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In the opinion of Jones Hall, A Professional Law Corporation, San Francisco, California, Bond Counsel to the Authority subject, however
to certain qualifications described herein, under existing law, the interest on the Series 2019 Bonds is excluded from gross income for federal
income tax purposes and such interest is not an item of tax preference for purposes of the federal alternative minimum tax. In the further
opinion of Bond Counsel, such interest is exempt from California personal income taxes. See “TAX MATTERS” herein.

$17,805,000°
BELMONT JOINT POWERS FINANCING AUTHORITY
SEWER REVENUE BONDS
SERIES 2019

Dated: Date of Delivery Due: August 1, as shown on inside cover

General. The captioned bonds (the “Series 2019 Bonds”) are being issued by the Belmont Joint Powers Financing Authority (the
“Authority”) under an Indenture dated as of December 1, 2019, (the “Indenture”), between the Authority and The Bank of New York Mellon Trust
Company, N.A., as trustee (the “Trustee”).

Purpose of the Series 2019 Bonds. Proceeds of the Series 2019 Bonds will be used to (i) finance certain improvements to the sewer
collection, conveyance and treatment system (the “Sewer System”) of the City of Belmont (the “City”), (ii) fund a reserve fund for the Series
2019 Bonds (which may be closed in the circumstances described in this Official Statement), and (iii) pay the costs of issuing the Series 2019
Bonds. See “FINANCING PLAN — The Project.”

DTC; Interest Payment Dates. The Series 2019 Bonds will be delivered as fully registered bonds, registered in the name of Cede & Co.
as nominee of The Depository Trust Company, New York, New York (“DTC"), and will be available to ultimate purchasers (“Beneficial Owners”)
in integral multiples of $5,000, under the book-entry system maintained by DTC. Beneficial Owners will not be entitled to receive delivery of
certificates representing their ownership interest in the Series 2019 Bonds. Interest on the Series 2019 Bonds is payable semiannually on each
February 1 and August 1, commencing February 1, 2020, by the Trustee to DTC for subsequent disbursement to DTC participants, so long as
DTC, or its nominee, remains the registered owner of the Series 2019 Bonds.

Redemption Prior to Maturity. The Series 2019 Bonds are subject to redemption prior to maturity as described in this Official
Statement. See “THE SERIES 2019 BONDS.”

Security for the Series 2019 Bonds. The Series 2019 Bonds are secured by and payable from “Revenues,” which primarily consist of
installment payments (the “2019 Installment Payments”) paid by the City to the Authority under an Installment Purchase Agreement dated as
of December 1, 2019 (the “2019 Installment Purchase Agreement”).

Security for the 2019 Installment Payments. The 2019 Installment Payments are secured by a pledge of “System Revenues” of the
City, generally consisting of the sewer service charges received or receivable by the City from the ownership or operation of the Sewer System.
However, the 2019 Installment Payments are payable from “System Net Revenues” because the City may use System Revenues to pay the
costs of operating and maintaining the Sewer System (“Operation and Maintenance Costs”) whenever they are due and payable.

Debt Service Reserve Fund. Concurrently with the issuance of the Series 2019 Bonds, the Authority will establish a debt service reserve
fund (“Reserve Fund”). Moneys in the Reserve Fund will be used and withdrawn solely for the purpose of paying principal of and interest on
the Series 2019 Bonds in the event the 2019 Installment Payments deposited with the Trustee are insufficient for that purpose. Upon
defeasance of the Existing Parity Debt described below, the Authority will no longer be obligated to maintain the Reserve Fund. See
“SECURITY FOR THE BONDS - Reserve Fund”.

No Parity Bonds. The Series 2019 Bonds are the only obligations that may be payable from Revenues.

Parity Debt. The City currently has outstanding two installment payment obligations (the “Existing Parity Debt”) that are secured by a
pledge of System Revenues on a parity basis with the 2019 Installment Payments, and the 2019 Installment Purchase Agreement authorizes
the City to incur additional obligations secured by a pledge of System Revenues on a parity basis with the Existing Parity Debt and the 2019
Installment Payments.

Limited Obligation. The Series 2019 Bonds are payable only from Revenues. The obligation of the City to make the 2019 Installment
Payments is a special obligation of the City that is secured by a pledge of System Revenues and payable solely from System Net Revenues.
The general fund of the City is not liable for, and neither the faith and credit nor the taxing power of the City is pledged to, the payment of the
2019 Installment Payments.

Summary Only. This cover page contains certain information for quick reference only. It is not intended to be a summary of all factors
relating to an investment in the Series 2019 Bonds. Investors should review the entire Official Statement before making any investment decision.

MATURITY SCHEDULE
(See inside cover)

The Series 2019 Bonds will be sold and awarded pursuant to a competitive bidding process to be held on November 20, 2019, as set forth
in the Official Notice of Sale. The Series 2019 Bonds are offered when, as and if issued, and accepted by the Purchaser, subject to approval
as to legality by Jones Hall, A Professional Law Corporation, San Francisco, California, Bond Counsel, and subject to certain other conditions.
Jones Hall, A Professional Law Corporation, San Francisco, California is acting as Disclosure Counsel. Certain legal matters will be passed
upon for the City and the Authority by the City Attorney. It is anticipated that the Series 2019 Bonds will be available for delivery in book-entry
form on or about December 10, 2019.

Dated: , 2019
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MATURITY SCHEDULE

$17,805,000
SEWER REVENUE BONDS,
SERIES 2019
(Base CUSIP': )

Maturity Principal Interest CUSIPt
(August 1) Amount Rate Yield Price Number
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040
2041
2042
2043
2044
2045
2046
2047
2048
2049

1 Copyright 2019, American Bankers Association. CUSIP data in this Official Statement are provided for convenience of reference
only. Neither the City, the Authority, nor Underwriter assumes any responsibility for the accuracy of these CUSIP data.
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GENERAL INFORMATION ABOUT THIS OFFICIAL STATEMENT

No Offering May Be Made Except by this Official Statement. No dealer, broker, salesperson or other
person has been authorized to give any information or to make any representations with respect to the Series
2019 Bonds other than as contained in this Official Statement, and if given or made, such other information or
representation must not be relied upon as having been authorized.

No Unlawful Offers or Solicitations. This Official Statement does not constitute an offer to sell or the
solicitation of an offer to buy in any state in which such offer or solicitation is not authorized or in which the person
making such offer or solicitation is not qualified to do so or to any person to whom it is unlawful to make such
offer or solicitation.

Effective Date. This Official Statement speaks only as of its date, and the information and expressions of
opinion contained in this Official Statement are subject to change without notice. Neither the delivery of this
Official Statement nor any sale of the Series 2019 Bonds will, under any circumstances, create any implication
that there has been no change in the affairs of the City, the Authority or any other parties described in this Official
Statement.

Use of this Official Statement. This Official Statement is submitted in connection with the sale of the Series
2019 Bonds referred to in this Official Statement and may not be reproduced or used, in whole or in part, for any
other purpose. This Official Statement is not a contract with the purchasers of the Series 2019 Bonds.

Preparation of this Official Statement. The information contained in this Official Statement has been
obtained from sources that are believed to be reliable, but this information is not guaranteed as to accuracy or
completeness.

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

Document References and Summaries. All references to and summaries of the Indenture or other
documents contained in this Official Statement are subject to the provisions of those documents and do not
purport to be complete statements of those documents.

Bonds are Exempt from Securities Laws Registration. The issuance and sale of the Series 2019 Bonds
have not been registered under the Securities Act of 1933, as amended (the “Securities Act”), or the Securities
Exchange Act of 1934, as amended (the “Securities Exchange Act”), in reliance upon exemptions for the issuance
and sale of municipal securities provided under Section 3(a)(2) of the Securities Act and Section 3(a)(12) of the
Securities Exchange Act.

Stabilization of Prices. In connection with this offering, the Underwriter may overallot or effect transactions
which stabilize or maintain the market price of the Series 2019 Bonds at a level above that which might otherwise
prevail in the open market. Such stabilizing, if commenced, may be discontinued at any time. The Underwriter
may offer and sell the Series 2019 Bonds to certain dealers and others at prices lower than the public offering
prices set forth on the cover page hereof and said public offering prices may be changed from time to time by
the Underwriter.

Estimates and Projections. Certain statements included or incorporated by reference in this Official
Statement constitute “forward-looking statements” within the meaning of the Private Securities Litigation Reform
Act of 1995, Section 21E of the Securities Exchange Act and Section 27A of the Securities Act. Such statements
are generally identifiable by the terminology used such as “plan,” “expect,” “estimate,” “budget” or other similar
words.

THE ACHIEVEMENT OF CERTAIN RESULTS OR OTHER EXPECTATIONS CONTAINED IN SUCH
FORWARD-LOOKING STATEMENTS INVOLVE KNOWN AND UNKNOWN RISKS, UNCERTAINTIES AND
OTHER FACTORS WHICH MAY CAUSE ACTUAL RESULTS, PERFORMANCE OR ACHIEVEMENTS
DESCRIBED TO BE MATERIALLY DIFFERENT FROM ANY FUTURE RESULTS, PERFORMANCE OR
ACHIEVEMENTS EXPRESSED OR IMPLIED BY SUCH FORWARD-LOOKING STATEMENTS. THE CITY
AND THE AUTHORITY DO NOT PLAN TO ISSUE ANY UPDATES OR REVISIONS TO THOSE FORWARD-
LOOKING STATEMENTS IF OR WHEN ITS EXPECTATIONS, OR EVENTS, CONDITIONS OR
CIRCUMSTANCES ON WHICH SUCH STATEMENTS ARE BASED OCCUR.

Website. The City maintains a website; however, the information presented on the website is not a part of
this Official Statement and should not be relied upon in making an investment decision with respect to the Series
2019 Bonds.
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OFFICIAL STATEMENT

$17,805,000"
BELMONT JOINT POWERS FINANCING AUTHORITY
SEWER REVENUE BONDS
SERIES 2019

INTRODUCTION

This Official Statement, including the cover page and appendices, is provided to furnish
information in connection with the sale by the Belmont Joint Powers Financing Authority (the
“Authority’) of the captioned bonds (the “Series 2019 Bonds”). This Introduction contains a brief
summary of certain information contained in this Official Statement. It is not intended to be
complete and is qualified by the more detailed information contained elsewhere in this Official
Statement. Definitions of certain terms used in this Official Statement are set forth in “APPENDIX
B — Summary of the Indenture and the 2019 Installment Purchase Agreement.”

Authority for Issuance. The Series 2019 Bonds are being issued pursuant to an
Indenture dated as of December 1, 2019 (the “Indenture”), by and between the Authority and
The Bank of New York Mellon Trust Company, N.A., as trustee (the “Trustee”). The Series 2019
Bonds are authorized pursuant to the terms of Article 4 of Chapter 5 of Division 7 of Title 1 of the
California Government Code (the “Code”).

Use of Proceeds. The proceeds of the Series 2019 Bonds will be used to (i) finance
certain improvements to the sewer collection, conveyance and treatment system (the “Sewer
System”) of the City of Belmont (the “City”), (ii) fund a reserve fund for the Series 2019 Bonds
(which may be closed in the circumstances described in this Official Statement), and (iii) pay the
costs of issuing the Series 2019 Bonds. See “THE PROJECT.”

Security for the Series 2019 Bonds. The Series 2019 Bonds will be issued and secured
pursuant to the terms of the Indenture. The Series 2019 Bonds are special obligations of the
Authority payable solely from Revenues, which consist generally of installment payments (the
“2019 Installment Payments”) to be made by the City to the Authority under an Installment
Purchase Agreement, by and between the City and the Authority, dated as of December 1, 2019
(the “2019 Installment Purchase Agreement”), and from amounts on deposit in certain funds
and accounts held under the Indenture. No funds of the Authority other than the Revenues are
pledged to or available for payment of the principal of or interest on the Series 2019 Bonds.

Security for the 2019 Installment Payments. The 2019 Installment Payments are limited
obligations of the City under the 2019 Installment Purchase Agreement. The 2019 Installment
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Payments are secured by a pledge of System Revenues, and payable from System Net
Revenues. See “SECURITY FOR THE SERIES 2019 BONDS” herein.

No Parity Bonds. The Series 2019 Bonds are the only obligations that may be payable
from Revenues.

Existing Parity Debt; Future Parity Debt. The City currently has outstanding two
installment payment obligations (the “Existing Parity Debt”) that are secured by a pledge of
System Revenues on a parity basis with the 2019 Installment Payments:

¢ An Installment Purchase Agreement by and between the City and the Authority,
dated as of March 1, 2016 (the "2016 Refunding Installment Purchase
Agreement") pursuant to which the City refinanced the cost of prior improvements
to the Sewer System. The City’s installment payments under the 2016 Refunding
Installment Purchase Agreement are used to pay debt service on the Authority’s
the $9,945,000 Belmont Joint Powers Financing Authority Sewer Refunding
Revenue Bonds, Series 2016 (the “2016 Refunding Bonds”).

¢ An Installment Purchase Agreement by and between the City and the Authority,
dated as of March 1, 2016 (the "2016 New Money Installment Purchase
Agreement"; together with the 2016 Refunding Installment Purchase Agreement,
the “2016 Installment Purchase Agreements”) pursuant to which the City
financed improvements to the Sewer System. The City’s installment payments
under the 2016 Refunding Installment Purchase Agreement are used to pay debt
service on the Authority’s $16,120,000 Belmont Joint Powers Financing Authority
Sewer Revenue Bonds, Series 2016 (the “2016 New Money Bonds”).

In addition, the 2019 Installment Purchase Agreement authorizes the City to incur
additional obligations secured by a pledge of System Revenues on a parity basis with the Existing
Parity Debt and the 2019 Installment Payments. See “SECURITY FOR THE SERIES 2019
BONDS - Existing Parity Debt; Future Parity Debt.”

Rate Covenant Under the 2019 Installment Purchase Agreement. The 2019
Installment Purchase Agreement will require the City, to the fullest extent permitted by law, to fix,
prescribe and collect rates and charges and maintain its operations such that System Net
Revenues will be equal to 125% of the 2019 Installment Payments and other Parity Debt of the
City during each Fiscal Year. See “SECURITY FOR THE SERIES 2019 BONDS — Rate Covenant
Under the 2019 Installment Purchase Agreement.”

