
 
 
 
 
 
 

 
 

AGENDA 
 

REGULAR MEETING OF THE FINANCE COMMITTEE 
A COMMITTEE OF THE BOARD OF DIRECTORS 

 
Tuesday, February 22, 2022 – 9:00 AM 

 
 

IN AN EFFORT TO PREVENT THE SPREAD OF COVID-19 (CORONAVIRUS), AND IN ACCORDANCE 
WITH THE GOVERNOR’S EXECUTIVE ORDER N-29-20, THERE WILL BE NO PUBLIC LOCATION FOR 

ATTENDING THIS BOARD/COMMITTEE MEETING IN PERSON.  MEMBERS OF THE PUBLIC MAY 
LISTEN TELEPHONICALLY BY CALLING 

THE FOLLOWING NUMBER: 
 

Meeting Information: 
 
Call in number:     1-510-338-9438 
Access Code:  2557 015 1430 
Passcode:   1234 
Meeting Link: https://sangorgoniomemorialhospital-ajd.my.webex.com/sangorgoniomemorialhospital-
ajd.my/j.php?MTID=mb9f092cb1f822080d98b93635bb92988  
 

THE TELEPHONES OF ALL MEMBERS OF THE PUBLIC LISTENING 
IN ON THIS MEETING MUST BE “MUTED”. 

                                                   
             TAB 

 
 
I. Call to Order        E. Ngo 
 
  
II. Public Comment 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Members of the public who wish to comment on any item on the agenda may speak during public comment 
or submit comments by emailing publiccomment@sgmh.org on or before 5:00 PM on Monday, February 21 
2022, which will become part of the committee meeting record. 
 
A five-minute limitation shall apply to each member of the public who wishes to address the Finance 
Committee of the Hospital Board of Directors on any matter under the subject jurisdiction of the Committee.  
A thirty-minute time limit is placed on this section.  No member of the public shall be permitted to “share” 
his/her five minutes with any other member of the public.  (Usually, any items received under this heading 
are referred to staff for future study, research, completion and/or future Committee Action.)  (PLEASE 
STATE YOUR NAME AND ADDRESS FOR THE RECORD.) 
 
On behalf of the San Gorgonio Memorial Hospital Board of Directors, we want you to know that the 
Board/Committee acknowledges the comments or concerns that you direct to this Committee.  While the 
Board/Committee may wish to occasionally respond immediately to questions or comments if appropriate, 
they often will instruct the CEO, or other Administrative Executive personnel, to do further research and 
report back to the Board/Committee prior to responding to any issues raised.  If you have specific questions, 
you will receive a response either at the meeting or shortly thereafter.  The Board/Committee wants to ensure 
that it is fully informed before responding, and so if your questions are not addressed during the meeting, 
this does not indicate a lack of interest on the Board/Committee’s part; a response will be forthcoming.  
 
 
 

https://sangorgoniomemorialhospital-ajd.my.webex.com/sangorgoniomemorialhospital-ajd.my/j.php?MTID=mb9f092cb1f822080d98b93635bb92988
https://sangorgoniomemorialhospital-ajd.my.webex.com/sangorgoniomemorialhospital-ajd.my/j.php?MTID=mb9f092cb1f822080d98b93635bb92988
mailto:publiccomment@sgmh.org


San Gorgonio Memorial Hospital Board of Directors 
Finance Committee – Regular Meeting 
February 22, 2022 
 
OLD BUSINESS 
 
 
III. * Proposed Action – Approval of Minutes     E. Ngo 

• January 25, 2022, regular meeting      A 
 
NEW BUSINESS  
         
 
IV. 2022 General Obligation Refunding Bonds Memorandum   G. Hicks  B 
 
 
V. * Proposed Action – Recommend approval to Hospital Board  G. Hicks  C 

• Resolution No. 2022-03     
(Authorizing the commencement of proceedings in connection with the proposed issuance 
of general obligation refunding bonds and designating a financial advisor, bond counsel 
and a placement agent in connection therewith) 

 ROLL CALL 
 
 
VI. * Proposed Action – Recommend approval to Hospital Board  G. Hicks  D 

• Resolution No. 2022-04     
(Approving the form and authorizing the execution of a deposit and transfer agreement (The  
deposit and transfer agreement, approved by this resolution, is attached as an exhibit to the 
resolution)) 

 ROLL CALL 
 
 
VII. 2022 Revenue Bonds Memorandum     G. Hicks  E 
 
 
VIII. * Proposed Action – Recommend approval to Hospital Board  G. Hicks  F 

• Resolution No. 2022-05     
(Authorizing the commencement of proceedings in connection with the proposed issuance 
of revenue bonds and designating a financial advisor, bond counsel, district counsel and a  
placement agent in connection therewith) 

 ROLL CALL 
 
 
IX. * Proposed Action – Recommend approval to Hospital Board  G. Hicks  G 

• Ordinance No. 2022-01     
(Approving a formal agreement for the sale of San Gorgonio Memorial Healthcare District 
Revenue bonds series 2022A (Federally Taxable) and San Gorgonio Memorial Healthcare 
District revenue bonds series 2022B (The form of bond purchase agreement, approved by  
this resolution, is attached to this email)) 

 ROLL CALL 
 
 
X. Bond Purchase Agreement – Informational     G. Hicks  H 
 
 
XI. * Proposed Action – Recommend approval to Hospital Board  D. Heckathorne I 

• January 2022 Financial Report (Unaudited)     
 ROLL CALL 



San Gorgonio Memorial Hospital Board of Directors 
Finance Committee – Regular Meeting 
February 22, 2022 
 
XII. Future Agenda Items 
 
 
XIII. Next Meeting – March 29, 2022             
 
 
XIV. Adjournment        E. Ngo 
 
 

* Requires Action 
 

 
 
 

 

******************************************** 
Certification of Posting 

 

I certify that on February 18, 2022, I posted a copy of the foregoing agenda near the regular meeting place of the 
Board of Directors of San Gorgonio Memorial Hospital - Finance Committee, and on the San Gorgonio Memorial 

Hospital website said time being at least 72 hours in advance of the regular meeting of the Finance Committee 
(Government Code Section 54954.2). 

 

Executed at Banning, California, on February 18, 2022 

 
Ariel Whitley, Executive Assistant 

In accordance with The Brown Act, Section 54957.5, all public records relating to an agenda item on this agenda are 
available for public inspection at the time the document is distributed to all, or a majority of all, members of the 
Committee.  Such records shall be available at the Hospital office located at 600 N. Highland Springs Avenue, Banning, 
CA 92220 during regular business hours, Monday through Friday, 8:00 am - 4:30 pm. 



 
 
 
 

TAB A 
 



 MINUTES:  Not Yet Approved by 
Committee 

 
REGULAR MEETING OF THE 

SAN GORGONIO MEMORIAL HOSPITAL 
BOARD OF DIRECTORS 

 
 FINANCE COMMITTEE  

Tuesday, January 25, 2022 
 
 

The regular meeting of the San Gorgonio Memorial Hospital Board of Directors Finance Committee was held 
on Tuesday, January 25, 2022.  To prevent the spread of COVID-19 (coronavirus), and in accordance with the 
Governor’s Executive Order N-29-20, there was no public location for attending this committee meeting in 
person.  Committee members, staff members, and members of the public participated telephonically. 
 
 
Members Present: Susan DiBiasi, Ehren Ngo (Chair), Ron Rader, Steve Rutledge, Siri Welch 
 
Members Absent: None 
 
Required Staff: Steve Barron (CEO), Pat Brown (CNO/COO), Daniel Heckathorne (CFO), Ariel Whitley 

(Executive Assistant), Annah Karam (CHRO) 
 
AGENDA ITEM DISCUSSION ACTION / 

FOLLOW-UP 
Call To Order Chair Ngo called the meeting to order at 9:02 am. 

 
 
 

Public Comment 
 

Members of the public who wished to comment on any item on 
the agenda were encouraged to submit comments by emailing 
publiccomment@sgmh.org prior to this meeting.   
 
No public comment emails were received. 
 

 
 

OLD BUSINESS 
 
Proposed Action - 
Approve Minutes 
 
December 28, 2021, 
regular meeting 
 

Ehren Ngo asked for any changes or corrections to the minutes of 
the December 28, 2021, regular meeting. There were none. 

The minutes of the 
December 28, 2021, 
regular meeting 
will stand correct 
as presented. 
 

NEW BUSINESS 

Overview of 
Agenda Items 
 

Dan Heckathorne, CFO, provided a brief written overview of the 
agenda items that will be discussed.  
 

 

mailto:publiccomment@sgmh.org
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AGENDA ITEM DISCUSSION ACTION / 
FOLLOW-UP 

Proposed Action – 
Recommend 
Approval to 
Hospital Board of 
Directors – 
Updated Self Pay 
and Charity Care 
Policy 
 

Dan discussed the changes that have been made to the Self Pay 
and Charity Care Policy. The policy update includes Obstetrical 
Pricing Packages. There were no actual changes to the Charity 
Policy which was adopted on January 4, 2022. 
 
ROLL CALL: 
 
DiBiasi Yes Ngo Yes 
Rader Yes Rutledge Yes 
Welch Yes   
Motion carried.  

 

M.S.C. 
(Rader/Rutledge), 
the SGMH Finance 
Committee voted 
to recommend 
approval of the 
Updated Self Pay 
and Charity Care 
Policy to the 
Hospital Board of 
Directors. 
 

Proposed Action – 
Recommend 
approval to 
Hospital Board to 
adopt Resolution 
No. 2022-01 
regarding 
authorizing the 
execution and 
delivery of a Loan 
and Security 
Agreement, 
Promissory Note, 
and certain actions 
in connection 
therewith for the 
California Health 
Facilities Financing 
Authority 
Nondesignated 
Public Hospital 
Bridge Loan 
Program 
 

Due to the State’s shifting the Supplemental Funding programs 
from a fiscal year to a calendar year, many hospitals are 
experiencing significant cash shortages during this 6 month 
“black-out” period. The District Hospital Leadership Forum team 
has worked with the Legislature to enact a loan program for 
district hospitals that would somewhat help “bridge” this gap. 
Adopting Resolution No. 2022-01 would allow the Hospital to 
complete the two loan applications to address our large cash 
needs to come in Spring.  
 
It was noted that the Finance Committee recommends approval to 
the Hospital Board who will then recommend approval to the 
Healthcare District Board. 
 
ROLL CALL: 
 
DiBiasi Yes Ngo Yes 
Rader Yes Rutledge Yes 
Welch Yes   
Motion carried.  

 

M.S.C. 
(Rutledge/Welch), 
the SGMH Finance 
Committee voted 
to recommend 
approval to adopt 
Resolution No. 
2022-01 regarding 
authorizing the 
execution and 
delivery of a Loan 
and Security 
Agreement, 
Promissory Note, 
and certain actions 
in connection 
therewith for the 
California Health 
Facilities 
Financing 
Authority 
Nondesignated 
Public Hospital 
Bridge Loan 
Program. 
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AGENDA ITEM DISCUSSION ACTION / 
FOLLOW-UP 

Proposed Action – 
Recommend 
Approval to 
Hospital Board of 
Directors - Monthly 
Financial Report 
(Unaudited) – 
December 2021 

Daniel Heckathorne, CFO, reviewed the Unaudited December 
2021 finance report as included in the board packets. 
 
Mr. Heckathorne reported that December had a $5.07M EBIDA 
compared to budgeted earnings of $4.06M. Adjustments and 
unusual items that occurred in December include no IGT Fees 
booked and low inpatient workloads. Adjusted Patient Days, 
Patient Days, and Emergency Visits were under budget while 
Surgeries (93 vs 95) were basically on budget.  He also discussed 
plans for the Hospital to acquire financing to cover the delay in 
the State’s Supplemental Funding programs during the current 
fiscal year and indicated that more information will be 
forthcoming to the Committee and Boards in the near future. 
 
It was noted that approval is recommended to the Hospital Board. 
 
ROLL CALL: 
 
DiBiasi Yes Ngo Yes 
Rader Yes Rutledge Yes 
Welch Yes   
Motion carried.  

 

M.S.C. 
(DiBiasi/Welch), 
the SGMH Finance 
Committee voted 
to recommend 
approval of the 
Unaudited 
December 2021 
Financial report to 
the Hospital Board 
of Directors. 

HFMA Blog/Article 
– Informational 
 

Dan Heckathorne, CFO, included an HFMA blog titled “Hospital 
margins increased in November, but labor expenses remained a 
drag on finances.” 
  

 

Future Agenda 
Items 
 

• Bridge Loan  

Next Meeting The next regular Finance Committee meeting will be held on 
February 22, 2022. 
 

 

Adjournment The meeting was adjourned 10:32 am. 
 

