. If you need assistance to participate in this meeting, please contact the District Office 72 hours prior to the meeting
at (760) 723-2012.
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7. REVIEW AND APPROVE CALPERS UAL RESTRUCTURING DOCUMENTS — CHIEF ABBOTT  (Pgs. 35-242)
AND DFC MAROVICH
> New ltem: Review and Approve CalPERS UAL Restructuring Documents including: Resolution 2020-05, Trust

Agreement, Preliminary Official Statement, Bond Purchase Agreement, Debt Management Policy, Continuing
Disclosure Policy and Estimated Savings Analysis

DISCUSSION AGENDA

No action shall be undertaken on any Discussion Event. The Board may. acknowledge receipt of the information or
report and make conmiments: refer the matter to Staff for further study or report: or refer the matter to a future
agencda.

8. DiISCUSSION ON PRELIMINARY BUDGET - HR/FINANCE SPECIALIST JUuL,
DFC MAROVICH AND CHIEF ABBOTT
> Annual Item: Discussion of Preliminary Budget with approval of changes in Budget process.

(pgs. 243-46)

STANDING DISCUSSION EVENTS: Al Events listed under the Standing Discussion Events are presented

every meeting.

LEGAL COUNSEL REPORT: (gs. 247-48)

e ‘The CARES Act's New Rules for Coronavirus Related Distributions from Governmental 475(b) Plans.”

WRITTEN COMMUNICATION: None (pgs. 249-50)
BOARD RECOGNITION PROGRAM
e NEWS ARTICLES: As attached. (pgs. 251-90)
e COMMENTS/REPORTS/QUESTIONS: (pgs. 291-92)
o STAFF:

e Chief Abbott
e  Other Staff

¢ BOARD
BARGAINING GROUPS
e PuBLic COMMENT

CLOSED SESSION

The Board will enter closed session {0 discuss events as outlined herein. As provided in the Goveinment Code. the public will not be

present during these discussions. At the end of the Closed Session. the Board shall publicly report any action taken in Closed Session
{and the vote or absiention on that action of every member present) n accordance with Government Code S 54950 ET seq )
CS-1. ANNOUNCEMENT — PRESIDENT LUEVANO: (pgs. 293-94)

> An announcement regarding the items to be discussed in Closed Session will be made prior to
the commencement of Closed Session.

CS-2. CONFERENCE WITH LABOR NEGOTIATOR — GOVERNMENT CODE § 54957.6 — MANAGEMENT GROUP
> NEGOTIATIONS — CHIEF ABBOTT:
NCFPD MANAGEMENT GROUP DISTRICT NEGOTIATORS:
CHIEF ABBOTT, DISTRICT COUNSEL JAMES

Cs-3. CONFERENCE WITH LABOR NEGOTIATOR — GOVERNMENT CODE § 54957.6 — NON-SAFETY GROUP
NEGOTIATIONS — CHIEF ABBOTT:

> FFA NON-SAFETY GROUP DISTRICT NEGOTIATORS:
NEGOTIATORS CHIEF ABBOTT, DISTRICT COUNSEL JAMES
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CS-4. CONFERENCE WITH LABOR NEGOTIATOR ~ GOVERNMENT CODE § 54957.6 — SAFETY GROUP
NEGOTIATIONS — CHIEF ABBOTT:
> FFA SAFETY GROUP NEGOTIATORS  DISTRICT NEGOTIATORS:
CHIEF ABBOTT, DISTRICT COUNSEL JAMES
CS-5. CONFERENCE WITH REAL PROPERTY NEGOTIATOR — GOVERNMENT CODE § 54956.8 —
DFC MAROVICH AND CHIEF ABBOTT:

> PROPERTY LOCATION: 4157 Olive Hill Road, Fallbrook, CA 92028;
PARTIES: North County Fire Protection District (Seller);
UNDER NEGOTIATION: Terms of Purchase;
DISTRICT NEGOTIATORS: Chief Abbott, District Counsel James

CS-6. REPORT FROM CLOSED SESSION — PRESIDENT LUEVANO

ADJOURNMENT

The next regularly scheduled Board meeting is: Tuesday, June 23, 2020, 4:00 p.m. location TBD.
CERTIFICATION OF AGENDA POSTING

‘| certify that this Agenda was posted in accordance with the provisions of the Govemment Code § 54950 et. seq. The posting locations were: [1] the entrance of
North County Fire Protection District Administrative Offices, [2] Fallbrook Public Utility District Administrative Offices and [3] the Roy Noon Meeting Hall; [4] District's
website at hitps://www.nefiredistrict.org. The Agenda was also available for review at the Office of the Board Secretary, located at located at 330 S. Main Avenue,
Fallbrook (760) 723-2012. Materials related to an item on this Agenda submitted to the District after distribution of the agenda packet, are available for public
inspection in the Office of the Board Secretary, located at 330 S. Main Avenue, Fallbrook (760) 723-2012, during normal business hours or may be found on the
District website at https://www.ncfire.org, subject to the Staffs ability to post the documents before the meeting. The date of posting was May 21, 2020.”

Board Secretary Loren Stephen-Porter: %@u ﬂm Date: May 21, 2020




NORTH COUNTY FIRE
PROTECTION DISTRICT
FIRE CHIEF/CEO

TO: BOARD OF DIRECTORS
FROM: STEPHEN ABBOTT, FIRE CHIEF/CEQO
DATE: MAY 26, 2020

SUBJECT: PuBLIC COMMENT

PuBLiC COMMENT:

1. Members of the Public may directly address the Board of Directors on
items of interest to the Public provided no action will be taken on non-
agenda items. The Board President may limit comments to three
minutes per speaker (Board of Directors Operations — Elections, Officers
and Terms SOG § 4.2.6.3.).

Page 1 of 1
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April 28, 2020

REGULAR MEETING OF THE BOARD OF DIRECTORS OF
THE NORTH COUNTY FIRE PROTECTION DISTRICT
President Luevano called the meeting to order at 4:00 p.m.
THE INVOCATION GIVEN BY DFC MAROVICH.

ALL RECITED THE PLEDGE OF ALLEGIANCE.

ROLL CALL:
Present: Directors Harris, Hoffman, Luevano, Munson and Van Doorn.
Absent: None.

Staff Present: Fire Chief/CEO Abbott, Attorney James and Board Secretary Stephen-
Porter. In the audience were: DFC Marovich, D/Cs Mahr and McReynolds, B/Cs Mann and

Macmillan, F/M Fieri members of Association and public.

PUBLIC ACTIVITIES AGENDA
1. PuBLic COMMENT: President Luevano addressed the audience and inquired whether

there were any public comments regarding items not on the Agenda. There being no

comments, the Public Comment Section was closed.

ACTION AGENDA
CONSENT ITEMS:
2. REVIEW AND ACCEPT REGULAR BOARD MEETING MINUTES FOR MARCH 2020
3 REVIEW AND ACCEPT FINANCIAL REPORT FOR_MARCH 2020
4. REVIEW AND ACCEPT POLICIES & PROCEDURES — SEE ITEM 7
5 REVIEW AND ACCEPT EMERGENCY SERVICE OVERTIME TRACKING REPORT FOR THE THIRD

QUARTER

6. REVIEW AND ACCEPT CUSTOMER SATISFACTION SURVEY PROGRAM RESULTS — FIRST
QUARTER 2020

President Luevano inquired whether there were any questions on Consent Items 2-6 . There

being no discussion, President Luevano asked for a motion to approve the Consent Agenda.

North County Fire Protection District
Board of Directors — Regular Meeting Minutes
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On a motion by Director Harris, seconded by Director Hoffman the motion to approve the
Consent Agenda as presented passed unanimously.

ACTION ITEMS:

7. REVIEW AND APPROVE PAYROLL AND AP SPECIALIST JOB DESCRIPTION—DFC MAROVICH AND

CHIEr ABBOTT: DFC Marovich presented the plan to cover for the Deputy Fire Chief duties
when he retires in October 2020. The District plans to reorganize, with the division splitting
between HR and Finance into two divisions. As has been noted by the auditors, with the
workload of finance, it is imperative to have three individuals operating all the processes in
place as a check and balance. The loss of the Deputy Chief will require one additional
individual when HR/Finance Specialist Juul assumes the oversight responsibilities. On a
motion by Director Hoffman, seconded by Vice President Van Doorn, the motion to approve

the job description for the Payroll and AP Specialist passed unanimously.

DISCUSSION AGENDA

CS-8. STRATEGIC DIRECTION DiScussioN—CHIEF ABBOTT: Chief Abbott opened the discussion with

the Board regarding the Strategic Direction (SD) giving an overview of the six items in the
plan: (1) Planning/Restoration Of Reserve Funds; (2) Restoration Of Administrative
Capacity/Station Staffing; (3) Facilities; (4) Integration With North Zone Agencies; (5)
Volunteer Firefighter Program; (6) Mobile Integrated Health (“MIH’ Or Community
Paramedicine) and (7) Disaster Preparedness Plan. Chief Abbott noted Item #1 the District
had also reached approximately 70% of the targeted operational reserve fund goals. He
noted for Item 1, the District has paid off one if the Iong-tefm loans and is working with FDAC
regarding ERAF considerations for the future. The District should anticipate revenue
augmentation recommendations from CSUSM by May or June. For Item 2, he presented
the revised organization chart, which shows the lines of communication and responsibility
after the Deputy Fire Chief retires. This will be put in place in December. There were no
objections to this plan. Chief Abbott noted for Item 3, the District is looking at other options
for facilities replacement, including differing materials and methods. Discussion ensued

regarding restricted fund usage and what how the Program will be defined. Chief Abbott

North County Fire Protection District
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noted that Item 4 is an ongoing event, although the COVID-19 event has accelerated the
process. He discussed call triage, tiered dispatch and BLS overlay. Chief Abbott noted that
with Oceanside and San Diego running SR Programs similar to ours and Oceanside, running
a BLS Program, the District has the benefit of observing how well their BLS Program works.
Concerns were expressed that the District had a BLS Program prior to now that was disband.
Discussion ensued regarding the differences between the programs. Chief Abbott informed
the Board that Item 5 has been extensively examined and Staff feels this Program is no
longer viable. Other programs in place will achieve the same goals of diversity, education
and entry into the organization. The Staff intends to discontinue the Volunteer Program at
the end of the grant period. Chief Abbott reviewed ltem 6, the MIH Program and its
parameters. In-depth discussion ensued with it noted that Fallbrook Healthcare District is
instrumental in the non-medical transport component. Chief Mahr explained the District has
been offering non-medical transport for some time after the patient indicates they do not
wish to be transported. The Board requested additional information on AMAs and releases
to fully evaluate this ltem. Item 7 has been worked on sporadically with it now-being
assigned to B/C Mann for completion. President Luevano, who has experience in this area,
offered to assist with its development, offering certain areas of expertise and concern. B/C

Mann has been studying past work and that of the County and other District.

STANDING DISCUSSION ITEMS:

L LEGAL COUNSEL REPORT: Counsel James presented his report “California

Governor Issues New COVID-19 Executive Order Impacting Local Government.” Brief
discussion ensued regarding the impact the Governor's emergency declaration may impact
the District. This is informational only, no action required.

o WRITTEN COMMUNICATIONS: informational only, no action required.

BOARD RECOGNITION PROGRAM

o NEWS ARTICLES: This is informational only, no action required.
® COMMENTS:
STAFF REPORTS/UPDATES:

North County Fire Protection District
Board of Directors — Regular Meeting Minutes
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88 o STEPHEN ABBOTT, FIRE CHIEF/ICEO: Chief Abbott informed the Board the Staff had
89 suspended the internal command team. It is the intent of Staff to lift the leave suspension
90 and allow employees to exercise their leave with the exception noted that they travel at their
91 own risk meaning, if they become ill after travel, the recuperation will be borne by the
92 employee. Chief Abbott noted that the District is developing an Admin Building repopulation
93 plan, which includes adjusting work cycles, additional precautions and some building
94 modifications to make employee-to-employee and employee-to-public interactions safer.
95 The suggestion was made to place a sign outside informing the public there would be no
96 entry without a mask on. Chief Abbott and FM Fieri have determined to extend the weed
97 abatement deadline into June, as it is expected that the rain will leave much of the grass
98 green into June. Discussion ensued regarding the reality of asking people to mow during
99 the COVID-19 event with green grass and the scarcity of contractors to do the work. FM
100 Fieri updated the Board on the inspection progress. Chief Abbott will work with the SM
101 Specialist to ensure there is adequate media coverage of the new June 1%t date and to
102 encourage continued abatement progress. Chief Abbott commended the employees for the
103 organizational and cultural shifts wherein employees are holding themselves accountable,
104 obta'ining more professional advancement and taking greater ownership and responsibility
105 within the organization. Chief Abbott informed the Board the Staff is applying for a SAFER
106 grant for the 15" firefighter for Station 3. Informational only, no further action required.
107 CHIEF_OFFICERS AND OTHER STAFF: HRI/FINANCE SPECIALIST JuuL: HR/Finance
108 Specialist Juul informed the Board that working with legal support, they hope to have
109 resolution to the latest audit. She informed the Board that although the finance report
110 reflects only apportionment through March, the District has received its April apportionment
111 and the District is on track for Budget. HR/F Specialist Juul also informed the Board that the
112 District had received $34,000 from the CARES and she continues receive invoices, which
113 she believes will cover most of the COVID-19 cost expenditures. DIC MAHR: D/C Mahr
114 informed the Board that there are no employees out for COVID-19 exposure/illness. March
115 call statistics initially showed a 10% decrease but rebounded. This month so far, there is an
116 8% decrease in call volume. D/C McREYNOLDs: D/C McReynolds informed the Board the
North County Fire Protection District
Board of Directors — Regular Meeting Minutes
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117 District had completed a single role paramedic recruitment and now has a healthy list to
118 select from. He noted there will be a fire school training on Camp Pendleton in June.
119 President Luevano requested the District work to inform the public of the smoke issues.
120 - BoaARD: All Board members thanked the District employees for the outstanding work
121 during the COVID-19 crisis and expressed gratitude that everyone is now heaithy.
122 '-' BARGAINING GROUPS: A/P Lewis informed the Board that there was a high level of
123 Association attendance at the Board meeting to show their paramount interest and gratitude
124 to the Board in support of setting up the 115 account in conjunction with the POB. He
125 discussed the hard work the Association and Staff had done in IBN collaboration to reach a
126 middle ground to avoid other hard choices; providing an atmosphere for the future which
127 will allow the District to obtain and retain quality employees.
128 PuBLic COMMENT: No comments.
129
130 CLOSED SESSION
131 o OPENING CLOSED SESSION:
132 At 5:45 p.m., President Luevano inquired whether there was a motion to adjourn to Closed
133 Session. On a motion by Director Hoffman, seconded by Director Harris, the motion to
134 adjourn to Closed Session passed unanimously. President Luevano read the items to be
135 discussed in Closed Session and the Open Session was closed. A short break ensued after
136 the reading of the Closed Session Items. At 5:55 p.m., and the Board entered Closed
137 Session to hear:
138 CS-1. ANNOUNCEMENT — PRESIDENT LUEVANO: An announcement regarding the items to be
139 discussed in Closed Session was made prior to the commencement of Closed Session as
140 follows:
141 CS-2. CONFERENCE WITH LABOR NEGOTIATOR — GOVERNMENT CODE § 54957.6 — MANAGEMENT
142 GROUP NEGOTIATIONS — CHIEF ABBOTT:
143 NCFPD MANAGEMENT GROUP DISTRICT NEGOTIATORS:
144 CHIEF ABBOTT, DISTRICT COUNSEL JAMES
North County Fire Protection District
Board of Directors - Regular Meeting Minutes
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145 CS-3. CONFERENCE WITH LABOR NEGOTIATOR — GOVERNMENT CODE § 54957.6 — NON-SAFETY
146 GROUP NEGOTIATIONS — CHIEF ABBOTT:
147 FFA NON-SAFETY GROUP NEGOTIATORS ~ DISTRICT NEGOTIATORS: CHIEF ABBOTT, DISTRICT
148 COUNSEL JAMES
149 CS-4. CONFERENCE WITH LABOR NEGOTIATOR — GOVERNMENT CODE § 54957.6 — SAFETY
150 GROUP NEGOTIATIONS — CHIEF ABBOTT:
151 FFA SAFETY GROUP NEGOTIATORS DiSTRICT NEGOTIATORS:
152 CHier ABBOTT, DISTRICT COUNSEL JAMES
153 CS-5. CONFERENCE WITH LABOR NEGOTIATOR — GOVERNMENT CODE § 54957.6 —
154 UNREPRESENTED INDIVIDUALS — CHIEF ABBOTT:
1685 EXECUTIVE ASSISTANT/BOARD SECRETARY DISTRICT NEGOTIATORS:
156 CHIEF ABBOTT, DISTRICT COUNSEL JAMES
157 CS-6. REPORT FROM CLOSED SESSION — PRESIDENT LUEVANO
158 o REOPENING OPEN SESSION:
169 On a motion by Director Hoffman, which was seconded by Director Munson and which
160 passed unanimously, the Board returned Open Session at 7:15 p.m., the following items
161 were reported out to the public:
162 A motion was made by Director Harris to notify each Bargaining Group that the District
163 intends to open contract negotiations in accordance with their Bargaining Group MOU. The
164 motion was seconded by Director Hoffman and passed unanimously.
165 CS-2. CONFERENCE WITH LABOR NEGOTIATOR — GOVERNMENT CODE § 54957.6 — MANAGEMENT
166 GRouP NEGOTIATIONS — CHIEF ABBOTT: No further reportable action.
167 CS-3. CONFERENCE WITH LABOR NEGOTIATOR — GOVERNMENT CODE § 54957.6 — NON-SAFETY
168 GROUP NEGOTIATIONS - CHIEF ABBOTT: On a motion by Director Harris, seconded by Director
169 Hoffman, the motion to approve the Non-Safety Side Letter as presented passed
170 unanimously. No further reportable action.
171 CS-4. CONFERENCE WITH LABOR NEGOTIATOR — GOVERNMENT CODE § 54957.6 — SAFETY
172 GROUP NEGOTIATIONS — CHIEF ABBOTT: On a motion by Director Hoffman, seconded by
North County Fire Protection District
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173 Director Munson, the motion to approve the Safety Side Letter as presented passed

174 unanimously. No further reportable action.

175 CS-5. CONFERENCE WITH LABOR NEGOTIATOR — GOVERNMENT CODE § 54957.6 —

176 UNREPRESENTED INDIVIDUALS — CHIEF ABBOTT: No further reportable action.
177

178 ADJOURNMENT

179 A motion was made at 7:20 p.m. by Director Munson and seconded by Director Hoffman to

180 adjourn the meeting and reconvene on May 26, 2020, at 4:00 p.m. The motion carried
181 unanimously.

182 Respectfully submitted,

183

184 R 2 sl

185 Loren Stephen-Porter

186 Board Secretary
187

188 Minutes approved at the Board of Director's Meeting on: May 26, 2020
189

190

191

192

193

194

195

196

197

198

199

200

201
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May 13, 2020

SPECIAL MEETING OF THE BOARD OF DIRECTORS OF
THE NORTH COUNTY FIRE PROTECTION DISTRICT
President Luevano called the meeting to order at 4:00 p.m.
THE INVOCATION GIVEN BY DFC MAROVICH.

ALL RECITED THE PLEDGE OF ALLEGIANCE.

ROLL CALL:
Present: Directors Harris, Hoffman, Luevano, Munson and Van Doorn.
Absent: None.

Staff Present: Fire Chief/lCEO Abbott, Attorney James and Board Secretary Stephen-

Porter. In the audience was: DFC Marovich.

PUBLIC ACTIVITIES AGENDA
1. PuBLic COMMENT: President Luevano addressed the audience and inquired whether
there were any public members or public member comments regarding items not on the

Agenda. There being no responses or comments, the Public Comment Section was closed.

CLOSED SESSION
® OPENING CLOSED SESSION:
At 4:06 p.m., there being no other matters on the agenda, by consensus the Board
determined to proceed into closed session with President Luevano reading the items to be
discussed in Closed Session; the Open Session was closed. A short break ensued after
the reading of the Closed Session Items. At 4:15 p.m., and the Board entered Closed

Session to hear:

CS-1. ANNOUNCEMENT — PRESIDENT LUEVANO: An announcement regarding the items to be
discussed in Closed Session was made prior to the commencement of Closed Session as

follows:

CS-2. CONFERENCE WITH LABOR NEGOTIATOR — GOVERNMENT CODE § 54957.6 — MANAGEMENT

GROUP NEGOTIATIONS — CHIEF ABBOTT:

North County Fire Protection District
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NCFPD MANAGEMENT GROUP DISTRICT NEGOTIATORS:

CHIErF ABBOTT, DISTRICT COUNSEL JAMES

CS-3. CONFERENCE WITH LABOR NEGOTIATOR — GOVERNMENT CODE § 54957.6 — NON-SAFETY

GROUP NEGOTIATIONS — CHIEF ABBOTT:

FFA NON-SAFETY GROUP NEGOTIATORS DISTRICT NEGOTIATORS:

CHIEF ABBOTT, DISTRICT COUNSEL JAMES

CS-4. CONFERENCE WITH LABOR NEGOTIATOR — GOVERNMENT CODE § 54957.6 — SAFETY

GROUP NEGOTIATIONS ~ CHIEF ABBOTT:

FFA SAFETY GROUP NEGOTIATORS DISTRICT NEGOTIATORS:

CHIer ABBOTT, DISTRICT COUNSEL JAMES

CS-5. REPORT FROM CLOSED SESSION — PRESIDENT LUEVANO

o REOPENING OPEN SESSION:

On a motion by Director Harris, which was seconded by Director Hoffman and which passed
unanimously, the Board returned Open Session at 5:35 p.m., the following items were
reported out to the public:

CS-2. CONFERENCE WITH LABOR NEGOTIATOR — GOVERNMENT CODE § 54957.6 — MANAGEMENT

GROUP NEGOTIATIONS — CHIEF ABBOTT: No reportable action.

CS-3. CONFERENCE WITH LABOR NEGOTIATOR ~ GOVERNMENT CODE § 54957.6 — NON-SAFETY

GRoUP NEGOTIATIONS — CHIEF ABBOTT: No reportable action.

CS-4. CONFERENCE WITH LABOR NEGOTIATOR — GOVERNMENT CODE § 54957.6 — SAFETY

GROUP NEGOTIATIONS — CHIEF ABBOTT: No reportable action.

ADJOURNMENT
A motion was made at 5:40 p.m. by Director Hoffman and seconded by Vice President Van
Doorn to adjourn the meeting and reconvene on May 26, 2020, at 4:00 p.m. The motion
carried unanimously.

Respectfully submitted,
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Loren Stephen-Porter

Board Secretary

Minutes approved at the Board of Director's Meeting on: May 26, 2020
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NORTH COUNTY FIRE

PROTECTION DISTRICT
ADMINISTRATION - BUDGET & FINANCE

TO: BOARD OF DIRECTORS

FROM: DFC CHIEF STEVEN MAROVICH, HR/FS CHERIE JUUL AND CHIEF ABBOTT

DATE: May 26, 2020

SUBJECT: REVENUE & EXPENDITURES AS OF APRIL 30, 2020 (83%)
Revenue Sources Budgeted Collected Over/Under % of Budget
Property Taxes - FBK 15,476,356.00 | 14,944,433.54 (531,922.46) 97%
Property Taxes - RNBW 285,000.00 290,243.47 (236,911.29) 102%
Ambulance and Collections 1,945,000.00 1,867,955.27 (77,044.73) 96%
GEMT-State Supplement 130,000.00 - {130,000.00) 0%
Prevention Fees 200,000.00 137,196.11 (62,803.89) 69%
Tower Lease Agreements 103,000.00 95,281.80 (7,718.20) 93%
Other Revenue Sources 50,000.00 81,876.28 31,876.28 164%
Interest 70,000.00 82,014.92 12,014.92 117%
Cost Recovery 70,000.00 66,320.02 (3,679.98) 95%
Fallbrook Healthcare District 181,637.00 40,186.36 (141,450.64) 22%
Community Facilities District (CFD) 149,079.00 86,021.03 (63,057.97) 58%
Strike Team Reimbursements 89,000.00 76,162.64 (12,837.36) -
Other Reimbursements 150,000.00 36,665.55 (113,334.45) 24%
Mitigation Fees & Interest - FBK 300,000.00 451,890.56 151,890.56 151%
Donations & Grants 288,215.00 212,174.28 (76,040.72) 74%
Annexation fees - - - -
Transfers & Loans - - - 0%
Total Revenue: 19,487,287.00 | 18,468,421.83 | (1,018,865.17) 95%

Budgeted Spent Over/Under |% of Budget,

TTL Expenditures YTD thru 02-29-2020 | 18,568,278.00 | 14,519,785.95{ (4,048,492.05) 78%
Revenue over Expenditures 3,948,635.88
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NORTH COUNTY FIRE PROTECTION DISTRICT
MONTHLY INVESTMENT REPORT

April 30, 2020
BALANCE INTEREST
FALLBROOK RATE
County of San Diego/General Fund - FBK 3,449,811.24 0.01%  Operating
County of San Diego/General Fund - RNBW 1,147,095.90 0.01%  Operating
County of San Diego/Capital Reserve 396,691.58 0.01% Capital Reserves
County of San Diego/Fire Mitigation Fund - FBK 648,325.29 0.01%  Mitigation Fees
County of San Diego/Fire Mitigation Fund - RNBW 4,018.77 0.01% Mitigation Fees
Local Agency Investment Fund 2,137,121.93 1.79% LAIF
Workers' Comp JPA 476,263.62 0.26% PASIS Funds
Bank of America/PASIS 497.08 0.01%
First National/Benefit Fund 155,827.88 0.70%
First National/Payroll 406,513.03 0.70%
First National/Accounts Payable 135,093.05 0.66%
First National/Accounts Receivable . 191,137.18 0.70%
Pacific Western Bank/Accounts Receivable 1,247,378.56  0.00%
TOTAL 10,395,775.11
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Document

Document Number
Date

04 15 2020 FY19/20 Q4 PASIS
04 12020 STMT 04/2020
04 10 2020 PR AP 04/10/20
04 10 2020 PR AP 04/10/20
04 10 2020 PR AP 4/10/20
04 10 2020 PR AP 04/10/20
04 12020 LTD 04/2020
04 12020 STMT 04/2020
04 2 2020 37313894299
04 3 2020 03/05/20-04/03/20
04 3 2020 03/05/20-04/03/20-03
04 12020 010421020
04 2 2020 0381456040220
04 2 2020 0381472040220
04 6 2020 79053205
04 8 2020 1096
04 24 2020 PR AP 04/24/20
04 24 2020 PR AP 4/24/20
04 24 2020 PR AP 04/24/20
04 24 2020 PR AP 04/24/2020
04 14 2020 00D0036333755
04 8 2020 04/09/20-05/08/20
04 21 2020 MEDIC RECERT 20-22
04 16 2020 PA642
04 21 2020 EMT RENEW 20-22
04 12020 200418
04 2 2020 498455
04 11 2020 0417565041120
04 22 2020 OL-328
04 12020 9851557503
04 1 2020 099950914
04 12020 099950915
04 22 2020 FSC3510
04 22 2020 1009901381948
04 12020 177032
04 13 2020 287294515164A0421202
04 12 2020 1207943733
04 12020 STMT 04/15/20
04 20 2020 10839
04 23 2020 03/21/20-04/23/20

Vendor Name

CITY OF SAN MARCOS/KISER
Employee Benefit Specialists, Inc.
LINCOLN NATIONAL

FALLBROOK FIREFIGHTERS' ASSN
FALLBROOK FIREFIGHTERS' ASSN
FIREFIGHTERS LEG. ACTION GRP
Harry J. Wilson Insurance Center
THE STANDARD

DIRECTV

FALLBROOK PUBLIC UTILITY DISTR
FALLBROOK PUBLIC UTILITY DISTR

GROSSMAN PSYCHOLOGICAL ASSOC, INC.

TIME WARNER CABLE

TIME WARNER CABLE

WAXIE SANITARY SUPPLY
Western Extrication Specialists, Inc.
FALLBROOK FIREFIGHTERS' ASSN
FALLBROOK FIREFIGHTERS' ASSN
FIREFIGHTERS LEG. ACTION GRP
LINCOLN NATIONAL

READY FRESH

AT&T U-VERSE

RICHARD BERRY

Dominic Fieri

EDGAR GUZMAN

OSTARI

SOUTH COAST EMERGENCY VEHICLE SERV
TIME WARNER CABLE

Charlie Swanger

VERIZON WIRELESS

XEROX - PASADENA

XEROX - PASADENA

Matt Anderson

READY FRESH

ADMINISTRATIVE SOLUTIONS
AT&T Mobility

Citrix Systems, Inc

FALLBROOK OIL COMPANY
FALLBROOK PROPANE GAS CO
FALLBROOK PUBLIC UTILITY DISTR

Transaction Description

FY19/20 Q4 PASIS
Dental/Vision/Life 04/2020

LINCOLN NAT'L PMT 04/10/20

FFA DUES PR 04/10/20
FFA SR DUES PR 04/10/20
FLAG PMT 04/10/2020
LTD 04/2020

LTD 04/2019
04/01/20-04/30/20
03/05/20-04/03/20
03/05/20-04/03/20
Psych x 3
04/02/20-05/01/20
04/02/20-05/01/20
Clean touch towels
Generator repair Sta. 1
FFA DUES PR 04/24/20
FFA SR DUES PR 04/24/20
FLAG PMT 04/24/20
LINCOLN NAT'L PMT
03/11/20-04/10/20
04/09/20-05/08/20
Medic recert 20-22
PAG42

EMT renewal - Guzman
IT support 04/2020
Pulley/tensioner
04/11/20-05/10/20
OL-328
03/02/20-04/01/20
02/21/20-03/21/20
02/21/20-03/21/20
FSC3510
03/21/20-04/20/20
Admin fee - April 2020
03/14/20-04/13/20

GoTo Mtg 04/12/20-05/11/20

Fuel 04/01/20-04/15/20
Propane Sta. 4

03/21/20-04/23/20

May 26, 2020 — Regular Board Meeting

Document Amount

17,281.00
8,541.67
2,508.37
2,345.65

28.08
82.00
1,044.00
550.00
152.99
340.36
252.59
1,625.00
33793
1,142.93
265.39
1,191.74
2,345.65
29.25
82.00
2,433.24
48.23
146.64
200.00
1,633.99
125.50
1.850.00
913.59
96.98
900.00
77.26
157.43
32599
810.00
38.78
108.00
1,577.58
117.00
2,041.36
231.90
535.53
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Document

Document Number
Date

04 23 2020 03/21/20-04/23/20-00
04 8 2020 32721
04 8 2020 32722
04 8 2020 32723
04 7 2020 1057078
04 14 2020 1057348
04 15 2020 1057388
04 17 2020 STMT 04/17/20
04 24 2020 PT SHOES FY19/20
04 10 2020 03/11/20-04/10/20-00
04 10 2020 03/11/20-04/10/20-02
04 10 2020 03/11/20-04/10/20-01
04 10 2020 A767548
04 16 2020 820229
04 23 2020 03/20/20-04/21/20-15
04 24 2020 03/23/20-04/22/20-32
04 24 2020 03/23/20-04/22/20-37
04 20 2020 0000240042020
04 4 2020 52107
04 8 2020 100269

Vendor Name

FALLBROOK PUBLIC UTILITY DISTR
LineGear

LineGear

LineGear

NATIONWIDE MEDICAIL/SURGICAL
NATIONWIDE MEDICAIL/SURGICAL
NATIONWIDE MEDICAIL/SURGICAL
POSTAL ANNEX #25

NICKOLAS QUINN

RAINBOW MUNICIPAL WATER DIST
RAINBOW MUNICIPAL WATER DIST
RAINBOW MUNICIPAL WATER DIST
ROAD ONE

Southern Counties Lubricants
SDG&E

SDG&E

SDG&E

TIME WARNER CABLE

Uniform Plus

UNIFORM SPECIALIST/ACE UNIFORMS

Transaction Description

- 03/21/20-04/23/20

(3) Wildland pants

(6) Gear bags, 10 Streamlights
(10) Strealights/ (5) Wildland
(1) Fetanyl

(1) Fentanyl

(1) Fentanyl

Shipping

PT Shoes FY19/20
03/11/20-04/10/20
03/11/20-04/10/20
03/11/20-04/10/20

Tow Pierce eng.

Oil/Filters
03/20/20-04/21/20
03/23/20-04/22/20
03/23/20-04/22/20
04/20/20-05/19/20

Glasgow uniform

DeWoody uniform
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Document Amount

58.42
591.12
1,426.25
2,107.70
70.80
51.85
51.85
31.23
30.00
147.66
21043
14.81
360.00
516.69
45.62
144.66
104.18
149.95
140.92
536.81
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NORTH COUNTY FIRE
PROTECTION DISTRICT

FIRE CHIEF/CEO

TO: BOARD OF DIRECTORS
FROM: STEPHEN ABBOTT, FIRE CHIEF/CEQO
DATE: MAY 26, 2020

SUBJECT: APPROVAL OF POLICIES AND PROCEDURES

The following Policies and Procedures are being presented for review and approval:

1. Budget and Fund Management: Reserve Fund Balance Reporting
»  New policy to address how Capital Improvements are planned for and funded.

Page 1 of 1
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NORTH COUNTY FIRE PROTECTION DISTRICT

POLICY AND PROCEDURE MANUAL

ADMINISTRATION SECTION211.13
BUSINESS MANAGEMENT May 26, 2020
BUDGET & FUND MANAGEMENT Page 1 of 1

CAPITAL IMPROVEMENT PLAN FUNDING

1.0. PURPOSE:

1.1. A Capital Plan (Capital Improvement Program) is a multi-year financial plan that
lists and describes capital projects a local government plans to undertake,
indicates how projects will be funded and projects the effect of the plan on key
financial variables.

1.2. A Capital Project results in the acquisition or increased value of a capital asset
(e.g. land, land improvements, infrastructure and equipment, etc.).

1.3. The Government Finance Officers Association (GFOA) recommends that state and
local governments prepare and adopt comprehensive, fiscally sustainable, multi-
year capital plans. A multi-year capital plan is intended to identify and prioritize
expected capital needs based on strategic priorities and operational needs,
establish project scope and cost, detail estimated amounts of funding from various
sources, and project future operating and maintenance costs.

2.0. POLICY:

2.1.  The District shall adopt a Multi-Year Capital Plan spanning at least five years in
conjunction with the annual budget and five-year financial planning processes.
The Capital Plan should include all of the District's planned capital projects. To
qualify as a capital project, the asset or improvement should have:

2.1.1. Monetary value (cost) of at least $5,000; and

21.2. Useful life of at least five years.
2.2. The Capital Plan should incorporate the following elements as relevant and
appropriate:
2.21. Assessment of the physical condition of existing capital assets;
222, Strategic plans, capital equipment plans, facility master plans, including
changes in federal, state, and county policy and regulations;
2.23. Prioritization of capital needs based on established policy; and
224, Financial strategies and sources of funding:

2.1.1.1 For the acquisition or improvements associated with the project; and
2.1.1.2 For the subsequent annual operation and maintenance costs of the capital
asset throughout its life.

May 26, 2020 — Regular Board Meeting Page -30
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NORTH COUNTY FIRE
PROTECTION DISTRICT

FIRE PREVENTION BUREAU

TO: BOARD OF DIRECTORS

FROM: F/M FIERI AND CHIEF ABBOTT

DATE: MAY 26, 2020

SUBJECT: FIRE PREVENTION PROGRAMS: SET PUBLIC HEARING DATE FOR FIRE MITIGATION PLAN
ACTION AGENDA
RECOMMENDATION:

»  FEire Mitigation Program: Set public hearing date of July 28, 2020 at 4:15 p.m. for
the adoption of Resolution establishing a Multi-Year Facilities and Equipment Plan
for the Fire Mitigation Program.

BACKGROUND:

The District is required to adopt a Multi-Year Facilities and Equipment Plan to participate
in the County Fire Mitigation Fee Program. The Multi-Year Plan is required to be updated
annually.

DISCUSSION:

Adoption of a Multi-Year Plan and the Annual Report permits the District to continue to
participate in the Fire Mitigation Fee Program. This allows the District to collect developer
impact fees to offset the increased demands upon the District’s infrastructure.
Documentation supporting the fee schedule for Mitigation Fees and the Multi-Year Plan
will be presented at the July meeting.

FiscaL ANALYSIS: No fiscal changes at this time.

SUMMARY:

»  Staff recommends setting a time certain public hearing date of July 28, 2020 at
4:15 p.m. for the adoption Resolution establishing a Multi-Year Facilities and
Equipment Plan for the Fire Mitigation Program.
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PUBLIC NOTICE

NOTICE IS HEREBY GIVEN THAT THE BOARD OF DIRECTORS OF THE NORTH
COUNTY FIRE PROTECTION DISTRICT, 330 South Main Avenue, Fallbrook, California,
County of San Diego, will conduct a Public Hearing on Tuesday, July 28, 2020, at a time
certain of 4:15 p.m. at the Fallbrook Public Utility District, 990 East Mission Road,
Fallbrook, California, OR alternatively, if COVID-19 meeting restrictions continue to apply,
the public hearing will be TELEPHONIC, to establish a Multi-Year Facilities and
Equipment Plan for the Fire Mitigation Fee Program to comply with Government Code
§§66000-66002 and the County of San Diego Fire Mitigation Fee Ordinance.

Any taxpayer may appear at said time and place and be heard regarding this item.

Dominic Fieri, Fire Marshal
North County Fire Protection District
(760) 723-2010

BY ORDER OF THE BOARD OF DIRECTORS OF THE NORTH COUNTY FIRE
PROTECTION DISTRICT.

Loren Stephen-Porter

Board Secretary
Dated: May 26, 2020
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NORTH COUNTY FIRE

PROTECTION DISTRICT
ADMINISTRATIVE SERVICES

TO: BOARD OF DIRECTORS
FROM: CHIEF ABBOTT AND DEPUTY CHIEF MAROVICH
DATE: MAY 26, 2020

SUBJECT: 2020 CALPERS UAL RESTRUCTURING — APPROVAL OF TRUST
AGREEMENT, BOND PURCHASE AGREEMENT, PRELIMINARY OFFICIAL
STATEMENT FOR ISSUANCE OF PENSION OBLIGATION BONDS; APPROVAL OF
DEBT MANAGEMENT POLICY AND CONTINUING DISCLOSURE POLICY

ACTION AGENDA
RECOMMENDATION:

It is recommended that the District Council adopt Resolution No. 2020-05 confirming the
issuance of Pension Obligation Bonds and approving Official Statement, Trust
Agreement, Bond Purchase Agreement and related actions, and authorize staff to
pursue a formal credit rating through S&P Global Ratings.

BACKGROUND:

Over the last several years, the _
North County Fire Protection VAL History and Funded Status
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Miscellaneous Plan. Annual

payments to CalPERS have grown rapidly: from $2.2 million in FY 2015 to $3.4 million
projected for FY 2021 and are projected to be around $5 million by FY 2029.

These annual costs are comprised of (1) the “Normal Cost” which are the payments to
cover benefits to current employees and (2) the “UAL payments” which represent the
payments to amortize the shortfall/gap between what is needed to pay retiree benefits
vs. how much in current assets the District actually has in its accounts with CalPERS.
The District's $27.5M UAL is not repaid all at once but is amortized over a longer period
(different components are amortized over different time periods, with most between 10
and 25 years) at an interest rate of 7.0%. Pension cost increases are the largest

Page 1 of 9
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2020 CALPERS UAL RESTRUCTURING
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financial challenge facing most agencies throughout the state and are primarily due to
factors outside of agencies’ control, namely assumption changes made by CalPERS
and below average investment returns.

The chart below provides a current snapshot of the District's estimated CalPERS
payments, with Normal Costs by Plan shown in dark blue and teal, and UAL payments
by Plan shown in orange and light blue. The UAL payments shown are based on the
most recent actuarial CalPERS valuation report, and currently are scheduled to be paid
through FY 2046. The Normal Cost estimates through FY 2025 are based off the same
actuarial valuation report, and then projected out with no growth thereafter for illustrative
purposes.
NCFPD - Projected CalPERS Costs
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DISCUSSION

In January of 2020, the District Chief and Deputy Fire Chief discussed with NHA
Advisors, Brandis Tallman and Stradling Yocca Carlson & Rauth the concept of
restructuring a portion of the District's UAL using a Pension Obligation Bond (POB).
Staff and NHA Advisors (‘NHA”) then made a presentation to the Board in February to
discuss the concept in more detail, including potential benefits and risks. In April, the
Board also adopted a Pension Funding Policy which will help provide guidance on
managing pension costs moving forward.

Since that time, District staff has worked with NHA as its Municipal Advisor to explore
dozens of structuring options for the proposed 2020 POBs. These include various sizes
of UAL paid off, different repayment shapes of the debt, and different maturities of the
debt (ranging from 20 to 26 years). As will be shown further down in the Proposed
Structure section, the District is proposing to issue 20-year POBs. While this term is
shorter than was initially contemplated, the District is interested in minimizing the
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2020 CALPERS UAL RESTRUCTURING
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proposed interest rate while maximizing overall savings, as opposed to solely
maximizing near term savings (which a longer maturity could help with). Concurrently,
the District's Bond and Disclosure Counsel (Stradling) began drafting the necessary
legal documents and investor disclosure and the District's underwriter (Brandis) has
been monitoring the taxable bond market to assess potential interest rates for the
District's proposed POBs.

The District and its team are also preparing for a credit presentation with S&P Global
Ratings (“S&P”), which will be the District's inaugural rating. With approval of the POB
on May 26" by the District Board and a final credit rating in hand, the District and its
team will re-assess the market in early June to see if the District's desired interest rate
targets can be met. In the event market conditions at the time do not facilitate the
District's objectives, the District will have the choice to delay (and further monitor the
market) or not execute the transaction.

The District has been carefully exploring the concept of using POBs for the following
reasons:

POB Benefits:

o Fiscal Sustainability Tool: Ability to “re-shape” the District's overall pension
repayment in a way that creates enhanced long-term fiscal sustainability and
budgetary predictability.

e Near-Term Budgetary Savings: By modifying the current near term “peak” or
(“shark-fin”) in scheduled payments into a more predictable (i.e. level or nearly level)
structure, near-term cash flow savings are created. As detailed below, the District's
projected savings from the proposed POB are estimated at $5.84 million.

e Interest Rate Savings “Arbitrage”: District can borrow at rates much lower
(currently around 4%) than those CalPERS is charging on the UAL debt (7%).

e Increase Funding Ratio: The District's current CalPERS Safety ratio is 74%;
estimated funding ratio after the proposed POB will be about 95%.

e Enhanced Resiliency to Handle Future Potential Economic Shocks: Creating a
lower and more affordable payment shape will provide the District with enhanced
capacity to handle future adverse impacts, such as new UAL added by CalPERS.

POB Risks and Considerations:

o Reinvestment Risk: Projected POB savings assume that CalPERS earns 7% on
average over the next 20 years. Actual POB savings are expected to be lower if
CalPERS earns less than 7% and higher if CalPERS earns more than 7% over the
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term of the POB. The rule of thumb is that the POB will generate savings for the
District if CalPERS earns higher than the rate paid on the bonds (estimated at
4.0%). While there is a chance that CalPERS earns less than 4% over 20 years,
history suggests the likelihood of this outcome being low in light of their long-term
performance track record (30-year returns through FY 2019 are 8.1%, 20-year
returns are 5.8%, and 10 year returns are 9.1%. Additionally, historical investment
return trends have shown that CalPERS’ investment performance following a market
correction tends to produce investment returns above the average.

e GFOA Concerns: The GFOA (Government Finance Officers Association) has
cautioned public agencies in 2015 regarding the issuance of POBs. As detailed
further in a presentation to be delivered to the Board on May 26!, while the GFOA'’s
primary concern of reinvestment risk is certainly applicable, it is believed that the
other five areas of concern outlined do not apply to the District's proposed 2020
POBs, as will be described further on Mary 26". The proposed 2020 POBs do not
involve derivatives (swaps), will include a call feature (flexibility for the District to
prepay in the future) and are expected to augment the District's credit profile given
the enhanced affordability of pension costs presented through the POB.

Proposed Structure of 2020 POBs:

After thoroughly evaluating over a dozen options with its Municipal Advisor, the District
is seeking to pay off about 79% of its Safety UAL, bringing the funding ratio of that plan
to 95%. The District will leave the smaller Miscellaneous Plan UAL outstanding as that
UAL has already been placed on a 9-year “Fresh Start” repayment schedule with
CalPERS. As shown in the orange line below, new aggregate (POB + Unrefunded

UAL) payments will be smoothed/leveled out over the next 20 years before declining in
FY 2041.

Estimated total savings is over $5.8 million as shown in the table below, which equates
to about $4.49 million on a present value (PV) basis. At the February meeting with the
Board, the three options shown illustrated between $1 million and $5 million of
cumulative savings. This new proposed structure has been optimized through a more
efficient payoff strategy of the District's various amortization layers with CalPERS, which
has generated increased projected savings. A more detailed comparison of current
UAL payments vs. new proposed payments can be found in the table in Exhibit G.
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NCFPD - Estimated Savings and Structure of 2020 POBs
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Upon approval of the Resolution, the District’s financing team will move forward with this
financing with a goal of capitalizing on historically low interest rates if certain parameters
can be met.

RESOLUTION 2020-05:

The Resolution (Exhibit A) being approved tonight authorizes staff to complete the POB
financing, and approves forms of the following documents:

1. Trust Agreement (Exhibit B); and

2. Preliminary Official Statement (Exhibit C; includes a continuing disclosure
certificate); and

3. Bond Purchase Agreement (Exhibit D); and

4. Debt Management Policy (Exhibit E); and

5. Continuing Disclosure Policy (Exhibit F)

DOCUMENTS FOR REVIEW AND APPROVAL:

Trust Agreement: This document contains the terms of the Bonds, including payment
and redemption provisions, definition and pledge of Revenues to pay the Bonds, Rights
and Duties of the Trustee, remedies upon a default in the payment of the Bonds and
final discharge of the Bonds and other related matters.

Preliminary Official Statement: Disclosure Counsel prepares a preliminary Official
Statement with input from the financing team including tables relating to the District's
finances. Following Board authorization, the preliminary Official Statement will be
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distributed by the Underwriter and used as the primary marketing document to
prospective bond purchasers. A table of contents identifies critical topics such as the
plan of finance, security for the bonds, information on the District (management and
finances), the continuing disclosure requirements and the form of opinion of bond
counsel. The agenda packet includes a draft of the preliminary Official Statement that
the financing team considers to be essentially final. A final Official Statement will be
made available shortly after the POBs are sold; it will be identical to the preliminary
Official Statement except that it will reflect the final bond sale information.

The distribution of the preliminary Official Statement and the final Official Statement is
subject to the federal securities laws, including the Securities Act of 1933 and the
Securities Exchange Act of 1934. These laws require the preliminary Official Statement
to include all facts that would be material to an investor in the POBs. Material
information exists where there is a substantial likelihood that the information would have
actual significance in the deliberations of the reasonable investor when deciding
whether to buy or sell securities. The Securities and Exchange Commission (SEC), the
agency with regulatory authority over compliance with the federal securities laws, has
indicated that if a member of a legislative body, like the Board, has knowledge of any
facts or circumstances that an investor would want to know prior to investing in
securities, like the POBs, whether relating to their repayment, tax-exempt status,
undisclosed conflicts of interest with interested parties, or otherwise, he or she should
endeavor to discover whether such facts are adequately disclosed in the preliminary
Official Statement. The steps that a member of the Board could take to fulfill this
obligation include becoming familiar with the preliminary Official Statement and
questioning staff and other members of the financing team about the disclosure of such
facts.

Bond Purchase Agreement: An agreement between the District and Brandis Tallman, as
Underwriter, whereby the Underwriter will agree to purchase the POBs contingent upon
the District satisfying the obligations imposed within the agreement. The Underwriter
agrees to make a bona-fide public offering of the bonds in an “arms-length” transaction.