Debt Service Reserve Fund. Concurrently with the issuance of the Series 2019 Bonds,
the Trustee will establish, maintain and hold in trust a separate fund under the Indenture
designated as the Reserve Fund. Moneys available to the Reserve Fund will be used and
withdrawn solely for the purpose of paying principal of and interest on the Series 2019 Bonds in
the event the 2019 Installment Payments deposited with the Trustee are insufficient for that
purpose. Upon defeasance of the 2016 Refunding Bonds and the 2016 New Money Bonds,
the City will no longer be obligated to maintain the Reserve Fund. See “SECURITY FOR
THE BONDS — Reserve Fund”.

Limited Obligation. The Series 2019 Bonds are payable only from Revenues. The
obligation of the City to make the 2019 Installment Payments is a special obligation of the City
that is secured by a pledge of System Revenues and payable solely from System Net Revenues.



The general fund of the City is not liable for, and neither the faith and credit nor the taxing power
of the City is pledged to, the payment of the 2019 Installment Payments.

Risk Factors. The purchase of the Series 2019 Bonds involves certain risks. For a
description of some of these risks, see “RISK FACTORS.”

The Authority. The Authority is a joint exercise of powers agency created pursuant to the
California Government Code and a Joint Exercise Powers Agreement, dated as of August 1, 1992
between the Belmont Redevelopment Agency and the City, as amended by (i) the First Amended
and Restated Joint Exercise of Powers Agreement, dated as of January 1, 2017, by and among
the City, the Successor Agency to the Belmont Redevelopment Agency, and the Belmont Fire
Protection District and (ii) a Second Amended and Restated Joint Exercise of Powers Agreement.
The current members of the Authority are the City and the Belmont Fire Protection District.

The City. For selected financial, economic and demographic information about the City,
see “APPENDIX C — General Demographic Information About the City of Belmont and County of
San Mateo.”

The City’s audited financial statements for the fiscal year ended June 30, 2018, are
attached as Appendix A.

The Sewer System. The Sewer System in the City consists of approximately 85 miles of
gravity sanitary sewers and force mains and 11 pump stations. The service area of the Sewer
System consists of approximately 2,350 acres, serving an estimated population of about 26,700
persons. Sewer treatment is provided for the City through its participation in Silicon Valley Clean
Water (“Silicon Valley Clean Water”), which owns and operates a sub-regional wastewater
treatment plant and related conveyance facilities that serve the City of Belmont, the cities of
Redwood City and San Carlos and the West Bay Sanitary District.

See “THE SEWER SYSTEM.”

Definitive Statement. All descriptions and summaries of various documents in this Official
Statement do not purport to be comprehensive or definitive, and reference is made to each
document for complete details of all terms and conditions. All statements in this Official Statement
are qualified in their entirety by reference to each document. Certain capitalized terms used in
this Official Statement and not defined in this Official Statement have the respective meanings
given to them in “APPENDIX B — Summary of the Indenture and the 2019 Installment Purchase
Agreement.”



FINANCING PLAN
The Project

A portion of the proceeds of the Series 2019 Bonds will be deposited into the Project Fund
established under the Indenture and used to acquire and construct certain public improvements
of the City’s Sewer System. The capital improvements consist of projects such as rehabilitation
of the North Road Pump station and Force Main, the Island Parkway Sewer Pump Station and
the San Juan Pump Station.

The projects are part of the Sewer System’s capital improvement program, which is
intended to address significant deferred maintenance. See “THE SEWER SYSTEM”.

Estimated Sources and Uses of Funds

The anticipated sources and uses of funds relating to the Series 2019 Bonds are as
follows:

Sources:
Principal Amount of the Series 2019 Bonds

Plus Original Issue Premium/Less Original Issue
Discount

Total Sources:

Uses:
Deposit into Project Fund
Deposit into Reserve Fund™
Costs of Issuance®
Underwriter’s Discount
Total Uses:

(1)  Upon defeasance of the 2016 New Money Bonds and the 2016 Refunding Bonds, the Indenture
authorizes the Authority to transfer all amounts in the Reserve Fund into the Project Fund and the
Reserve Fund will be closed. See “SECURITY FOR THE SERIES 2019 BONDS — Reserve Fund;
Closure of the Reserve Fund.

(2) Includes fees of the Trustee, Escrow Agent, Verification Agent and Municipal Advisor, fees of Bond
Counsel and Disclosure Counsel, printing costs, rating agency fees and other related costs.



Debt Service Schedule
Scheduled debt service on the Series 2019 Bonds is shown in the following table.

Debt Service Schedule

Year Ending Total Annual Debt
August 1 Principal Interest Service

2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040
2041
2042
2043
2044
2045
2046
2047
2048
2049

Total



THE SERIES 2019 BONDS
Description

The Series 2019 Bonds will be dated their date of delivery and will be payable in the years
and amounts and bear interest at the rates set forth on the inside cover page hereof, which interest
shall be payable on February 1 and August 1 of each year, commencing February 1, 2020 (each
an “Interest Payment Date”).

The Series 2019 Bonds will be issued in fully registered form, registered in the name of
The Depository Trust Company, New York, New York (“DTC”), or its nominee. Individual
purchases of Series 2019 Bonds registered in the name of DTC, or its nominee, will be made in
book-entry form only in denominations of $5,000. Purchasers of such Series 2019 Bonds will not
receive physical delivery of certificates representing their purchased Series 2019 Bonds.
Principal, interest and premium, if any, payable with respect to such Series 2019 Bonds will be
paid by wire transfer of the Trustee to DTC, which is obligated in turn to remit such interest,
principal and premium, if any, to DTC Participants (as defined in this Official Statement), which is
obligated in turn to remit such interest, principal and premium, if any, to the Beneficial Owners (as
defined in this Official Statement) of such Series 2019 Bonds. See “APPENDIX F — Book Entry
Only System.”

Interest on the Series 2019 Bonds will be payable on each Interest Payment Date by check
mailed by first class mail on such Interest Payment Date to the registered Owners thereof (as
defined in this Official Statement) at the address shown on the registration books maintained by
the Trustee on the applicable Record Date (as defined in this Official Statement); provided,
however, that any Owner of at least $1,000,000 in aggregate principal amount of Series 2019
Bonds may be paid interest by wire transfer upon written request of such Owner submitted to the
Trustee prior to the Record Date.

While the Series 2019 Bonds are held in the book-entry only system of DTC, all such
payments will be made to Cede & Co., as the registered Owner of the Series 2019 Bonds.
The principal of the Series 2019 Bonds and any premium upon redemption, are payable in lawful
money of the United States of America upon presentation and surrender thereof at the principal
corporate trust office of the Trustee. See “APPENDIX F — Book Entry Only System.”

Optional Redemption

The Series 2019 Bonds maturing on and before August 1, 2029 are not subject to
redemption prior to their fixed maturity dates. The Series 2019 Bonds maturing on or after August
1, 2030 are subject to optional redemption by the Authority on any date on or after August 1,
2029, prior to their respective stated maturity dates, as a whole or in partin such principal amounts
and from such maturity dates as selected by the Authority at the direction of the City, from funds
derived by the Authority from any lawful source and deposited with the Trustee, upon mailed
notice as provided in the Indenture, at a redemption price equal to the principal amount of the
Series 2019 Bonds or the portions thereof called for redemption, together with interest accrued
thereon to the date fixed for redemption, without premium.



Sinking Fund Redemption

Sinking Fund Installments are established under the Indenture for the mandatory
redemption and payment of the Series 2019 Bonds maturing on August 1, 20__, which payments
will become due during the years ending on the dates and in the amounts set forth in the following
schedule (except that if any such Term Bonds have been optionally redeemed as described above
the amounts of such Sinking Fund Installments will be reduced by the principal amount of all such
Term Bonds so optionally redeemed).

Sinking Fund
Redemption Date Sinking Fund
(August 1) Installment

Redemption Procedures

Whenever less than all the Outstanding Bonds of the Series 2019 Bonds maturing on any
one date are called for redemption at any one time, the Trustee will select the Bonds of the Series
2019 Bonds to be redeemed (from the Outstanding Bonds of the Series 2019 Bonds maturing on
such date not previously selected for redemption) by lot in any manner which the Trustee deems
fair.

Notice of redemption of any Bonds of the Series 2019 Bonds or any portion thereof will be
mailed by first class mail, postage prepaid, the Trustee not less than 20 nor more than 60 days prior
to the redemption date of such Bonds (i) to the respective Owners of the Bonds designated for
redemption at their addresses appearing on the bond registration books kept by the Trustee, (ii)
to the Municipal Securities Rulemaking Board’'s EMMA website and (iii) to the Securities
Depositories. Each notice of redemption of Bonds of a Series will state the date of such notice,
the Bonds of such Series to be redeemed, the date of issue of such Bonds, the redemption
date, the redemption price, whether funds are then on deposit sufficient to pay the redemption
price, the place of redemption (including the name and appropriate address), the CUSIP
number (if any) of the maturity or maturities, and, if less than all Bonds of such Series of any
such maturity are to be redeemed, the distinctive numbers of the Bonds of such maturity
to be redeemed and, in the case of Bonds of the applicable Series to be redeemed in
part only, the respective portions of the principal amount thereof to be redeemed. Each such
notice will also state that on such redemption date there will become due and payable on each
of such Bonds the redemption price thereof or of the specified portion of the principal amount
thereof in the case of a Bond to be redeemed in part only, together with interest accrued thereon
to the redemption date, and that from and after such redemption date interest thereon will
cease to accrue, and will require that such Bonds be then surrendered at the Corporate Trust
Office of the Trustee specified in the redemption notice as the place of redemption; provided,
that failure by the Trustee to give notice to any one or more of the Municipal Securities
Rulemaking Board or Securities Depositories, or the insufficiency of any such notice or the
failure of any Owner to receive any redemption notice mailed to such Owner or any immaterial
defect in the notice so mailed shall not affect the sufficiency of the proceedings for the
redemption of any Bonds.

From and after the date fixed for redemption of any Bonds of a Series or any portions
thereof, if notice of such redemption will have been duly given and funds available for the



payment of such redemption price of the Bonds or such portions thereof so called for redemption
will have been duly provided, no additional interest will accrue on such Bonds or such portions
thereof from and after the redemption date specified in such notice.

SECURITY FOR THE SERIES 2019 BONDS

This section provides summaries of the security for the Series 2019 Bonds, and certain
provisions of the Indenture. See APPENDIX B for a more complete summary of the Indenture
and the 2019 Installment Purchase Agreement. Capitalized terms used but not defined in this
section have the meanings given in APPENDIX B.

Security Under the Indenture; Pledge and Application of Revenues

General. Under the Indenture, the Authority irrevocably transfers and assigns over to the
Trustee all of the 2019 Installment Payments received by the Authority under the 2019 Installment
Purchase Agreement (the “Revenues”) and any and all rights it has to enforce the obligations of
the City under the 2019 Installment Purchase Agreement. The Revenues and amounts in the
other funds or accounts held under the Indenture (except the Rebate Funds) are irrevocably
pledged by the Authority to the punctual payment of the interest on and principal of and
redemption premium, if any, on the Series 2019 Bonds. The Revenues and such other funds and
accounts are not permitted to be used for any other purpose while any of the Series 2019 Bonds
remain Outstanding; subject to the provisions permitting the application thereof for the purposes
and on the conditions and terms set forth therein. The Indenture provides that this pledge
constitutes a first lien on the applicable Revenues and such other money for the payment of the
Series 2019 Bonds in accordance with the terms thereof.

Revenue Fund. The Indenture establishes a special fund known as the “Revenue Fund”
held by the Trustee into which all Installment Payments, received pursuant to the 2019 Installment
Purchase Agreement, are deposited. The money in the Revenue Fund is required to be
transferred by the Trustee for deposit in the following respective funds (each of which is
maintained with the Trustee pursuant to the Indenture) at the following times and in the following
order of priority:

(1) Interest Fund;

(2) Principal Fund;

(3) Sinking Fund; and

(4) Reserve Fund.

Interest Fund. The Trustee will transfer for deposit in the Interest Fund for the Series
2019 Bonds at least eight Business Days prior to each Interest Payment Date, an amount of
money from the Revenue Fund which is equal to the aggregate amount of the interest becoming
due and payable on all Outstanding Bonds of the Series 2019 Bonds on the Interest Payment
Date.

Principal Fund. The Trustee will transfer for deposit in the Principal Fund for the Series

2019 Bonds at least eight Business Days prior to August 1 of each year, an amount of money
from the Revenue Fund which, together with any money contained in the Principal Fund, is equal



to the aggregate amount of the principal becoming due and payable on all Outstanding Serial
Bonds of the Series 2019 Bonds on the Principal Payment Date.

Sinking Fund. The Trustee will transfer for deposit in the Sinking Fund for the Series 2019
Bonds at least eight Business Days prior to August 1 of each year as required, an amount of
money from the Revenue Fund equal to the Sinking Fund Installments for the Series 2019 Bonds
payable on the Sinking Fund Payment Date.

Reserve Fund. In the event of a withdrawal of amounts from the Reserve Fund for the
Series 2019 Bonds to make payments in respect of the Series 2019 Bonds to the Interest Fund,
Principal Fund or Sinking Fund, the Trustee will deposit in the Revenue Fund amounts necessary
to restore the amount in the Reserve Fund to the Reserve Fund Requirement; provided, that if
there has been a draw upon any policy of insurance, surety bond, letter of credit or other
comparable credit facility used to provide all or a portion of the Reserve Fund Requirement for
the Series 2019 Bonds, said Installment Payments will be applied to reimburse the provider of
such instrument for payments made under such draw plus its expenses in connection therewith.

Upon defeasance of the 2016 Refunding Bonds and the 2016 New Money Bonds,
the City will no longer be obligated to maintain the Reserve Fund.

