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 AMENDED AND RESTATED PRELIMINARY OFFICIAL STATEMENT DATED JULY 22, 2020 

NEW ISSUE—FULL BOOK ENTRY ONLY RATINGS: Insured: S&P: “AA” 
Underlying: S&P: “A-” 

(See “CONCLUDING INFORMATION—Ratings” herein.) 
In the opinion of Kutak Rock LLP, Bond Counsel, under existing laws, regulations, rulings and judicial decisions and assuming the accuracy 

of certain representations and continuing compliance with certain covenants, interest on the Bonds (including any original issue discount properly 
allocable to the owner of a Bond) is excludable from gross income for federal income tax purposes and is not a specific preference item for purposes 
of the federal alternative minimum tax.  Bond Counsel is also of the opinion that interest on the Bonds is exempt from State of California personal 
income taxes.  For a more detailed description of such opinions of Bond Counsel, see “TAX MATTERS” herein. 

$15,860,000* 
CITY OF WILLITS 

WASTEWATER REVENUE REFUNDING BONDS 
SERIES 2020A 

Dated: Date of Delivery Due: November 1, as shown herein 
This Amended and Restated Preliminary Official Statement replaces and supersedes in its entirety that certain Preliminary Official Statement 

relating to the City of Willits Wastewater Revenue Refunding Bonds, Series 2020A dated July 8, 2020. 

The City of Willits Wastewater Revenue Refunding Bonds, Series 2020A (the “Bonds”) are being issued by the City of Willits (the “City”) 
pursuant to an Indenture of Trust, dated as of August 1, 2020 (the “Indenture”), between the City and U.S Bank National Association, San Francisco, 
California (the “Trustee”), and will be secured as described herein. The Bonds are being issued to (a) prepay and defease that certain Installment Sale 
Agreement, dated as of November 1, 2007 (the “2007 Installment Sale Agreement”), by and between the City and the City of Willits Public Facilities 
Corporation (the “Prior Issuer”) and prepay and defease that certain Installment Sale Agreement, dated as of March 1, 2011 (the “2011 Installment Sale 
Agreement” and together with the 2007 Installment Sale Agreement, the “Prior Obligations”), by and between the City and the Prior Issuer; (b) purchase 
a municipal bond insurance policy and a municipal bond debt service reserve insurance policy for the Bonds for deposit in the Reserve Fund in 
satisfaction of the Reserve Requirement; (c) capitalize a portion of the interest on the Bonds through November 1, 2021; and (d) pay certain costs of 
issuing the Bonds. See “THE REFUNDING PLAN” and “ESTIMATED SOURCES AND USES OF FUNDS” herein.  Definitions of certain capitalized 
terms herein are contained in Appendix A hereto and are incorporated herein by reference. 

The Bonds will be executed and delivered as fully registered certificates in book-entry form only, initially registered in the name of Cede & 
Co., as nominee of The Depository Trust Company (“DTC”), New York, New York.  Purchasers will not receive certificates representing their interest 
in the Bonds.  Individual purchases of the Bonds will be in principal amounts of $5,000 or in any integral multiples of $5,000.  Interest payable with 
respect to the Bonds will be payable on May 1 and November 1 in each year, beginning November 1, 2020 (the “Interest Payment Dates”), and principal 
payable with respect to the Bonds will be paid on the dates set forth in the Maturity Schedule on the inside cover.  Payments of principal of and interest 
on the Bonds (the “Debt Service Payments”) will be paid by the Trustee, to DTC for subsequent disbursement to DTC Participants who will remit such 
payments to the Beneficial Owners (as such are defined in Appendix F hereto) of the Bonds. 

Debt Service Payments are a special limited obligation of the City, payable from and secured by a pledge of and first lien on all the Net 
Revenues (defined herein) of the City’s wastewater collection, treatment and disposal system (the “Wastewater System”) as well as moneys on deposit 
in certain funds and accounts as described in the Indenture.  The Bonds are payable on a parity basis with the City’s obligations under a Loan Agreement, 
dated as of December 1, 2015, by and between the City and TPB Investments, Inc. (the “Existing Parity Obligations”).  Subject to certain conditions 
set forth in the Indenture, the City may at any time incur revenue bonds, notes or other evidences of indebtedness of the City payable from Net Revenues 
on a parity basis with the Bonds and the Existing Parity Obligations. 

The Bonds are subject to redemption as described herein. See “THE BONDS—Redemption of the Bonds” herein. 

The scheduled payment of principal of and interest on the Bonds when due will be guaranteed under a municipal bond insurance policy to be 
issued concurrently with the delivery of the Bonds by ASSURED GUARANTY MUNICIPAL CORP. (the “Insurer”).  See “BOND INSURANCE” 
herein and “APPENDIX G—SPECIMEN MUNICIPAL BOND INSURANCE POLICY” hereto. 

 

THE OBLIGATION OF THE CITY TO MAKE DEBT SERVICE PAYMENTS IS A LIMITED SPECIAL OBLIGATION OF THE CITY, 
PAYABLE SOLELY FROM AND SECURED BY NET REVENUES AND OTHER FUNDS PROVIDED FOR IN THE INDENTURE.  NONE OF 
THE CITY, THE STATE OF CALIFORNIA, NOR ANY OF THEIR POLITICAL SUBDIVISIONS SHALL BE DIRECTLY, INDIRECTLY, OR 
CONTINGENTLY OBLIGATED TO USE ANY OTHER MONEYS OR ASSETS TO PAY ALL OR ANY PORTION OF THE DEBT SERVICE 
DUE ON THE BONDS, TO LEVY OR TO PLEDGE ANY FORM OF TAXATION WHATSOEVER THEREFOR OR TO MAKE ANY 
APPROPRIATION FOR THEIR PAYMENT.  THE BONDS ARE NOT SECURED BY A LIEN ON THE PHYSICAL ASSETS OF THE CITY.  
THE BONDS ARE NOT A PLEDGE OF THE FULL FAITH AND CREDIT OF THE CITY, THE STATE OR ANY OF ITS POLITICAL 
SUBDIVISIONS NOR DO THEY CONSTITUTE INDEBTEDNESS IN CONTRAVENTION OF ANY CONSTITUTIONAL OR STATUTORY 
DEBT LIMITATION.  NO PERSON EXECUTING THE BONDS IS SUBJECT TO ANY PERSONAL LIABILITY OR ACCOUNTABILITY BY 
REASON OF THEIR ISSUANCE. 

This cover page contains information for general reference only.  It is not a summary of the security or terms of this issue.  Investors are 
advised to read the entire Official Statement, including the section entitled “RISK FACTORS,” for a discussion of special factors which should be 
considered, in addition to the other matters set forth herein, in considering the investment quality of the Bonds.  Capitalized terms used but not defined 
on the front cover of this Official Statement shall have the meanings set forth herein. 

The Bonds are offered when, as and if sold and issued, subject to the approval as to their legality by Kutak Rock LLP, Irvine, California, 
Bond Counsel.  Certain legal matters will be passed upon for the City by the City Attorney, Jim Lance, Willits, California, and by Kutak Rock LLP, 
Irvine, California, Disclosure Counsel.  The Underwriter is being represented by its counsel, The Weist Law Firm, Los Gatos, California.  It is 
anticipated that the Bonds in book-entry form, will be available for delivery through the facilities of DTC, on or about August 13, 2020. 

 

The date of this Official Statement is July ___, 2020 

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

The issuance and sale of the Bonds have not been registered under the Securities Act of 1933 or 
the Securities Exchange Act of 1934, both as amended, in reliance upon exemptions provided thereunder 
by Sections 3(a)2 and 3(a)12, respectively, for the issuance and sale of such municipal securities. This 
Official Statement does not constitute an offer to sell or a 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. 

The information set forth herein includes information obtained from sources which are believed to 
be reliable.  The information and expressions of opinion contained herein are subject to change without 
notice and neither the delivery of this Official Statement nor any sale made hereunder shall, under any 
circumstances, create any implication that there has been no change in the affairs of the City since the date 
hereof.  See “INTRODUCTION—Forward-Looking Statements” herein.  This Official Statement is 
submitted with respect to the sale of the Bonds referred to herein and may not be reproduced or used, in 
whole or in part, for any other purpose, unless authorized in writing by the City.  All summaries of the 
Indenture and other documents are made subject to the provisions of such documents, respectively, and do 
not purport to be complete statements of any or all of such provisions. 

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 and under federal securities laws, as applied to the facts and circumstances of 
this transaction, but the Underwriter does not guarantee the accuracy or completeness of such information. 

IN CONNECTION WITH THE OFFERING OF THE BONDS, THE UNDERWRITER MAY 
OVERALLOT OR EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET 
PRICE OF THE BONDS AT A LEVEL ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN 
THE OPEN MARKET.  SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT 
ANY TIME. 