Debt Management Policy: The purpose of the Debt Management Policy is to provide
clear and comprehensive guidelines for the issuance and financial management of debt
issued by the District. Senate Bill No. 1029, adopted in 2016 and codified at Section
8855(i) of the Government Code, requires that an issuer have a Debt Management
Policy in place prior to the issuance of debt. This Debt Management Policy, as
presented to the District Board for approval, fulfills the District's requirements for local
debt policies in accordance with SB 1029. The Debt Management Policy identifies the
reasons why the District and its related entites may issue debt, designates
responsibilities, defines several key terms, formalizes District policies regarding various
debt structuring considerations, and outlines the ongoing requirements related to tax
compliance, disclosure, and bond administration. The policies are intended to apply
both to the District and its affiliated entities.
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Continuing Disclosure Cettificate (Included in POS) and CD Policy: SEC Rule 15¢2-12
requires the underwriter of an issue of municipal securities to obtain a commitment by
the issuer of the securities to provide ongoing disclosure. The Continuing Disclosure
Certificate -- which is attached to the preliminary Official Statement -- requires the
District, as the obligated party with respect to the POBS, to provide two types of ongoing
disclosure — an annual report each year, and timely notices of certain types of events
that are likely to be material to investors, if and when any occur. The District has
contracted with its Municipal Advisor to provide these annual updates and is also
recommending the approval of a Continuing Disclosure Policy that, similar to the
District's new Pension Funding Policy, provides guidance on how this annual process
will be executed.

Not to Exceed Amounts: The Resolution also includes a not-to-exceed par amount of
$21 million and a not-to-exceed interest rate of 4.25%.

ANTICIPATED SCHEDULE:

Upon approval of the Preliminary Official Statement, legal documents, and Bond
Purchase Agreement, the District's financing team will begin the process of marketing
the POBs to investors. It is expected that the earliest District will sell its POBs is in early
June, with a closing around June 19". However, it is important to note that the District's
financing team is actively monitoring current market conditions and other financing
considerations in determining the best time to sell the bonds into the market. After the
Board approves the resolution, the financing team is prepared to move quickly to sell
the POBs at the optimal time and maximize the District's benefit.

GOOD FAITH ESTIMATES:

The good faith estimates discussed below with respect to the 2020 POBs are provided
in accordance with California Government Code Section 5852.1. Such good faith
estimates have been provided by NHA Advisors, the District's Municipal Advisor, in
consultation with Brandis Tallman, as Underwriter of the 2020 POBs, and are based on
assumptions of the Estimated Principal Amount of the 2020 POBs and on market
interest rates prevailing at the time such estimate is prepared. The estimates assume
that the District issues one series of POBs. If executed in multiple series, the costs
estimates would be different than shown below.

Principal Amount: The Municipal Advisor has informed the District that, based on the
District’s financing plan and current market conditions, its good faith estimate of the

aggregate principal amount of the 2020 POBs to be sold (the Estimated Principal
Amount) is $20.3 million.

True Interest Cost of the Bonds: The Municipal Advisor has informed the District that its
good faith estimate of the true interest cost of the 2020 POBs (which is the rate
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necessary to discount the amounts payable on the respective principal and interest
payment to the purchase price received for the Bonds) is 4.05%.

Finance Charge of the Bonds: The Municipal Advisor has informed the District that its
good faith estimate of the finance charge for the 2020 POBs (which is the sum of all
fees and charges paid to third parties, or costs associated with the 2020 POBs) is
$312,205. Such fees and charges include fees for bond and disclosure counsel,
municipal advisor, trustee, rating agencies, printing and underwriting.

Detailed estimates of these fees for each party are below:

Underwriting: $142,205 (0.7% of par)

Rating Agency: $22,750

Bond/Disclosure Counsel: $70,000

Municipal Advisor: $57,500

Trustee, Printing and Miscellaneous: $19,750

These fees are all paid for with bond proceeds. Bond Insurance is not currently
assumed to be available. [f available, and the actual cost of bond insurance is
determined to be lower than the additional savings (from lower interest rates) it
generates, a bond insurance policy could be potentially be purchased closer to the time

of pricing. Estimated savings from the proposed 2020 POBs take into account all of
these costs.

Amount of Proceeds to be Received: The Municipal Advisor has informed the District
that its good faith estimate of the amount of proceeds expected to be received by the
District for sale of the 2020 POBs (less the finance charge of the 2020 POBs, as
estimated above, and any reserves funded with proceeds of the 2020 POBs) is $20.0
million.

Total Payment Amount: The Municipal Advisor has informed the District that its good
faith estimates of the total payment amount of all payments the District will make to pay
debt service on the 2020 POBs calculated to the final maturity of the 2020 POBs is
$30.3 million.

The foregoing estimates constitute good faith estimates only. The actual principal
amount of the 2020 POBs issued and sold, the true interest cost, the finance charges,

the amount of proceeds received, and the total payment amount may differ from such
good faith estimates due to:

1. The actual date of the sale of the 2020 POBs being different than the date assumed
for purposes of such estimates;

2. The actual principal amount of the 2020 POBs sold being different from the Estimated
Principal Amount;
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3. The actual amortization of the 2020 POBs being different than the amortization
assumed for purposes of such estimates;

4. The actual market interest rates at the time of sale of the 2020 POBs being different
than those estimated for purposes of such estimates:

5. Other market conditions; or

6. Alterations in the District’s financing plan, delays in the financing, additional legal
work (including federal tax law due diligence), or a combination of such factors.

The actual date of sale of the 2020 POBs and the actual principal amount of 2020 POBs
sold will be determined by the District based on the timing of the need for proceeds of
the 2020 POBs and other factors. The actual interest rates and amortization of the 2020
POBs will depend on market interest rates at the time of sale. Market interest rates are
affected by economic and other factors beyond the control of the District. If market rates
change so that the transaction is no longer financially beneficial, the District can
terminate the transaction at any time before the refunding bonds are issued.

FISCAL ANALYSIS:

Costs to execute the issuance of the POBs is included in the financing and there is no
general impact to General Fund budget related to those costs; the only cost that is non-
contingent is the credit rating fee, which has a cost of $22,750. However, in the event
this transaction was to be delayed, it is anticipated that the credit rating fee can still be
financed by the bond issuance at a later financing date. Cumulative savings is
estimated at $5.84 million and savings are projected to average $490,000 from FY 2021

— 2036. Total net present value savings is approximately $4.49 million over the 20-year
term of the POBs.

SUMMARY:

Staff recommends the Board approve this resolution so that staff and the financing team

can finalize the issuance, sale and delivery of the 2020 POBs if market conditions prove
advantageous.

ATTACHMENTS

Exhibit A — Resolution No. 2020-05
Exhibit B — Trust Agreement

Exhibit C — Preliminary Official Statement
Exhibit D — Bond Purchase Agreement
Exhibit E — Debt Management Policy
Exhibit F — Continuing Disclosure Policy
Exhibit G — Estimated Savings Analysis
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Project Schedule To Date

January

February

March

February - May

May 26
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District staff discusses POB concept with financing team

Presentation of POB concept (benefits, risks and
preliminary options) to Board

District adopts formal pension funding policy

Over a dozen UAL restructuring options evaluated
(different sizes/maturities); Investor disclosure (POS)
and legal documents drafted

Board approval of POB financing & financial policies



Legal/Disclosure Documents & Policies for Approval

» Resolution: Authorizes Staff to complete POB financing and approves forms of the
following documents:

» Trust Agreement: Details the terms of the Bonds, including payment and redemption
provisions, rights and duties of the trustee and other related matters

» Preliminary Official Statement (“POS”): Primary marketing and disclosure document to
prospective bond purchasers

Bond Purchase Agreement: Agreement between the District and underwriter, whereby the
Underwriter will agree to purchase the Bonds and make a bona-fide public offering of the

Bonds

» Debt Management Policy (legally required): Policy to provide clear and comprehensive
guidelines for the issuance and financial management of debt issued by the District

> Continuing Disclosure Certificate & Policy: The Certificate (attached to the POS and legally
required) certifies the commitment of the District to provide annual ongoing disclosure in
accordance with SEC regulations; the Policy (not legally required, but recommended) provides
guidance on how this annual process will be executed

North County 5
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1. PROJECTED REPAYMENT SHAPE OF
CALPERS UAL DEBT
(UNFUNDED ACCRUED LIABILITY)
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Projected Repayment Schedule on $28M UAL — Amortized at 7% Rate
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Pension Bond - Conceptual Overview

» District borrows money to pay off some or all its debt (UAL) with CalPERS
Typical method is through a Pension Obligation Bond (POB)

Bond is issued to investors

» Interest rate is lower (currently < 4.25%) than 7% CalPERS charges on UAL debt

» Objective is to “re-shape” the overall pension liability payment(s) — paid to
CalPERS and investors — that provides for better:

Budget predictability and affordability
Long-term fiscal sustainability

Cash flow savings

ml\lor‘thc@unty g NHA ADVISORS
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Selected Recent POB Issuances
» POBs were commonplace in the 1990s and 2000s

150+ issued nationwide; over 75 in CA

» After San Bernardino and Stockton bankruptcies, investors became skittish
about purchasing POBs and issuance dried up

» Over last 2 years, investor interest in - o O & Q ; ~

POBs has grown; feasible for agencies PASADENA =
- . Y’y v/ ontere
who have a strong credit rating (“A” or e orapr N i
higher) Sy District
. . {2020) (2020} (2020) (2020} {2019) {2019)
» Near record low interest rates in bond AR AAA An A N s

market have resulted in strong interest in

T,
POBs by CalPERS members fm\a
Other POB issuances in process include: gt
Cities of Chula Vista, Azusa, Carson, El Monte, Mprywillly  Hawthome  glendem: o, wp (Bolwinfark  LaVesne
El Cajon, Montebello, Pomona, Inglewood, (2019) (2019) (2019) (2019) (2019) (2018)
Riverside and several others N an AR Private an. "

Placement
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Current Interest Rates at Historical Lows
30-Year History of the 30-Year Treasury Rate
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POB Options Evaluated and District Objectives

» Sizes between $15M and $28M were explored; maturities ranging from 20 years
(shortest) to 26 years (longest)

» Recommended Structure:

. $20M to pay off 79% of Safety Plan UAL
Brings funding ratio to 95%

0 Healthy funding ratio, but under 100% to prevent risk of overfunding

Smaller Miscellaneous Plan not paid off with POB since this plan is already being amortized
over a shorter 9-year period (implemented by staff last year)

Shortest (20-year) maturity recommended by staff to minimize interest rate and maximize
overall savings

Longer maturity would increase near term savings, but generate less savings overall and be at a slightly
higher interest rate

North County 12
Fire Protection District



Proposed $20M UAL Restructuring (79% of Safety UAL)
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Detailed Annual Projected Savings

[ a+c2) B+a3  A-D] ]
c3 D 3

(7m% Safary LAl

¥ Fayiment 5 = : ts Est. Savings” 5 FOB.

2021 1,978,075 681,731 765,000 756,939 1,521,939 2,203,670 (225,595} Current Safety UAL $25,446,751
2022 2,257,655 | 785,058 680,000 738,962 1,418,962 2,204,020 53,635 Current Miscellaneous UAL 53,023,535
2023 2,492,939 835,376 645,000 722,506 | 1,367,506 2,202,882 290,057 Total Current UAL w
2024 2,642,865 823,280 675,000 706,252 | 1,381,252 2,204,531 438,334 Totol Safety UAL Funded with POB (5) 20,000,000
2025 2,793,009 845,925 670,000 687,554 1,357,554 2,203,479 589,530 Total Miscellaneous UAL Funded with POB (5) S0

y 2026 2,869,816 869,187 665,000 668,593 1,333,593 2,208,780 667,036 Total Safety UAL Funded with POB (%) 79%

| 2027 2,948,736 893,090 | 665,000 648,444 1,313,444 2,206,533 742,203 | | Estimated New Funded Ratio of Safety Plan_ 95.4%

| 2028 3,029,826 917,649 | 660,000 627,297 1,287,297 2,204,946 824,880 Est. POB Principal Amount $20,315,000
2029 3,113,147 942,885 655,000 605,583 1,260,583 2,203,468 909,679 | . POB 1 Rate [w/ Costs] 4.14%
2030 2,738,457 508,513 1,115,000 583,444 1,698,444 2,206,957 531,500 357,351 | | Est. Total Savings {2021-2037} $8,330,327
2031 2,813,765 522,498 1,135,000 545,199 1,680,199 2,202,697 611,068 394,858 | | Additional Payments (Beyond 2037) [2.488 187)
2032 2,891,143 536,866 1,170,000 499,572 1,669,572 2,206,438 684,705 425,220 Est. Net Cumulative Savings $5,842,141
2033 2,853,834 551,540 1,200,000 452,538 1,652,538 1,204,078 649,756 387,811 Est. Avg. Annual Savings (2021-2037) 4490,019
2034 2,812,287 566,615 1,235,000 404,258 1,639,298 2,205,913 606,374 347,832 Est. PV Savings {$) $4,493,675
2035 2,722,712 581,649 1,270,000 354,651 1,624,651 2,206,300 516,412 284,698 Est. PV Sam |!| 2&47%
2036 2,568,031 595,877 1,305,000 303,597 1,608,597 2,204,474 363,557 192,628 Estimated Fixed Costs of Issuance (CON} 5$170,000
2037 2,283,777 598,707 1,360,000 247,874 1,607,874 22065581 | 77,196 19,310 |LEstimated Variable Costs 5142 205
2038 1,319,901 599,537 1,415,000 189,802 1,504,802 2,204,339 | (884,438)  (432,845)
2039 1,103,086 585,902 1,450,000 129,381 1,619,381 2,205,283 {1,102,197) ({518,423} Estimated Fined Cotts of Istuance (COI)
2040 949,407 597,726 1,540,000 65,758 1,605,758 2,203,484 (1,254,077} (566,902} Bond/Disclosure Counsel (Stradling) $70,000
2041 855,955 614,164 | v} 614,164 241,791 105,047 Municipal Advisor (NHA} $57,500
2042 674,284 475,532 0 475,532 198,752 82,983 Rating Agency [S&P) $22,000
2043 646,677 493,514 0 493,514 153,163 61,463 Trustee (U.S. Bank} $3,000
2044 514,262 409,345 0 409,345 104,917 40,464 8id Platform $1,500
2045 260,818 206,917 | 1] 206,917 53,501 19,979 Printer (TBD) $2,500
2046 | 11148 11,148 0 I 11,148 a 0 | _Miscellaneous/Contingency $13,500
Total | 52,245612 | 16,050,232 | 20315000 9,938,240 | 30,253,240 | 46303471 | 5,842,141 4,493,675 | Estimated Total COI $170,000

Estimated Wariahke Costs

* Estimoted savings assume CalPERS investment earnings af 7.0%. Savings assume ‘A’ credit rating at current interest rates. Realized Underwriter's Discount [Brandis Tallman} $142,205

savings subject to interest rates at time of pricing and future CalPERS returns. {Estimated 0.7%/Bond)

** Present value (PV) indicates the current volue (in today’s doliars) of future payments, based on an applicable discount rate. ** Savings metrics net of costs of issuance (Fixed COI + UW Discount).
North County 14
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UAL Restructuring — Summary of Key Benefits

" Fiscal Sustainability
: scal Su y Ability to restructure the District’s pension debt payments in a way that creates enhanced long-
Tool “term fiscal sustainability, budgetary predictability, and lower/stabilized % of payroll costs

Near-Term Budgetar
, g y By modifying the current near term “peak” in scheduled payments into a more level structure,
Savi ngs near term cash flow savings are created; Over $8 million projected through FY 2037.

Interest Rate Savings The District can borrow at historically low interest rates that are much lower {currently = 4.0%)
than those CalPERS is charging on UAL debt (7%)

Increase Fundin
g Current ratios are between 65.1% (Miscellaneous) and 73.8% (Safety); increasing these ratios is

Ratio viewed as a credit rating positive

Modify Maturit
y V/ The District has flexibility to shorten or lengthen repayment period to meet financial and policy
HEE W SIS ET S ojcctives and also determine new repayment shape (flat, escalating, etc.)

bunasy pieog Jeinbay — 0z0z ‘97 AeN

Maintain Services/ , . . . .
) UAL restructuring may reduce the need for service reductions and/or provide opportunity for
CIP Funding increased CIP funding

ENonhCoumy 15 NHA ADVISORS
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The GFOA View — And How the Proposed POBs Differ

* Yes. Instead of CalPERS’s expected earnings rate of 7.0%, lower actual returns could occur. The
chances of returns below the current <4.25% borrowing cost are low, but they do exist. Savings is
generated as long as CalPERS returns are higher than the rate paid on the POBs.

“Invested POB proceeds might earn less than the
borrowing costs” {Reinvestment Risk}

“POBs are complex instruments that carry considerable

: " i * No. These are fixed rate bonds and no swaps are used.
risk...and may include swaps or derivatives...

“lssuing taxable debt to fund the pension liability
increases the jurisdiction’s bonded debt burden and
potentially uses up debt capacity...”

¢ No. The District is not subject to any debt limit. The proposed POBs merely replace a portion of
the District’s payments to CalPERS with debt service at lower rates.

POBs are “typically issued without call options” making
it more difficult to refund bonds if interest rates fall or 3
different debt service structure is desired in the future.

e No. These bonds will be issued with a call feature, allowing the District to refinance them in the
future.

“POBs are frequently structured in a manner that defers

Sha = * No. Under the proposed scenario, principal will be amortized immediately.
the principal payments...

“Rating agencies may not view the proposed issuance of * No. Rating agencies have generally been viewing POBs as a credit neutral or positive based on the
POBs as credit positive...” enhanced affordability of overall pension expenses.

North County 16
Fire Protection District

65— obed



0202 ‘9z Aep

-

bunaa pieog se|nbay

09— a2bed

0oL UL e L GG F S D e DAL de i,

Recent stock market correction and
likelihood of poor FY 2019/20 returns
impact District the same with or without a
POB

» POB performance based on market returns
AFTER the POB is issued

Based on 0% returns (current estimate),
District’s new UAL added would be $5.2M
» Cash flow impact starting in FY 2023, ramping

up through FY 2027, and levelling out through

FY 2042 (see dotted lines in chart to the right)
Blue is “do-nothing” {no POB) and orange is
after POB

Exacerbates current “peaking” repayment shape

The recent sizable drop in the US equity
market may be beneficial for the proposed
financing strategy as the market has
historically rebounded from prior similar
events

North County
Fire Protection District
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Recommendation
» That the District Board approve Resolution No. 2020-05

» Approves 2020 POBs with not to exceed par of $21 million and not to exceed interest rate of
4.25%

» Interest rates are not locked until a Bond Purchase Agreement is signed by staff and the
underwriter on the day of pricing (tentatively June 9%, 2020)

Staff, in consultation with its Financial Advisor (NHA), will monitor the proposed interest rates in
early June

if desired interest rate target cannot be met, staff may choose to delay financing and not execute
sale this June

If not issued this June, District can re-evaluate after August actuarial valuation reports are released

0 Future feasibility subject to interest rate and market risk

bunaay pseog seinbay - 0zoz ‘9z Aein

» Tonight’s approval will allow staff and team to complete credit rating process and begin
marketing the bonds to investors to get a better sense of potential interest rates
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NORTH COUNTY FIRE
PROTECTION DISTRICT

ADMINISTRATIVE SERVICES

TO: BOARD OF DIRECTORS
FROM: CHIEF ABBOTT AND DEPUTY CHIEF MAROVICH
DATE: MAY 26, 2020

SUBJECT: 2020 CALPERS UAL RESTRUCTURING ~ APPROVAL OF TRUST AGREEMENT,
BOND PURCHASE AGREEMENT, PRELIMINARY OFFICIAL STATEMENT FOR
ISSUANCE OF PENSION OBLIGATION BONDS; APPROVAL OF DEBT
MANAGEMENT PoLICY AND CONTINUING DISCLOSURE PoLicy

ATTACHMENTS — ExHiBIT A — RESOLUTION NoO. 2020-05
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NORTH COUNTY FIRE PROTECTION DISTRICT
RESOLUTION NO. 2020-05

RESOLUTION OF THE BOARD OF DIRECTORS OF THE NORTH COUNTY FIRE
PROTECTION DISTRICT AUTHORIZING THE ISSUANCE OF BONDS TO REFUND
CERTAIN PENSION OBLIGATIONS OF THE DISTRICT, APPROVING THE FORM
AND AUTHORIZING THE EXECUTION OF A TRUST AGREEMENT AND
PURCHASE CONTRACT, APPROVING THE FORM OF AND AUTHORIZING THE
DiISTRIBUTION OF A PRELIMINARY OFFICIAL STATEMENT AND APPROVING
ADDITIONAL ACTIONS RELATED THERETO

WHEREAS, the North County Fire Protection District (the “District”) has previously
adopted a retirement plan pursuant to the Public Employees’ Retirement Law,
commencing with Section 20000 of the Government Code of the State of California, as
amended (the “Retirement Law”) and elected to become a contracting member of the
California Public Employees’ Retirement System (“PERS”);

WHEREAS, the Retirement Law and the contract (the “PERS Contract”) effective July 1,
1948, between the Board of Administration of PERS and the Board of Directors of the
District (the “Board”) obligate the District to (i) make contributions to PERS to fund
pension benefits for certain District employees, (ii) amortize the unfunded accrued
actuarial liability with respect to such pension benefits, and (jii) appropriate funds for the
foregoing purposes;

WHEREAS, the District desires to authorize the issuance of its North County Fire
Protection District 2020 Taxable Pension Obligation Bonds (the “Bonds”) pursuant to the
provisions of Articles 10 and 11 of Chapter 3 of Part 1 of Division 2 of Title 5 of the
California Government Code, commencing with Section 53570 of said Code (the “Bond
Law”), in a maximum principal amount not to exceed that required for the purpose of
refunding all or a portion of the District's current obligation to PERS for fiscal year 2020-
21, pursuant to the PERS Contract, to pay all or a portion of the unfunded accrued
actuarial liability of the District (the “Unfunded Liability”) with respect to pension benefits
under the Public Employees’ Retirement Law and the PERS Contract, to pay the costs of
issuance of such Bonds, including the underwriter's discount and any original issue
discount on such Bonds;

WHEREAS, the District expects that the need may arise in the future to issue additional
refunding bonds (the “Additional Bonds”) pursuant to the Bond Law to amortize the
accrued and Unfunded Liability of the District to PERS as required by the Retirement Law

and the PERS Contract and to fund all or a portion of the normal contributions required
by the PERS Contract;

WHEREAS, the Bonds will be issued under and secured by a Trust Agreement (such
Trust Agreement, in the form presented to this meeting, with such changes, insertions
and omissions as are made pursuant to this Resolution, being referred to herein as the
“Trust Agreement”) by and between the District and U.S. Bank National Association, or
another trustee to be selected by the District (the “Trustee”); and

Resolution 2020-05 Page 1 of 5
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WHEREAS, a preliminary official statement to be used in connection with the offering and
sale of the Bonds has been prepared and it is appropriate at this time for the Board to

approve the form thereof and authorize its distribution to prospective purchasers of the
Bonds; and

WHEREAS, in compliance with SB 450, the District has obtained from its Municipal
Advisor the required good faith estimates and such estimates are disclosed and set forth
in the staff report submitted herewith; and

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

NOW, THEREFORE, BE IT RESOLVED by the Board of Directors of the North County Fire
Protection District as follows:

Section 1. The Board does hereby find and declare that the above recitals are true and
correct.

Section 2. The issuance of the Bonds on the terms and conditions set forth in, and
subject to the limitations specified in, the Trust Agreement, is hereby authorized and
approved. The Bonds shall be dated, shall bear interest at the rates, shall mature on the
dates, shall be issued in the form and shall have terms as provided in the Trust Agreement,
as the same shall be completed in accordance with this Resolution. The title of the Bonds
may be changed to reflect the year in which the Bonds are issued, and to reflect the
appropriate series designation, as directed by the Fire Chief/CEO of the District.

Section 3. The Trust Agreement, in substantially the form submitted to this meeting
and made a part hereof as though set forth in full herein, is hereby approved. The
President of the Board, or such member of the Board of Directors as the President of the
Board may designate, the Fire Chief/CEO, the Deputy Chief, and their authorized
designees (the “Authorized Officers”) are, and each of them is, hereby authorized and
directed, for and in the name of the District, to execute and deliver the Trust Agreement
in the form presented to this meeting, with such changes, insertions and omissions as the
Authorized Officer executing the same may require or approve, such requirement or
approval to be conclusively evidenced by the execution of the Trust Agreement by such
Authorized Officer. The Secretary of the Board of the District is hereby authorized and
directed to attest the Trust Agreement for and in the name and on behalf of the District.

Section4. The District hereby authorizes and approves the issuance of Additional
Bonds pursuant to the Bond Law, as authorized by the Trust Agreement, from time to
time, to refund all or a portion of the Unfunded Liability and the District's obligation to
PERS pursuant to the PERS Contract for the then-current fiscal year, provided that the
Fire Chief/CEO, or his designee, first certifies to the Board in writing that such actions will

Resolution 2020-05 Page 2 of 5
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result in cost savings to the District. The District authorizes any one of the Authorized
Officers, or their designees, to execute and deliver one or more other trust agreements
and/or one or more supplemental agreements supplementing or amending the Trust
Agreement and providing for the issuance of Additional Bonds (each an “Additional Trust
Agreement”); provided, however, that (i) each series of Additional Bonds shall be in a
principal amount not to exceed the sum of the Unfunded Liability of the District to PERS
under the PERS Contract and the Retirement Law remaining unpaid on the date of
issuance of such Additional Bonds, the obligation to PERS for the current fiscal year
pursuant to the PERS Contract, and the costs of issuing the Additional Bonds, (ii) the
stated interest rate on the Additional Bonds shall not exceed the discount rate assumed
by PERS with respect to the amortization of the Unfunded Liability at the time such
Additional Bonds are issued, and (iii) the Additional Bonds issued pursuant to such
Additional Trust Agreement shall mature not later than 30 years from the date of their
issuance.

Each Unfunded Liability refunded by the Bonds and each series of Additional Bonds
pursuant to the Trust Agreement and each Additional Trust Agreement constitutes an
obligation imposed by law, pursuant to the Constitution and laws of the State of California
and an obligation of the District not limited as to payment from any special source of funds.
The Unfunded Liability refunded by the Bonds pursuant to the Trust Agreement and each
series of Additional Bonds pursuant to an Additional Trust Agreement shall not, however,
constitute an obligation of the District for which the District is obligated or permitted to
levy or pledge any form of taxation or for which the District has levied or pledged or will
levy or pledge any form of taxation.

Section 5. The form of the Bond Purchase Agreement (the “Purchase Contract”) by
and among the District and Brandis Tallman LLC (the “Underwriter”) presented to this
meeting and on file with the Board and the sale of the Bonds to the Underwriter pursuant
thereto upon the terms and conditions set forth therein is hereby approved, and subject
to such approval and subject to the provisions hereof, the Authorized Officers are each
hereby authorized and directed to evidence the District’s acceptance of the offers made
by the Purchase Contract by executing and delivering the Purchase Contract in said form
with such changes therein as the Authorized Officer or Authorized Officers executing the
same may approve and such matters as are authorized by this Resolution, such approval
to be conclusively evidenced by the execution and delivery thereof by any one of the
Authorized Officers.

Section 6. The Authorized Officers are each authorized, on behalf of the District, to
establish and determine (i) the final principal amount of the Bonds, provided the
aggregate initial principal amount of the Bonds shall not be greater than the lesser of
(a) $21 million or (b) the sum of the District’s obligation to PERS for the remainder of fiscal
year 2020-21 or 2021-22, as applicable, as evidenced by the PERS Contract, and the
Unfunded Liability as calculated by PERS or other actuary selected by the Authorized
Officer, together with the costs of issuing the Bonds as approved by such Authorized
Officer, (ii) the final interest rates on various maturities of the Bonds, provided that the
True Interest Cost of the Bonds shall not exceed 4.25% and that the maturity date of the
Bonds shall not be later than the last date through which PERS has determined for the

Resolution 2020-05 Page 3 of 5
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amortization of the Unfunded Liability of the District in accordance with its current
procedures; and (iii) the Underwriter’s discount for the purchase of the Bonds, not to
exceed 0.725% of the principal amount of the Bonds. The net present value savings shall
be calculated by comparing present value of the payments required to amortize the
Unfunded Liability at the discount rate assumed by PERS to the present value of the
principal and interest payments on the Bonds.

Section 7. The form of the Preliminary Official Statement, presented to this meeting
and on file with the Board, is hereby approved. Each of the Authorized Officers is hereby
authorized to make such changes to the Preliminary Official Statement as are necessary
to make it final as of its date and are authorized and directed to execute and deliver a
certificate deeming the Preliminary Official Statement final as of its date in accordance
with Rule 15¢2-12 promulgated under the Securities Exchange Act of 1934, as amended.
Each of the Authorized Officers is hereby authorized and directed to execute, approve
and deliver the final Official Statement, in the form of the Preliminary Official Statement
with such changes, insertions and omissions as the Authorized Officer or Authorized
Officers executing said document may require or approve, such approval to be
conclusively evidenced by the execution and delivery thereof by one or more of the
Authorized Officers.

Section8. The form of the Continuing Disclosure Certificate to be executed and
delivered by District (the “Continuing Disclosure Certificate”), presented to this meeting
and on file with the Board, is hereby approved. Each of the Authorized Officers is hereby
authorized and directed, for and in the name and on behalf of the District, to execute and
deliver the Continuing Disclosure Certificate in substantially said form, with such changes
therein as such Authorized Officer or Authorized Officers executing such document may

require or approve, such approval to be conclusively evidenced by the execution and
delivery thereof.

Section 9. Each of the Authorized Officers is hereby authorized to negotiate and
execute an insurance policy for the Bonds (and such other agreements that may be
required by the insurer in connection therewith) if it is determined that the policy will result
in interest rate savings for the District, and to pay the insurance premium of such policy
from the proceeds of the issuance and sale of the Bonds.

Section 10. Stradling Yocca Carlson & Rauth, a Professional Corporation, is hereby
retained to act as Bond Counsel and Disclosure Counsel to the District, and NHA Advisors,
is hereby retained to serve as Municipal Advisor to the District. The Authorized Officers

are, and each of them is, hereby authorized to execute a contract with each of such
companies.

Section 11. The Authorized Officers are, and each of them hereby is, authorized and
directed to execute and deliver any and all documents and instruments and to do and
cause to be done any and all acts and things necessary or proper for carrying out the
transactions contemplated hereby, including, but not limited to, the execution and delivery
of any documents required by PERS in order to complete the issuance of the Bonds and
the refunding of the Unfunded Liability.
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Section 12. All actions heretofore taken by the Authorized Officers and by any other
officers, employees or agents of the District with respect to the issuance of the Bonds, or
in connection with or related to any of the agreements or documents referenced herein,
are hereby approved, confirmed and ratified.

Section 13. The Board hereby approves the Debt Management Policy and the
Continuing Disclosure Policy presented at this meeting and adopts such policies as
applicable to the District going forward.

Section 14. This Resolution shall take effect from and after the date of approval and
adoption hereof.

APPROVED, SIGNED AND ADOPTED at a Regular Meeting of the Board of Directors of the North
County Fire Protection District held on this 26th day of May, 2020, by the following vote:

AYES:
NOES:
ABSENT:
ABSTAIN:
RECUSED:

Fred Luevano, Board President
I HEREBY CERTIFY that foregoing is a true and correct copy of the Resolution duly and regularly
adopted by the Board of Directors of the North County Fire Protection District at the meeting
thereof held on the 26th day of May, 2020, and that the same now appears on record in my office.

IN WITNESS THEREOF, | hereunto set my hand and affixed by official seal this this 26th day of
May, 2020.

o ﬂm

Loren A. Stephen-Porter, Board Secretary

Resolution 2020-05 Page 5 of 5

rensenovieEton 2ay 26, 2020 - Regular Board Meeting Page -68



NORTH COUNTY FIRE
PROTECTION DISTRICT

 ADMINISTRATIVE SERVICES

TO: BOARD OF DIRECTORS
FROM: CHIEF ABBOTT AND DEPUTY CHIEF MAROVICH
DATE: MAY 26, 2020

SUBJECT: 2020 CALPERS UAL RESTRUCTURING — APPROVAL OF TRUST AGREEMENT,
BOND PURCHASE AGREEMENT, PRELIMINARY OFFICIAL STATEMENT FOR
ISSUANCE OF PENSION OBLIGATION BONDS; APPROVAL OF DEBT
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Stradling Yocca Carlson & Rauth
Draft dated April 16. 2020

TRUST AGREEMENT

by and between

NORTH COUNTY FIRE PROTECTION DISTRICT

and

U.S. BANK NATIONAL ASSOCIATION,
as Trustee

Dated as of 1,2020

Relating to

S
NORTH COUNTY FIRE PROTECTION DISTRICT
2020 TAXABLE PENSION OBLIGATION BONDS
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TRUST AGREEMENT

This TRUST AGREEMENT is dated as of 1. 2020. and is made by and between
the NORTH COUNTY FIRE PROTECTION DISTRICT. a fire protection district duly organized
and validly existing under and pursuant to the Constitution and the laws of the State of California
(the ~District™). and U.S. BANK NATIONAL ASSOCIATION. a national banking association
organized and existing under the laws of the United States of America. as trustee (the “Trustee™).

RECITALS

WHEREAS. the District is a member of the California Public Employees’ Retirement
System ("PERS™) and. as such. is obligated by the Public Employees™ Retirement Law. constituting
Part 3 of Division 5 of Title 2 of the California Government Code (the “Retirement Law™). and the
contract between the Board of Administration of PERS and the Board of Directors of the District.
effective July 1. 1948 (as amended. the "PERS Contract™). to make contributions to PERS to
(a) fund pension benefits for its employees who are members of PERS. (b) amortize the unfunded

actuarial liability with respect to such pension benefits. and (c) appropriate funds for the purposes
described in (a) and (b): and

WHEREAS. the District is authorized pursuant to Articles 10 and 11 (commencing with
Section 53570) of Chapter 3 of Division 2 of Title 5 of the California Government Code (the
“Refunding Law") to issue bonds for the purpose of refunding certain obligations of the District.
including the obligations set forth in the PERS Contract: and

WHEREAS. for the purpose of refunding the District’s unamortized. unfunded accrued
actuarial liability with respect to pension benefits under the Retirement Law (the "Unfunded
Liability™). and to pay the costs of issuance. including underwriter’s discount and any original issue
discount. the District has determined to issue its $ North County Fire
Protection District 2020 Taxable Pension Obligation Bonds (the “Bonds™). all pursuant to and

secured by this Trust Agreement providing for the issuance of the Bonds. all in the manner provided
herein:

NOW THEREFORE. the District and the Trustee agree as follows. each for the benefit of
the other and the benefit of holders of the Bonds (as defined below) issued in accordance with this
Trust Agreement.

ARTICLE 1
DEFINITIONS; INTERPRETATION

Section 1.01  Certain Defined Terms. The terms defined in this Article | shall. for all
purposes of this Trust Agreement. have the meanings specified unless the context clearly requires
otherwise.

“Account” means any account established pursuant to this Trust Agreement.

“Additional Bonds™ means bonds issued in accordance with Section 2.06 hereof.
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~“Annual Debt Service” means. for any Bond Year. the sum of the aggregate amount of
principal required to be paid on Bonds during such Bond Year either at maturity or pursuant to a
mandatory sinking fund payment and the interest due on the Bonds on each Interest Payment Date
during such Bond Year.

“Authorized District Representative” means the Fire Chief/CEO. the Deputy Chief. or any
officer authorized to act on their respective behalves.

“Authorized Denominations™ means $5.000 and any integral multiple thereof (except that
while Bonds are registered in book-entry form. they may be held in amounts other than an integral
multiple so long as the amount exceeds $5.000).

“Beneficial Owner™ means. whenever used with respect to a Bond. the person in whose
name such Bond is recorded as the beneficial owner of such Bond by a Participant on the records of
such Participant or such person’s subrogee.

“Bond™ or "Bonds™ means the bonds issued under this Trust Agreement and designated as
“North County Fire Protection District 2020 Taxable Pension Obligation Bonds.”

“Bond Counsel”™ means (a) Stradling Yocca Carlson & Rauth. a Professional Corporation. or
(b) a firm of attorneys nationally recognized as experts in the area of municipal finance who are
familiar with the transactions contemplated under this Trust Agreement and acceptable to the
District.

“Bond Interest Account™ means the Account of that name established within the Revenue
Fund pursuant to Section 6.02(a) hereof.

“Bond Principal Account™ means the Account of that name established within the Revenue
Fund pursuant to Section 6.02(a) hereof.

“Bond Year™ means the twelve-month period commencing on each June 2 and ending on the
next succeeding June 1. except that the first Bond Year shall commence on the Closing Date and end
on June 1. 2021.

“"Book-Entry Bonds™ means the Bonds held by DTC (or its nominee) as the registered
owner thereof pursuant to the terms and provisions of Section 3.03 hereof.

“Business Day™ means a day (a) other than a day on which banks located in the District of
New York. New York or the cities in which the respective principal offices of the Trustee or any
Paying Agent are located. are required or authorized by law or executive order to close. and (b) on
which the New York Stock Exchange is open.

“Closing Date™ means . 2020.

“Consultant™ means the accountant. attorney. consultant. municipal finance consultant or
investment banker. or firm thereof. retained by the District to perform acts and carry out the duties
provided for such Consultant in this Trust Agreement. Such accountant. attorney. consultant.
municipal finance consultant or investment banker. or firm thereof. shall be nationally recognized
within its profession for work of the character required.

i~
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“Continuing Disclosure Certificate™ means that certain Continuing Disclosure Certificate
executed and delivered by the District and acknowledged and accepted by the dissemination agent
listed therein. dated 1. 2020. as originally executed and as it may be amended from time to
time in accordance with the terms thereof.

“Costs of Issuance” means all costs and expenses incurred by the District in connection with
the issuance of the Bonds and the refunding of the Unfunded Liability. including. but not limited to.
out-of-pocket expenses of the District. costs and expenses of printing and copying documents and the
Bonds and the fees. costs and expenses of Rating Agencies. credit providers or enhancers. the
Trustee. counsel to the Trustee. Bond Counsel. the verification agent. accountants. municipal finance
consultant. disclosure counsel and other consultants and the premium for any municipal bond
insurance and surety bond insurance.

“Defeasance Securities” means any of the following: (a) non-callable direct obligations of
the United States of America (“Treasuries™). (b) evidence of ownership of proportionate interests in
future interest and principal payments on Treasuries held by a bank or trust company as custodian.
under which the owner of the investment is the real party in interest and has the right to proceed
directly and individually against the obligor and the underlying Treasuries are not available to any
person claiming through the custodian or to whom the custodian may be obligated. and (c) pre-
refunded municipal obligations rated "AAA™ and “Aaa™ by S&P and Moodys. respectively (or any
combination thereof). which shall be authorized to be used to effect defeasance of the Bonds.

“DTC” means The Depository Trust Company. a limited-purpose trust company organized
under the laws of the State of New York. and its successors and assigns.

“Event of Default™ means any occurrence or event specified in Section 11.01 hereof.

“Fiduciary or Fiduciaries™ means the Trustee. any Paying Agent. or any or all of them. as
may be appropriate.

“Fiscal Year™ means the period of time beginning on July | of each given year and ending
on June 30 of the immediately subsequent year. or such other period as the District designates as its
fiscal year.

“Fund™ means any fund established pursuant to this Trust Agreement.

“"Holder.” or "Bondholder.” “owner™ or “registered owner” means the registered owner of
any Bonds. including DTC or its nominee as the sole registered owner of Book-Entry Bonds.

“Information Services” means any one or more of the national information services that
Trustee determines are in the business of disseminating notices of redemption of obligations such as

the Bonds.

“Interest Payment Date” means June | and December | of each year commencing
December 1. 2020.

“Mail” means by first-class United States mail. postage prepaid.

“Moody’s” means Moody's Investors Service. Inc.. New York. New York. and its
successors. and. if such corporation shall for any reason no longer perform the functions of a

()
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securities rating agency. "Moody’s” shall be deemed to refer to any other nationally recognized
rating agency designated by the District.

“Opinion of Bond Counsel™ means a written opinion of Bond Counsel.

“Outstanding.” with respect to the Bonds. means all Bonds which have been authenticated
and delivered under this Trust Agreement. except:

(a) Bonds cancelled or purchased by the Trustee for cancellation or delivered to
or acquired by the Trustee for cancellation and. in all cases. with the intent to extinguish the debt
represented thereby.

(b) Bonds deemed to be paid in accordance with Section 10.02 hereof.

(c) Bonds in lieu of which other Bonds have been authenticated under
Sections 3.02 and 3.04 hereof.

(d) Bonds that have become due (at maturity. on redemption. or otherwise) and
for the payment of which sufficient moneys. including interest accreted or accrued to the due date.
are held by the Trustee or a Paying Agent.

(e) For purposes of any consent or other action to be taken by the Holders of a
specified percentage of Bonds Outstanding under this Trust Agreement. Bonds held by or for the
account of the District or by any person controlling. controlled by or under common control with the
District. unless such Bonds are pledged to secure a debt to an unrelated party. in which case such
Bonds shall. for purposes of consents and other Bondholder action. be deemed to be Outstanding and
owned by the party to which such Bonds are pledged. Nothing herein shall be deemed to prevent the
District from purchasing Bonds from any party out of any funds available to the District.

“Participant”™ means the participants of DTC which include securities brokers and dealers.
banks. trust companies. clearing corporations and certain other organizations.

“Participating Underwriter™ means Brandis Tallman LLC. as the original underwriter for
the Bonds.

“Paying Agent” means any paying agent for the Bonds. or successor thereto. appointed by
the District pursuant to Sections 8.01 or 8.02 hereof. and any successor appointed pursuant to
Section 7.04 hereof.

“Permitted Investments™ means the following:

(n Direct obligations of the United States of America and securities fully and

unconditionally guaranteed as to the timely payment of principal and interest by the United States of
America ("U.S. Government Securities™).
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(2) Direct obligations” of the following federal agencies which are fully
guaranteed by the full faith and credit of the United States of America:

a. Export-Import Bank of the United States — Direct obligations and
fully guaranteed certificates of beneficial interest

b. Federal Housing Administration — debentures

c. General Services Administration — participation certificates

d. Government National Mortgage Association ("GNMAs™) -
guaranteed mortgage-backed securities and guaranteed participation
certificates

e. Small Business Administration — guaranteed participation certificates
and guaranteed pool certificates

f. U.S. Department of Housing & Urban Development — local authority
bonds

g. U.S. Maritime Administration — guaranteed Title X! financings

h. Washington Metropolitan Area Transit Authority — guaranteed transit
bonds

(3) Direct obligations” of the following federal agencies which are not fully

guaranteed by the faith and credit of the United States of America:

a. Federal National Mortgage Association ("FNMAs™) — senior debt
obligations rated Aaa by Moody's Investors Service (“Moodys™) and
AAA by Standard & Poor’s Ratings Services ("S&P™)

b. Federal Home Loan Mortgage Corporation ("FHLMCs™) -
participation certificates and senior debt obligations rated Aaa by
Moody’s and AAA by S&P

c. Federal Home Loan Banks — consolidated debt obligations
Student Loan Marketing Association — debt obligations
e. Resolution Funding Corporation — debt obligations
(4) Direct. general obligations of any state of the United States of America or any

subdivision or agency thereof whose uninsured and unguaranteed general obligation debt is rated. at
the time of purchase. A2 or better by Moody s and A or better by S&P. or any obligation fully and
unconditionally guaranteed by any state. subdivision or agency whose uninsured and unguaranteed

general obligation debt is rated. at the time of purchase. A2 or better by Moody's and A or better by
S&P.

(3) Commercial paper (having original maturities of not more than 270 days)
rated. at the time of purchase. P-1 by Moody's and A-1I or better by S&P.

'he following are explicitly excluded from the securities enumerated in 2 and 3:

(1 All derivative obligations. including without limitation inverse tloaters. residuals. interest-only . principal-onls and
range notes:

(11)  Obligations that have a possibility of returning a zero or negative vield i held to maturity .

(ir) Obhigations that do not have a fixed par value or those whose terms do not promise a fixed dollar amount at maturits or
call date: and

(iv) Collateralized Mortgage-Backed Obligations (“CMOs™)

b}
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(6) Certificates of deposit. savings accounts. deposit accounts or money market
deposits in amounts that are continuously and fully insured by the Federal Deposit Insurance
Corporation ("FDIC™). including the Bank Insurance Fund and the Savings Association Insurance
Fund. and including funds for which the Trustee or its affiliates provide investment advisory or other
management services.

(7) Certificates of deposit. deposit accounts. federal funds or bankers
acceptances (in each case having maturities of not more than 365 days following the date of
purchase) of any domestic commercial bank or United States branch office of a foreign bank.
provided that such bank’s short-term certificates of deposit are rated P-1 by Moody's and A-1 or
better by S&P (not considering holding company ratings).

(8) Investments in money-market funds rated AAAm or AAAm-G by S&P.
including funds for which the Trustee and its affiliates provide investment advisory or other
management services.

(9) Repurchase agreements that meet the following criteria:
a. A master repurchase agreement or specific written repurchase

agreement. substantially similar in form and substance to the Public
Securities Association or Bond Market Association master repurchase
agreement. governs the transaction.

b. Acceptable providers shall consist of (i) registered broker/dealers
subject to Securities Investors” Protection Corporation (“SIPC™)
jurisdiction or commercial banks insured by the FDIC. if such
broker/dealer or bank has an uninsured. unsecured and unguaranteed
rating of A3/P-1 or better by Moody's and A-/A-1 or better by S&P.
or (ii)domestic structured investment companies rated Aaa by
Moody's and AAA by S&P.

c. The repurchase agreement shall require termination thereof if the
counterparty’s ratings are suspended. withdrawn or fall below A3 or
P-1 from Moody’s. or A- or A-1 from S&P. Within ten (10) days. the
counterparty shall repay the principal amount plus any accrued and
unpaid interest on the investments.

d. The repurchase agreement shall limit acceptable securities to U.S.
Government Securities and to the obligations of GNMA. FNMA or
FHLMC described in 2(d). 3(a) and 3(b) above. The fair market
value of the securities in relation to the amount of the repurchase
obligation. including principal and accrued interest. is equal to a
collateral level of at least 104% for U.S. Government Securities and
105% for GNMAs. FNMAs or FHLMCs. The repurchase agreement
shall require (i) the Trustee or the Agent to value the collateral
securitiecs no less frequently than weekly. (ii)the delivery of
additional securities if the fair market value of the securities is below
the required level on any valuation date. and (iii) liquidation of the
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repurchase securities if any deficiency in the required percentage is
not restored within two (2) business days of such valuation.

e. The repurchase securities shall be delivered free and clear of any lien
to the Trustee or to an independent third party acting solely as agent
("Agent”) for the Trustee. and such Agent is (i) a Federal Reserve
Bank. or (ii) a bank which is a member of the FDIC and which has
combined capital. surplus and undivided profits or. if appropriate. a
net worth. of not less than $50 million. and the Trustee shall have
received written confirmation from such third party that such third
party holds such securities. free and clear of any lien. as agent for the
Trustee.

f. A perfected first security interest in the repurchase securities shall be
created for the benefit of the Trustee. and the issuer and the Trustee
shall receive an opinion of counsel as to the perfection of the security
interest in such repurchase securities and any proceeds thereof.

g. The repurchase agreement shall have a term of one year or less. or
shall be due on demand.

h. The repurchase agreement shall establish the following as events of
default. the occurrence of any of which shall require the immediate
liquidation of the repurchase securities:

(1) insolvency of the broker/dealer or commercial bank
serving as the counterparty under the repurchase
agreement:

(i1) failure by the counterparty to remedy any deficiency

in the required collateral level or to satisfy the margin
maintenance call under item 9(d) above: or

(iti)  failure by the counterparty to repurchase the
repurchase securities on the specified date for
repurchase.

(10)  Investment agreements. collateralized at 102%. (also referred to as guaranteed
investment contracts) that meet the following criteria:

a. A master agreement or specific investment agreement governs the
transaction.
b. Acceptable providers of uncollateralized investment agreements shall

consist of (i) domestic FDIC-insured commercial banks. or U.S.
branches of foreign banks. rated at least Aa2 by Moody's and AA by
S&P: (i1) domestic insurance companies rated Aaa by Moody's and
AAA by S&P: and (iii) domestic structured investment companies
rated Aaa by Moody's and AAA by S&P.
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c. Acceptable providers of collateralized investment agreements shall
consist of (i) registered broker/dealers subject to SIPC jurisdiction. if
such broker/dealer has an uninsured. unsecured and unguaranteed
rating of Al or better by Moody's and A+ or better by S&P:
(i1) domestic FDIC-insured commercial banks. or U.S. branches of
foreign banks. rated at least Al by Moody's and A+ by S&P: (iii)
domestic insurance companies rated at least Al by Moody's and A+
by S&P: and (iv) domestic structured investment companies rated
Aaa by Moody's and AAA by S&P. Required collateral levels shall
be as set forth in 10(f) below.

d. The investment agreement shall provide that if the provider’s ratings
fall below Aa3 by Moody's or AA- by S&P. the provider shall within
ten (10) days either (i) repay the principal amount plus any accrued
and interest on the investment: or (ii) deliver Permitted Collateral as
provided below.