 
 

 
 

 
 

 
Minutes respectfully submitted by Ariel Whitley, Executive Assistant 

In accordance with The Brown Act, Section 54957.5, all reports, and handouts discussed during this Open Session meeting are public 
records and are available for public inspection.  These reports and/or handouts are available for review at the Hospital Administration 
office located at 600 N. Highland Springs Avenue, Banning, CA   92220 during regular business hours, Monday through Friday, 8:00 
am - 4:30 pm. 
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SAN GORGONIO MEMORIAL HEALTHCARE DISTRICT (the “District”) 
 
2022 GENERAL OBLIGATION REFUNDING BONDS MEMORANDUM 
 
TO: Finance Committee, Board of Directors Meetings, CEO and CFO 
 
FROM: Gary Hicks, President, G.L. Hicks Financial, LLC 
 
DATE: February 15, 2022 
 
SUBJECT: 2022 Refunding General Obligation Bonds – March 1, 2022 Board Meeting 
 
On March 1, 2022, the District’s Board of Directors (the “Board”) will be asked to approve Resolution 
No. 2022-03 (the “Initial Resolution”) authorizing certain officers of the District to take steps necessary 
for the issuance of general obligation refunding bonds (the “2022 Refunding GO Bonds”) in an amount 
necessary to provide for the refunding of the District’s outstanding 2014 General Obligation Refunding 
Bonds, (the “2014 Bonds”).  Adoption of this resolution does not give management the authority to 
issue the 2022 Refunding GO Bonds as final authority for issuance of these bonds is not expected to 
be sought until its Board meeting on April 5, 2022, and that approval will be subject to the facts, 
circumstances and conditions that exist at that time.   
 
Information regarding the 2014 Bonds to be refunded is provided below as background information: 
 
   2014  
   Bonds  
 
Original Par Amount   $64,425,000  
Outstanding Par Amount   $57,530,000  
Interest Rate (Average Coupon)   5.04%  
Final Bond Maturity   August 1, 2039  
Use of Funds   Refi 2009 Bonds 
Call Premium   0.00% at Par 
 
We believe that favorable interest rates are currently available that offer the District an opportunity to 
generate significant debt service savings as compared with debt service associated with the 2014 Bonds.  
While interest rates are not determined until the bonds are actually sold, the current interest rate 
environment suggests a possible all-in true interest cost of approximately 3.35% for privately placed 
bonds with a final maturity on August 1, 2039, based upon discussions with the District’s placement 
agent, Piper Sandler.  We will work with Piper Sandler and the District to secure a commitment from one 
or more banks to purchase refunding general obligation “Cinderella” bonds that initially will yield a 
taxable interest rate that will convert to a tax-exempt interest rate within 90 days of the first optional call 
date of the 2014 Bonds.  Without increasing the average weighted maturity of the 2014 Bonds, we 
estimate that total debt service savings over the remaining life of the 2014 Bonds, based on current market 
conditions, to be approximately $5.0 million or approximately $4.0 million on a net present-value basis, 
which equates to approximately 7.00% of the par amount of the 2014 Bonds being refunded.  This 
estimated savings, if achieved, would reduce the District’s debt service on the 2014 Bonds by 
approximately $300,000 annually.  We will evaluate both a private placement and a public offering of the 
2022 Refunding GO Bonds and will work with the District to decide whether a private placement or a 
public offering would generate the greatest amount of savings for the District and its taxpayers. 
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The following summarizes the purpose and general content of the Initial Resolution and the Deposit & 
Transfer Agreement Resolution to be considered for approval by the Board on March 1, 2022. 
 
Initial Resolution No. 2022-03.  The Initial Resolution allows management of the District to move 
forward with the proposed refinancing of its 2014 Bonds and is preliminary to a final resolution planned 
to be considered for approval by the Board on or after its regular meeting of April 5, 2022, subject to the 
facts, circumstances and conditions that exist at that time.  This Initial Resolution describes the use of 
proceeds of the 2022 Refunding GO Bonds, and engages various consultants to provide legal, placement 
agent and financial advisory services the District needs to complete the proposed refinancing.  The Initial 
Resolution authorizes the Chair of the Board, the District’s Chief Executive Officer, its Chief Financial 
Officer, and other appropriate officers and officials of the District to take any and all necessary action 
needed to carry out the intended purposes of this Initial Resolution but it does not commit the District to 
sell bonds.  Requires majority approval. 
 
Deposit & Transfer Agreement Resolution No. 2022-04.  The Deposit & Transfer Agreement 
Resolution, with respect to the proposed issuance of the 2022 Refunding GO Bonds, provides for the flow 
of voter approved ad valorem tax revenues from Riverside County to US Bank, as agent for the District, 
who then transfers the amount needed to BNY Mellon, as paying agent for the District’s outstanding 
general obligation bonds, to make the semi-annual debt service payments to bondholders.  This resolution 
describes how the District’s voter approved ad valorem tax revenues are structured to provide for a flow 
of these revenues that are needed to improve the security for holders of the District’s general obligation 
bonds so that interest rates received from the sale of these bonds will be lower than otherwise available.  
This resolution approves the Deposit & Transfer Agreement, in substantially final form, and authorizes 
the Chair of the Board, the District’s Chief Executive Officer, its Chief Financial Officer or their 
designees to execute and deliver the Deposit & Transfer Agreement.  Requires majority approval. 
 
This same Deposit & Transfer Agreement, provides similar benefits to the District with respect to the 
proposed issuance of the 2022 Revenue Bonds and future revenue bonds secured by the District’s non-
voter approved ad valorem tax revenues, by providing for the flow of funds from Riverside County to US 
Bank, as agent for the District, who then transfers the amount needed for payment of the District’s semi-
annual debt service payments on its revenue bonds.  This resolution describes how the District’s non-
voter approved ad valorem tax revenues are structured to improve the security for holders of the District’s 
revenue bonds so that interest rates received from the sale of these bonds will be lower than would 
otherwise be available.   
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Quint & Thimmig LLP 02/04/22 
 02/15/22 
 
 

19075.11 

 
SAN GORGONIO MEMORIAL HEALTHCARE DISTRICT 

 
RESOLUTION NO. 2022-03 

 
RESOLUTION AUTHORIZING THE COMMENCEMENT OF 

PROCEEDINGS IN CONNECTION WITH THE PROPOSED ISSUANCE OF 
GENERAL OBLIGATION REFUNDING BONDS AND DESIGNATING A 
FINANCIAL ADVISOR, BOND COUNSEL, DISTRICT COUNSEL AND A 

PLACEMENT AGENT IN CONNECTION THEREWITH 
 

 
RESOLVED, by the Board of Directors (the “Board”) of the San Gorgonio Memorial 

Healthcare District, a California local health care district (the “District”): 
 
WHEREAS, the District proposes to issue its general obligation refunding bonds (the 

“Bonds”) to refund its outstanding San Gorgonio Memorial Healthcare District (Riverside 
County, California) 2014 General Obligation Refunding Bonds (the “Bonds”); and 

 
WHEREAS, it is appropriate that the Board formally authorize commencement of 

proceedings, to designate a financial advisor, bond counsel, District counsel and a placement 
agent and to approve certain preliminary actions in connection with the execution and delivery 
of the Bonds; and 

 
NOW, THEREFORE, it is hereby DECLARED and ORDERED, as follows: 
 
Section 1. The Board authorizes appropriate officers and officials of the District to proceed 

with the preparation of the necessary documents in connection with the issuance and sale of the 
Bonds, subject to final approval thereof by the Board at a subsequent meeting. 

 
Section 2. G.L. Hicks Financial, LLC is hereby designated as financial advisor to the District 

in connection with the issuance and delivery of the Bonds. 
 
Section 3. Quint & Thimmig LLP is hereby designated as bond counsel in connection with 

issuance and delivery of the Bonds. 
 

Section 4. McDougal Love Boehmer Foley Lyon & Mitchell is hereby designated as District 
counsel in connection with the issuance and delivery of the Bonds. 
 

Section 5. Piper Sandler & Co. is hereby designated as placement agent for the Bonds. 
 
Section 6. All actions of the officers, agents and employees of the District that are in 

conformity with the purposes and intent of this resolution, whether taken before or after the 
adoption hereof, are hereby ratified, confirmed and adopted. 

 
Section 7. The Chair of the Board, the Chief Executive Officer of the District, the Chief 

Financial Officer of the District and other appropriate officers and officials of the District are 
hereby authorized and directed to take such action and to execute such documents as may be 
necessary or desirable to effectuate the intent of this resolution. 

 
Section 8. This resolution shall be in full force and effect immediately upon its adoption. 
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* * * * * * * * * 
 
I hereby certify that the foregoing resolution was duly adopted at a meeting of the Board 

of Directors of the San Gorgonio Memorial Healthcare District held on the 1st day of March, 2022, 
by the following vote: 

 
AYES, and in favor of, Board Members: 
 
NOES, Board Members: 
 
ABSENT, Board Members: 
 
 
 

By    
Secretary 
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 02/15/22 
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SAN GORGONIO MEMORIAL HEALTHCARE DISTRICT 

 
RESOLUTION NO. 2022-04 

 
RESOLUTION APPROVING THE FORM AND AUTHORIZING THE 

EXECUTION OF A DEPOSIT AND TRANSFER AGREEMENT 
 
 

RESOLVED, by the Board of Directors (the “Board”) of the San Gorgonio Memorial 
Healthcare District (the “District”), as follows: 

 
WHEREAS, the District has issued, and will issue in the future, bonds and other 

obligations secured by its voter approved ad valorem property tax revenues and by its non-voter 
approved operating ad valorem property tax revenues; 

 
WHEREAS, to provide additional security to the owners and holders of such bonds and 

other obligations, in addition to a pledge of such tax revenues, as applicable, the District desires 
to create a “lock box” pursuant to an agreement (the “Agreement”) by which such revenues are 
deposited with an independent agent and applied to the payment of such obligations before any 
excess funds are transferred to the District; 

 
WHEREAS, to provide such additional security, the District will direct Riverside County, 

which collects both the voter approved ad valorem property taxes and the non-voter approved 
operating ad valorem property taxes, to remit such tax revenues to U.S. Bank National Association, 
as agent (the “Agent”) and the Agent will (a) transfer the required voter approved ad valorem 
property tax revenues to the paying agent for the obligations secured by voter approved ad 
valorem property taxes (the “Voter Approved Obligations”) at such times and in such amounts as 
are required for payment of the Voter Approved Obligations, and (b) transfer the required non-
voter approved operating ad valorem property tax revenues to the trustee for the obligations 
secured by non-voter approved operating ad valorem property tax revenues (the “Non-Voter 
Approved Obligations”) at such times and in such amounts as are required for payment of the 
Non-Voter Approved Obligations; 

 
WHEREAS, following the required transfers, the Agent will, as provided in the 

Agreement, transfer the remaining non-voter approved operating ad valorem property tax 
revenues to the District; and 

 
WHEREAS, the Agreement has been prepared and has been submitted to the Board for 

review and approval; 
 
NOW, THEREFORE, it is hereby ORDERED and DETERMINED, as follows: 
 
Section 1. The Agreement, is hereby approved. The Chair of the Board, the Chief Executive 

Officer of the District, the Chief Financial Officer of the District or their designees are hereby 
authorized and directed to execute and deliver the Agreement in substantially said form, with 
such changes therein as the officer executing the same may require or approve, such approval to 
be conclusively evidenced by the execution and delivery thereof. 

 
Section 2. This resolution shall take effect immediately. 
 

* * * * * * * * * 
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The foregoing resolution was duly adopted at a meeting of the Board of Directors of San 

Gorgonio Memorial Healthcare District held on the 1st day of March, 2022, by the following vote: 
 

 AYES, and in favor of, Board Members:  
 

NOES,  
 
ABSENT,  

 
 
 

By    
Chair, Board of Directors 

San Gorgonio Memorial Healthcare District 
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EXHIBIT A 
 

FORM OF DEPOSIT AND TRANSFER AGREEMENT 
 
 

 
THIS DEPOSIT AND TRANSFER AGREEMENT (the “Agreement”), dated as of April 1, 2022 (the 

“Agreement”), is by and between the SAN GORGONIO MEMORIAL HEALTHCARE DISTRICT, a local 
healthcare district (the “District”), and U.S. BANK NATIONAL ASSOCIATION, a national banking 
association, as depositary agent (the “Agent”). 

 
 

BACKGROUND 
 

WHEREAS, the District has issued, and will issue in the future, bonds and other obligations 
secured by its voter approved ad valorem property tax revenues and by its non-voter approved operating 
ad valorem property tax revenues; 

 
WHEREAS, to provide additional security to the owners and holders of such bonds and other 

obligations, in addition to a pledge of such tax revenues, as applicable, the District desires to create a “lock 
box” by which such revenues are deposited with an independent agent and applied to the payment of such 
obligations before any excess funds are transferred to the District; 

 
WHEREAS, to provide such additional security, the District will direct Riverside County, which 

collects both the voter approved ad valorem property taxes and the non-voter approved operating ad valorem 
property taxes, to remit such tax revenues to the Agent and the Agent will, as provided in this Agreement, 
(a) transfer the required voter approved ad valorem property tax revenues to the paying agent for the Voter 
Approved Obligations (hereinafter defined) at such times and in such amounts as are required for payment 
of the Voter Approved Obligations, and (b) transfer the required non-voter approved ad valorem property 
tax revenues to the trustee for the Non-Voter Approved Obligations (hereinafter defined) at such times and 
in such amounts as are required for payment of the Non-Voter Approved Obligations; 

 
WHEREAS, following the required transfers, the Agent will, as provided in this Agreement, 

transfer the remaining non-voter approved operating ad valorem property tax revenues to the District; 
 
WHEREAS, the District desires to provide for the transfer and deposit of the voter approved ad 

valorem property tax revenues and the non-voter approved operating ad valorem property tax revenues with 
the Agent; and 

 
WHEREAS, the Agent has agreed to accept, hold, and disburse such tax revenues deposited with 

it and the earnings thereon in accordance with the terms of this Agreement. 
 