CERTAIN STATEMENTS CONTAINED IN THIS OFFICIAL STATEMENT REFLECT NOT 
HISTORICAL FACTS BUT FORECASTS AND “FORWARD-LOOKING STATEMENTS.”  NO 
ASSURANCE CAN BE GIVEN THAT THE FUTURE RESULTS DISCUSSED HEREIN WILL BE 
ACHIEVED, AND ACTUAL RESULTS MAY DIFFER MATERIALLY FROM THE FORECASTS 
DESCRIBED HEREIN.  IN THIS RESPECT, THE WORDS “ESTIMATE,” “PROJECT,” 
“ANTICIPATE,” “EXPECT,” “INTEND,” “BELIEVE” AND SIMILAR EXPRESSIONS ARE 
INTENDED TO IDENTIFY FORWARD-LOOKING STATEMENTS WITHIN THE MEANING OF 
THE PRIVATE SECURITIES LITIGATION REFORM ACT OF 1995, SECTION 21E OF THE UNITED 
STATES SECURITIES EXCHANGE ACT OF 1934, AS AMENDED, AND SECTION 27A OF THE 
UNITED STATES SECURITIES ACT OF 1933, AS AMENDED.  ALL PROJECTIONS, FORECASTS, 
ASSUMPTIONS, EXPRESSIONS OF OPINIONS, ESTIMATES AND OTHER FORWARD-LOOKING 
STATEMENTS ARE EXPRESSLY QUALIFIED IN THEIR ENTIRETY BY THE CAUTIONARY 
STATEMENTS SET FORTH IN THIS OFFICIAL STATEMENT. 

This Official Statement, including any supplement or amendment hereto, is intended to be 
deposited with the Municipal Securities Rulemaking Board through the Electronic Municipal Market 
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Access (EMMA) web site.  The City also maintains a web site which may describe the Wastewater System.  
However, the information presented therein is not part of this Official Statement and must not be relied 
upon in making an investment decision with respect to the Bonds. 

References to web site addresses presented herein are for informational purposes only and may be 
in the form of a hyperlink solely for the reader’s convenience.  Unless specified otherwise, such web sites 
and the information or links contained therein are not incorporated into, and are not part of, this Official 
Statement for purposes of, and as that term is defined in, SEC Rule 15c2-12. 

Assured Guaranty Municipal Corp. (the “Insurer” or “AGM”) makes no representation regarding 
the Bonds or the advisability of investing in the Bonds.  In addition, AGM has not independently verified, 
makes no representation regarding, and does not accept any responsibility for the accuracy or completeness 
of this Official Statement or any information or disclosure contained herein, or omitted herefrom, other 
than with respect to the accuracy of the information regarding AGM supplied by AGM and presented under 
the heading “BOND INSURANCE” herein and “APPENDIX G—SPECIMEN MUNICIPAL BOND 
INSURANCE POLICY” hereto. 

This Preliminary Official Statement, as of its date, is in a form “deemed final” by the City for the 
purposes of Securities and Exchange Commission Rule 15c2-12(b)(1) but is subject to revision, 
amendment, and completion in a Final Official Statement that will be available within seven business days 
of the date of the sale of the Bonds. 
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OFFICIAL STATEMENT 

$15,860,000

City of Willits 
Wastewater Revenue Refunding Bonds 

Series 2020A 

INTRODUCTION 

General 

The purpose of this Official Statement (which includes the cover page and the Appendices attached 
hereto) is to provide information concerning the issuance of the City of Willits Wastewater Revenue 
Refunding Bonds, Series 2020A (the “Bonds”), which are being issued by the City of Willits (the “City”) 
pursuant to the provisions of an Indenture of Trust, dated as of August 1, 2020 (the “Indenture”) between 
the City and U.S. Bank National Association, San Francisco, California (the “Trustee”). The Bonds will be 
issued pursuant to the provisions of Articles 10 and 11, Division 2, Title 5 (commencing with Section 
53570) of the California Government Code, as amended (the “Bond Law”), a resolution of the City Council 
adopted on April 22, 2020 and a resolution of the City Council adopted on July 21, 2020 (collectively, the 
“Resolution”). 

Relationship to Preliminary Official Statement dated July 8, 2020 

This Amended and Restated Preliminary Official Statement replaces and supersedes in its entirety 
that certain Preliminary Official Statement relating to the Bonds dated July 8, 2020. 

The City and the Wastewater System 

The City is located within Mendocino County (“Mendocino County”), approximately 140 miles 
north of San Francisco. The current population of the City is approximately 4,935.  The City was 
incorporated on November 19, 1888.   

The City is a general law city and operates under a Council-Manager form of government.  The 
City Council consists of five members elected by the residents of the City. Council terms are four years, 
elected in November of even-numbered years. Each November, the City Council selects the Mayor from 
among its members for a one-year term. The City Council is elected on an at-large, non-partisan basis. 

The City operates a wastewater system which includes a treatment plant, the collection system and 
water reclamation facilities (collectively, the “Wastewater System”) currently providing service to 
approximately 1,360 residential customers, 222 commercial or industrial customers, and 102 institutional, 
rural/other customers. Within the City’s boundaries, the Wastewater System is the sole wastewater system 
that provides wastewater services.  Wastewater generated by customers is treated at the City’s Treatment 
Plant which serves both the City and its surrounding region.  In calendar year 2019, the Wastewater System 
had average wastewater treatment inflows of 1.345 million gallons day (MGD). The Treatment Plant also 
accepts wastewater effluent from the adjacent collection systems of the Brooktrails Township Community 
Services District (“Brooktrails CSD”), Meadowbrook Manor County Sanitary District and Sherwood 
Valley Rancheria. Brooktrails CSD pays the City a monthly fee ($28,980 per month during the period 
beginning July 1, 2020 and ending June 30, 2021 with a 3.5% increase to the monthly rate at the beginning 

 Preliminary; subject to change.
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of a new fiscal year) for the services provided by the City to Brooktrails CSD and to pay its share of costs 
of the Treatment Plant’s operations. See “THE WASTEWATER SYSTEM.” 

For all purposes herein, the “Wastewater System” means collectively, the entire system of the City 
for the collection, conveyance, treatment and disposal of wastewater within the service area of the City, 
now owned or operated by the City, and all other properties, structures or works hereafter acquired and 
constructed by the City and determined to be a part of the Wastewater System, including, but not limited 
to, any and all properties and assets, real and personal, tangible and intangible, of the City, now or hereafter 
existing, used or pertaining to the collection, conveyance, treatment and disposal of wastewater, including 
all pipes, valves, machinery and all other appurtenances necessary, useful or convenient for the collection, 
conveyance, treatment and disposal of wastewater, and any necessary lands, rights of way and other real or 
personal property useful in connection therewith, and all additions, extensions, expansions, improvements 
and betterments thereto and equipping thereof; provided, however, that to the extent the City is not the sole 
owner of an asset or property, only the City’s ownership interest in such asset or property shall be 
considered to be part of the Wastewater System.  

For other information concerning the City and the Wastewater System, see “THE WASTEWATER 
SYSTEM” and “WASTEWATER SYSTEM FINANCIAL INFORMATION” herein.  For other selected 
demographic and economic information, see “APPENDIX B—GENERAL INFORMATION 
REGARDING THE CITY OF WILLITS AND MENDOCINO COUNTY” hereto.  A copy of the audited 
financial statements of the City for the year ended June 30, 2019 is attached hereto as Appendix C. 

The Bonds 

The Bonds will be executed and delivered as fully registered certificates in book-entry form only, 
initially registered in the name of Cede & Co., as nominee of The Depository Trust Company (“DTC”), 
New York, New York.  Purchasers will not receive certificates representing their interest in the Bonds.  
Individual purchases of the Bonds will be in principal amounts of $5,000 or in any integral multiples of 
$5,000.  Interest payable with respect to the Bonds will be payable on May 1 and November 1 in each year, 
beginning November 1, 2020 (the “Interest Payment Dates”), and principal payable with respect to the 
Bonds will be paid on the dates set forth in the Maturity Schedule on the inside cover.  Payments of principal 
of and interest on the Bonds (the “Debt Service Payments”) will be paid by the Trustee, to DTC for 
subsequent disbursement to DTC Participants who will remit such payments to the Beneficial Owners (for 
all purposes herein, as such are defined in Appendix F hereto) of the Bonds. 

The Bonds are subject to redemption prior to their scheduled payment dates as described herein.  
See “THE BONDS—Redemption of the Bonds” herein. 