€. The investment agreement must provide for termination thereof if the
provider’s ratings are suspended. withdrawn or fall below A3 from
Moody's or A- from S&P. Within ten (10) days. the provider shall
repay the principal amount plus any accrued interest on the
agreement. without penalty to the District.

f. The investment agreement shall provide for the delivery of collateral
described in (i) or (ii) below (“Permitted Collateral™) which shall be
maintained at the following collateralization levels at each valuation
date:

(1) U.S. Government Securities at 104% of principal plus accrued
interest: or

(i) Obligations of GNMA. FNMA or FHLMC (described in 2(d).
3(a) and 3(b) above) at 105% of principal and accrued
interest.

The investment agreement shall require the Trustee to determine the
market value of the Permitted Collateral not less than weekly and
notify the investment agreement provider on the valuation day of any
deficiency. Permitted Collateral may be released by the Trustee to the
provider only to the extent that there are excess amounts over the
required levels. Market value. with respect to collateral. may be
determined by any of the following methods:

a2

(1) the last quoted ~bid™ price as shown in Bloomberg. Interactive
Data Systems. Inc.. The Wall Street Journal or Reuters:

(i1) valuation as performed by a nationally recognized pricing
service. whereby the valuation method is based on a
composite average of various bid prices: or

(ii1)  the lower of two bid prices by nationally recognized dealers.
Such dealers or their parent holding companies shall be rated
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investment grade and shall be market makers in the securities
being valued.

h. Securities held as Permitted Collateral shall be free and clear of all
liens and claims of third parties. held in a separate custodial account
and registered in the name of the Trustee or the Agent.

i The provider shall grant the Trustee a perfected first security interest
in any collateral delivered under an investment agreement. For
investment agreements collateralized initially and in connection with
the delivery of Permitted Collateral under 10(f) above. the Trustee
shall receive an opinion of counsel as to the perfection of the security
interest in the collateral.

j. The investment agreement shall provide that moneys invested under
the agreement must be payable and putable at par to the Trustee
without condition. breakage fee or other penalty. upon not more than
two (2) business days’ notice. or immediately on demand for any
reason for which the funds invested may be withdrawn from the
applicable fund or account established under the authorizing
document. as well as the following:

(i) In the event of a deficiency in the debt service
account:
(i1) Upon acceleration after an event of default:

(iii)  Upon refunding of the Bonds in whole or in part:

(iv)  Reduction of any debt service reserve requirement for
the Bonds: or

(v) If a determination is later made by a nationally
recognized bond counsel that investments must be
yield-restricted.

Notwithstanding the foregoing. the agreement may provide for a
breakage fee or other penalty that is payable in arrears and not as a
condition of a draw by the Trustee if the District’s obligation to pay
such fee or penalty is subordinate to its obligation to pay debt service
on the Bonds and to make deposits to any debt service reserve fund
established for the Bonds.

(k) The investment agreement shall establish the following as events of
default. the occurrence of any of which shall require the immediate
liquidation of the investment securities:

() Failure of the provider or the guarantor (if any) to
make a payment when due or to deliver Permitted
Collateral of the character. at the times or in the
amounts described above:

(i) Insolvency of the provider or the guarantor (if any)
under the investment agreement:
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(iii)  Failure by the provider to remedy any deficiency with
respect to required Permitted Collateral:

(iv)  Failure by the provider to make a payment or observe
any covenant under the agreement:

(v) The guaranty (if any) is terminated. repudiated or
challenged: or

(vi)  Any representation of warranty furnished to the
Trustee or the issuer in connection with the agreement
is false or misleading.

(1 The investment agreement must incorporate the following general
criteria:
(1) “Cure periods™ for payment default shall not exceed
two (2) business days:
(i1) The agreement shall provide that the provider shall

remain liable for any deficiency after application of
the proceeds of the sale of any collateral. including
costs and expenses incurred by the Trustee:

(iii)  Neither the agreement or guaranty agreement. if
applicable. may be assigned (except to a provider that
would otherwise be acceptable under these
guidelines):

(iv) If the investment agreement is for a debt service
reserve fund. reinvestments of funds shall be required
to bear interest at a rate at least equal to the original
contract rate.

(v) The provider shall be required to immediately notify
the Trustee of any event of default or any suspension.
withdrawal or downgrade of the provider's ratings:
and

(vi)  The agreement shall be unconditional and shall
expressly disclaim any right of set-off or
counterclaim.

(1)  Forward delivery agreements in which the securities delivered mature on or
before each interest payment date (for debt service or debt service reserve funds) or draw down date
(construction funds) that meet the following criteria:

(a) A specific written investment agreement governs the transaction.
(b) Acceptable providers shall be limited to (i)any registered

broker/dealer subject to the Securities Investors’ Protection
Corporation jurisdiction. if such broker/dealer or bank has an
uninsured. unsecured and unguaranteed obligation rated A3/P-1 or
better by Moody's and A-/A-1 or better by S&P: (ii) any commercial
bank insured by the FDIC. if such bank has an uninsured. unsecured
and unguaranteed obligation rated A3/P-1 or better by Moody's and
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A-/A-1 or better by S&P: and (iii) domestic structured investment
companies rated Aaa by Moody's and AAA by S&P.

(c) The forward delivery agreement shall provide for termination or
assignment (to a qualified provider hereunder) of the agreement if the
provider’s ratings are suspended. withdrawn or fall below A3 or P-1
from Moody's or A- or A-l from S&P. Within ten (10) days. the
provider shall fulfill any obligations it may have with respect to
shortfalls in market value. There shall be no breakage fee payable to
the provider in such event.

(d) Permitted securities shall include the investments listed in 1. 2 and 3
above.

(e) The forward delivery agreement shall include the following
provisions:
(1) The permitted securities must mature at least one (1) business

day before a debt service payment date or scheduled draw.
The maturity amount of the permitted securities must equal or
exceed the amount required to be in the applicable fund on the
applicable valuation date.

(i1) The agreement shall include market standard termination
provisions. including the right to terminate for the provider's
failure to deliver qualifying securities or otherwise to perform
under the agreement. There shall be no breakage fee or
penalty payable to the provider in such event.

(iti)  Any breakage fees shall be payable only on debt service
payment dates and shall be subordinated to the payment of
debt service and debt service reserve fund replenishments.

(iv)  The provider must submit at closing a bankruptcy opinion to
the effect that upon any bankruptcy. insolvency or
receivership of the provider. the securities will not be
considered to be a part of the provider’s estate.

(v) The agreement may not be assigned (except to a provider that
would otherwise be acceptable under these guidelines).

(12)  Forward delivery agreements in which the securities delivered mature after
the funds may be required but provide for the right of the District or the Trustee to put the securities
back to the provider under a put. guaranty or other hedging arrangement.

(13)  Maturity of investments shall be governed by the following:

a. Investments of monies (other than reserve funds) shall be in securities
and obligations maturing not later than the dates on which such

monies will be needed to make payments.

b. Investments shall be considered as maturing on the first date on which
they are redeemable without penalty at the option of the holder or the
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date on which the Trustee may require their repurchase pursuant to
repurchase agreements.

c. Investments of monies in reserve funds not payable upon demand
shall be restricted to maturities of five years or less.

(14)  Any other investment which the District is permitted by law to make.
including without limitation investment in the Local Agency Investment Fund of the State of
California (LAIF). provided that any investment of the type authorized pursuant to paragraphs (d).
(f). (h) and (i) of Section 53601 of the California Government Code are additionally restricted as
provided in the appropriate paragraph or paragraphs above applicable to such type of investment and
provided further that investments authorized pursuant to paragraphs (k) and (m) of Section 53601 are
not permitted.

To the extent that any of the requirements concerning Permitted Investments embodies a
legal conclusion. the Trustee shall be entitled to conclusively rely upon a certificate from the
appropriate party or an opinion from counsel to such party. that such requirement has been met.

“PERS™ means the California Public Employees™ Retirement System.

"PERS Contract”™ has the meaning assigned that term in the Recitals to this Trust
Agreement.

“Principal Office of the Trustee™ means the office of the Trustee at the address set forth in
Section 15.06 of this Trust Agreement. provided for transfer. exchange. registration. surrender and
payment of Bonds means care of the corporate trust oftice of U.S. Bank National Association in Los
Angeles. California. or such other office designated by the Trustee.

“Rating Agencies” means Moody's and S&P.

“Rating Category™ means (a) with respect to any long-term rating category. all ratings
designated by a particular letter or combination of letters. without regard to any numerical modifier.
plus or minus sign or other modifier and (b) with respect to any short-term or commercial paper
rating category. all ratings designated by a particular letter or combination of letters and taking into
account any numerical modifier. but not any plus or minus sign or other modifier.

“Record Date”™ means the fifteenth day of each calendar month preceding any Interest
Payment Date. regardless of whether such day is a Business Day.

“"Redemption Fund™ means the Fund of that name established pursuant to Section 6.03
hereof.

“Refunding Law” has the meaning assigned that term in the Recitals to this Trust
Agreement.

“Registrar™ means. for purposes of this Trust Agreement. the Trustee or its successor or
assignee.

“Representation Letter” means the Letter of Representations from the District and the
Trustee to DTC with respect to the Bonds.
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“Requisition” or “Written Requisition” means a Requisition or Written Requisition.
substantially in the form of Exhibit “B” hereto.

“Responsible Officer” means an officer of the Trustee assigned by the Trustee to administer
this Trust Agreement.

“Retirement Law” has the meaning assigned that term in the Recitals to this Trust
Agreement.

“Revenue Fund” means the Fund of that name established pursuant to Section 6.02(a)
hereof.

“S&P” means S&P Global Ratings, LLC, a Standard & Poor’s Financial Services LLC
business. and its successors, and, if such company shall for any reason no longer perform the
functions of a securities rating agency, “S&P” shall be deemed to refer to any other nationally
recognized rating agency designated by the District.

“Securities Depositories” means any of The Depository Trust Company or, in accordance
with then-current guidelines of the Securities and Exchange Commission. such other securities

depositories, or if no such depositories, as the District may indicate in a certificate of the District
delivered to the Trustee.

“State’ means the State of California.

“Total Bond Obligation™ means, as of any date of calculation, the aggregate principal
amount of the Bonds then Outstanding.

“Trust Agreement” means this Trust Agreement dated as of 1, 2020 between the

District and the Trustee, as it may be amended, supplemented or otherwise modified from time to
time.

“Trustee” means the entity named as such in the heading of this Trust Agreement until a
successor replaces it, and thereafter means such successor.

“Unfunded Liability” has the meaning assigned that term in the Recitals to this Trust
Agreement.

Section 1.02  Other Definitional Provisions. Except as otherwise indicated, references to
Articles and Sections are to the Articles and Sections of this Trust Agreement. Any of the terms
defined in Section 1.01 may, unless the context otherwise requires, be used in the singular or the
plural, depending on the reference.

ARTICLE II
THE BONDS

Section 2.01 Issuance of Bonds; Form; Dating. Bonds may be issued by the District
under the terms of this Trust Agreement only to refund the District’s Unfunded Liability under the
PERS Contract and the Retirement Law and to pay the Costs of Issuance in connection with the
issuance of the Bonds. The Bonds shall be designated “North County Fire Protection District 2020
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Taxable Pension Obligation Bonds” and shall be issued in Authorized Denominations. The Bonds
shall be issued hereunder in the aggregate principal amount of $ . Interest on
the Bonds shall be payable on each June 1 and December 1, commencing December 1, 2020.

Section 2.02  Description of the Bonds. Each Bond shall be issued in fully registered
form and shall be numbered as determined by the Trustee. The Bonds shall be dated the Closing
Date. The Bonds shall be issued in Authorized Denominations; provided, however, that the Bonds
shall initially be Book-Entry Bonds.

The Bonds shall mature on the dates, in the principal amounts. and interest thereon shall be
computed at the rates, as shown below:

Maturity Date
(June 1) Principal Amount Interest Rate

Section 2.03  Interest on the Bonds. Interest on each Bond of each maturity shall be
payable at the respective per annum rates set forth in Section 2.02 hereof and shall be payable on
each Interest Payment Date until maturity or earlier redemption, computed using a year of 360 days
comprised of twelve 30-day months. Interest on each Bond shall accrue from the Interest Payment
Date for the Bonds next preceding the date of authentication and delivery thereof, unless (i) such date
of authentication is an Interest Payment Date in which event interest shall be payable from such date
of authentication; (ii) it is authenticated after a Record Date and before the close of business on the
immediately following Interest Payment Date, in which event interest thereon shall be payable from
such Interest Payment Date; or (iii) it is authenticated prior to the close of business on the first
Record Date, in which event interest thereon shall be payable from the Closing Date; provided.
however, that if at the time of authentication of any Bond interest thereon is in default, interest
thereon shall be payable from the Interest Payment Date to which interest has previously been paid or

made available for payment or, if no interest has been paid or made available for payment, from the
Closing Date.
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Section 2.04 Medium of Payment. Principal, premium, if any, and interest on the Bonds
shall be payable in currency of the United States of America which at the time of payment is legal
tender for the payment of public and private debts. Payments of interest on any of the Bonds will be
made on each Interest Payment Date by check of the Trustee sent by Mail, or by wire transfer to any
Holder of $1,000,000 or more of Bonds, to the account specified by such Holder in a written request
delivered to the Trustee on or prior to the Record Date for such Interest Payment Date, to the Holder
thereof on the Record Date; provided, however, that payments of defaulted interest shall be payable
to the person in whose name such Bond is registered at the close of business on a special record date
fixed therefor by the Trustee which shall not be more than 15 days and not less than ten days prior to
the date of the proposed payment of defaulted interest. Payment of the principal of the Bonds upon

redemption or maturity will be made upon presentation and surrender of each such Bond, at the
Principal Office of the Trustee.

Section 2.05 Form. The Bonds shall be substantially in the form set forth in Exhibit “A”
attached hereto and by this reference incorporated herein. The Bonds may be printed, lithographed,
photocopied or typewritten and shall be in such Authorized Denominations as may be determined by
the District.

Section 2.06 Additional Bonds. From time to time, the District may enter into (i) one or
more other trust agreements or indentures and/or (ii) one or more agreements supplementing and/or
amending this Trust Agreement, for the purpose of providing for the issuance of Additional Bonds to
refund the Bonds or to refund all or any portion of any Unfunded Liability under the PERS Contract
arising subsequent to the issuance of the Bonds or any other obligations due to PERS. Such
Additional Bonds may be issued on a parity with the Bonds.

ARTICLE 111

EXECUTION, AUTHENTICATION AND EXCHANGE OF BONDS;
BOOK ENTRY BONDS

Section 3.01 Execution and Authentication; Registration.

(a) The Bonds will be signed for the District with the manual or facsimile
signature of the President of the Board of Directors of the District. The District may deliver to the
Trustee or its agent duly executed Bonds for authentication from time to time by the Trustee or its
agent as such Bonds may be required. Bonds executed and so delivered and authenticated will be
valid. In case any officer of the District whose signature or whose facsimile signature shall appear
on any Bonds shall cease to be such officer before the authentication of such Bonds, such signature
or the facsimile signature thereof shall nevertheless be valid and sufficient for all purposes the same
as if he or she had remained in office until authentication. Also, if a person signing a Bond is the
proper officer on the actual date of execution, the Bond will be valid even if that person is not the
proper officer on the nominal date of action and even though, at the date of this Trust Agreement,
such person was not such officer.

(b) A Bond will not be valid until the Trustee or its agent executes the certificate
of authentication on such Bond by manual signature. Such signature will be conclusive evidence that
such Bond has been authenticated under this Trust Agreement. The Trustee may appoint an
authenticating agent acceptable to the District to authenticate Bonds. An authenticating agent may
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authenticate Bonds whenever the Trustee may do so. Each reference in this Trust Agreement to
authentication by the Trustee includes authentication by such agent.

(c) Bonds may be presented at the Principal Office of the Trustee, unless a
different office has been designated for such purpose, for registration, transfer and exchange. The
Registrar will keep a register of such Bonds and of their transfer and exchange.

Section 3.02 Transfer or Exchange of Bonds. Subject to Section 3.03:

(a) All Bonds shall be issued in fully registered form. Upon surrender for
transfer of any Bond at the Principal Office of the Trustee, the Trustee shall deliver in the name of
the transferee or transferees a new fully authenticated and registered Bond or Bonds of Authorized

Denominations of the same maturity for the aggregate principal amount which the Bondholder is
entitled to receive.

(b) All Bonds presented for transfer, redemption or payment shall be
accompanied by a written instrument or instruments of transfer or authorization for exchange, in
form and with guaranty of signature satisfactory to the District, duly executed by the Bondholder or
by his duly authorized attorney. The Trustee also may require payment from the Bondholder of a
sum sufficient to cover any tax, or other governmental fee or charge that may be imposed in relation
thereto. Such taxes, fees and charges shall be paid before any such new Bond shall be delivered.

(c) Bonds delivered upon any transfer as provided herein, or as provided in
Section 3.04, shall be valid obligations of the District, evidencing the same debt as the Bond
surrendered, shall be secured by this Trust Agreement and shall be entitled to all of the security and
benefits hereof to the same extent as the Bond surrendered.

(d) The District, the Trustee and the Paying Agent shall treat the Bondholder, as
shown on the registration books kept by the Trustee, as the person exclusively entitled to payment of
principal, premium, if any, and interest with respect to such Bond and to the exercise of all other
rights and powers of the Bondholder, except that all interest payments will be made to the party who.
as of the Record Date, is the Bondholder.

Section 3.03 Book-Entry Bonds.

(a) Except as provided in paragraph (c) of this Section 3.03, the registered owner
of all of the Bonds shall be DTC and the Bonds shall be registered in the name of Cede & Co., as
nominee for DTC. Except as provided in paragraph (d) of this Section 3.03, payment of principal,
interest and premium, if any, for any Bonds registered in the name of Cede & Co. shall be made as
provided in the Representation Letter.

(b) The Bonds shall be initially issued in the form of a separate single
authenticated fully registered Bond for each separate stated maturity of the Bonds. The Trustee, the
Registrar and the District may treat DTC (or its nominee) as the sole and exclusive owner of the
Bonds registered in its name for the purposes of payment of the principal or redemption price of, or
interest on, the Bonds, selecting the Bonds or portions thereof to be redeemed, giving any notice
permitted or required to be given to Bondholders under this Trust Agreement, registering the transfer
of Bonds, obtaining any consent or other action to be taken by Bondholders and for all other
purposes whatsoever, and neither the Trustee, the Registrar nor the District shall be affected by any
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notice to the contrary. Neither the Trustee, the Registrar nor the District shall have any responsibility
or obligation to any Participant, any person claiming a beneficial ownership interest in the Bonds
under or through DTC or any Participant or any other person which is not shown on the registration
books as being a Bondholder, with respect to (i) the accuracy of any records maintained by DTC or
any Participant, (ii) the payment by DTC or any Participant of any amount in respect of the principal
or redemption price of or interest on the Bonds, (iii) any notice which is permitted or required to be
given to Bondholders under this Trust Agreement, (iv) the selection by DTC or any Participant of
any person to receive payment in the event of a partial redemption of the Bonds, or (v) any consent
given or other action taken by DTC as a Bondholder. The Trustee shall pay, from funds held under
the terms of this Trust Agreement or otherwise provided by the District, all principal or redemption
price of and interest on the Bonds only to DTC as provided in the Representation Letter and all such
payments shall be valid and effective to satisfy and discharge fully the District’s obligations with
respect to the principal or redemption price of and interest on the Bonds to the extent of the sum or
sums so paid. No person other than DTC shall receive authenticated Bonds evidencing the obligation
of the District, to make payments of principal or redemption price and interest pursuant to this Trust
Agreement. Upon delivery by DTC to the Trustee of written notice to the effect that DTC has
determined to substitute a new nominee in place of Cede & Co., and subject to the provisions herein
with respect to Record Dates, the name “Cede & Co.” in this Trust Agreement shall refer to such new
nominee of DTC.

(c) In the event the District determines that it is in the best interest of the
Beneficial Owners that they be able to obtain Bond certificates and notifies DTC, the Trustee and the
Registrar of such determination, then DTC will notify the Participants of the availability through
DTC of Bond certificates. In such event, the Trustee shall authenticate and the Registrar shall
transfer and exchange Bonds certificates as requested by DTC and any other Bondholders in
appropriate amounts. DTC may determine to discontinue providing its services with respect to the
Bonds at any time by giving notice to the District and the Trustee and discharging its responsibilities
with respect thereto under applicable law. Under such circumstances (if there is no successor
securities depository), the District and the Trustee shall be obligated to deliver Bond certificates as
described in this Trust Agreement. In the event Bond certificates are issued, the provisions of this
Trust Agreement shall apply to, among other things, the transfer and exchange of such certificates
and the method of payment of principal of and interest on such certificates. Whenever DTC requests
the District and the Trustee to do so, the Trustee and the District will cooperate with DTC in taking
appropriate action after reasonable notice (i) to make available one or more separate certificates
evidencing the Bonds to any Participant having Bonds credited to its DTC account or (ii) to arrange
for another securities depository to maintain custody of certificates evidencing the Bonds.

(d) Notwithstanding any other provision of this Trust Agreement to the contrary,
so long as any Bond is registered in the name of Cede & Co., as nominee of DTC, all payments with
respect to the principal or redemption price of and interest on such Bonds and all notices with respect
to such Bonds shall be made and given, respectively, to DTC as provided in the Representation
Letter.

(® In connection with any notice or other communication to be provided to
Bondholders pursuant to this Trust Agreement by the District or the Trustee with respect to any
consent or other action to be taken by Bondholders, the District or the Trustee, as the case may be,
shall establish a record date for such consent or other action and give DTC notice of such record date
not less than 15 calendar days in advance of such record date to the extent possible. Notice to DTC
shall be given only when DTC is the sole Bondholder.
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® If the District purchases, or causes the Trustee to purchase, any of the Bonds,
such purchase of Bonds shall be deemed to have occurred upon the purchase of beneficial ownership
interests in the Bonds from a Participant. Upon receipt by DTC of notice from the District and a
Participant that a purchase of beneficial ownership interests in the Bonds has been made by the
District from such Participant, DTC shall surrender to the Trustee the Bonds referenced in such
notice and, if the principal amount referenced in said notice is less than the principal amount of the
Bonds so surrendered, the Trustee shall authenticate and deliver to DTC, in exchange for the Bonds
so surrendered, a new Bond or Bonds, as the case may be, in Authorized Denominations and in a
principal amount equal to the difference between (i) the principal amount of the Bonds so
surrendered and (ii) the principal amount referenced in said notice.

(2) Notwithstanding any provision herein to the contrary, the District and the
Trustee may agree to allow DTC, or its nominee, Cede & Co., to make a notation on any Bond
redeemed in part to reflect, for informational purposes only, the principal amount and date of any
such redemption.

(h) In the event that DTC notifies the District that it is discontinuing the book-
entry system for the Bonds, the District may either appoint another entity to hold the Bonds in book-
entry form or deliver Bond certificates to the beneficial owners or Participants, as directed by DTC.

Section 3.04 Mutilated, Lost, Stolen or Destroyed Bonds.

(a) In the event any Bond is mutilated or defaced but identifiable by number and
description, the District shall execute and the Trustee shall authenticate and deliver a new Bond of
like date, maturity and denomination as such Bond, upon surrender thereof to the Trustee; provided
that there shall first be furnished to the District and the Trustee proof satisfactory to the Trustee that
the Bond is mutilated or defaced. The Bondholder shall accompany the above with a deposit of
money required by the District for the cost of preparing the substitute Bond and all other expenses
connected with the issuance of such substitute. The District shall then cause proper record to be
made of the cancellation of the original, and thereafter the substitute shall have the validity of the
original.

(b) In the event any Bond is lost, stolen or destroyed, the District may execute
and the Trustee may authenticate and deliver a new Bond of like date, maturity and denomination as
that Bond lost, stolen or destroyed; provided that there shall first be furnished to the Trustee evidence
of such loss, theft or destruction satisfactory to the Trustee, together with indemnity satisfactory to it.

(c) The District and the Trustee shall charge the Holder of such Bond all transfer
taxes, if any, and their reasonable fees and expenses in this connection. All substitute Bonds issued
and authenticated pursuant to this Section shall be issued as a substitute and numbered, if numbering
is provided for by the Trustee, as determined by the Trustee. In the event any such Bond has matured
or has been called for redemption, instead of issuing a substitute Bond, the Trustee may pay the same
without surrender thereof upon receipt of indemnity satisfactory to the Trustee.

Section 3.05 Destruction of Bonds. Whenever any Outstanding Bonds shall be delivered
to the Trustee for cancellation pursuant to this Trust Agreement, upon payment of the principal
amount and interest represented thereby or for replacement pursuant to Section 3.04 or transfer
pursuant to Section 3.02, such Bond shall be cancelled and destroyed by the Trustee and counterparts
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of a certificate of destruction evidencing such destruction shall, upon the District’s request, be
furnished by the Trustee to the District.

Section 3.06 Temporary Bonds.

(a) Pending preparation of definitive Bonds, the District may execute and the
Trustee shall authenticate and deliver, in lieu of definitive Bonds and subject to the same limitation

and conditions, interim receipts, certificates or temporary bonds which shall be exchanged for the
Bonds.

(b) If temporary Bonds shall be issued, the District shall cause the definitive
Bonds to be prepared and to be executed and delivered to the Trustee, and the Trustee, upon
presentation to it of any temporary Bond, shall cancel the same and deliver in exchange therefor at
the place designated by the Bondholder, without charge to the Bondholder thereof, definitive Bonds
of an equal aggregate principal amount, of the same series, maturity and bearing interest at the same
rate or rates as the temporary Bonds surrendered. Until so exchanged, the temporary Bonds shall in
all respects be entitled to the same benefit and security of this Trust Agreement as the definitive
Bonds to be issued and authenticated hereunder.

ARTICLE IV
REDEMPTION OF BONDS
Section 4.01 Notices to Trustee; Notices to Bondholders; Notices to DTC.

(a) Notice of redemption shall be given by the Trustee, not less than 30 nor more
than 60 days prior to the redemption date: (i) in the case of Bonds not registered in the name of a
Securities Depository or its nominee, to the respective Holders of the Bonds designated for
redemption at their addresses appearing on the registration books of the Trustee; (ii) in the case of
Bonds registered in the name of a Securities Depository or its nominee, to such Securities Depository
for such Bonds; and (iii) to the Information Services. Notice of redemption to the Holders pursuant
to (i) above shall be given by mail at their addresses appearing on the registration books of the
Trustee, or any other method agreed upon by such Holder and the Trustee. Notice of redemption to
the Securities Depositories pursuant to (ii) above and the Information Services pursuant to (iii) above

shall be given by electronically secure means, or any other method agreed upon by such entities and
the Trustee.

(b) Each notice of redemption shall state the Bonds or designated portions thereof
to be redeemed, the date of redemption, the place of redemption, the redemption price, the CUSIP
number (if any) of the Bonds to be redeemed, the distinctive numbers of the Bonds of such maturity
to be redeemed and, in the case of Bonds to be redeemed in part only, the respective portions of the
principal amount thereof to be redeemed, the original issue date, interest rate and stated maturity date
of each Bond to be redeemed in whole or part. Each such notice shall also state that on said date
there will become due and payable on each of the Bonds to be redeemed the redemption price, and

redemption premium, if any, thereof, and that from and after such redemption date interest thereon
shall cease to accrue.
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(c) Failure to give the notices described in this Section 4.01 or any defect therein
shall not in any manner affect the redemption of any Bonds. Any notice sent as provided herein will
be conclusively presumed to have been given whether or not actually received by the addressee.

(d) The District shall have the right to rescind any notice of optional redemption
previously sent pursuant to this Section 4.01. Any such notice of rescission shall be sent in the same
manner as the notice of redemption. Neither the District nor the Trustee shall incur any liability, to
Bond Owners, DTC, or otherwise, as a result of a rescission of a notice of redemption.

Section 4.02  Optional Redemption of Bonds. The Bonds maturing on or after June 1,
20__ may be redeemed at the option of the District from any source of funds on any date on or after
June 1,20 __ in whole or in part from such maturities as are selected by the District and by lot within
a maturity at a redemption price equal to the principal amount to be redeemed, together with accrued
interest to the date of redemption, without premium.

Section 4.03 Mandatory Sinking Fund Redemption of Bonds. The Bonds maturing
June 1, 20__ (the “20__ Term Bonds”) are subject to mandatory sinking fund redemption at a
redemption price equal to the principal amount thereof, plus accrued interest to the redemption date,
without premium. The 20__ Term Bonds shall be so redeemed on the following dates and in the
following amounts:

Redemption Date Principal
(June 1) Amount

*  Final maturity.

The Bonds maturing June 1, 20__ (the “20__ Term Bonds™) are subject to mandatory
sinking fund redemption at a redemption price equal to the principal amount thereof, plus accrued
interest to the redemption date, without premium. The 20 Term Bonds shall be so redeemed on the
following dates and in the following amounts:

Redemption Date Principal
(June 1) Amount

*  Final maturity.

On or before each May 15 next preceding any mandatory sinking fund redemption date, the
Trustee shall proceed to select for redemption pro-rata from all Term Bonds subject to mandatory
sinking fund redemption at that time, an aggregate principal amount of such Term Bonds equal to the
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amount for such year as set forth in the table above and shall call such Term Bonds or portions
thereof for redemption and give notice of such redemption in accordance with the terms of
Section 4.01. At the option of the District, to be exercised by delivery of a written certificate to the
Trustee on or before May 15 next preceding any mandatory sinking fund redemption date, it may
(a) deliver to the Trustee for cancellation Term Bonds or portions thereof (in the amount of an
Authorized Denomination) of the stated maturity subject to such redemption or (b) specify a
principal amount of such Term Bonds or portions thereof (in the amount of an Authorized
Denomination) which prior to said date have been purchased or redeemed (otherwise than under the
provisions of this Section 4.03) and cancelled by the Trustee at the request of the District and not
theretofore applied as a credit against any mandatory sinking fund redemption requirement. Each
such Term Bonds or portion thereof so delivered or previously redeemed shall be credited by the
Trustee at 100% of the principal amount of the Term Bonds so delivered to the Trustee by the
District against the obligation of the District on such mandatory sinking fund redemption date.

Section 4.04 Payment of Bonds Called for Redemption; Effect of Redemption Call.

(a) Upon surrender to the Trustee or the Trustee’s agent, Bonds called for
redemption shall be paid at the redemption price stated in the notice, plus interest accrued to the
redemption date.

(b) On the date so designated for redemption, notice having been given in the
manner and under the conditions provided herein relating to such Bonds as are to be redeemed and
moneys for payment of the redemption price being held in trust to pay the redemption price, the
Bonds so called for redemption shall become and be due and payable on the redemption date, interest
on such Bonds shall cease to accrue, such Bonds shall cease to be entitled to any lien, benefit or
security under this Trust Agreement and the owners of such Bonds shall have no rights in respect

thereof except to receive payment of the redemption price and accrued interest to the redemption
date.

(c) Bonds which have been duly called for redemption under the provisions of
this Article IV and for the payment of the redemption price of which moneys shall be deposited in
the Redemption Fund or otherwise held in trust for the Holders of the Bonds to be redeemed, all as

provided in this Trust Agreement, shall not be deemed to be Outstanding under the provisions of this
Trust Agreement.

Section 4.05  Selection of Bonds for Redemption; Bonds Redeemed in Part. Bonds are
subject to redemption pro rata within a maturity. Upon surrender of a Bond to be redeemed in part,
the Trustee will authenticate for the registered owner a new Bond or Bonds of the same maturity and
tenor equal in principal amount to the unredeemed portion of the Bond surrendered.

ARTICLE V

APPLICATION OF PROCEEDS;
SOURCE OF PAYMENT OF BONDS

Section 5.01  Application of Proceeds and District Contribution. The net proceeds of

the sale of the Bonds received by the Trustee, $ 8
principal amount, less $ underwriter’s discount), shall be deposited by the Trustee as
follows:
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(1) the sum of $ shall be deposited into the Costs of Issuance
Fund;

(ii) the sum of § representing capitalized interest on the
Bonds through the first _ Bond Years shall be deposited into the Bond Interest Account of the
Revenue Fund;

(iii)  the sum of § , together with $ transferred by the
District to the Trustee, shall be transferred to PERS and used to pay the Unfunded Liability relating
the Fire Safety Plan;

(iv)  the sum of $ , together with § transferred by the
District to the Trustee, shall be transferred to PERS and used to pay the Unfunded Liability relating
to the Miscellaneous Plan.

Section 5.02  Sources of Payment of Bonds; Semi-Annual Payments by the District.

(a) The District shall provide for payment of principal or redemption price of and
interest on the Bonds from any source of legally available funds of the District. If any Bonds are
Outstanding, the District shall, no later than three Business Days preceding each Interest Payment
Date beginning December 1, 2020, deliver funds to the Trustee for deposit to the Revenue Fund in an
aggregate amount equal to the portion of the Annual Debt Service coming due on such Interest
Payment Date (less amounts on deposit in the Revenue Fund).

(b) The Bonds shall be obligations of the District payable from any lawfully
available funds, shall not be limited as to payment to any special source of funds of the District, and
shall be subject to appropriation in accordance with Section 8.01 hereof. The Bonds do not
constitute an obligation of the District for which the District is obligated to levy or pledge any form
of taxation or for which the District has levied or pledged any form of taxation.

ARTICLE VI
CREATION OF CERTAIN FUNDS AND ACCOUNTS

Section 6.01 Creation of Costs of Issuance Fund. There is hereby created a Fund to be
held by the Trustee designated “North County Fire Protection District 2020 Taxable Pension
Obligation Bonds Costs of Issuance Fund” (the “Costs of Issuance Fund™). Funds on deposit in the
Costs of Issuance Fund shall be used to pay or to reimburse the District for the payment of Costs of
Issuance. Amounts in the Costs of Issuance Fund shall be disbursed by the Trustee upon Written
Requisition in the form of Exhibit “B” executed by an Authorized District Representative.

At such time as the District delivers to the Trustee written notice that all Costs of Issuance
have been paid or otherwise notifies the Trustee in writing that no additional amounts from the Costs
of Issuance Fund will be needed to pay Costs of Issuance, the Trustee shall transfer all amounts then
remaining in the Costs of Issuance Fund to the Bond Interest Account of the District unless otherwise

directed by the District. At such time as no amounts remain in the Costs of Issuance Fund, such
Fund shall be closed.
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Section 6.02  Creation of Revenue Fund and Certain Accounts. There is hereby created
a Fund to be held by the Trustee designated “North County Fire Protection District 2020 Taxable
Pension Obligation Bonds Revenue Fund” (the “Revenue Fund”). There are hereby created in the

Revenue Fund two separate Accounts designated “Bond Interest Account” and “Bond Principal
Account”.

(a) All amounts received by the Trustee from the District in respect of interest
payments on the Bonds shall be deposited in the Bond Interest Account and shall be disbursed to the
applicable Bondholders to pay interest on the Bonds. All amounts held at any time in the Bond
Interest Account (including amounts deposited pursuant to Section 6.03) shall be held for the security
and payment of interest on the Bonds pursuant to this Trust Agreement. If at any time funds on
deposit in the Bond Interest Account are insufficient to provide for the payment of such interest, the
District shall promptly deposit funds to such Account to cure such deficiency. On June 2 of each
year beginning in 2021, so long as no Event of Default has occurred and is continuing, the Trustee
shall transfer all amounts on deposit in the Bond Interest Account to the Revenue Fund to be used for
any lawful purpose.

(b) All amounts received by the Trustee from the District in respect of principal
payments on the Bonds shall be deposited in the Bond Principal Account and all amounts in the Bond
Principal Account will be disbursed to pay principal on the Bonds pursuant to this Trust Agreement.
If at any time funds on deposit in the Bond Principal Account are insufficient to provide for the

payment of such principal, the District shall promptly deposit funds to such Account to cure such
deficiency.

©) The moneys in such Funds and Accounts shall be held by the Trustee in trust
and applied as herein provided and, pending such application, shall be subject to a lien and charge in
favor of the holders of the Bonds issued and Outstanding under this Trust Agreement and for the
further security of such holders until paid out or transferred as hereinafter provided.

Section 6.03 Creation of Redemption Fund. A Fund to be held by the Trustee is hereby
created and designated the “North County Fire Protection District 2020 Taxable Pension Obligation
Bonds Redemption Fund” (the “Redemption Fund”). All moneys deposited by the District with the
Trustee for the purpose of redeeming Bonds shall be deposited in the Redemption Fund. All amounts
deposited in the Redemption Fund shall be used and withdrawn by the Trustee solely for the purpose
of redeeming Bonds in the manner, at the times and upon the terms and conditions specified in this
Trust Agreement; provided that, at any time prior to giving such notice of redemption, the Trustee
shall, upon receipt of written instructions from an Authorized District Representative, apply such
amounts to the purchase of Bonds at public or private sale, as and when and at such prices (including
brokerage and other charges) as directed by the District.

Section 6.04 Moneys Held in Redemption Fund. All moneys which shall have been
withdrawn from the Revenue Fund and deposited in the Redemption Fund for the purpose of paying
any of the Bonds hereby secured, either at the maturity thereof or upon call for redemption, shall be
held in trust for the respective Holders of such Bonds.

Section 6.05 Unclaimed Moneys. Any moneys which shall be set aside or deposited in
the Redemption Fund, the Bond Principal Account, the Bond Interest Account or any other Fund or
Account for the benefit of Holders of Bonds and which shall remain unclaimed by the Holders of
such Bonds for a period of one year after the date on which such Bonds shall have become due and
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payable (or such longer period as shall be required by State law) shall be paid to the District, and
thereafter the Holders of such Bonds shall look only to the District for payment and the District shall
be obligated to make such payment, but only to the extent of the amounts so received without any
interest thereon, and the Trustee and any Paying Agent shall have no responsibility with respect to
any of such moneys.

ARTICLE VII
CONCERNING PAYING AGENT

Section 7.01 Paying Agent; Appointment and Acceptance of Duties. The District
hereby appoints the Trustee as the Paying Agent for the Bonds.

Section 7.02 Paying Agent - General Responsibilities.

(a) The District may at any time or from time to time appoint a different Paying
Agent or Paying Agents for the Bonds, and each Paying Agent, if other than the Trustee, shall be a
commercial bank with trust powers and shall designate to the District and the Trustee its principal
office and signify its acceptance of the duties and obligations imposed upon it hereunder by a written
instrument of acceptance delivered to the District under which each such Paying Agent will agree,
particularly:

6)) to hold all sums held by it for the payment of the principal of, and
premium or interest on, Bonds in trust for the benefit of the Bondholders until such sums shall be
paid to such Bondholders or otherwise disposed of as herein provided;

(i1) to keep such books and records as shall be consistent with prudent
industry practice, to make such books and records available for inspection by the District and the
Trustee at all reasonable times upon reasonable prior notice; and

(iii)  upon the request of the Trustee, to forthwith deliver to the Trustee all
sums so held in trust by such Paying Agent.

(b) The Paying Agent shall perform the duties and obligations set forth in this
Trust Agreement, and in particular shall hold all sums delivered to it by the Trustee for the payment
of principal or premium of and interest on the Bonds for the benefit of the Bondholders until such
sums shall be paid to such Bondholders or otherwise disposed of as herein provided.

(c) In performing its duties hereunder, the Paying Agent shall be entitled to all of
the rights, protections and immunities accorded to the Trustee under the terms of this Trust
Agreement.

Section 7.03  Certain Permitted Acts. Any Fiduciary may become the owner of any
Bonds, with the same rights it would have if it were not a Fiduciary. To the extent permitted by law,
any Fiduciary may act as depositary for, and permit any of its officers or directors to act as a member
of, or in any other capacity with respect to, any committee formed to protect the rights of
Bondholders or to effect or aid in any reorganization growing out of the enforcement of the Bonds or
this Trust Agreement, whether or not any such committee shall represent the owners of a majority in
Total Bond Obligation of the Bonds then Outstanding.
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Section 7.04  Resignation or Removal of Paying Agent and Appointment of Successor.

(a) Any Paying Agent may at any time resign and be discharged of the duties and
obligations created by this Trust Agreement in accordance with the provisions set forth in this Trust
Agreement for the removal of the Trustee by giving at least 60 days’ written notice to the District and
the other Fiduciaries. Any Paying Agent may be removed at any time upon 30 days prior written
notice by an instrument filed with such Paying Agent and the Trustee and signed by an Authorized
District Representative. Any successor Paying Agent shall be appointed by the District with the
approval of the Trustee and shall be a commercial bank with trust powers or trust company organized
under the laws of any state of the United States, having capital stock and surplus aggregating at least
$100,000,000, and willing and able to accept the office on reasonable and customary terms and
authorized by law to perform all the duties imposed upon it by this Trust Agreement.

(b) In the event of the resignation or removal of any Paying Agent, such Paying
Agent shall assign and deliver any moneys and Bonds, including authenticated Bonds, held by it to
its successor, or if there be no successor, to the Trustee. In the event that for any reason there shall
be a vacancy in the office of any Paying Agent, the Trustee shall act as such Paying Agent.

ARTICLE VIII
COVENANTS OF THE DISTRICT

Section 8.01 Payment of Principal and Interest. The District covenants and agrees that
it will duly and punctually pay or cause to be paid the principal, premium, if any, and interest on
every Bond at the place and on the dates and in the manner specified herein and in the Bonds,
according to the true intent and meaning thereof, and that it will faithfully do and perform all
covenants and agreements contained herein and in the Bonds and the District agrees that time is of
the essence of this Trust Agreement. The obligations of the District under the Bonds, including the
obligation to make all payments of principal, premium, if any, and interest when due, are absolute
and unconditional, without any right of set-off or counter claim.

The District shall in each Fiscal Year include in its budget a provision to provide funds in an
amount sufficient to pay the principal, premium, if any, and interest on the Bonds coming due in such
Fiscal Year, but only to the extent that such amounts exceed the amount of available funds then on
deposit in the Revenue Fund, and shall make annual appropriations for all such amounts. If such
principal, premium, if any, and interest on the Bonds coming due in any Fiscal Year exceeds the sum
of amounts budgeted in respect thereof together with amounts then on deposit in the Revenue Fund,
then the District shall amend or supplement the budget to provide for such excess amounts. The
covenants contained in this Section shall be deemed to be and shall 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 Trust Agreement agreed to be
carried out and performed by the District.

Section 8.02 Performance of Covenants by District; Authority; Due Execution. The
District covenants that it will faithfully perform at all times any and all covenants, undertakings,
stipulations and provisions contained in this Trust Agreement, in any and every Bond executed,
authenticated and delivered hereunder and in all of its proceedings pertaining hereto. The District
covenants that it is duly authorized under the Constitution and laws of the State to issue the Bonds.
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Section 8.03 Instruments of Further Assurance. The District covenants that it will do,
execute, acknowledge and deliver, or cause to be done, executed, acknowledged and delivered such
further acts, instruments and transfers as the Trustee may reasonably request for the better assuring
and confirming to the Trustee all the rights and obligations of the District under and pursuant to this
Trust Agreement. The District shall, upon the reasonable request of the Trustee, from time to time
execute and deliver such further instructions and take such further action as may be reasonable and as
may be required to effectuate the purposes of this Trust Agreement or any provisions hereof:
provided, however, that no such instruments or actions shall pledge the full faith and credit or the
taxing powers of the State.

Section 8.04 No Inconsistent Action. The District covenants that no contract or contracts
will be entered into or any action taken by the District which shall be inconsistent with the provisions
of this Trust Agreement.

Section 8.05 No Adverse Action. The District covenants that it will not take any action
which will have a material adverse effect upon the rights of the Holders of the Bonds.

Section 8.06 Maintenance of Powers. The District covenants that it will at all times use
its best efforts to maintain the powers, functions, duties and obligations now reposed in it pursuant to
applicable law and will not at any time voluntarily do, suffer or permit any act or thing the effect of
which would be to hinder, delay or imperil either the payment of the indebtedness evidenced by any
of the Bonds or the performance or observance of any of the covenants herein contained.

Section 8.07 Covenants of District Binding on Successors.

(a) All covenants, stipulations, obligations and agreements of the District
contained in this Trust Agreement shall be deemed to be covenants, stipulations, obligations and
agreements of the District to the full extent authorized or permitted by law. If the powers or duties of
the District shall hereafter be transferred by amendment of any provision of the Constitution or any
other law of the State or in any other manner there shall be a successor to the District, and if such
transfer shall relate to any matter or thing permitted or required to be done under this Trust
Agreement by the District, then the entity that shall succeed to such powers or duties of the District
shall act and be obligated in the place and stead of the District as provided in this Trust Agreement,
and all such covenants, stipulations, obligations and agreements herein shall be binding upon such
successor or successors thereof from time to time and upon any officer, board, body, district,
authority or commission to whom or to which any power or duty affecting such covenants,
stipulations, obligations and agreements shall be transferred by or in accordance with law.

b) Except as otherwise provided in this Trust Agreement, all rights, powers and
privileges conferred and duties and liabilities imposed upon the District by the provisions of this
Trust Agreement shall be exercised or performed by the District or by such officers, board, body,

district, authority or commission as may be required by law to exercise such powers or to perform
such duties.

Section 8.08 Trust Agreement to Constitute a Contract. This Trust Agreement is

executed by the District for the benefit of the Bondholders and constitutes a contract with the
Bondholders.
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Section 8.09 District to Perform Pursuant to Continuing Disclosure Certificate. The
District hereby covenants and agrees that it will comply with and carry out all of the provisions of the
Continuing Disclosure Certificate. Notwithstanding any other provision of this Trust Agreement,
failure of the District to comply with the Continuing Disclosure Certificate shall not be considered an
Event of Default under this Trust Agreement; provided, however, the obligations of the District to
comply with the provisions of the Continuing Disclosure Certificate shall be enforceable by any
Participating Underwriter or any Holder of Qutstanding Bonds, or by the Trustee on behalf of the
Holders of Outstanding Bonds; provided, further, that the Trustee shall not be required to take any
enforcement action whatsoever except at the written direction of the Holders of not less than a
majority in aggregate principal amount of the Bonds at the time Qutstanding who shall have provided
the Trustee with security and indemnity to its satisfaction, including without limitation, attorney’s
fees and expenses. The Participating Underwriter’s, Holders’ and Trustee’s rights to enforce the
provisions of the Continuing Disclosure Certificate shall be limited solely to a right, by action in
mandamus or for specific performance, to compel performance of the District’s obligations under the
Continuing Disclosure Certificate. Notwithstanding the foregoing, the District shall be entitled to
amend or rescind the Continuing Disclosure Certificate to the extent permitted by law.

ARTICLE IX
INVESTMENTS

Section 9.01 Investments Authorized. Money held by the Trustee in any fund or account
hereunder shall be invested by the Trustee in Permitted Investments pending application as provided
herein solely at the prior written direction of an Authorized District Representative, shall be
registered in the name of the Trustee where applicable, as Trustee, and shall be held by the Trustee.
The District shall direct the Trustee prior to 12:00 p.m. Pacific time on the last Business Day before
the date on which a Permitted Investment matures or is redeemed as to the reinvestment of the
proceeds thereof. In the absence of such direction, the Trustee shall invest in investments authorized
under clause (8) contained in the definition of “Permitted Investments.” The Trustee may rely on the
District’s certification in such investment instructions that such investments are permitted by law and
by any policy guidelines promulgated by the District. Money held in any fund or account hereunder
may be commingled for purposes of investment only.