Reserve Fund; Closure of the Reserve Fund

General. Under the Indenture, the Trustee holds in trust a separate fund designated as
the Reserve Fund. The amount on deposit in the Reserve Fund for the Series 2019 Bonds is
required to be maintained in an amount at least equal to the Reserve Fund Requirement. The
initial Reserve Fund Requirement for the Series 2019 Bonds is equal to $

“Reserve Fund Requirement” is defined as the amount, as calculated from time to time,
equal to the least of (i) maximum annual debt service on the Series 2019 Bonds, (ii) 125% of
average annual debt service on the Series 2019 Bonds or (iii) 10% of the original principal amount
of the Series 2019 Bonds;

The Indenture permits all or any portion of the Reserve Fund Requirement (following
written notification to the rating agencies then rating the Series 2019 Bonds) to be satisfied by the
provision of a policy of insurance, a surety bond, a letter of credit or other comparable credit
facility, or a combination thereof, which, together with money on deposit in such Reserve Fund,
provide an aggregate amount equal to the Reserve Fund Requirement, so long as (i) the provider
of any such policy of insurance, surety bond, letter of credit or other comparable credit facility is
rated in one of the two highest rating categories (at all times) by Moody's and by Standard &
Poor's, (ii) in the case of a substitution of cash for a credit facility, the Trustee has received an
opinion of counsel of recognized standing in the field of law relating to municipal bonds
substantially to the effect that such substitution is authorized or permitted under this Indenture
and will not adversely affect the exclusion from gross income of interest on the Bonds for federal
income tax purposes, (iii) if such credit facility is not an irrevocable surety bond in the highest
rating category of both Moody's and Standard & Poor's, the Trustee has received written
confirmation from the rating agencies then rating the Series 2019 Bonds that such substitution
will not cause a lowering or withdrawal of any ratings on the Series 2019 Bonds, and (iv) the
Trustee has received an opinion of counsel to the effect that the credit facility to be substituted is
avalid , binding and legally enforceable obligation; and provided further, that in the event that any
previously funded cash portion of the Reserve Fund Requirement is satisfied by the provision of
such a policy of insurance, surety bond, letter of credit or other comparable credit facility, or a



combination thereof, the amount of money the Reserve Fund equal to the portion of the Reserve
Fund Requirement then being satisfied by such credit facility shall (upon receipt of a Written
Request of the City) be withdrawn by the Trustee from the Reserve Fund and transferred to the
City.

Permanent Release of Funds in the Reserve Fund. At such time as the 2016 New
Money Bonds and the 2016 Refunding Bonds are no longer outstanding, then all amounts on
deposit in the Reserve Fund will be transferred to the Project Fund and the Reserve Fund will be
closed.

No Parity Bonds
The Series 2019 Bonds are the only obligations that may be payable from Revenues.
Pledge of Revenues Under the 2019 Installment Purchase Agreement

General. The 2019 Installment Purchase Agreement provides that all System Revenues
and all amounts on deposit in the System Revenue Fund (defined below) are irrevocably pledged
to the payment of the 2019 Installment Payments and any Parity Debt, and that the System
Revenues will not be used for any other purpose while any of the 2019 Installment Payments
remain unpaid, except that the City is authorized to spend System Revenues on Operation and
Maintenance Costs when they are due and payable.

The 2019 Installment Purchase Agreement provides that this pledge, together with the
pledge created by any Parity Debt, constitutes a first and exclusive lien on System Revenues for
the payment of the 2019 Installment Payments and all other Parity Debt.

The 2019 Installment Purchase Agreement includes the following material terms and
definitions:

“System Revenues” means all sewer service charges received or receivable by
the City from the ownership or operation of the Sewer System, determined in accordance
with Generally Accepted Accounting Principles, including all fees, rates, charges and all
amounts paid under any contracts received by or owed to the City in connection with the
operation of the Sewer System and all proceeds of insurance relating to the Sewer System
and all other income and revenue howsoever derived by the City from the ownership or
operation of the Sewer System or arising from the Sewer System, subject to and after
satisfaction of any Prior Liens. System Revenues shall not include interest earned on
investments, income on joint ventures, disaster assistance, intergovernmental transfers,
connection fees or developer agreement revenues. System Revenues does not include
revenues from the City’s Sewer Treatment Facility Charges.

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

“Operation and Maintenance Costs” means the reasonable and necessary
costs paid or incurred by the City for maintaining and operating the Sewer System,
determined in accordance with Generally Accepted Accounting Principles, including all
reasonable expenses of management and repair and all other expenses necessary to
maintain and preserve the Sewer System in good repair and working order, and including
all administrative costs of the City that are charged directly or apportioned to the operation
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of the Sewer System, such as salaries and wages of employees, overhead, taxes (if any)
and insurance premiums (including payments required to be paid into any self-insurance
funds), and including all other reasonable and necessary costs of the City or charges
required to be paid by it to comply with the terms of the 2019 Installment Purchase
Agreement or of any Supplemental Agreement or of any resolution authorizing the
execution of any Parity Debt, such as compensation, reimbursement and indemnification
of the Trustee and the Authority and fees and expenses of Independent Certified Public
Accountants; but excluding in all cases (i) payment of Parity Debt and Subordinate
Obligations, (ii) costs of capital additions, replacements, betterments, extensions or
improvements which under Generally Accepted Accounting Principles are chargeable to
a capital account, and depreciation, replacement and obsolescence charges or reserves
therefor and amortization of intangibles.

Costs payable to Silicon Valley Clean Water for the costs of operating and
maintaining Silicon Valley Clean Water’s treatment facilities are included in “Operation
and Maintenance Costs”. See ‘THE SEWER SYSTEM - Treatment of the City’'s
Wastewater.”

“Sewer Treatment Facility Charges” means all amounts authorized to be
allocated by the City pursuant to its Ordinance Adding Section 21.93, Relating to the
Sewer Treatment Facility Charge, to Article 4 of Chapter 21 of the Belmont Municipal Code
and Adopting a Schedule for the Sewer Treatment Facility Charge, adopted on May 12,
2009, as it shall be amended from time to time

System Revenue Fund. In order to carry out and effectuate such pledge the City agrees
and covenants that all System Revenues will be deposited when and as received in a special fund
designated as the “System Revenue Fund”’, which fund the City agrees and covenants to
maintain and to hold separate and apart from other funds so long as any 2019 Installment
Payments remain unpaid. The City is required, from the moneys in the System Revenue Fund, to
pay all Operation and Maintenance Costs (including amounts reasonably required to be set aside
in contingency reserves for Operation and Maintenance Costs, the payment of which is not then
immediately required) as such Operation and Maintenance Costs become due and payable.
Thereafter, all remaining moneys in the System Revenue Fund are required to be set aside by
the City at the following times for the transfer to the following respective special funds in the
following order of priority.

Installment Payments and Parity Debt. On or before each Installment Payment
Date, the City is required, from the moneys in the System Revenue Fund, to transfer to
the Trustee the 2019 Installment Payment due and payable on that Installment Payment
Date. Any amounts on deposit in the Revenue Fund, Interest Fund, Principal Fund and
Sinking Fund established under the Indenture that is available to pay debt service on the
Bonds on the related Interest Payment Date will be credited to the portion of the 2019
Installment Payment designated as interest due and payable on such date. The City is
also obligated, from the moneys in the System Revenue Fund, to transfer to the applicable
trustee for deposit in the respective payment fund, without preference or priority, and in
the event of any insufficiency of such moneys ratably without any discrimination or
preference, any other Parity Obligation Payments in accordance with the provisions of any
Parity Obligation.

Debt Service Reserve Funds. On or before the first Business Day of each month,
the City shall, from the remaining moneys in the System Revenue Fund, thereafter, without
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(ii) the estimated System Net Revenues for the 12 calendar months following
the date of incurring such additional obligations will be at least equal to 125% of Maximum
Annual Debt Service on all Parity Debt to be outstanding immediately after the incurring
of such additional obligations.

For purposes of the computations to be made as described in clause (ii) above, the
determination of the System Net Revenues:

(i) may take into account any increases in rates and charges which relate to
the Sewer System and shall take into account any reduction in such rates and charges,
which will be effective prior to or at the time of incurring such proposed additional
obligations;

(ii) may take into account an allowance for any estimated increase in such
System Net Revenues from any revenue producing additions to or improvements or
extensions of the Sewer System to be made with the proceeds of such additional
obligations or with the proceeds of obligations previously issued, as shown by a certificate
of an Independent Financial Consultant; and

(iii) for the period contemplated by clause (ii), Operation and Maintenance
Costs of the Sewer System shall be deemed to be the same as for the period for which a
calculation is done pursuant to clause (i), but adjusted, if deemed necessary by the
Independent Financial Consultant, for any increased Operation and Maintenance Costs
of the Sewer System which are, in the judgment of the Independent Financial Consultant,
essential to maintaining and operating the Sewer System.

The certificate or certificates described above shall not be required if the additional
obligations being incurred are for the purpose of refunding then Outstanding Parity Debt and at
the time of the incurring of such additional obligations a certificate of an Authorized City
Representative shall be delivered showing that Maximum Annual Debt Service on all outstanding
Parity Debt after the incurring of such additional obligations will not exceed Maximum Annual Debt
Service on all Parity Debt outstanding prior to the incurring of such additional obligations.

Notwithstanding the foregoing, Parity Debt issued to refund outstanding obligations may
be delivered without satisfying the conditions set forth above if Annual Debt Service in each Fiscal
Year after the Fiscal Year in which such Parity Debt is issued is not greater than Annual Debt
Service would have been in each such Fiscal Year prior to the issuance of such Parity Debt, as
certified by the City.

Nothing contained in the 2019 Installment Purchase Agreement limits the issuance of any
revenue bonds of the City payable from the System Net Revenues and secured by a lien and
charge on the System Revenues if, after the issuance and delivery of such revenue bonds, none
of the 2019 Installment Payments will remain unpaid. Furthermore, nothing in the 2019
Installment Purchase Agreement limits the issuance of any Subordinate Obligations.

Rate Covenant Under the 2019 Instalilment Purchase Agreement
Gross Revenue Covenant. The 2019 Installment Purchase Agreement provides that the

City will fix, prescribe and collect rates, fees and charges and manage the operation of the Sewer
System for each fiscal year so as to yield Revenues at least sufficient, after making reasonable
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allowances for contingencies and errors in the estimates, to pay the following amounts during
such fiscal year:

(i) All current Operation and Maintenance Costs.

(ii) The 2019 Installment Payments and payments for other Parity Debt and the
payment of the Subordinate Obligations as they become due and payable.

(iii) All payments required for compliance with the terms of the 2019 Installment
Purchase Agreement, including restoration of the Reserve Fund to an amount equal to the
Reserve Fund Requirement, and of any Supplemental Agreement.

(iv) All payments to meet any other obligations of the City which are charges, liens or
encumbrances upon, or payable from, the System Revenues.

Net Revenue Covenant. The City has covenanted in the 2019 Installment Purchase
Agreement that it will, to the maximum extent permitted by law, fix, prescribe and collect rates
and charges for the Sewer Service which will be at least sufficient to yield during each fiscal year
System Revenues equal to 125% of the applicable Debt Service payable in such fiscal year. The
City may make adjustments from time to time in such rates and charges and may make such
classification thereof as it deems necessary, but shall not reduce the rates and charges then in
effect unless the System Revenues from such reduced rates and charges will at all times be
sufficient to meet the requirements of the rate covenant.
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THE SEWER SYSTEM
General

The City’s Sewer System consists of the City’s sanitary sewer collection, conveyance
and treatment system. The City provides for wastewater treatment through its participation in
a sub-regional wastewater treatment plant and related conveyance facilities owned and
operated by Silicon Valley Clean Water (see “- Treatment of the City’s Wastewater” below).

The Sewer System provides collection, conveyance and treatment of all
residential, commercial and light industrial sewage in the City service area. The Sewer
System facilities include over 85 miles of sewer lines and 11 sewer lift stations.

Many of Belmont's sewer pipelines were installed over 50 to 90 years ago, and are
in dire need of rehabilitation, replacement or upsizing. In addition, the pump stations and
force mains are also in need of rehabilitation. The estimated costs of this work are
described in “- Capital Improvement Program” below. In addition, see below a discussion
of the capital improvement program for Silicon Valley Clean Water’s treatment system,
which treats the City’s wastewater and which is paid for, in part, by the City with System
Revenues.

Treatment of the City’s Wastewater

The information in this section was derived from information made publicly available by
Silicon Valley Clean Water, including Silicon Valley Clean Water's January 2019 Long Range
Financial Plan (“Silicon Valley Clean Water Long Range Financial Plan”), which is available
on the internet:

http://www.svcw.org/departments/SiteAssets/SitePages/finance/SVCW%202019%20Lon
g%20Range%20Financial%20Plan.pdf

The City cannot guarantee the accuracy of the information provided by Silicon Valley
Clean Water that is included in this Official Statement, but the City is not aware of any material
misstatements in or omissions from such information.

General. Sewer treatment is provided for the City through its participation in a joint powers
authority named Silicon Valley Clean Water. Wastewater from the City’'s Sewer System is
transported by gravity and pressure pipelines to the Silicon Valley Clean Water’'s Shoreway Pump
Station, where it is pumped to Silicon Valley Clean Water’s treatment plant in Redwood City for
treatment and disposal.

Silicon Valley Clean Water is a joint exercise of powers authority that provides wastewater
transmission, treatment, and effluent disposal services to the City, the cities of Redwood City, and
San Carlos, and the West Bay Sanitary District (collectively, the “Members”). Silicon Valley Clean
Water operates under a Joint Exercise of Powers Agreement (the “Joint Powers Agreement”)
dated November 13, 1975, as amended, between the Members. Under the Joint Powers
Agreement, Silicon Valley Clean Water owns and operates certain wastewater facilities, and the
Members are obligated to pay Silicon Valley Clean Water for their allocable share of Silicon Valley
Clean Water’s operating, maintenance, and capital expenses.
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Silicon Valley Clean Water's wastewater treatment plant was constructed in 1980 and is
located in the Redwood Shores area of Redwood City bordering the San Francisco Bay. The
treatment plant processes all wastewater conveyed from each of the Members’ sewer service
areas. The treatment plant is comprised of liquid and solids treatment processes. Most of the
treated effluent is disposed via Silicon Valley Clean Water’s effluent disposal pipeline. However,
a portion of Silicon Valley Clean Water's wastewater undergoes a higher level of treatment and
disinfection and is used to supply recycled water to Redwood City.

The City’s Treatment Plant Capacity Rights. Under the Joint Powers Agreement, each
of the Members has rights to capacity in the treatment plant as shown in the following table.