Purpose 

The Bonds are being issued by the City to (a) prepay and defease that certain Installment Sale 
Agreement, dated as of November 1, 2007 (the “2007 Installment Sale Agreement”), by and between the 
City and the City of Willits Public Facilities Corporation (the “Prior Issuer”) and prepay and defease that 
certain Installment Sale Agreement, dated as of March 1, 2011 (the “2011 Installment Sale Agreement” and 
together with the 2007 Installment Sale Agreement, the “Prior Obligations”), by and between the City and 
the Prior Issuer; (b) purchase a municipal bond insurance policy and a municipal bond debt service reserve 
insurance policy for the Bonds for deposit in the Reserve Fund in satisfaction of the Reserve Requirement; 
(c) capitalize a portion of the interest on the Bonds through November 1, 2021; and (d) pay certain costs of 
issuing the Bonds.  See “THE FINANCING PLAN” and “ESTIMATED SOURCES AND USES OF 
FUNDS” herein 
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Security for the Bonds 

The Bonds, when issued, will be special, limited obligations of the City, secured by (a) pledge of 
and first lien on all gross income and revenue received or receivable by the City from the ownership and 
operation of the Wastewater System, calculated in accordance with Generally Accepted Accounting 
Principles, including all rates, fees, charges (including connection fees), insurance proceeds and 
condemnation awards received by the City and all other income and revenue howsoever derived by the City 
from the Wastewater System, minus the amount required to pay all City Operation and Maintenance 
Expenses (the “Net Revenues”), subject to application as provided in the Indenture, and (b) certain pledged 
funds and accounts held under the Indenture and the interest and other income derived therefrom.  See 
“SECURITY FOR THE BONDS” herein. 

The Bonds are payable on a parity basis with the City’s outstanding Loan Agreement, dated as of 
December 1, 2015, by and between the City and TPB Investments, Inc. (the “Existing Parity Obligations”).  
Subject to certain conditions set forth in the Indenture, the City may at any time incur revenue bonds, notes 
or other evidences of indebtedness of the City payable from Net Revenues on a parity basis with the Bonds 
and the Existing Parity Obligations.  See “SECURITY FOR THE BONDS—Parity Obligations” herein. 

Pursuant to the Indenture, the City has covenanted to fix, prescribe rates and charges for the 
Wastewater System which are reasonably expected to be at least sufficient to yield during each Fiscal Year 
Net Revenues equal to 120% of Debt Service on the Bonds and Parity Obligations for such Fiscal Year.  
See “SECURITY FOR THE BONDS—Rate Covenant” herein. 

Under the Indenture, the City may maintain and hold a separate fund to be known as the “Rate 
Stabilization Fund.”  From time to time the City may deposit in the Rate Stabilization Fund, from Net 
Revenues or other available funds of the City, such amounts as the City shall determine.  The City may 
withdraw amounts from the Rate Stabilization Fund (a) for transfer to the Revenue Fund (defined herein) 
for inclusion in Gross Revenues for any Fiscal Year, or (b) for any other lawful use of the City. 

Pursuant to a Debt Service Reimbursement Agreement, dated as of June 1, 2020 (the 
“Reimbursement Agreement”), between Brooktrails CSD and the City, Brooktrails CSD will reimburse the 
City for thirty-six percent (36%) of the Debt Service due on the Bonds for each Interest Payment Date. See 
“SECURITY FOR THE BONDS—Debt Service Reimbursement Agreement” herein. 

Concurrently with the issuance of the Bonds, Assured Guaranty Municipal Corp. (the “Insurer”) 
will issue its municipal bond insurance policy for the Bonds (the “Insurance Policy”).  The Insurance Policy 
guarantees the scheduled payment of principal of and interest on the Bonds when due as set forth in the 
form of the Insurance Policy included as Appendix G this Official Statement.  See “SECURITY FOR THE 
BONDS—Bond Insurance” and “BOND INSURANCE” herein and “APPENDIX G—SPECIMEN 
MUNICIPAL BOND INSURANCE POLICY” hereto. 

Debt Service Reserve Fund 

The Insurer has also made a commitment to issue a municipal bond debt service reserve insurance 
policy (the “Reserve Policy”), effective as of the date of delivery of the Bonds, for deposit in the reserve 
fund established pursuant to the Indenture for the Bonds (the “Reserve Fund”) which will satisfy the 
Reserve Requirement.  The Reserve Fund will be held by the Trustee on behalf of the City.  See 
“SECURITY FOR THE BONDS—Reserve Fund” herein. 
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Risk Factors 

Payment of Debt Service Payments depends primarily upon the generation and collection of Net 
Revenues.  There can be no assurance that the demand for the services provided by the Wastewater System 
will be maintained at levels described in this Official Statement, or that the expenses for operating and 
maintaining the Wastewater System will be consistent with the levels described in this Official Statement.  
Changes in technology, decreased demand, new regulatory requirements, increases in the cost of energy or 
other expenses would reduce Net Revenues, and could require the City to implement increases in 
Wastewater System rates or charges in order to comply with the rate covenant.  Such rate increases could 
increase the likelihood of nonpayment by Wastewater System customers and could also cause further 
decreases in customer demand. 

See “RISK FACTORS” herein for a discussion of special factors which should be considered, in 
addition to the other matters set forth herein, in considering the investment quality of the Bonds, including 
a discussion of the impact of Proposition 218, Constitutional limits on fees and charges, the COVID-19 
pandemic, seismic considerations, limitation on remedies, treatment of the Bonds pursuant to a case under 
chapter 9 of the United States Bankruptcy Code (“Chapter 9” of the “Bankruptcy Code”) and changes in 
law. 

Limited Obligations 

THE OBLIGATION OF THE CITY TO MAKE PAYMENTS OF DEBT SERVICE PAYMENTS 
IS A SPECIAL LIMITED OBLIGATION OF THE CITY, PAYABLE SOLELY FROM AND SECURED 
BY NET REVENUES AND OTHER FUNDS PROVIDED FOR IN THE INDENTURE.  NONE OF THE 
STATE OF CALIFORNIA (THE “STATE”), NOR ANY OF ITS POLITICAL SUBDIVISIONS SHALL 
BE DIRECTLY, INDIRECTLY, OR CONTINGENTLY OBLIGATED TO USE ANY OTHER MONEYS 
OR ASSETS TO PAY ALL OR ANY PORTION OF THE DEBT SERVICE DUE ON THE BONDS, TO 
LEVY OR TO PLEDGE ANY FORM OF TAXATION WHATSOEVER THEREFOR OR TO MAKE 
ANY APPROPRIATION FOR THEIR PAYMENT.  THE BONDS ARE NOT SECURED BY A LIEN 
ON THE PHYSICAL ASSETS OF THE CITY.  THE BONDS ARE NOT A PLEDGE OF THE FULL 
FAITH AND CREDIT OF THE CITY, THE STATE OR ANY OF ITS POLITICAL SUBDIVISIONS 
NOR DO THEY CONSTITUTE INDEBTEDNESS IN CONTRAVENTION OF ANY 
CONSTITUTIONAL OR STATUTORY DEBT LIMITATION.  NO PERSON EXECUTING THE 
BONDS IS SUBJECT TO ANY PERSONAL LIABILITY OR ACCOUNTABILITY BY REASON OF 
THEIR ISSUANCE. 

Tax Matters 

In the opinion of Kutak Rock LLP, Bond Counsel, under existing laws, regulations, rulings and 
judicial decisions and assuming the accuracy of certain representations and continuing compliance with 
certain covenants, interest on the Bonds (including any original issue discount properly allocable to the 
owner of a Bond) is excludable from gross income for federal income tax purposes and is not a specific 
preference item for purposes of the federal alternative minimum tax.  Bond Counsel is also of the opinion 
that interest on the Bonds is exempt from State of California personal income taxes.  For a more detailed 
description of such opinions of Bond Counsel, see “TAX MATTERS” herein. 

Offering and Delivery of the Bonds 

The Bonds are offered when, as and if issued, subject to approval as to their legality by Bond 
Counsel.  It is anticipated that the Bonds in book-entry form will be available for delivery through the 
facilities of DTC on or about August 13, 2020. 
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Continuing Disclosure 

The City will covenant for the benefit of the Owners (for all purposes herein, as such are defined 
in the Indenture) and Beneficial Owners of the Bonds to make available certain financial information and 
operating data relating to the Wastewater System and to provide notices of the occurrence of certain 
enumerated events, in order to assist the Underwriter in complying with S.E.C. Rule 15c2-12(b)(5) (the 
“Rule”).  See “CONTINUING DISCLOSURE” herein for additional information regarding the City’s 
continuing disclosure obligations and prior compliance therewith.  The specific nature of the information 
to be made available and the notices of listed events required to be provided are described in 
“APPENDIX E—FORM OF CONTINUING DISCLOSURE CERTIFICATE” herein. 