The Trustee may, with the prior written approval of an Authorized District Representative,
purchase from or sell to itself or any affiliate, as principal or agent, investments authorized by this
Section 9.01. Any investments and reinvestments shall be made after giving full consideration to the
time at which funds are required to be available hereunder and to the highest yield practicably
obtainable giving due regard to the safety of such funds and the date upon which such funds will be
required for the uses and purposes required by this Trust Agreement. The Trustee or any of its
affiliates may act as agent in the making or disposing of any investment and may act as sponsor or
advisor with respect to any Permitted Investment. For investment purposes, the Trustee may
commingle the funds and accounts established hereunder, but shall account for each separately.

Section 9.02 Reports. The Trustee shall furnish monthly to the District a report of all

investments made by the Trustee and of all amounts on deposit in each fund and account maintained
hereunder.

Section 9.03  Valuation and Disposition of Investments. For the purpose of determining
the amount in any fund or account hereunder, all Permitted [nvestments shall be valued at the market
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value thereof not later than July 1 of each year. With the prior written approval of an Authorized
District Representative, the Trustee may sell at the best price obtainable, or present for redemption,
any Permitted Investment so purchased by the Trustee whenever it shall be necessary in order to
provide money to meet any required payment, transfer, withdrawal or disbursement from any fund or
account hereunder, and the Trustee shall not be liable or responsible for any loss resulting from such
investment or sale, except any loss resulting from its own negligence or willful misconduct.

Section 9.04  Application of Investment Earnings. Investments in any Fund or Account
shall be deemed at all times to be a part of such Fund or Account, and any profit realized from such
investment shall be credited to such Fund or Account and any loss resulting from such investment
shall be charged to such Fund or Account. Interest earnings on investments in any Fund or Account
shall be deposited in the Bond Interest Account of the Revenue Fund.

ARTICLE X
DEFEASANCE

Section 10.01 Discharge of Bonds; Release of Trust Agreement. Bonds or portions
thereof (such portions to be in an Authorized Denomination) which have been paid in full or which
are deemed to have been paid in full shall no longer be entitled to the benefits of this Trust
Agreement except for the purposes of payment from moneys and Defeasance Securities. When all
Bonds which have been issued under this Trust Agreement have been paid in full or are deemed to
have been paid in full, and all other sums payable hereunder by the District, including all necessary
and proper fees, compensation and expenses of the Trustee and any Paying Agents, have been paid or
are duly provided for, then the Trustee shall cancel, discharge and release this Trust Agreement, shall
execute, acknowledge and deliver to the District such instruments of satisfaction and discharge or
release as shall be requisite to evidence such release and such satisfaction and discharge and shall
assign and deliver to the District any amounts at the time subject to this Trust Agreement which may
then be in the Trustee’s possession, except funds or securities in which such funds are invested and

held by the Trustee or the Paying Agents for the payment of the principal, premium, if any, and
interest on the Bonds.

Section 10.02 Bonds Deemed Paid.

(a) A Bond shall be deemed to be paid within the meaning of this Article X and
for all purposes of this Trust Agreement when (i) payment with respect thereto of the principal,
interest and premium, if any. either (1) shall have been made or caused to be made in accordance
with the terms of the Bonds and this Trust Agreement or (2) shall have been provided for, as certified
to the Trustee by a Consultant who is a certified public accountant, by irrevocably depositing with
the Trustee in trust and irrevocably setting aside exclusively for such payment: (x) moneys sufficient
to make such payment, and/or (y) Defeasance Securities maturing as to principal and interest in such
amounts and at such times as will insure the availability of sufficient moneys to make such payment,
and (ii) all necessary and proper fees, compensation and expenses of the Trustee and any Paying
Agents pertaining to the Bonds with respect to which such deposit is made shall have been paid or
provision made for the payment thereof. At such times as Bonds shall be deemed to be paid
hereunder, such Bonds shall no longer be secured by or entitled to the benefits of this Trust
Agreement, except for the purposes of payment from such moneys and Defeasance Securities.
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(b) Notwithstanding the foregoing paragraph, no deposit under clause (i)(2) of
the immediately preceding paragraph shall be deemed a payment of such Bonds until (i) proper
notice of redemption of such Bonds shall have been given in accordance with Section 4.01, or in the
event such Bonds are not to be redeemed within the next succeeding 60 days, until the District shall
have given the Trustee irrevocable instructions to notify, as soon as practicable, the holders of the
Bonds in accordance with Section 4.01, that the deposit required by clause (i)(2) above has been
made with the Trustee and that such Bonds are deemed to have been paid in accordance with this
Article X1 and stating the maturity or redemption date upon which moneys are to be available for the

payment of the principal of, premium, if any, and unpaid interest on such Bonds; or (ii) the maturity
of such Bonds.

ARTICLE XI
DEFAULTS AND REMEDIES

Section 11.01 Events of Default. Each of the following events shall constitute and is
referred to in this Trust Agreement as an “Event of Default”:

(a) a failure to pay the principal or premium, if any, on any of the Bonds when
the same shall become due and payable at maturity or upon redemption;

(b) a failure to pay any installment of interest on any of the Bonds when such
interest shall become due and payable;

(©) a failure by the District to observe and perform any covenant, condition,
agreement or provision (other than as specified in clauses (a) and (b) of this Section 11.01) contained
in the Bonds or in this Trust Agreement on the part of the District to be observed or performed,
which failure shall continue for a period of 60 days after written notice, specifying such failure and
requesting that it be remedied, shall have been given to the District by the Trustee; provided,
however, that the Trustee shall be deemed to have agreed to an extension of such period if corrective
action is initiated by the District within such period and is being diligently pursued; or

(d) if the District files a petition in voluntary bankruptcy, for the composition of
its affairs or for its corporate reorganization under any state or federal bankruptcy or insolvency law,
or makes an assignment for the benefit of creditors, or admits in writing to its insolvency or inability

to pay debts as they mature, or consents in writing to the appointment of a trustee or receiver for
itself.

Upon its actual knowledge of the occurrence of any Event of Default, the Trustee shall
immediately give written notice thereof to the District.

Section 11.02 Remedies.

(a) Upon the occurrence and continuance of any Event of Default, the Trustee in
its discretion may, and shall upon the written direction of the holders of a majority of the Total Bond
Obligation of the Bonds then Outstanding and, in each case, receipt of indemnity to its satisfaction, in
its own name and as the Trustee of an express trust:
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Q)] by mandamus, or other suit, action or proceeding at law or in equity,
enforce all rights of the Bondholders hereunder, as the case may be, and require the District to carry
out any agreements with or for the benefit of the Bondholders and to perform its or their duties under
the Refunding Law or any other law to which it is subject and this Trust Agreement; provided that

any such remedy may be taken only to the extent permitted under the applicable provisions of this
Trust Agreement;

(2) bring suit upon the defaulted Bonds;

3) commence an action or suit in equity to require the District to account
as if it were the trustee of an express trust for the Bondholders; or

4) by action or suit in equity enjoin any acts or things which may be
unlawful or in violation of the rights of the Bondholders hereunder.

(b) The Trustee shall be under no obligation to take any action with respect to
any Event of Default unless the Trustee has actual knowledge of the occurrence of such Event of
Default.

Section 11.03 Restoration to Former Position. In the event that any proceeding taken by
the Trustee to enforce any right under this Trust Agreement shall have been discontinued or
abandoned for any reason, or shall have been determined adversely to the Trustee, then the District,
the Trustee and the Bondholders shall be restored to their former positions and rights hereunder,

respectively, and all rights, remedies and powers of the Trustee shall continue as though no such
proceeding had been taken.

Section 11.04 Bondholders’ Right to Direct Proceedings on their Behalf. Anything in
this Trust Agreement to the contrary notwithstanding, Holders of a majority in Total Bond Obligation
shall have the right, at any time, by an instrument in writing executed and delivered to the Trustee, to
direct the time, method and place of conducting all remedial proceedings on their behalf available to
the Trustee under this Trust Agreement to be taken in connection with the enforcement of the terms
of this Trust Agreement or exercising any trust or power conferred on the Trustee by this Trust
Agreement; provided that such direction shall not be otherwise than in accordance with the
provisions of the law and this Trust Agreement and that there shall have been provided to the Trustee
security and indemnity satisfactory to the Trustee against the costs, expenses and liabilities to be
incurred as a result thereof by the Trustee; provided further that the Trustee shall have the right to
decline to follow any such direction which in the opinion of the Trustee would be unjustly prejudicial
to Bondholders not parties to such direction.

Section 11.05 Limitation on Bondholders’ Rights to Institute Proceedings. No owner of
any Bond shall have the right to institute any suit, action or proceeding at law in equity, for the
protection or enforcement of any right or remedy under this Trust Agreement, or applicable law with
respect to such Bond, unless (a) such owner shall have given to the Trustee written notice of the
occurrence of an Event of Default; (b) the owners of not less than a majority in Total Bond
Obligation shall have made written request upon the Trustee to exercise the powers heretofore
granted or to institute such suit, action or proceeding in its own name; (c) such owner or said owners
shall have tendered to the Trustee reasonable indemnity against the costs, expenses and liabilities to
be incurred in compliance with such request; (d) the Trustee shall have refused or failed to comply
with such request for a period of 60 days after such written request shall have been received by and
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said tender of indemnity shall have been made to, the Trustee and (e) the Trustee shall not have
received contrary directions from the owners of a majority in aggregate principal amount of the Total
Bonds Obligation.

Section 11.06 No Impairment of Right to Enforce Payment. Notwithstanding any other
provision in this Trust Agreement, the right of any Bondholder to receive payment of the principal of
and interest on such Holder’s Bond, on or after the respective due dates expressed therein, or to
institute suit for the enforcement of any such payment on or after such respective date, shall not be
impaired or affected without the consent of such Bondholder.

Section 11.07 Proceedings by Trustee Without Possession of Bonds. All rights of action
under this Trust Agreement or under any of the Bonds secured hereby which are enforceable by the
Trustee may be enforced by it without the possession of any of the Bonds, or the production thereof
at the trial or other proceedings relative thereto. and any such suit, action or proceeding instituted by
the Trustee shall be brought in its name for the equal and ratable benefit of the Bondholders, as the
case may be, subject to the provisions of this Trust Agreement.

Section 11.08 No Remedy Exclusive. No remedy herein conferred upon or reserved to the
Trustee or to Bondholders is intended to be exclusive of any other remedy or remedies, and each and
every such remedy shall be cumulative, and shall be in addition to every other remedy given
hereunder, or now or hereafter existing at law or in equity or by statute; provided, however, that any
conditions set forth herein to the taking of any remedy to enforce the provisions of this Trust
Agreement or the Bonds shall also be conditions to seeking any remedies under any of the foregoing
pursuant to this Section 11.08.

Section 11.09 No Waiver of Remedies. No delay or omission of the Trustee or of any
Bondholder to exercise any right or power accruing upon any default shall impair any such right or
power or shall be construed to be a waiver of any such default, or an acquiescence therein and every
power and remedy given by this Article XII to the Trustee and to the Bondholders, respectively, may
be exercised from time to time and as often as may be deemed expedient.

Section 11.10 Application of Moneys.

(a) Any moneys received by the Trustee for the benefit of Bondholders, by any
receiver or by any Bondholder pursuant to any right given or action taken under the provisions of this
Article X1, after payment of the costs and expenses of the proceedings resulting in the collection of
such moneys and of the fees, expenses, liabilities and advances incurred or made by the Trustee
(including without limitation reasonable fees and reasonable expenses of its attorneys), shall be
deposited in the Revenue Fund and all moneys so deposited in the Revenue Fund during the
continuance of an Event of Default shall be applied (i) first, to the payment to the persons entitled
thereto of all instaliments of interest then due on the Bonds, with interest on overdue installments, if
lawful, at the rate per annum borne by the Bonds, as the case may be, in the order of maturity of the
installments of such interest (if the amount available for such interest installments shall not be
sufficient to pay in full any particular installment of interest, then to the payment ratably, according
to the amounts due on such instaliment), and if the amount available for such interest shall not be
sufficient to make payment thereof, then to the payment thereof ratably according to the respective
aggregate amounts due and (ii) second, to the payment to the persons entitled thereto of the unpaid
principal, as applicable, of any of the Bonds which shall have become due with interest on such
Bonds at their respective rate from the respective dates upon which they became due (if the amount
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available for such unpaid principal and interest shall not be sufficient to pay in full Bonds due on any
particular date, together with such interest, then to the payment ratably, according to the amount of
principal and interest due on such date, in each case to the persons entitled thereto, without any
discrimination or privilege among Holders of Bonds), and, if the amount available for such principal
and interest shall not be sufficient to make full payment thereof, then to the payment thereof ratably
according to the respective aggregate amounts due.

(b) Whenever moneys are to be applied pursuant to the provisions of this
Section 11.10, such moneys shall be applied at such times, and from time to time, as the Trustee shall
determine, having due regard to the amount of such moneys available for application and the
likelihood of additional moneys becoming available for such application in the future. Whenever the
Trustee shall apply such funds, it shall fix the date (which shall be an Interest Payment Date unless it
shall deem another date more suitable) upon which such application is to be made and upon such date
interest on the amounts to be paid on such date shall cease to accrue. The Trustee shall give notice of
the deposit with it of any such moneys and of the fixing of any such date by Mail to all Bondholders
and shall not be required to make payment to any Bondholder until such Bonds shall be presented to
the Trustee for appropriate endorsement or for cancellation if fully paid.

Section 11.11 Severability of Remedies. It is the purpose and intention of this Article XII
to provide rights and remedies to the Trustee and the Bondholders which may be lawfully granted
under the provisions of applicable law, but should any right or remedy herein granted be held to be
unlawful, the Trustee and the Bondholders shall be entitled, as above set forth, to every other right
and remedy provided in this Trust Agreement and by applicable law.

Section 11.12 Additional Events of Default and Remedies. So long as any Bonds are
Outstanding, the Events of Default and remedies as set forth in this Article XII may be supplemented

with additional Events of Default and remedies as set forth from time to time in a supplemental
agreement.

ARTICLE XII
TRUSTEE; REGISTRAR

Section 12.01 Acceptance of Trusts. The Trustee hereby accepts and agrees to execute the
trusts specifically imposed upon it by this Trust Agreement, but only upon the additional terms set
forth in this Article XIII, to all of which the District agrees and the respective Bondholders agree by
their acceptance of delivery of any of the Bonds.

Section 12.02 Duties of Trustee.
(a) If an Event of Default has occurred and is continuing, the Trustee shall
exercise its rights and powers and use the same degree of care and skill in their exercise as a prudent
person would exercise or use under the circumstances in the conduct of such person’s own affairs.

(b) Except during the continuance of an Event of Default:

Q) the Trustee need perform only those duties that are specifically set
forth in this Trust Agreement and no others; and
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(ii) in the absence of negligence on its part, the Trustee may conclusively
rely, as to the truth of the statements and the correctness of the opinions expressed, upon certificates
or opinions furnished to the Trustee and conforming to the requirements of this Trust Agreement.
However, the Trustee shall examine the certificates and opinions to determine whether they conform
to the requirements of this Trust Agreement.

(c) The Trustee may not be relieved from liability for its own negligent action, its
own negligent failure to act or its own willful misconduct, except that:

(i) this paragraph does not limit the effect of paragraph (b) of this
Section 12.02;

(i1) the Trustee shall not be liable for any error of judgment made in good
faith by a Responsible Officer unless the Trustee was negligent in ascertaining the pertinent facts;

(iii)  the Trustee shall not be liable with respect to any action it takes or
fails to take in good faith in accordance with a direction received by it from Bondholders or the
District in the manner provided in this Trust Agreement; and

(iv)  no provision of this Trust Agreement shall require the Trustee to
expend or risk its own funds or otherwise incur any financial liability in the performance of any of its
duties hereunder or in the exercise of any of its rights or powers if repayment of such funds or
adequate indemnity against such risk or liability is not reasonably assured to it.

(d) Every provision of this Trust Agreement that in any way relates to the Trustee
is subject to all the paragraphs of this Section 12.02.

(e) The Trustee may refuse to perform any duty or exercise any right or power
unless it receives indemnity reasonably satisfactory to it against any loss, liability or expense.

43} The Trustee shall not be liable for interest on any cash held by it except as the
Trustee may agree with the District.

Section 12.03 Rights of Trustee.

(a) The recitals of facts contained herein and in the Bonds shall be taken as
statements of the District, and the Trustee assumes no responsibility for the correctness of the same
(other than the certificate of authentication of the Trustee on each Bond), and makes no
representations as to the validity or sufficiency of this Trust Agreement or of the Bonds or of any
Permitted Investment and shall not incur any responsibility in respect of any such matter, other than
in connection with the duties or obligations expressly assigned to or imposed upon it herein or in the
Bonds. The Trustee shall, however, be responsible for its representations contained in its certificate
of authentication on the Bonds. The Trustee shall not be liable in connection with the performance
of its duties hereunder, except for its own negligence, willful misconduct or breach of the express
terms and conditions hereof. The Trustee and its directors, officers, employees or agents may in
good faith buy, sell, own, hold and deal in any of the Bonds and may join in any action which any
Holder of a Bond may be entitled to take, with like effect as if the Trustee was not the Trustee under
this Trust Agreement.
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(b) The Trustee may execute any of the trusts or powers hereof and perform the
duties required of it hereunder by or through attorneys, agents or receivers, and shall be entitled to
advice of counsel concerning all matters of trust and its duty hereunder, and the opinion of such
counsel shall be authorization for any action taken or not taken in reliance on such opinion, but the
Trustee shall be answerable for the negligence or misconduct of any such attorney, agent or receiver
selected by it.

(©) No permissive power, right or remedy conferred upon the Trustee hereunder
shall be construed to impose a duty to exercise such power, right or remedy.

(d) The Trustee shall not be bound to make any investigation into the facts or
matters stated in any resolution, certificate, statement, instrument, opinion, report, notice, request,
direction, consent, order, bond, debenture, coupon or other paper or document but the Trustee, in its
discretion, may make such further inquiry or investigation into such facts or matters as it may see fit,
and, if the Trustee shall determine to make such further inquiry or investigation, it shall be entitled to
examine the books, records and premises of the District, personally or by agent or attorney.

(e) The Trustee shall not be responsible for the application or handling by the
District of any moneys transferred to or pursuant to any requisition or request of the District in
accordance with the terms and conditions hereof.

(f) Whether or not therein expressly so provided, every provision of this Trust
Agreement relating to the conduct or affecting the liability of or affording protection to the Trustee
shall be subject to the provisions of this Article XIII.

(2) The Trustee shall be protected in acting upon any notice, resolution, request,
consent, order, certificate, report, facsimile transmission, electronic mail, opinion, note or other paper

or document believed by it to be genuine and to have been signed or presented by the proper party or
parties.

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

of suppliers or subcontractors due to such causes or any similar event and/or occurrences beyond the
control of the Trustee.

(1) The Trustee agrees to accept and act upon facsimile transmission of written
instructions and/or directions pursuant to this Trust Agreement provided, however, that:
(x) subsequent to such facsimile transmission of written instructions and/or directions the Trustee
shall forthwith receive the originally executed instructions and/or directions, (y) such originally
executed instructions and/or directions shall be signed by a person as may be designated and
authorized to sign for the party signing such instructions and/or directions, and (z) the Trustee shall
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have received a current incumbency certificate containing the specimen signature of such designated
person.

Section 12.04 Individual Rights of Trustee. The Trustee in its individual or any other
capacity may become the owner or pledgee of Bonds and may otherwise deal with the District with

the same rights it would have if it were not Trustee. Any Paying Agent or other agent may do the
same with like rights.

Section 12.05 Trustee’s Disclaimer. The Trustee makes no representations as to the
validity or adequacy of this Trust Agreement or the Bonds, it shall not be accountable for the
District’s use of the proceeds from the Bonds paid to the District and it shall not be responsible for
any statement in any official statement or other disclosure document or in the Bonds other than its
certificate of authentication.

Section 12.06 Notice of Defaults. If an event occurs which with the giving of notice or
lapse of time or both would be an Event of Default, and if the event is continuing and if it is actually
known to the Trustee, the Trustee shall mail to each Bondholder notice of the event within 90 days
after it occurs. Except in the case of a default in payment or purchase on any Bonds, the Trustee may
withhold the notice to Bondholders if and so long as a committee of its Responsible Officers in good
faith determines that withholding the notice is in the interests of the Bondholders.

Section 12.07 Compensation of Trustee. The District shall from time to time, but only in
accordance with a written agreement in effect with the Trustee, pay to the Trustee reasonable
compensation for its services and shall reimburse the Trustee for all its reasonable advances and
expenditures, including but not limited to advances to and fees and expenses of independent
appraisers, accountants, consultants, counsel, agents and attorneys-at-law or other experts employed
by it in the exercise and performance of its powers and duties hereunder. The Trustee shall not
otherwise have any claims or lien for payment of compensation for its services against any other
moneys held by it in the funds or accounts established hereunder, except as provided in
Section 11.10, but may take whatever legal actions are lawfully available to it directly against the
District. To the extent permitted by applicable law, the District agrees to indemnify and save the
Trustee, its officers, employees, directors and agents, harmless against any costs, expenses, claims or
liabilities whatsoever, including, without limitation, fees and expenses of its attorneys, that it may
incur in the exercise and performance of its powers and duties hereunder which are not due to its
negligence or willful misconduct. The agreement contained in this Section shall survive the payment
of the Bonds, the discharge of this Trust Agreement and the appointment of a successor trustee.

Section 12.08 Eligibility of Trustee. This Trust Agreement shall always have a Trustee
that is a trust company, a bank or association having trust powers and is organized and doing
business under the laws of the United States or any state or the District of Columbia, is subject to
supervision or examination by United States, state or District of Columbia authority and has a

combined capital and surplus of at least $100,000,000 as set forth in its most recent published annual
report of condition.

Section 12.09 Replacement of Trustee.
(a) The Trustee may resign as trustee hereunder by notifying the District in

writing prior to the proposed effective date of the resignation. The Holders of a majority in Total
Bond Obligation of the Bonds may remove the Trustee by notifying the removed Trustee and may
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appoint a successor Trustee with the District’s consent. The District may remove the Trustee, by
notice in writing delivered to the Trustee 30 days prior to the proposed removal date; provided,
however, that the District shall have no right to remove the Trustee during any time when an Event of
Default has occurred and is continuing unless (i) the Trustee fails to comply with the foregoing
Section, (ii) the Trustee is adjudged a bankrupt or an insolvent, (iii) the Trustee otherwise becomes
incapable of acting or (iv)the District determines that the Trustee’s services are no longer
satisfactory to the District. No resignation or removal of the Trustee under this Section shall be
effective until a new Trustee has taken office. If the Trustee resigns or is removed or for any reason
is unable or unwilling to perform its duties under this Trust Agreement, the District shall promptly
appoint a successor Trustee.

(b) A successor Trustee shall deliver a written acceptance of its appointment to
the retiring Trustee and to the District. Immediately thereafter, the retiring Trustee shall transfer all
property held by it as Trustee to the successor Trustee, the resignation or removal of the retiring
Trustee shall then (but only then) become effective and the successor Trustee shall have all the rights,
powers and duties of the Trustee under this Trust Agreement. If a Trustee is not performing its duties
hereunder and a successor Trustee does not take office within 60 days after the retiring Trustee
delivers notice of resignation or the District delivers notice of removal, the retiring Trustee, the
District or the Holders of a majority in Total Bond Obligation of the Bonds may petition any court of
competent jurisdiction for the appointment of a successor Trustee.

Section 12.10 Successor Trustee or Agent by Merger. If the Trustee, any Paying Agent
or Registrar consolidates with, merges or converts into, or transfers all or substantially all its assets
(or, in the case of a bank or trust company, its corporate trust business) to, another corporation, the
resulting, surviving or transferee corporation without any further act shall be the successor Trustee,
Paying Agent or Registrar.

Section 12.11 Registrar. The District shall appoint the Registrar for the Bonds and may
from time to time remove a Registrar and name a replacement upon notice to the Trustee. The
District hereby appoints the Trustee as Registrar. Each Registrar, if other than the Trustee, shall
designate to the Trustee, the Paying Agent, and the District its principal office and signify its
acceptance of the duties imposed upon it hereunder by a written instrument of acceptance delivered
to the District and the Trustee under which such Registrar will agree, particularly, to keep such books
and records as shall be consistent with prudent industry practice and to make such books and records
available for inspection by the District, the Trustee, and the Paying Agent at all reasonable times.

Section 12.12 Other Agents. The District or the Trustee may from time to time appoint
other agents to perform duties and obligations under this Trust Agreement which agents may include,
but not be limited to, authenticating agents all as provided by resolution of the District.

Section 12.13 Several Capacities. Anything in this Trust Agreement to the contrary
notwithstanding, the same entity may serve hereunder as the Trustee, Registrar and any other agent
as appointed to perform duties or obligations under this Trust Agreement or an escrow agreement or
in any combination of such capacities, to the extent permitted by law.

Section 12.14 Accounting Records and Reports of Trustee.

(a) The Trustee shall at all times keep, or cause to be kept, proper books of
record and account in which complete and accurate entries shall be made of all transactions made by
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it relating to the proceeds of the Bonds and all Funds and Accounts established pursuant to this Trust
Agreement and held by the Trustee. Such books of record and account shall be available for
inspection by the District and any Bondholder, or his agent or representative duly authorized in
writing, at reasonable hours and under reasonable circumstances.

b) The Trustee shall file and furnish to the District and to each Bondholder who
shall have filed his name and address with the Trustee for such purpose (at such Bondholder’s cost),
on an annual basis (or, with respect to the District, such other interval that the District may request), a
complete financial statement (which may be its regular account statements and which need not be
audited) covering receipts, disbursements, allocation and application of moneys in any of the funds
and accounts established pursuant to this Trust Agreement for the preceding year.

Section 12.15 No Remedy Exclusive. No remedy herein conferred upon or reserved to the
District is intended to be exclusive of any other remedy or remedies, and each and every such remedy
shall be cumulative, and shall be in addition to every other remedy given hereunder, or now or
hereafter existing at law or in equity or by statute.

ARTICLE XIII
MODIFICATION OF THIS TRUST AGREEMENT

Section 13.01 Limitations. This Trust Agreement shall not be modified or amended in any
respect subsequent to the first delivery of fully executed and authenticated Bonds except as provided
in and in accordance with and subject to the provisions of this Article XIV.

Section 13.02 Supplemental Agreements Not Requiring Consent of Bondholders.

(a) The District may, from time to time and at any time, without the consent of or
notice to the Bondholders, execute and deliver supplemental agreements supplementing and/or
amending this Trust Agreement as follows:

(i) to cure any defect, omission, inconsistency or ambiguity in this Trust
Agreement;

(i1) to add to the covenants and agreements of the District in this Trust
Agreement other covenants and agreements, or to surrender any right or power reserved or conferred
upon the District, and which shall not adversely affect the interests of the Bondholders;

(iii)  to confirm, as further assurance, any interest of the Trustee in and to
the Funds and Accounts held by the Trustee or in and to any other moneys, securities or funds of the
District provided pursuant to this Trust Agreement or to otherwise add security for the Bondholders;

(iv)  to comply with the requirements of the Trust Indenture Act of 1939,
as from time to time amended;

) to modify, alter, amend or supplement this Trust Agreement in any
other respect which, in the judgment of the District, is not materially adverse to the Bondholders;

(vi)  to qualify the Bonds for a rating or ratings by any Rating Agency; and
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(vii)  to authorize the issuance of Additional Bonds in accordance with this
Trust Agreement.

(b) Before the District shall, pursuant to this Section 14.02, execute any
supplemental agreement there shall have been delivered to the District an opinion of Bond Counsel to
the effect that such supplemental agreement (i) is authorized or permitted by this Trust Agreement
and the Refunding Law, and (ii) will, upon the execution and delivery thereof, be valid and binding
upon the District in accordance with its terms, subject to the typical exceptions.

Section 13.03 Supplemental Agreement Requiring Consent of Bondholders.

(a) Except for any supplemental agreement entered into pursuant to
Section 14.02, the Holders of not less than a majority in Total Bond Obligation shall have the right
from time to time to consent to and approve the execution by the District of any supplemental
agreement deemed necessary or desirable by the District for the purposes of modifying, altering,
amending, supplementing or rescinding, in any particular, any of the terms or provisions contained in
this Trust Agreement or in a supplemental agreement; provided, however, that, unless approved in
writing by the Holders of all the Bonds then Outstanding, nothing contained herein shall permit or be
construed as permitting (i) a change in the times, amounts or currency of payment of the principal of
or interest on any Outstanding Bonds or (ii) a reduction in the principal amount or redemption price
of any Outstanding Bonds or the rate of interest thereon; and provided that nothing contained herein,
including the provisions of Section 14.03(b) below, shall, unless approved in writing by the Holders
of all the Bonds then Outstanding, permit or be construed as permitting (1) a preference or priority of
any Bond or Bonds over any other Bond or Bonds or (2) a reduction in the aggregate principal
amount of Bonds the consent of the Holders of which is required for any such supplemental
agreement. Nothing herein contained, however, shall be construed as making necessary the approval
by Holders of the execution of any supplemental agreement as authorized in Section 14.02.

(b) If at any time the District shall desire to enter into any supplemental
agreement for any of the purposes of this Section 14.03, the District shall cause notice of the
proposed execution of the supplemental agreement to be given by Mail to all Holders. Such notice
shall briefly set forth the nature of the proposed supplemental agreement and shall state that a copy
thereof is on file at the office of the District for inspection by all Holders.

(c) Within two weeks after the date of the first mailing of such notice, the District
may execute and deliver such supplemental agreement in substantially the form described in such
notice, but only if there shall have first been delivered to the District (i) the required consents, in
writing, of Holders and (ii) an opinion of Bond Counsel stating that such supplemental agreement is
authorized or permitted by this Trust Agreement and other applicable law, complies with their
respective terms and, upon the execution and delivery thereof, will be valid and binding upon the
District in accordance with its terms.

(d) If Holders of not less than the percentage of Bonds required by this
Section 14.03 shall have consented to and approved the execution and delivery thereof as herein
provided, no Holders shall have any right to object to the adoption of such supplemental agreement,
or to object to any of the terms and provisions contained therein or the operation thereof, or in any
manner to question the propriety of the execution and delivery thereof, or to enjoin or restrain the
District from executing the same or from taking any action pursuant to the provisions thereof.
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Section 13.04 Effect of Supplemental Agreements. Upon execution and delivery of any
supplemental agreement pursuant to the provisions of this Article XIV, this Trust Agreement and all
supplemental agreements shall be, and shall be deemed to be, modified and amended in accordance
therewith, and the respective rights, duties and obligations under this Trust Agreement and all
supplemental agreements of the District, the Trustee, the Registrar, any Paying Agent and all Holders
shall thereafter be determined, exercised and enforced under this Trust Agreement and all
supplemental agreements, subject in all respects to such modifications and amendments.

Section 13.05 Supplemental Agreements to be Part of this Trust Agreement. Any
supplemental agreement adopted in accordance with the provisions of this Article XIV shall
thereafter form a part of this Trust Agreement or the supplemental agreement which they supplement
or amend, and all of the terms and conditions contained in any such supplemental agreement as to
any provision authorized to be contained therein shall be and shall be deemed to be part of the terms
and conditions of this Trust Agreement which they supplement or amend for any and all purposes.

ARTICLE X1V
MISCELLANEOUS PROVISIONS

Section 14.01 Parties in Interest. Except as herein otherwise specifically provided,
nothing in this Trust Agreement expressed or implied is intended or shall be construed to confer upon
any person, firm or corporation other than the District, the Paying Agent, the Trustee, and the
Bondholders any right, remedy or claim under or by reason of this Trust Agreement, this Trust
Agreement being intended to be for the sole and exclusive benefit of the District, the Paying Agent,
the Trustee and the Bondholders.

Section 14.02 Severability. In case any one or more of the provisions of this Trust
Agreement, or of any Bonds issued hereunder shall, for any reason, be held to be illegal or invalid,
such illegality or invalidity shall not affect any other provisions of this Trust Agreement or of Bonds,
and this Trust Agreement and any Bonds issued hereunder shall be construed and enforced as if such
illegal or invalid provisions had not been contained herein or therein.

Section 14.03 No Personal Liability of District Officials; Limited Liability of District to
Bondholders.

(a) No covenant or agreement contained in the Bonds or in this Trust Agreement
shall be deemed to be the covenant or agreement of any present or future official, officer, agent or
employee of the District in his individual capacity, and neither the members of the Board of Directors
of the District nor any person executing the Bonds shall be liable personally on the Bonds or be
subject to any personal liability or accountability by reason of the issuance thereof.

(b) Except for the payment when due of the payments and the observance and
performance of the other agreements, conditions, covenants and terms required to be performed by it
contained in this Trust Agreement, the District shall not have any obligation or liability to the
Bondholders with respect to this Trust Agreement or the preparation, execution, delivery, transfer,
exchange or cancellation of the Bonds or the receipt, deposit or disbursement of the payments by the
Trustee, or with respect to the performance by the Trustee of any obligation required to be performed
by it contained in this Trust Agreement.
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Section 14.04 Execution of Instruments; Proof of Ownership.

(a) Any request, direction, consent or other instrument in writing required or
permitted by this Trust Agreement to be signed or executed by Bondholders or on their behalf by an
attorney-in-fact may be in any number of concurrent instruments of similar tenor and may be signed
or executed by such Bondholders in person or by an agent or attorney-in-fact appointed by an
instrument in writing or as provided in the Bonds. Proof of the execution of any such instrument and
of the ownership of Bonds shall be sufficient for any purpose of this Trust Agreement and shall be
conclusive in favor of the Trustee with regard to any action taken by it under such instrument if made
in the following manner:

() the fact and date of the execution by any person of any such
instrument may be proved by the certificate of any officer in any jurisdiction who, by the laws
thereof, has power to take acknowledgments within such jurisdiction, to the effect that the person
signing such instrument acknowledged before him the execution thereof, or by an affidavit of a
witness to such execution; and

(ii) the ownership of Bonds shall be proved by the registration books kept
under the provisions of Section 3.01 hereof;,

(b) Nothing contained in this Section 15.04 shall be construed as limiting the
Trustee to such proof. The Trustee may accept any other evidence of matters herein stated which it
may deem sufficient. Any request, consent of, or assignment by any Bondholder shall bind every
future Bondholder of the same Bonds or any Bonds issued in lieu thereof in respect of anything done
by the Trustee or the District in pursuance of such request or consent.

Section 14.05 Governing Law; Venue. This Trust Agreement is made in the State under
the Constitution and laws of the State and is to be so construed. If any party to this Trust Agreement
initiates any legal or equitable action to enforce the terms of this Trust Agreement, to declare the
rights of the parties under this Trust Agreement or which relates to this Trust Agreement in any
manner, each such party agrees that the place of making and for performance of this Trust Agreement
shall be the County of San Diego, State of California, and the proper venue for any such action is the
Superior Court of the State of California, in and for the County of San Diego.

Section 14.06 Notices.

(a) Any notice, request, direction, designation, consent, acknowledgment,
certification, appointment, waiver or other communication required or permitted by this Trust

Agreement or the Bonds must be in writing except as expressly provided otherwise in this Trust
Agreement or the Bonds.

(b) The Trustee shall give written notice to the Rating Agencies if at any time
(i) a successor Trustee is appointed under this Trust Agreement, (ii) there is any amendment to this
Trust Agreement, (ii) Bonds are to be redeemed pursuant to Section 4.02, (iv) notice of any
defeasance of the Bonds, or (v) if the Bonds shall no longer be Book-Entry Bonds. Notice in the case
of an event referred to in clause (ii) hereof shall include a copy of any such amendment.

(c) Except as otherwise required herein, all notices required or authorized to be
given to the District, the Trustee and Paying Agent, and the Rating Agencies pursuant to this Trust
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Agreement shall be in writing and shall be sent by registered or certified mail, postage prepaid, to the
following addresses:

1. if to the District, to:

North County Fire Protection District
330 South Main Avenue

Fallbrook, California 92028
Attention: Fire Chief/CEQ
Telephone: (760) 723-2005

2. if to the Trustee and Paying Agent, to:

U.S. Bank National Association

633 W. Fifth Street, 24th Floor

Los Angeles, California 90071

Attention: Global Corporate Trust

Ref: North County Fire Protection District

3, if to S&P. to:

S&P Global Ratings
55 Water Street
New York, New York 10041

or to such other addresses as may from time to time be furnished to the parties, effective upon the
receipt of notice thereof given as set forth above.

Section 14.07 Holidays. If the date for making any payment or the last date for
performance of any act or the exercising of any right, as provided in this Trust Agreement, shall not
be a Business Day, such payment may, unless otherwise provided in this Trust Agreement be made
or act performed or right exercised on the next succeeding Business Day with the same force and
effect as if done on the nominal date provided in this Trust Agreement, and no interest shall accrue
for the period from and after such nominal date.

Section 14.08 Captions. The captions and table of contents in this Trust Agreement are for
convenience only and do not define or limit the scope or intent of any provisions or Sections of this
Trust Agreement.

Section 14.09 Counterparts. This Trust Agreement may be signed in several counterparts,
each of which will be an original, but all of them together constitute the same instrument.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK.]
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IN WITNESS WHEREOF, the parties hereto have executed this Trust Agreement by their
officers thereunto duly authorized as of the date first above written.

NORTH COUNTY FIRE PROTECTION DISTRICT

By:

Fire Chief/CEO
ATTEST:

Secretary of the Board

U.S. BANK NATIONAL ASSOCIATION, as Trustee

By:

Authorized Officer
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EXHIBIT “A”

FORM OF BOND

Unless this Bond is presented by an authorized representative of The Depository
Trust Company, a New York corporation (“DTC”), to the North County Fire
Protection District or its agent for registration of transfer, exchange, or payment,
and any Bond issued is registered in the name of Cede & Co. or in such other name
as is requested by an authorized representative of DTC (and any payment is made
to Cede& Co. or to such other entity as is requested by an authorized
representative of DTC), ANY TRANSFER, PLEDGE, OR OTHER USE HEREOF
FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL
inasmuch as the registered owner hereof, Cede & Co., has an interest herein.

No. $

NORTH COUNTY FIRE PROTECTION DISTRICT
2020 TAXABLE PENSION OBLIGATION BONDS

Neither the faith and credit nor the taxing power of the State of California or any
public agency is pledged to the payment of the principal of, or interest on, this

Bond.
Interest Rate Dated cusiIp
Maturity Per Annum Date NO.
June 1, % , 2020

REGISTERED OWNER: CEDE & CO.

PRINCIPAL AMOUNT: AND NO/100 DOLLARS

THE NORTH COUNTY FIRE PROTECTION DISTRICT, a fire protection district duly
organized and validly existing under and pursuant to the Constitution and the laws of the State of
California, for value received, hereby promises to pay to the registered owner named above or
registered assigns, on the maturity date specified above, the principal sum specified above together
with interest on such principal sum at the rates determined as herein provided on each Interest
Payment Date (hereinafter defined) from the Interest Payment Date next preceding the date of
authentication and delivery thereof, unless (i) such date of authentication is an Interest Payment Date
in which event interest shall be payable from such date of authentication; (ii) it is authenticated after
a Record Date and before the close of business on the immediately following Interest Payment Date,
in which event interest thereon shall be payable from such Interest Payment Date; or (iii) it is
authenticated prior to the close of business on the first Record Date, in which event interest thereon
shall be payable from its Dated Date; provided, however, that if at the time of authentication of any
Bond interest thereon is in default, interest thereon shall be payable from the Interest Payment Date
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to which interest has previously been paid or made available for payment or, if no interest has been
paid or made available for payment, from its Dated Date. The principal hereof and premium, if any,
hereon are payable when due upon presentation hereof at the Principal Office of U.S. Bank National
Association, as trustee (together with any successor as trustee under the Trust Agreement (hereinafter
defined), the “Trustee™), in lawful money of the United States of America.

This Bond is one of a duly authorized issue of North County Fire Protection District 2020
Taxable Pension Obligation Bonds (the “Bonds”) of the designation indicated on the face hereof.
Said authorized issue of Bonds is limited in aggregate principal amount as provided in the Trust
Agreement and consists or may consist of one or more series of varying denominations, dates,
maturities, interest rates and other provisions, as provided in the Trust Agreement, all issued and to
be issued pursuant to the provisions of Articles 10 and 11 (commencing with Section 53570 of
Chapter 3 of Division 2 of Title 5 of the California Government Code (the “Refunding Law”). This
Bond is issued pursuant to the Trust Agreement dated as of I, 2020 by and between the
North County Fire Protection District and U.S. Bank National Association, the Trustee, providing for
the issuance of the Bonds and setting forth the terms and authorizing the issuance of the Bonds (said
Trust Agreement as amended, supplemented or otherwise modified from time to time being the
“Trust Agreement”). Reference is hereby made to the Trust Agreement and to the Refunding Law
for a description of the terms on which the Bonds are issued and to be issued, and the rights of the
registered owners of the Bonds; and all the terms of the Trust Agreement and the Refunding Law are
hereby incorporated herein and constitute a contract between the District and the registered owner
from time to time of this Bond, and to all the provisions thereof the registered owner of this Bond, by
its acceptance hereof, consents and agrees. All capitalized terms used herein and not otherwise
defined shall have the meanings given such terms in the Trust Agreement.

The District is required under the Trust Agreement to make payments on the Bonds from any
source of legally available funds. The District has covenanted to make the necessary annual
appropriations for such purpose.

The obligation of the District to make payments on the Bonds does not constitute an
obligation of the District for which the District is obligated to levy or pledge any form of taxation or
for which the District has levied or pledged any form of taxation.

This Bond is one of the Bonds described in the Trust Agreement.

Interest on Bonds

Interest shall be computed on the basis of a 360-day year consisting of twelve 30-day months.
The Bonds or the principal portion thereof called for redemption will cease to bear interest after the
specified redemption date, provided that notice has been given pursuant to the Trust Agreement and
sufficient funds for redemption are on deposit at the place of payment on the redemption date.

Redemption of Bonds

Optional Redemption. The Bonds maturing on or after June 1, 20 may be redeemed at
the option of the District from any source of funds on any date on or after June 1, 20__ in whole or in
part from such maturities as are selected by the District and by lot within a maturity at a redemption

price equal to the principal amount to be redeemed, together with accrued interest to the date of
redemption, without premium.
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Mandatory Sinking Fund Redemption of Bonds. The Bonds maturing June 1, 20 (the
“20__ Term Bonds™) are subject to mandatory sinking fund redemption at a redemption price equal
to the principal amount thereof, plus accrued interest to the redemption date, without premium. The
20__ Term Bonds shall be so redeemed on the following dates and in the following amounts:

Redemption Date Principal
(June 1) Amount

*  Final maturity.

The Bonds maturing June 1, 20__ (the “20__ Term Bonds™) are subject to mandatory
sinking fund redemption at a redemption price equal to the principal amount thereof, plus accrued
interest to the redemption date, without premium. The 20 Term Bonds shall be so redeemed on the
following dates and in the following amounts:

Redemption Date Principal
(June 1) Amount

* Final maturity.
Certain Defined Terms

“Interest Payment Date” means June | and December | of each year, commencing
December 1, 2020.

“Record Date” means the fifteenth day of each calendar month preceding any Interest
Payment Date, regardless of whether such day is a Business Day.

Other Provisions

The rights and obligations of the District and of the holders and registered owners of the
Bonds may be modified or amended at any time in the manner, to the extent, and upon the terms
provided in the Trust Agreement, which provide, in certain circumstances, for modifications and
amendments without the consent of or notice to the registered owners of the Bonds.

It is hereby certified and recited that any and all acts, conditions and things required to exist,
to happen and to be performed, precedent to and in the incurring of the indebtedness evidenced by
this Bond, and in the issuing of this Bond, do exist, have happened and have been performed in due
time, form and manner, as required by the Constitution and statutes of the State of California, and
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that this Bond, is within every debt and other limit prescribed by the Constitution and the statutes of
the State of California, and is not in excess of the amount of Bonds permitted to be issued under the
Trust Agreement or the Refunding Law.

This Bond shall not be entitled to any benefit under the Trust Agreement, or become valid or
obligatory for any purpose, until the certificate of authentication hereon endorsed shall have been
manually signed by the Trustee.
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IN WITNESS WHEREOF, THE NORTH COUNTY FIRE PROTECTION DISTRICT,
a fire protection district duly organized and validly existing under and pursuant to the Constitution and
the laws of the State of California, has caused this Bond to be executed in its name and on its behalf
by the President of the Board of Directors, and attested by the Secretary of the Board, and this Bond
to be dated as of the Dated Date.

NORTH COUNTY FIRE PROTECTION
DISTRICT

By:
Its: President of the Board of Directors

ATTEST:

Secretary of the Board

[FORM OF CERTIFICATE OF AUTHENTICATION AND REGISTRATION]

This is one of the Bonds described in the within-mentioned Trust Agreement and authenticated
the date set forth below.

Dated: ,20

U.S. Bank National Association, as Trustee

By:

Authorized Signatory
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[FORM OF LEGAL OPINION]

The following is a true copy of the opinion rendered by Stradling Yocca Carlson & Rauth, a
Professional Corporation, Newport Beach, California, in connection with the issuance of, and dated as
of the date of the original delivery of, the Bonds. A signed copy is on file in my office.

Secretary of the Board of the North County Fire
Protection District
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[FORM OF ASSIGNMENT]

For value received hereby sells, assigns and transfers unto
(Tax I.D. No.: ) the within Bond and hereby irrevocably
constitute and appoints attorney, to transfer the same on the books of the

District at the office of the Trustee, with full power of substitution in the premises.

NOTE: The signature to this Assignment must
correspond with the name on the face of the within
Registered Bond in every particular, without alteration
or enlargement or any change whatsoever.

Dated:

Signature Guaranteed by:

NOTE: Signature must be guaranteed by an eligible
guarantor institution.
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EXHIBIT “B”

FORM OF REQUISITION
TO:  [Trustee] North County Fire Protection District Use Only
Request No.
DISBURSEMENT REQUEST: REGARDING $ NORTH COUNTY FIRE

PROTECTION DISTRICT 2020 TAXABLE PENSION OBLIGATION BONDS

You are hereby requested to pay from the Costs of Issuance Fund established by the Trust Agreement
with respect to the above-referenced bonds, to the person, corporation or other entity designated below
as Payee, the sum set forth below such designation, in payment of all () or a portion () of the Costs of
Issuance described below.

Name of Payee:
Address:

Amount: $
Method of Payment:
Service Provided:

The undersigned hereby certifies that:
(i) s’he is an Authorized District Representative;

(ii) this requisition for payment is in accordance with the terms and provisions of
Section 6.01 of the Trust Agreement;

(ii))  each item to be paid with the requisitioned funds represents either incurred or due and
payable Costs of Issuance;

(iv)  such Costs of Issuance have not been paid from other funds withdrawn from the Costs
of Issuance Fund; and

v) to the best of the signatory’s knowledge no Event of Default has occurred and is
continuing under the Trust Agreement.

Dated: NORTH COUNTY FIRE PROTECTION DISTRICT
By:
Name:
Title:
B-1

4845-1982-3031/200886-0001

May 26, 2020 — Regular Board Meeting Page -124



NORTH COUNTY FIRE
PROTECTION DISTRICT

- ADMINISTRATIVE SERVICES

TO: BOARD OF DIRECTORS
FROM: CHIEF ABBOTT AND DEPUTY CHIEF MAROVICH
DATE: MAY 26, 2020

SUBJECT: 2020 CALPERS UAL RESTRUCTURING — APPROVAL OF TRUST AGREEMENT,
BOND PURCHASE AGREEMENT, PRELIMINARY OFFICIAL STATEMENT FOR
ISSUANCE OF PENSION OBLIGATION BONDS: APPROVAL OF DEBT
MANAGEMENT POLICY AND CONTINUING DISCLOSURE PoLicY

ATTACHMENTS — Exhibit C — Preliminary Official Statement
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the time the Official Statement is delivered in final form. Under no circumstances shall this Preliminary Official Statement constitute an offer to sell or the solicitation of an offer to buy, nor shall there

This Preliminary Official Statement and the information contained herein are subject to completion or amendment. These securities may not be sold, nor may offers to buy them be accepted, prior to
be any sale of, these securities in any jurisdiction in which such offer, solicitation or sale would be unlawful.

Stradling Yocca Carlson & Rauth
Draft of May 8, 2020

NEW ISSUE—BOOK-ENTRY ONLY RATING: S&P: ”
(See “RATING?” herein)

In the opinion of Stradling Yocca Carlson & Rauth, a Professional Corporation, Newport Beach, California (“Bond
Counsel”), under existing statutes, regulations, rulings and judicial decisions, interest on the Bonds is not excluded from gross income

Jor federal income tax purposes under Section 103 of the Code but interest on the Bonds is exempt from State of California personal
income tax. See "TAX MATTERS" herein.