Silicon Valley Clean Water Maximum Capacity Rights

Per Member Agency

Member Average Daily Dry Peak Wet BOD SS

Agency Weather Flow (mgd) Weather Flow (mgd) (Ibs per day) (Ibs per day)
Belmont 2.3 8.8 5,204 5,678
Redwood City™" 11.4 30.5 38,727 36,510
San Carlos 3.7 14.3 6,982 9,554
West Bay SD 6.6 14.4 14,137 13,308
Total 24.0 68.0 65,050 65,050

(1) Peak Wet Weather Flow shown for Redwood City is for capacity rights in treatment plant. Redwood City’s Peak Wet Weather Flow
capacity in the conveyance system is 25.9 mgd.
Source: Silicon Valley Clean Water Joint Powers Agreement.

Under the Joint Powers Agreement, any of the Members can purchase or lease available
capacity from any of the other Members subject to written approval from Silicon Valley Clean
Water.

Silicon Valley Clean Water’s Cash Flow Requirements. Silicon Valley Clean Water’s
annual cash flow requirements from Members have more than doubled over the past 10 years,
mostly due to higher debt service payments needed to finance its capital improvement plan
described below. When isolated to only operating expenditures (excluding depreciation), Silicon
Valley historical operating unit costs have increased 75% since fiscal year 2007-08. Increased
costs are attributable to ordinary inflationary pressure, increased maintenance staff,
establishment of an engineering division to develop and manage the capital improvement plan,
and volatility of operating volumes (flow attributable to drought and increased concentrations of
biological oxygen demand and total suspended solids).

Silicon Valley Clean Water reports that its annual cash flow requirements in fiscal year
2019-20 are estimated to be $48 million, and that its cash flow requirements are projected to
increase to $81.3 million in fiscal year 2028-29 when projected new debt is in place. Silicon Valley
Clean Water reports that the largest expected increases in expenditures over the next 10 years
is debt service, which is estimated to peak at $43.2 million annually. Other non-debt related
expenditures are less impactful; the average annual increase in operation and maintenance
expenses is projected to be less than 4%. The City pays its share of Silicon Valley Clean Water's
operation and maintenance expenses as Operation and Maintenance Costs under the 2019
Installment Purchase Agreement.
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According to the Silicon Valley Clean Water Long Range Financial Plan, the City is projected to be responsible for the following
share of Silicon Valley Clean Water’s cash flow requirements (cost in millions of dollars) through fiscal year 2028-29:

City of Belmont
Projected Share of Silicon Valley Clean Water Cash Flow Requirements

Description 2019-20 2020-21 2021-22 2022-23 2023-24 2024-25 2025-26  2026-27 2027-28 2028-29
Operating Expense (1) $3.09 $3.20 $3.33 $3.33 $3.30 $3.40 $3.500 $3.60 $3.71 $3.82
Existing Bonds - - - - - - - - - -

Existing SRF Loans (2) 0.18 0.18 0.18 0.18 0.24 0.24 .24 0.24 0.24 0.24
New Bonds (2) 0.14 0.14 0.29 0.29 0.29 0.29 0.29 0.29
New SRF Loans (2) 0.54 0.54 00.54 0.54 0.54 0.54 00.54 0.54
New WIFIA Loan (2) 1.26 1.26 1.26
Revenue Funded Capital (1) 0.17 0.14 0.14 0.14 0.14 0.14 0.14 0.14 0.14 0.14
‘New Cash Reserves (1) 0.09 0.14 0.19 0.24 0.28 0.33 0.38 0.43 0.47 0.52
Total 3.53 3.67 4.52 4.56 4.80 4.95 5.10 6.51 6.67 6.83

(1) These items are paid by the City to Silicon Valley Clean Water, and the City accounts for them as Operation and Maintenance Costs.

(2) These obligations will be paid by the City with Sewer Treatment Facility Charges.

Source: Silicon Valley Clean Water Long Range Financial Plan.
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Silicon Valley Clean Water Capital Improvement Program. Silicon Valley Clean
Water’s wastewater treatment plant was placed in operation in November 1981 and connected to
an influent conveyance system and effluent disposal system that was built in 1969. In 20086,
engineering studies determined that the majority of Silicon Valley Clean Water's fixed assets were
beyond their useful lives and needed replacement. Silicon Valley initiated a capital improvement
program to replace and rehabilitate the wastewater conveyance and treatment system. Silicon
Valley Clean Water reports that it has completed more than 120 projects and spent $290 million
through October 2018, and that, inclusive of spending through January 2019, the capital
improvement program will cost $849.6 million when complete.

The majority of the anticipated costs are attributable to replacement of the aging
conveyance system infrastructure, namely the Regional Environmental Sewer Conveyance
Upgrade program (“RESCU program”), which is projected to cost $443 million.

Capital costs are distributed based on each Member’'s percentage of capacity rights, as
set forth below:

Belmont San Carlos Redwood City West Bay
9.45% 15.14% 48.57% 26.84%

According to the Silicon Valley Clean Water Long Range Financial Plan, the City is
projected to be responsible for the following share of Silicon Valley Clean Water's capital
improvement costs (cost in millions of dollars):

2018-19 2019-20 2020-21 202122 2022-23 2023-24 2024-25 202526 Total
$127  $1841 $132  $38 $1.0 $0.4 $0.4 $3.4 $52.8

The City expects to pay for most of these costs with its Sewer Treatment Facility Charge
revenue, and to pay for the remainder with other fees that are not included in System Revenues,
such as development agreement fees and connection fees. As a result, the City does not expect
Silicon Valley Clean Water’s capital improvement plan to impact debt service on the Installment
Payments.

The City’s Sewer Treatment Facility Charges. Pursuant to an ordinance of the City
Council of the City adopted on May 12, 2009, the City established Sewer Treatment Facility
Charges to be imposed upon parcels within the City in order to finance the rehabilitation,
replacement and other associated costs (including financial and operating costs) of wastewater
treatment plants, pump stations, outfall pipelines, plant influent force main pipelines and other
treatment facilities that serve the City. The revenues generated by the collection of the Sewer
Treatment Facility Charges are not included in System Revenues.
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The following table summarizes the fiscal year 2019-20 annual Sewer Treatment Facility
Charges.

Sewer Treatment Facility Charges (Annually)
For Residential and Non-Residential Users

Proposed Rates

Collection Fiscal Year 2019-20
Residential:

Base Charge $177.62

Flow Charge (S/HCF) 2.38
Non-Residential:

Base Charge $177.62

Flow Charge Low Strength (S/HCF x 1.14 DRA) $2.38

Flow Charge High Strength (S/HCF x 1.14 DRA) $4.63

Source: City of Belmont.

Obligations Payable from Sewer Treatment Facility Charges. The City previously
executed the following agreements:

(i) an Installment Purchase Agreement, dated as of December 1, 2009, by and
between the City and the Authority (the “2009 Installment Purchase Agreement”);

(ii) an Installment Purchase Agreement, dated as of October 1, 2018, by and between
the City and the Authority (the “2018 Installment Purchase Agreement”) and

(iii) a Financing Agreement, dated as of May 1, 2019, by and between Silicon Valley
Clean Water and the City (the “2019 Financing Agreement”);

The City’s payment obligations under the 2009 Installment Purchase Agreement, the 2018
Installment Purchase Agreement and the 2019 Financing Agreement are secured by and payable
from Sewer Treatment Facility Charges and not from System Revenues;

The City executed the 2009 Installment Purchase Agreement, the 2018 Installment
Purchase Agreement and the 2019 Financing Agreement to finance the rehabilitation,
replacement, and other associated costs (including financing and operating costs) of wastewater
treatment plants, pump stations, outfall pipelines, plant influent force main pipelines, and other
treatment facilities that serve the City, including the facilities owned by Silicon Valley Clean Water.
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Service Area and Customers

The Sewer System serves an area of approximately 4.3 square miles in the City.
The City is the sole and exclusive provider of sewer service within the corporate limits of the
City. The tables below show the number of users of the Sewer System from June 30, 2014 to
June 30, 2018 and the revenues of the Sewer System categorized by user type as of June 30,
2018.

Sewer Service User Base
As of June 30, 2014 to June 30, 2018

User Type 2014 2015 2016 2017 2018
All Users 8,242 8,240 8,239 8,240 8,240

Source: City of Belmont.

Sewer Service Revenues by User Type
As of June 30, 2018

User Type Revenue Percent

Single Family & Multiple Family Residential $8,759,683 84.30%

Commercial/lnstitutional 1,631,565 15.70

Total Revenue $10,391,248 100.00
Source: NBS.
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Largest Sewer Users. The ten largest users of the City’s Sewer System, in terms of fiscal
year 2017-18 charges are listed in the table below. The charges do not include charges related
to treatment of the City’s wastewater.

Ten Largest Users of the Sewer System
As of June 30, 2018

Fiscal Year
201718 % of
User Type Revenues!"  Total
McLellan Estate Co. Multifamily Residential $229,766 2.21%
Prime Old County LP Multifamily Residential 176,226 1.70
Belmont Hotels LLC Commercial-Hotel 151,730 1.46
Carlmont Woods Il LLC Multifamily Residential 136,811 1.32
David D. Bohannon Org et al. Commercial-Hotel 121,764 1.17
Crestview South Apartments LLC  Multifamily Residential 113,973 1.10
Yao Chi Chong & Tien Fong Commercial-Restaurant 82.135 0.79
City of Belmont Various 77,993 0.75
Timberlane Apartments Building Multifamily Residential 67,830 0.65
Sisters of Notre Dame de Namur Institutional-School 66,989 0.64
Total 1,225,217 11.79%
All other customers 9,166,031 88.21%

(1) Based on current Sewer System customers, current billing units and Sewer System charges; includes base and flow charges, excluding
Sewer Treatment Facility Charges..
Source: NBS.
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Charges and Billing

Rate Setting and Collections. Pursuant to City Ordinance, the City levies and assesses
a service charge upon each premises having any sewer connection with the sewerage system
of the City or otherwise discharging sewage which ultimately passes through the City sewerage
system. Rates and charges for sewer service are fixed, from time to time, by resolution of the
City Council. Sewer charges for the prior year are collected on the next year’'s property tax
bill and are paid in two installments due on November 1 and March 1.

Current Sewer System Rates. The following table summarizes the fiscal year 2019-20
annual sewer rates in effect for the City’'s Sewer System. These rates are in effect as of July
1, 2019 and may be subject to future rate increases. For information concerning California
Constitution Articles XIIIC and XIIID that may affect the City’s ability to impose sewer fees and
charges, see “CONSTITUTIONAL LIMITATIONS ON APPROPRIATIONS AND CHARGES -
Articles XIlIC and XIIID of the California Constitution.” For a projection of revenues and
expenditures of the Sewer System and rate increases that may be proposed and considered in
future fiscal years under Articles XIIIC and XIIID that may affect the City’s ability to impose sewer
fees and charges, see “— Projected Operating Results and Debt Service Coverage” herein.

Sewer Collection Rates and Charges (Annually)
For Residential and Non-Residential Users (1)

Proposed Rates

Collection Fiscal Year 2019-20
Residential:

Base Charge $337.96

Flow Charge (S/HCF x 1.14 DRA) 4.81
Non-Residential:

Base Charge $337.96

Flow Charge Low Strength (S/HCF x 1.14 DRA) $4.81

Flow Charge High Strength (S/HCF x 1.14 DRA) $9.35

(1) Does not include Sewer Treatment Facility Charges.
Source: City of Belmont.

The proposed rates are designed to recover the cost of providing sewer service from all
customer classes through fixed fees and volume charges that are calculated based on the
average monthly, non-irrigation, water consumption for the prior winter for all customers.

Drought Regulation Adjustment. The impact of the prior drought, and State mandated
water conservation, impacted the City’s sewer rate revenues over the past five years as a result
of the reduction in winter water consumption (which impacted the volume component of the rates).
The current sewer rates are based on the prior winter water periods. The continued decline in
water consumption is taken into the account in the current sewer rates; most notably, the City
applied a Drought Regulation Adjustment to the winter water consumption to reflect a “normal”
level of water consumption. See “-Drought Regulation Adjustment’ below.

The City expects post-drought water consumption to stay at the levels experienced during
the drought. It is important to note that overall consumption has increased slightly, but the winter
water data remains at levels experienced during the drought. Given that winter water has not
returned to pre-drought levels, the City will continue to apply a Drought Regulation Adjustment.
For the fiscal year 2019-20 rates, each customer’s winter period consumption will be adjusted by
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an additional 14%, or multiplied by 1.14, to develop the consumption for rate setting purposes,
according to the following formula:

Formula: Actual Volume Usage x (1 + (Drought Regulation Adjustment)) =
adjusted volume usage

Example: 5 CCF x (1 +.14) = 6 CCF adjusted volume usage

Connection Fees. The City charges a connection fee for new connections to the City’s
Sewer System. Connection fees are not included in Revenues and are not therefore pledged to
the payment of Installment Payments.

Teeter Plan. The Board of Supervisors of San Mateo County has approved the
implementation of the Alternative Method of Distribution of Tax Levies and Collections and
of Tax Sale Proceeds (the “Teeter Plan”), as provided for in Section 4701 et seq. of the
California Revenue and Taxation Code. Under the Teeter Plan, the County apportions secured
property taxes on an accrual basis when due (irrespective of actual collections) to its local
political subdivisions, including the City, for which the County acts as the tax-levying or collecting
agency. The Teeter Plan was effective as of July 1, 1993.

The Teeter Plan is applicable to all tax levies for which the County acts as the tax-
levying or collecting agency, or for which the County treasury is the legal depository of the
collections. As adopted by the County, the Teeter Plan excludes Mello-Roos community
facilities districts and special assessment districts which provide for accelerated judicial
foreclosure of property for which assessments are delinquent.

The sewer fees which comprise the Revenues are subject to the Teeter Plan. The City
will receive 100% of the sewer fees billed irrespective of actual delinquencies in the collection of
the fees by the County.

The Teeter Plan is to remain in effect unless the Board of Supervisors of the County
orders its discontinuance or unless, prior to the commencement of any fiscal year of the County
(which commences on July 1), the Board of Supervisors receives a petition for its discontinuance
joined in by a resolution adopted by at least two-thirds of the participating revenue districts in
the County, in which event the Board of Supervisors is to order discontinuance of the Teeter
Plan subsequent to its implementation, only those secured property taxes and fees actually
collected would be allocated to political subdivisions (including the City) for which the County
acts as the tax-levying or collecting agency.

23



Sewer Rate Comparison. The following table shows the average residential monthly
sewer bill of sewer customers of the listed public agencies based on 8 HCF volume. For the City,
the rates reflect the City’s annual sewer service charges that contribute to Revenues and the City’s
Sewer Treatment Facility Charge, which is not part of Revenues.