Forward-Looking Statements 

Certain statements included or incorporated by reference in this Official Statement (including the 
appendices hereto), including but not limited to (a) statements containing projections of Gross Revenues 
and Net Revenues and other financial items; (b) statements of future economic performance of the 
Wastewater System; and (c) statements of the assumptions underlying or relating to statements described 
in clauses (a) and (b) above, constitute “forward-looking statements” within the meaning of the United 
States Private Securities Litigation Reform Act of 1995, Section 21E of the United States Securities 
Exchange Act of 1934, as amended, and Section 27A of the United States Securities Act of 1933, as 
amended.  Such statements are generally identifiable by the terminology used such as “plan,” “expect,” 
“estimate,” “project,” “budget,” “intend,” or other similar words.  Such forward-looking statements include, 
but are not limited to, certain statements contained in the information regarding the Wastewater System 
herein. 

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 DOES NOT PLAN TO ISSUE ANY 
UPDATES OR REVISIONS TO THE FORWARD-LOOKING STATEMENTS SET FORTH IN THIS 
OFFICIAL STATEMENT. 

Professionals Involved in the Offering 

Kutak Rock LLP, Irvine, California, is acting as Bond Counsel with respect to the Bonds.  Certain 
legal matters will be passed upon for the City by the City Attorney, Jim Lance, Willits, California, and by 
Kutak Rock LLP, Irvine, California, Disclosure Counsel.  The Underwriter is being represented by its 
counsel, The Weist Law Firm, Los Gatos, California.  Such law firms will receive compensation contingent 
upon the sale and delivery of the Bonds. 

Other Information 

This Official Statement is not to be construed as a contract or agreement between the City and/or 
the purchasers or Owners of any of the Bonds.  Any statements made in this Official Statement involving 
matters of opinion or estimates, whether or not so expressly stated, are set forth as such and not as 
representations of fact, and no representation is made that any of the estimates will be realized.  Quotations 
from and summaries and explanations of the California Government Code, other applicable legislation, the 
Indenture, the Wastewater System, proceedings of the City with respect to the operations thereof and with 
respect to the Bonds, agreements and other documents referenced herein, do not purport to be complete, 
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and reference is made to said documents, constitutional provisions and statutes for full and complete 
statements of their provisions.  Prospective purchasers of the Bonds are advised to refer to such documents, 
provisions, and reports for full and complete statements of their contents.  References herein to the Bonds 
are qualified in their entirety by reference to the form thereof included in the Indenture.  Copies of the 
proceedings of the City referred to above, the Indenture and other documents described in this Official 
Statement are available for inspection at the offices of the City at: 111 E. Commercial Street, Willits, 
California 95490, Attention: City Manager.  The City may impose a charge for copying, mailing and 
handling. 

Certain of the information set forth herein, other than that provided by the City, has been obtained 
from official sources which are believed to be reliable but it is not guaranteed as to accuracy or 
completeness, and is not to be construed as a representation by the City.  The information and expressions 
of opinions herein are subject to change without notice and neither delivery of this Official Statement nor 
any sale made hereunder shall, under any circumstances, create any implication that there has been no 
change in the affairs of the Wastewater System or the City since the date hereof. 

THE FINANCING PLAN 

A portion of the proceeds of the Bonds will be used to prepay and defease the 2007 Installment 
Sale Agreement and the 2011 Installment Sale Agreement. The remaining proceeds of the Bonds will be 
used to purchase the Reserve Policy for the Bonds, capitalize a portion of the interest on the Bonds through 
November 1, 2021 and to pay certain costs of issuing the Bonds, including the premium for the Insurance 
Policy.  See “ESTIMATED SOURCES AND USES OF FUNDS” below. 

The City will accomplish the prepayment and defeasance of the 2007 Installment Sale Agreement 
and the 2011 Installment Sale Agreement by causing a portion of the net sale proceeds of the Bonds, 
together with certain other amounts, to be irrevocably deposited into separate sub-accounts of an escrow 
fund (the “Escrow Fund”), to be held by U.S Bank National Association, acting as escrow agent (the 
“Escrow Agent”) under an Escrow Agreement, dated as of August 1, 2020 (the “Escrow Agreement”), 
between the City and Escrow Agent.  Amounts on deposit in the separate sub-accounts of the Escrow Fund 
will be sufficient to enable the Escrow Agent to prepay the 2007 Installment Sale Agreement in full and the 
2011 Installment Sale Agreement in full on August 13, 2020 (the “Prepayment Date”) at a price equal to 
100% of the aggregate principal amount of such prepaid 2007 Installment Sale Agreement obligation plus 
all then-accrued interest thereupon and equal to 100% of the aggregate principal amount of such prepaid 
2011 Installment Sale Agreement obligation plus all then-accrued interest thereupon (collectively, the 
“Escrow Requirement”). 

The sufficiency of the amounts on deposit in the Escrow Fund to pay the Escrow Requirement 
through the Prepayment Date will be verified by Robert Thomas CPA, Overland Park, Kansas, as 
Verification Agent (the “Verification Agent”).  As a result of the deposit and application of funds so 
provided in the Escrow Agreement, and assuming the accuracy of the Verification Agent’s computations, 
the outstanding 2007 Installment Sale Agreement obligation will be prepaid and defeased on the 
Prepayment Date and the outstanding 2011 Installment Sale Agreement obligation will be prepaid and 
defeased on the Prepayment Date.  See “VERIFICATION OF MATHEMATICAL COMPUTATIONS” 
herein. 

The portion of the proceeds of the Bonds that are deposited with the Escrow Agent is pledged solely 
to the payment of the Escrow Requirement and will not be available for the payments of principal of and 
interest on the Bonds or the Prior Obligations. 
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ESTIMATED SOURCES AND USES OF FUNDS 

The estimated sources and uses of funds are as follows: 

SOURCES:
Principal Amount of Bonds $_______
[Plus][Less] Original Issue [Premium][Discount] _______

Total $_______

USES:
Deposit to Escrow Fund(1) $_______
Deposit to Debt Service Account(2) _______
Costs of Issuance(3) _______

Total $_______
____________________ 
(1) See “THE FINANCING PLAN” herein. 
(2) An amount to capitalize a portion of the interest on the Bonds through November 1, 2021. 
(3) Reflects all costs of issuance, including the Underwriter’s discount and the printing costs, fees of Bond 
Counsel, Disclosure Counsel, and City Attorney, the costs and fees of the Verification Agent, Municipal 
Advisor, Trustee and Escrow Agent, premiums for the Insurance Policy and Reserve Policy, and other costs 
of issuing the Bonds.

THE BONDS 

Description of the Bonds 

The Bonds are authorized pursuant to the Bond Law, the Indenture and the Resolution. 

The Bonds shall be delivered in the form of fully registered Bonds, in denominations of $5,000 or 
any integral multiple thereof, and shall be dated the date of delivery to the initial purchaser thereof.  The 
Bonds, when executed and delivered, will be registered in the name of Cede & Co., as registered owner and 
nominee of DTC.  So long as DTC, or Cede & Co. as its nominee, is the registered owner of all Bonds, all 
payments with respect to the Bonds will be made directly to DTC, and disbursement of such payments to 
the DTC Participants (defined below) will be the responsibility of DTC, and disbursement of such payments 
to the Beneficial Owners will be the responsibility of the DTC Participants, as more fully described herein.  
See “—Book-Entry System” below. 

Interest on Bonds shall be payable on May 1 and November 1 in each year, beginning November 1, 
2020 (each, an “Interest Payment Date”), and continuing to and including the date of maturity or prior 
redemption, whichever is earlier.  Principal of the Bonds shall be payable on May 1 in each of the years 
and in the amounts set forth on the inside cover page of this Official Statement.  Principal and premium, if 
any, of the Bonds shall be payable to the Owner upon presentation and surrender of such Bond at the 
corporate trust office of the Trustee in San Francisco, California.  Interest on the Bonds shall be calculated 
on the basis of a 360-day year consisting of twelve 30-day months and shall be payable by wire or check 
mailed by first-class mail on each Interest Payment Date to the Owners as of the close of business on the 
fifteenth day of the calendar month prior to an Interest Payment Date (the “Record Date”) at their addresses 
shown on the registration books maintained by the Trustee; provided however, that upon the written request 
from any Owner of any Bond in a denomination of, or Bonds aggregating, at least $1,000,000 in principal 
amount, received on or prior to the fifteenth day of the month preceding an applicable Interest Payment 
Date, payment may be made by wire in Federal Reserve funds to an account within the United States on 
the Interest Payment Date with regard to which such payment is made. 
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The Bonds may be transferred or exchanged at the principal office of the Trustee, to the extent and 
upon the conditions set forth in the Indenture.  The Trustee may require the payment of a reasonable service 
charge by the owner of any Bond requesting exchange, and the Trustee will require payment of a sum 
sufficient to cover any tax or other governmental charge required to be paid with respect thereto.  The 
Trustee may refuse to transfer or exchange any Bonds during the period after the mailing of notice calling 
such Bond or a portion thereof for redemption, or during the fifteen days preceding the giving of such notice 
of redemption. 