 

STATEMENT OF AGREEMENT 
 
NOW THEREFORE, for good and valuable consideration, the receipt and sufficiency of which are 

hereby acknowledged, the parties hereto, for themselves, their successors and assigns, hereby agree as 
follows: 

 
1. Definitions. The following terms shall have the following meanings when used herein: 
 

“Business Day” means any day other than a Saturday, Sunday, or a day on which banking 
institutions in the City of Los Angeles or the City of San Francisco are authorized or obligated by 
law or executive order to be closed. 

 
“District Representative” shall mean the person or person designated in a writing signed by 

the District and delivered to the Agent in accordance with the notice provisions of this Agreement, 
to act as its representative under this Agreement. 
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“County” shall mean Riverside County, California. 
 
“Non-Voter Approved Obligations” shall mean the obligations secured by non-voter 

approved ad valorem property taxes, being the (a) San Gorgonio Memorial Healthcare District 
(Riverside County, California) Revenue Bonds, Series 2021, (b) San Gorgonio Memorial Healthcare 
District (Riverside County, California) Revenue Bonds, Series 2022A (Federally Taxable), and (c) 
San Gorgonio Memorial Healthcare District (Riverside County, California) Revenue Bonds, Series 
2022B, together with future obligations secured by non-voter approved ad valorem property tax 
revenues and identified by the District and provided in writing to the Agent. 

 
“Paying Agent” means The Bank of New York Mellon Trust Company, N.A., as paying 

agent for the Voter Approved Obligations, or such successor paying agent as shall be identified by 
the District and provided in writing to the Agent. 

 
“Tax Revenues” shall mean the voter approved ad valorem property tax revenues and the 

non-voter approved operating ad valorem property tax revenues deposited with the Agent pursuant 
to Section 3 of this Agreement, together with any interest and other income thereon. 

 
“Trustee” means U.S. Bank National Association, as trustee for the Non-Voter Approved 

Obligations, or such successor trustee as shall be identified by the District and provided in writing 
to the Agent. 

 
“Voter Approved Obligations” shall mean the obligations secured by voter approved ad 

valorem property taxes, being the (a) San Gorgonio Memorial Healthcare District (Riverside 
County, California) 2014 General Obligation Refunding Bonds, (b) San Gorgonio Memorial 
Healthcare District (Riverside County, California) 2015 General Obligation Refunding Bonds, (c) 
San Gorgonio Memorial Healthcare District (Riverside County, California) 2020 General 
Obligation Refunding Bonds, and (d) San Gorgonio Memorial Healthcare with (Riverside County, 
California) 2022 General Obligation Refunding Bonds, together will future obligations secured by 
voter approved ad valorem property tax revenues and identified by the District and provided in 
writing to the Agent. 

 
2. Appointment of and Acceptance by the Agent. The District hereby appoints the Agent to serve 

hereunder. The Agent hereby accepts such appointment and agrees to hold and disburse the Tax Revenues 
in accordance with this Agreement. 

 
3. Deposit of Tax Revenues. The District will cause the County to transfer the Tax Revenues, 

when collected, to the Agent by wire transfer of immediately available funds. On the 25th day of each month, 
the District shall provide the Agent with the proper allocation of the Tax Revenues received by the Agent 
in such month so that such Tax Revenues may properly be deposited to the following depositary accounts 
hereby created and held by the Agent: 

 
(i) to the Voter Approved Tax Revenue Account, all voter approved ad valorem 

property tax revenues. 
 
(ii) to the Non-Voter Approved Tax Revenue Account, all non-voter approved ad 

valorem property tax revenues. 
 

On the third Business Day preceding the dates set forth in Exhibit A attached hereto for the 
payment of debt service on the Voter Approved Obligations and the dates set forth in Exhibit B attached 
hereto for the payment of debt service on the Non-Voter Approved Obligations, the Agent shall alert the 
District if such amounts will not be sufficient to fund 100% of the debt service on the Voter Approved 
Obligations and the debt service on the Non-Voter Approved Obligations on the next succeeding payment 
dates. 

 
4. Disbursements of Tax Revenues. The Agent shall disburse Tax Revenues as follows: 
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(i) to the Paying Agent, from the Voter Approved Tax Revenue Account, voter 
approved ad valorem property tax revenues on the Business Day preceding the dates and in the 
amounts set forth in Exhibit A attached hereto for the payment of debt service on the Voter 
Approved Obligations, as such Exhibit A may be revised to include future Voter Approved 
Obligations, or such lesser amount if amounts on deposit therein are less than 100% of the debt 
service on the Voter Approved Obligations on the next succeeding payment dates. 

 
(ii) to the Trustee, from the Non-Voter Approved Tax Revenue Account, non-voter 

approved ad valorem property tax revenues on the Business Day preceding the dates and in the 
amounts set forth in Exhibit B attached hereto for the payment of debt service on the Non-Voter 
Approved Obligations, as such Exhibit B may be revised to include future Non-Voter Approved 
Obligations, or such lesser amount if amounts on deposit therein are less than 100% of the debt 
service on the Non-Voter Approved Obligations on the next succeeding payment dates. Following 
such transfers to the Trustee, the Agent shall transfer all remaining amounts on deposit in the Non-
Voter Approved Tax Revenue Account, if any, to the District. 
 
All disbursements of funds from the Tax Revenues shall be subject to the fees and claims of the 

Agent and the Indemnified Parties (as defined below) pursuant to Section 9 and Section 10 below. 
 
5. Suspension of Performance; Disbursement into Court. If at any time a dispute exists with 

respect to any obligation of the Agent under this Agreement or the Agent is unable to determine, to the 
Agent's sole satisfaction, the proper disposition of all or any portion of the Tax Revenues or the Agent's 
proper actions with respect to its obligations hereunder, then the Agent may, in its sole discretion, take 
either or both of the following actions: 

 
a. suspend the performance of any of its obligations (including without limitation 

any disbursement obligations) under this Agreement until such dispute or uncertainty shall be 
resolved to the sole satisfaction of the Agent, 

 
b. petition (by means of an interpleader action or any other appropriate method) any 

court of competent jurisdiction in any venue convenient to the Agent, for instructions with respect 
to such dispute or uncertainty, and to the extent required or permitted by law, pay into such court, 
for holding and disposition in accordance with the instructions of such court, all Tax Revenues, 
after deduction and payment to the Agent of all fees and expenses (including court costs and 
attorneys' fees) payable to, incurred by, or expected to be incurred by the Agent in connection with 
the performance of its duties and the exercise of its rights hereunder.  

 
The Agent shall have no liability to the District or any other person with respect to any such 

suspension of performance or disbursement into court, specifically including any liability or claimed 
liability that may arise, or be alleged to have arisen, out of or as a result of any delay in the disbursement 
of the Tax Revenues or any delay in or with respect to any other action required or requested of the Agent.  

 
6. Investments. Tax Revenues deposited with the Agent shall be invested in (a) a money 

market fund selected in writing by the District which is rated in one of the two highest rating categories by 
at least one nationally recognized rating agency, including funds for which the Agent, its parent, affiliates 
or subsidiaries provide investment advisory or other management services, in which case it is agreed that 
the Agent, its parent, affiliates or subsidiaries shall have the right to be paid its customary management 
fees in addition to its fees as Agent hereunder, or (b) the Local Agency Investment Fund of the State, created 
pursuant to section 16429.1 of the California Government Code, to the extent the Agenbt is authorized to 
register such investment in its name. The Agent will not provide supervision, recommendations or advice 
relating to either the investment of the Tax Revenues or the purchase or disposition of any investment and 
the Agent shall not have any liability for any loss in an investment made pursuant to the terms of this 
Agreement. The Agent has no responsibility whatsoever to determine the market or other value of any 
investment and makes no representation or warranty as to the accuracy of any such valuations. To the 
extent applicable regulations grant rights to receive brokerage confirmations for certain security 
transactions, the District waives receipt of such confirmations. Investment earnings received by the Agent 
from the investment of the Tax Revenues shall be deposited in the applicable accounts and applied for the 
purposes therefor. 
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7. Resignation or Removal of the Agent. The Agent may resign and be discharged from the 

performance of its duties hereunder at any time by giving thirty (30) days’ prior written notice to the 
District specifying a date when such resignation shall take effect and after such specified date, 
notwithstanding any other provision of this Agreement, the Agent’s sole obligation will be to hold the Tax 
Revenues pending appointment of a successor the Agent. Similarly, the Agent may be removed at any time 
by the District giving at least thirty (30) days’ prior written notice to the Agent specifying the date when 
such removal shall take effect. Upon the effective date of any such resignation or removal, the Agent shall 
return the Tax Revenues to or at the direction of the District after deduction and payment to the Agent of 
all fees and expenses (including court costs and attorneys' fees) payable to, incurred by, or expected to be 
incurred by the Agent in connection with the performance of its duties and the exercise of its rights 
hereunder. After the Agent's resignation or removal, the provisions of this Agreement shall inure to its 
benefit as to any actions taken or omitted to be taken by it while it was acting under this Agreement.  

 
8. Liability of the Agent. The Agent undertakes to perform only such duties as are expressly 

set forth herein and no duties shall be implied. The Agent has no fiduciary or discretionary duties of any 
kind. The Agent shall have no liability under and no duty to inquire as to the provisions of any agreement 
other than this Agreement. The Agent shall not be liable for any action taken or omitted by it in good faith 
except to the extent that a court of competent jurisdiction determines, which determination is not subject 
to appeal, that the Agent’s gross negligence or willful misconduct was the primary cause of any loss to the 
District. The Agent's sole responsibility shall be for the safekeeping of the Tax Revenues in accordance with 
the Agent’s customary practices and disbursement of the Tax Revenues in accordance with the terms of 
this Agreement. The Agent shall have no implied duties or obligations and shall not be charged with 
knowledge or notice of any fact or circumstance not specifically set forth herein. The Agent may rely upon 
any notice, instruction, request or other instrument, not only as to its due execution, validity and 
effectiveness, but also as to the truth and accuracy of any information contained therein, which the Agent 
believes to be genuine and to have been signed or presented by the person or parties purporting to sign the 
same. In no event shall the Agent be liable for incidental, indirect, special, consequential or punitive 
damages (including, but not limited to lost profits), even if the Agent has been advised of the likelihood of 
such loss or damage and regardless of the form of action. The Agent shall not be obligated to take any legal 
action or commence any proceeding in connection with the Tax Revenues, any account in which Tax 
Revenues are deposited, or this Agreement, or to appear in, prosecute or defend any such legal action or 
proceeding or to take any other action that in the Agent’s sole judgment may expose it to potential expense 
or liability. The Agent shall not be responsible or liable in any manner for the performance by any party of 
their respective obligations under any other agreement. The Agent may consult legal counsel selected by it 
in the event of any dispute or question as to the construction of any of the provisions hereof or of any other 
agreement or of its duties hereunder, or relating to any dispute involving any party hereto, and shall incur 
no liability and shall be fully indemnified from any liability whatsoever in acting in accordance with the 
opinion or instruction of such counsel. The District shall promptly pay, upon demand, the reasonable fees 
and expenses of any such counsel. 

 
The Agent is authorized, in its sole discretion, to comply with orders issued or process entered by 

any court with respect to the Tax Revenues, without determination by the Agent of such court's jurisdiction 
in the matter. If any portion of the Tax Revenues is at any time attached, garnished or levied upon under 
any court order, or in case the payment, assignment, transfer, conveyance or delivery of any such property 
shall be stayed or enjoined by any court order, or in case any order, judgment or decree shall be made or 
entered by any court affecting such property or any part thereof, then and in any such event, the Agent is 
authorized, in its sole discretion, to rely upon and comply with any such order, writ, judgment or decree 
which it is advised by legal counsel selected by it is binding upon it without the need for appeal or other 
action; and if the Agent complies with any such order, writ, judgment or decree, it shall not be liable to any 
of the parties hereto or to any other person or entity by reason of such compliance even though such order, 
writ, judgment or decree may be subsequently reversed, modified, annulled, set aside or vacated.  

 
9. Indemnification of the Agent. From and at all times after the date of this Agreement, the 

District shall, to the fullest extent permitted by law, defend, indemnify and hold harmless the Agent and 
each director, officer, employee and affiliate of the Agent (each, an “Indemnified Party”) against any and 
all actions, claims (whether or not valid), losses, damages, liabilities, costs and expenses of any kind or 
nature whatsoever (including without limitation reasonable attorneys' fees, costs and expenses) incurred 
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by or asserted against any Indemnified Party from and after the date hereof, whether direct, indirect or 
consequential, as a result of or arising from or in any way relating to any claim, demand, suit, action or 
proceeding (including any inquiry or investigation) by any person, including without limitation the 
District, whether threatened or initiated, asserting a claim for any legal or equitable remedy against any 
person under any statute or regulation or under any common law or equitable cause or otherwise, arising 
from or in connection with the negotiation, preparation, execution, performance or failure of performance 
of this Agreement or any transactions contemplated herein, whether or not any such Indemnified Party is 
a party to any such action, proceeding, suit or the target of any such inquiry or investigation; provided, 
however, that no Indemnified Party shall have the right to be indemnified hereunder for any liability finally 
determined by a court of competent jurisdiction, which determination is not subject to appeal, to have 
resulted solely from the gross negligence or willful misconduct of such Indemnified Party. The District 
further agrees to indemnify each Indemnified Party for all costs, including without limitation reasonable 
attorney’s fees, incurred by such Indemnified Party in connection with the enforcement of the District’s 
indemnification obligations hereunder. The obligations of the District in this Section 9 shall survive any 
termination of this Agreement and the resignation or removal of the Agent.  