$ *
NORTH COUNTY FIRE PROTECTION DISTRICT
2020 TAXABLE PENSION OBLIGATION BONDS

(San Diego County)
Dated: Date of Delivery Due: June 1, as shown on the inside front cover
The North County Fire Protection District (the “District”) is issuing its $ * 2020 Taxable Pension Obligation
Bonds (the “Bonds™), pursuant to a Trust Agreement, dated as of 1, 2020, by and between the District and U.S. Bank National

Association, as trustee, and pursuant to Articles 10 and 11 (commencing with Section 53570) of Chapter 3 of Part 1 of Division 2 of
Title 5 of the California Government Code. The Bonds are being issued to: (i) pay the District’s currently unamortized, unfunded
accrued liability (“Unfunded Liability”) to the California Public Employees’ Retirement System (“CalPERS”) for the benefit of the
District’s employees, and (ii) pay costs of issuance of the Bonds. See “PLAN OF REFINANCING” herein.

The Bonds will be delivered in fully registered form only, and when delivered will be registered in the name of Cede & Co.,
as nominee of The Depository Trust Company, New York, New York (“DTC”). See “THE BONDS—General” herein. So long as
Cede & Co. is the registered owner of the Bonds, references herein to the owners of the Bonds shall mean Cede & Co. and shall not
mean the Beneficial Owners of the Bonds.

The interest on the Bonds is payable semiannually on June 1 and December 1 (each an “Interest Payment Date™) of each year,
commencing December 1, 2020, through the maturity date of such Bonds. The Bonds will be issued in denominations of $5,000 or any

integral multiple thereof. The Bonds will be issued in such principal amounts, and will bear interest at the rates, payable on the dates as
shown on the inside front cover of this Official Statement.

The Bonds are subject to redemption prior to maturity as described herein. See “THE BONDS” herein.

THE OBLIGATIONS OF THE DISTRICT UNDER THE BONDS, INCLUDING THE OBLIGATION TO MAKE ALL
PAYMENTS OF THE INTEREST ON AND THE PRINCIPAL OF THE BONDS WHEN DUE OR UPON PRIOR REDEMPTION,
ARE ABSOLUTE AND UNCONDITIONAL, WITHOUT ANY RIGHT OF SET-OFF OR COUNTERCLAIM. THE BONDS DO
NOT CONSTITUTE AN OBLIGATION OF THE DISTRICT FOR WHICH THE DISTRICT IS OBLIGATED TO LEVY OR
PLEDGE ANY FORM OF TAXATION OR FOR WHICH THE DISTRICT HAS LEVIED OR PLEDGED ANY FORM OF
TAXATION. See “SECURITY AND SOURCE OF PAYMENT FOR THE BONDS.”

This cover page and the inside front cover page contain information for reference only. They are not a summary of this issue.
Investors must read the entire Official Statement to obtain information essential in making an informed investment decision.

The Bonds will be offered when, as and if issued, and received by the Underwriter, subject to approval as to their legality by
Stradling Carlson Yocca & Rauth, a Professional Corporation, Newport Beach, California, as Bond Counsel to the District. Certain
additional matters will be passed upon by Stradling Yocca Carlson & Rauth, a Professional Corporation, as Disclosure Counsel to the
District. Certain other legal matters will be passed upon for the District by its general counsel, for the Underwriter by Nixon Peabody

LLP, Los Angeles, California and for the Trustee by its counsel. The Bonds, in book-entry form, will be available for delivery through
the facilities of DTC in New York, New York, on or about _ ., 2020

[BRANDIS TALLMAN LOGO)]
Dated: , 2020

* Preliminary; subject to change.
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$ *
NORTH COUNTY FIRE PROTECTION DISTRICT
2020 TAXABLE PENSION OBLIGATION BONDS
(San Diego County)

MATURITY SCHEDULE

Base CUSIP*;
Maturity Principal Interest
(June 1) Amount Rate Yield Price CUSIP!
% %
) % Term Bond due ,20 ;Yield  %; Price %; CUSIP":
$ % Term Bond due .20 ;5 Yield %; Price %; CUSIP*:

" Preliminary; subject to change.

* CUSIP® is a registered trademark of the American Bankers Association. CUSIP Global Services (CGS) is managed on behalf
of the American Bankers Association by S&P Global Market Intetligence. Copyright(c) 2020 CUSIP Global Services. All rights
reserved. CUSIP® data herein is provided by CUSIP Global Services. This data is not intended to create a database and does not
serve in any way as a substitute for the CGS database. CUSIP® numbers are provided for convenience of reference only. None of
the District. the Underwriter or their agents or counsel assume responsibility for the accuracy of such numbers.
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No dealer, broker, salesperson or other person has been authorized by the District or the Underwriter
to give any information or to make any representations with respect to the Bonds 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 the Underwriter. The information set forth herein has been obtained from sources
which are believed to be current and reliable. This information and the expression of opinions herein are
subject to change without notice and neither delivery of this Official Statement nor any sale hereunder shall,
under any circumstances, create any implication that there has been no change in the affairs of the District
since the date hereof. Estimates and opinions are included and should not be interpreted as statements of facts.
Summaries of documents do not purport to be complete statements of their provisions and such summaries are
qualified by references to the entire contents of the summarized documents.

This Official Statement does not constitute an offer to sell or the solicitation of an offer to buy nor
shall there be any sale of the Bonds by a person in any jurisdiction in which it is unlawful for such person to
make such an offer, solicitation or sale.

The Underwriter has provided the following sentence for inclusion in this Official Statement:

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

This Official Statement is not to be construed as a contract with the purchasers of any of the Bonds.
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. Reference is hereby made to such documents on file with the District for further
information in connection therewith. This Official Statement is submitted in connection with the sale of the
Bonds referred to herein and may not reproduced or used, in whole or in part, for any other purpose.

NONE OF THE BONDS HAVE BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933,
AS AMENDED, IN RELIANCE UPON AN EXEMPTION CONTAINED IN SUCH ACT. NONE OF THE
BONDS HAVE BEEN REGISTERED OR QUALIFIED UNDER THE SECURITIES LAWS OF ANY
STATE. IN CONNECTION WITH THE OFFERING OF THE BONDS. THE UNDERWRITER MAY
OVERALLOT OR EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET
PRICE OF THE BONDS AT LEVELS ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN THE
OPEN MARKET. SUCH STABILIZING. IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME.

Certain statements included or incorporated by reference in this Official Statement constitute
“forward-looking statements.” Such statements are generally identifiable by the terminology used such as
“plan,” “expect.” “estimate,” “budget” or other similar words. Forward-looking statements in this Official
Statement are subject to risks and uncertainties. The achievement of certain results or other expectations
contained in such forward-looking statements involve known and unknown risks, uncertainties and other
factors that may cause actual results, performance or achievements described to be materially different from
any future results, performance or achievements expressed or implied by such forward-looking statements.
The District does not plan to issue any updates or revisions to those forward-looking statements if or when
expectations or events, conditions or circumstances on which such statements are based occur.
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OFFICIAL STATEMENT

$—_t
NORTH COUNTY FIRE PROTECTION DISTRICT
2020 TAXABLE PENSION OBLIGATION BONDS
(San Diego County)

INTRODUCTION

This introduction contains only a brief summary of certain of the terms of the Bonds being offered,
and a brief description of the Official Statement. All statements contained in this introduction are qualified in
their entirety by reference to the entire Official Statement. References to, and summaries of, provisions of the
Constitution and laws of the State of California and any documents referred to herein do not purport to be
complete and such references are qualified in their entirety by reference to the complete provisions. This
Official Statement speaks only as of its date, and the information contained herein is subject to change.

General

This Official Statement provides certain information concerning the issuance, sale and delivery of the
North County Fire Protection District 2020 Taxable Pension Obligation Bonds (the “Bonds™), in the aggregate
principal amount of § *. All capitalized terms used in this Official Statement and not otherwise
defined herein have the same meanings as in the Trust Agreement (the “Trust Agreement”), dated as of
_1,2020, by and between the North County Fire Protection District (the *“District””) and U.S. Bank
National Association, as trustee (the “Trustee”). For definitions of certain words and terms used but not

otherwise defined herein, see APPENDIX C—"SUMMARY OF CERTAIN PROVISIONS OF THE TRUST
AGREEMENT.”

The District is a member of the California Public Employees’ Retirement System (“CalPERS”), an
agent multiple-employer public employee defined benefit pension plan. CalPERS provides retirement and
disability benefits, annual cost-of-living adjustments, and death benefits to plan members and beneficiaries.
CalPERS acts as a common investment and administrative agent for participating public entities within the
State of California (the “State”), including the District. As such, the District is obligated by the Public
Employees’ Retirement Law, constituting Part 3 of Division 5 of Title 2 of the California Government Code
(the “Retirement Law™), and the contract between the Board of Administration of CalPERS and the District
Board of Directors of the District, effective July 1, 1948, as such contract has been amended from time-to-time
(as amended, the “CalPERS Contract”), to make contributions to CalPERS to (a) fund pension benefits for
District employees who are members of CalPERS, (b) amortize the unfunded actuarial liability with respect to
such pension benefits, and (c) appropriate funds for such purposes. The District participates in two retirement
plans (with tiers within such plans) under the CalPERS Contract. The District is authorized pursuant to
Articles 10 and 11 (commencing with Section 53570) of Chapter 3 of Division 2 of Title 5 of the California
Government Code (the “Refunding Bond Law”). to issue bonds for the purpose of refunding obligations
evidenced by the CalPERS Contract. The Bonds are authorized and issued pursuant to the Trust Agreement
and a resolution of issuance adopted by the Board of Directors of the District (the “Board”) on May 26, 2020
(the “Resolution™). The proceeds from the sale of the Bonds (exclusive of costs of issuance) will be used to
refund the District’s obligations to CalPERS evidenced by the two retirement plans in which the District
participates pursuant to the CalPERS Contract and representing the current unamortized, unfunded accrued
liability (the “Unfunded Liability™) with respect to certain pension benefits under the Retirement Law.

* Preliminary, subject to change.
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The obligations of the District under the CalPERS Contract and the Bonds, including the District’s
obligation to make all payments of interest and principal when due, are absolute and unconditional, without

any right of set-off or counterclaim. The Bonds are not limited as to payment to any special source of funds of
the District.

THE BONDS DO NOT CONSTITUTE AN OBLIGATION OF THE DISTRICT FOR WHICH THE
DISTRICT IS OBLIGATED TO LEVY OR PLEDGE ANY FORM OF TAXATION OR FOR WHICH THE
DISTRICT HAS LEVIED OR PLEDGED ANY FORM OF TAXATION. NEITHER THE BONDS NOR
THE OBLIGATION OF THE DISTRICT TO MAKE PAYMENTS WITH RESPECT TO THE BONDS
CONSTITUTES AN INDEBTEDNESS OF THE DISTRICT, THE STATE OR ANY OF ITS POLITICAL
SUBDIVISIONS WITHIN THE MEANING OF ANY CONSTITUTIONAL OR STATUTORY DEBT
LIMITATION OR RESTRICTION,

No Reserve Fund
The District has not funded a reserve fund in connection with the issuance of the Bonds.
Continuing Disclosure

The District has covenanted for the benefit of the Holders of the Bonds to provide, or cause to be
provided, to the Municipal Securities Rulemaking Board’s Electronic Municipal Market Access platform
(EMMA) certain annual financial information and operating data and, in a timely manner, notice of certain
enumerated events. These covenants have been made in order to assist the Underwriter in complying with
Rule 15¢2-12(b)(5) (the “Rule™). See APPENDIX E—“FORM OF CONTINUING DISCLOSURE
CERTIFICATE?” for a description of the specific nature of the annual report and notices of enumerated events
and a summary description of the terms of the Disclosure Certificate pursuant to which such reports are to be
made. The District and its related entities have entered into previous undertakings to provide continuing
disclosure pursuant to the Rule. See “CONTINUING DISCLOSURE?” herein.

Validation Not Required

Unlike the case of a city or county, for example, the validation of pension obligation refunding bonds,
such as the Bonds, issued to refund a portion of the District’s outstanding obligation to CalPERS, as described
herein, is not required. Article XVI, Section 18 of the California Constitution, provides, in part, that: “No
county, city, town, township, board of education, or school district, shall incur any indebtedness or liability in
any manner or for any purpose exceeding in any year the income and revenue provided for such year, without
the assent of two-thirds of the voters of the public entity voting at the election to be held for that purpose ..."
Because the District, as a fire protection district, is not a governmental entity of the type specifically identified
in Article XVI, Section 18 of the California Constitution, it is exempt from the debt limitation set forth therein
and may issue the Bonds without needing to judicially validate them first.

Forward-Looking Statements

Certain statements included or incorporated by reference in this Official Statement constitute
“forward-looking statements.” Such statements are generally identifiable by the terminology used such as
“plan,” “expect,” “‘estimate,” “budget” or other similar words. The achievement of certain results or other
expectations contained in such forward-looking statements involve known and unknown risks, uncertainties
and other factors which may cause actual results, performance or achievements described to be materially
different from any future results, performance or achievements expressed or implied by such forward-looking
statements. Although such expectations reflected in such forward-looking statements are reasonable, there can
be no assurance that such expectations will prove to be correct. The District is not obligated to issue any
updates or revisions to the forward-looking statements if, or when, its expectations, or events, conditions or
circumstances on which such statements are based change.
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Miscellaneous

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

Included herein are brief summaries of the Trust Agreement and certain documents and reports, which
summaries do not purport to be complete or definitive, and reference is made to such documents and reports
for full and complete statements of the contents thereof. See APPENDIX C—*SUMMARY OF CERTAIN
PROVISIONS OF THE TRUST AGREEMENT?™ attached hereto. Any statements in this Official Statement
involving matters of opinion, whether or not expressly so stated, are intended as such and not as
representations of fact. This Official Statement is not to be construed as a contract or agreement between the
District and the purchasers or Holders of the Bonds. Copies of the documents are on file and available for
inspection at the corporate trust office of the Trustee in Los Angeles, California. All capitalized terms used in
this Official Statement and not otherwise defined herein have the same meanings as the Trust Agreement. See
APPENDIX C—“SUMMARY OF CERTAIN PROVISIONS OF THE TRUST AGREEMENT” attached
hereto for definitions of certain words and terms used by not otherwise defined herein.

THE BONDS

General

The Bonds will be issued in fully registered form only and, when delivered, will be registered in the
name of Cede & Co., as nominee of The Depository Trust Company, New York, New York (“DTC”). DTC
will act as Securities Depository for the Bonds. Ownership interests in the Bonds may be purchased in book-
entry form only, in the denominations hereinafter set forth. Principal, premium, if any, and interest on the
Bonds will be payable by the Trustee to DTC, which is obligated in turn to remit such principal and interest to
DTC Participants for subsequent disbursement to Beneficial Owners (herein defined) of the Bonds. See
APPENDIX F—"BOOK-ENTRY SYSTEM" herein.

The Bonds will be dated the date of delivery, mature on the dates and in the principal amounts and
bear interest at the rates set forth on the inside front cover page of this Official Statement. The Bonds will be
delivered in denominations equal to $5,000 or any integral multiple thereof. Interest on the Bonds will be
payable on each June | and December 1, commencing December 1, 2020, by check mailed by first class mail
on such interest payment date to such registered holders at the address shown on the registration books
maintained by the Trustee; provided, however, that any Holder of at least $1,000,000 in aggregate principal
amount of Bonds may be paid interest by wire transfer upon written request submitted to the Trustee prior to
the Record Date immediately preceding the applicable Interest Payment Date. “Record Date” means the
fifteenth day of each calendar month preceding any Interest Payment Date, regardless of whether such day is a

Business Day.

Optional Redemption of the Bonds

The Bonds maturing on or after June 1, 20 _ may be redeemed at the option of the District from any
source of funds on any date on or after June 1, 20 in whole or in part from such maturities as are selected by
the District, and by lot within a maturity, at a redemption price equal to the principal amount of the Bonds to
be redeemed, together with accrued interest to the date of redemption, without premium.

Mandatory Sinking Fund Redemption of the Bonds

The Bonds maturing June 1, 20__ (the “20__ Term Bonds”) are subject to mandatory sinking fund
redemption at a redemption price equal to the principal amount of such Bonds to be redeemed, plus accrued
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interest to the redemption date, without premium. The 20  Term Bonds shall be so redeemed on the
following dates and in the following amounts:

Redemption Date Principal
(June 1) Amount
5
(maturity)

The Bonds maturing June 1, 20__ (the “20__ Term Bonds” and together with the 20 Term Bonds,
the “Term Bonds™) are subject to mandatory sinking fund redemption at a redemption price equal to the
principal amount of such Bonds to be redeemed, plus accrued interest to the redemption date, without
premium. The 20__ Term Bonds shall be so redeemed on the following dates and in the following amounts:

Redemption Date Principal
(June 1) Amount
3
(maturity)

On or before each May 15 next preceding any mandatory sinking fund redemption date, the Trustee
shall proceed to select for redemption pro-rata from all Term Bonds an aggregate principal amount of such
Term Bonds equal to the amount for such year as set forth in the table above and shall call such Term Bonds or
portions thereof for redemption and give notice of such redemption in accordance with the terms of the Trust
Agreement. At the option of the District, to be exercised by delivery of a written certificate to the Trustee on
or before May 15 next preceding any mandatory sinking fund redemption date, it may (a) deliver to the Trustee
for cancellation Term Bonds or portions thereof (in the amount of an Authorized Denomination) of the stated
maturity subject to such redemption or (b) specify a principal amount of such Term Bonds or portions thereof
(in the amount of an Authorized Denomination) which prior to said date have been purchased or redeemed and
cancelled by the Trustee at the request of the District and not theretofore applied as a credit against any
mandatory sinking fund redemption requirement. In the event that the Term Bonds are optionally redeemed, in

part, the foregoing mandatory sinking fund payments will be reduced as nearly as practicable on a pro-rata
basis in integral multiples of $5,000.

Notice of Redemption

Notice of redemption shall be given by the Trustee, not less than 30 nor more than 60 days prior to the
redemption date: (i) in the case of Bonds not registered in the name of a Securities Depository or its nominee,
to the respective Holders of the Bonds designated for redemption at their addresses appearing on the
registration books of the Trustee; (ii) in the case of Bonds registered in the name of a Securities Depository or
its nominee, to such Securities Depository for such Bonds; and (iii) to the Information Services. Notice of
redemption to the Holders pursuant to (i) above shall be given by mail at their addresses appearing on the
registration books of the Trustee, or any other method agreed upon by such Holder and the Trustee. Notice of
redemption to the Securities Depositories pursuant to (ii) above and the Information Services pursuant to (iii)
above shall be given by electronically secure means, or any other method agreed upon by such entities and the
Trustee. Notwithstanding the foregoing, so long as DTC is acting as securities depository for the Bonds,

notice of redemption will be given by sending copies of such notice to DTC (and not to the Beneficial Owners
of the Bonds designated for redemption).
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Each notice of redemption shall state the Bonds or designated portions thereof to be redeemed, the
date of redemption, the place of redemption, the redemption price, the CUSIP number (if any) of the Bonds to
be redeemed, the distinctive numbers of the Bonds of such maturity to be redeemed and, in the case of Bonds
to be redeemed in part only, the respective portions of the principal amount thereof to be redeemed, the
original issue date, interest rate and stated maturity date of each Bond to be redeemed in whole or part. Each
such notice shall also state that on said date there will become due and payable on each of the Bonds to be
redeemed the redemption price, and redemption premium, if any, thereof, and that from and after such
redemption date interest thereon shall cease to accrue. Failure to receive such notice or any defect therein shall
not invalidate any of the proceedings taken in connection with such redemption.

Failure to give the notices described in the Trust Agreement or any defect therein shall not in any
manner affect the redemption of any Bonds. Any notice sent as provided in the Trust Agreement will be
conclusively presumed to have been given whether or not actually received by the addressee.

The District shall have the right to rescind any notice of optional redemption previously sent pursuant
to the Trust Agreement. Any such notice of rescission shall be sent in the same manner as the notice of
redemption. Neither the District nor the Trustee shall incur any liability, to Bondholder, DTC, or otherwise, as
a result of a rescission of a notice of redemption.

Selection of Bonds for Redemption

Bonds are subject to redemption pro rata within a maturity. So long as DTC is securities depository
for the Bonds, there will be only one registered owner and neither the District nor the Trustee will have
responsibility for prorating partial redemptions among beneficial owners of Bonds. Upon surrender of a Bond
to be redeemed in part, the Trustee will authenticate for the registered owner a new Bond or Bonds of the same
maturity and tenor equal in principal amount to the unredeemed portion of the Bond surrendered.

SECURITY AND SOURCE OF PAYMENT FOR THE BONDS

Bond Payments

The obligations of the District under the Bonds, including the obligation to make all payments of

principal, premium, if any and interest when due, are absolute and unconditional, without any right of set-off
or counterclaim.

The Trust Agreement requires the District to, if any Bonds are Outstanding, no later than three
Business Days preceding each Interest Payment Date beginning December 1, 2020, deliver funds to the
Trustee for deposit to the Revenue Fund in an aggregate amount equal to the portion of the Annual Debt
Service coming due on such Interest Payment Date (less amounts on deposit in the Revenue Fund). No
assurance can be given as to the amount and source of money available in the District treasury for such transfer
at any particular time. However, the Trust Agreement provides that the District shall punctually pay the
interest on and the principal of and premium, if any, to become due on the Bonds.

From time to time, the District may enter into (i) one or more other trust agreements or indentures
and/or (ii) one or more supplemental agreements supplementing and/or amending the Trust Agreement, for the
purpose of providing for the issuance of Additional Bonds to refund the Bonds or to refund all or any portion
of any Unfunded Liability under the CalPERS Contract, any other obligations due to CalPERS, or any bonds
issued to refund the Unfunded Liability. Such Additional Bonds may be issued on a parity with the Bonds.
See APPENDIX C - “SUMMARY OF CERTAIN PROVISIONS OF THE TRUST AGREEMENT?” for the
requirements to issue Additional Bonds.
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Revenue Fund

The Trust Agreement creates the “North County Fire Protection District 2020 Taxable Pension
Obligation Bonds Revenue Fund” (the “Revenue Fund™) and a “Bond Interest Account” and “Bond Principal
Account” therein.

All amounts received by the Trustee from the District in respect of interest payments on the Bonds
shall be deposited in the Bond Interest Account and shall be disbursed to the applicable Bondholders to pay
interest on the Bonds. All amounts held at any time in the Bond Interest Account shall be held for the security
and payment of interest on the Bonds pursuant to the Trust Agreement. If at any time funds on deposit in the
Bond Interest Account are insufficient to provide for the payment of such interest, the District shall promptly
deposit funds to such Account to cure such deficiency. On June 2 of each year beginning in 2021, so long as
no Event of Default under the Trust Agreement has occurred and is continuing, the Trustee shall transfer all
amounts on deposit in the Bond Interest Account to the Revenue Fund to be used for any lawful purpose.

All amounts received by the Trustee from the District in respect of principal payments on the Bonds
shall be deposited in the Bond Principal Account and all amounts in the Bond Principal Account will be
disbursed to pay principal on the Bonds pursuant to the Trust Agreement. If at any time funds on deposit in
the Bond Principal Account are insufficient to provide for the payment of such principal, the District shall
promptly deposit funds to such Account to cure such deficiency.

The moneys in such Revenue Fund and the accounts therein shall be held by the Trustee in trust and
applied as provided in the Trust Agreement and, pending such application, shall be subject to a lien and charge
in favor of the Holders of the Bonds issued and Outstanding under the Trust Agreement.

As described above, the District may issue Additional Bonds under the Trust Agreement. In the event
the District issues Additional Bonds under the Trust Agreement, amounts on deposit in the Revenue Fund and
the accounts therein will secure the Bonds and such Additional Bonds on a parity basis.

Limited Obligations

THE BONDS ARE GENERAL OBLIGATIONS OF THE DISTRICT PAYABLE FROM ANY
LAWFULLY AVAILABLE FUNDS OF THE DISTRICT AND ARE NOT LIMITED AS TO PAYMENT
TO ANY SPECIAL SOURCE OF FUNDS OF THE DISTRICT. THE BONDS DO NOT CONSTITUTE AN
OBLIGATION OF THE DISTRICT FOR WHICH THE DISTRICT IS OBLIGATED TO LEVY OR
PLEDGE ANY FORM OF TAXATION OR FOR WHICH THE DISTRICT HAS LEVIED OR PLEDGED
ANY FORM OF TAXATION. NEITHER THE BONDS NOR THE OBLIGATION OF THE DISTRICT TO
MAKE PAYMENTS WITH RESPECT TO THE BONDS CONSTITUTES AN INDEBTEDNESS OF THE
DISTRICT, THE STATE OR ANY OF ITS POLITICAL SUBDIVISIONS WITHIN THE MEANING OF
ANY CONSTITUTIONAL OR STATUTORY DEBT LIMITATION OR RESTRICTION.

COVID-19 PANDEMIC
The COVID-19 pandemic is materially adversely affecting the local, state and world economies and
may result in significant declines in the District’s General Fund revenues, and otherwise materially adversely
impact the financial condition of the District. See “THE DISTRICT—Covid-19 Pandemic.”.
PLAN OF REFINANCING
CalPERS has notified the District as to the amount of the Unfunded Liability based on the June 30,
2018 actuarial valuation, which is the most recent actuarial valuation performed by CalPERS for the District’s

Miscellaneous Plan and Safety Plan. Based on the June 30, 2018 actuarial valuation as reported by CalPERS
to the District, CalPERS has projected the District’s total Unfunded Liability under the CalPERS Contract to
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be $ as of June 30, 2020, consisting of § with respect to the District’s Miscellaneous
Plans and § with respect to the District’s Safety Plan. The Bonds are being issued to finance the
total Unfunded Liability as of June 30, 2020. Upon the issuance of the Bonds, the District will pay
$ to CalPERS for deposit to the CalPERS Payment Fund. With this deposit, the District will have
[fully] funded its Unfunded Liability as of _»20__ and will not be required to make any further
payments to CalPERS with respect to the Unfunded Liability refinanced by the Bonds. It is possible that
CalPERS will determine at a future date that an additional unfunded liability exists that is attributable to the
District if actual plan experience differs from the current actuarial estimates.

ESTIMATED SOURCES AND USES OF FUNDS
The proceeds to be received from the sale of the Bonds are estimated to be applied as set forth below.
Estimated Sources of Funds
Principal Amount of Bonds h)

Total Sources of Funds 3

Estimated Uses of Funds

Funding of the Unfunded Liability contribution? $
Costs of Issuance®
Total Uses of Funds § u g = =

() Deposit to CalPERS Payment Fund. See “PLAN OF REFINANCING herein.
@ Includes Underwriter’s discount. rating fees. legal fees. printing costs. trustee fees and other costs of issuance deposited in
the Costs of Issuance Fund.
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ANNUAL DEBT SERVICE REQUIREMENTS

The following table sets forth the amounts required to be made available for the payment of principal
of the Bonds, at maturity or by mandatory sinking fund redemption, for the payment of interest on the Bonds
and for the total debt service on the Bonds, assuming no optional redemption occurs prior to maturity.

s

TABLE 1
NORTH COUNTY FIRE PROTECTION DISTRICT
ANNUAL DEBT SERVICE ON THE BONDS

Year Ending
June 1 Principal Interest Total
$ 5 b
Total 3 . s I
THE DISTRICT
General

The District was formed in 1987 when the Fallbrook Fire Protection District reorganized with the
Rainbow Volunteer Fire District. The predecessor to the Fallbrook Fire Protection District, the Fallbrook
Local Fire District, had originally formed in 1953, and it was reorganized into the Fallbrook Fire Protection
District in 1961 under the Fire Protection District Act of 1961. The District’s primary service area is
approximately 92 square miles in northern San Diego County, covering the communities of Fallbrook,
Rainbow and Bonsall, and protects a population of approximately 50,000 people. The District also provides
emergency medical services for 40 additional square miles outside its primary service area.
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The District currently operates 5 fire stations, all of which are staffed with fulltime, paid personnel
and single role paramedics and emergency medical technicians ("EMTs”). The District also uses the services
of volunteer and reserve firefighters. The District provides a variety of emergency response services, including

fire suppression, emergency medical services, ambulance transportation, hazardous materials response and
public assistance.

Board of Directors

The District is governed by a five-member Board of Directors, which includes a President, Vice
President and three Board Members. The members of the Board of Directors serve staggered four-year terms,

with elections occurring in the even years. The current members of the Board of Directors and the expiration
dates of their respective terms are as follows:

NORTH COUNTY FIRE PROTECTION DISTRICT
Board of Directors

Name Term Expires
Fred Luevano, President 2020
John Van Doorn, Vice President 2022
Ruth Harris 2020
Bob Hoffman 2020
Ken Munson 2022

Board of Directors elections have historically been at-large elections. However, in 2019, the Board of
Directors approved moving to a by-district system of elections, where each member of the Board of Directors
is elected from one of five geographical zones. The District-based system of elections will first be
implemented in the 2020 election.

The Board of Directors is responsible for, among other things: the formulation and adoption of policy
for District administration and operation; conducting District business for the public benefit; taking legal
action when required by law; reviewing and approving a budget annually; and representing the District at
public hearings. The Board of Directors also appoints the Fire Chief/CEO, who is responsible for
implementing Board of Directors directives and policies and managing the day-to-day administrative and
operational functions of the District.

Employees and Management

The District currently has approximately 75 full-time employees, consisting of the Fire Chief/CEO, a
Deputy Chief, two Division Chiefs, one Administrative Captain, three shift Battalion Chiefs, one Fire Marshal,
two Fire Prevention Specialists, fifteen Fire Captains, fifteen Engineers, twelve Firefighter/Paramedics, one
Executive Assistant/Board Secretary, one Administrative Specialist/IT Support, two HR/Finance Specialists,
two mechanics and 15 single-role Paramedic/EMTs. The District also employs approximately 9 part-time
employees and 12 volunteers.

Full-time non-management employees are represented by the Fallbrook Firefighters’® Association
under two separate memoranda of understanding (one for Safety and one for Non-Safety personnel), each of
which expires on September 30, 2020. Relations between management (which is defined as the Chief Officers,
other than the Fire Chief/CEO) is governed by memorandum of understanding between management and the
District which expires on September 30, 2020. The Fire Chief/CEO and the Executive Assistant/Board
Secretary each have a separate employment agreement with the District, both of which similarly expire on

September 30, 2020. The District is currently in the process of opening up contract negotiations with each of
these groups.
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Day-to-day management of the District is delegated to the Fire Chief/CEO, Stephen Abbott. Chief
Abbot has served as the Fire Chief/CEO of the District since December, 2015. Chief Abbot began his career
with the District in 1990 as a paramedic and held several positions prior to his appointment as Fire Chief/CEO.

Steven Marovich has served as the Deputy Chief—Administrative Services Division since July, 2015,
and his responsibilities include serving as the custodian of records for the District, overseeing the human
resources and information technology departments of the District, preparing the District’s annual budgets and
working with the District’s auditors. Deputy Chief Marovich began his career with the District in 1987 as a
firefighter and held several positions with the District prior to his appointment as Deputy Chief.

Accounting and Financial Reporting

The District maintains its accounting records in accordance with Generally Accepted Accounting
Principles (“GAAP™) and the standards established by the Governmental Accounting Standards Board
("GASB”). Combined financial statements are produced following the close of each Fiscal Year.

The Board of Directors employs an independent certified public accountant (the “Auditor”), who, at
such time or times as specified by the Board of Directors, at least annually, examines the financial statements
of the District in accordance with generally accepted auditing standards, including tests of the accounting
records and other auditing procedures as such accountant considers necessary. As soon as practicable, after the
end of the Fiscal Year, a final audit and report is submitted by the independent accountant to the Board of
Directors.

The District’s governmental funds (including the District’s general fund (the “General Fund”)) are
reported using the current financial resources measurement focus and the modified accrual basis of accounting.
Under this method, revenues are recognized when measurable and available. Expenditures are recorded when
the related fund liability is incurred expect for principal and interest on general long-term debt, claims and
Jjudgments, and compensated absences, which are recognized as expenditures to the extent they have matured.
Capital asset acquisitions are reported as expenditures to the extent they have matured. Capital asset
acquisitions are reported as expenditures in governmental funds. Proceeds of general long-term debt and
financing from capital leases are reported as other financing sources.

Revenues resulting from exchange transactions, in which each party gives and receives essentially
equal value, is recorded on the accrual basis when the exchange takes place. On a modified accrual basis,
revenue is recorded in the fiscal year in which the resources are measurable and become available. Available
means that the resources will be collected within the current fiscal year. Generally, available is defined as
collectible within 60 days. Non-exchange transactions, in which the District receives value without directly
giving equal value in return, include property taxes, certain grants, entitlements, and donations. Revenue from
property taxes is recognized in the fiscal year in which the taxes are received. Revenue from certain grants,
entitlements, and donations is recognized in the fiscal year in which all eligibility requirements have been
satisfied. Eligibility requirements include time and purpose requirements. On a modified accrual basis.
revenue from non-exchange transactions must also be available before it can be recognized.

The General Fund is the primary operating fund of the District and is used to account for all financial
resources, except those required to be accounted for in another fund when necessary. The District is obligated
to pay Annual Debt Service on the Bonds from any legally available funds. However, the District expects to
pay Annual Debt Service on the Bonds from amounts in the General Fund. Amounts in the Rainbow Subzone
Operations Fund are not available to be used to pay debt service on the Bonds.

The District’s Financial Statements along with accompanying notes and opinions from the Auditor for

the Fiscal Year ended June 30, 2019, are set forth in APPENDIX A—*“THE NORTH COUNTY FIRE
PROTECTION DISTRICT AUDITED FINANCIAL STATEMENTS FOR THE FISCAL YEAR ENDED
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JUNE 30, 2019” herein. The Auditor has not performed any post-audit analysis of the financial condition of
the District.

Budget Procedure, Current Budget and Historical Budget Information

The fiscal year of the District begins on the first day of July of each year and ends on the 30th day of
June of the following year (each a “Fiscal Year”). The District adopts an annual budget that covers each Fiscal
Year. On or prior to June 30 of each year, the District adopts a preliminary budget. The District is required to
publish notice that the preliminary budget has been adopted by the Board of Directors and is available for
public inspection. On or prior to October | of each year, after making any changes in the preliminary budget,
the Board of Directors adopts a final budget after conducting a public hearing.

The Board of Directors may modify appropriations at any time with two-thirds majority approval. The
level of expenditures is controlled at the fund level. The Fire Chief/CEO is authorized to transfer budgeted
appropriations within the control accounts, including capital projects, provided no change is made to the total
amount provided for any one fund. At year end, all unencumbered budgeted amounts lapse, subject to requests
for continuing appropriations. OQutstanding encumbrances will be carried forward into the new Fiscal Year with
Fire Chief/CEO approval.

The District’s General Fund balance committed for emergency contingencies is established at a
minimum of 25% of operating expenses. The minimum of 25% is established as a baseline needed for funding
three months’ operations and debt service expenses in the event of an emergency. The contingency reserve is
calculated based on the operating expense incurred in the prior Fiscal Year reduced by unusual, non-recurring
expenditures and reimbursable grant program expenditures expended during the prior Fiscal Year. The
emergency contingency is reserved for economic uncertainties, local disasters, recession or other financial
hardships; to subsidize unforeseen operating or capital needs, and for cash flow requirements. Based on
audited actual amounts, as of June 30, 2019 the District’s General Fund committed to emergencies and
contingencies reserves were approximately $3.25 million which compares to $1.70 million as of June 30,
2018.

The Board of Directors adopted the budget for Fiscal Year 2019-20 on June 25, 2019. Table 2 below
sets forth the following with respect to the District’s general fund: (i) the adopted Fiscal Year 2017-18 budget
and audited actual results; (ii) the adopted Fiscal Year 2018-19 budget and audited actual results; and (iii) the
adopted Fiscal Year 2019-20 budget. The adoption of the Fiscal Year 2019-20 General Fund Budget predated
the outbreak of the COVID-19 pandemic. Efforts to respond to and mitigate the spread of COVID-19 have
had a severe impact on the local, state and national economy, triggered a historic drop and ongoing volatility in
the stock market, and a likely recession. As a result, it is possible that the pandemic will have a material
impact on the District’s finances which is not accounted for in the Fiscal Year 2019-20 budgeted numbers. See
“—COVID-19 Pandemic” and “RISK FACTORS—Risks Related to Coronavirus.”
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TABLE 2

NORTH COUNTY FIRE PROTECTION DISTRICT
GENERAL FUND BUDGETS

Adopted Fiscal Year Adopted Fiscal Year Adopted
Fiscal Year 2017-18 Audited Fiscal Year 2018-19 Audited Fiscal Year
2017-18 Budget Actuals 2018-19 Budget Actuals 2019-20 Budget
REVENUES:
Property Taxes $ 13.905.000 $ 14.135919 $ 14.656.675 $ 14933274 $ 15.476.356
Charges for services:
Ambulance Services 1.700.000 1.835.405 1.700.000 2.068.255 1.945.000
Fire services - CA OES 60.000 1.084.976 65.000 687.747 89.000
Fire prevention 130,000 333.309 200.000 277.446 200,000
Annexation fees -- - - 68.534 -
Administration'!! 25,000 29.607 25.000 211.638 514.341
Operating and capital grant funding 786.584 903.275 628.090 454.179 859,590
Rental income — cellular towers 85,000 88.655 85.000 109,206 103.000
Interest eamings 25,000 47,522 30.000 137.880 70.000
Other revenues 593.404 474926 845.942 242.053 230.000
Total Revenues S 17,309,988 S 18,933,594 S 18,235,707 S 19,190,212 S 19,487,287
EXPENDITURES:
Current:
Salaries and wages $ 8952460 $  9.828.013 $ 9871785 $  9,386.889 $  9.288.975
Employee benefits 4.122.642 4.111.569 4,890.330 4.025.831 4.852.928
Contracted service costs 590.000 367.948 555.205 455.766 429.717
Materials and services 2.468.363 2.460.857 2.315.952 3.263.964 2,427,758
Capital outlay 763,000 1.971.163 1.556.929 2.441.007 1.818.161
Debt Service
Principal 391.905 373.553 613.438 661.480 689.582
Interest 251.887 251.887 294.306 294.306 352.746
TOTAL EXPENDITURES S 17,540,257 S 19,364,990 S 19,522,126 S 20,097,945 S 19,959,856
REVENUES OVER (UNDER) $ (230.269) $ (431.396) $ (1.286.419) $  (1.339.031) $ (472.580)
EXPENDITURES
OTHER FINANCING SOURCES
(USES):
Transfers [n $ 200.000 $ -- $ 200.000 $ -- $ 150.000
Transfers in from reserves 220.269 - 220.269 -- -
Transfers out from reserves (190,000) -- (190.000) -- -
Issuances of debt — capital leases'” $ -- $  (1.203.331) 2.107.100 2.189.472 .-
Total other financing sources (uses) S 230,269 S 1,203,331 S 2,337,369 S 2,189,472 S 150,000
Net Changes in Fund Balance s == s 771,935 s 1,050,950 S 850441 S (322,580)
FUND BALANCE:
Beginning of year 7,175,495 7,175,495 7,947,430 7,947,430 8,998,380
End of year S 7.175495 $ 7,947,430 S 8998,380 S 8,797.871 S 8675800

)

Beginning in Fiscal Year 2018-19 the District began classifying certain revenues that were previously deposited in the

Rainbow Subzone Operations Fund and used to pay salaries and benefits as General Fund revenues because those revenues were
being used to pay some District employees located at the fire station located in the Rainbow Subzone.
) Represents debt issued for radios and an ambulance in Fiscal Year 2017-18 and fire engines and heart monitors in Fiscal Year
2018-19. Amounts in Fiscal Year 2017-18 represent a deferral of the Fiscal Year 2017-18 debt because the equipment was

received in Fiscal Year 2017-18 but not paid for until Fiscal Year 2018-19.

Source: North County Fire Protection District.

4814-6384-1976v9/200886-0001

12

May 26, 2020 — Regular Board Meeting

Page —142



Comparative Change in Fund Balance of the District General Fund

Table 3 below presents the District’s General Fund Statement of Revenues, Expenditures and Change
in Fund Balance for Fiscal Years 2014-15 through 2018-19 based on audited results.

TABLE 3
NORTH COUNTY FIRE PROTECTION DISTRICT GENERAL FUND STATEMENT OF
REVENUES, EXPENDITURES AND CHANGE IN FUND BALANCE
FIVE YEAR COMPARISON

Fiscal Year Ending June 30

2015 2016 2017 2018 2019
REVENUE:
Property Taxes $ 12,231,986 $ 12,798,201 $ 13413614 $ 14135919 $ 14933274
Charges for services:
Ambulance Services 1,356,262 1,927.451 1,925,376 1.835,405 2.068.255
Fire services — CA Office of Emergency
Services 385,136 448.270 654,625 1,084,976 687,747
Fire prevention 69,682 131,390 124.789 333,309 277,446
Mitigation fees - - - -- --
Annexation fees 390,000 -- 75,000 - 68,534
Administration 101,275 96,517 94,128 29.607 211,638
Operating and capital grant funding 85,344 290.421 775919 903.275 454,179
Rental income — cellular towers 85,864 82,639 90,936 88.655 109.206
Investment eamings 8.636 29,643 25,824 47.522 137,880
Other revenues'” 36,535 122.810 343 851 474,926 242,053
Total Revenue S 14,750,720 S 15,927,342 S 17,524,062 S 18,933,594 S 19,190,212
EXPENDITURES:
Fire protection and emergency medical
transportation:
Salaries and wages $ 8.079.366 $ 8452483 $ 8.663,547 9,828,013 $ 9,386.889
Employee benefits 3.684,641 4,313,546 4,468,401 4,111,569 4,025,831
Contracted services costs 94,225 81,661 108,179 367948 455,766
Materials and services 2.499.321 2,113,052 2,672.168 2,460,857 3,263,964
Capital Outlay™® 3,031,934 605,039 585,621 1,971,163 2,441,007
Debt Service
Principal 188414 2,220,795 276.693 373,553 661.480
Interest 231911 301,357 228.643 251.887 294.306
Total Expenditures S 17.809.812 S 18,087.933 S 17,003,252 S 19,364,990 S 20,529,243
REVENUES OVER (UNDER)
EXPENDITURES $(3.059.092) $ (2.161.591) $ 520810 $  (433.396) $ (1,339,031)
OTHER FINANCING SOURCES (USES):
Transfers in 598.951 20,893 148,813 - -
Transfers out (18.294) -- - - -
Issuance of debt "' 475,241 - 641.511 1.203.331 2.189.472
Total Other Financing Sources (Uses) S 1,055,898 S 20,893 ) 790,324 S 1,203331 S 2,189.472
Net Changes in Fund Balances $ (2,003.194) $ (2.139,698) $ 1311134 $ 771935 $ 850441
FUND BALANCE:
Prior period adjustments'' 2,744,138 -
Beginning of year $__7.263.115 $§ 8.004.059 $ 5.864.361 $ 7.175.495 $ 7947430
End of year S 8,004,059 S 5864361 S 7175495 S 7947430 S 8,797.871

(0 Other Revenues consist of moneys refunded to the District for various reasons. including tax overpayments. hydrant

reimbursement. money from equipment and scrap metal.

Increase through Fiscal Years 2017-18 and 2018-19 is the result of debt issued for equipment in those Fiscal Years.

Represents debt issued to acquire fire and safety equipment

See Note 16 of the District’s audited financial statements for Fiscal Year 2015. Adjustment required to account for the
implementation of GASB Nos. 68 and 71 to record the District’s net pension liability and pension-related debt — CalPERS side-
fund on the statement of net position ($19.573.541) and to adjust the District’s net position for other adjustments ($5.099.788).
These adjustments resulted in a restated deficit net position of ($15.999,186) as of July 1. 2014.

Source: Audited Financial Statements for Fiscal Years 2014-135 through 2018-19.

@
(6]
()]
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Comparative General Fund Balance Sheets of the District

Table 4 below presents the District’s audited General Fund Balance Sheets for Fiscal Years 2014-15

through 2018-19.

TABLE 4
NORTH COUNTY FIRE PROTECTION DISTRICT

GENERAL FUND BALANCE SHEETS
FIVE YEAR COMPARISON

Fiscal Year Ending June 30,

ASSETS
Cash and Investments
Accrued Interest receivable
Accounts receivable — ambulance billings. net
Property taxes receivable
Other receivables
Deposits with Self-Insurance System
Prepaid items
Due from other funds!"
Total Assets

LIABILITIES AND FUND BALANCES:
Liabilities:
Accounts payable and accrued expenses
Accrued payroll and related liabilities
Unearned revenue
Due to other funds'"
Total liabilities

FUND BALANCES
Nonspendable!®
Restricted
Assigned
Unassigned™
Total Fund Balance
Total Liabilities and Fund Balance

)

2015 2016 2017 2018 2019
$ 5.670,661 $ 3.064.614 $ 4.621.651 $ 5253902 $ 7.288,192
2,071 3.991 9.218 14.431 46.364
554.869 738,181 614.681 616.762 657.887
149.253 213.209 140.058 55.431 77919
- -- -- 252.265 85.451
-- 450.845 453,737 459.081 473.794
- -- 122.584 146.814 31796
2.078.524 2.078.524 2.078.524 1.900.000 900.000
$.8455.378  §6549.364  § 8040453 § 8698686 § 9,561,403
$  66.021 $ 147.863 $ 254257 $  136.862 $ 152274
385.298 465.812 527,733 593.393 597.113
- -- 11.640 21.001 14.145
-~ 71.328 71.328 - -
$__451.319 $__685.003 $_ 864958 $__ 751,256 $__ 763.532
$ 2.078.524 $ 2.078.524 $ 2.201.108 $ 146814 $ 31,796
1.960.644 - -- - -
1.770.972 2,298.340 2.516.293 2.482.402 2.553.527
2.193.919 1.487.497 2.458.094 5.318.214 6.212.548
8.004.059 5.864.361 7.175.495 7.947.430 8.797.871

§ 8455378  §6.549.364  § 8040453 § B8,698.68 § 9,561,403

Balances due from other funds represent moneys borrowed by the Fire Mitigation Fund from the General Fund for capital

improvement purposes. In Fiscal Years 2015 through 2017. the Districts audited financial statements showed such interfund
loan under the category of “Advance to other funds.”

~Advance to other funds.”
)

)

property tax revenues.

Source: Audited Financial Statements for Fiscal Years 2014-15 through 2018-19.
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COVID-19 Pandemic

The spread of the novel strain of coronavirus that causes the disease commonly known as COVID-19,
and local, state and federal actions in response to COVID-19, are having a significant impact on the County’s
operations and finances. In response to the increasing number of cases of COVID-19 and fatalities, health
officials and experts are recommending, and some governments are mandating, a variety of responses ranging
from travel bans and social distancing practices, to complete shut-downs of certain services and facilities. On
March 4, 2020, as part of the State’s response to address the outbreak, the Governor declared a state of
emergency. On March 13, President Donald Trump declared a national emergency, freeing up funding for
federal assistance to state and local governments. Many school districts across the state have temporarily
closed some or all school campuses in response to local and state directives or guidance. On March 19, 2020,
the Governor issued Executive Order N-33-20, a mandatory statewide shelter-in-place order applicable to all
non-essential services. (The current directives relating to shelter in place extend through the end of April, but
may be extended.)

While the effects of COVID-19 may be temporary, the outbreak and governmental actions responsive
to it are altering the behavior of businesses and people in a manner that is having significant negative impacts
on global and local economies. In addition, stock markets in the U.S. and globally have seen significant
declines attributed to coronavirus concerns. The outbreak has resulted in increased pressure on State finances,
as budgetary resources are directed towards containing the pandemic and tax revenues sharply decline.
Identified cases of COVID-19 and deaths attributable to the COVID-19 outbreak are continuing to increase
throughout the United States, including within San Diego County. The COVID-19 outbreak is expected to
result in significant increases in expenses by public entities to address the outbreak, as well as potentially
material declines in public entity revenues.