If a Bond is mutilated, lost, stolen or destroyed, the Trustee, at the expense of the owner of such 
Bond, will authenticate, subject to the provisions of the Indenture, a new Bond of like tenor and amount.  
In the case of a lost, stolen or destroyed Bond, the Trustee may require that an indemnity be furnished and 
payment of an appropriate fee for each new Bond delivered in replacement of such Bond and may require 
payment of the expenses of the City and the Trustee incurred in connection therewith. 

Redemption of the Bonds 

Optional Redemption.  The Bonds maturing on or before November 1, 20___, are not subject to 
optional redemption prior to their respective stated maturities.  The Bonds maturing on or after November 1, 
20___, are subject to redemption prior to their respective stated maturities, at the option of the City, from 
any source of available funds, as a whole or in part (by such maturities as may be specified by the City and 
by lot within a maturity) on any date on or after November 1, 20___, at a redemption price equal to the 
principal amount of Bonds called for redemption, plus accrued interest to the date fixed for redemption, 
without premium. 

Sinking Fund Redemption of Bonds.  The Bonds maturing November 1, 20__ shall be subject to 
mandatory sinking fund redemption in part, by lot, commencing on November 1, 20__, from mandatory 
sinking fund payments set aside in the Debt Service Account, at a redemption price equal to the principal 
amount thereof to be redeemed, together with accrued interest to the date fixed for redemption, without 
premium, in the aggregate respective principal amounts and on the dates set forth below: 

Bonds maturing November 1, 20__

Redemption Date 

(November 1) 

Redemption 

Amount 

20__ $ 

20__ 

20__*

____________________ 
* Final Maturity.

[Remainder of page intentionally left blank] 
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The Bonds maturing November 1, 20__ shall be subject to mandatory sinking fund redemption in 
part, by lot, commencing on November 1, 20__, from mandatory sinking fund payments set aside in the 
Debt Service Account, at a redemption price equal to the principal amount thereof to be redeemed, together 
with accrued interest to the date fixed for redemption, without premium, in the aggregate respective 
principal amounts and on the dates set forth below: 

Bonds maturing November 1, 20__ 

Redemption Date 

(November 1) 

Redemption 

Amount 

20__ $ 

20__ 

20__*

____________________ 
* Final Maturity.

The Bonds maturing November 1, 20__ shall be subject to mandatory sinking fund redemption in 
part, by lot, commencing on November 1, 20__, from mandatory sinking fund payments set aside in the 
Debt Service Account, at a redemption price equal to the principal amount thereof to be redeemed, together 
with accrued interest to the date fixed for redemption, without premium, in the aggregate respective 
principal amounts and on the dates set forth below: 

Bonds maturing November 1, 20__ 

Redemption Date 

(November 1) 

Redemption 

Amount 

20__ $ 

20__ 

20__*

____________________ 
* Final Maturity.

Selection of Bonds for Redemption.  In the event that part, but not all, of the Bonds are to be 
redeemed, the Bonds to be redeemed shall be selected by the Trustee among maturities as designated in 
writing by the City and by lot within a maturity; provided, however, that, as shall be set forth in a Certificate 
of the City, the Bonds may be redeemed by any maturity or maturities selected by the City, and by lot within 
a maturity.  For the purpose of the selection described in this Section, all Bonds registered in the name of 
the same Owner shall be aggregated and treated as a single Bond held by such Owner.  Notwithstanding 
any of the foregoing, in any such partial redemption the Trustee shall call the Bonds in integral multiples 
of $5,000. 

Notice of Redemption; Rescission.  When redemption is authorized or required pursuant to the 
Indenture, the Trustee shall give notice (the “Redemption Notice”), at the expense of the City, of the 
redemption of the Bonds.  Such Redemption Notice shall specify:  (a) the Bonds or designated portions 
thereof (in the case of redemption of the Bonds in part but not in whole) which are to be redeemed, (b) the 
date of redemption, (c) the place or places where the redemption will be made, including the name and 
address of any paying agent, (d) the redemption price, (e) the CUSIP numbers (if any) assigned to the Bonds 
to be redeemed, (f) if less than all the Bonds of a maturity are to be redeemed, the certificate numbers of 
the Bonds to be redeemed and, in the case of any Bond to be redeemed in part only, the amount of such 
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Bond to be redeemed, and (g) the original issue date, interest rate and stated maturity date of each Bond to 
be redeemed in whole or in part. Redemption notices may state that no representation is made as to the 
accuracy of the CUSIP numbers printed thereon or on the Bonds. Such Redemption Notice shall further 
state that on the specified date there shall become due and payable upon each Bond or portion thereof being 
redeemed, the redemption price, together with interest accrued to the redemption date, and that from and 
after such date interest with respect thereto shall cease to accrue and be payable.  

Subject to the provisions stated above, the Trustee shall take the following actions with respect to 
such Redemption Notice: At least twenty (20) but not more than sixty (60) days prior to the redemption 
date, the Trustee shall cause Redemption Notices to be given to the respective Owners of Bonds designated 
for redemption by first class mail, postage prepaid, at their addresses appearing on the Bond Register 
maintained by the Trustee. At least twenty (20) days prior to the redemption date, such Redemption Notice 
shall be given to each of the Securities Depositories. At least twenty (20) days prior to the redemption date, 
such Redemption Notice shall be given to one of the Information Services selected by the City. Neither 
failure to receive any Redemption Notice nor any defect in such Redemption Notice so given shall affect 
the sufficiency of the proceedings for the redemption of such Bonds.  Each check or other payment method 
used by the Trustee for the purpose of redeeming Bonds shall bear the CUSIP number identifying, by issue 
and maturity, the Bonds being redeemed with the proceeds of such check or other transfer.  

The City shall have the right to rescind any optional redemption by written notice to the Trustee on 
or prior to the date fixed for redemption.  Any such notice of optional redemption shall be canceled and 
annulled if for any reason funds will not be or are not available on the date fixed for redemption for the 
payment in full of the Bonds then called for redemption, and such cancellation shall not constitute an Event 
of Default under the Indenture. The City and the Trustee shall have no liability to the Owners or any other 
party related to or arising from such rescission of redemption.  The Trustee shall mail notice of such 
rescission of redemption in the same manner as the original notice of redemption was sent. 

Effect of Notice of Redemption.  Notice of redemption having been duly given, and the moneys 
for the redemption, including interest to the applicable redemption date of the Bonds to be redeemed, having 
been set aside in the Redemption Account or Payment Account, the portion of Bonds to be redeemed shall 
become due and payable on said redemption date, and, upon presentation and surrender thereof at the office 
or offices specified in said notice, said Bonds shall be paid at the unpaid principal amount and premium, if 
any, with respect thereto, plus any unpaid and accrued interest to said redemption date. 

Purchase in Lieu of Redemption.  In lieu, or partially in lieu, of such call and redemption, moneys 
of the City may be used to purchase Outstanding Bonds in the manner provided in the Indenture.  Purchases 
of Outstanding Bonds may be made by the City prior to the selection of Bonds for redemption by the 
Trustee, at public or private sale as and when and at such prices as the City may in its discretion determine 
but only at prices (including brokerage or other expenses) of not more than par plus applicable accrued 
interest and redemption premiums, and any accrued interest payable upon the purchase of Bonds may be 
paid from the amount in the Payment Fund for payment of interest on the following Interest Payment Date. 
If any Bond so purchased is not canceled upon purchase, the purchase of such Bond shall be subject to the 
prior written consent of the Bond Insurer. 

Book-Entry-Only System 

DTC will act as securities depository for the Bonds.  The Bonds will be issued as fully registered 
certificates registered in the name of Cede & Co. (DTC’s partnership nominee).  One fully registered Bond 
will be issued for each maturity of the Bonds, each in the aggregate principal amount of such maturity, and 
will be deposited with DTC.  See “APPENDIX F—THE BOOK-ENTRY SYSTEM” herein. 
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The City and the Trustee cannot and do not give any assurances that DTC, DTC Participants or 
others will distribute payments of principal, interest or premium, if any, with respect to the Bonds paid to 
DTC or its nominee as the registered owner, or will distribute any redemption notices or other notices, to 
the Beneficial Owners, or that they will do so on a timely basis or will serve and act in the manner described 
in this Official Statement.  The City and the Trustee are not responsible or liable for the failure of DTC or 
any DTC Participant to make any payment or give any notice to a Beneficial Owner with respect to the 
Bonds or an error or delay relating thereto. 