 
10. Compensation to the Agent. The District shall compensate the Agent for its services 

hereunder and, in addition, shall reimburse the Agent for all of its reasonable out-of-pocket expenses, 
disbursements, and advances, including without limitation the reasonable fees, expenses, and 
disbursements of its agents and attorneys incurred or made by the Agent in connection with entering into 
and performing under this Agreement or in connection with investigating and defending itself against any 
claim or liability in connection with its performance hereunder. All of the compensation and 
reimbursement obligations set forth in this Section 10 shall be payable by the District upon demand by the 
Agent. The obligations of the District under this Section 10 shall survive any termination of this Agreement 
and the resignation or removal of the Agent. The Agent shall have no access to the Tax Revenues deposited 
with it for the payment of its fees and other compensation. 

 
11. Representations and Warranties. The District makes the following representations and 

warranties to the Agent: 
 

(i) It is duly organized, validly existing, and in good standing under the laws of the 
state of its incorporation or organization and has full power and authority to execute and deliver 
this Agreement and to perform its obligations hereunder. 

 
(ii) This Agreement has been duly approved by all necessary action, including any 

necessary shareholder or membership approval, has been executed by its duly authorized officers, 
and constitutes its valid and binding agreement enforceable in accordance with its terms. 

 
(iii) The execution, delivery, and performance of this Agreement will not violate, 

conflict with, or cause a default under its articles of organization, bylaws, management agreement 
or other organizational document, as applicable, any applicable law or regulation, any court order 
or administrative ruling or decree to which it is a party or any of its property is subject, or any 
agreement, contract, indenture. 

 
(iv) The applicable persons designated to the Agent have been duly appointed to act 

as its representatives hereunder and have full power and authority to execute and deliver any 
Written Direction, to amend, modify or waive any provision of this Agreement and to take any 
and all other actions under this Agreement, all without further consent or direction from, or notice 
to, it or any other party. 

 
(v) No party other than the parties hereto has, or shall have, any lien, claim or security 

interest in the Tax Revenues or any part thereof. No financing statement under the Uniform 
Commercial Code is on file in any jurisdiction claiming a security interest in or describing (whether 
specifically or generally) the Tax Revenues or any part thereof. 

 
(vi) All of its representations and warranties contained herein are true and complete 

as of the date hereof and will be true and complete at the time of any disbursement of the Tax 
Revenues. 
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12.  Patriot Act/Identifying Information. To help the government fight the funding of terrorism 

and money laundering activities, Federal law requires all financial institutions to obtain, verify, and record 
information that identifies each person who opens an account. For a non-individual person such as a 
business entity, a charity, a trust, or other legal entity, the Agent requires documentation to verify its 
formation and existence as a legal entity. The Agent may ask to see financial statements, licenses, or 
identification and authorization documents from individuals claiming authority to represent the entity or 
other relevant documentation. The District acknowledges that a portion of the identifying information set 
forth herein is being requested by the Agent in connection with the USA Patriot Act, Pub.L.107-56 (the 
“Act”) and agrees to provide any additional information requested by the Agent in connection with the 
Act or any other legislation or regulation to which the Agent is subject, in a timely manner. The District 
represents that all identifying information provided to the Agent, including without limitation, its 
Taxpayer Identification Number assigned by the Internal Revenue Service or any other taxing authority, is 
true and complete on the date hereof and will be true and complete at the time of any disbursement of the 
Tax Revenues. 

 
13. Consent to Jurisdiction and Venue. Each of the parties hereto irrevocably (a) consents to the 

exclusive jurisdiction and venue of the state and federal courts in Riverside, California, in connection with 
any matter arising out of this Agreement, (b) waives any objection to such jurisdiction or venue (c) agrees 
not to commence any legal proceedings related hereto except in such courts 

 
14. Notice. All notices, approvals, consents, requests, and other communications hereunder 

(each, a “Notice”) shall be in writing and shall be deemed to have been given when the writing is delivered 
if given or delivered by hand, overnight delivery service or electronic transmission to the address set forth 
below or to such other address as each party may designate for itself by like notice.  

 
To the District: San Gorgonio Memorial Healthcare District 

 600 North Highland Springs Avenue 
 Banning, CA 92220 
 Attention: Chief Executive Officer and Chief Financial Officer 

 
To the Agent: U.S. Bank National Association 

 One California Street, Suite 1000 
 San Francisco, CA 94111 
 
The Agent shall not have any duty to confirm that the person sending any Notice by electronic 

transmission (including by e-mail, facsimile transmission, web portal or other electronic methods) is, in 
fact, a person authorized to do so. Electronic signatures believed by the Agent to comply with the ESIGN 
Act of 2000 or other applicable law (including electronic images of handwritten signatures and digital 
signatures provided by DocuSign, Orbit, Adobe Sign or any other digital signature provider acceptable to 
the Agent) shall be deemed original signatures for all purposes. The District assumes all risks arising out 
of the use of electronic signatures and electronic methods to send Notices, including without limitation the 
risk of the Agent acting on an unauthorized Notice, and the risk of interception or misuse by third parties. 
Notwithstanding the foregoing, the Agent may in any instance and in its sole discretion require that an 
original document bearing a manual signature be delivered to the Agent in lieu of, or in addition to, any 
such electronic Notice. 

 
15. Amendment, Waiver and Assignment. This Agreement may be changed, waived, discharged 

or terminated only by a writing signed by the parties hereto. No delay or omission by any party in 
exercising any right with respect hereto shall operate as a waiver. A waiver on any one occasion shall not 
be construed as a bar to, or waiver of, any right or remedy on any future occasion. Except as provided in 
Section 19, this Agreement may not be assigned by any party without the written consent of the other party.  

 
16. Severability. To the extent any provision of this Agreement is prohibited by or invalid under 

applicable law, such provision shall be ineffective to the extent of such prohibition or invalidity, without 
invalidating the remainder of such provision or the remaining provisions of this Agreement. 
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17. Governing Law. This Agreement shall be construed and interpreted in accordance with the 
internal laws of the State of California without giving effect to the conflict of laws principles thereof. 

 
18. Entire Agreement. This Agreement constitutes the entire agreement between the parties 

relating to the holding, investment and disbursement of the Tax Revenues and sets forth in their entirety 
the obligations and duties of the Agent with respect to the Tax Revenues. Nothing in this Agreement, 
express or implied, is intended to or shall confer upon any person or entity (including, for the avoidance 
of doubt, and intended Tax Revenues recipient identified to the Agent in a Written Direction or otherwise), 
other than the signatory parties hereto and the Indemnified Parties, any right, benefit or remedy of any 
nature whatsoever under or by reason of this Agreement.  

 
19. Binding Effect; Successors. All of the terms of this Agreement, as amended from time to time, 

shall be binding upon, inure to the benefit of and be enforceable by the respective successors and permitted 
assigns of the District and the Agent. No party may assign to any other person or entity any rights or 
obligations under this Agreement without the prior written consent of the other party, provided that if the 
Agent consolidates, merges or converts into, or transfers all or substantially all of its corporate trust 
business (including the account contemplated by this Agreement) to another entity, the successor or 
transferee entity without any further act shall be the successor to the Agent. 

 
20. Execution in Counterparts. This Agreement may be executed in two or more counterparts, 

which when so executed shall constitute one and the same agreement or direction. The exchange of copies 
of this Agreement and of signature pages by facsimile transmission or email shall constitute effective 
execution and delivery of this Agreement as to the parties and may be used in lieu of the original 
Agreement for all purposes.  

 
21. Termination. Upon the disbursement of all Tax Revenues pursuant to Written Directions or 

pursuant to Section 5, Section 7 or Section 8 hereof, this Agreement shall terminate, the Agent shall be 
released from its obligations hereunder and the Agent shall have no further liability with respect to the 
Voter Approved Tax Revenue Account, the Non-Voter Approved Tax Revenue Account, this Agreement, 
or any action or refusal to take action hereunder. 

 
22. Dealings. Nothing herein shall preclude the Agent from acting in any other capacity for the 

District or for any other person or entity. 
 
23. Optional Security Procedures. In the event funds transfer instructions, address changes or 

change in contact information are given (other than in writing at the time of execution of this Agreement), 
whether in writing, by facsimile or otherwise, the Agent is authorized but shall be under no duty to seek 
confirmation of such instructions by telephone call-back to the person or persons designated in Section 14, 
and the Agent may rely upon the confirmation of anyone purporting to be the person or persons so 
designated. The persons and telephone numbers for call-backs may be changed only in writing received 
and acknowledged by the Agent and shall be effective only after the Agent has a reasonable opportunity 
to act on such changes. The District agrees that the Agent may at its option record any telephone calls made 
pursuant to this Section. The Agent in any funds transfer may rely solely upon any account numbers or 
similar identifying numbers provided by the District to identify (a) the beneficiary, (b) the beneficiary's 
bank, or (c) an intermediary bank. The Agent may apply any of the Tax Revenues for any payment order 
it executes using any such identifying number, even when its use may result in a person other than the 
beneficiary being paid, or the transfer of funds to an agent other than the intended beneficiary's bank or 
intermediary bank. The District acknowledges that these optional security procedures are commercially 
reasonable. 

 
24. WAIVER OF TRIAL BY JURY. TO THE EXTENT NOT PROHIBITED BY APPLICABLE LAW 

THAT CANNOT BE WAIVED, THE PARTIES HEREBY WAIVE, AND COVENANT THAT THEY WILL 
NOT ASSERT (WHETHER AS PLAINTIFF, DEFENDANT OR OTHERWISE), ANY RIGHT TO TRIAL BY 
JURY IN ANY ACTION ARISING IN WHOLE OR IN PART UNDER OR IN CONNECTION WITH THIS 
AGREEMENT, WHETHER NOW EXISTING OR HEREAFTER ARISING, AND WHETHER SOUNDING 
IN CONTRACT, TORT OR OTHERWISE. THE PARTIES AGREE THAT ANY OF THEM MAY FILE A 
COPY OF THIS PARAGRAPH WITH ANY COURT AS WRITTEN EVIDENCE OF THE KNOWING, 
VOLUNTARY AND BARGAINED-FOR AGREEMENT AMONG THE PARTIES IRREVOCABLY TO 
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WAIVE ITS RIGHT TO TRIAL BY JURY IN ANY PROCEEDING WHATSOEVER BETWEEN THEM 
RELATING TO THIS AGREEMENT OR ANY OF THE CONTEMPLATED TRANSACTIONS WILL 
INSTEAD BE TRIED IN A COURT OF COMPETENT JURISDICTION BY A JUDGE SITTING WITHOUT 
A JURY. 

 
25. Tax Reporting. The District agrees to assume all obligations imposed now or hereafter by 

any applicable tax law or regulation with respect to payments or performance under this Agreement. Upon 
the Agent’s request, the District shall provide the Agent with a Form W-9 or Form W-8, as applicable, for 
each payee, together with any other documentation and information requested by the Agent in connection 
with the Agent’s reporting obligations under the United States Internal Revenue Code and related 
regulations (the “Code”). If such tax documentation is not so provided, the Agent is authorized to withhold 
taxes as required by the Code. The District shall accurately provide the Agent with all information 
requested by the Agent in connection with the Agent’s reporting obligations under the Code. Except as 
otherwise agreed by the Agent in writing, the Agent has no tax reporting or withholding obligation except 
with respect to Form 1099-B reporting on payments of gross proceeds under Code Section 6045 and Form 
1099 and Form 1042-S reporting with respect to investment income, if any. 

 
[signature page follows] 

 
IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be executed as of the 

date first above written. 
 

SAN GORGONIO MEMORIAL HEALTHCARE 
DISTRICT 
 
 
 
By: ______________________________  
Name: ______________________________  
Title: ______________________________  
 
 
U.S. BANK NATIONAL ASSOCIATION 
 
 
 
By: ______________________________  
Name: ______________________________  
Title: ______________________________  
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EXHIBIT A 
 

VOTER APPROVED OBLIGATIONS 
 
 

[Debt service schedule for the Voter Approved Obligations to be attached] 
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EXHIBIT B 
 

NON-VOTER APPROVED OBLIGATIONS 
 
 

[Debt service schedule for the Non-Voter Approved Obligations to be attached] 
 
 

 



 
 
 
 

TAB E 
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SAN GORGONIO MEMORIAL HEALTHCARE DISTRICT (the “District”) 
 
2022 REVENUE BONDS MEMORANDUM 
 
TO: Finance Committee, Board of Directors Meetings, CEO and CFO 
 
FROM: Gary Hicks, President, G.L. Hicks Financial, LLC 
 
DATE: February 15, 2022 
 
SUBJECT: 2022 Revenue Bonds – March 1, 2022 Board Meeting 
 
On March 1, 2022, the District’s Board of Directors (the “Board”) will be asked to approve Resolution 
No. 2022-05 (the “Initial Resolution”) authorizing certain officers of the District to take steps necessary 
for the issuance of revenue bonds (the “2022 Revenue Bonds”) and Ordinance No. 2022-01 to provide for 
the issuance of up to $12,000,000 in revenue bonds by the District.  Adoption of this resolution does not 
give management the authority to issue the 2022 Revenue Bonds as final authority for issuance of 
the 2022 Revenue Bonds is not expected to be sought until its Board meeting on April 5, 2022, and 
that approval will be subject to the facts, circumstances and conditions that exist at that time.   
 