Public Agency Average Residential Monthly Sewer Bill
Town of Hillsborough $276.00
City of Belmont 100.48
City of San Carlos 102.33
West Bay Sanitary District 98.08
City of Millbrae 85.57
City of Foster City 85.20
City of Redwood City 81.76
City of San Mateo 49.98
City of San Bruno 42.51
City of Burlingame 36.46

Source: HDR Inc.
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Pension Plans

The City provides retirement benefits as described below. The City allocated
approximately 5.86% of the retirement benefit costs to the Sewer System in fiscal year 2017-18.

Pension Plans. This caption contains certain information relating to the California Public
Employees’ Retirement System (“CalPERS”). The information is primarily derived from
information produced by CalPERS, its independent accountants and actuaries. None of the City,
the Financial Advisor or the Underwriter has independently verified the information provided by
CalPERS and makes no representations and expresses no opinion as to the accuracy of the
information provided by CalPERS. The comprehensive annual financial reports of CalPERS are
available on its Internet website at www.calpers.ca.gov. The CalPERS website also contains
CalPERS’ most recent actuarial valuation reports and other information concerning benefits and
other matters. Such information is not incorporated by reference herein. None of the City, the
Municipal Advisor or the Underwriter can guarantee the accuracy of such information.

Actuarial assessments are “forward-looking” statements that reflect the judgment of the
fiduciaries of the pension plans, and are based upon a variety of assumptions, one or more of
which may not materialize or may be changed in the future. Actuarial assessments will change
with the future experience of the pension plans.

Plan Description. All qualified employees, including employees of the City that work on
the Sewer System, are eligible to participate in the City’s separate Safety (Police and Fire) (the
“Safety Plan”) and Miscellaneous (all other) (the “Miscellaneous Plan”) Employee Pension Rate
Plans (collectively, the “Pension Plans”). The City’s Miscellaneous and Safety Rate plans are
part of the public agency cost-sharing multiple-employer defined benefit pension plan (“PERF C”),
which is administered by CalPERS. PERF C consists of a miscellaneous pool and a safety pool
(also referred to as “risk pools”), which are comprised of individual employer miscellaneous and
safety rate plans, respectively. Individual employers may sponsor more than one miscellaneous
and safety rate plan. The employers may sponsor more than one miscellaneous and safety rate
plan. The employer participates in one cost-sharing multiple-employer defined benefit pension
plan, regardless of the number of rate plans the employer sponsors.

The City sponsors six rate plans as follows:

(i) plans for employees employed prior to January 1, 2012 (the “First Tier City
Miscellaneous Plan” and the “First Tier City Safety Plan),

(ii) plans for employees employed on or after January 1, 2012 (the “Second Tier
City Miscellaneous Plan” and the “Second Tier City Safety Plan”), and

(iii) plans for employees employed on or after January 1, 2013 (the “Third Tier
City Miscellaneous Plan” and “Third Tier City Safety Plan”).

The Pension Plans are administered by CalPERS. Benefit provisions under the Plan are
established by State statute and City resolution. CalPERS issues publicly available reports that
include a full description of the pension plan regarding benefit provisions, assumptions and
membership information.
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PERS Contributions and Funding Policy. The California Public Employees’ Retirement
Law requires that the employer contribution rates for all public employers are determined on an
annual basis by the CalPERS actuary and shall be effective on the July 1 following notice of a
change in rate. Funding contributions for the Pension Plans are determined annually on an
actuarial basis as of June 30 by CalPERS. The actuarially determined rate is the estimated
amount necessary to pay the Pension Plans’ allocated share of the risk pool’s costs of benefits
earned by employees during the year, and any unfunded accrued liability. The City is required to
contribute the difference between the actuarially determined rate and the contribution rates of
employees.

The City’s employer contribution rates for the Pension Plans as a percentage of payroll
for the last four fiscal years are set forth in the following table.

CalPERS Employer Contribution Rates
Fiscal Years 2016-17 through 2019-20"
By Pension Plan

Fiscal Year Fiscal Year Fiscal Year Fiscal Year

Pension Plan 2016-17 2017-18 2018-19 2019-20
Miscellaneous 21.274% 21.274% 24.874% 29.329%
Safety 59.603 59.603 67.907 80.030

(1) The rates shown are for July 1 of each year; however, it may not be the rate in effect for the complete fiscal year. Changes in
plan benefits, the funding period, prepayments, or other contract changes may not be reflected in these rates.

(2) Projected as of July 1, 2017.

Source: CalPERS Annual Valuation Actuarial Reports as of June 30 of the years 2015, 2016, and 2017.

The City’s total employer contributions and rates for the Pension Plans in aggregate as a
percentage of payroll for the last three fiscal years are set forth in the following table.

CalPERS Employer Contributions
Fiscal Years 2015-16 through 2017-18
All Pension Plans

Fiscal Year Fiscal Year Fiscal Year

2015-16 2016-17 2017-18
City Contribution $4,190,902 $3,581,668 $3,926,990
Contribution as % of
Covered Payroll 28.68% 23.55% 24.90%

Source: City of Belmont.
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Funded Status. The following tables set forth the schedule of funding for the Pension Plans
as of June 30 of the years 2014 through 2017. The following information was provided to the City
by CalPERS and has not been reviewed for accuracy or audited by the Auditor (as hereinafter
defined). CalPERS is responsible for the assumptions, estimates and data that are used to create
the funded ratios.

CalPERS Funded Status
As of June 30 of the years 2014 through 2017
By Pension Plan

Miscellaneous Plan

Plan’s Share Plan’s
Entry Age of Pool’s Share of
Valuation Normal Market Unfunded Annual
Date Accrued Value of Accrued Funded Covered
(June 30) Liability Assets Liability Ratio™ Payroll
2014 $57,161,454 $45,604,364 $11,557,090 79.8% $7,347,737
2015 59,618,125 45,469,086 14,149,039 76.3 7,080,368
2016 62,379,237 44,173,783 18,205,454 70.8 6,829,872
2017 66,224,969 48,121,676 18,103,293 73.7 6,558,725
Safety Plan
Plan’s Share Plan’s
Entry Age of Pool’s Share of
Valuation Normal Market Unfunded Annual
Date Accrued Value of Accrued Funded Covered
(June 30) Liability Assets Liability Ratio™ Payroll
2014 $47,846,363 $35,930,930 $11,915,433 75.1% $2,771,911
2015 49,859,091 35,850,885 14,008,206 71.9 2,552,825
2016 51,921,829 34,887,798 17,034,031 67.2 2,501,227
2017 54,580,002 37,502,650 17,077,352 68.7 2,365,189

(1) Based on the market value of assets.
Source: CalPERS Annual Valuation Actuarial Report as of June 30, 2017 for each Pension Plan.

Recent Actions Taken by CalPERS. On November 18, 2015, the CalPERS’ Board of
Administration (the “Board of Administration”) adopted a funding risk mitigation policy intended
to incrementally lower its discount rate — its assumed rate of investment return — in years of good
investment returns, help pay down the pension fund’s unfunded liability, and provide greater
predictability and less volatility in contribution rates for employers.

On December 21, 2016, the Board of Administration voted to lower its discount rate from
the current 7.5% to 7.0% over the next three years according to the following schedule.
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Fiscal Year Discount Rate

2018-19 7.375%
2019-20 7.250
2020-21 7.000

For public agencies like the City, the new discount rate took effect on July 1, 2018.
Lowering the discount rate means employers that contract with CalPERS to administer their
pension plans will see increases in their normal costs and unfunded actuarial liabilities. Active
members hired after January 1, 2013, under the Public Employees’ Pension Reform Act will also
see their contribution rates rise. The three-year reduction of the discount rate will result in average
employer rate increases of about 1 percent to 3 percent of normal cost as a percent of payroll for
most miscellaneous retirement plans, and a 2 percent to 5 percent increase for most safety plans.
Additionally, many CalPERS employers will see a 30 to 40 percent increase in their current
unfunded accrued liability payments. These payments are made to amortize unfunded liabilities
over 20 years to bring the pension fund to a fully funded status over the long-term.

On February 13, 2018, the Board of Administration voted to shorten the period over which
CalPERS will amortize actuarial gains and losses from 30 years to 20 years for new pension
liabilities, effective for the June 30, 2019 actuarial valuations. Amortization payments for all
unfunded accrued liability bases will be computed to remain a level dollar amount throughout the
amortization period, and certain 5-year ramp-up and ramp-down periods will be eliminated. As a
result of the shorter amortization period and elimination of certain 5-year ramp-up and ramp-down
periods, the contributions required to be made by employers, including the City with respect to
the Pension Plans, are anticipated to increase beginning in fiscal year 2020-21.

Projected Annual Contributions. The following tables show the City’s actuarially-
determined required employer contribution for fiscal year 2019-20 and projected employer
contributions for fiscal year 2020-21 through 2024-25 for Miscellaneous and Safety plans and
assume a 7.25% annual rate of return for fiscal year 2017-18. The following information was
provided to the City by CalPERS and has not been reviewed for accuracy or audited by the
Auditor. CalPERS is responsible for the assumptions, estimates and data that are used to create
the funded ratios.
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CalPERS Projected Annual Contributions
As of June 30, 2017
By Pension Plan

Miscellaneous Plan

Fiscal Year Fiscal Year Fiscal Year Fiscal Year Fiscal Year Fiscal Year
2019-20 2020-21 2021-22 2022-23 2023-24 2024-25

Normal Cost % 10.516% 11.2% 11.2% 11.2% 11.2% 11.2%
UAL Payment $1,343,421 $1,502,000  $1,692,000 $1,851,000  $1,943,000  $2,042,000

Safety Plan
Fiscal Year Fiscal Year Fiscal Year Fiscal Year Fiscal Year Fiscal Year
2019-20 2020-21 2021-22 2022-23 2023-24 2024-25
Normal Cost % 21.927% 23.3% 23.3% 23.3% 23.3% 23.3%

UAL Payment $1,496,226  $1,645,000  $1,819,000  $1,966,000  $1,495,000  $1,575,000

Source: CalPERS Actuarial Valuation Reports as of June 30, 2017 for each Pension Plan.

According to CalPERS, due to the change in the discount rate for the next valuation in
combination with the 5-year phase-in ramp, the increases in the required contributions are
expected to continue for six years from fiscal year 2019-20 through fiscal year 2024-25.

See “APPENDIX A — AUDITED FINANCIAL STATEMENTS OF THE CITY FOR FISCAL
YEAR ENDED JUNE 30, 2018, Note 10, Pension Plans” for additional information about the City’s
retirement plans.

Other Post-Employment Benefits

The City provides other post-employment benefits (the “OPEB Plan”) to retired employees
as described below. The City allocated approximately 8.45% of the OPEB Plan costs to the
Sewer System in fiscal year 2017-18.

Plan Description. By resolution and through agreements with its labor units, the City
provides certain health care benefits for retired employees (spouse and dependents are not
included) under third-party insurance plans (Retiree Health Care Benefits Plans). The City
participates in the CalPERS health care plan, which is governed under the California Public
Employees health and Medical Care Act (“PEMCHA”). During fiscal year 2008, the City Council
passed a resolution to participate in the California Employers Retirees Benefit Trust (‘CERBT”),
an irrevocable trust established to fund OPEB. CERBT is an agent-multiple-employer defined
benefit other postemployment benefits plan administered by CalPERS, and is managed by an
appointed board to under the control of the City Council. CERBT consists of participating
employers of the State and public agencies. Individual employers may establish more than one
plan.

City employees may become eligible to receive retiree benefits under the OPEB Plan

when they reach age 50 and have either 10 or 12 years of service, depending on hire date and
bargaining unit. As of June 30, 2019, there were approximately 126 active City eligible
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participants and 96 eligible City retirees or surviving spouses, exclusive of living spouses and
dependents, receiving benefits.

Changes in Reporting Requirements — GASB 75. In fiscal year 2017-18, the City
implemented “Governmental Accounting Standards Board (“GASB”) Statements No. 75,
Accounting and Financial Reporting for Postemployment Benefits other than Pensions, and No.
85, Omnibus 2017" (“GASB Statement No. 75”). GASB Statement No. 75 established standards
of accounting and financial reporting for defined benefit OPEB and defined contribution OPEB
that are provided to the employees of state and local governmental employers through OPEB
plans that are administered through trusts or equivalent arrangements. The standards in GASB
Statement No. 75 parallel the pension standards issued in 2012 under GASB Statement No. 68.

Contributions. In accordance with the City budget, the Actuarially Determined
Contribution (“ADC”) is to be funded throughout the year as a percentage of payroll. For the year
ended June 30, 2018, the City’s contributions to the Plans was $1,116,762.

Schedule of OPEB Contributions
Fiscal Years 2017-18

2017-18
Actuarially Determined Contribution (ADC) $1,153,043
Contribution in relation to ADC (1,139,664)
Contribution deficiency (excess) 13,379
Covered employee payroll $10,160,430
Contributions as percentage of covered-employee payroll 11%

(1) Unaudited.
Source: City of Belmont.

Net OPEB Liability. The City’s net OPEB liability for the measurement period ended June
30, 2018 was measured as of June 30, 2017, and the total OPEB liability used to calculate the
net OPEB liability for such fiscal year was determined by an actuarial valuation dated January 1,
2017, that was rolled forward to determine the June 30, 2017 total OPEB liability, based on certain
actuarial methods and assumptions. As of June 30, 2017, the City’s net OPEB liability and the
total OPEB liability was $9,863,974 and $15,073,372, respectively.

The City’s unaudited net OPEB liability for the measurement period ended June 30, 2019
was measured as of June 30, 2018, and the total OPEB liability used to calculate the net OPEB
liability for such fiscal year was determined by an actuarial valuation dated January 1, 2017, that
was rolled forward to determine the June 30, 2018 total OPEB liability, based on certain actuarial
methods and assumptions. As of June 30, 2018, the City’s projected net OPEB liability and the
projected total OPEB liability was $9,750,631 and $15,721,747, respectively.
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The following presents the net unaudited OPEB liability of the City if it were calculated
using a discount rate that is one percentage point lower or one percentage point higher than the
current rate, for measurement period ended June 30, 2018:

Discount Rate — 1% Current Discount Rate Discount Rate + 1%
6.00% 7.00% 8.00%
Net OPEB Liability $11,787,349 $9,863,974 $8,273,166

Source: City of Belmont.