On March 27, Congress passed and the President signed the $2.2 trillion Coronavirus Aid, Relief, and
Economic Stabilization Act (“CARES Act”) that provides, among other measures, $150 billion in financial
assistance to states, tribal governments and local governments to provide emergency assistance to those most
significantly impacted by COVID-19. Under the CARES Act, local government are eligible for reimbursement
of certain costs expended to address the impacts of the pandemic, although the District cannot predict what
state and/or federal funding or other relief it will ultimately receive.

The District cannot currently predict the extent or duration of the outbreak or what ultimate impact it
may have on the County’s financial condition or operations, although the County believes it will be material
and adverse. See “RISK FACTORS—Risks Related to Coronavirus” for a discussion of the pandemic, its
projected impact on the District and actions taken by the District in response to the outbreak.
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Major Revenue Sources

As described in “—COVID-19 Pandemic™” the COVID-19 pandemic may materially adversely impact
the District’s financial condition. The historical current Fiscal Year information set forth herein is not intended
to be predictive of future results. The adopted General Fund Budget for Fiscal Year 2019-20 was prepared in
June 2019, prior to the COVID-19 pandemic, and does not reflect any potential impact of the pandemic. See
also “RISK FACTORS—Risks Related to Coronavirus” for a discussion of the pandemic, its projected impact
on the District and actions taken by the District in response to the outbreak.

General. The District derives its General Fund revenues from a variety of sources including ad
valorem property taxes, charges for services provided by the District and operating and capital grant funding.
For Fiscal Year 2018-19, approximately 77.8% of General Fund revenues were proceeds of property taxes and
approximately 17.3% of General Fund revenues were proceeds of charges for services offered by the District.
Other sources of General Fund revenues include operating and capital grant funding, investment earnings and
rental income.

Property Taxes. The property within the District is organized into two distinct areas: the general
service area of the District and the Rainbow Subzone. The Rainbow Subzone was added to the District in
1987 as the result of a merger with the Rainbow Volunteer Fire District. Under the terms of the merger, all
taxes and revenues collected from within the Rainbow Subzone shall be accounted for separately and used
only to finance the provision of services within the Rainbow Subzone. As a result, property taxes collected
from within the District’s general service area are deposited into the General Fund, whereas property taxes
collected within the Rainbow Subzone are deposited into the Rainbow Subzone Operations Fund. Moneys in
the Rainbow Subzone Operations Fund are not available to pay debt service on the Bonds.

Property tax receipts provide the largest General Fund revenue source of the District, contributing
approximately 77.8% of total General Fund revenues during Fiscal Year 2018-19 and are budgeted to equal
approximately 79.4% of total General Fund revenues during Fiscal Year 2019-20. In addition, there are
several large residential developments being constructed within the District which the District expects will
increase property tax revenues in future years.

In California, property which is subject to ad valorem taxes is classified as “secured” or “unsecured.”
The secured classification includes property on which any property tax levied by a county becomes a lien on
that property. A tax levied on unsecured property does not become a lien against the taxed unsecured property,
but may become a lien on certain other property owned by the taxpayer. Every tax which becomes a lien on
secured property has priority over all other liens, arising pursuant to State law, on the secured property,
regardless of the time of the creation of other liens. The valuation of property is determined as of January |
each year, and installments of taxes levied upon secured property become delinquent on the following

April 10th and December 10th. Taxes on unsecured property are due March I, and become delinquent
August 31.

Secured and unsecured property taxes are entered separately on the assessment roll maintained by the
county assessor. The method of collecting delinquent taxes is substantially different for the two classifications
of property. The exclusive means of forcing the payment of delinquent taxes with respect to property on the
secured roll is the sale of the property securing the taxes of the State for the amount of taxes that are
delinquent. The taxing authority has four methods of collecting unsecured personal property taxes: (1) a civil
action against the taxpayer; (2) filing a certificate in the office of the county clerk specifying certain facts in
order to obtain a judgment lien on certain property of the taxpayer; (3) filing a certificate of delinquency for
record in the county recorder’s office in order to obtain a lien on certain property of the taxpayer, and

(4) seizure and sale of personal property, improvement or possessory interest belonging or taxable to the
assessee.

16
4814-6384-1976v9/200886-0001

May 26, 2020 - Regular Board Meeting Page -146



A ten percent penalty is added to delinquent taxes which have been levied with respect to property on
the secured roll. In addition, beginning on the July 1 following a delinquency, interest begins accruing at the
rate of 11/2% per month on the amount delinquent. Such property may thereafter be redeemed by the
payment of the delinquent taxes and the ten percent penalty, plus interest at the rate of 1 1/2% per month to the
time of redemption. If taxes are unpaid for a period of five years or more, the property is deeded to the State
and then is subject to sale by the county tax collector. A ten percent penalty also applies to the delinquent
taxes or property on the unsecured roll, and further, an additional penalty of 1 1/2% per month accrues with
respect to such taxes beginning on the varying dates related to the tax billing date.

Legislation enacted in 1984 (Section 25 et seq. of the Revenue and Taxation Code of the State of
California), provides for the supplemental assignment and taxation of property as of the occurrence of a change
in ownership or completion of new construction. Previously, statutes enabled the assessment of such changes
only as of the next tax lien date following the change and thus delayed the realization of increased property
taxes from the new assessment for up to 14 months. Collection of taxes based on supplemental assessments
occurs throughout the year. Taxes due are prorated according to the amount of time remaining in the tax year,
with the exception of tax bills dated January | through May 31, which are calculated on the basis of the
remainder of the current fiscal year and the full 12 months of the next fiscal year.

Should real property in the District decline in market value, Proposition 8 allows for reassessment
procedures under which the County assessor is obligated to review the property and enroll the lesser of the
factored base year value or the market value. The factored base year value of real property is the market value
as established in 1975 or as established when the property last changed ownership or when the property was
newly constructed. The assessed value of property that has been reassessed under Proposition 8 may increase
more than the standard 2% maximum allowed for properties assessed under Proposition 13 up to its factored
Proposition 13 base year value,

From time to time legislation has been considered as part of the State budget to shift property tax
revenues from special districts to school districts or other governmental entities. While legislation enacted in
connection with the 1992-93 State budget shifted approximately 35% of many special districts’ shares of the
countywide 1% ad valorem property tax, the share of the countywide 1% ad valorem property tax pledged to
debt service by special districts, such as the District, was exempted. The 2004-05 State budget reallocated
additional portions of the special districts’ shares of the countywide 1% ad valorem property tax shifting a
portion of the property tax revenues collected by the County from special districts to school districts. See
“CONSTITUTIONAL AND STATUTORY LIMITATIONS ON TAXES AND APPROPRIATIONS —

Proposition 1A” and “—Proposition 22” for a discussion on certain limitations on the State’s control over local
revenues.

There can be no assurance that the property tax revenues the District currently expects to receive will
not be reduced pursuant to State legislation enacted in the future. If the property tax formula is permanently
changed in the future it could have a material adverse effect on the receipt of property tax revenue by the
District. See “—State Budget Information” below.

In 1949, the California Legislature enacted an alternative method for the distribution of property taxes
to local agencies. This method, known as the “Teeter Plan,” is found in Sections 4701-4717 of the California
Revenue and Taxation Code. Upon adoption and implementation of this method by a county board of
supervisors, local agencies for which the county collects property taxes and certain other public agencies and
taxing areas located in the county receive annually 100% of their shares of property taxes and other levies
collected on the secured roll. While the county bears the risk of loss on unpaid delinquent taxes, it retains the
penalties associated with delinquent taxes when they are paid. In turn, the Teeter Plan provides participating
local agencies with stable cash flow and the elimination of collection risk.

Once adopted, a county’s Teeter Plan will remain in effect in perpetuity unless the Board of
Supervisors orders its discontinuance or unless, prior to the commencement of a fiscal year. a petition for
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discontinuance is received and joined in by resolutions of the governing bodies of not less than two-thirds of
the participating districts in the county. An electing county may, however, decide to discontinue the Teeter
Plan with respect to any levying agency in the county if the board of supervisors, by action taken not later than
July 15 of a Fiscal Year, elects to discontinue the procedure with respect to such levying agency and the rate of

secured tax delinquencies in that agency in any year exceeds 3% of the total of all taxes levied on the secured
roll by that agency.

The Board of Supervisors of the County has adopted the Teeter Plan, and the District is a participant.
To the extent that the County’s Teeter Plan continues in existence and is carried out as adopted with respect to
the District, the District will receive 100% of its share of secured property tax levies.

The information in Tables 5 through 9 has been provided by California Municipal Statistics, Inc.
Neither the District nor the Underwriter has independently verified the information in such tables and do not
guarantee its accuracy.

Tables 5A and 5B below set forth the secured and unsecured assessed valuations for property in the
District and in the Rainbow Subzone, respectively, for Fiscal Years 2010-11 through 2019-20. Only property
taxes collected from within the District’s general service area are deposited into the General Fund.

TABLE 5A
NORTH COUNTY FIRE PROTECTION DISTRICT
ASSESSED VALUATION
FISCAL YEARS 2010-11 THROUGH 2019-20
Fiscal
Year Local Secured Utility Unsecured Total
2010-11 $5,974,388,253 $225,000 $60,658,642 $6,035,271,895
2011-12 5,926,925,301 225,000 55,521,289 5,982,671,590
2012-13 5,870,723,284 225,000 57,405,777 5,928,354,061
2013-14 5,979,843,527 -- 54,268,078 6,034,111,605
2014-15 6,333,368,425 -- 59,391,023 6,392,759,448
2015-16 6,652,891,819 - 59,391,023 6,709,825,930
2016-17 6,944,926,930 -- 57,164,549 7,002,091,479
2017-18 7,322,610,807 - 59,483,660 7,382,094,467
2018-19 7,739,212,950 -- 60,965,422 7,800,178,372
2019-20 8,233,771,578 -- 66,362,058 8,300,133,636

Source: California Municipal Statistics. Inc.

TABLE 5B
NORTH COUNTY FIRE PROTECTION DISTRICT (RAINBOW SUBZONE)
ASSESSED VALUATION
FISCAL YEARS 2010-11 THROUGH 2019-20
Fiscal
Year Local Secured Utility Unsecured Total
2010-11 $297,231,212 -- $6,540,295 $303,771,507
2011-12 291,487,111 -- 7,125,729 298,612,840
2012-13 289,834,764 -- 8,075,573 297,910,337
2013-14 319,708,940 -- 6,161,549 325,870,489
2014-15 331,555,626 -- 7,163,234 338,718,860
2015-16 343,528,760 -- 8,434,560 351,963,320
2016-17 354,496,385 - 9,939,452 364,435,837
2017-18 370,279,651 -- 10,666,600 380,946,251
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2018-19 392,453,793 - 7,070,542 399,524,335
2019-20 434,462,378 -~ 10,924,246 445,386,624

Source: California Municipal Statistics. Inc.

Table 6 below sets forth a breakdown of the property tax rates within the District for the past five
fiscal years.

TABLE 6
NORTH COUNTY FIRE PROTECTION DISTRICT
SUMMARY OF AD VALOREM TAX RATES
TYPICAL TOTAL TAX RATES (TRA 075-002)1)

2015-16 2016-17 2017-18 2018-19 2019-20
General 1.00000 1.00000 1.00000 1.00000 1.00000
Fallbrook Union School District 0.03208 0.03242 0.03429 0.03400 0.03217
Falibrook Union High School District 0.02592 0.02670 0.02754 0.02750 0.02360
Palomar Community College District 0.01769 0.01757 0.02053 0.02090 0.02170
Metropolitan Water District 0.00350 0.00350 0.00350 0.00350 0.00350
Total 1.07919 1.08019 1.08586 1.08590 1.08097

1 Fiscal Year 2019-20 assessed valuation of TRA 075-002 is $1.098.470.328 which is 13.23% of the total assessed valuation
in the District’s general service area. exclusive of the Rainbow Subzone.

Table 7 below summarizes the 1% general ad valorem tax levy within the District’s general service
area for fiscal years 2014-15 through 2018-19. Under the terms of the County’s Teeter Plan, the District is
paid 100% of the secured tax levy each year by the County and the County takes responsibility for collecting
delinquencies and keeps penalties and interest collected from delinquent parcels.

TABLE 7
NORTH COUNTY FIRE PROTECTION DISTRICT
PROPERTY TAX LEVIES AND COLLECTIONS
FISCAL YEARS 2015 THROUGH 2019

Total
Fiscal Year Tax LevyV®@
2014-15 $11,255,892.01
2015-16 11,862,444.50
2016-17 12,426,150.71
2017-18 13,112,492.97
2018-19 13,804,299.06

M 1% ad valorem tax levy.

@ San Diego County utilizes the Teeter Plan for assessment levy and distribution. This method guarantees distribution of
100% of the assessments levied to the taxing entity. with the County retaining all penalties and interest. The County may. at
any time. discontinue use of the Teeter Plan.

Source: California Municipal Statistics.
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Contained within the District are numerous overlapping local agencies providing public services.
These local agencies have outstanding debt issued in the form of general obligation, lease revenue and special
tax and assessment bonds. The direct and overlapping debt of the District is shown in Table 8 below. Tax and
revenue anticipation notes, revenue, mortgage revenue and tax allocation bonds, and non-bonded capital lease

obligations are excluded from the debt statement.

TABLE 8

NORTH COUNTY FIRE PROTECTION DISTRICT
STATEMENT OF DIRECT AND OVERLAPPING BOND DEBT

(As of April 1, 2020)

2019-20 Assessed Valuation!": $8.300.133.636

DIRECT AND OVERLAPPING TAX AND ASSESSMENT DERBT:

Metropolitan Water District

Palomar Community College District

Bonsall Unified School District

Fallbrook Union High School District

Fallbrook Union School District

Palomar Healthcare District

North County Fire Protection District

California Statewide Communities Development Authority
Community Facilities District No. 2017-1
TOTAL DIRECT AND OVERLAPPING TAX AND ASSESSMENT DEBT

OVERLAPPING GENERAL FUND DEBT:

San Diego County General Fund Obligations

San Diego County Pension Obligation Bonds

San Diego County Superintendent of Schools Obligations

Palomar Community College District Certificates of Participation

Bonsall Unified School District General Fund Obligations
TOTAL OVERLAPPING GENERAL FUND DEBT

COMBINED TOTAL DEBT

Ratios to 2019-20 Assessed Valuation:

Direct Debt ($0) 0.00%
Total Direct and Overlapping Tax and Assessment Debt................cocooovvveieiieennnn, 1.08%
Combined Total Debl..........cccoimiicecec e 1.26%

% Applicable
0.267%
6.445

54.523
96.513
96.301
0.147
100.000

100.000

1.492%
1.492
1.492
6.445
54.523

(" Total assessed valuation of the District’s general service area. exclusive of the Rainbow Subzone.

) Excludes the Bonds.

Debt 4/1/20
$ 993591
39.660.775
5.409.564
8.686,170
16.057,687
620.375

A20

19.305.000
$89.839.162

$ 3.451.742
6.804.117
139.502
107.954
3.871.133
$14,374.448

$104.213.6100

® Excludes tax and revenue anticipation notes. enterprise revenue. mortgage revenue and non-bonded capital lease obligations.

Source: California Municipal Statistics.
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The twenty largest property taxpayers in the District as shown on the Fiscal Year 2019-20 secured tax
roll, the land use, the assessed valuation and the respective percentage of the District’s total assessed valuation
are shown on Table 9 below.

TABLE 9
NORTH COUNTY FIRE PROTECTION DISTRICT
TOP TWENTY PRINCIPAL PROPERTY TAXPAYERS

Fiscal Year

2019-20
Assessed
Property Owner Land Use Valuation % of Total V
1. D.R. Horton Los Angeles Holding Company Residential Development $78.110.750 0.95%
2, Richmond American Homes of Maryland Inc. Residential Development 31.196.656 0.38
3. Ocean Breeze Ranch LLC Residential Development 29,077,093 0.35
4, Fallbrook GR F2 LLC Shopping Center 23.774.103 0.29
5. Albertsons Stores Sub LLC Supermarket 19.380.000 0.24
6.  Americare Health & Retirement LLC Assisted Living Facility 19.105.090 0.23
7. Moody Creek Farms LL.C Residential Development 18.936,746 0.23
8.  Development Solutions Bon LLC Residential Development 17.455.097 0.21
9. Beazer Homes Holdings L.LLC Residential Development 14.374.755 0.17
10. CPI/GV Crestview Estates Owner LLC Mobile Home Park 14.000,000 0.17
11.  Axelgaard Manufacturing Co. Ltd. Industrial 13.108.443 0.16
12.  Efren R. Cota Ltd. Apartments 12.986.966 0.16
13. 20005 Delaware LLC Rural/Ranch 12.412.597 0.15
14.  Sheryl A. Hailey Apartments 12.338.402 0.15
15.  Fallbrook Medical Arts LLC Medical Building 11.063.092 0.13
16. Fallbrook Plaza LLC Shopping Center 10.574.081 0.13
17.  Godfrey Family Trust Agricultural/Rural 10.247.392 0.12
18. Amber Creek Associates Ltd. Apartments 9.245,388 0.11
19.  BRCC Investments LLC Shopping Center 9,180.000 0.11
20.  Fallbrook Village Apartments LLC Apartments 9.093.300 0.11
Total $375.659.953 4.56%

" Fiscal Year 2019-20 Local Secured Assessed Valuation in the District's general service area. exclusive of the Rainbow

Subzone: $8.233.771.578.
Source: California Municipal Statistics. Inc.

Charges for Services. Charges for services provided by the District are another significant revenue
source of the District, contributing approximately 17.3% of General Fund revenues in Fiscal Year 2018-19. Of
such Fiscal Year 2018-19 General Fund revenues, $2,068,255 (or approximately 62.42%) were attributable to
charges for ambulance services. The District provides ambulance services within its service area and contracts
with a private third party for ambulance billing services. The District pays this third party a flat fee on monies
collected and collections are handled by a separate third party. The District has budgeted receipt of
approximately $1,945,000 in charges for ambulance services in Fiscal Year 2019-20.

In Fiscal Year 2018-19, $687,747 (or approximately 20.8%) of the General Fund charges for services
revenues were attributable to payments from the California Office of Emergency Services (“OES”). OES pays
local agencies, such as the District, for various costs incurred when the local agency responds to various
regional or statewide emergencies, though many of the payments from OES to the District are made in the
fiscal year after which the costs are incurred. Because of the unpredictable timing of the payments from OES,
it is difficult to project OES payments in a given fiscal year. However, the District has averaged $473,450 in

payments from OES annually over the past 5 years and expects to receive approximately this amount in each
fiscal year for the foreseeable future.
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Other types of revenue in this category include fire prevention charges, mitigation fees, annexation
fees and administration fees.

Indebtedness
General Obligation Debt. The District currently has no general obligation debt outstanding.

Long Term Debt. Table 10 below is a summary of long-term obligation transactions of the District
for the year ended June 30, 2019.

TABLE 10
NORTH COUNTY FIRE PROTECTION DISTRICT
LONG TERM DEBT OF THE DISTRICT

Balance Balance Current Long-term
Long-Term Debt July 1, 2018 Additions Payments June 30, 2019 Portion Portion
Bond payable - Station No 5 S 2,641,000 N - S (123,000) S 2.518,000 S 129,000 $ 2,389,000
Note payable - Station No_ 5" 1,636,271 - (94,019) 1,542,252 99,261 1,442,991
Capital lease payable - ambulance [ 129,857 - (42,129) 87,728 43275 44,453
Capital lease payable - ambulance i1 169,420 - (40,405) 129,015 41,678 87,337
Capital lease payable - EKG monitors 303,331 - (60.666) 242,665 60,666 181,999
Capntal lease payable - ambulance remount - 145,000 (49,600) 95,400 46,697 48,703
Capital lease payable - radios - 579,815 (151.851) 427,964 138,199 289,765
Capntal lease payable - equipment - 1,464,657 1,464,657 28,598 1.436.059
Loan payable - solar project | 383,721 - (31,649) 352,072 31,957 320,115
Loan payable - solar project 11 206,669 - (10,335) 196,134 10.635 185,499
Loan payable - admimistrative building 853451 - (57.626) 795,825 59,616 736,209

S 6323720 S 2189472 S (661,480) S 7851712 S 689,582 S 7,162,130

() Prepaid by the District during Fiscal Year 2019-20 from amounts in the General Fund which the District expects to reimburse
over time from mitigation fees.
Source: North County Fire Protection District.

For more information in the District’s outstanding long-term debt, see Note 7 to the District’s audited
financial statements set forth in Appendix A.

Short-Term Debt. The District currently has no short-term debt outstanding and does not expect to
issue any short-term debt in Fiscal Year 2020-21.

Additional Debt.  Other than the Bonds, the District does not currently anticipate incurring any
additional indebtedness payable from the General Fund in the next five years.

District Pension Funding Policy

The District’s Pension Funding Policy was approved by the Board of Directors on March 24, 2020
with the goal of mitigating a portion of the District’s long-term CalPERS liability. The policy established a
Pension Stabilization Trust to be used to pre-pay the District’s annual UAL payment and to hold one-time
revenues set aside to make CalPERS payments in accordance with the policy. The policy also commits the
District to making its annual required contributions to CalPERS. District staff is directed to monitor General

Fund debt obligations for savings opportunities and redirect any savings to the Pension Stabilization Fund, as
desired.

District Investment Policy

The District’s statement of Investment Policy prepared in accordance with Section 53601 of the
California Government Code (the “Investment Policy™) states that the basic premise underlying the District’s
investment philosophy is to minimize credit and market risks while maintaining a competitive yield on its
portfolio. Hence, safety of principal is the foremost objective of the District, followed by liquidity and yield.
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The Investment Policy allows deposits into financial institutions, the California Local Agency Investment
Fund and the San Diego County Treasury’s Pooled Investment Fund. Investment types include time deposits,
bankers acceptances, U.S. Treasury Bills and notes, governmental agency securities, repurchase agreements,
reverse repurchase agreements, commercial paper, medium term notes of corporations operating within the
United States rated “A” or better by Standard and Poor’s Rating Group or by Moody’s Investors Services, and
State Local Agency Investment Fund (“LAIF™).

The District’s investments, as of June 30, 2019, are set forth in Table 11 below.
TABLE 11

NORTH COUNTY FIRE PROTECTION DISTRICT
SCHEDULE OF INVESTMENTS

Maturity
Measurement Fair Value 12 Months or
Investment s Input Credit Rating June 30, 2019 Less

California Local Agency Level 2 Not Rated $ 2,531,145 $ 2,531,145
Investment Fund

San Diego County Pooled Level 2 AAATf/S] 4,158,722 4,158,722
Investment Fund

Totals $ 6,689,867 $ 6,689,867

Source: North County Fire Protection District.

For more information on the District’s investments, see Note 2 to the District’s audited financial
statements attached hereto as Appendix A.

Risk Management

General. The District is exposed to various risks of loss and has effectively managed risk through a
combination of insurance, with deductibles, self-insurance, and employee education and prevention programs.
Expenditures and claims are recognized when it is probable that a loss has occurred and the amount of the loss
can be reasonably estimated. In determining claims, events that might create claims, but for which none have
been reported, are considered. In addition. there were no settlements or claims in the past three years that
exceeded insurance coverage.

General and Auto Liability. The District is insured for a variety of potential exposures. The District
maintains general liability insurance in the amount of $1,000,000 per occurrence and $3,000,000 aggregate.
The District has also purchased additional excess coverage layers in the amount of $10,000,000 per occurrence
and $20,000,000 aggregate for general and auto liability.

Workers’ Compensation. The District is self-insured for workers’ compensation benefits. The
District is one of nine participants in the Public Agency Self-Insurance System (“PASIS”). PASIS is a joint-
powers authority which was established in 1977 for the purpose of operating and maintaining a cooperative
program of self-insurance and risk management for workers’ compensation. There is no pooling of workers’
compensation liability between the participants, and each participant self-insures their liability up to $300,000
per occurrence. As of June 30, 2019, the District had $473,794 on deposit with PASIS.

All members of PASIS are responsible for paying their own claims and related expenses. PASIS may
advance funds to members who have incurred large losses; however, these advances must be repaid. Excess
insurance is purchased above the self-insured retention. As of June 30, 2019, the District’s liability for
workers’ compensation claims payable was estimated at $2,897,373.
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Changes in workers’ compensation claims payable for the year ended June 30, 2019, were as follows:

Description Balance
Estimated claims balance - July 1,2018 $ 2,749,945
Claim payments 7,402,138
Revised claims estimate (71.254,710)
Change in claims balance 147.428
Estimated claims balance - June 30, 2019 $ 2897373

Source: North County Fire Protection District.

Pension Plans

This caption contains certain information relating to CalPERS. The information is primarily derived
from information produced by CalPERS, its independent accountants and actuaries. The District has not
independently verified the information provided by CalPERS and neither makes any representations nor
expresses any opinion as to the accuracy of the information provided by CalPERS.

The comprehensive annual financial reports of CalPERS are available on its Internet website at
www.calpers.ca.gov. The CalPERS website also contains CalPERS’ most recent actuarial valuation reports
and other information concerning benefits and other matters. Such information is not incorporated by
reference herein. The District cannot guarantee the accuracy of such information. Actuarial assessments are
Jorward-looking statements that reflect the judgment of the fiduciaries of the pension plans, and are based
upon a variety of assumptions, one or more of which may not materialize or be changed in the future.
Actuarial assessments will change with the future experience of the pension plans.

Plan Description. The District contributes to CalPERS, a cost-sharing multiple-employer defined
benefit pension plan. CalPERS acts as a common investment and administrative agent for participating public
entities within the State, including the District. Benefit provisions and all other requirements are established
pursuant to State statute and District ordinance. Copies of CalPERS’ annual financial report may be obtained
from its executive office located at 400 Q Street, Sacramento, California 9581 I, or via
http://www.calpers.ca.gov. The information on such website is not incorporated herein.

The District participates in a Miscellaneous Plan with two tiers within such plan: a 2.7% at 55 Plan for
employees hired prior to December 31, 2012 and a 2.0% at 62 Plan for employees hired on or after January 1,
2013, which is part of a larger risk pool containing other public agencies. Participants in the 2.7% at 55 Plan
are required to contribute 8% of their annual covered salary and participants in the 2.0% at 62 Plan are
required to contribute 6.50% of their annual covered salary.

The District also participates in a Safety Plan with two tiers within such plan: a 3.0% at 55 Plan for
employees hired prior to December 31, 2012 and a 2.7% at 57 Plan for employees hired on or after January 1,
2013, which is part of a larger risk pool containing other public agencies. Participants in the 3.0% at 55 Plan
are required to contribute 9% of their annual covered salary and participants in the 2.7% at 57 Plan are
required to contribute 12.25% of their annual covered salary.

AB 340, Public Employee Pension Reform Act of 2013 (PEPRA). On September 12, 2012, the
California Governor signed Assembly Bill 340 (“AB 340” or “PEPRA”), which implements pension reform in
California. Effective January 1, 2013, AB 340: (i) requires public retirement systems and their participating
employers to share equally with employees the normal cost rate for such retirement systems; (ii) prohibits
employers from paying employer-paid member contributions to such retirement systems for employees hired
after January 1, 2013; (iii) establishes a compulsory maximum non-safety benefit formula of 2.5% at age 67,
(iv) defines final compensation as the highest average annual pensionable compensation earned during a 36-
month period; and (v) caps pensionable income at $110,100 ($132,120 for employees not enrolled in Social
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Security) subject to Consumer Price Index increases. Other provisions reduce the risk of the District incurring
additional unfunded liabilities, including prohibiting retroactive benefits increases, generally prohibiting
contribution holidays, and prohibiting purchases of additional non-qualified service credit.

Pursuant to AB 340, the District established a new pension tiers 2.0% at 62 for Miscellaneous and

2.7% at 57 for Safety for employees hired on or after January 1, 2013 who were not previously CalPERS
members. These additional tiers are described above.

Funding Policy. Required employer and employee contributions are determined by CalPERS based
upon various actuarial assumptions which are revised annually. The District currently funds the normal
pension costs, which are determined by CalPERS using the Entry Age Normal Cost Method, as well as an
amortization of the District’s unfunded accrued liability.

Beginning with Fiscal Year 2017-18, CalPERS collects employer contributions towards the unfunded
liability as a dollar amount instead of the prior method of using a contribution rate. The following tables show
the District’s contribution rates, as determined by CalPERS for Fiscal Years 2017-18 through 2020-21. The
District funded such amounts in Fiscal Years 2017-18 and 2018-19 and expects to fully fund the amounts for
Fiscal Year 2019-20. Pursuant to the memoranda of understanding with the District’s employee bargaining
units, employees who participate in CalPERS pay 100% of their required employee contributions.

North County Fire Protection District
CalPERS Contribution Rates("

Miscellaneous 2.7% at S5 Plan of the North County Fire Protection District

Unfunded Liability
Fiscal Year Employer Normal Cost Contribution
2017-18 12.470% $225,991
2018-19 13.084 251,717
2019-20 13.945 280,036
2020-21 15.037 366,712

Safety 3.0% at 55 Plan of the North County Fire Protection District

Unfunded Liability
Fiscal Year Employer Normal Cost Contribution
2017-18 19.520% $841,108
2018-19 20416 1,098,642
2019-20 21.748 1,382,438
2020-21 23.558 1,606,088

PEPRA Miscellaneous 2.0% at 62 Plan of the North County Fire Protection District

Unfunded Liability
Fiscal Year Employer Normal Cost Contribution
2017-18 6.908% $39
2018-19 7.266 480
2019-20 7.072 1,250
2020-21 7.874 1,575
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PEPRA Safety 2.7% at 57 Plan of the North County Fire Protection District

Unfunded Liability
Fiscal Year Employer Normal Cost Contribution
2017-18 12.729% $132
2018-19 12.965 678
2019-20 13.786 1,829
2020-21 13.884 3,700

" CalPERS currently produces a separate actuarial report for each of the tiers within the District’s Miscellaneous Plan and a

separate actuarial report for each of the tiers within the District’s Safety Plan.
Source: CalPERS Actuarial Reports dated July 2019. as of June 30. 2018.

The required employer contributions for Fiscal Year 2019-20 were determined as part of the June 30,

2018 actuarial valuation using the entry age actuarial cost method. See the caption “—CalPERS Plan
Actuarial Methods” below for a description of CalPERS actuarial assumptions.

Funded Status. The following tables set forth the schedule of funding progress for the District’s
Miscellaneous Plan and Safety Plan.

NORTH COUNTY FIRE PROTECTION DISTRICT
CalPERS Plans Funded Status()®

Miscellaneous 2.7% at 55 Plan of the North County Fire Protection District

Share of Pool’s Plan’s Share of Annual
Valuation Accrued Market Value Pool’s Unfunded Funded Covered
Date Liability of Assets Liability Ratio Payroll
06/30/2014 $7,298,657 $5,005,165 $2,293,492 68.6% 3494312
06/30/2015 7,616,649 5,065,586 2,551,063 66.5 523,064
06/30/2016 7,616,649 4,977,006 2,968,924 62.6 553,047
06/30/2017 8,243,817 5,326,863 2,916,954 64.6 418,128
06/30/2018 8,996,717 5,821,891 3,174,826 64.7 383,094
Safety 3.0% at 55 Plan of the North County Fire Protection District
Share of Pool’s Plan’s Share of Annual
Valuation Accrued Market Value Pool’s Unfunded Funded Covered
Date Liability of Assets Liability Ratio Payroll
06/30/2014 $71,629,524 $59,092,155 $12,537,369 82.5% $5.556,190
06/30/2015 74,912,657 59,000,719 15,911,938 78.8 5,269,920
06/30/2016 80,058,954 59,165,928 20,893,026 73.9 5,033,000
06/30/2017 84,996,345 64,250,465 20,745,880 75.6 5,220,791
06/30/2018 92,073,459 67,829,492 24,243,967 73.7 5.322,012
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PEPRA Miscellaneous 2.0% at 62 Plan of the North County Fire Protection District

Share of Pool’s Plan’s Share of Annual
Valuation Accrued Market Value Pool’s Unfunded Funded Covered
Date Liability of Assets Liability Ratio Payroll
06/30/2014 $7,700 $8,042 $(342) 104.5% $93,653
06/30/2015 8,532 8,015 517 93.9 45,527
06/30/2016 19,740 17,296 2,444 87.6 114,323
06/30/2017 52,143 49,929 2,214 95.8 183,275
06/30/2018 127,365 119,551 7,814 93.9 723,470

PEPRA Safety 2.7% at 57 Plan of the North County Fire Protection District

Share of Pool’s Plan’s Share of Annual

Valuation Accrued Market Value Pool’s Unfunded Funded Covered

Date Liability of Assets Liability Ratio Payroll
06/30/2014 $7,980 $8,319 $(339) 104.2% $120,000
06/30/2015 42,751 39,690 3,061 92.8 435,256
06/30/2016 177,847 160,563 17,284 90.3 719,738
06/30/2017 428,654 409,645 19,009 95.6 1,083,445
06/30/2018 645,627 585,420 60,207 90.7 530,704

' CalPERS currently produces a separate actuarial report for cach of the tiers within the District’s Miscellancous Plan and a

separate actuarial report for each of the tiers within the District’s Safety Plan.
Part of larger risk pool containing other public agencies.
Source: CalPERS Actuarial Reports dated July 2019. as of June 30. 2018.

(2)

Benefits Provided. CalPERS provides retirement and disability benefits, annual cost-of-living
adjustments, and death benefits to plan members and beneficiaries. A Classic CalPERS Miscellaneous
member becomes eligible for service retirement upon attainment of age 55 with at least 5 years of credited
service. PEPRA Miscellaneous members become eligible for service retirement upon attainment of age 62
with at least 5 years of service. The service retirement benefit is a monthly allowance equal to the product of
the benefit factor, years of service, and final compensation. The final compensation is the monthly average of
the member’s highest 36 full-time equivalent monthly pay. Retirement benefits for Classic Miscellaneous and
Safety members are calculated as a percentage of their plan based the average final 36 months compensation.
Retirement benefits for PEPRA Miscellaneous and Safety members are calculated as a percentage of their plan
based the average final 36 months compensation.

Participant members are eligible for non-industrial disability retirement if they become disabled and
have at least 5 years of credited service. There is no special age requirement. The standard non-industrial
disability retirement benefit is a monthly allowance equal to 1.8% of final compensation, multiplied by service.
Industrial disability benefits are not offered to miscellaneous employees. A member’s beneficiary may receive
the basic death benefit if the member dies while actively employed. The member must be actively employed
with the District to be eligible for this benefit. A member’s survivor who is eligible for any other pre-
retirement death benefit may choose to receive that death benefit instead of this basic death benefit.

The basic death benefit is a lump sum in the amount of the members’ accumulated contributions,
where interest is currently credited at 7.15% per year, plus a lump sum in the amount of one month’s salary for
each completed year of current service, up to a maximum of six months’ salary. For purposes of this benefit,

one month’s salary is defined as the member’s average monthly full-time rate of compensation during the 12
months preceding death.
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Upon the death of a retiree, a one-time lump sum payment of $500 will be made to the retiree’s

designated survivor(s), or to the retiree’s estate.

Benefit terms provide for annual cost-of-living adjustments to each member’s retirement allowance.
Beginning the second calendar year after the year of retirement, retirement and survivor allowances will be

annually adjusted on a compound basis by 3%.

Employees Covered. At June 30, 2018 (the measurement date), the following employees were

covered by the benefit terms of the Miscellaneous and Safety Plans:

Miscellaneous Plans

Plan Members Classic Tier 1 PEPRA Tier 2 Total
Active members 5 21 26
Transferred and terminated members 4 7
Separated members 2 1 3
Retired members and beneficiaries 30 - 30
Total plan members 41 25 66

Safety Plans

Plan Members Classic Tier 1 PEPRA Tier 2 Total
Active members 48 6 54
Transferred and terminated members 45 22 67
Separated members 12 6 18
Retired members and beneficiaries 65 - 65
Total plan members 170 34 204

Source: Audited Financial Statements for Fiscal Year 2018-19.

Contributions.

The California Public Employees’ Retirement Law requires that the employer

contribution rates for all public employers be determined on an annual basis by the actuary and shall be
effective on the July 1 following notice of a change in the rate. The total plan contributions are determined
through CalPERS’ annual actuarial valuation process. The Plan’s actuarially determined rate is based on the
estimated amount necessary to pay the Plan’s allocated share of the risk pool’s costs of benefits earned by
employees during the year, and any unfunded accrued liability. The employer is required to contribute the

difference between the actuarially determined rate and the contribution rate of members.

For the year ended June 30, 2019, the contributions made to the Plan were as follows:

Miscellaneous Plans

Contribution Type Classic Tier 1 PEPRA Tier 2 Total
Contributions - employer $ 294,776 $ 60,009 $ 354,785
Contributions - members 31,719 53,269 84.988
Total contributions $ 326495 $ 113,278 $ 439773

Safety Plans

Contribution Type Classic Tier 1 PEPRA Tier 2 Total
Contributions - employer 3 2,167,022 $ 74,067 $ 2,241,089
Contributions - members 487.905 72,191 560,096
Total contributions $ 2,654,927 $ 146,258 $ 2,801,185

Source: Audited Financial Statements for Fiscal Year 2018-19.
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Proportionate Share of Net Pension Liability and Pension Expense. The following table shows the
Plan’s proportionate share of the risk pool collective net pension liability over the measurement period for the
Miscellaneous and Safety Plans. The net pension liability balances have a measurement date of June 30, 2018,
which are rolled-forward for the District’s fiscal year ended June 30, 2019.

Plan Total Plan Fiduciary Pian Net
Plan Type and Balance Descriptions Pension Liability Net Position Pension Liability
Miscellaneous Plan:
Balance as of June 30, 2017 (Measurement Date) § 8,634,521 $ 5,495,105 $ 3,139416
Balance as of June 30, 2018 (Measurement Date) 8,788,467 5,754,190 3,034,277
Change in Plan Net Pension Liability 153,946 259,085 (105,139)
Plan Total Plan Fiduciary Plan Net
Plan Type and Balance Descriptions Pension Liability Net Position  Pension Liability
Safety Plan:
Balance as of June 30, 2017 (Measurement Date) $ 86,127,003 $64,596,689 $ 21,530,314
Balance as of June 30, 2018 (Measurement Date) 89,855,604 68,537,013 21,318,591
Change in Plan Net Pension Liability 3,728,601 3,940,324 (211,723)

Source: Audited Financial Statements for Fiscal Year 2018-19.

Overall Net Pension Liability. The overall net pension liability of the District as of June 30, 2019,
including the CalPERS Side Fund, is shown in the following table. The net pension liability balances have a
measurement date of June 30, 2018, which are rolled-forward for the District’s fiscal year ended June 30,
2019.

Description Balance
Net pension liability $ 23,558,181
Pension-related debt - CalPERS side-fund 794,687
Total net pension liability balance for footnote $ 24,352,868

Source: Audited Financial Statements for Fiscal Year 2018-19.

For additional information relating to the District’s CalPERS Plan, see Note 9 to the District’s
financial statements set forth in Appendix A.

CalPERS Plan Actuarial Methods. The staff actuaries at CalPERS prepare annually an actuarial
valuation which is typically delivered in the time period from July through October of each year (thus, the
actuarial valuation dated July 2019 (the most recent valuation provided to the District) covered CalPERS’
Fiscal Year ended June 30, 2018). The actuarial valuations express the District’s required contribution which
the District must contribute in the Fiscal Year immediately following the Fiscal Year in which the actuarial
valuation is prepared (thus, the District’s contribution requirement derived from the actuarial valuation as of
June 30, 2019 affects the District’s Fiscal Year 2020-21 required contribution). CalPERS rules require the
District to implement the actuary’s recommended rates.

The annual actuarially required contribution rates consist of two components: the normal cost and the
unfunded accrued liability (“UAL”). The normal cost represents the actuarial present value of benefits that
CalPERS will fund under the CalPERS plans that are attributed to the current year, and the accrued liability
(the "AAL”) represents the actuarial present value of benefits that CalPERS will fund that are attributed to past
years. The UAL represents an estimate of the actuarial shortfall between actuarial value of assets on deposit at
CalPERS and the present value of the benefits that CalPERS will pay under the CalPERS plans to retirees and
active employees upon their retirement. The UAL is based on several assumptions such as, among others, the
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expected rate of investment return, average life expectancy, average age of retirement, inflation, salary
increases and occurrences of disabilities. In addition, the UAL includes certain actuarial adjustments such as,
among others, the actuarial practice of smoothing losses and gains over multiple years (which is described in
more detail below). As a result, the UAL may be considered an estimate of the unfunded actuarial present
value of the benefits that CalPERS will pay under the CalPERS plans to retirees and active employees upon
their retirement and not as a fixed expression of the liability the District owes to CalPERS under its CalPERS
plans.

The CalPERS Chief Actuary considers various factors in determining the assumptions to be used in
preparing the actuarial report. Demographic assumptions are based on a study of the actual history of
retirement, rates of termination/separation of employment, years of life expectancy after retirement, disability,
and other factors. This experience study is generally done once every four years. The most recent experience

study was completed in 2017 in connection with the preparation of actuarial recommendations by the CalPERS
Chief Actuary as described below.

The following table sets forth certain economic actuarial assumptions of PERS annual valuations from
June 30, 2016 through June 30, 2019 and the corresponding District’s contributions for Fiscal Years 2018-19
through 202 1-22.

Valuation Date 6/30/16 6/30/17 6/30/18 6/30/19
Contribution for Fiscal Year'V

Assumption 2018-19 2019-20 2020-21 2021-22

Investment Returns 7.25% 7.00% 7.00% 7.00%

Inflation 2.625 2.50 2.50 2.50

Salary Increase (Total Payroll) 2.875 2.75 2.75 2.75

() The investment return assumptions for Fiscal Year 2018-19 and subsequent fiscal years were approved by the PERS Board

at its December 2016 meeting, as a result of the Asset Liability Management Process completed at that time. The
assumptions for inflation and salary increase for Fiscal Year 2018-19 and subsequent fiscal years were also approved by the
PERS Board at its December 2017 meeting. as recommended by the 2017 experience study'.

On November 18, 2015, the CalPERS Board adopted a Funding Risk Mitigation Policy that seeks to
reduce funding risk over time. It establishes a mechanism whereby CalPERS investment performance that
significantly outperforms the discount rate triggers adjustments to the discount rate, expected investment
return, and strategic asset allocation targets. Reducing the volatility of investment returns is expected to
increase the long-term sustainability of CalPERS pension benefits for members. In February 2017, the
CalPERS Board revised the Funding Risk Mitigation Policy. The revisions include suspension of the policy

until Fiscal Year 2020-21, and a decrease of the required first excess investment return threshold from 4 to 2
percent.

On February 14, 2018, the CalPERS Board of Administration adopted revisions to its actuarial
amortization policy. Major revisions that affect state plans were made to the amortization of investment gains
and losses, as well as to actuarial surplus. For the amortization of investment gains and losses, the
amortization period was reduced from 30 years to 20 years, and the 5-year direct smoothing process was
removed from the end of the amortization period. Amortization of actuarial surplus was eliminated. These
policy revisions will be applied to the amortization of investment gains and losses, and actuarial surplus,

experienced on or after June 30, 2019. These revisions will affect contributions starting in Fiscal Year 2020-
21.

On June 25, 2012, the Governmental Accounting Standards Board approved GASB Statement No. 68
("GASB 68™) with respect to pension accounting and financial reporting standards for state and local
governments and pension plans. GASB 68 states that, for pensions within the scope of the statement, a cost-
sharing employer that does not have a special funding situation is required to recognize a net pension liability,
deferred outflows of resources, deferred inflows of resources related to pensions, and pension expense based
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on its proportionate share of the net pension liability for benefits provided through the pension plan. While the
new accounting standards change financial statement reporting requirements, they do not impact funding
policies of the pension systems. The audited financial statements of the District for Fiscal Year 2019 attached
hereto as Appendix A reflects the application of the GASB 68. GASB 68 is a change in accounting reporting
standards but it does not change the District’s CalPERS plan funding obligations.

For additional information relating to the District’s CalPERS obligations, see Note 10 to the District’s
financial statements set forth in Appendix A.

Postemployment Benefits Other Than Pensions

Plan description. The District provides other postemployment benefits to employees who retire from
the District and meet certain eligibility requirements. The contribution requirements of single-employer plan
members and the District are established and may be amended by the Board of Directors. The District
implemented its plan (the “OPEB Plan®) in Fiscal Year 2014 when the District joined CalPERS for medical
insurance for its employees and retirees. No assets are accumulated in a trust that meets the criteria in
paragraph 4 of GASB Statement No. 75.

Benefits provided. Following is a description of the current retiree benefit plan:

Firefighters Miscellaneous

Benefit types provided Medical only Medical only
Duration of Benefits Lifetime Lifetime
Required Service CalPERS Retirement CalPERS Retirement
Minimum Age CalPERS Retirement CalPERS Retirement
Dependent Coverage Surviving Spouse only Surviving Spouse only
District Contribution % 100% to cap 100% to cap
District Cap Minimum employer Minimum employer

contribution under PEMHCA" contribution under PEMHCA'"

(" $136 per month in 2018 indexed to Medical component of the CPI.
Source: Audited Financial Statements for Fiscal Year 2018-19.

Employees Covered by Benefit Terms. At June 30, 2019, the following employees were covered by
the benefit terms:

Inactive employees entitled to but not yet receiving benefit payments 31
Active employees 62
Total 93

Total OPEB Plan Liability. The District’s total OPEB Plan liability of $3,689,312 was measured as
of June 30, 2019, and was determined by an actuarial valuation as of that date. The changes in the total OPEB
Plan liability during Fiscal Year 2018-19 are shown in the table below.
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Total

OPEB Liability
Balance at July 1, 2018 $ 2,237,699
Changes for the year:
Service cost 102,156
Interest 87,926
Changes in assumptions 202,727
Changes in benefit terms 1,228,696
Differences in actual experience (117,846)
Benefit payments (52.046)
Net changes 1.451,613
Balance at June 30, 2019 $ 3,689.312

Source: Audited Financial Statements for Fiscal Year 2018-19.

The total OPEB liability in the June 30, 2019 actuarial valuation was determined using the following
actuarial assumptions and other inputs, applied to all periods included in the measurement, unless otherwise
specified:

Discount Rate 3.15%

Inflation 2.75%

Salary Increases Salary Scale plus Merit
Investment Rate of Return 3.15%

Mortality Rate CalPERS Membership Data
Pre-Retirement Turnover CalPERS Membership Data
Healthcare Trend Rate %

Source: Audited Financial Statements for Fiscal Year 2018-19.

The mortality assumptions are based on the 2014 CalPERS Active and Retiree Mortality for
Miscellaneous and Safety Employees table created by CalPERS. The retirement assumptions are based on the
2009 CalPERS 2.0% at 60 Rates for Miscellaneous Employees, the 2009 CalPERS 2.7% at 55 Rates for
Miscellaneous Employees, and the 2009 PERS 3% at 55 FIRE RX tables created by CalPERS. The turnover
assumptions are based on the 2009 CalPERS Turnover for Miscellaneous Employees and Sworn Fire
Employees tables created by CalPERS. The discount rate used to measure the total OPEB liability was 3.15%.
The projection of cash flows used to determine the discount rate assumed that contributions would be
sufficient to fully fund the obligation over a period not to exceed 30 years using the Bond Buyer 20 Bond
Index was used.

In June 2015, GASB published Statement No. 75 (“GASB 75"), which replaced the requirements
under GASB No. 45. The provisions in GASB 75 became effective for fiscal years beginning after June 15,
2017. The primary objective of GASB 75 is to improve accounting and financial reporting by state and local
governments for postemployment benefits other than pensions (i.e. OPEB). GASB 75 requires that most
changes in the net OPEB liability be included in OPEB expense in the period of the change. GASB 75 also
requires certain descriptive information to be included in the notes to a public agency’s audited financial
statements as well as additional supplementary information such as sources of changes in net OPEB liability
and the components of the net OPEB liability. The District implemented GASB 75 beginning with its audited
financial statements for Fiscal Year 2017-18.

OPEB Expense and Deferred Outflows of Resources and Deferred Inflows of Resources Related to
OPEB. For the year ended June 30, 2019, the District recognized OPEB expense of $1,432,925. At June 30,
2019, the District reported deferred outflows of resources and deferred inflows of resources related to OPEB of
the following:
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Deferred Outflows Deferred Inflows

of Resources of Resources
Changes of assumptions $ 168,939 h) -
Differences between expected and actual experience - (98.205
Total $ 168,939 3 _(98,205)

Source: Audited Financial Statements for Fiscal Year 2019.