Current plans call for the 2022 Revenue Bonds to be split into two series of bonds, a taxable Series A 
Bond that will provide up to $9,000,000 in working capital financing and a tax-exempt Series B Bond that 
will provide up to $3,000,000 in equipment financing.  Information regarding the proposed 2022 Revenue 
Bonds (both Series A and Series B) is provided below as background information: 
 
Series A Bonds: 
Not-to-exceed Par Amount   $9,000,000 
Use of Funds   District Working Capital 
Structure of Debt   Taxable 
Security for Bonds   Operating Ad Valorem Taxes 
Bond Maturity/Term   10 to 15 years 
 
Series B Bonds: 
Not-to-exceed Par Amount   $3,000,000 
Use of Funds   Hospital Medical Equipment 
Structure of Debt   Tax-Exempt 
Security for Bonds   Operating Ad Valorem Taxes 
Bond Maturity/Term   10 years 
 
We have determined that the best option for the District is to privately place the proposed 2022 Revenue 
Bonds and to secure this financing utilizing a structure whereby the District provides holders of the 2022 
Revenue Bonds with a security interest in its non-voter approved operating ad valorem tax revenues.  This 
structure does require that the District enter into a Deposit & Transfer Agreement with U.S. Bank as 
independent agent for the District so that its non-voter approved operating ad valorem tax revenues are 
sent to U.S Bank, where these revenues are first used to pay debt service on the 2022 Revenue Bonds and 
any revenue bond debt on a parity with the 2022 Revenue Bonds prior to forwarding the excess non-voter 
approved operating ad valorem tax revenues to the District for use in Hospital operations.  As such, we 
also are seeking approval of Resolution No. 2022-04 approving the Deposit & Transfer Agreement. 
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The following summarizes the purpose and general content of the Initial Resolution, the Deposit & 
Transfer Agreement Resolution and the Ordinance to be reviewed by the Board on March 1, 2022. 
 
Initial Resolution No. 2022-05.  The Initial Resolution allows management of the District to move 
forward with the proposed issuance of up to $12,000,000 in new debt and is preliminary to a final 
resolution planned to be considered for approval by the Board at its meeting on April 5, 2022, subject to 
the facts, circumstances and conditions that exist at that time.  This Initial Resolution describes the use of 
proceeds of the 2022 Revenue Bonds, establishes a limit as to the principal amount and final maturity of 
bonds authorized to be issued and engages various consultants to provide legal, placement agent and 
financial advisory services the District needs to complete the proposed financing.  The Initial Resolution 
authorizes the Chair of the Board, the District’s Chief Executive Officer, its Chief Financial Officer, and 
other appropriate officers and officials of the District to take any and all necessary action needed to carry 
out the intended purposes of this Resolution but it does not commit the District to sell bonds. The Initial 
Resolution is required by the Local Health Care District Law of the State of California with Board 
approval and publication of this Resolution in advance of issuing new revenue bond debt by the District.  
Requires 4/5ths approval (four yes votes). 
 
Deposit & Transfer Agreement Resolution No. 2022-04.  The Deposit & Transfer Agreement 
Resolution, with respect to the proposed issuance of the 2022 Revenue Bonds, provides for the flow of 
non-voter approved operating ad valorem tax revenues from Riverside County to US Bank, as agent for 
the District, who then transfers the amount needed to U.S. Bank, as Trustee for the 2022 Revenue Bonds 
and any parity debt holders, to make the semi-annual debt service payments to bondholders of these 
bonds.  This resolution describes how the District’s non-voter approved operating ad valorem tax 
revenues are structured to provide for a flow of these revenues that are needed to improve the security for 
holders of the District’s revenue bonds so that these bonds might be available to the District and so that 
interest rates received from the sale of these bonds will be lower than would otherwise be available.  This 
resolution approves the Deposit & Transfer Agreement, in substantially final form, and authorizes the 
Chair of the Board, the District’s Chief Executive Officer, its Chief Financial Officer or their designees to 
execute and deliver the Deposit & Transfer Agreement.  Requires majority approval. 
 
This same Deposit & Transfer Agreement, provides similar benefits to the District with respect to the 
proposed issuance of the 2022 Refunding GO Bonds secured by the District’s voter approved ad valorem 
tax revenues, by providing for the flow of funds from Riverside County to US Bank, as agent for the 
District, who then transfers the amount to BNY Mellon needed for payment of the District’s semi-annual 
debt service payments on its general obligation bonds.   
 
Ordinance No. 2022-01.  The Ordinance is also required by the Local Health Care District Law of the 
State of California with approval and publication of this Ordinance in advance of issuing new revenue 
bond debt by the District.  This Ordinance indicates the District plans to sell these revenue bonds via a 
private placement with no more that $9,000,000 being sold as taxable bonds with the proceeds to be used 
for working capital purposes and no more than $3,000,000 being sold as tax-exempt bonds with the 
proceeds to be used to purchase medical equipment for the Hospital.  Finally, the Ordinance approves a 
Bond Purchase Agreement in substantially final form as presented at the Board meeting to be used for the 
sale of these revenue bonds and to be signed by the Board Chair, Vice Chair, Secretary or Assistant 
Secretary or by the District’s Chief Executive Officer or Chief Financial Officer.  This Ordinance is 
subject to referendum and therefore takes effect 30 days after it is approved.  Requires majority approval. 
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SAN GORGONIO MEMORIAL HEALTHCARE DISTRICT 

 
RESOLUTION NO. 2022-05 

 
RESOLUTION AUTHORIZING THE COMMENCEMENT OF PROCEEDINGS IN 
CONNECTION WITH THE PROPOSED ISSUANCE OF REVENUE BONDS AND 

DESIGNATING A FINANCIAL ADVISOR, BOND COUNSEL, DISTRICT 
COUNSEL AND A PLACEMENT AGENT IN CONNECTION THEREWITH 

 
 

RESOLVED, by the Board of Directors (the “Board”) of the San Gorgonio Memorial 
Healthcare District (the “District”), as follows: 

 
WHEREAS, the District proposes to issue its revenue bonds to provide funds for working 

capital purposes (the “Taxable Project”) and to finance the acquisition and installation of capital 
equipment (the “Tax-Exempt Project”). 

 
WHEREAS, it is appropriate that the Board formally authorize commencement of 

proceedings, to designate a financial advisor, bond counsel, District counsel and a placement 
agent and to approve certain preliminary actions in connection with the execution and delivery 
of such bonds; and 

 
NOW, THEREFORE, it is hereby ORDERED and DETERMINED, as follows: 
 
Section 1. The District proposes to issue its San Gorgonio Memorial Healthcare District 

(Riverside County, California) Revenue Bonds, Series 2022A (Federally Taxable) (the “2022A 
Bonds”), to finance the Taxable Project, and its San Gorgonio Memorial Healthcare District 
(Riverside County, California) Revenue Bonds, Series 2022B (the “2022B Bonds” and, with the 
2022A Bonds, the “Bonds”), to finance the Tax-Exempt Project, and the Board authorizes 
appropriate officers and officials of the District to proceed with the preparation of the necessary 
documents in connection with the issuance and sale of the Bonds, subject to final approval thereof 
by the Board at a subsequent meeting. 

 
Section 2. The estimated cost of the Taxable Project is $8,820,000 and estimated cost of the 

Tax-Exempt Project is $2,940,000. 
 
Section 3. The principal amount of the 2022A Bonds will not exceed $9,000,000, inclusive 

of project costs, reimbursement costs, reserves, capitalized interest and transaction costs financed 
with bond proceeds. 

 
Section 4. The principal amount of the 2022B Bonds will not exceed $3,000,000, inclusive 

of project costs, reimbursement costs, reserves, capitalized interest and transaction costs financed 
with bond proceeds. 

 
Section 5. The interest rate on the Bonds shall not exceed 12 percent per annum payable 

semi-annually. 
 
Section 6. The Bonds will be revenue bonds, payable exclusively from the revenues of the 

District derived from its non-voter approved operating ad valorem property taxes. 
 



 

 

Section 7. G.L. Hicks Financial, LLC is hereby designated as financial advisor to the District 
in connection with the issuance and delivery of the Bonds. 

 
Section 8. Quint & Thimmig LLP is hereby designated as bond counsel in connection with 

issuance and delivery of the Bonds. 
 

Section 9. McDougal Love Boehmer Foley Lyon & Mitchell is hereby designated as District 
counsel in connection with the issuance and delivery of the Bonds. 
 

Section 10. Hilltop Securities Inc. is hereby designated as placement agent for the Bonds. 
 
Section 11. All actions of the officers, agents and employees of the District that are in 

conformity with the purposes and intent of this resolution, whether taken before or after the 
adoption hereof, are hereby ratified, confirmed and adopted. 

 
Section 12. The Chair of the Board, the Chief Executive Officer of the District, the Chief 

Financial Officer of the District and other appropriate officers and officials of the District are 
hereby authorized and directed to take such action and to execute such documents as may be 
necessary or desirable to effectuate the intent of this resolution. 

 
Section 13. The Secretary of the Board is directed to cause this resolution to be published 

pursuant to section 32318 of the California Health and Safety Code. 
 
Section 14. This resolution shall take effect immediately. 

 
* * * * * * * * * 

 
The foregoing resolution was duly adopted at a meeting of the Board of Directors of San 

Gorgonio Memorial Healthcare District held on the 1st day of March, 2022, by the following vote: 
 

 AYES, and in favor of, Board Members:  
 

NOES,  
 
ABSENT,  

 
 
 

By    
Chair, Board of Directors 

San Gorgonio Memorial Healthcare District 
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SAN GORGONIO MEMORIAL HEALTHCARE DISTRICT 

 
ORDINANCE NO. 2022-01 

 
ORDINANCE APPROVING A FORMAL AGREEMENT FOR 

THE SALE OF SAN GORGONIO MEMORIAL HEALTHCARE 
DISTRICT REVENUE BONDS SERIES 2022A (FEDERALLY 

TAXABLE) AND SAN GORGONIO MEMORIAL 
HEALTHCARE DISTRICT REVENUE BONDS SERIES 2022B 

 
 

WHEREAS, the Board of Directors (the “Board”) of the San Gorgonio Memorial 
Healthcare District (the “District”), a local health care district organized and existing under and 
pursuant to the Local Health Care District Law of the State of California (the “Law”), has 
determined to issue its San Gorgonio Memorial Healthcare District (Riverside County, California) 
Revenue Bonds, Series 2022A (Federally Taxable) (the “2022A Bonds”), in an aggregate principal 
amount of not to exceed $9,000,000, pursuant to the Law, to finance working capital, and its San 
Gorgonio Memorial Healthcare District (Riverside County, California) Revenue Bonds, Series 
2022B (the “2022B Bonds” and, with the 2022A Bonds, the “Bonds”), in an aggregate principal 
amount of not to exceed $3,000,000, pursuant to the Law, to finance the acquisition and 
installation of capital equipment; 

 
WHEREAS, the District has determined that it is in the best interest of the District to sell 

the Bonds by private sale; and 
 
WHEREAS, section 32320 of the Law requires the adoption of this ordinance prior to the 

sale of the Bonds; 
 
NOW, THEREFORE, it is hereby ORDAINED, as follows: 
 
Section 1. The Bonds shall be sold at private sale to such purchaser or purchasers as the 

Board shall specify. 
 
Section 2. The formal agreement between the District and said purchaser, in the form of 

the bond purchase agreement on file with the Secretary of the Board and presented to this 
meeting, is hereby approved. The Chair of the Board, the Vice Chair of the Board, the Secretary 
of the Board, the Assistant Secretary of the Board, the Chief Executive Officer of the District, the 
Chief Financial Officer of the District or their designees are hereby authorized and directed to 
approve the final terms of the sale of the Bonds and to evidence the District’s acceptance of the 
offer made thereby by executing and delivering the bond purchase agreement in substantially 
said form, with such changes therein as the officer executing the same may require or approve, 
such approval to be conclusively evidenced by the execution and delivery thereof. 

 
Section 3. The agreement between the District and the purchaser of the Bonds, and this 

ordinance, shall be subject to referendum. 
 
Section 4. The Secretary of the Board is directed to cause this ordinance to be published 

pursuant to section 32321 of the California Health and Safety Code. 
 
Section 5. This ordinance shall take effect thirty days after the date of its adoption. 
 