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts
and assumptions about the probability of occurrence of events far into the future. Examples
include assumptions about future employment, mortality, and the healthcare cost trend. Amounts
determined regarding the funded status of the plan and the annual requires contributions of the
employer are subject to continual revision as actual results are compared with past expectations
and new estimates are made about the future. See “APPENDIX A — AUDITED FINANCIAL
STATEMENTS OF THE CITY FOR FISCAL YEAR ENDED JUNE 30, 2018, NOTES TO BASIC
FINANCIAL STATEMENTS, Note 11, Other Post-Employment Benefits (OPEB)” for a description
of the actuarial methods and assumptions used to measure the City’s net OPEB liability as of
June 30, 2017.

OPEB Funded Status. The status of the plan as of the June 30, 2017 measurement date
is as follows:

Total OPEB Liability — Beginning $14,500,658
Total OPEB Liability — Ending (a) 15,073,372
Plan Fiduciary Net Position — Beginning $4,417,232
Plan Fiduciary Net Position — Ending (b) 5,209,398
Net OPEB Liability (a) — (b) $9,863,974
Plan Fiduciary Net Position as a percentage of the total OPEB liability 34.56%
Covered employee payroll $10,160,640
Net OPEB Liability as a percentage of covered-employee payroll 97.08%

Source: City of Belmont.

See “APPENDIX A — AUDITED FINANCIAL STATEMENTS OF THE CITY FOR FISCAL
YEAR ENDED JUNE 30, 2018, NOTES TO BASIC FINANCIAL STATEMENTS, Note 11, Other
Post-Employment Benefits (OPEB)” and “Schedule of Changes in the City’s Net OPEB Liability
and Related Ratios” therein for additional information regarding the City’s OPEB costs.
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Regulatory Requirements

Waste Discharge Requirements. The State of California, Water Resources Control
Board is authorized to prescribe statewide general Waste Discharge Requirements (“WDRs”) on
sewer collection and treatment systems.

The Sewer System is subject to the following WDRs:
(i) State Water Resources Control Board Order No. 2006-0003-DWQ,

(i) State Water Resources Control Board Order No. WQ 2008-0002-Exec,
Amending Monitoring and Reporting Requirements for Statewide General Waste
Discharge Requirements For Sanitary Sewer Systems, and

(i) State Water Resources Control Board Order No WQ 2013-0058-EXEC,
Amending Monitoring and Reporting Program For Statewide General Waste Discharge
Requirements For Sanitary Sewer Systems.

The Waste Discharge Requirements do not have a scheduled termination date, but they
are subject to change from time to time. The City does not currently anticipate a significant
increase in regulatory requirements but can provide no assurances that they will not increase.
Any increase in the requirements imposed on the Sewer System by regulation could increase
Operation and Maintenance Costs. See “RISK FACTORS” below.

Long-Term Obligations

Other than the Existing Parity Debt and the 2019 Installment Payments, the City will have
no other long-term obligations payable from System Net Revenues after the issuance of the
Bonds. See “SECURITY FOR THE BONDS — Additional Debt Tests Under Installment Purchase
Agreements” and “FINANCING PLAN” herein.

See “ — Capital Improvement Plan” below for a discussion of potential Parity Debt.
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Historical Financial Results

The following table sets forth certain financial results of the Sewer System for fiscal years
2014-15 through 2017-18. The financial information is derived from the audited financial
statements of the City for such years. The audited financial statements of the City for the fiscal
year 2017-18 are attached hereto as Appendix A and should be read in their entirety.

Sewer System Summary Statement of Historical
Revenues and Expenditures
Fiscal Years 2014-15 through 2018-19

Fiscal Year Fiscal Year Fiscal Year Fiscal Year

2014-15 2015-16 2016-17 2017-18

REVENUES

Charges for services $8,413,152  $9,092,502 $9,413,671 $10,311,885

Connection charges!" - 428,116 1,503,782 60,125

Miscellaneous revenues (charges) -- 9,095 118 --

Interest revenue!" 12,711 75,242 90,353 338,306

Joint venture interest(" (922,413) (2,265,589) (240,494) (228,686)
Total Revenues 7,503,450 7,339,376 10,767,430 10,531,630
EXPENSES

Personnel services 1,181,169 1,232,200 1,589,589 2,047,229

Supplies, materials and services 4,037,932 4,780,951 4,987,638 5,240,333

Sewer treatment services -- -- -- --

Interest expense 530,041 1,059,926 719,883 771,944
Total Expenses 5,749,142 7,073,097 7,297,110 8,059,506
Total Operating Transfers(12) (628,769) (1,285,187) (824,580) (1,312,423)
REVENUES OVER (UNDER)
EXPENSES $1,125,539 $3,088,426 $2,836,562 $3,024,323

(1) Not included in System Revenues beginning March 1, 2016.
(2) Includes transfers from storm drain improvements that mitigate infiltration and intrusion into the sewage system.
Source: City of Belmont.
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Historical Debt Service Coverage

The following table sets forth certain historical debt service coverage, based on audited
information for fiscal years 2015-16 through 2017-18.

2015-16 2016-17 2017-18
System Revenues $9,101,597  $9,470,233 $10,311,885
Operation and Maintenance Costs 6,013,171 6,577,227 7,287,562
System Net Revenues 3,088,426 2,893,006 3,024,323
Debt Service 1,141,145 1,247,279 1,381,271
Coverage 2.71 2.32 2.19

(1) Unaudited
Source: City of Belmont.

Projected Operating Results and Debt Service Coverage

Set forth below are the City’s projected operating results for the Sewer System for the
period beginning July 1, 2018 and ending June 30, 2025, and projected debt service coverage
calculated in accordance with the terms of the rate covenant under the 20019 Installment
Purchase Agreement. See “SECURITY FOR THE BONDS — Rate Covenant Under the 2019
Installment Purchase Agreement” herein.

The projections incorporate the following assumptions:

Operation and Maintenance Costs. The projections assume that Operation and
Maintenance Costs will increase at the following annual rates:

2019-20 2020-21 2021-22 2022-23 2023-24 2024-25
3.4% 3.7% 3.9% 2.4% 1.9% 3.4%

Rates. Projections of System Revenues include the following potential rate increases.
Any rate increases must be approved by the City Council following the procedural and substantive
requirements of Proposition 218 as described in “CONSTITUTIONAL LIMITATIONS ON
APPROPRIATIONS AND CHARGES - Proposition 218” herein.

2019-20 2020-21 2021-22 2022-23 2023-24 2024-25
- 7.0% 7.0% 6.0% 6.0% 6.0%

Rate Base. The projections assume that the number of customers of the Sewer System
will increase by 1% each year.

Parity Debt. The projections assume that the City will issue $19.2 million of Parity Debt
in fiscal year 2022-23 at an assumed interest rate of 5.0%.
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Although the City believes that the assumptions upon which the projections are based are reasonable, no assurances can be
made that the projected results will be realized. Factors which could cause actual results to vary significantly from the projected results
include, but are not limited to, substantial variances in actual events from the assumptions, the occurrence of one or more of the events
described under “RISK FACTORS” herein or the occurrence of events not presently anticipated by the City.

City of Belmont"
Schedule of Projected Revenues and Expenses
Fiscal Years 2018-19 through 2024-25

Fiscal Year Fiscal Year Fiscal Year Fiscal Year Fiscal Year Fiscal Year Fiscal Year
2018-19 2019-20 2020-2021 2021-2022 2022-23 2023-24 2024-25

System Revenue $11,130,140 $11,955,889 $12,967,550 $13,989,405 $14,958,130 $16,054,221 $17,171,280
Operations & Maintenance Costs 7,254,949 7,504,149 7,779,753 8,084,343 8,274,599 8,433,795 8,719,902
System Net Revenues 3,875,191 4,451,740 5,187,797 5,905,062 6,683,532 7,620,426 8,451,378
2016 Installment Payments 764,855 762,105 770,355 767,105 767,705 767,505 771,255
2019 Installment Payments® 0 101,938 1,034,625 1,138,500 1,134,250 1,134,375 1,133,750
Potential Future Panty Debt(2) 0 0 0 0 479,625 1,242,000 1,242,125
Surplus, After Debt Service® 3,110,336 3,587,697 3,382,817 3,999,457 4,301,952 4,476,546 5,304,248
Debt Service Coverage Ratio® 2.79x 2.98x 2.14x 2.33x 2.23x 2.02x 2.24x

(1) No assurance can be given that actual results of the City will not vary, perhaps significantly, from projections set forth in this table. Such variances could be material and could produce unexpected results.
(2) Preliminary; subject to change.

Source: City of Belmont.
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Capital Improvement Program

Sewer System. Many of the City’s sewer pipelines were installed over 50 to 90 years
ago, and are in dire need of rehabilitation, replacement or upsizing. In addition, the pump stations
and force mains are also in need of rehabilitation.

In the last 5 years, the City has made significant investment in its Sewer System
infrastructure. During this period, more than 17,000 linear feet of sewer pipe has been replaced
or rehabilitated and the City has installed more than 4,500 linear feet of capacity improvements
on Ralston Avenue. In addition, the City completed a Force Main Study and a Sanitary Sewer
Pump Station Assessment. As a result, one pump station has been replaced by 1,470 of gravity
sewer main and the rehabilitation of another pump station and associated force main has been
designed.

Currently over 11,000 linear feet of sewer pipe rehabilitation/replacement is in construction
and is expected to be completed by the end of calendar year 2020.

The City has adopted a five-year capital improvement plan for the Sewer System. The City
currently expects to undertake the following improvements in the years listed below:

Capital Expected Expected
Improvement Completion Date Cost

Sewer Gravity
Sewer Easement Project Aug-20 $4,000,000
Sewer Rehab Project Feb-20 800,000
Shoreway Rehab Project Feb-20 600,000
2020 Sewer Rehab Project Sep-21 2,800,000
2021 Sewer Rehab Project Sep-22 2,800,000
2022 Sewer Rehab Project Sep-23 2,800,000
2023 Sewer Rehab Project Sep-24 2,800,000
1.6M/year for 10 years May-25 16,000,000
Pump Stations
Shoreway Pump Station Replacement Apr-19 2,000,000
San Juan Slide Repair Nov-20 500,000
North Road Pump Station Replacement Apr-21 5,000,000
Island Parkway Improvements Dec-22 1,500,000
El Camino & Ralston Ranch upgrades 2025 800,000
Allowance for Pump Station Repairs 2028 2,000,000
Force Mains
Cathodic Protection Dec-20 300,000
El Camino Force Main Replacement Apr-21 1,000,000
Island Parkway Force Main Sep-22 1,600,000
Allowance for Force Main Replacement 2028 3,000,000
Sewer Capacity Improvement Projects
El Camino Capacity Improvements Apr-22 2,000,000
San Juan Sewer Main upsizing Oct-24 1,500,000
Shoreway Capacity Improvements 2025 1,000,000

Total $54,800,000
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The City will pay for the projected capital costs with a combination of System Revenues
and Parity Bonds, and anticipates issuing approximately $19.2 million of Parity Bonds in fiscal
year 2022-23.

Silicon Valley Clean Water’s Treatment System. The section entitled “- Treatment
Facilities” includes a discussion of the capital improvement program for Silicon Valley Clean Water’s
treatment system, which treats the City’s wastewater and is paid for, in part, by the City.

Risk Management

The City is exposed to various risks of loss related to theft of, damage to, and
destruction of assets; general liability; errors and omissions; injuries to employees; natural
disasters; and inverse condemnation. These risks are covered through the purchase of
commercial insurance, with minimal deductibles. Settled claims have not exceeded the
commercial liability in any of the past three years. There were no significant reductions in
coverage compared to the prior year.
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RISK FACTORS

The following information should be considered by prospective investors in evaluating the
Series 2019 Bonds. However, the following does not purport to be an exhaustive listing of risks
and other considerations which may be relevant to investing in the Series 2019 Bonds. In addition,
the order in which the following information is presented is not intended to reflect the relative
importance of any such risks.

The purchase of the Series 2019 Bonds involves investment risk. If a risk factor
materializes to a sufficient degree, it could delay or prevent payment of principal of and interest
on the Series 2019 Bonds. Such risk factors include, but are not limited to, the following matters
and should be considered, along with other information in this Official Statement, by potential
investors.

Revenues; Rate Covenant

Revenues are dependent upon the demand for wastewater services, which can be
affected by population factors, more stringent wastewater standards, wastewater regulations,
water conservation, water shortages, or problems with the City’s wastewater production,
treatment and distribution facilities. There can be no assurance that wastewater service demand
will be consistent with the levels contemplated in this Official Statement. A decrease in the
demand for wastewater services could require an increase in rates or charges in order to comply
with the rate covenant. Such an increase could drive down demand for wastewater and related
services or otherwise increase the possibility of nonpayment of the 2019 Installment Payments.

Sewer System Expenses

There can be no assurance that expenses of the City related to the Sewer System will be
consistent with the levels contemplated in this Official Statement. Changes in technology,
changes in quality standards, increases in the cost of operation or other expenses could require
substantial increases in rates or charges in order to comply with the rate covenant in the
Indenture. Such rate increases could drive down demand for wastewater and related services or
otherwise increase the possibility of nonpayment of the 2019 Installment Payments.

The City pays as Operation and Maintenance Costs a share of the costs incurred by
Silicon Valley Clean Water to operate and maintain its sewer treatment and conveyance system.
The City has limited control over these costs, which have increased over the past 10 years and
are expected to increase in the near term. See “THE SEWER SYSTEM — Treatment of the City’s
Wastewater.”

Environmental Regulation

The kind and degree of wastewater service which is managed by the Sewer System is
regulated, to a large extent, by the federal government and the State of California. See “THE
SEWER SYSTEM — Regulatory Requirements” for a discussion of the status of existing permits.
If the federal government or the State were to impose stricter wastewater treatment standards
upon the Sewer System, the City’s Operation and Maintenance Costs could increase accordingly
and rates and charges may need to be increased to offset those expenses. In addition, increased
regulation could result in the issuance of additional Parity Debt. It is not possible to predict the
direction that federal or State regulation will take with respect to wastewater treatment standards.
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Insurance

Under the 2019 Installment Purchase Agreement, the City is obligated to procure and
maintain at all times insurance on the Sewer System against such risks (including accident to or
destruction of the Sewer System) as are usually insured in connection with operations similar to
the Sewer System and, to the extent such insurance is available for reasonable premiums from a
reputable insurance company, such insurance shall be adequate in amount and, as to the risks
insured against, must be maintained with responsible insurers; provided, that such insurance
coverage may be satisfied under a self-insurance program which is actuarially sound.