Amounts reported as deferred outflows of resources and deferred inflows of resources related to
pensions will be recognized in pension expense as follows:

Year Ended June 30:
2020 $ 14,147
2021 14,147
2022 14,147
2023 14,147
2024 14,146
Thereafter -
Total $ 70,734

Source: Audited Financial Statements for Fiscal Year 2019.

For additional information relating to the District’s OPEB Plan, see Note 11 to the District's financial
statements set forth in Appendix A.

State Budget Information

The following information concerning the State's budgets has been obtained from publicly available
information which the District believes to be reliable; however, neither the District nor the Underwriter
guarantees the accuracy or completeness of this information and has not independently verified such
information.  Furthermore, it should not be inferred from the inclusion of this information in this Official
Statement that the principal of or interest due with respect to the Bonds is payable from any funds of the State.

In 2008, the State began experiencing the most significant economic downturn and financial pressure
since the Great Depression of the 1930s. Despite the recent significant budgetary improvements, according to
the State, there remain a number of major risks and pressures that threaten the State’s financial condition,
including the threat of recession, potential changes to federal fiscal policies and large unfunded liabilities now
totaling in excess of $200 billion for CalPERS, CalSTRS, the University of California (“UC”) Retirement
System and the State’s and UC’s retiree healthcare benefits plans. The State’s revenues (particularly the
personal income tax) can be volatile and correlate to overall economic conditions. There can be no assurances
that the State will not face fiscal stress and cash pressures again, or that other changes in the State or national
economies will not materially adversely affect the financial condition of the State.

The District cannot predict the extent of any budgetary problems the State will encounter in future
fiscal years, and, it is not clear what measures would be taken by the State to balance its budget, as required by
law. In addition, the District cannot predict the impact that State budgets will have on the District’s finances
and operations or what actions will be taken in the future by the State Legislature and the Governor to deal
with changing State revenues and expenditures. Current and future State budgets will be affected by national
and State economic conditions and other factors, including the current economic downturn, over which the
District has no control. See “RISK FACTORS—Dependence on State for Certain Revenues.”
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RISK FACTORS

The following information should be considered by prospective investors, in addition to the other
maltters set forth in this Official Statement in evaluating the Bonds. However, it does not purport to be a
comprehensive or exhaustive discussion of risks or other considerations which may be relevant to an
investment in the Bonds. In addition, the order in which the following information is presented is not intended
to reflect the relative importance of any such risks. There can be no assurance that other risk factors not
discussed herein will not become material in the future.

District Obligations

The District has other obligations payable from its General Fund, including but not limited to debt
obligations, lease obligations and other obligations related to post-employment retirement benefits as well as
certain other liabilities. The Trust Agreement does not prohibit the County from incurring additional lease and
other obligations payable from the District’s General Fund. See “THE DISTRICT—Indebtedness” for further
discussion of the District’s obligations.

Increasing Retirement Related Costs

The District is required to make contributions to CalPERS for District employees. Such obligations
are a significant financial obligation of the District and are projected to increase significantly in the future.
Actual contribution rates will depend on a variety of factors, including but not limited to actual investment
returns, and future changes to benefits or actuarial assumptions. There can be no assurances that actual

increases in required contributions will not be higher than the projections. See “THE DISTRICT—Pension
Plans.”

Dependence on State for Certain Revenues

A significant amount of the District’s revenues are collected and dispersed by the State or allocated in
accordance with State law (most importantly, property taxes). Therefore, State budget decisions can have an
impact on District finances. In the event of a material economic downturn in the State, there can be no
assurance that any resulting revenue shortfalls to the State will not reduce revenues to local governments
(including the District) or shift financial responsibility for programs to local governments as part of the State’s
efforts to address any such related State financial difficulties.

Natural Disasters

The occurrence of any natural disaster in the District, including, without limitation, fire, windstorm,
drought, earthquake, landslide, mudslide or flood could have an adverse material impact on the economy
within the District, its General Fund and the revenues available for the payments on the Bonds.

The District, like the rest of southern California, is located within a seismically active region. Faults
and earthquakes present direct hazards from fault rupture and ground shaking as well as indirect hazards. The
area within the District is located atop or near several earthquake faults.

An earthquake on any of these faults, or in any other location near the District, would be particularly
damaging to residential buildings, especially to those of older wooden or unreinforced masonry construction,
or to mobile homes. An earthquake along one of the faults in the vicinity, either known or unknown, could
cause a number of casualties and extensive property damage. The effects of such a quake could be aggravated
by aftershocks and secondary effects such as fires, landslides, dam failure, liquefaction and other threats to
public health, safety and welfare. The potential direct and indirect consequences of a major earthquake can

easily exceed the resources of the District and would require a high level of self-help, coordination and
cooperation.
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The State, including the area within the District, is periodically subject to wildfires. When wildfires
scorch land, they destroy all vegetation on mountains and hillsides. As a result, when heavy rain falls in the
winter, there is nothing to stop the rain from penetrating directly into the soil. In addition, waxy compounds in
plants and soil that are released during fires create a natural barrier in the soil that prevents rainwater from
seeping deep into the ground. The result is erosion, mudslides, and excess water running off the hillsides often

causing flash flooding. Approximately 57% of the area within the District is located in a high or very high fire
hazard severity zone.

Climate change caused in part by human activities may have adverse effects on the area within the
District. Climate change can also result in more variable weather patterns throughout the State, which can lead
to longer and more severe droughts as well as increased risk of flooding. The District considers the potential
effects of climate change in its planning. Projections of the impacts of global climate change on the District
are complex and depend on many factors that are outside the District’s control. The various scientific studies
that forecast the amount and timing of adverse impacts of climate change are based on assumptions contained
in such studies, but actual events may vary materially. Also, the scientific understanding of climate change and
its effects continues to evolve. Accordingly, the District is unable to forecast with certainty when adverse
impacts of climate change will occur or the extent of such impacts. While the impacts of climate change may
be mitigated by the District’s past and future investment in adaptation strategies, the District can give no
assurance about the net effects of those strategies and whether the District will be required to take additional
adaptive mitigation measures.

The occurrence of natural disasters in the District could result in substantial damage to the area within
the District which, in turn, could substantially reduce General Fund revenues and affect the ability of the
District to make the payments on the Bonds.

Hazardous Substances

An environmental condition that may result in the reduction in the assessed value of parcels would be
the discovery of any hazardous substance that would limit the beneficial use of a property within the District.
In general, the owners and operators of a property may be required by law to remedy conditions of the property
relating to releases or threatened releases of hazardous substances. The Federal Comprehensive
Environmental Response, Compensation and Liability Act of 1980, sometimes referred to as “CERCLA” or
the “Superfund Act,” is the most well-known and widely applicable of these laws, but California laws with
regard to hazardous substances are also stringent and similar. Under many of these laws, the owner (or
operator) is obligated to remedy a hazardous substance condition of property whether or not the owner or
operator has anything to do with creating or handling the hazardous substance. The effect, therefore, should
any substantial amount of property within the District be affected by a hazardous substance, would be to
reduce the marketability and value of the property by the costs of, and any liability incurred by, remedying the
condition, since a purchaser, upon becoming an owner, will become obligated to remedy the condition just as
is the seller. Such reduction could adversely impact the property tax revenues received by the District and

deposited into the General Fund, which could significantly and adversely affect the operations and finances of
the District.

Cybersecurity

The District relies on computers and technology to conduct its operations. The District faces cyber
threats from time to time including, but not limited to, hacking, viruses, malware and other forms of
technology attacks. To date, there has been one significant cyber-attack on the District’s computers and
technologies: in 2017, the District experienced a Ransomware attack in which files on the District’s server
were encrypted. The District was able to respond to the attack in real-time and mitigated its impact by taking
the server off the network, locating the issues and restoring the files from a back-up server. As a result of the
cyber-attack, the District implemented new cybersecurity measures including installing a firewall with an
additional security package that includes intrusion detection/prevention, content filtering and person-to-person

35
4814-6384-1976v9/200886-0001

May 26, 2020 — Regular Board Meeting Page —165



disabling. Additionally, the District carries cybersecurity insurance that provides coverage in the amount of $2
million.

While the District is routinely maintaining its technology systems and continuously implementing new
information security controls, no assurances can be given that the District’s security and operational control
measures will be successful in guarding against all cyber threats and attacks. The results of any attack on the
District’s computer and technology could negatively impact the District’s operations, and the costs related to
such attacks could be substantial.

Limitation on Sources of Revenues; Additional Expenditures

There are limitations on the ability of the District to increase revenues payable to the District’s
General Fund. The ability of the District to increase taxes is limited by Article XIII A, Article XIII B, Article
XHI C, Article XIII D and Proposition 62. See “CONSTITUTIONAL AND STATUTORY LIMITATIONS
ON TAXES AND APPROPRIATIONS.” There can be no assurances that state or federal actions affecting the
District will not have a material adverse financial impact on the District.

Limitation on Remedies; Bankruptcy

The enforceability of the rights and remedies of the Holders of the Bonds are subject to a number of
limitations, including bankruptcy, moratorium, insolvency or other laws affecting creditor’s rights or remedies
and is subject to general principles of equity (regardless of whether such enforceability is considered in equity
or at law), to the exercise of judicial discretion in appropriate cases and to the limitations on legal remedies
against governmental entities in the State of California.

In addition, the rights and remedies of the Holders of the Bonds may be limited by and are subject to
the provisions of federal bankruptcy laws and to other laws or equitable principles that may affect the
enforcement of creditors’ rights. The District is a governmental unit and therefore cannot be the subject of an
involuntary case under the United States Bankruptcy Code (the “Bankruptcy Code™). However, the District is
a municipality and therefore may seek voluntary protection from its creditors pursuant to Chapter 9 of the
Bankruptcy Code for purposes of adjusting its debts. Should the District file for bankruptcy, there could be
adverse effects on the Holders of the Bonds.

If the District is in bankruptcy, the parties (including the Trustee and the Holders of the Bonds) may
be prohibited from taking any action to collect any amount from the District or to enforce any obligation of the
District, unless the permission of the bankruptcy court is obtained. These restrictions may also prevent the
Trustee from making payments to the Holders of the Bonds from funds in the Trustee’s possession.

The Bonds are not secured by any property other than the funds that the District has actually deposited
with the Trustee. The Bonds are not secured by funds in the District treasury which are allocated for deposit in
the Revenue Fund in the District treasury. If the District is in bankruptcy, it may not be obligated to make any
further deposits with the Trustee, it may not be obligated to make any further allocations of funds for deposit to
the Revenue Fund, and it may not be obligated to turn over to the Trustee any moneys in the District treasury
that have been allocated for deposit to the Revenue Fund. As a result, the Bonds would likely be treated as
unsecured obligations of the District in the bankruptcy case. Under such circumstances. the Holders of the
Bonds could suffer substantial losses.

The District may be able, without the consent and over the objection of the Trustee or the Holders of
the Bonds, to alter the priority, interest rate, payment terms, maturity dates, payment sources, covenants, and

other terms or provisions of the Trust Agreement and the Bonds, as long as the bankruptcy court determines
that the alterations are fair and equitable.
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There may be delays in payments on the Bonds while the court considers any of these issues. There
may be other possible effects of a bankruptcy of the District that could result in delays or reductions in
payments on the Bonds, or result in losses to the Holders of the Bonds. Regardless of any specific adverse
determinations in a District bankruptcy proceeding, the fact a District bankruptcy proceeding has occurred
could have an adverse effect on the liquidity and value of the Bonds.

In two situations in the State, holders of pension obligations bonds issued by cities that participate in
CalPERS experienced significant losses in their investment in such pension obligation bonds as a result of the

cities subsequently seeking voluntary protection from their creditors pursuant to Chapter 9 of the Bankruptcy
Code.

Limited Secondary Market

As stated herein, investment in the Bonds poses certain economic risks which may not be appropriate
for certain investors, and only persons with substantial financial resources who understand the risk of
investment in the Bonds should consider such investment. There can be no guarantee that there will be a
secondary market for purchase or sale of the Bonds or, if a secondary market exists, that the Bonds can or
could be sold for any particular price.

No Limit on Additional General Fund Obligations

The District has other obligations payable from its General Fund. The District has the ability to enter
into other obligations which would constitute additional charges against its general revenues. To the extent
that such additional obligations are incurred by the District, the funds available to make payments on the
Bonds may be decreased.

Pension Benefit Liability

Many factors influence the amount of the District’s pension benefit liability, including, without
limitation, inflationary factors, changes in statutory provisions of applicable retirement system laws, changes
in the levels of benefits provided or in the contribution rates of the District, increases or decreases in the
number of covered employees, changes in actuarial assumptions or methods, and differences between actual
and anticipated investment experience of CalPERS. Any of these factors could give rise to additional liability
of the District to its pension system as a result of which the District would be obligated to make additional

payments to its pension system over the amortization schedule for full funding of its obligation to its pension
system.

Assessed Value of Taxable Property

Property taxes account for a significant portion of the District’s General Fund revenues. Natural and
economic forces can affect the assessed value of taxable property within the District. The District is located in
a seismically active region, and damage from an earthquake in or near the area could cause moderate to
extensive damage to taxable property. Other natural or manmade disasters, such as flood, fire, wildfire,
ongoing drought, toxic dumping, coastal erosion or acts of terrorism, could cause a reduction in the assessed
value of taxable property within the District. Economic and market forces, such as a downturn in the regional
economy generally, can also affect assessed values, particularly as these forces might reverberate in the
residential housing and commercial property markets as has been experienced in the past. In addition, the total
assessed value can be reduced through the reclassification of taxable property to a class exempt from taxation,
whether by ownership or use (such as exemptions for property owned by State and local agencies and property
used for qualified educational, hospital, charitable or religious purposes).

Reductions in the market values of taxable property may cause property owners to appeal assessed
values and may also be associated with an increase in delinquency rates for property taxes. Section 2(b) of
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Article XIII A of the California Constitution and Section 51 of the Revenue and Taxation Code, which follow
from “Proposition 8,” require the County assessor to annually enroll either a property’s adjusted base year
value (its “Proposition 13 Value”) or its current market value, whichever is less. When the current market
value replaces the higher Proposition 13 Value on the assessor’s roll, that lower value is referred to as its
“Proposition 8 Value.”

Although the annual increase for a Proposition 13 Value is limited to no more than 2%, the same
restriction does not apply to a Proposition 8 Value. The Proposition 8 Value of a property is reviewed
annually as of January 1; the current market value must be enrolled as long as the Proposition 8 Value falls
below the Proposition 13 Value. Thus, any subsequent increase or decrease in market value is enrolled
regardless of any percentage increase or decrease. Only when a current Proposition 8 Value exceeds its

Proposition 13 Value attributable to a piece of property (adjusted for inflation), the County assessor reinstates
the Proposition 13 Value.

Decreases in the aggregate value of taxable property within the District resulting from natural disaster
or other calamity, reclassification by ownership or use, or as a result of the implementation of Proposition 8 all
may have an adverse impact on the General Fund revenues available to make debt service payments on the
Bonds.

Risks Related to Coronavirus

On February 11, 2020 the World Health Organization (*WHO”) announced the official name for the
outbreak of a new strain of coronavirus (“COVID-19"), an upper respiratory tract illness first identified in
Wuhan, China. COVID-19 has since spread across the globe. The spread of COVID-19 is having significant
negative health and financial impacts throughout the world, including in the District. The World Health
Organization has declared the COVID-19 outbreak to be a pandemic, and states of emergency have been
declared by the Governor of the State and the President of the United States. The purpose behind these
declarations are to coordinate and formalize emergency actions and across federal, state and local
governmental agencies, and to proactively prepare for a wider spread of the virus.

To date there have been a number of confirmed cases of COVID-19 in San Diego County and health
officials are expecting the number of confirmed cases to grow. The outbreak has resulted in the imposition of
restrictions on mass gatherings and widespread temporary closings of businesses, universities and schools
throughout the United States. The United States is restricting certain non-US citizens and permanent residents
from entering the country. In addition, stock markets in the United States and globally have been volatile, with
significant declines attributed to coronavirus concerns.

Several counties in southern California (including San Diego County) announced “Shelter in Place”
emergency orders, which further direct individuals to stay home, except for certain limited travel for the
conduct of essential services. Potential impacts to the District associated with the COVID-19 outbreak
include, but are not limited to, increasing costs and challenges to the public health systems in and around the
District, reductions in tourism and disruption of the regional and local economy and potential declines in
property values.

The COVID-19 outbreak is ongoing, and the duration and severity of the outbreak, and the economic

and other impacts of actions that may be taken by governmental authorities to contain the outbreak or to treat
its impact are developing and uncertain.

As of May, 2020, the District believes that the COVID-19 outbreak has not had a significant impact
on its Fiscal Year 2019-20 finances. Specifically, property tax revenues, which comprised 78% of General
Fund revenues in Fiscal Year 2018-19, and non-ambulance related charges for services, which comprised
approximately 6% of General Fund revenues in Fiscal Year 2018-19, appear to be largely unaffected by the
outbreak. The District has seen a slight decrease in revenues for charges for ambulance services, which
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comprised approximately 11% of General Fund revenues in Fiscal Year 2018-19, from what it had projected,
but this decrease has been offset by moneys received under the CARES Act, and the District is starting to see
evidence that the decrease in ambulance services was temporary and expects revenues for charges for
ambulance services to return to projected levels going forward.

The ultimate impact of COVID-19 on the District’s operations and finances in future fiscal years is
unknown, although it is possible that certain of the District’s revenues will be materially adversely affected.
Importantly, future property values within the District may decline as a result of the pandemic, including from
assessment appeals, which would result in a decrease in property tax revenues received by the District.

In response to the pandemic, the District has taken a variety of actions, including changing the
delivery system on patient contact, increasing barriers to protect patients and staff. Requiring that firefighters
dress down from units to station so they don’t expose others, acquiring special devices to sterilize the
ambulances, monitoring firefighters multiple times per day for fever or any signs/symptoms of infection, and
requiring that most non-essential staff work remotely.

[TO BE UPDATED PRIOR TO POSTING AS WELL IF NECESSARY]

Split Roll Initiative

An initiative measure (the “Split Roll Initiative™) to amend Article XIIIA has qualified for the State’s
November 2020 ballot. If adopted, the Split Roll Initiative would base property taxes for commercial and
industrial properties on market values beginning in tax year 2020-21. Such market values would be reassessed
by the applicable county assessor’s office at least once every three years. The Split Roll Initiative includes
exceptions for businesses with a total market value of less than $2 million (adjusted for inflation), which would
continue to be subject to property taxes based on purchase price, and exempts from property tax assessments
up to $500,000 of the value of personal property, or all personal property for businesses with fewer than 50
employees. There can be no assurance that the Split Roll Initiative will be adopted. Moreover, if the Split
Roll Initiative is adopted, the District is unable to predict how it would affect the level of commercial building
activity within the area of the District and the relationship of the assessed value between land use types (i.e.
residential versus commercial) in the District, or what other impacts the Split Roll Initiative might have on the
local economy or the District’s financial condition.

Changes in Law

There can be no assurance that the electorate of the State will not at some future time adopt additional
initiatives or that the State Legislature will not enact legislation that will amend the laws or the Constitution of
the State resulting in a reduction of the general fund revenues of the District and consequently, having an
adverse effect on the security for the Bonds.

CONSTITUTIONAL AND STATUTORY LIMITATIONS
ON TAXES AND APPROPRIATIONS

Article XIII A of the California Constitution

On June 6, 1978, California voters approved Proposition 13, adding Article XIII A to the California
Constitution. Article XIII A, among other things, affects the valuation of real property for the purpose of
taxation in that it defines the full cash property value to mean “the county assessor’s valuation of real property
as shown on the 1975-76 tax bill under ‘full cash value,’ or thereafter, the appraised value of real property
newly constructed, or when a change in ownership has occurred after the 1975 assessment.” The full cash
value may be adjusted annually to reflect inflation at a rate not to exceed 2% per year, or a reduction in the
consumer price index or comparable local data for the area under taxing jurisdiction, or reduced in the event of
declining property value caused by substantial damage, destruction or other factors including a general
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economic downturn. Any reduction in assessed value is temporary and may be adjusted for any given year by
the Assessor. The assessed value increases to its pre-reduction level (escalated to the annual inflation rate of no
more than two percent) following the year(s) for which the reduction is applied. The amendment further limits
the amount of any ad valorem tax on real property to 1% of the full cash value except that additional taxes may
be levied to pay (i) debt service on indebtedness approved by the voters prior to July 1, 1978, (ii) bonded
indebtedness for the acquisition or improvement of real property approved on or after July 1, 1978 by two-
thirds of the votes cast by the voters voting on the proposition; and (iii) bonded indebtedness incurred by a
school district or community college district for the construction, reconstruction, rehabilitation or replacement
of school facilities or the acquisition or lease of real property for school facilities, approved by 55% of the
voters of the school district or community college district, but only if certain accountability measures are
included in the proposition.

On June 3, 1986, California voters approved Proposition 46, which added an additional exemption to
the 1% tax limitation imposed by Article XIIl A. Under this amendment to Article XIII A, local governments
and school districts may increase the property tax rate above 1% for the period necessary to retire new general
obligation bonds, if two-thirds of those voting in a local election approve the issuance of such bonds and the
money raised through the sale of the bonds is used exclusively to purchase or improve real property.

Legislation enacted by the State Legislature to implement Article XIII A provides that all taxable
property is shown at full assessed value as described above. In conformity with this procedure, all taxable
property value included in this Official Statement (except as noted) is shown at 100% of assessed value and all
general tax rates reflect the $1 per $100 of taxable value. Tax rates for voter approved bonded indebtedness are
also applied to 100% of assessed value.

Future assessed valuation growth allowed under Article XIII A (new construction, change of
ownership, 2% annual value growth) will be allocated on the basis of “situs” among the jurisdictions that serve
the tax rate area within which the growth occurs. Local agencies and school districts will share the growth of
“base” revenue from the tax rate area. Each year’s growth allocation becomes part of each agency’s allocation
the following year. The District is unable to predict the nature or magnitude of future revenue sources which
may be provided by the State to replace lost property tax revenues. Article XIII A effectively prohibits the
levying of any other ad valorem property tax above the 1% limit except for taxes to support indebtedness
approved by the voters as described above.

Article XIII B of the California Constitution

On November 6, 1979, California voters approved Proposition 4, which added Article XIII B to the
California Constitution. In June 1990, the voters through their approval of Proposition [l amended Article
X111 B. Article XIII B of the California Constitution limits the annual appropriations of the State and any city,
county, school district, special district, authority or other political subdivision of the State (e.g. local
governments) to the level of appropriations for the prior fiscal year, as adjusted annually for changes in the
cost of living, population and services rendered by the governmental entity. The “base year” for establishing
such appropriation limit is the 1978-79 fiscal year. Increases in appropriations by a governmental entity are
also permitted (i) if financial responsibility for providing services is transferred to a governmental entity, or (ii)
for emergencies so long as the appropriations limits for the three years following the emergency are reduced
accordingly to prevent any aggregate increase above the Constitutional limit. Decreases are required where
responsibility for providing services is transferred from the government entity.

Appropriations subject to Article XIII B include generally any authorization to expend during the
fiscal year the proceeds of taxes levied by or for the State, exclusive of certain State subventions for the use
and operation of local government, refunds of taxes, benefit payments from retirement, unemployment
insurance and disability insurance funds. Appropriations subject to limitation of an entity of local government
include any authorization to expend during a fiscal year the proceeds of taxes levied by or for that entity and
the proceeds of certain State subventions to that entity and refunds of taxes. Appropriations subject to
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limitation pursuant to Article X111 B do not include debt service on indebtedness existing or legally authorized
as of January 1, 1979, on bonded indebtedness thereafter approved according to law by a vote of the electors of
the issuing entity voting in an election for such purpose, appropriations required to comply with mandates of
courts or the federal government, appropriations for qualified outlay projects, and appropriations by the State
of revenues derived from any increase in gasoline taxes and motor vehicle weight fees above January 1, 1990
levels. “Proceeds of taxes” include, but are not limited to, all tax revenues and the proceeds to any entity of
government from (i) regulatory licenses, user charges, and user fees to the extent such proceeds exceed the cost
of providing the service or regulation, (ii) the investment of tax revenues and (iii) certain State subventions
received by local governments.

Article XIII B includes a requirement pursuant to which fifty percent (50%) of all revenues received
by the State in a fiscal year and in the fiscal year immediately following it in excess of the amount which may
be appropriated by the State in compliance with Article X1l B during that fiscal year and the fiscal year
immediately following it shall be transferred and allocated, from a fund established for that purpose, pursuant
to Article XVI of the State Constitution. In addition, fifty percent (50%) of all revenues received by the State
in a fiscal year and in the fiscal year immediately following it in excess of the amount which may be
appropriated by the State in compliance with Article XIII B during that fiscal year and the fiscal year
immediately following it shall be returned by revising tax rates or fee schedules within the next two
subsequent fiscal years. Further, Article XI1I B includes a requirement that all revenues received by an entity
of government, other than the State, in a fiscal year and in the fiscal year immediately following it that exceed
the amount which may be appropriated by that entity in compliance with Article XIII B during that fiscal year
and the fiscal year immediately following it shall be returned by revising tax rates or fee schedules within the
next two subsequent fiscal years.

As amended in June 1990, the appropriations limit for the District in each year is based on the limit
for the prior year, adjusted annually for changes in the costs of living and changes in population, and adjusted,
where applicable, for transfer of financial responsibility of providing services to or from another unit of
government. The change in the cost of living is, at the District’s option, either (i) the percentage change in
California per capita personal income from the preceding fiscal year, or (ii) the percentage change in the local
assessment roll from the preceding fiscal year for the jurisdiction due to the addition of local nonresidential
new construction. Pursuant to the Revenue and Taxation Code, the State’s Department of Finance annually

transmits to each city and each county an estimate of the percentage change in the population of the city or the
county.

Article XIII B permits any government entity to change the appropriations limit by vote of the
electorate in conformity with statutory and Constitutional voting requirements, but any such voter-approved
change can only be effective for a maximum of four years.

The Board of Directors adopted the annual appropriation limit for the Fiscal Year 2019-20 of
$137,139,558. The limitation applies only to proceeds of taxes (and investment earnings thereon) and therefore
does not apply to service fees and charges, fines, and revenue from the sale of property and taxes received
from the State and federal governments that are tied to special programs (or investment earnings on the
foregoing). In Fiscal Year 2019-20, the funds subject to limitation total $30,136,045 (total general operating
budget minus revenues excluding taxes, investment earnings thereon, and debt service).

Proposition 62

Proposition 62, which was adopted by the voters at the November 4, 1986 general election,
(a) requires that any new or higher taxes for general governmental purposes imposed by local governmental
entities such as the District be approved by a two-thirds vote of the governmental entity’s legislative body and
by a majority vote of the voters of the governmental entity voting in an election on the tax, (b) requires that
any special tax (defined as taxes levied for other than general governmental purposes) imposed by a local
government entity be approved by a two-thirds vote of the voters of the governmental entity voting in an
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election on the tax, (c) restricts the use of revenues from a special tax to the purposes or for the service for
which the special tax was imposed, (d) prohibits the imposition of ad valorem taxes on real property by local
governmental entities except as permitted by Article XIII A of the California Constitution, (e) prohibits the
imposition of transaction taxes and sales taxes on the sale of real property by local governmental entities, and
(f) requires that any tax imposed by a local governmental entity on or after August 1, 1985, be ratified by a
majority vote of the voters voting in an election on the tax within two years of the adoption of the initiative or
be terminated by November 15, 1988.

On September 28, 1995, the California Supreme Court, in the case of Santa Clara County Local
Transportation Authority v. Guardino, upheld the constitutionality of Proposition 62. In this case, the court
held that a county-wide sales tax of one-half of one percent was a special tax under Section 53722 of the
Government Code, and was held invalid without the required two-thirds voter approval. The decision did not
address the question of whether or not it should be applied retroactively.

Following the Guardino decision upholding Proposition 62, several actions were filed challenging
taxes imposed by public agencies since the adoption of Proposition 62. On June 4, 2001, the California
Supreme Court released its decision in one of these cases, Howard Jarvis Taxpayers Association v. City of La
Habra, et al. In this case, the court held that a public agency’s continued imposition and collection of a tax is
an ongoing violation upon which the statute of limitations period begins anew with each collection. The court
also held that, unless another statute or constitutional rule provided differently, the statute of limitations for
challenges to taxes subject to Proposition 62 is three years. Accordingly, a challenge to a tax subject to
Proposition 62 may only be made for those taxes received within three years of the date the action is brought.

The District believes that all taxes currently being collected by it comply with the requirements of
Proposition 62.

Proposition 218

On November 5, 1996, the California voters approved Proposition 218, a constitutional initiative
entitled the “Right to Vote on Taxes Act” (“Proposition 218™). Proposition 218 added Articles X111 C and XIII
D to the California Constitution and contains a number of interrelated provisions limiting the ability of local
governments, including the District, to impose and collect both existing and future taxes. assessments, fees and
charges. The District is unable to predict terms pf Proposition 218 will be interpreted and applied by the courts
in the future. Proposition 218 could substantially restrict the District’s ability to raise future revenues and
could subject certain existing sources of revenue to reduction or repeal, and increase the District’s costs to hold
elections, calculate fees and assessments, notify the public and defend its fees and assessments in court.
Further, as described below, Proposition 218 provides for broad initiative powers to reduce or repeal local
taxes, assessments, fees and charges. However, other than any impact resulting from the exercise of this
initiative power, the District does not presently believe that the potential impact on the financial condition of
the District as a result of the provisions of Proposition 218 will adversely affect the District’s ability to pay
principal of and interest on the Bonds and perform its other obligations as and when due.

Article XIII C requires that all new, extended, or increased local taxes be submitted to the electorate
before they become effective. Taxes for general governmental purposes of the District require a majority vote
of the electorate and taxes for specific purposes, even if deposited in the District’s General Fund, require a
two-thirds vote of the electorate. These voter approval requirements of Proposition 218 reduce the flexibility of
the District to raise revenues through General Fund taxes, and no assurance can be given that the District will
be able to impose, extend or increase such taxes in the future to meet increased expenditure requirements.

Article X111 C also expressly extends the initiative power to give voters the power to reduce or repeal
local taxes, assessments, fees and charges, regardless of the date such taxes, assessments, fees or charges were
imposed. This extension of the initiative power is not limited by the terms of Proposition 218 to local taxes.
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assessments, fees or charges imposed after November 6, 1996 and absent other legal authority could result in
retroactive reduction in any existing taxes, assessments or fees and charges.

The repeal of local taxes, assessments, fees or charges could be challenged as a violation of the
prohibition against impairing contracts under the contract clause of the United States Constitution. Subsequent
to the amendment of Article XIII C, the State Legislature approved SB 919 (the “Proposition 218 Omnibus
Implementation Act”), which directed that the initiative power provided for in Proposition 218 “shall not be
construed to mean that any owner or beneficial owner of a municipal security, purchased before or after
November 6, 1998, assumes the risk of, or in any way consents to, any action by initiative measure that
constitutes an impairment of contractual rights” protected by the United States Constitution. However, no
assurance can be given that the voters of the District will not, in the future, approve an initiative which reduces
or repeals local taxes, assessments, fees or charges that are or will be deposited into the District’s General
Fund. Further, “fees” and “charges” are not defined in Article XIlI C or Proposition 218 Omnibus
Implementation Act, and it is unclear whether these terms are intended to have the same meanings for purposes
of Article Xl1Il C as they do in Article XIII D, as described below. Accordingly, the scope of the initiative
power under Article XIII C could include all sources of General Fund moneys not received from or imposed
by the federal or State government or derived from investment income.

The initiative power granted under Article XIII C, by its terms, applies to all local taxes, assessments,
fees and charges and is not limited to local taxes, assessments, fees and charges that are property related. The
District is unable to predict whether the courts will interpret the initiative provision to be limited to property
related fees and charges. No assurance can be given that the voters of the District will not, in the future,
approve an initiative which reduces or repeals local taxes, assessments, fees or charges which are deposited
into the District’s General Fund. The District believes that in the event that the initiative power was exercised
so that all local taxes, assessments, fees and charges which may be subject to the provisions of Proposition 218
are reduced or substantially reduced, the financial condition of the District, including its General Fund, would
be materially adversely affected. As a result, there can be no assurances that the District would be able to pay

the principal of and interest on the Bonds as and when due or any of its other obligations payable from the
District General Fund.

Article XIII D added several requirements that generally made it more difficult for local agencies,
such as the District, to levy and maintain “assessments” for municipal services and programs. “Assessment” is
defined in Proposition 218 and the Proposition 218 Omnibus Implementation Act (as enacted in Government
Code Section 53750) to mean any levy or charge upon real property for a special benefit conferred upon the
real property. This includes maintenance assessments imposed in County service areas and in special districts.
In most instances, in the event that the District is unable to collect assessment revenues relating to specific
programs as a consequence of Proposition 218, the District will curtail such services rather than use amounts in
the General Fund to finance such programs. Accordingly, the District anticipates that any impact Article X111
D may have on existing or future taxes, fees, and assessments will not adversely affect the ability of the
District to pay the principal of and interest on the Bonds, as and when due. However, no assurance can be
given that the District may or will be able to reduce or eliminate such services to avoid new costs for the
District General Fund in the event the assessments that presently finance them are reduced or repealed.

Article XIII D also adds several provisions affecting “fees” and “charges” which are defined as “any
levy other than an ad valorem tax, a special tax, or an assessment, imposed by an agency (subdivision (a) of
Section 2 of Article XIII D defines an agency as any local government as defined in subdivision (b) of Section
I of Article X111 C) upon a parcel or upon a person as an incident of property ownership, including a user fee
or charge for a property related service.” All new fees and charges and, after June 30, 1997, all existing
property related fees and charges that are extended, imposed or increased must conform to requirements
prohibiting, among other things, fees and charges which (i) generate revenues exceeding the funds required to
provide the property related service, (ii) are used for any purpose other than those for which the fees and
charges are imposed, (iii) are for a service not actually used by, or immediately available to, the owner of the
property in question, or (iv) are used for general governmental services, including police, fire, ambulance or

43
4814-6384-1976v9/200886-0001

May 26, 2020 — Regular Board Meeting Page —-173



library services, where the service is available to the public at large in substantially the same manner as it is to
property owners. Further, before any property related fee or charge may be imposed or increased, written
notice must be given to the record owner of each parcel of land affected by such fee or charge. The District
must then hold a hearing upon the proposed imposition or increase of such property-related fee or charge, and
if written protests against the proposal are presented by a majority of the owners of the identified parcels, the
District may not impose or increase the fee or charge. Moreover, except for fees or charges for sewer, water
and refuse collection services, no property related fee or charge may be imposed or increased without majority
approval by the property owners subject to the fee or charge or, at the option of the District, two-thirds voter
approval by the electorate residing in the affected area. The annual amount of revenues that are received by the
District and deposited into its General Fund which may be considered to be property related fees and charges
under Article XIII D is not substantial. Accordingly, the District does not presently anticipate that any impact
Article XIII D may have on future fees and charges will adversely affect the ability of the District to pay the
principal of and interest on the Bonds as and when due. However, no assurance can be given that the District
may or will be able to reduce or eliminate such services to avoid new costs for the District General Fund in the
event the fees and charges that presently finance them are reduced or repealed.

The fees and charges of the District’s enterprise funds, including those which are not property related
for purposes of Article XIIl D, may be determined to be fees and charges subject to the initiative power as
provided in Article XIII C, as described above. In the event that fees and charges cannot be appropriately
increased or are reduced pursuant to the exercise of the initiative power, the District may have to choose
whether to reduce or eliminate the service financed by such fees or charges or finance such service from its
General Fund. Further, no assurance can be given that the District may or will be able to reduce or eliminate
such services in the event the fees and charges that presently finance them are reduced or repealed.

Unitary Property

Some amount of property tax revenue of the District is derived from utility property which is
considered part of a utility system with components located in many taxing jurisdictions (“unitary property™).
Under the State Constitution, such property is assessed by the State Board of Equalization (“SBE”) as part of a
“going concern” rather than as individual pieces of real or personal property. State-assessed unitary and
certain other property is allocated to the counties by SBE, taxed at special county-wide rates, and the tax
revenues distributed to taxing jurisdictions (including the District) according to statutory formula generally
based on the distribution of taxes in the prior year.

Proposition 22

Proposition 22 (“Proposition 22”), which was approved by California voters in April 2010, prohibits
the State, even during a period of severe fiscal hardship, from delaying the distribution of tax revenues for
transportation, redevelopment, or local government projects and services and prohibits fuel tax revenues from
being loaned for cash-flow or budget balancing purposes to the State General Fund or any other State fund.
Due to the prohibition with respect to State’s ability to take, reallocate, and borrow money raised by local
governments for local purposes, Proposition 22 supersedes certain provisions of Proposition 1A of 2004. See
“—Proposition 1A” herein. In addition, Proposition 22 generally eliminates the State’s authority to
temporarily shift property taxes from cities, counties. and special districts to schools, temporarily increase
school and community college district’s share of property tax revenues, prohibits the State from borrowing or
redirecting redevelopment property tax revenues or requiring increased pass-through payments thereof, and
prohibits the State from reallocating vehicle license fee revenues to pay for State imposed mandates. In
addition, Proposition 22 requires a two-thirds vote of each house of the State Legislature and a public hearing
process to be conducted in order to change the amount of fuel excise tax revenues shared with cities and
counties. The State’s Legislative Analyst’s Office (LAO) states that Proposition 22 will prohibit the State from
enacting new laws that require redevelopment agencies to shift funds to schools or other agencies.
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Proposition 22 prohibits the State from borrowing sales taxes or excise taxes on motor vehicle fuels or
changing the allocations of those taxes among local government except pursuant to specified procedures
involving public notices and hearings. In addition, Proposition 22 requires that the State apply the formula
setting forth the allocation of State fuel tax revenues to local agencies revert to the formula in effect on June
30, 2009. The LAO anticipates that Proposition 22 will require the State to adopt alternative actions to address
its fiscal and policy objectives, particularly with respect to short-term cash flow need.

Proposition 1A

As part of former Governor Schwarzenegger’s agreement with local jurisdictions, Senate
Constitutional Amendment No. 4 was enacted by the Legislature and subsequently approved by the voters as
Proposition 1A (“Proposition 1A™) at the November 2004 election. Proposition 1A amended the State
Constitution to, among other things, reduce the Legislature’s authority over local government revenue sources
by placing restrictions on the State’s access to local governments’ property, sales, and vehicle license fee
revenues as of November 3, 2004. Beginning with Fiscal Year 2008-09, the State may borrow up to 8 percent
of local property tax revenues, but only if the Governor proclaims such action is necessary due to a severe
State fiscal hardship and two—thirds of both houses of the Legislature approves the borrowing. The amount
borrowed is required to be paid back within three years. The State also will not be able to borrow from local
property tax revenues for more than 2 fiscal years within a period of 10 fiscal years. In addition, the State
cannot reduce the local sales tax rate or restrict the authority of local governments to impose or change the
distribution of the statewide local sales tax.

The 2009-10 State budget included a Proposition 1A diversion of $1.935 billion in local property tax
revenues from cities, counties, and special districts to the State to offset State general fund spending. Such
diverted revenues must be repaid, with interest, no later than June 30, 2013. The amount of the Proposition [A
diversion from the District was $833,681. The District participated in a State-sponsored program financing the
Proposition 1A diversion and, accordingly, received its full share of property tax revenues.

Proposition 26

On November 2, 2010, voters in the State approved Proposition26. Proposition 26 amends
Article XIIIC of the State Constitution to expand the definition of “tax” to include “any levy, charge, or
exaction of any kind imposed by a local government” except the following: (1) a charge imposed for a specific
benefit conferred or privilege granted directly to the payor that is not provided to those not charged, and which
does not exceed the reasonable costs to the local government of conferring the benefit or granting the privilege;
(2) a charge imposed for a specific government service or product provided directly to the payor that is not
provided to those not charged, and which does not exceed the reasonable costs to the local government of
providing the service or product; (3)a charge imposed for the reasonable regulatory costs to a local
government for issuing licenses and permits, performing investigations, inspections, and audits, enforcing
agricultural marketing orders. and the administrative enforcement and adjudication thereof; (4)a charge
imposed for entrance to or use of local government property, or the purchase, rental, or lease of local
government property; (5) A fine, penalty, or other monetary charge imposed by the judicial branch of
government or a local government, as a result of a violation of law; (6) a charge imposed as a condition of
property development; and (7)assessments and property-related fees imposed in accordance with the
provisions of Article XIIID. Proposition 26 provides that the local government bears the burden of proving by
a preponderance of the evidence that a levy, charge, or other exaction is not a tax, that the amount is no more
than necessary to cover the reasonable costs of the governmental activity, and that the manner in which those
costs are allocated to a payor bear a fair or reasonable relationship to the payor’s burdens on, or benefits

received from, the governmental activity. The District does not believe that Proposition 26 will adversely
affect its General Fund revenues.
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Future Initiatives

Articles XIIIA, XIIIB, XIIIC and XIIID and Propositions 22 and 26 were each adopted as measures
that qualified for the ballot pursuant to the State’s initiative process. The limitations imposed upon the District
by these provisions hinder the District’s ability to raise revenues through taxes or otherwise and may therefore
prevent the District from meeting increased expenditure requirements. From time to time, other initiative
measures could be adopted, some of which may place further limitations on the ability of the State, the District
or local districts to increase revenues or to spend money or which could have other financially adverse effects
such as requiring the District to undertake new responsibilities. Such other initiatives could have a material
adverse effect on the District’s financial condition.

TAX MATTERS

In the opinion of Stradling Yocca Carlson & Rauth, a Professional Corporation, Newport Beach,
California, Bond Counsel, under existing statutes, regulation, rulings and judicial decisions, interest due with
respect to the Bonds is not excluded from gross income for federal income tax purposes under Section 103 of
the Internal Revenue Code (the “Code™) but is exempt from State of California personal income tax.

The federal tax and State of California personal income tax discussion set forth above with respect to
the Bonds is included for general information only and may not be applicable depending upon a Beneficial
Owner’s particular situation. The ownership and disposal of the Bonds and the accrual or receipt of interest
with respect to the Bonds may otherwise affect the tax liability of certain persons. Bond Counsel expresses no
opinion regarding any such tax consequences. BEFORE PURCHASING ANY OF THE BONDS, ALL
POTENTIAL PURCHASERS SHOULD CONSULT THEIR INDEPENDENT TAX ADVISORS WITH
RESPECT TO THE TAX CONSEQUENCES RELATING TO THE BONDS AND THE TAXPAYER’S
PARTICULAR CIRCUMSTANCES.

A copy of the proposed form of opinion of Bond Counsel is attached hereto as Appendix D.

CERTAIN LEGAL MATTERS

The validity of the Bonds and certain other legal matters are subject to the approving opinion of
Stradling Yocca Carlson & Rauth, a Professional Corporation, Newport Beach, California, Bond Counsel. A
complete copy of the proposed form of Bond Counsel opinion is contained in Appendix D hereto. Certain
additional matters will be passed upon by Stradling Yocca Carlson & Rauth, a Professional Corporation, as
Disclosure Counsel to the District. Certain legal matters will be passed upon for the District by its counsel, for
the Underwriter by Nixon Peabody LLP, Los Angeles, California and for the Trustee by its counsel. Bond
Counsel has not undertaken any responsibility to the owners of the Bonds for the accuracy, completeness or
fairness of this Official Statement or other offering materials relating to the Bonds, and expresses no opinion
relating thereto.

LITIGATION

To the best knowledge of the District there is no action, suit or proceeding known to be pending or
threatened, restraining or enjoining the execution and delivery or the issuance of the Bonds, or the execution
and delivery of the Trust Agreement, or in any way contesting or affecting the validity of any of the foregoing
or any proceedings of the District taken with respect to any of the foregoing.

RATINGS
S&P Global Ratings, a Standard & Poor’s Financial Services LLC Business (“S&P”) has assigned the
rating of " to the Bonds. An explanation of the significance and status of such rating may be obtained
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from S&P. There is no assurance that such rating will continue for any given period of time or that it will not
be revised or withdrawn entirely by any of S&P, if in its judgment, circumstances so warrant. A revision or
withdrawal of any rating for the Bonds could have an effect on the market prices and marketability of the
Bonds. The District cannot predict the timing or impact of future actions by S&P.

FINANCIAL STATEMENTS OF THE DISTRICT

Included herein as Appendix A are the audited financial statements of the District as of and for the
year ended June 30, 2019, together with the report thereon dated March 11, 2020 of Nigro & Nigro, PC,
Murrieta, California (the “Auditor”). The Auditor has not undertaken to update the audited financial
statements of the District or its report or to take any action intended or likely to elicit information concerning
the accuracy, completeness or fairness of the statements made in this Official Statement, and no opinion is
expressed by the Auditor with respect to any event subsequent to its report dated March 11, 2020.

CONTINUING DISCLOSURE

Pursuant to a Continuing Disclosure Certificate (the “Disclosure Certificate”), the District has agreed
to provide, or cause to be provided, certain annual financial and operating data, including its audited financial
statements and certain of the information found in this Official Statement by no later than April | of each year
commencing April 1, 2021, to the Municipal Securities Rulemaking Board’s Electronic Municipal Market
Access platform (EMMA). Additionally pursuant to the Disclosure Certificate, the District has agreed to
provide, or cause to be provided, notice of certain enumerated events in a timely manner not in excess of ten
(10) business days from the occurrence of the event. For a detailed description of the District’s responsibilities

under the Disclosure Certificate see APPENDIX E—"FORM OF CONTINUING DISCLOSURE
CERTIFICATE.”

[The District has not previously entered into a prior continuing disclosure undertaking.]
UNDERWRITING

The Bonds are being purchased by Brandis Tallman LLC, as Underwriter. The Underwriter has
agreed to purchase the Bonds at a purchase price of § (representing the principal amount of the
Bonds less an underwriting discount of $ ). The Bond Purchase Agreement with respect to the
Bonds provides that the Underwriter will purchase all of the Bonds, if any are purchased. The obligation of the

Underwriter to accept delivery of the Bonds is subject to certain conditions contained in such Bond Purchase
Agreement.

The Bonds are offered for sale at the initial prices stated on the inside cover page of this Official
Statement, which may be changed from time to time by the Underwriter. The Bonds may be offered and sold
to certain dealers at prices lower than the public offering prices.

MUNICIPAL ADVISOR

The District has retained NHA Advisors, LLC, San Rafael, California, as Municipal Advisor for the
sale of the Bonds. The Municipal Advisor is not obligated to undertake, and has not undertaken to make, an
independent verification or to assume any responsibility for the accuracy. completeness or fairness of the
information contained in this Official Statement.

MISCELLANEOUS
The foregoing and subsequent summaries or descriptions of provisions of the Bonds and the Trust

Agreement and all references to other materials not purporting to be quoted in full, are only brief outlines of
some of the provisions thereof. Reference is made to said documents for full and complete statements of the
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provisions of such documents. The appendices attached hereto are a part of this Official Statement. Copies of
the Trust Agreement, in reasonable quantity, may be obtained during the offering period from the Underwriter
and thereafter upon request to the principal corporate trust office of the Trustee. Any statements made in this
Official Statement involving matters of opinion or estimates, whether or not so expressly stated, are set forth as
such and not as representations of fact, and no representation is made that any of the estimates will be realized.

The execution and delivery of this Official Statement has been duly authorized by the District. This
Official Statement is not to be construed as a contract or an agreement between the District and the purchasers
or owners of any of the Bonds.

NORTH COUNTY FIRE PROTECTION DISTRICT

By:

Fire Chief/CEO
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APPENDIX A

THE NORTH COUNTY FIRE PROTECTION DISTRICT AUDITED FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2019
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APPENDIX B

ECONOMIC AND DEMOGRAPHIC INFORMATION
REGARDING THE FALLBROOK AREA AND THE COUNTY OF SAN DIEGO

This appendix sets forth general economic and demographic information in and about the census
designated place known as Fallbrook (“Fallbrook”) including information with respect to its finances. The
Jfollowing information concerning Fallbrook, County of San Diego (the “County”) and the State of California
(the “State”) is included only for general background purposes and neither the District nor the Underwriter
guarantees the accuracy or completeness of this information and has not independently verified such

information. It is not intended to suggest that the Bonds are payable from any source identified in this
Appendix.