 

-2- 

* * * * * * * * * 
 

The foregoing ordinance was duly adopted at a meeting of the Board of Directors of San 
Gorgonio Memorial Healthcare District held on the 1st day of March, 2022, by the following vote: 

 
AYES, and in favor of, Board Members: 
 
NOES, None 
 
ABSENT, None 

 
 
 

By    
Chair, Board of Directors 

San Gorgonio Memorial Healthcare District 
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$_________ 

SAN GORGONIO MEMORIAL HEALTHCARE DISTRICT 
(Riverside County, California) 
Revenue Bonds, Series 2022A 

(Federally Taxable) 
 

$_________ 
SAN GORGONIO MEMORIAL HEALTHCARE DISTRICT 

(Riverside County, California) 
Revenue Bonds, Series 2022B 

 
 
 

BOND PURCHASE AGREEMENT 
 
 
 

April 6, 2022 
 
 
San Gorgonio Memorial Healthcare District 
600 North Highland Springs Avenue 
Banning, CA 92220  
 
Ladies and Gentlemen: 
 

The undersigned, _______________ (the “Purchaser”) offers to enter into this Bond 
Purchase Agreement (the “Bond Purchase Agreement”) with the San Gorgonio Memorial 
Healthcare District (the “District”), which, upon acceptance, will be binding upon the District and 
the Purchaser. The undersigned Purchaser has been duly authorized to execute this Bond 
Purchase Agreement on behalf of the Purchaser and to act hereunder. 

 
The District hereby acknowledges and agrees that (a) the purchase and sale of the Bonds 

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

 
1. Purchase, Sale and Delivery of the Bonds. 
 
(a) Subject to the terms and conditions and in reliance upon the representations, 

warranties and agreements set forth herein, the Purchaser hereby agrees to purchase from the 
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District, and the District hereby agrees to sell to the Purchaser, all (but not less than all) of up to 
$___________ aggregate principal amount of San Gorgonio Memorial Healthcare District 
Revenue Bonds, Series 2022A (Federally Taxable) (the “2022A Bonds”), dated as of the date of 
their delivery, bearing interest at the rate and maturing on the date and in the amount set forth 
on Exhibit A attached hereto. The purchase price for the 2022A Bonds shall be $________ (which 
consists of the principal amount of the 2022A Bonds). 

 
Subject to the terms and conditions and in reliance upon the representations, warranties 

and agreements set forth herein, the Purchaser hereby also agrees to purchase from the District, 
and the District hereby agrees to sell to the Purchaser, all (but not less than all) of up to 
$___________ aggregate principal amount of San Gorgonio Memorial Healthcare District 
Revenue Bonds, Series 2022B (the “2022B Bonds” and, with the 2022A Bonds, the “Bonds”), dated 
as of the date of their delivery, bearing interest at the rate and maturing on the date and in the 
amount set forth on Exhibit A attached hereto. The purchase price for the 2022B Bonds shall be 
$________ (which consists of the principal amount of the 2022B Bonds). 

 
(b) The Bonds shall be substantially in the form described in, shall be issued and secured 

under the provisions of, and shall be payable as provided in an indenture, dated as of April 1, 
2022 (the “Indenture”), by and between the District and U.S. Bank National Association, as trustee 
(the “Trustee”) 

 
The Bonds shall be limited obligations of the District payable from Revenues (as that term 

is defined in the Indenture) and secured by a pledge and assignment of the Revenues and of 
amounts held in the funds and accounts established pursuant to the Indenture (excluding the 
Rebate Fund established under the Indenture), subject only to the provisions of the Indenture 
permitting the application thereof for the purposes and on the terms and conditions set forth in 
the Indenture. 

 
The Bonds are authorized pursuant to the provisions of The Local Health Care District 

Law, constituting Division 23 of the California Health and Safety Code (the “Law”), the Indenture 
and a resolution adopted by the Board of Directors of the District on April 5, 2022 (the 
“Resolution”). 

 
(c) The proceeds from the sale of the 2022A Bonds will be used to (i) finance certain 

working capital needs of the District, and (ii) to pay the costs of issuance of the 2022A Bonds. The 
proceeds from the sale of the 2022B Bonds will be used to (i) finance the acquisition of certain 
capital equipment for the District, and (ii) to pay the costs of issuance of the 2022B Bonds 

 
(d) At 10:00 A.M., Pacific Standard time, on April 14, 2022, or at such earlier or later time 

or date as shall be agreed by the District and the Purchaser (such time and date being herein 
referred to as the “Closing Date”), the District will direct the Trustee to deliver the Bonds to the 
Purchaser in the form of a separate single fully-registered Bond for each series, duly executed by 
the District and authenticated by the Trustee, and in Larkspur, California, and the other 
documents herein mentioned; and the Purchaser will accept such delivery and pay the purchase 
prices of the Bonds as set forth in paragraph (a) of this Section 1 by wire transfer, payable in 
immediately available funds (such delivery and payment being herein referred to as the 
“Closing”).  

 
2. Private Placement. The Purchaser represents and warrants to the District that: 
 
(a) The Purchaser has sufficient knowledge and experience in financial and business 

matters, including the purchase and ownership of municipal and other obligations of a nature 
similar to the Bonds, to be able to evaluate the risks and merits of the acquisition of the Bonds. 
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(b) The Purchaser is acquiring the Bonds for its own account and not with a present intent 

to, or for sale in connection with, any distribution of the Bonds or any part thereof. The Purchaser 
has not offered to sell, solicited offers to buy, or agreed to sell the Bonds or any part thereof, and 
the Purchaser has no current intention of reselling or otherwise disposing of the Bonds; provided, 
however, such representation shall not preclude the Purchaser from transferring or selling of the 
Bonds in accordance with the Indenture. The Purchaser is not acting in a broker-dealer capacity 
in connection with its purchase of the Bonds. The Purchaser intends to book and hold the Bonds 
as a loan in its loan portfolio. 

 
(c) The Purchaser has made its own credit inquiry and analysis with respect to the District 

and the Bonds and has made an independent credit decision based upon such inquiry and 
analysis and in reliance on the truth, accuracy, and completeness of the representations and 
warranties of the District set forth herein and in the information set forth in any materials 
submitted to the Purchaser by the District. The Purchaser acknowledges that it has reviewed 
information, including financial statements and other financial information regarding the 
District, and the Purchaser has had the opportunity to ask questions of and receive answers from 
knowledgeable individuals concerning the District and the Bonds.  

 
(d) The Purchaser understands that the Bonds have not been registered under the 

Securities Act of 1933, as amended, or under any state securities laws. The Purchaser agrees that 
it will comply with any applicable state and federal securities laws then in effect with respect to 
any disposition of the Bonds by it, and further acknowledges that any current exemption from 
registration of the Bonds does not affect or diminish such requirements. 

 
(e) The Purchaser has authority to purchase the Bonds and to execute this Bond Purchase 

Agreement and any other instruments and documents required to be executed by the Purchaser 
in connection with the purchase of the Bonds. The undersigned is a duly appointed, qualified, 
and acting officer of the Purchaser and is authorized to cause the Purchaser to make the 
representations and warranties contained herein by execution of this Bond Purchase Agreement 
on behalf of the Purchaser.  

 
(f) The Purchaser acknowledges that the Bonds are transferable with certain requirements, 

as described in the Indenture. 
 
(g) The Purchaser is an Approved Buyer, as defined in the Indenture. The Bonds have 

been privately placed with the Purchaser without the use of general solicitation or advertising. 
 
3. Representations, Warranties and Agreements of the District. The District represents and 

warrants to, and agrees with, the Purchaser that: 
 
(a) The District is and will be at the Closing Date duly organized and existing under the 

Constitution and laws of the State of California as a local health care district with the full power 
and authority to issue the Bonds, and to carry out and consummate the transactions contemplated 
by this Bond Purchase Agreement and the Indenture; 

 
(b) When delivered to and paid for by the Purchaser at the Closing in accordance with the 

provisions of this Bond Purchase Agreement, the Bonds will have been duly authorized, 
executed, issued and delivered and will constitute valid and binding limited obligations of the 
District in conformity with, and entitled to the benefit and security of, the Indenture; 

 
(c) By official action of the District prior to or concurrently with the acceptance hereof, the 

District has authorized and approved the execution and delivery of, and the performance by the 



 

-4- 

District of the obligations on its part contained in, the Bonds, the Indenture and this Bond 
Purchase Agreement;  

 
(d) There is no action, suit, proceeding, inquiry or investigation, at law or in equity, before 

or by any court, governmental agency, public board or body, pending and served on the District 
or, to the knowledge of the District, threatened against the District or its properties or operations 
(i) seeking to restrain or enjoin the issuance, sale, execution or delivery of the Bonds, (ii) in any 
way contesting or affecting the validity of the Bonds, any proceedings of the District taken 
concerning the issuance or sale thereof, the pledge or application of any moneys or security 
provided for the payment of the Bonds, or the existence or powers of the District relating to the 
issuance of the Bonds, or (iii) which, if determined adversely to the interests of the District or its 
interests, would have a material and adverse effect on the consummation of the transactions 
contemplated by or the validity of the Indenture or this Bond Purchase Agreement or on the 
financial condition, properties or operations of the District; 

 
(e) To the best of its knowledge, the execution and delivery of the Bonds, the Indenture 

and this Bond Purchase Agreement, and the consummation of the transactions therein and herein 
contemplated, and the fulfillment of or compliance with the terms and conditions thereof and 
hereof will not conflict with or constitute a violation or breach of or default (with due notice or 
the passage of time or both) under any applicable law or administrative rule or regulation, or any 
applicable court or administrative decree or order, or any indenture, mortgage, deed of trust, loan 
agreement, lease, contract or other agreement or instrument to which the District is a party or by 
which it or its properties are otherwise subject or bound, or result in the creation or imposition of 
any prohibited lien, charge or encumbrance of any nature whatsoever upon any of the property 
or assets of the District, which conflict, violation, breach, default, lien, charge or encumbrance 
might have consequences that would materially and adversely affect the consummation of the 
transactions contemplated by this Bond Purchase Agreement or the financial condition, 
properties or operations of the District or its properties; 

 
(f) To the best of its knowledge, the District is not in breach or default under any applicable 

law or administrative regulation of the State of California or the United States or any applicable 
judgment or decree or any loan agreement, indenture, bond, note, resolution, agreement or other 
instrument to which the District is a party or is otherwise subject, which breach or default may 
have consequences that would materially and adversely affect the consummation of the 
transactions described in the Indenture or this Bond Purchase Agreement, and no event has 
occurred and is continuing which, with the passage of time or the giving of notice, or both, would 
constitute such a default or an event of default under any such instrument; 

 
(g) The District has not incurred any material liabilities, direct or contingent, nor has there 

been any material adverse change in the financial position, results of operation or condition, 
financial or otherwise, of the District since June 30, 20__, which has not been disclosed to the 
Purchaser, whether or not arising from transactions in the ordinary course of business; 

 
(h) Other than issuance of the Bonds, between the date hereof and the date of the Closing, 

the District will not, without the prior written consent of the Purchaser, incur any material 
liabilities, direct or contingent, other than in the ordinary course of business; 

 
(i) All approvals, consents, authorizations, certifications and other orders of any 

governmental authority, board, agency or commission having jurisdiction, and all filings with 
any such entities, which would constitute conditions precedent to or the failure to obtain which 
would materially adversely affect the performance by the District of its obligations hereunder or 
under the Indenture, have been or will be duly obtained and no further consent, approval, 
authorization or other action by any governmental or regulatory authority having jurisdiction 
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over the District is or will be required for the issue and sale of the Bonds or the consummation by 
the District of the other transactions described in this Bond Purchase Agreement; 

 
(j) The District will furnish such information, execute such instruments and take such 

other action in cooperation with the Purchaser as the Purchaser may reasonably request in order 
for the Purchaser to determine the eligibility of the Bonds for investment under the laws of such 
states and other jurisdictions of the United States of America, and will use its best efforts to 
continue such qualification in effect so long as required for distribution of the Bonds; provided, 
however, that in no event shall the District be required to take any action which would subject it 
to general or unlimited service of process in any jurisdiction in which it is not now so subject; and 

 
(k) The audited financial statements of the District for the fiscal year ended June 30, 2021, 

delivered to the Purchaser present fairly and accurately the financial condition and operations of 
the District for that period in accordance with generally accepted accounting principles and on a 
basis consistent with past accounting practices reflected in the prior fiscal year’s audited financial 
statements. 

 
The execution and delivery of this Bond Purchase Agreement by the District shall 

constitute a representation by the District to the Purchaser that the representations, warranties 
and agreements contained in this Section 3 are true as of the date hereof; provided that as to all 
matters of law the District is relying on the advice of counsel to the District; and provided further 
that no member of the governing body of the District shall be individually liable for the breach of 
any representation, warranty or agreement contained herein. 