Acceleration 

If an Event of Default (as such is defined in the Indenture) shall occur, the Trustee may exercise 
any remedies available to the Trustee and the Bond Owners in law or at equity. Upon the satisfaction of 
certain conditions set forth in the Indenture, the Trustee may declare the principal of all of the Bonds then-
Outstanding, and the interest accrued thereon, to be due and payable immediately.  Any suit requesting such 
accelerated payment of debt service and/or money damages would be subject to limitations on legal 
remedies against municipalities in California, including a limitation on enforcement of judgments against 
funds needed to serve the public welfare and interest.  See “APPENDIX A—SUMMARY OF THE 
INDENTURE” hereto under the caption “Events of Default and Events of Mandatory Acceleration; 
Acceleration of Maturities” for further information with respect to the acceleration of the Bonds and other 
remedies. 

[Remainder of page intentionally left blank] 
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Schedule of Debt Service Payments 

The following table sets forth the Debt Service Payments for the Bonds for each 12-month period 
ending on November 1 (assuming no early redemptions): 

Schedule of Debt Service Payments 

Year  
(November 1) Principal Interest Total Debt 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
2050
Total $ $ $

____________________ 
Source: The Underwriter

SEE “SECURITY FOR THE BONDS—Parity Obligations” below for further information about 
debt service payments secured by a pledge of and lien upon Net Revenues on a parity basis with the Debt 
Service Payments for the Bonds. 
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SECURITY FOR THE BONDS 

General 

THE OBLIGATION OF THE CITY TO MAKE PAYMENTS OF DEBT SERVICE PAYMENTS 
IS A SPECIAL LIMITED OBLIGATION OF THE CITY, PAYABLE SOLELY FROM AND SECURED 
BY NET REVENUES AND OTHER FUNDS PROVIDED FOR IN THE INDENTURE.  NONE OF THE 
CITY, THE STATE OF CALIFORNIA, NOR ANY OF ITS POLITICAL SUBDIVISIONS SHALL BE 
DIRECTLY, INDIRECTLY, OR CONTINGENTLY OBLIGATED TO USE ANY OTHER MONEYS 
OR ASSETS TO PAY ALL OR ANY PORTION OF THE DEBT SERVICE DUE ON THE BONDS, TO 
LEVY OR TO PLEDGE ANY FORM OF TAXATION WHATSOEVER THEREFOR OR TO MAKE 
ANY APPROPRIATION FOR THEIR PAYMENT.  THE BONDS ARE NOT SECURED BY A LIEN 
ON THE PHYSICAL ASSETS OF THE CITY.  THE BONDS ARE NOT A PLEDGE OF THE FULL 
FAITH AND CREDIT OF THE CITY, THE STATE OR ANY OF ITS POLITICAL SUBDIVISIONS 
NOR DO THEY CONSTITUTE INDEBTEDNESS IN CONTRAVENTION OF ANY 
CONSTITUTIONAL OR STATUTORY DEBT LIMITATION.  NO PERSON EXECUTING THE 
BONDS IS SUBJECT TO ANY PERSONAL LIABILITY OR ACCOUNTABILITY BY REASON OF 
THEIR ISSUANCE. 

Pledge of Net Revenues 

The Bonds are secured by a pledge of and first lien on all Net Revenues received by the City as a 
result of the operation of the Wastewater System, as those terms are defined below and upon all money and 
securities on deposit in certain accounts under the Indenture.  The obligation of the City to make Debt 
Service Payments from Net Revenues is absolute and unconditional, and until such time as all Debt Service 
Payments shall have been fully paid and the Bonds are no longer Outstanding (or provision for the payment 
thereof shall have been made), the City will not, under any circumstances, discontinue, abate or suspend 
any payment due under the Indenture when due, whether or not the Wastewater System is operating or 
operable or has been completed, or whether or not the Wastewater System is condemned, damaged, 
destroyed or seized or its use is suspended, interfered with, reduced or curtailed or terminated in whole or 
in part, and such payments shall not be subject to reduction whether by offset, counterclaim, defense, 
recoupment, abatement, suspension, deferment or otherwise. 

All Net Revenues are pledged by the City to the payment of Debt Service Payments and debt service 
on Parity Obligations as provided in the Indenture. This pledge shall constitute a first lien on the Net 
Revenues for the payment of the Debt Service Payments and debt service on any Parity Obligations in 
accordance with the Indenture.  The Bonds are not secured by a direct lien on any other property of the 
City. 

In the Indenture, the City covenants that, so long as any Bonds are Outstanding, the City will not 
issue or incur any obligations payable from Net Revenues superior to the payment of Debt Service Payments 
or debt service payments on Parity Obligations and/or Subordinate Debt.  The City is authorized to incur 
additional Parity Obligations secured by Net Revenues with a lien on a parity basis with the lien of the 
Bonds and the Existing Parity Obligations, provided it complies with certain provisions in the Indenture.  
See “—Parity Obligations” below.  The City is also authorized to issue subordinate debt secured by Net 
Revenues. 

“Gross Revenues” means all gross income and revenue received or receivable by the City from the 
ownership and operation of the Wastewater System, calculated in accordance with Generally Accepted 
Accounting Principles, including all rates, fees, charges (including connection fees), insurance proceeds 
and condemnation awards received by the City and all other income and revenue howsoever derived by the 



14 

City from the Wastewater System; provided, however, that (a) any specific charges levied for the express 
purpose of reimbursing others for all or a portion of the cost of the acquisition or construction of specific 
wastewater facilities; (b) grants that are designated by the grantor for a specific Wastewater System purpose 
(and are therefore not available for general operational purposes); (c) customers’ deposits or any other 
deposits related to the Wastewater System subject to refund until such deposits have become the property 
of the City; (d) the proceeds of any ad valorem property taxes; and (e) the proceeds of any special 
assessments or special taxes levied upon real property within any improvement district served by the City 
for the purpose of paying special assessment bonds or special tax obligations of the City relating to the 
Wastewater System, are not Revenues and are not subject to the lien hereof.  Gross Revenues shall also be 
increased by the amounts, if any, transferred during such Fiscal Year or other period from the Rate 
Stabilization Fund to the Revenue Fund and shall be decreased by the amounts, if any, transferred during 
such Fiscal Year or other period from the Revenue Fund to the Rate Stabilization Fund, pursuant to the 
Indenture. 

“Net Revenues” means, for any period, an amount equal to all of the Gross Revenues received 
during such period minus the amount required to pay all Operation and Maintenance Expenses becoming 
payable during such period. 

“Revenue Fund” means the fund of the City into which it deposits Gross Revenues, which shall 
initially be the Sewer Fund of the City. 

Application of Gross Revenues 

Payments From Revenue Fund.  The City has covenanted that all of the Gross Revenues when 
and as received, will be received and held by the City in trust for the benefit of Bond Owners and the holders 
of Parity Obligations, and will be deposited by the City in the Revenue Fund (which the City covenants and 
agrees to maintain so long as any Bonds remain Outstanding), and shall be disbursed, allocated and applied 
solely to the uses and purposes set forth in the Indenture, and shall be accounted for separately and apart 
from all other money, funds, accounts or other resources of the City. 

All Gross Revenues in the Revenue Fund shall be set aside and applied in the following order of 
priority: 

(a) Operation and Maintenance Expenses.  To pay all Operation and Maintenance 
Expenses (including amounts reasonably required to be set aside in contingency reserves for 
Operation and Maintenance Expenses, the payment of which is not then immediately required) 
from the Revenue Fund as they become due and payable. 

(b) Debt Service Payments.  In order to carry out and effectuate the pledge and lien 
contained in the Indenture, Net Revenues in the Revenue Fund (after payment of all Operation and 
Maintenance Expenses) on or before each Interest Payment Date will be transferred by the City 
from the Revenue Fund to the Trustee for deposit in the Debt Service Account of the Payment Fund 
for the payment of Debt Service Payments payable pursuant to the Indenture and all other payments 
relating to principal and interest on or with respect to Parity Obligations, will be paid in accordance 
with the terms of the Indenture and of such Parity Obligations, without preference or priority, and 
in the event of any insufficiency of such moneys, ratably without any discrimination or preference. 

(c) Reserve Funds.  Payments required to restore the Reserve Fund to the Reserve 
Requirement and the debt service reserve funds established for Parity Obligations to their reserve 
requirement levels (which shall include payments to reimburse the Insurer for draws against the 
Reserve Policy and payments to reimburse the providers of any surety bond, letter of credit or 
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guaranty policy issued to fund the debt service reserve funds established for Parity Obligations for 
draws thereagainst, respectively) shall be made in accordance with the terms of the Indenture and 
such Parity Obligations, without preference or priority, and in the event of any insufficiency of 
such moneys, ratably without any discrimination or preference. 