If all or any part of the Sewer System is damaged or destroyed the Net Proceeds realized
by the City will be deposited by the City with the Trustee in a special fund and applied by the City
to the cost of acquiring and constructing additions, betterments, extensions or improvements to
the Sewer System if —

(A) the City first secures and files with the Trustee a Certificate of the City showing
(i) the loss in annual System Revenues, if any, suffered, or to be suffered, by the City by
reason of such damage or destruction, (i) a general description of the additions,
betterments, extensions or improvements to the Sewer System then proposed to be
acquired and constructed by the City from such proceeds, and (iii) an estimate of the
additional System Revenues to be derived from such additions, betterments, extensions
or improvements; and

(B) the Trustee has been furnished a written certificate of the City, certifying that
such additional System Revenues will sufficiently offset on a timely basis the loss of
System Revenues resulting from such damage or destruction so that the ability of the City
to pay 2019 Installment Payments when due will not be substantially impaired, and any
balance of such proceeds not required by the City for such purpose shall be deposited in
the System Revenue Fund.

If the foregoing conditions are not met, then such proceeds will be deposited with the
Trustee and applied to make 2019 Installment Payments as they come due and Parity Obligation
Payments as they shall become due.

If such damage or destruction has had no effect, or at most an immaterial effect, upon the
System Revenues and the security of the 2019 Installment Payments, then the City will deposit
such proceeds in the System Revenue Fund, to be applied as provided in the 2019 Installment
Purchase Agreement.

No assurance can be given as to the adequacy of any such insurance or self-insurance to
fund necessary repair or replacement of any portion of the Sewer System. Significant damage to
the Sewer System could cause the City to be unable to generate sufficient System Revenues to
pay the 2019 Installment Payments and any Parity Debt. See “— Natural Disasters.”

The Indenture does not require the City to maintain earthquake or flood insurance for the
Sewer System, and the City does not currently maintain earthquake or flood insurance.

Limitations on Remedies Available to Bond Owners
The ability of the City to comply with its covenants under the 2019 Installment Purchase

Agreement and to generate System Revenues sufficient to pay the 2019 Installment Payments
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may be adversely affected by actions and events outside of the control of the City, and may be
adversely affected by actions taken (or not taken) by voters, property owners, taxpayers or payers
of assessments, fees and charges. See “— Articles XIIIC and XIIID of the California Constitution”
below.

Furthermore, any remedies available to the owners of the Series 2019 Bonds upon the
occurrence of an Event of Default under the Indenture are in many respects dependent upon
judicial actions, which are often subject to discretion and delay and could prove both expensive
and time consuming to obtain. Such remedies include the right of the Owners of a majority in
aggregate principal amount of the Series 2019 Bonds at the time Outstanding to compel the
Trustee to accelerate the principal of and accrued interest on the Series 2019 Bonds then
Outstanding.

In addition to the limitations on remedies contained in the Indenture, the rights and
obligations under the Series 2019 Bonds and the Indenture may be subject to the following: the
United States Bankruptcy Code and applicable bankruptcy, insolvency, reorganization,
moratorium, or similar laws relating to or affecting the enforcement of creditors’ rights generally,
now or hereafter in effect; usual equity principles which may limit the specific enforcement under
State law of certain remedies; the exercise by the United States of America of the powers
delegated to it by the Federal Constitution; and the reasonable and necessary exercise, in certain
exceptional situations, of the police power inherent in the sovereignty of the State of California
and its governmental bodies in the interest of serving a significant and legitimate public purpose.
Bankruptcy proceedings, or the exercise of powers by the federal or state government, if initiated,
could subject the owners of the Series 2019 Bonds to judicial discretion and interpretation of their
rights in bankruptcy or otherwise, and consequently may entail risks of delay, limitation or
modification of their rights.

Existing and Future Parity Debt

The 2019 Installment Payments are payable from System Revenues on a parity basis
within certain outstanding Parity Debt (referred to in this Official Statement as “Existing Parity
Debt”).

In addition, the Indenture permits the City to issue additional obligations secured by a
pledge of System Revenues that is on a parity basis to the pledge of System Revenues to the
Series 2019 Installment Payments.

See “THE SECURITY FOR THE SERIES 2019 BONDS — Existing Parity Debt and Future
Parity Debt under the 2019 Installment Purchase Agreement.”

See “THE SEWER SYSTEM — Capital Improvement Program” for information about the
capital plans of the Sewer System and the need for additional funding to pay for those plans.

Natural Disasters

Earthquakes, floods or other natural disasters could interrupt operation of the Sewer
System of the City and cause increased costs and thereby interrupt the ability of the City to realize
System Revenues sufficient to pay the 2019 Installment Payments. The City is not obligated
under the 2019 Installment Purchase Agreement to provide or maintain earthquake or flood
insurance.
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Natural disasters could also damage properties occupied by residents and businesses,
and could reduce System Revenues.

The City can provide no assurances that the impact of natural disasters, including those
described here, will not adversely impact its ability to pay the 2019 Installment Payments.

Seismic. Although there are no active fault lines within the City boundary, the closest
fault zone, the San Andreas Fault Zone, is located approximately one mile from the City’s western
boundary.

Flooding. Some areas of the City fall within 100-year flood zones. In recent years, the
lower sections of Belmont Creek have experienced flooding during extreme winter events, and
the City is currently working to develop and implement a solution.

Dam inundation can be caused by the release of impounded water from the structural
failure or overtopping of a dam. The City leases an earthen dam in the western hills of the City
from a private university, and the City regularly inspects the dam and is working to update the
dam’s emergency action plan.

Sea level rise has the potential to alter the frequency and magnitude of flooding in low-
lying areas of the City. The City’s Climate Action Plan contains adaptation strategies and
measures to promote resiliency to climate change impacts. See “- Climate Change”.

Fire. Fire hazards in the City include both urban and wildland fires. The City has a
substantial risk of wildland fires, including in areas of high and very high threat within the City.
Two areas within the City are characterized as Wildland Urban Interface. The City has
implemented a number of programs to reduce the threat of fires.

Climate Change

The adoption by the State of the California Global Warming Solutions Act of 2006 (AB 32)
and subsequent companion bills demonstrate the commitment by the State to take action and
reduce greenhouse gases (“GHG”) to 1990 levels by 2020 and 80% below 1990 levels by 2050.
The State Attorney General's Office, in accordance with SB 375, now requires that local
governments examine local policies and large-scale planning efforts to determine how to reduce
greenhouse gas emissions. Additionally, the State adopted Senate Bill No. 32, which established
a revised statewide GHG emission reduction target of 40% below 1990 levels by 2030.

The County is vulnerable to the impacts of climate change, particularly to sea-level rise.
In 2018, the County released a report, County of San Mateo Sea Level Rise Vulnerability
Assessment, which states that more than 30,000 residential and 3,000 commercial parcels in the
County with an assessed aggregate value of $39 billion may be vulnerable to the impacts of sea-
level rise in the long-term. The State of California Sea-Level Rise Guidance 2018 Update report
is the State of California’s most recent document on sea-level rise. For the San Francisco area,
the likely range of sea-level rise (with a 66% chance probability) by the year 2100 is between 2.4
and 3.4 feet (depending on emissions rates over that time period). The County infrastructure and
facilities at risk include airports, electric substations, wastewater treatment plants, healthcare
facilities, police stations, fire stations, and miles of levees.

City. In November 2017, the City adopted its Climate Action Plan (“CAP”), signaling the
City's commitment in reducing its GHG emissions and addressing climate change. The City’s CAP
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includes 23 performance measures, initiatives, and programs to target an emissions reduction of
15% below the baseline 2005 GHG levels by 2020. In line with the City’s adopted 2035 General
Plan, the CAP also sets a second community-wide GHG reduction target of 50% below 2005
levels by 2035. These goals were selected to be consistent with the California AB 32 Scoping
Plan and the Bay Area Air Quality Management District guidelines for a qualified GHG emission
reduction strategy, achievable by City-supported measures identified in the CAP. The City is
currently underway in implementing programs and initiatives to support the adopted CAP.

Climate change concerns are leading to new laws and regulations at the federal, State
and local levels. Research suggests that the State will experience hotter and drier conditions,
reductions in winter snow and increases in winter rains, sea level rise, significant changes to the
water cycle, increased occurrences of extreme and unpredictable weather events, and increased
catastrophic wildfires and severity of flood events. The compound impacts of these changes will
affect economic systems throughout the State, including within the City and the Sewer System.
The City is unable to predict the impact that such laws and regulations, if adopted, and the effects
of climate change will have on the revenues of the City or the Sewer System; however, the effects
could be material.

Loss of Tax-Exemption and Other Tax-Related Matters

As discussed under the caption “TAX MATTERS,” interest on the Series 2019 Bonds could
become includable in gross income for purposes of federal income taxation retroactive to the date
the Series 2019 Bonds were issued, as a result of future acts or omissions of the Authority or the
City in violation of their covenants in the Indenture and the 2019 Installment Purchase Agreement,
respectively. Should such an event of taxability occur, the Series 2019 Bonds are not subject to
special redemption and will remain outstanding until maturity or until redeemed under other
provisions set forth in the Indenture. In addition, no assurance can be given that the market price
for the Series 2019 Bonds will not be affected by any action of the Internal Revenue Service,
including but not limited to the publication of proposed or final regulations, the issuance of rulings,
the selection of the Series 2019 Bonds for audit examination, or the course or result of any Internal
Revenue Service audit or examination of the Series 2019 Bonds or obligations that present similar
tax issues as the Series 2019 Bonds.

Changes in Law

No assurance can be given that the market price for the Series 2019 Bonds will not be
affected by the introduction or enactment of any future legislation (including without limitation
amendments to the Internal Revenue Code), or changes in interpretation of the Internal Revenue
Code.

Articles XIlIC and XIIID of the California Constitution

General. On November 5, 1996, California voters approved Proposition 218, the so-called
“‘Right to Vote on Taxes Act.” Proposition 218 added Articles XIIIC and XIIID to the State
Constitution, which affect the ability of local governments to levy and collect both existing and
future taxes, assessments, and property-related fees and charges. Proposition 218, which
generally became effective on November 6, 1996, changed, among other things, the procedure
for the imposition of any new or increased property-related “fee” or “charge,” which is defined as
“any levy other than an ad valorem tax, a special tax or an assessment, imposed by a [local
government] upon a parcel or upon a person as an incident of property ownership, including user
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fees or charges for a property related service” (and referred to in this section as a “property-
related fee or charge”).

On November 2, 2010, California voters approved Proposition 26, the so-called
“Supermaijority Vote to Pass New Taxes and Fees Act.” Section 1 of Proposition 26 declares that
Proposition 26 is intended to limit the ability of the State Legislature and local government to
circumvent existing restrictions on increasing taxes by defining the new or expanded taxes as
“fees.” Proposition 26 amended Articles XIIIA and XIIIC of the State Constitution. The
amendments to Article XIIIA limit the ability of the State Legislature to impose higher taxes (as
defined in Proposition 26) without a two-thirds vote of the Legislature. Proposition 26’s
amendments to Article XIIIC broadly define “tax,” but specifically exclude, among other things:

(1) A charge imposed for a specific benefit conferred or privilege granted directly to
the payor that is not provided to those not charged, and which does not exceed
the reasonable costs to the local government of conferring the benefit or granting
the privilege.

(2) A charge imposed for a specific government service or product provided directly
to the payor that is not provided to those not charged, and which does not exceed
the reasonable costs to the local government of providing the service or product.

(3) A charge imposed as a condition of property development.

4) Assessments and property-related fees imposed in accordance with the provisions
of Article XIII D.

Property-Related Fees and Charges. Under Article XIIID, before a municipality may
impose or increase any property-related fee or charge, the entity must give written notice to the
record owner of each parcel of land affected by that fee or charge. The municipality must then
hold a hearing upon the proposed imposition or increase at least 45 days after the written notice
is mailed, and, if a majority of the property owners of the identified parcels present written protests
against the proposal, the municipality may not impose or increase the property-related fee or
charge.

Further, under Article XIIID, revenues derived from a property-related fee or charge may
not exceed the funds required to provide the “property-related service” and the entity may not use
such fee or charge for any purpose other than that for which it imposed the fee or charge. The
amount of a property-related fee or charge may not exceed the proportional cost of the service
attributable to the parcel, and no property-related fee or charge may be imposed for a service
unless that service is actually used by, or is immediately available to, the owner of the property in
question.

Initiative Power. In addition, Article XIIIC states that “the initiative power shall not be
prohibited or otherwise limited in matters of reducing or repealing any local tax, assessment, fee
or charge. The power of initiative to affect local taxes, assessments, fees and charges shall be
applicable to all local governments and neither the Legislature nor any local government charter
shall impose a signature requirement higher than that applicable to statewide statutory initiatives.”

Judicial Interpretation of Articles XIIIC and XIIID. After Proposition 218 was enacted in
1996, appellate court cases and an Attorney General’s opinion initially indicated that fees and
charges levied for water and wastewater services would not be considered property-related fees
and charges, and thus not subject to the requirements of Article XIIID regarding notice, hearing
and protests in connection with any increase in the fees and charges being imposed. However,
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three subsequent court cases have held that certain types of water and wastewater charges could
be subject to the requirements of Article XIIID under certain circumstances.

In Richmond v. Shasta Community Services District (2004) 32 Cal.4th 409, the California
Supreme Court addressed the applicability of the notice, hearing and protest provisions of Article
XIID to certain charges related to water service. In Richmond, the Court held that capacity
charges are not subject to Proposition 218. The Court also indicated in dictum that a fee for
ongoing water service through an existing connection could, under certain circumstances,
constitute a property-related fee and charge, with the result that a local government imposing
such a fee and charge must comply with the notice, hearing and protest requirements of Article
XIID.

In Howard Jarvis Taxpayers Association v. City of Fresno (2005) 127 Cal.App.4th 914, the
California Court of Appeal, Fifth District, concluded that water, sewer and trash fees are property-
related fees subject to Proposition 218 and a municipality must comply with Article XIIID before
imposing or increasing such fees. The California Supreme Court denied the City of Fresno's
petition for review of the Court of Appeal's decision on June 15, 2005.