The COVID-19 outbreak is ongoing, and the duration and severity of the outbreak, and the economic
and other impacts of actions that may be taken by governmental authorities to contain the outbreak or to treat
its impact, are developing and uncertain. The information set forth in this Appendix B predates the outbreak of

the COVID-19 pandemic and should not be relied upon as representative of the current demographics within
the District.

Population

The following chart shows the population for the County and the State from 2015 through 2019.

POPULATION
For Years 2014 through 2018

Year County of State of

(January 1) San Diego California
2015 3,267,992 38,952,462
2016 3,287,279 39,214,803
2017 3,309,626 39,504,609
2018 3,333,128 39,740,508
2019 3,351,786 39,927,315

Source: State of California. Department of Finance. E-4 Population Estimates for Cities. Counties and the State. 2011-2019.

with 2000 Benchmark. Sacramento. California. May 2019.

Personal Income

Personal income is the income that is received by all persons from all sources. It is calculated as the
sum of wage and salary disbursements, supplements to wages and salaries, proprietors’ income with inventory
valuation and capital consumption adjustments, rental income of persons with capital consumption adjustment,

personal dividend income, personal interest income, and personal current transfer receipts, less contributions
for government social insurance.

The personal income of an area is the income that is received by, or on behalf of, all the individuals

who live in the area; therefore, the estimates of personal income are presented by the place of residence of the
income recipients.
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Total personal income in the County increased by 54% between 2007 and 2018. The following table

summarizes personal income for the County for 2007 through 2018.

Year

2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018

PERSONAL INCOME
San Diego County

(Dollars in Thousands)

2007-2018

$133,272,764
136,390,559
131,877,187
136,969,778
145,975,037
153,367,801
159,145,662
169,747,904
179,970,974
186,440,274
193,199,828
205,236,393

San Diego County

Source: U.S. Department of Commerce. Bureau of Economic Analysis.

Annual

Percent Change

N/A
2.3%

2.3)
3.9
6.6
5.1
3.8
6.7
6.0
3.6
3.6
6.2

The following table summarizes per capita personal income for the County, California and the United
States for 2007-2018. This measure of income is calculated as the personal income of the residents of the area

divided by the resident population of the area.

Year

2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018

PER CAPITA PERSONAL INCOME
San Diego County, State of California and the United States

2006-2017
San Diego County California
$44,786 $43,629
45,131 43,890
43,080 42,044
44,137 43,636
46,528 46,175
48,302 48,813
49,559 49,303
52,214 52,363
54,801 55,808
56,322 57,801
58,097 60,219
61,386 63,711

Source: U.S. Department of Commerce. Bureau of Economic Analysis.

4814-6384-1976v9/200886-0001

B-2

United States

$39,844
40,904
39,284
40,547
42,739
44,605
44,860
47,071
48,994
49,890
51,910
54,526
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Employment

The following table summarizes the labor force, employment and unemployment figures over the past
five years for Fallbrook, the County, the State of California and the nation as a whole.

LABOR FORCE, EMPLOYMENT AND UNEMPLOYMENT
Yearly Average for Years 2015 through 2019

Unemployment
Year and Area Labor Force Employment” Unemployment? Rate (%)
2015
Fallbrook 13,900 13,200 700 4.8%
San Diego County 1,548,600 1,468,100 80,500 5.2
State of California 18,828,800 17,660,700 1,168,100 6.2
United States 157,130,000 148,834,000 8,296,000 5.3
2016
Fallbrook 14,000 13,400 600 4.4%
San Diego County 1,563,000 1,489,100 73,900 4.7
State of California 19,021,200 17,980,100 1,041,100 5.5
United States® 159,187,000 151,436,000 7,751,000 4.9
2017
Fallbrook 14,100 13,600 500 3.7%
San Diego County 1,572,800 1,509,600 63,200 4.0
State of California 19,176,400 18,257,100 919,300 4.8
United States'® 160,320,000 153,337,000 6,982,000 4.4
2018
Fallbrook 14,200 13,800 400 3.1%
San Diego County 1,581,500 1,528,100 53,500 3.4
State of California 19,280,800 18,460,700 820,100 4.3
United States(¥ 162,075,000 155,761,000 6,314,000 3.9
2019
Fallbrook 14,300 13,900 400 3.0%
San Diego County 1,590,600 1,539,900 50,700 3.2
State of California 19,411,600 18,627,400 784,200 4.0
United States™® 163,539,000 157,538,000 6,001,000 3.7

™ Includes persons involved in labor-management trade disputes.

(2)

Includes all persons without jobs who are actively seeking work.

¥ The unemployment rate is computed from unrounded data: therefore. it may differ from rates computed from rounded

figures in this table.

Not strictly comparable with data for prior years.

Note: Data is not seasonally adjusted.

Source: California Employment Development Department. based on March 2019 benchmark and U.S. Department of Labor.
Bureau of Labor Statistics.

)
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The table below summarizes employment by industry in San Diego Carlsbad MSA from 2015 to
2019. Service Providing, Professional and Business Services and Government are the largest employment

sectors in San Diego Carlsbad MSA.

Total Farm
Total Nonfarm
Total Private
Goods Producing
Natural Resources and Mining
Construction
Manufacturing
Service Providing
Trade. Transportation and Utilities
Wholesale Trade
Retail Trade
Transportation. Warehousing and
Utilities
[nformation
Financial Activities
Professional and Business Services
Educational and Health Services
Leisure and Hospitality
Other Services
Government
Total. All Industries

SAN DIEGO CARLSBAD MSA
(SAN DIEGO COUNTY)
Annual Average Industry Employment 2015-2019

2015 2016 2017
9.100 8.900 8,700
1.384.800 1.422.600 1.452.200
1.147.700 1.180.300 1.205.900
176.800 185.000 189.200
300 300 300
69.900 76.300 79.800
106.600 108.400 109.400
1,208,000 1.237.600 1.263.000
219.300 220.900 224,700
44.100 43.700 43.800
146.800 147.500 149.000
28.400 29.700 32.000
23.400 23.200 23.400
71,400 73.000 74.600
229,500 234.700 239.000
192,700 198.700 204.300
182.400 190.400 195.600
53.200 54.400 55.000
236,200 242.200 246,300
1.393.900 1.431.500 1,460.900

2018 2019
9.300 9.600
1.482.200 1.503.900
1.234.100 1.254.200
196.400 199.500
400 400
84,000 84.400
112.300 115,100
1.285.800 1.304.400
225,100 224.000
43.800 44.200
148.000 145.400
33.300 34.400
28.400 29.800
76,000 76.400
248,900 256.600
208.900 216.000
199.600 202.400
55,500 55,800
248,100 249.600
1.491.400 1.513.500

Note:  The "Total. All Industries™ data is not directly comparable to the employment data found herein.
Source: State of California. Employment Development Department. Labor Market Information Division. San Diego-Carlsbad

MSA Annual Average Labor Force and Industry Employment. March 2019 Benchmark.

4814-6384-1976v9/200886-0001

B-4

May 26, 2020 - Regular Board Meeting

Page —183



Industry
The following tables show the largest employers located in the County as of Fiscal Year 2018:
COUNTY OF SAN DIEGO
PRINCIPAL EMPLOYERS
As of June 30, 2018

Percentage of

Number of Total City
Rank Name of Company Employees Employment
1. University of California, San Diego 34,448 2.26%
2. Naval Base San Diego 34,185 2.24
3. Sharp Health Care 18,364 1.20
4. County of San Diego 17,413 1.14
5. Scripps Health 14,941 0.98
6. San Diego Unified School District 13,815 0.91
7. Qualcomm Inc. 11,800 0.77
8. City of San Diego 11,462 0.75
9. Kaiser Permanente 9,606 0.63
10. UC San Diego Health 8,932 0.59

) Data for Fiscal Year 2019 not yet available as of publication date. Data shown is for the most recently available information.
Source: County of San Diego Comprehensive Annual Financial Report for the vear ending June 30. 2019.

Commercial Activity

The following table summarizes the annual volume of taxable transactions within the County for the
years 2014 through 2018.

ANNUAL TAXABLE SALES
2014 through 2018
San Diego County
(Dollars in Thousands)

Retail Stores

Taxable Total Taxable
Year Retail Permits Transactions Total Permits Transactions
2014 59,705 $37,257,495 86,671 $52,711,639
2015 58,740 38,521,521 95,480 54,717,543
2016 58,391 39,089,506 95,326 55,921,010
2017 59,798 40,371,714 97,412 57,551,359
2018 59,836 41,886,824 100,674 59,041,041

Note: Beginning in 2013. the outlet counts in these reports show the number of outlets that were active during the reporting

period. Retailers that operate part-time are now tabulated with store retailers. Industry-level data for 2015 are not comparable to
that of prior years.

Source:  “Taxable Sales in California (Sales & Use Tax)."” California State Board of Equali-ation.
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APPENDIX C

SUMMARY OF CERTAIN PROVISIONS OF THE TRUST AGREEMENT
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APPENDIX D

FORM OF BOND COUNSEL OPINION
[Date of Delivery]

Board of Directors
North County Fire Protection District
Fallbrook, California

Re: ) North County Fire Protection District 2020 Taxable Pension Obligation Bonds

Ladies and Gentlemen:

We have examined certified copies of proceedings of the North County Fire Protection District (the
“District”) relative to the issuance and sale by the District of its 2020 Taxable Pension Obligation Bonds, in
the aggregate principal amount of $ (the “Bonds”), and such other information and documents as
we consider necessary to render this opinion.

The Bonds have been issued pursuant to the authority contained in Articles 10 and 11 of Chapter 3 of
Division 2 of Title 5 of the Government Code of the State of California, as now in effect and as it may from
time to time hereafter be amended or supplemented, and the Trust Agreement, dated as of |, 2020
(the “Trust Agreement”), by and between the District and U.S. Bank National Association, as trustee (the
“Trustee™). The Bonds have been issued for the purpose of refunding the District’s obligations to the Public
Employees Retirement System (“PERS’) evidenced by the contract between the Board of Administration of
CalPERS and the Board of Directors of the District, effective July 1, 1948, as such contract has been amended
from time-to-time (as amended, the “CalPERS Contract”) to pay unamortized, unfunded accrued liability with
respect to pension benefits under the Public Employee’s Retirement Law, constituting Part 3 of Division 5 of
Title 2 of the California Government Code (the “*Retirement Law™). In such connection, we have reviewed the
Trust Agreement, certificates of the District, the Trustee, and others, opinions of counsel to the District and
counsel to the Trustee, and such other documents, opinions and matters to the extent we deemed necessary to
render the opinions set forth herein. In rendering this opinion, we have relied upon certain representations of
fact and certifications made by the District, the initial purchasers of the Bonds and others. We have not

undertaken to verify through independent investigation the accuracy of the representations and certifications
relied upon by us.

The opinions expressed herein are based upon our analysis and interpretation of existing statutes,
regulations, rulings and judicial decisions, and cover certain matters not directly addressed by such authorities.
The opinions expressed herein may be affected by actions taken (or not taken) or events occurring (or not
occurring) after the date hereof. We have not undertaken to determine, or to inform any person, whether any

such actions or events are taken or do occur. Our engagement as to the Bonds terminates as of the date of
issuance of the Bonds.

The Bonds are dated the date hereof, and mature on the dates and bear interest at the rates per annum
set forth in the Trust Agreement. The Bonds are registered bonds in the forms set forth in the Trust
Agreement, redeemable in the amounts, at the times and in the manner provided for in the Trust Agreement.
All terms not defined herein have the meanings ascribed to those terms in the Trust Agreement.

Based upon our examination of all of the foregoing, and in reliance thereon and on all matters of fact

as we deem relevant under the circumstances, and upon consideration of applicable laws, we are of the opinion
that:
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1. The Trust Agreement has been duly authorized, executed and delivered by the District and,
assuming due authorization, execution and delivery by the Trustee, constitutes the valid and binding obligation
of the District enforceable in accordance with its terms.

2. The Bonds have been duly authorized and issued by the District and are valid and binding
obligations of the District enforceable in accordance with their terms. The Bonds do not constitute a debt of
the District, the State of California or any political subdivision thereof within the meaning of any constitutional
or statutory debt limit or restriction, and do not constitute an obligation for which the District, the State of
California or any political subdivision thereof is obligated to levy or pledge any form of taxation or for which

the District, the State of California or any political subdivision thereof has levied or pledged any form of
taxation.

3. Upon issuance and authentication of the Bonds in accordance with the Trust Agreement, the
Bonds will be entitled to the benefits of the Trust Agreement.

4, Interest on the Bonds is exempt from California personal income tax.

The opinions expressed in paragraphs (1) and (2) above are limited by applicable bankruptcy,
insolvency, reorganization, moratorium, fraudulent conveyance or similar laws affecting the enforcement of
creditors rights generally, by equitable principles, by the exercise of judicial discretion in appropriate cases and
by the limitations on legal remedies against cities in the State of California. We express no opinion with
respect to any indemnification, contribution, choice of law, choice of forum or waiver provisions contained in
the Trust Agreement.

Except as expressly set forth in paragraph (4) above, we express no opinion regarding any tax
consequences with respect to the Bonds.

We are admitted to the practice of law only in the State of California and our opinion is limited to
matters governed by the laws of the State of California and federal law. We assume no responsibility with
respect to the applicability or the effect of the laws of any other jurisdiction.

We express no opinion herein as to the accuracy, completeness or sufficiency of the Official
Statement relating to the Bonds or other offering material relating to the Bonds and expressly disclaim any
duty to advise the owners of the Bonds with respect to matters contained in the Official Statement.

Respectfully submitted
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APPENDIX E

FORM OF CONTINUING DISCLOSURE CERTIFICATE

This CONTINUING DISCLOSURE CERTIFICATE (this “Disclosure Certificate™) is executed and
delivered by the North County Fire Protection District (the “District™) in connection with the execution and
delivery of the above-referenced bonds (the “Bonds”). The Bonds are being issued pursuant to a Trust

Agreement dated as of 1, 2020 (the “Trust Agreement™), by and between the District and U.S. Bank
National Association as trustee.

The District covenants and agrees as follows:
Section 1. Purpose of the Disclosure Certificate. This Disclosure Certificate is being executed and

delivered by the District for the benefit of the holders and beneficial owners of the Bonds and in order to assist
the Participating Underwriter in complying with S.E.C. Rule 15¢2-12(b)(5).

Section 2. Definitions. In addition to the definitions set forth above and in the Trust Agreement,
which apply to any capitalized term used in this Disclosure Certificate unless otherwise defined in this Section
2, the following capitalized terms shall have the following meanings:

“Annual Report” means any Annual Report provided by the District pursuant to, and as described in,
Sections 3 and 4 of this Disclosure Certificate.

“Annual Report Date” means April 1 of each year.,

“Dissemination Agent” means, initially, NHA Advisors, LLC, or any successor Dissemination Agent
designated in writing by the District and which has filed with the District a written acceptance of such
designation.

“Listed Events” means any of the events listed in Section 5(a) of this Disclosure Certificate.

“MSRB” means the Municipal Securities Rulemaking Board, which has been designated by the
Securities and Exchange Commission as the sole repository of disclosure information for purposes of the Rule,
or any other repository of disclosure information that may be designated by the Securities and Exchange

Commission as such for purposes of the Rule in the future.

“Official Statement” means the final official statement executed by the District in connection with the
issuance of the Bonds.

“Participating Underwriter” means Brandis Tallman LLC, the original underwriter of the Bonds
required to comply with the Rule in connection with offering of the Bonds.

“Rule” means Rule 15c2-12(b)(5) adopted by the Securities and Exchange Commission under the
Securities Exchange Act of 1934, as it may be amended from time to time.

Section 3. Provision of Annual Reports.

(a) The District shall, or shall cause the Dissemination Agent to, not later than the Annual Report
Date, commencing April 1, 2021 with the report for the 2019-20 fiscal year, provide to the MSRB, in an
electronic format as prescribed by the MSRB, an Annual Report that is consistent with the requirements of
Section 4 of this Disclosure Certificate. Not later than 15 Business Days prior to the Annual Report Date, the
District shall provide the Annual Report to the Dissemination Agent (if other than the District). If by 15
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Business Days prior to the Annual Report Date the Dissemination Agent (if other than the District) has not
received a copy of the Annual Report, the Dissemination Agent shall contact the District to determine if the
District is in compliance with the previous sentence. The Annual Report may be submitted as a single
document or as separate documents comprising a package, and may include by reference other information as
provided in Section 4 of this Disclosure Certificate. The audited financial statements of the District may be
submitted separately from the balance of the Annual Report, and later than the Annual Report Date, if not
available by that date. If the District’s fiscal year changes, it shall give notice of such change in the same
manner as for a Listed Event under Section 5(c). The District shall provide a written certification with each
Annual Report furnished to the Dissemination Agent to the effect that such Annual Report constitutes the
Annual Report required to be furnished by the District hereunder.

(b) If the District does not provide (or cause the Dissemination Agent to provide) an Annual
Report by the Annual Report Date, the District shall provide (or cause the Dissemination Agent to provide) in
a timely manner to the MSRB, in an electronic format as prescribed by the MSRB, a notice in substantially the
form attached as Exhibit A.

(c) With respect to each Annual Report, the Dissemination Agent shall:

@ determine each year prior to the Annual Report Date the then-applicable rules and
electronic format prescribed by the MSRB for the filing of annual continuing disclosure reports; and

(ii) if the Dissemination Agent is other than the District, file a report with the District
certifying that the Annual Report has been provided pursuant to this Disclosure Certificate, and stating the date
it was provided.

Section 4. Content of Annual Reports. The Annual Report shall contain or incorporate by reference
the following:

(a) The District’s audited financial statements prepared in accordance with generally accepted
accounting principles as promulgated to apply to governmental entities from time to time by the Governmental
Accounting Standards Board. If the District’s audited financial statements are not available by the Annual
Report Date, the Annual Report shall contain unaudited financial statements in a format similar to the financial
statements contained in the final Official Statement, and the audited financial statements shall be filed in the
same manner as the Annual Report when they become available.

(b) To the extent not contained in the audited financial statements filed pursuant to the preceding
subsection (a) by the date required by Section 3 hereof, updates of:

(i) Table 2 in the Official Statement (provided, however, that only the columns showing
the adopted budget and the audited actuals for the fiscal year prior to the year in which the Annual Report is
filed is required to be updated); and

(ii) Tables 3, 4, 5, 7 and 9 in the Official Statement (provided that only the information
for the most recent year for which such information is available is required to be provided).

(©) In addition to any of the information expressly required to be provided under this Disclosure
Certificate, the District shall provide such further material information, if any, as may be necessary to make the
specifically required statements, in the light of the circumstances under which they are made, not misleading.

(d) Any or all of the items listed above may be included by specific reference to other documents,
including official statements of debt issues of the District or related public entities, which are available to the
public on the MSRB’s Internet web site or filed with the Securities and Exchange Commission. The District
shall clearly identify each such other document so included by reference.

E-2
4814-6384-1976v9/200886-0001

May 26, 2020 — Regular Board Meeting Page —-189



(e) Financial information relating to the District referenced in Section 4(b) may be updated from
time to time, and such updates may involve displaying data in a different format or table or eliminating data
that is no longer available.

Section 5. Reporting of Significant Events.

(a) The District shall give, or cause to be given, notice of the occurrence of any of the following
Listed Events with respect to the Bonds:

) Principal and interest payment delinquencies.

2) Non-payment related defaults, if material.

3) Unscheduled draws on debt service reserves reflecting financial difficulties.

4) Unscheduled draws on credit enhancements reflecting financial difficulties.

) Substitution of credit or liquidity providers, or their failure to perform.

6) Adverse tax opinions, the issuance by the Internal Revenue Service of proposed or

final determinations of taxability, Notices of Proposed Issue (IRS Form 5701-TEB)
or other material notices or determinations with respect to the tax status of the Bonds,
or other material events affecting the tax status of the Bonds.

@) Modifications to rights of Bond holders, if material.
(8) Bond calls, if material, and tender offers.
) Defeasances.

(10)  Release, substitution, or sale of property securing repayment of the securities, if
material.

(11)  Rating changes.
(12)  Bankruptcy, insolvency, receivership or similar event of the obligated person.

(13)  The consummation of a merger, consolidation, or acquisition involving the obligated
person, or the sale of all or substantially all of the assets of the obligated person
(other than in the ordinary course of business), the entry into a definitive agreement
to undertake such an action. or the termination of a definitive agreement relating to
any such actions, other than pursuant to its terms, if material.

(14)  Appointment of a successor or additional trustee or the change of name of a trustee,
if material.

(15)  Incurrence of a financial obligation of the obligated person, if material, or agreement
to covenants, events of default, remedies, priority rights, or other similar terms of a

financial obligation of the obligated person, any of which affect Bond holders, if
material.
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(16) Default, event of acceleration, termination event, modification of terms, or other
similar events under the terms of a financial obligation of the District or an obligated
person, any of which reflect financial difficulties.

(b) Whenever the District obtains knowledge of the occurrence of a Listed Event, the District
shall, or shall cause the Dissemination Agent (if not the District) to, file a notice of such occurrence with the
MSRB, in an electronic format as prescribed by the MSRB, in a timely manner not in excess of 10 business
days after the occurrence of the Listed Event. Notwithstanding the foregoing, notice of a Listed Event
described in subsection (a)(8) above need not be given under this subsection any earlier than the notice (if any)
of the underlying event is given to holders of affected Bonds under the Trust Agreement.

(c) The District acknowledges that the events described in subparagraphs (a)(2), (a)(7), (a)(8) (if
the event is a bond call), (a)(10), (a)(13), (a)(14) and (a)(15) of this Section 5 contain the qualifier “if material”
and that subparagraph (a)(6) also contains the qualifier “material” with respect to certain notices,
determinations or other events affecting the tax status of the Bonds. The District shall cause a notice to be
filed as set forth in paragraph (b) above with respect to any such event only to the extent that it determines the
event’s occurrence is material for purposes of U.S. federal securities law. Whenever the District obtains
knowledge of the occurrence of any of these Listed Events, the District will as soon as possible determine if
such event would be material under applicable federal securities law. If such event is determined to be
material, the District will cause a notice to be filed as set forth in paragraph (b) above.

(d) For purposes of this Disclosure Certificate, any event described in paragraph (a)(12) above is
considered to occur when any of the following occur: the appointment of a receiver, fiscal agent, or similar
officer for the District in a proceeding under the United States Bankruptcy Code or in any other proceeding
under state or federal law in which a court or governmental authority has assumed jurisdiction over
substantially all of the assets or business of the District, or if such jurisdiction has been assumed by leaving the
existing governing body and officials or officers in possession but subject to the supervision and orders of a
court or governmental authority, or the entry of an order confirming a plan of reorganization, arrangement, or
liquidation by a court or governmental authority having supervision or jurisdiction over substantially all of the
assets or business of the District.

(e) For purposes of the events identified in paragraphs (a)(15) and (a)(16) above, the term
“financial obligation” means a (i) debt obligation; (ii) derivative instrument entered into in connection with, or
pledged as security or a source of payment for, an existing or planned debt obligation; or (iii) guarantee of (i)
or (ii). The term financial obligation shall not include municipal securities as to which a final official
statement has been provided to the MSRB consistent with the Rule.

Section 6. Identifying Information for Filings with the MSRB. All documents provided to the MSRB
under the Disclosure Certificate shall be accompanied by identifying information as prescribed by the MSRB.

Section 7. Termination of Reporting Obligation. The District’s obligations under this Disclosure
Certificate shall terminate upon the legal defeasance, prior redemption or payment in full of all of the Bonds. If
such termination occurs prior to the final maturity of the Bonds, the District shall give notice of such
termination in the same manner as for a Listed Event under Section 5(c).

Section 8. Dissemination Agent. The District may, from time to time, appoint or engage a
Dissemination Agent to assist it in carrying out its obligations under this Disclosure Certificate, and may
discharge any Dissemination Agent, with or without appointing a successor Dissemination Agent. The initial
Dissemination Agent shall be NHA Advisors, LLC. Any Dissemination Agent may resign by providing 30
days’ written notice to the District.
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Section 9. Amendment; Waiver. Notwithstanding any other provision of this Disclosure Certificate,
the District may amend this Disclosure Certificate, and any provision of this Disclosure Certificate may be
waived, provided that the following conditions are satisfied:

(a) if the amendment or waiver relates to the provisions of Sections 3(a), 4 or 5(a), it may only be
made in connection with a change in circumstances that arises from a change in legal requirements, change in
law, or change in the identity, nature, or status of an obligated person with respect to the Bonds, or type of
business conducted;

(b) the undertakings herein, as proposed to be amended or waived, would, in the opinion of
nationally recognized bond counsel, have complied with the requirements of the Rule at the time of the
primary offering of the Bonds, after taking into account any amendments or interpretations of the Rule, as well
as any change in circumstances; and

(©) the proposed amendment or waiver either (i) is approved by holders of the Bonds in the
manner provided in the Trust Agreement for amendments to the Trust Agreement with the consent of holders,
or (ii) does not, in the opinion of nationally recognized bond counsel, materially impair the interests of the
holders or beneficial owners of the Bonds.

If the annual financial information or operating data to be provided in the Annual Report is amended
pursuant to the provisions hereof, the first Annual Report filed pursuant hereto containing the amended
operating data or financial information shall explain, in narrative form, the reasons for the amendment and the
impact of the change in the type of operating data or financial information being provided.

[f an amendment is made to this Disclosure Certificate modifying the accounting principles to be
followed in preparing financial statements, the Annual Report for the year in which the change is made shall
present a comparison between the financial statements or information prepared on the basis of the new
accounting principles and those prepared on the basis of the former accounting principles. The comparison
shall include a qualitative discussion of the differences in the accounting principles and the impact of the
change in the accounting principles on the presentation of the financial information, in order to provide
information to investors to enable them to evaluate the ability of the District to meet its obligations. To the
extent reasonably feasible, the comparison shall be quantitative.

A notice of any amendment made pursuant to this Section 9 shall be filed in the same manner as for a
Listed Event under Section 5(c).

Section 10. Additional Information. Nothing in this Disclosure Certificate shall be deemed to prevent
the District from disseminating any other information, using the means of dissemination set forth in this
Disclosure Certificate or any other means of communication, or including any other information in any Annual
Report or notice of occurrence of a Listed Event, in addition to that which is required by this Disclosure
Certificate. If the District chooses to include any information in any Annual Report or notice of occurrence of
a Listed Event in addition to that which is specifically required by this Disclosure Certificate, the District shall
have no obligation under this Disclosure Certificate to update such information or include it in any future
Annual Report or notice of occurrence of a Listed Event.

Section 11. Default. If the District fails to comply with any provision of this Disclosure Certificate,
the Participating Underwriter or any holder or beneficial owner of the Bonds may take such actions as may be
necessary and appropriate, including seeking mandate or specific performance by court order, to cause the
District to comply with its obligations under this Disclosure Certificate. A default under this Disclosure
Certificate shall not be deemed an Event of Default under the Trust Agreement, and the sole remedy under this
Disclosure Certificate in the event of any failure of the District to comply with this Disclosure Certificate shall
be an action to compel performance.
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Section 12. Duties, Immunities and Liabilities of Dissemination Agent.

(a) The Dissemination Agent shall have only such duties as are specifically set forth in this
Disclosure Certificate, and the District agrees to indemnify and save the Dissemination Agent, its officers,
directors, employees and agents, harmless against any loss, expense and liabilities which they may incur
arising out of or in the exercise or performance of its powers and duties hereunder, including the costs and
expenses (including attorneys’ fees) of defending against any claim of liability, but excluding liabilities due to
the Dissemination Agent’s negligence or willful misconduct. The Dissemination Agent shall have no duty or
obligation to review any information provided to it by the District hereunder, and shall not be deemed to be
acting in any fiduciary capacity for the District, the Bond holders or any other party. The obligations of the
District under this Section shall survive resignation or removal of the Dissemination Agent and payment of the
Bonds.

(b) The Dissemination Agent shall be paid compensation by the District for its services provided
hereunder in accordance with its schedule of fees as amended from time to time, and shall be reimbursed for
all expenses, legal fees and advances made or incurred by the Dissemination Agent in the performance of its
duties hereunder.

Section 13. Beneficiaries. This Disclosure Certificate shall inure solely to the benefit of the District,
the Dissemination Agent, the Participating Underwriter and the holders and beneficial owners from time to
time of the Bonds, and shall create no rights in any other person or entity.

Section 14. Counterparts. This Disclosure Certificate may be executed in several counterparts, each
of which shall be regarded as an original. and all of which shall constitute one and the same instrument.

Dated: , 2020 NORTH COUNTY FIRE PROTECTION DISTRICT

By:

Fire Chief/CEO

AGREED AND ACCEPTED:

NHA ADVISORS, LLC
as Dissemination Agent

By:

Authorized Officer
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EXHIBIT A

NOTICE OF FAILURE TO FILE ANNUAL REPORT

Name of Issuer: North County Fire Protection District
Name of Issue: North County Fire Protection District 2020 Taxable Pension Obligation Bonds
Date of Issuance: _ _,2020

NOTICE IS HEREBY GIVEN that the District has not provided an Annual Report with respect to the
above-named Bonds as required by the Trust Agreement of Trust, dated as of 1, 2020, by and

between the District and U.S. Bank National Association, as trustee. The District anticipates that the Annual
Report will be filed by

Dated: DISSEMINATION AGENT:

[ ]

By:
Its: _
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APPENDIX F

BOOK-ENTRY SYSTEM

The information in this Appendix F has been provided by DTC for use in securities offering
documents, and neither the District nor the Underwriter takes any responsibility for the accuracy or
completeness thereof. The District cannot give or does give any assurances that DTC, DTC Direct
Participants or DTC Indirect Participants will distribute to the Beneficial Owners either (a) payments of
interest, principal or premium, if any, with respect to the Bonds or (b) certificates representing ownership
interest in or other confirmation of ownership interest in the Bonds, or that they will so do on a timely basis or
that DTC, DTC Direct Participants or DTC Indirect Participants will act in the manner described in this
Official Statement. The current “Rules” applicable to DTC are on file with the Securities and Exchange
Commission and the current “Procedures” of DTC to be followed in dealing with DTC Participants are on file
with DTC.

1. The Depository Trust Company (“DTC™), New York, New York, will act as securities
depository for the Bonds. The Bonds will be issued as fully-registered securities registered in the name of
Cede & Co. (DTC’s partnership nominee) or such other name as may be requested by an authorized
representative of DTC. One fully-registered Bond certificate will be issued for each issue of the Bonds, each
in the aggregate principal amount of such issue, and will be deposited with DTC.

2. DTC, the world’s largest securities depository, is a limited-purpose trust company organized
under the New York Banking Law, a “banking organization” within the meaning of the New York Banking
Law, a member of the Federal Reserve System, a “clearing corporation” within the meaning of the New York
Uniform Commercial Code, and a “clearing agency™ registered pursuant to the provisions of Section 17A of
the Securities Exchange Act of 1934. DTC holds and provides asset servicing for over 3.5 million issues of
U.S. and non-U.S. equity issues, corporate and municipal debt issues, and money market instruments (from
over 100 countries) that DTC’s participants (*Direct Participants”) deposit with DTC. DTC also facilitates the
post-trade settlement among Direct Participants of sales and other securities transactions in deposited
securities, through electronic computerized book-entry transfers and pledges between Direct Participants’
accounts. This eliminates the need for physical movement of securities certificates. Direct Participants
include both U.S. and non-U.S. securities brokers and dealers, banks, trust companies, clearing corporations,
and certain other organizations. DTC is a wholly-owned subsidiary of The Depository Trust & Clearing
Corporation (*"DTCC”). DTCC is the holding company for DTC, National Securities Clearing Corporation
and Fixed Income Clearing Corporation, all of which are registered clearing agencies. DTCC is owned by the
users of its regulated subsidiaries. Access to the DTC system is also available to others such as both U.S. and
non-U.S. securities brokers and dealers, banks, trust companies, and clearing corporations that clear through or
maintain a custodial relationship with a Direct Participant, either directly or indirectly (“Indirect Participants™).
DTC has an S&P Global Ratings rating of AA+. The DTC Rules applicable to its Participants are on file with
the Securities and Exchange Commission. More information about DTC can be found at www.dtcc.com. The
information on such website is not incorporated herein.

3. Purchases of Bonds under the DTC system must be made by or through Direct Participants,
which will receive a credit for the Bonds on DTC’s records. The ownership interest of each actual purchaser
of each Bond (“Beneficial Owner™) is in turn to be recorded on the Direct and Indirect Participants’ records.
Beneficial Owners will not receive written confirmation from DTC of their purchase. Beneficial Owners are,
however, expected to receive written confirmations providing details of the transaction, as well as periodic
statements of their holdings, from the Direct or Indirect Participant through which the Beneficial Owner
entered into the transaction. Transfers of ownership interests in the Bonds are to be accomplished by entries
made on the books of Direct and Indirect Participants acting on behalf of Beneficial Owners. Beneficial
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Owners will not receive certificates representing their ownership interests in the Bonds, except in the event that
use of the book-entry system for the Bonds is discontinued.

4, To facilitate subsequent transfers, all Bonds deposited by Direct Participants with DTC are
registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as may be requested by
an authorized representative of DTC. The deposit of Bonds with DTC and their registration in the name of
Cede & Co. or such other DTC nominee do not affect any change in beneficial ownership. DTC has no
knowledge of the actual Beneficial Owners of the Bonds; DTC’s records reflect only the identity of the Direct
Participants to whose accounts such Bonds are credited, which may or may not be the Beneficial Owners. The

Direct and Indirect Participants will remain responsible for keeping account of their holdings on behalf of their
customers.

5. Conveyance of notices and other communications by DTC to Direct Participants, by Direct
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial Owners
will be governed by arrangements among them, subject to any statutory or regulatory requirements as may be
in effect from time to time. Neither the District nor the Trustee will have any responsibility or obligation to
such Direct Participants and Indirect Participants or the persons for whom they act as nominees with respect to
the Bonds. Beneficial Owners of Bonds may wish to take certain steps to augment the transmission to them of
notices of significant events with respect to the Bonds, such as redemptions, tenders, defaults, and proposed
amendments to the Trust Agreement. For example, Beneficial Owners of Bonds may wish to ascertain that the
nominee holding the Bonds for their benefit has agreed to obtain and transmit notices to Beneficial Owners. In
the alternative, Beneficial Owners may wish to provide their names and addresses to the registrar and request
that copies of notices be provided directly to them.

6. Redemption notices shall be sent to DTC. If less than all of the Bonds within a maturity are
being redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct Participant in
such maturity to be redeemed.

7. Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect
to the Bonds unless authorized by a Direct Participant in accordance with DTC’s MMI Procedures. Under its
usual procedures, DTC mails an Omnibus Proxy to the Trustee as soon as possible after the record date. The
Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to those Direct Participants to whose
accounts the Bonds are credited on the record date (identified in a listing attached to the Omnibus Proxy).

8. Principal and interest payments with respect to the Bonds will be made to Cede & Co., or
such other nominee as may be requested by an authorized representative of DTC. DTC’s practice is to credit
Direct Participants’ accounts upon DTC’s receipt of funds and corresponding detail information from the
Trustee, on payable dates in accordance with their respective holdings shown on DTC’s records. Payments by
Participants to Beneficial Owners will be governed by standing instructions and customary practices, as is the
case with securities held for the accounts of customers in bearer form or registered in “street name,” and will
be the responsibility of such Participant and not of DTC, the District or the Trustee, subject to any statutory or
regulatory requirements as may be in effect from time to time. Payment of principal and interest to Cede & Co.
(or such other nominee as may be requested by an authorized representative of DTC) is the responsibility of
the District or the Trustee, disbursement of such payments to Direct Participants will be the responsibility of

DTC, and disbursement of such payments to the Beneficial Owners will be the responsibility of Direct and
Indirect Participants.

9. DTC may discontinue providing its services as depository with respect to the Bonds at any
time by giving reasonable notice to the District or the Trustee. Under such circumstances, in the event that a
successor depository is not obtained, Bond certificates are required to be printed and delivered.

10. The District may decide to discontinue use of the system of book-entry-only transfers through
DTC (or a successor securities depository). If the District determines not to continue the DTC book-entry only
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system, or DTC discontinues providing its services with respect to the Bonds and the District does not select
another qualified securities depository, the District will deliver physical Bond certificates to the Beneficial
Owners. The Bonds may thereafter be transferred upon the books of the Trustee by the registered owners, in
person or by authorized attorney, upon surrender of Bonds at the Office of the Trustee in Los Angeles,
California, accompanied by delivery of an executed instrument of transfer in a form approved by the Trustee
and upon payment of any charges provided for in the Trust Agreement. Certificated Bonds may be exchanged
for Bonds of other authorized denominations of the same aggregate principal amount and maturity at the
Office of the Trustee in Los Angeles, California, upon payment of any charges provided for in the Trust
Agreement. No transfer or exchange of Bonds will be made by the Trustee during the period between the
record date and the next Interest Payment Date.

THE TRUSTEE, AS LONG AS A BOOK-ENTRY ONLY SYSTEM IS USED FOR THE BONDS,
WILL SEND ANY NOTICE OF REDEMPTION OR OTHER NOTICES TO OWNERS TO ONLY DTC.
ANY FAILURE OF DTC TO ADVISE ANY DTC PARTICIPANT, OR OF ANY DTC PARTICIPANT TO
NOTIFY ANY BENEFICIAL OWNER, OF ANY NOTICE AND ITS CONTENT OR EFFECT WILL NOT
AFFECT THE VALIDITY OR SUFFICIENCY OF THE PROCEEDINGS RELATING TO THE
REDEMPTION OF THE BONDS CALLED FOR REDEMPTION OR OF ANY OTHER ACTION
PREMISED ON SUCH NOTICE.

11. The foregoing description of the procedures and record keeping with respect to beneficial
ownership interests in the Bonds, payment of principal of and interest and other payments with respect to the
Bonds to Direct Participants, Indirect Participants or Beneficial Owners, confirmation and transfer of
beneficial ownership interest in such Bonds and other related transactions by and between DTC, the Direct
Participants, the Indirect Participants and the Beneficial Owners is based solely on information provided by
DTC. Accordingly, no representations can be made concerning these matters and neither the Direct
Participants, the Indirect Participants nor the Beneficial Owners should rely on the foregoing information with
respect to such matters but should instead confirm the same with DTC or the Participants, as the case may be.

SO LONG AS CEDE & CO. IS THE REGISTERED OWNER OF THE BONDS, AS NOMINEE OF
DTC, REFERENCES HEREIN TO THE HOLDERS OF THE BONDS (OTHER THAN UNDER THE
CAPTION “TAX MATTERS” HEREIN) SHALL MEAN CEDE & CO., AS AFORESAID, AND SHALL
NOT MEAN THE BENEFICIAL OWNERS OF THE BONDS.

12. The information in this section concerning DTC and DTC’s book-entry system has been
obtained from sources that the District believes to be reliable, but the District takes no responsibility for the
accuracy thereof.
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NORTH COUNTY FIRE

PROTECTION DISTRICT

ADMINISTRATIVE SERVICES

TO: BOARD OF DIRECTORS
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ISSUANCE OF PENSION OBLIGATION BONDS; APPROVAL OF DEBT
MANAGEMENT PoLicY AND CONTINUING DISCLOSURE PoLicy
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S
NORTH COUNTY FIRE PROTECTION DISTRICT
TAXABLE PENSION OBLIGATION BONDS, SERIES 2020

BOND PURCHASE AGREEMENT
. 2020

North County Fire Protection District
330 South Main Avenue
Fallbrook, California 92028

Ladies and Gentlemen:

The undersigned Brandis Tallman, LLC (the “Underwriter”) offers to enter into this Bond
Purchase Agreement (this “‘Purchase Agreement™) with the North County Fire Protection District
(the “District”), which, upon the acceptance by the District, will be binding upon the District and the
Underwriter. This offer is made subject to acceptance by the District by the execution of this
Purchase Agreement and delivery of the same to the Underwriter prior to 11:59 P.M., California
time, on the date hereof, and, if not so accepted, will be subject to withdrawal by the Underwriter
upon notice delivered to the District at any time prior to the acceptance hereof by the District.
Capitalized terms used herein and not otherwise defined shall have the meanings set forth in the
Trust Agreement (defined herein).

Section 1. Purchase and Sale. Upon the terms and conditions and on the basis of the
representations, warranties and agreements herein set forth, the Underwriter hereby agrees to
purchase from the District, and the District hereby agrees to issue, sell and deliver to the Underwriter
all (but not less than all) of the District of North County Fire Protection District Taxable Pension
Obligation Bonds, Series 2020 (the “Bonds™) in the aggregate principal amount of $ . The
Bonds shall be dated as of their date of delivery. Interest on the Bonds shall be payable semiannually
on June 1 and December 1 in each year, commencing December 1, 2020 (each an “Interest Payment
Date™) and will bear interest at the rates and on the dates as set forth in Exhibit A hereto. The
purchase price for the Bonds shall be $ (which represents the principal amount of the
Bonds in the amount of $ , less an Underwriter’s discount of $

The Underwriter agrees to make a bona fide public offering of the Bonds at the initial
offering yields set forth in the Official Statement (defined herein); however, the Underwriter reserves
the right to make concessions to dealers and to change such initial offering yields as the Underwriter
shall deem necessary in connection with the marketing of the Bonds. The Underwriter agrees that, in
connection with the public offering and initial delivery of the Bonds to the purchasers thereof from
the Underwriter, the Underwriter will deliver or cause to be delivered to each purchaser a copy of the
final Official Statement prepared in connection with the Bonds, for the time period required under
Rule 15¢2-12 promulgated under the Securities Exchange Act of 1934, as amended (“Rule 15¢2-

12”). Terms defined in the Preliminary Official Statement, and to be set forth in the final Official
Statement are used herein as so defined.
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The District acknowledges and agrees that: (i) the purchase and sale of the Bonds pursuant to
this Purchase Agreement is an arm’s-length commercial transaction between the District and the
Underwriter; (ii) in connection therewith and with the discussions, undertakings and procedures
leading up to the consummation of such transaction, the Underwriter is and has been acting solely as
a principal and is not acting as a municipal advisor (as defined in Section 15B of the Securities
Exchange Act of 1934, as amended), financial advisor or fiduciary; (iii) the Underwriter has not
assumed an advisory or fiduciary responsibility in favor of the District with respect to the offering
contemplated hereby or the discussions, undertakings and procedures leading thereto (irrespective of
whether the Underwriter has provided other services or is currently providing other services to the
District on other matters); (iv) the only obligations the Underwriter has to the District with respect to
the transaction contemplated hereby expressly are set forth in this Purchase Agreement; and (v) the
District has consulted its own financial and/or municipal, legal, accounting, tax, financial and other
advisors, as applicable, to the extent it has deemed appropriate.

Section 2. The Bonds. The Bonds are being issued pursuant to Articles 10 and 11
(commencing with Section 53570) of Chapter 3 of Part 1 of Division 2 of Title 5 of the California
Government Code (the “Refunding Law™) and the Trust Agreement, dated as of 1, 2020
(the “Trust Agreement”), between the District and , as
trustee (together with any successor as trustee under the Trust Agreement, the “Trustee”). The
Bonds shall be obligations of the District payable from any lawfully available funds, shall not be
limited as to payment to any special source of funds of the District and the payment thereof shall not
be subject to appropriation. The Bonds do not constitute an obligation of the District for which the
District is obligated to levy or pledge any form of taxation or for which the District has levied or
pledged any form of taxation. The Bonds otherwise shall be as described in the Preliminary Official
Statement and the Official Statement, the Refunding Law and the Legal Documents. The
Underwriter’s agreement to purchase the Bonds from the District is made in reliance upon the
District’s representations, covenants and warranties and on the terms and conditions set forth in this
Purchase Agreement.

The District is obligated by the Public Employees’ Retirement Law, constituting Part 3 of
Division 5 of Title 2 of the California Government Code (the “Retirement Law”), and the contract
between the Board of Administration of the California Public Employees’ Retirement System
("PERS”), established under Government Code sections 20000 through 21500 of (the “Retirement
Law?”), and the Board of Directors of the District (the “Board of Directors”), effective July 1, 1948
(as amended, the “PERS Contract”), to make contributions to PERS to (a) fund pension benefits for
its employees who are members of PERS, (b) amortize the unfunded actuarial liability with respect to
such pension benefits, and (c) appropriate funds for the purposes described in (a) and (b). The
District participates in two retirement plans (with tiers within such plans) under the PERS Contract.

The proceeds of the Bonds will be used to: (i) refund the District’s obligations to PERS
evidenced by the two retirement plans in which the District participates pursuant to the PERS
Contract and representing the current unfunded accrued liability (the “Unfunded Liability’) with
respect to certain pension benefits under the Retirement Law, and (ii) pay certain costs associated
with the issuance and delivery of the Bonds.

Section 3. Public Offering. The Underwriter agrees to make an initial public offering
of all the Bonds at the public offering prices (or yields) set forth on Exhibit A attached hereto and
incorporated herein by reference. Subsequent to the initial public offering, the Underwriter reserves
the right to change the public offering prices (or yields) as it deems necessary in connection with the
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marketing of the Bonds, provided that the Underwriter shall not change the interest rates set forth on
Exhibit A. The Bonds may be offered and sold to certain dealers at prices lower than such initial
public offering prices.

Section 4. The Official Statement. By its acceptance of this Purchase Agreement, the
District ratifies, confirms and approves of the use and distribution by the Underwriter prior to the
date hereof of the Preliminary Official Statement relating to the Bonds, dated , 2020
(including the cover page, all appendices and all information incorporated therein and any
supplements or amendments thereto and as disseminated in its printed physical form or in electronic
form in all respects materially consistent with such physical form, the “Preliminary Official
Statement”) that the District has deemed “final™ as of its date, for purposes of Rule 15¢2-12 except
for certain omissions permitted to be omitted therefrom by Rule 15c2-12. The District hereby agrees
to deliver or cause to be delivered to the Underwriter, within seven (7) business days of the date
hereof, copies of the final official statement, dated the date hereof, relating to the Bonds (including
all information previously permitted to have been omitted by Rule 15¢2-12, the cover page, all
appendices, all information incorporated therein and any amendments or supplements as have been
approved by the District and the Underwriter (the “Official Statement”)) in such quantity as the
Underwriter shall reasonably request to comply with Rule 15¢2-12(b)(4) and the rules of the
Municipal Securities Rulemaking Board (the “MSRB”). To the extent required by applicable MSRB

Rules, the District hereby confirms that it does not object to distribution of the Official Statement in
electronic form.

Section 5. Closing. At 8:00 a.m., California time, on , 2020, or at such
other time or date as the District and the Underwriter mutually agree upon, the District shall deliver
or cause to be delivered to the Trustee, and the Trustee shall deliver or cause to be delivered through
the facilities of The Depository Trust Company, New York, New York (“DTC”), the Bonds in
definitive form, duly executed and authenticated. Concurrently with the delivery of the Bonds, the
District shall deliver the documents hereinafter mentioned at the offices of Stradling Yocca
Carlson & Rauth, Newport Beach, California (“Bond Counsel”) or another place to be mutually
agreed upon by the District and the Underwriter. The Underwriter will accept such delivery and pay
the purchase price of the Bonds as set forth in Section | hereof by wire transfer in immediately
available funds. This payment for and delivery of the Bonds, together with the delivery of the
aforementioned documents referenced herein, is called the “Closing.”

The Bonds shall be registered in the name of Cede & Co., as nominee of DTC in
denominations of $5,000 and any integral multiple thereof as provided in the Trust Agreement, and
shall be made available to the Underwriter at least one (1) business day before the Closing for
purposes of inspection and packaging. The District acknowledges that the services of DTC will be
used initially by the Underwriter to permit the issuance of the Bonds in book-entry form, and agrees
to cooperate fully with the Underwriter in employing such services.

Section 6. Representations, Warranties and Covenants of the District. The District
represents, warrants and covenants to the Underwriter as follows.

(a) The District is a fire protection district of the State of California (the “State™), duly
organized and validly existing pursuant to the Constitution and laws of the State.

b) The District had full legal right, power and authority to adopt the Resolution, and the
District has, and at the Closing Date will have, full legal right, power and authority (i) to execute and
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deliver the Trust Agreement, the Continuing Disclosure Certificate relating to the Bonds (the
“Continuing Disclosure Certificate”) and this Purchase Agreement (collectively, the “Legal
Documents™), to perform its obligations under the Legal Documents, and has by official action duly
authorized and approved the execution and delivery of, and the performance by the District of the
obligations on its part containe