“Reserve Requirement” means, as of any date of calculation, the lesser of (i) 10% of the 
initial offering price of the Bonds to the public, (ii) an amount equal to maximum annual debt 
service on the Bonds payable by the City between the date of such calculation and the final maturity 
of the Bonds, or (iii) 125% of average annual debt service on the Bonds payable under the 
Indenture. 

(d) General Expenditures/Rate Stabilization Fund.  All Net Revenues not required to 
be withdrawn pursuant to the provisions of clauses (b) and (c) above shall be used for expenditure 
for any lawful purpose of the City, including payment of Operation and Maintenance Expenses or 
payment of any rebate requirement or of any obligation subordinate to the payment of all amounts 
due under the Indenture or under Parity Obligations. 

Deposit of Debt Service Payments 

In furtherance of the payment of Debt Service Payments pursuant to the Indenture, the City shall 
transfer Net Revenues from the Revenue Fund to the Trustee for deposit in the Debt Service Account of the 
Payment Fund, in and on the following dates and in the following amounts: 

(a) Interest Component.  Not later than five Business Day before each Interest 
Payment Date, the City shall withdraw from the Revenue Fund and transfer to the Trustee, for 
deposit in the Debt Service Account of the Payment Fund, an amount which is equal to the interest 
amount payable and coming due on the next succeeding Interest Payment Date; provided, however, 
that the City may be entitled to deduct from such payment the balance then-on deposit in the Debt 
Service Account of the Payment Fund that is allocated to future payments of interest on the Bonds, 
if any (other than amounts held for the defeasance of Bonds pursuant to the Indenture and any 
amounts required for payment of interest on any Bonds which have matured or been called for 
redemption but which have not yet been presented for payment); and 

(b) Principal Component.  Not later than five Business Day before each Interest 
Payment Date on which the principal of the Bonds is payable, the City shall withdraw from the 
Revenue Fund and transfer to the Trustee, for deposit in the Debt Service Account of the Payment 
Fund, an amount which is equal to the principal amount payable and coming due on the next 
succeeding Interest Payment Date; provided, however, that the City may be entitled to deduct from 
such principal payment the balance then-on deposit in the Debt Service Account of the Payment 
Fund that is allocated to future principal payments or mandatory sinking account payments on the 
Bonds, if any (other than amounts held for the defeasance of Bonds pursuant to the Indenture and 
any amounts required for payment of principal payments and mandatory sinking account payments 
on any Bonds which have matured or been called for redemption but which have not yet been 
presented for payment). 

Such payments received by the Trustee shall be held in aggregate and in trust by the Trustee under 
the terms of the Indenture and shall be deposited by it as and when received in the Debt Service Account 
of the Payment Fund, which fund the Trustee has agreed to establish and maintain so long as any Bonds are 
Outstanding. 
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Rate Covenant 

(a) The City will, at all times while the Bonds remains outstanding, fix, prescribe and 
collect rates, fees and charges in connection with the Wastewater System so as to yield Gross 
Revenues at least sufficient, after making reasonable allowances for contingencies and errors in the 
estimates, to pay the following amounts in the order set forth below: 

(i) all Operation and Maintenance Expenses of the Wastewater System; 

(ii) the Debt Service Payments and all other payments (including payments 
under reimbursement agreements) with respect to all Obligations as they become due and 
payable; 

(iii) all amounts, if any, required to restore the balance in any debt service 
reserve accounts established for Parity Obligations in accordance with the terms of such 
Parity Obligations Documents, without preference or priority; and 

(iv) all payments required to meet any other obligations of the City that are 
charges, liens, encumbrances upon, or which are otherwise payable from Gross Revenues 
during such Fiscal Year. 

(b) Furthermore, the City shall fix, prescribe, revise and collect rates, fees and charges 
for the services and facilities furnished by the Wastewater System during each Fiscal Year which 
are sufficient to yield estimated Net Revenues which are at least equal to 120% of the aggregate 
amount of Debt Service on all Obligations payable from Net Revenues coming due and payable 
during such Fiscal Year.  The City may make adjustments, from time to time, in its rates, fees and 
charges as it deems necessary, but shall not reduce its rates, fees and charges below those in effect 
unless the Net Revenues resulting from such reduced rates, fees and charges shall at all times be 
sufficient to meet the requirements set forth in this paragraph. 

If the City violates the covenants set forth in the prior two paragraphs, such violation shall not, in 
and of itself, be a default under the Indenture and shall not give rise to a declaration of an Event of Default 
so long as (i) Net Revenues (calculated without taking into account any amounts transferred into the 
Revenue Fund from the Rate Stabilization Fund), are at least equal to the Maximum Annual Debt Service 
coming due and payable during such Fiscal Year; and (ii) within 180 days after the date such violation is 
discovered, the City either (A) transfers enough moneys from the Rate Stabilization Fund sufficient to yield 
estimated Net Revenues which are at least equal to 120% of the aggregate amount of Debt Service on all 
Obligations payable from Net Revenues coming due and payable during such Fiscal Year in compliance 
with paragraph (b) above; or (B) hires an Independent Financial Consultant to review the revenues and 
expenses of the Wastewater System, and promptly abides by such consultant’s recommendations to revise 
the schedule of rates, fees, expenses and charges, and to revise any Operation and Maintenance Expenses 
insofar as practicable, and to take such other actions as are necessary so as to produce Net Revenues to cure 
such violation for future compliance; provided, however, that, if the City does not, or cannot, transfer from 
the Rate Stabilization Fund the amount necessary to comply with paragraph (b) above, or otherwise cure 
such violation within 12 months after the date such violation is discovered, an Event of Default shall be 
deemed to have occurred under the Indenture. 

Reserve Fund 

Under the Indenture, a Reserve Fund is established for the Bonds and will be held in trust by the 
Trustee. On the Closing Date, the Reserve Policy will be deposited into the Reserve Fund, which shall 
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satisfy the Reserve Requirement.  The Reserve Policy will provide that the Insurer will make payment in 
an amount sufficient to pay principal and interest on the Bonds then-due to the Trustee (or its successor) on 
the later of (a) the Business Day on which such principal and interest becomes due for payment, and (b) the 
first Business Day following the Business Day on which the Insurer shall have received a completed notice 
of nonpayment in a form reasonably satisfactory to it. 

In the event that the Reserve Policy for any reason fully lapses or expires, the City shall obtain a 
replacement letter of credit, surety bond or insurance policy or incrementally cash-fund the Reserve Fund 
as described in the Indenture. The City is not required to obtain a replacement letter of credit, surety bond 
or insurance policy or to incrementally cash-fund the Reserve Fund as the result of (a) the degradation of 
the rating of the Insurer, or (b) the transfer or assignment of the Insurer’s obligations under the Reserve 
Policy to a third party; however the City may solely elect to cash-fund the Reserve Fund or it may, subject 
to the Insurer’s prior written consent, obtain a replacement credit facility under such circumstances. 

See “APPENDIX A—SUMMARY OF THE INDENTURE” hereto under the captions “—Reserve 
Fund” and “—Certain Bond Reserve Policy Provisions” for further information with respect to the Reserve 
Policy. 

Debt Service Reimbursement Agreement 

Pursuant to the Reimbursement Agreement, Brooktrails Township Community Services District 
(“Brooktrails CSD”) will reimburse the City, from funds lawfully available therefor, for thirty-six percent 
(36%) of the Debt Service due on the Bonds for each Interest Payment Date (the “Debt Service 
Reimbursement Payment”). So long as any Bonds are Outstanding, Brooktrails CSD has covenanted and 
agreed under the Reimbursement Agreement to make each Debt Service Reimbursement Payment to the 
City no later than forty-five (45) days after each Interest Payment Date, commencing on November 1, 2020.  

The obligation of Brooktrails CSD to make Debt Service Reimbursement Payments does not 
constitute an obligation of Brooktrails CSD for which the Brooktrails CSD is obligated to levy or pledge 
any form of taxation or for which Brooktrails CSD has levied or pledged any form of taxation.  Neither the 
Bonds nor the obligation of Brooktrails CSD to make Debt Service Reimbursement Payments constitutes 
an indebtedness of Brooktrails CSD, the State or any of its political subdivisions in contravention of any 
constitutional or statutory debt limitation or restriction. See “THE WASTEWATER SYSTEM—Debt 
Service Reimbursement Agreement.” 