 
4. Conditions to the Obligations of the Purchaser. The obligation of the Purchaser to accept 

delivery of and pay for the Bonds on the Closing Date shall be subject, at the option of the 
Purchaser, to the accuracy in all material respects of the representations, warranties and 
agreements on the part of the District contained herein as of the date hereof and as of the Closing 
Date, to the accuracy in all material respects of the statements of the officers and other officials of 
the District made in any certificates or other documents furnished pursuant to the provisions 
hereof, and to the performance by the District of its obligations to be performed hereunder at or 
prior to the Closing Date and to the following additional conditions: 

 
(a) At the Closing Date, the Indenture and this Bond Purchase Agreement shall be in full 

force and effect in the form heretofore submitted to the Purchaser, with only such changes as shall 
be agreed to in writing by the Purchaser, and there shall have been taken in connection with the 
issuance of the Bonds and with the transactions contemplated thereby and by this Bond Purchase 
Agreement, all such actions as, in the opinion of Quint & Thimmig LLP, Bond Counsel, shall be 
necessary and appropriate; 

 
(b) At the Closing Date, the Indenture and this Bond Purchase Agreement shall not have 

been amended, modified or supplemented, except as may have been agreed to in writing by the 
Purchaser; 

 
(c) Between the date hereof and the Closing Date, the Bonds shall not have been materially 

adversely affected, in the reasonable judgment of the Purchaser, by reason of any of the following: 
 
(i) legislation enacted (or resolution passed) by or introduced or pending 

legislation amended in the Congress or recommended for passage by the President of the 
United States, the Secretary of the Treasury or any member of Congress, or a decision 
rendered by a court established under Article III of the Constitution of the United States 
or by the Tax Court of the United States, or an order, ruling, regulation (final, temporary 
or proposed), official statement, press release or other form of notice or communication 
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issued or made by or on behalf of the Treasury Department or the Internal Revenue 
Service of the United States, by the President or other agency of the federal government 
or members of Congress with the purpose or effect, directly or indirectly, of imposing 
federal income taxation upon interest as would be received by the Purchaser as the owner 
of the 2022B Bonds; 

 
(ii) the United States shall have become engaged in hostilities which have resulted 

in a declaration of war or a national emergency, or there shall have occurred any other 
outbreak or escalation of hostilities, or a local, national or international calamity or crisis, 
financial or otherwise, the effect of such outbreak or escalation, calamity or crisis being 
such as, in the reasonable opinion of the Purchaser, would affect materially and adversely 
the ability of the Purchaser to purchase the Bonds; 

 
(iii) the declaration of a general banking moratorium by federal, New York or 

California authorities, or the general suspension of trading on any national securities 
exchange; 

 
(iv) the imposition by the New York Stock Exchange or other national securities 

exchange, or any governmental authority, of any material restrictions not now in force 
with respect to the Bonds or obligations of the general character of the Bonds or securities 
generally, or the material increase of any such restrictions now in force, including those 
relating to the extension of credit by, or the charge to the net capital requirements of, 
commercial banks similar to the Purchaser;  

 
(v) an order, decree or injunction issued by any court of competent jurisdiction, or 

order, ruling, regulation (final, temporary or proposed), official statement or other form 
of notice or communication issued or made by or on behalf of the Securities and Exchange 
Commission, or any other governmental agency having jurisdiction of the subject matter, 
to the effect that (A) obligations of the general character of the Bonds, or the Bonds, 
including any or all underlying arrangements, are not exempt from registration under the 
Securities Act of 1933, as amended, or that the Indenture is not exempt from qualification 
under the Trust Indenture Act of 1939, as amended, or (B) the execution and delivery of 
obligations of the general character of the Bonds, or the execution and delivery of the 
Bonds, including any or all underlying obligations, as contemplated hereby, is or would 
be in violation of the federal securities laws as amended and then in effect; or 

 
(vi) there shall have occurred any materially adverse change in the affairs or 

financial condition of the District. 
 

(d) At or prior to the Closing Date, the Purchaser shall have received the following 
documents, in each case satisfactory in form and substance to the Purchaser: 

 
(1) A copy of the Indenture, duly executed and delivered by the District and the 

Trustee, with such amendments, modifications or supplements as may have been agreed 
to in writing by the Purchaser; 

 
(2) Approving opinions, dated the Closing Date and addressed to the District, of 

Quint & Thimmig LLP, Bond Counsel, together with letters from said Bond Counsel 
authorizing the Purchaser to rely on said opinion; 

 
(3) A supplemental opinion, dated the Closing Date and addressed to the 

Purchaser and the District, to the effect that: 
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(i) the Bond Purchase Agreement has been duly executed and delivered by 
the District and, assuming due authorization, execution and delivery by the 
Purchaser, is a valid and binding obligation of the District, subject to laws relating 
to bankruptcy, insolvency, reorganization arrangement, fraudulent conveyance, 
moratorium or other laws affecting creditors’ rights generally, to the application 
of equitable principles, to the exercise of judicial discretion in appropriate cases 
and to the limitations on legal remedies against a local health care district in the 
State of California; and 

 
(ii) the Bonds are not subject to the registration requirements of the 

Securities Act of 1933, as amended, and the Indenture is exempt from qualification 
as an indenture pursuant to the Trust Indenture Act of 1939, as amended; 

 
(4) An opinion dated the Closing Date and addressed to the District and the 

Purchaser, of McDougal Love Boehmer Foley Lyon & Mitchell, La Mesa, California, 
counsel to the District, in substantially the form attached hereto as Exhibit B; 

 
(5) A certificate of the Chief Executive Officer of the District, or such other officer 

as is acceptable to the Purchaser, dated the Closing Date, to the effect that the 
representations and agreements of the District contained herein are true and correct in all 
material respects as of the Closing Date, to the effect that: 

 
(i) no litigation is pending and served on the District or, to the knowledge 

of such officer, threatened (a) to restrain or enjoin the issuance or delivery of any 
of the Bonds or the collection of Revenues pledged under the Indenture, (b) in any 
way contesting or affecting the authority for the issuance of the Bonds or the 
validity of the Bonds, the Indenture or this Bond Purchase Agreement, or (c) in 
any way contesting the existence or powers of the District; 

 
(ii) since June 30, 20__, no material and adverse change has occurred in the 

financial position or results of operations of the District other than as disclosed to 
the Purchaser; 

 
(iii) the District has not, since June 30, 20__, incurred any material liabilities 

other than in the ordinary course of business or as disclosed to the Purchaser; and 
 
(iv) no proceedings are pending or threatened (1) in any way contesting or 

affecting the District’s status as a local health care district or (2) to subject any 
income of the District to federal income taxation; 

 
(6) A Certificate as to Arbitrage and Tax Compliance Procedures for the 2022B 

Bonds in form satisfactory to Bond Counsel; 
 
(7) A copy of the completed Form 8038-G of the Internal Revenue Service for the 

2022B Bonds, executed by the District; 
 
(8) A certified copy of the Resolution authorizing the execution and delivery of the 

Bonds, the Indenture and this Bond Purchase Agreement;  
 
(9) A certificate of the Trustee, dated the Closing Date and signed by an authorized 

representative of the Trustee, to the effect that: 
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(i) The Trustee is a duly organized and existing national banking 
association in good standing under the laws of the United States of America and 
has all necessary power and authority to enter into and perform its duties under 
the Indenture; 

 
(ii) The Trustee is duly authorized to enter into the Indenture and has duly 

executed and delivered the Indenture; 
 
(iii) The Bonds have been duly authenticated and delivered by the Trustee; 
 
(iv) The execution and delivery of the Indenture and the authentication and 

delivery of the Bonds and compliance with the provisions thereof, will not conflict 
with, or constitute a breach of or default under, the Trustee’s duties under any law, 
administrative regulation, court decree, resolution, articles of association, bylaws 
or other agreement to which the Trustee is subject or by which it is or may be 
bound; provided, however, the Trustee need not make any representations and 
warranties with respect to compliance with any federal and state securities laws; 
and 

 
(v) To the knowledge of the Trustee, there is no action, suit, proceeding, 

inquiry or investigation, at law or in equity, before or by any court, governmental 
agency, public board or body, served upon or threatened against the Trustee, 
affecting the existence of the Trustee, or the entitlement of its officers to their 
respective offices or seeking to prohibit, restrain or enjoin the execution and 
delivery of the Bonds or the collection of revenues pledged or to be pledged to pay 
the principal, redemption premium, if any, and interest represented by the Bonds, 
or the pledge thereof, or in any way contesting or affecting the validity or 
enforceability of the Indenture, or the Bonds; or contesting the power or authority 
of the Trustee to enter into, adopt or perform its obligations under any of the 
foregoing, wherein an unfavorable decision, ruling or finding would materially 
adversely affect the validly or enforceability of the Indenture or the Bonds; 

 
(10) An opinion of counsel to the Trustee in form and substance satisfactory to the 

Purchaser and Bond Counsel; and 
 
(11) Such additional legal opinions, certificates, proceedings, instruments and 

other documents as the Purchaser, Bond Counsel or counsel to the Purchaser may 
reasonably request to evidence compliance by the District with legal requirements, the 
truth and accuracy, as of the Closing Date, of the representations of the District contained 
herein, and the due performance or satisfaction by the District at or prior to such time of 
all agreements then to be performed and all conditions then to be satisfied by the District. 

 
If the District shall be unable to satisfy the conditions to the Purchaser’ obligations 

contained in this Bond Purchase Agreement or if the Purchaser’ obligations shall be terminated 
for any reason permitted herein, this Bond Purchase Agreement shall terminate and neither the 
Purchaser nor the District shall have any further obligation hereunder. 

 
5. Indemnity. The District shall, to the extent permitted by law, indemnify and hold 

harmless the Purchaser and its directors, officers, employees and agents (each, including the 
Purchaser, an “Indemnified Person”) from and against any and all claims, suits, judgments, costs, 
losses, fines, penalties, damages, liabilities, and expenses, including expert witness fees and legal 
fees, charges and disbursements of any counsel (including in-house counsel fees and allocated 
costs) for any Indemnified Person (“Costs”), to the extent arising out of the negligence or willful 
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misconduct of the District, in connection with, or as a result of: (i) purchase of the Bonds or any 
pre-advice of its issuance any action or proceeding arising out of or in connection with the Bonds 
or the Indenture (whether administrative, judicial or in connection with arbitration), including 
any action or proceeding to compel or restrain any presentation or payment under the Bonds; (ii) 
any unauthorized communication or instruction (whether oral, telephonic, written, telegraphic, 
facsimile or electronic) (each an “Instruction”) regarding the Bonds or error in computer 
transmission; (iii) an adviser, confirmer or other nominated person seeking to be reimbursed, 
indemnified or compensated; (iv) the fraud, forgery or illegal action of parties other than the 
Indemnified Person; (v) the enforcement of this Bond Purchase Agreement or any rights or 
remedies under or in connection with the Indenture or this Bond Purchase Agreement; and (vi) 
the acts or omissions, whether rightful or wrongful, of any present or future de jure or de facto 
governmental or regulatory authority or cause or event beyond the control of such Indemnified 
Person; provided, however, that such indemnity shall not be available to any Person claiming 
indemnification under (i) through (vi) above to the extent that such Costs are found in a final, 
non-appealable judgment by a court of competent jurisdiction to have resulted directly from the 
negligence or willful misconduct of the Indemnified Person claiming indemnity. If and to the 
extent that the obligations of District under this paragraph are unenforceable for any reason, 
District shall make the maximum contribution to the Costs permissible under applicable law but 
no greater than its percentage of liability a determined by a court of competent jurisdiction. 

 
6. Expenses. All reasonable expenses and costs of the District incident to the performance 

of its obligations in connection with the authorization, issuance and sale of the Bonds to the 
Purchaser, including printing costs, fees and expenses of the Trustee, California Debt and 
Investment Advisory Commission fees, fees and expenses of consultants and reasonable fees and 
expenses of Bond Counsel, counsel to the District and counsel to the Purchaser, shall be paid by 
the District.  

 
7. Notices. Any notice or other communication to be given to the District under this Bond 

Purchase Agreement may be given by delivering the same in writing at the District’s address set 
forth above; any notice or other communication to be given to the Purchaser under this Bond 
Purchase Agreement may be given by delivering the same in writing to ____________, Attention: 
____________. The approval of the Purchaser when required hereunder or the determination of 
its satisfaction as to any document referred to herein shall be in writing signed by the Purchaser 
and delivered to the District. 

 
8. Parties in Interest; Survival of Representations and Warranties. This Bond Purchase 

Agreement is made solely for the benefit of the District and the Purchaser (including the 
successors or assigns of the Purchaser), and no other person shall acquire or have any right 
hereunder or by virtue hereof. All the representations, warranties and agreements made by the 
District in this Bond Purchase Agreement shall remain operative and in full force and effect, 
regardless of (i) any investigations made by or on behalf of the Purchaser, (ii) delivery of and 
payment for the Bonds hereunder, and (iii) any termination of this Bond Purchase Agreement.  

 
9. Governing Law. This Bond Purchase Agreement shall be governed by the laws of the 

State of California.  
 
10. Miscellaneous. The headings of the sections of this Bond Purchase Agreement are 

inserted for convenience only and shall not be deemed to be part hereof.  
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11. Counterparts. This Bond Purchase Agreement may be signed in two or more 
counterparts (including counterparts represented by facsimile copies and/or containing facsimile 
signatures); all such counterparts, when signed by all parties, shall constitute but one single 
agreement. 