In July 2006 the California Supreme Court, in Bighorn-Desert View Water Agency v. Verjil
(2006) 39 Cal.4th 205, addressed the validity of a local voter initiative measure that would have
(a) reduced a water agency’s rates for water consumption (and other water charges), and (b)
required the water agency to obtain voter approval before increasing any existing water rate, fee,
or charge, or imposing any new water rate, fee, or charge. The court adopted the position
indicated by its statement in Richmond that a public water agency’s charges for ongoing water
delivery are “fees and charges” within the meaning of Article XIlID, and went on to hold that
charges for ongoing water delivery are also “fees” within the meaning of Article XIIIC’'s mandate
that the initiative power of the electorate cannot be prohibited or limited in matters of reducing or
repealing any local tax, assessment, fee or charge. Therefore, the court held, Article XIIIC
authorizes local voters to adopt an initiative measure that would reduce or repeal a public
agency’s water rates and other water delivery charges. (However, the court ultimately ruled in
favor of the water agency and held that the entire initiative measure was invalid on the grounds
that the second part of the initiative measure, which would have subjected future water rate
increases to prior voter approval, was not supported by Article XIIIC and was therefore invalid.)

The court in Bighorn specifically noted that it was not holding that the initiative power is
free of all limitations; the court stated that it was not determining whether the electorate’s initiative
power is subject to the statutory provision requiring that water service charges be set at a level
that will pay for operating expenses, provide for repairs and depreciation of assets, provide a
reasonable surplus for improvements, extensions, and enlargements, pay the interest on any
bonded debt, and provide a sinking or other fund for the payment of the principal of such debt as
it may become due.

In August 2013, an Orange County Superior Court judge ruled that the tiered pricing model
of the City of San Juan Capistrano, which charges higher rates to customers who use more water,
violates Proposition 218. The City of San Juan Capistrano appealed the decision, to the 4th
District Court of Appeal, which published its decision on April 20, 2015. The court’s decision
found that the City of San Juan Capistrano’s tiered rates were not sufficiently cost justified, but
that the Constitution does allow for tiered rates. In July 2015, the California Supreme Court denied
a request to depublish the case.
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The City’s sewer service rates that contribute to System Revenues are designed to
recover the cost of providing sewer service from all customer class through fixed fees and volume
charges that are calculated based on the average monthly, non-irrigation, water consumption for
the prior winter for all customers. The City believes that its rate structure is distinguishable from
the structure deemed unconstitutional in the San Juan Capistrano case and consistent with
Proposition 218 and the Constitution..

Articles XIIIC and XllID and the City’s Wastewater Rates and Charges. The City’s
current wastewater rates (see “THE SEWER SYSTEM — Charges and Billings”) were effective
July 1, 2019, and were adopted by the City Council following notice to property owners and a
public hearing held at least 45 days after the notice had been mailed, in compliance with Articles
XIIC and XIIID.

Further, the City believes its wastewater rates and charges do not constitute “taxes” under
Article XIIIC as revised by Proposition 26 because, as described in subsection 1(e)(7) of Article
XIC, they are “property-related fees imposed in accordance with the provisions of Article XlIIID”
(and are also charges for a “property-related service” as defined in subsection 2(g) of Article XIIID)
and because, as described in subsection 1(e)(2) of Article XIIIC, they are charged for water
service, “a specific government service or product provided directly to the payor that is not
provided to those not charged.”

Conclusion. It is not possible to predict how courts will further interpret Article XIIIC and
Article XIIID in future judicial decisions, and what, if any, further implementing legislation will be
enacted.

Under the Bighorn case, local voters could adopt an initiative measure that reduces or
repeals the City’s rates and charges, though it is not clear whether (and California courts have
not decided whether) any such reduction or repeal by initiative would be enforceable in a situation
in which such rates and charges are pledged to the repayment of bonds or other indebtedness,
as is the case with respect to the Bonds.

There can be no assurance that the courts will not further interpret, or the voters will not
amend, Article XIIIC and Article XIIID to limit the ability of local agencies to impose, levy, charge
and collect increased fees and charges for sewer services, or to call into question previously
adopted sewer services rate increases.

Secondary Market for Bonds

There can be no guarantee that there will be a secondary market for the Series 2019
Bonds or, if a secondary market exists, that any Series 2019 Bonds can be sold for any particular
price. Occasionally, because of general market conditions or because of adverse history or
economic prospects connected with a particular issue, secondary marketing practices in
connection with a particular issue are suspended or terminated. Additionally, prices of issues for
which a market is being made will depend upon then-prevailing circumstances. Such prices could
be substantially different from the original purchase price.
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Cybersecurity

The City and the Sewer System rely on a large and complex technology environment to
conduct their operations. The City and its departments, including the Public Works Department
that manages the Sewer System, face multiple cyber threats including, but not limited to, hacking,
viruses, malware and other attacks on computers and other sensitive digital networks and
systems.

The City identified 3 malware attacks in the most recent 90 days, which were isolated and
resolved. The City believes cyber threats pose a low risk to the City.

No assurances can be given that the security and operational control measures of the City
or the Sewer System will be successful in guarding against any and each cyber threat and attack.
The results of any attack on the computer and information technology systems could have a
material adverse impact on the operations of the City and the Sewer System and damage the
digital networks and systems. The resulting costs and/or impacts on operations and System
Revenues could be material.

CONTINUING DISCLOSURE

The City has covenanted for the benefit of owners of the Series 2019 Bonds to provide
certain financial information and operating data relating to the City and the Sewer System by not
later than nine months after the end of the City’s fiscal year, or March 31 each year based on the
City’s current fiscal year-end of June 30, commencing March 31, 2020, with the report for fiscal
year 2018-19 (the “Annual Report”), and to provide notices of the occurrence of certain
enumerated events.

These covenants have been made in order to assist the Underwriter in complying with
Rule 15¢2-12(b)(5) promulgated under the Securities Exchange Act of 1934, as amended (the
“‘Rule”). The specific nature of the information to be contained in the Annual Report or the notices
of listed events by the City is set forth in “APPENDIX E — Form of Continuing Disclosure
Certificate.”

The City has made previous undertakings under the Rule. In the previous five years, the
City had one instance of non-compliance in connection with a previous continuing disclosure
undertaking. With respect to Belmont 2009A Bonds, the City originally filed its fiscal year 2017-
18 annual report to include information regarding its top five largest users, instead of top ten
largest users as required pursuant to its continuing disclosure obligation. A supplemental filing to
the fiscal year 2017-18 annual report was made to provide the 10 largest users as required. No
notice of failure to file with respect to the above instance of non-compliance was provided at the
time of the failure.

In order to ensure compliance by the City with its continuing disclosure undertakings in
the future, the City has adopted the post issuance compliance policies and procedures set forth
by the Government Finance Officers Association and has retained NBS to serve as the City’s
dissemination agent.
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NO LITIGATION

In connection with issuance of the Series 2019 Bonds, the Authority and the City will certify
that there is no litigation pending or, to the Authority or City’s knowledge, threatened in any way
to restrain or enjoin the issuance, execution or delivery of the Series 2019 Bonds or the 2019
Installment Purchase Agreement, to contest the validity of the Series 2019 Bonds, the 2019
Installment Purchase Agreement, the Indenture or any proceedings of the Authority or the City
with respect thereto.

Also in connection with issuance of the Series 2019 Bonds, the the City will certify that
there are no lawsuits or claims pending against the City that will materially affect the City’s
finances so as to impair the ability of the City to pay the 2019 Installment Payments when due.

FINANCIAL STATEMENTS

Maze & Associates (the “Auditor”) audited the financial statements of the City for the fiscal
year ended June 30, 2018. The Auditor's examination was made in accordance with generally
accepted auditing standards and Governmental Auditing Standards, issued by the Comptroller
General of the United States. See “APPENDIX A — Audited Financial Statements of the Authority
for Fiscal Year Ended June 30, 2018.”

The City has not requested nor did the City obtain permission from the Auditor to include
the audited financial statements as an appendix to this Official Statement. Accordingly, the
Auditor has not performed any post-audit review of the financial condition or operations of the
City.

RATING

S&P Global Ratings, a business unit of Standard & Poor’s Financial Services LLC has
assigned the municipal bond rating shown on the front cover of this Official Statement.

This rating reflects only the view of S&P Global Ratings, and an explanation of the
significance of the rating, and any outlook assigned to or associated with the rating, should be
obtained from such rating agency.

Generally, a rating agency bases its rating on the information and materials furnished to it
and on investigations, studies and assumptions of its own. The Authority has provided certain
additional information and materials to each rating agency (some of which does not appear in this
Official Statement).

There is no assurance that such rating will continue for any given period of time or that
such rating will not be revised downward or withdrawn entirely by S&P Global Ratings, if in the
judgment of such rating agency, circumstances so warrant. Any such downward revision or
withdrawal of a rating on the Series 2019 Bonds may have an adverse effect on the market price
or marketability of the Series 2019 Bonds.
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TAX MATTERS

Federal Tax Status. In the opinion of Jones Hall, A Professional Law Corporation, San
Francisco, California, Bond Counsel, subject, however to the qualifications set forth below, under
existing law, the interest on the Series 2019 Bonds is excluded from gross income for federal
income tax purposes and such interest is not an item of tax preference for purposes of the federal
alternative minimum tax.

The opinions set forth in the preceding paragraph are subject to the condition that the
Authority and the City comply with all requirements of the Internal Revenue Code of 1986, as
amended (the “Tax Code”) that must be satisfied subsequent to the issuance of the Series 2019
Bonds in order that the interest thereon be, and continue to be, excludable from gross income for
federal income tax purposes. The Authority and the City have made certain representations and
covenants in order to comply with each such requirement. Inaccuracy of those representations,
or failure to comply with certain of those covenants, may cause the inclusion of such interest in
gross income for federal income tax purposes, which may be retroactive to the date of issuance
of the Series 2019 Bonds.

Tax Treatment of Original Issue Discount and Premium. If the initial offering price to
the public at which a Series 2019 Bond is sold is less than the amount payable at maturity thereof,
then such difference constitutes "original issue discount" for purposes of federal income taxes
and State of California personal income taxes. If the initial offering price to the public at which a
Series 2019 Bond is sold is greater than the amount payable at maturity thereof, then such
difference constitutes "bond premium" for purposes of federal income taxes and State of
California personal income taxes.

Under the Tax Code, original issue discount is treated as interest excluded from federal
gross income and exempt from State of California personal income taxes to the extent properly
allocable to each owner thereof subject to the limitations described in the first paragraph of this
section. The original issue discount accrues over the term to maturity of the Series 2019 Bond
on the basis of a constant interest rate compounded on each interest or principal payment date
(with straight-line interpolations between compounding dates). The amount of original issue
discount accruing during each period is added to the adjusted basis of such Series 2019 Bonds
to determine taxable gain upon disposition (including sale, redemption, or payment on maturity)
of such Series 2019 Bond. The Tax Code contains certain provisions relating to the accrual of
original issue discount in the case of purchasers of the Series 2019 Bonds who purchase the
Series 2019 Bonds after the initial offering of a substantial amount of such maturity. Owners of
such Series 2019 Bonds should consult their own tax advisors with respect to the tax
consequences of ownership of Series 2019 Bonds with original issue discount, including the
treatment of purchasers who do not purchase in the original offering to the public at the first price
at which a substantial amount of such Series 2019 Bonds is sold to the public.

Under the Tax Code, bond premium is amortized on an annual basis over the term of the
Series 2019 Bond (said term being the shorter of the Series 2019 Bond's maturity date or its call
date). The amount of bond premium amortized each year reduces the adjusted basis of the owner
of the Series 2019 Bond for purposes of determining taxable gain or loss upon disposition. The
amount of bond premium on a Series 2019 Bond is amortized each year over the term to maturity
of the Series 2019 Bond on the basis of a constant interest rate compounded on each interest or
principal payment date (with straight-line interpolations between compounding dates). Amortized
Series 2019 Bond premium is not deductible for federal income tax purposes. Owners of premium
Series 2019 Bonds, including purchasers who do not purchase in the original offering, should
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consult their own tax advisors with respect to State of California personal income tax and federal
income tax consequences of owning such Series 2019 Bonds.

California Tax Status. In the further opinion of Bond Counsel, interest on the Series 2019
Bonds is exempt from California personal income taxes.

Other Tax Considerations. Current and future legislative proposals, if enacted into law,
clarification of the Tax Code or court decisions may cause interest on the Series 2019 Bonds to
be subject, directly or indirectly, to federal income taxation or to be subject to or exempted from
state income taxation, or otherwise prevent beneficial owners from realizing the full current benefit
of the tax status of such interest. The introduction or enactment of any such legislative proposals,
clarification of the Tax Code or court decisions may also affect the market price for, or
marketability of, the Series 2019 Bonds. It cannot be predicted whether or in what form any such
proposal might be enacted or whether, if enacted, such legislation would apply to bonds issued
prior to enactment.

The opinions expressed by Bond Counsel are based upon existing legislation and
regulations as interpreted by relevant judicial and regulatory authorities as of the date of such
opinion, and Bond Counsel has expressed no opinion with respect to any proposed legislation or
as to the tax treatment of interest on the Series 2019 Bonds, or as to the consequences of owning
or receiving interest on the Series 2019 Bonds, as of any future date. Prospective purchasers of
the Series 2019 Bonds should consult their own tax advisors regarding any pending or proposed
federal or state tax legislation, regulations or litigation, as to which Bond Counsel expresses no
opinion.

Owners of the Series 2019 Bonds should also be aware that the ownership or disposition
of, or the accrual or receipt of interest on, the Series 2019 Bonds may have federal or state tax
consequences other than as described above. Other than as expressly described above, Bond
Counsel expresses no opinion regarding other federal or state tax consequences arising with
respect to the Series 2019 Bonds, the ownership, sale or disposition of the Series 2019 Bonds,
or the amount, accrual or receipt of interest on the Series 2019 Bonds.

The form of the proposed opinion of Bond Counsel is attached as Appendix D.

CERTAIN LEGAL MATTERS
Jones Hall, A Professional Law Corporation, San Francisco, California, Bond Counsel, will
render its opinion approving the validity of the Series 2019 Bonds, the form of which opinion is
set forth in Appendix D hereto. Copies of such approving opinion will be provided to the o