 
Very truly yours,  
 
____________________, as Purchaser 
 
 
 
By    

Authorized Officer 
Accepted and Agreed to: 
 
SAN GORGONIO MEMORIAL 
HEALTHCARE DISTRICT 
 
 
 
By    
Name    
Titlke    
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EXHIBIT A 
 

MATURITY SCHEDULES 
 
 

2022A Bonds 
Maturity Principal Interest  
(April 1) Amount Rate Price 

    
 

 
2022B Bonds 

Maturity Principal Interest  
(April 1) Amount Rate Price 

    
 
 

REDEMPTION PROVISIONS 
 

2022A Bonds 
 
Optional Redemption. The 2022A Bonds are subject to optional redemption prior to maturity, in 

whole or in part on any Interest Payment Date, from any source of funds, by paying a redemption price 
equal to the aggregate principal amount of 2022A Bonds to be redeemed, together with accrued interest to 
such date and a premium as set forth in the following table: 

 
Redemption Period Redemption Premium 

 
Mandatory Sinking Fund Redemption. The 2022A Bonds are subject to mandatory redemption, in part 

by lot, from Sinking Account payments set forth in the following schedule at a redemption price equal to 
the principal amount thereof to be redeemed (without premium), together with interest accrued thereon to 
the date fixed for redemption; provided, however, that if some but not all of the 2022A Bonds have been 
optionally redeemed, the total amount of Sinking Account payments to be made subsequent to such 
redemption shall be reduced in an amount equal to the principal amount of the 2022A Bonds so redeemed 
by reducing each such future Sinking Account payment on a pro rata basis (as nearly as practicable) in 
integral multiples of $5,000, as shall be designated pursuant to written notice filed by the District with the 
Trustee and the Purchaser. 
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Sinking Account Principal Amount Sinking Account Principal Amount 
Redemption Date to be Redeemed Redemption Date to be Redeemed 

    
    
    
    
    
    
    
    
    
    
    
    
    
    
    
    
    
    
    
    

    
†Maturity 

 
2022B Bonds 

 
Optional Redemption. The 2022B Bonds are subject to optional redemption prior to maturity, in 

whole or in part on any Interest Payment Date, from any source of funds, by paying a redemption price 
equal to the aggregate principal amount of Bonds to be redeemed, together with accrued interest to such 
date and a premium as set forth in the following table: 

 
Redemption Period Redemption Premium 

 
Mandatory Sinking Fund Redemption. The 2022B Bonds are subject to mandatory redemption, in part 

by lot, from Sinking Account payments set forth in the following schedule at a redemption price equal to 
the principal amount thereof to be redeemed (without premium), together with interest accrued thereon to 
the date fixed for redemption; provided, however, that if some but not all of the 2022B Bonds have been 
optionally redeemed, the total amount of Sinking Account payments to be made subsequent to such 
redemption shall be reduced in an amount equal to the principal amount of the 2022B Bonds so redeemed 
by reducing each such future Sinking Account payment on a pro rata basis (as nearly as practicable) in 
integral multiples of $5,000, as shall be designated pursuant to written notice filed by the District with the 
Trustee and the Purchaser. 
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Sinking Account Principal Amount Sinking Account Principal Amount 
Redemption Date to be Redeemed Redemption Date to be Redeemed 

    
    
    
    
    
    
    
    
    
    
    
    
    
    
    
    
    
    
    
    

    
†Maturity 
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EXHIBIT B 
 

FORM OF OPINION OF COUNSEL TO THE DISTRICT 
 
 

[Closing Date] 
 
 
________________ 
________________ 
________________ 
 

Re: $_________ San Gorgonio Memorial Healthcare District Revenue Bonds Series 2022A 
(Federally Taxable) and $_________ San Gorgonio Memorial Healthcare District Revenue 
Bonds Series 2022B 

 
 
Ladies and Gentlemen: 
 

We have served as counsel to the San Gorgonio Memorial Healthcare District (the 
“District”) in connection with the issuance by the District of San Gorgonio Memorial Healthcare 
District Revenue Bonds Series 2022A (Federally Taxable) (the “2022A Bonds”), and the issuance 
by the District of San Gorgonio Memorial Healthcare District Revenue Bonds Series 2022B, in the 
aggregate principal amount of $_______ (the “2022B Bonds” and, with the 2022A Bonds, the 
“Bonds”) in the aggregate principal amount of $_________. The Bonds are issued pursuant to the 
provisions of The Local Health Care District Law, constituting Division 23 of the California 
Health and Safety Code and are issued under and secured by an indenture, dated as of April 1, 
2022 (collectively, the “Indenture”), by and between the District and U.S. Bank National 
Association, as trustee (the “Trustee”). The Bonds are being sold pursuant to a Bond Purchase 
Agreement, dated April 6, 2022 (the “Bond Purchase Agreement”), between the District and 
____________, as purchaser. 

 
The proceeds from the sale of the 2022A Bonds will be used to (i) finance certain working 

capital needs of the District, and (ii) to pay the costs of issuance of the 2022A Bonds. The proceeds 
from the sale of the 2022B Bonds will be used to (i) finance the acquisition of certain capital 
equipment for the District, and (ii) to pay the costs of issuance of the 2022B Bonds 

 
In connection with this opinion, we have assumed the authenticity of all records, 

documents, and instruments submitted to us as originals, the genuineness of all signatures, the 
legal capacity of natural persons and the conformity to the originals of all records, documents, 
and instruments submitted to us as copies. We also have assumed that there are no facts or 
circumstances relating to you that might prevent you from enforcing any of the rights to which 
our opinion relates. We have based our opinion upon our review of the following records, 
documents and instruments: 

 
(a) A copy of the Indenture. 
 
(b) A copy of the Bond Purchase Agreement. 
 
(c) Resolution No. _____ (the “Resolution”) adopted by the District on April 

5, 2022, authorizing the execution and delivery of the Bonds and the 
Transaction Documents (hereinafter defined). 
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The documents and instruments listed in items (a) through (c) above are collectively 
referred to herein as the “Transaction Documents.” 

 
Where our opinion relates to our “knowledge,” such knowledge is based upon our 

examination of the records, documents, instruments, and certificates enumerated or described 
above and the actual knowledge of attorneys in this firm who are currently involved in 
substantive legal representation of the District. With your consent, we have not examined any 
records of any court, administrative tribunal or other similar entity in connection with our 
opinion. Except as described herein, we have undertaken no investigation or verification of such 
matters. 

 
Based upon the foregoing and our examination of such questions of law as we have 

deemed necessary or appropriate for the purpose of this opinion, and subject to the limitations 
and qualifications expressed below, it is our opinion that: 

 
(1) The District is a local health care district duly existing under the laws of the State 

of California, has full legal right, power and authority to enter into the Indenture and the Bond 
Purchase Agreement and to carry out and consummate all transactions contemplated by the 
Indenture and the Bond Purchase Agreement. 

 
(2) The Resolution, approving and authorizing the execution of the Indenture, the 

Bond Purchase Agreement and the Bonds was duly adopted at a meeting of the governing body 
of the District which was called and held pursuant to law and with all public notice required by 
law and at which a quorum was present and voted. 

 
(3) To our knowledge, there is no action, suit, proceeding or investigation at law or in 

equity before or by any court, public board or body pending and served or threatened against the 
District to restrain or enjoin the issuance or delivery of the Bonds or the collection of revenues 
pledged under the Indenture, contesting any authority for the issuance of the Bonds or the 
validity of the Bonds, the Indenture or the Bond Purchase Agreement, contesting the existence or 
powers of the District with respect to the issuance of the Bonds or the security therefor wherein 
an unfavorable decision, ruling or finding would adversely affect the transactions contemplated 
by the Indenture, the Bond Purchase Agreement or the validity of the Bonds. 

 
(4) The Bonds, the Indenture and the Bond Purchase Agreement have been duly 

authorized, executed and delivered by the District and, assuming due authorization, execution 
and delivery by the other parties thereto where applicable, are valid and binding limited 
obligations of the District enforceable in accordance with their terms. 

 
This opinion is limited to the federal laws of the United States of America and the laws of 

the State of California. We disclaim any opinion as to the laws of any other jurisdiction and we 
further disclaim any opinion as to any statute, rule, regulation, ordinance, order or other 
promulgation of any regional or local governmental body. This opinion is based upon the law in 
effect on the date hereof, and we assume no obligations to revise or supplement this opinion 
should such law be changed by legislative action, judicial decision, or otherwise. In connection 
with this opinion letter, we also have assumed the following: (a) consideration has been duly 
given under the Transaction Documents; (b) the District is the legal, beneficial and record owner 
of the collateral described in any Transaction Documents and the descriptions of collateral in the 
Transaction Documents sufficiently describe the collateral intended to be covered by such 
documents; (c) any lien documents are in suitable form, notarized if required, and duly filed or 
recorded with the appropriate government offices; (d) the Transaction Documents accurately 
describe the mutual understanding of the parties thereto, and that there are no oral or written 
statements that modify, amend, or vary, or purport to modify, amend, or vary, any of the terms 



 

Exhibit B 
Page 3 

of the Transaction Documents; (e) the information, factual matters, representations and 
warranties contained in the Transaction Documents, records, certificates and other documents 
we have reviewed are true, correct and complete; and (f) the other parties to Transaction 
Documents have the proper authority to engage in the transactions contemplated thereunder and 
at all times have complied and will comply with the Transaction Documents and related 
documents and with all applicable requirements governing their actions and will act in a 
commercially reasonable manner. 

 
In connection with this opinion, we advise you that: 
 
A. Enforceability is subject (i) to bankruptcy, insolvency, reorganization, 

arrangement, moratorium, and other laws of general applicability relating to or affecting 
creditors’ rights, (ii) to general principles of equity, whether such enforcement is considered in a 
proceeding in equity or at law, (iii) to limitations imposed by applicable law or public policy on 
the enforceability of the indemnification provisions, and (iv) to the qualification that certain 
waivers, procedures, remedies, and other provisions of the Transaction Documents may be 
unenforceable under or limited by applicable law. 

 
B. The enforceability of the Transaction Documents is further subject to the effect of 

general principles of equity. These principles include, without limitation, concepts of commercial 
reasonableness, materiality and good faith and fair dealing. These principles require the parties 
to act reasonably, in good faith and in a manner that is not arbitrary or capricious in the 
administration and enforcement of the Transaction Documents and will preclude them from 
invoking penalties for defaults that bear no reasonable relation to the damage suffered or that 
would otherwise work a forfeiture. 

 
C. The effectiveness of indemnities, rights of contribution, exculpatory provisions 

and waivers of the benefits of statutory provisions may be limited on public policy grounds. 
 
D. Section 1717 of the California Civil Code provides that, in any action on a contract 

where the contract specifically provides that attorneys’ fees and costs incurred to enforce that 
contract shall be awarded either to one of the parties or to the prevailing party, then the party 
who is determined to be the party prevailing in the action, whether that party is the party 
specified in the contract or not, shall be entitled to reasonable attorneys’ fees in addition to other 
costs. 

 
E. Any provisions of the Transaction Documents requiring that waivers must be in 

writing may not be binding or enforceable if a non-executory oral agreement has been created 
modifying any such provision or an implied agreement by trade practice or course of conduct has 
given rise to a waiver. 

 
F. Section 9109(d)(17) of the California Uniform Commercial Code (the “Code”) 

provides that the secured transactions provisions of the Code do not apply to transfers by a 
government or governmental unit, and, therefore, the rights and remedies of the Trustee under 
the Transaction Documents which purport to incorporate rights and remedies under the Code 
may not be enforceable and as such, we express no opinion on such matters. 

 
G. Any provisions of the Transaction Documents regarding another party’s right to 

apply proceeds of fire or other casualty insurance policies or awards of damages in condemnation 
proceedings against the District’s secured obligations will not be enforceable unless application 
of such proceeds or damages is reasonably necessary to protect such security interests. 
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H. We assume that in the enforcement of any lien documents, all parties will act in 
accordance with applicable statutory and other legal requirements, including applicable case law 
and that enforcement of rights or remedies thereunder may be limited when imposing fees and 
charges in the event of default, upon acceleration of the District’s obligations for transfers of 
interests, leases, or grants of junior encumbrances, attempting to secure a deficiency claim before 
exhausting the secured property or other remedies, among other things. 

 
I. We have further relied on certain representations, warranties and covenants of the 

District in the Transaction Documents. Any variations may affect the opinions we are giving. 
 
J. In connection with our opinion, we have not reviewed and express no opinion on 

(i) financial statements or covenants, financial or audit reports or the consents related thereto or 
similar provisions requiring financial calculations or determinations, (ii) provisions relating to 
the occurrence of a “material adverse effect” or similar words, or (iii) parol evidence bearing on 
interpretation or construction. 

 
We express no opinion as to: (a) the priority of any lien or security interest created, or 

purported to be created, by any of the Transaction Documents or the enforceability of any lien in 
the real property of the District; (b) any securities, tax, anti-trust, land use, export, safety, 
environmental, hazardous materials, choice of law, insurance company or banking laws, rules or 
regulations; (c) applicable interest rate limitations of California law for loans or forbearances; or 
(d) the effect on the District’s obligations, and any other party’s rights, under the Transaction 
Documents of laws relating to fraudulent transfers and fraudulent obligations set forth in sections 
544 and 548 of the federal Bankruptcy Code and section 3439 et seq. of the California Civil Code. 

 
In rendering our opinion, we are expressing no opinion on the validity of the Bonds. 
 
We furnish this opinion as counsel to the District and only the addressee and Quint & 

Thimmig LLP may rely upon it. This letter shall not be used, quoted, distributed, circulated or 
relied upon by any other person or entity for any purpose, without our prior written consent. 

 
Respectfully submitted, 
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