Rate Stabilization Fund 

The City may maintain and hold a separate fund to be known as the “Rate Stabilization Fund.”  
From time to time the City may deposit in the Rate Stabilization Fund, from remaining Gross Revenues or 
other available funds of the City, such amounts as the City shall determine.  The City may withdraw 
amounts from the Rate Stabilization Fund (a) for transfer to the Revenue Fund for inclusion in Gross 
Revenues for any Fiscal Year, or (b) for any other lawful use of the City.  All interest or other earnings 
upon deposits in the Rate Stabilization Fund shall be withdrawn therefrom and accounted for as Gross 
Revenues.  Amounts transferred from the Rate Stabilization Fund to the Revenue Fund during or within 
180 days after a Fiscal Year, may be taken into account as Gross Revenues for purposes of the calculations 
of the sufficiency of rates and charges collected in such Fiscal Year.  Currently, the City has not funded a 
Rate Stabilization Fund with respect to the Wastewater System and the City does not expect to fund the 
Rate Stabilization Fund upon the issuance of the Bonds. 
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Parity Obligations 

Under the Indenture, “Parity Obligations” means all other bonds, notes, loan agreements, 
installment sale agreements, leases, or other obligations of the City payable from and secured by a pledge 
of and lien upon any of the Net Revenues incurred on a parity with the Bonds and the Existing Parity 
Obligations, issued in accordance with the Indenture. 

Existing Parity Obligations.  The City entered into a Loan Agreement, dated as of December 1, 
2015, by and between the City and TPB Investments, Inc. in the original principal amount of $3,350,945 
(previously defined as the “Existing Parity Obligations”).  The Existing Parity Obligations are secured by 
a pledge of and first lien on all Net Revenues received by the City as a result of the operation of the 
Wastewater System, and upon all money and securities on deposit in certain accounts under the Existing 
Parity Obligations.  The Debt Service Payments are payable from Net Revenues on parity with the debt 
service payments for the Existing Parity Obligations.   

Future Parity Obligations.  The City may at any time issue Parity Obligations payable from Net 
Revenues on a parity with Debt Service Payments and Existing Parity Obligations to provide financing or 
refinancing for the Wastewater System in such principal amount as shall be determined by the City.  The 
City may issue or incur any such Parity Obligations subject to the following specific conditions, which are 
hereby made conditions precedent to the issuance and delivery of such Parity Obligations: 

(a) no Event of Default shall have occurred and be continuing;  

(b) the Net Revenues (calculated without taking into account any amounts transferred 
into the Revenue Fund from the Rate Stabilization Fund pursuant to the Indenture), calculated in 
accordance with Generally Accepted Accounting Principles, either (A) as shown by the books of 
the City for the latest Fiscal Year, as verified by a certificate of an Authorized Representative of 
the City, or (B) as shown by the books of the City for any more recent 12-month period selected 
by the City, as verified by a certificate or opinion of an Independent Certified Public Accountant 
employed by the City, plus in either case (at the option of the City) the Additional Revenues, shall 
be at least equal to 120% of the amount of Maximum Annual Debt Service on all outstanding 
Obligations and the Parity Obligations to be issued; and 

(c) except with respect to the Bonds, and at the City’s sole discretion, there may be 
established from the proceeds of such Parity Obligations a reserve fund for the security of such 
Parity Obligations, in an amount equal to the lesser of (A) the maximum amount of debt service 
required to be paid by the City with respect to such Parity Obligations during any Fiscal Year; and 
(B) the maximum amount then permitted under the Code, in either event as certified in writing by 
the City. 

The provisions of clause (b) above shall not apply to any Parity Obligations if, and to the extent 
that (1) all of the proceeds of which (other than proceeds applied to pay costs of issuing such Parity 
Obligations and to make a reserve fund deposit, if any) shall be deposited in an irrevocable escrow held in 
cash or invested in Federal Securities for the purpose of paying the principal of and interest and premium, 
if any, on any Outstanding Bonds or on any outstanding Parity Obligations; (2) at the time of the incurring 
of such Parity Obligations, the City certifies in writing that maximum annual debt service on such Parity 
Obligations will not exceed Maximum Annual Debt Service on the Outstanding Bonds or Parity Obligations 
to be refunded; and (3) the final maturity of such Parity Obligations is not later than the final maturity of 
the refunded Bonds or Parity Obligations. 



19 

Subordinate Debt. The City may at any time execute contracts or issue bonds or other indebtedness 
payable from Net Revenues or the Revenue Fund payable on a subordinated basis to the payment of the 
Debt Service payments on Parity Obligations.  

[Remainder of page intentionally left blank] 
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The following table sets forth (a) the Debt Service Payments on the Bonds, and (b) debt service 
payments for Existing Parity Obligations for each 12-month period ending on November 1 (assuming no 
early redemptions): 

Schedule of Existing Parity Obligations and Bond Debt Service Payments 

Year  
(November 1) 

Existing Parity 
Obligations The Bonds Total Debt 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
2050
Total $ $ $

____________________ 
Source: The Underwriter

BOND INSURANCE 

Bond Insurance Policy 

Concurrently with the issuance of the Bonds, Assured Guaranty Municipal Corp. (“AGM”) will 
issue its Municipal Bond Insurance Policy for the Bonds (the “Policy”).  The Policy guarantees the 
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scheduled payment of principal of and interest on the Bonds when due as set forth in the form of the Policy 
included as Appendix G to this Official Statement. 

The Policy is not covered by any insurance security or guaranty fund established under New York, 
California, Connecticut or Florida insurance law. 

Assured Guaranty Municipal Corp. 

AGM is a New York domiciled financial guaranty insurance company and an indirect subsidiary 
of Assured Guaranty Ltd. (“AGL”), a Bermuda-based holding company whose shares are publicly traded 
and are listed on the New York Stock Exchange under the symbol “AGO.”  AGL, through its operating 
subsidiaries, provides credit enhancement products to the U.S. and international public finance (including 
infrastructure) and structured finance markets and, as of October 1, 2019, asset management services.  
Neither AGL nor any of its shareholders or affiliates, other than AGM, is obligated to pay any debts of 
AGM or any claims under any insurance policy issued by AGM.   

AGM’s financial strength is rated “AA” (stable outlook) by S&P Global Ratings, a business unit 
of Standard & Poor’s Financial Services LLC (“S&P”), “AA+” (stable outlook) by Kroll Bond Rating 
Agency, Inc. (“KBRA”) and “A2” (stable outlook) by Moody’s Investors Service, Inc. (“Moody’s”).  Each 
rating of AGM should be evaluated independently.  An explanation of the significance of the above ratings 
may be obtained from the applicable rating agency.  The above ratings are not recommendations to buy, 
sell or hold any security, and such ratings are subject to revision or withdrawal at any time by the rating 
agencies, including withdrawal initiated at the request of AGM in its sole discretion.  In addition, the rating 
agencies may at any time change AGM’s long-term rating outlooks or place such ratings on a watch list for 
possible downgrade in the near term.  Any downward revision or withdrawal of any of the above ratings, 
the assignment of a negative outlook to such ratings or the placement of such ratings on a negative watch 
list may have an adverse effect on the market price of any security guaranteed by AGM.  AGM only 
guarantees scheduled principal and scheduled interest payments payable by the issuer of bonds insured by 
AGM on the date(s) when such amounts were initially scheduled to become due and payable (subject to 
and in accordance with the terms of the relevant insurance policy), and does not guarantee the market price 
or liquidity of the securities it insures, nor does it guarantee that the ratings on such securities will not be 
revised or withdrawn. 

Current Financial Strength Ratings 

On July 16, 2020, S&P announced it had affirmed AGM’s financial strength rating of “AA” (stable 
outlook).  AGM can give no assurance as to any further ratings action that S&P may take. 

On December 19, 2019, KBRA announced it had affirmed AGM’s insurance financial strength 
rating of “AA+” (stable outlook). AGM can give no assurance as to any further ratings action that KBRA 
may take. 

On August 13, 2019, Moody’s announced it had affirmed AGM’s insurance financial strength 
rating of “A2” (stable outlook).  AGM can give no assurance as to any further ratings action that Moody’s 
may take. 

For more information regarding AGM’s financial strength ratings and the risks relating thereto, see 
AGL’s Annual Report on Form 10-K for the fiscal year ended December 31, 2019. 
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Capitalization of AGM 

At March 31, 2020: 

• The policyholders’ surplus of AGM was approximately $2,573 million.  

• The contingency reserves of AGM and its indirect subsidiary Municipal Assurance Corp. 
(“MAC”) (as described below) were approximately $997 million. Such amount includes 100% of AGM’s 
contingency reserve and 60.7% of MAC’s contingency reserve.  

• The net unearned premium reserves and net deferred ceding commission income of AGM 
and its subsidiaries (as described below) were approximately $1,997 million. Such amount includes (i) 
100% of the net unearned premium reserve and deferred ceding commission income of AGM, (ii) the net 
unearned premium reserves and net deferred ceding commissions of AGM’s wholly owned subsidiary 
Assured Guaranty (Europe) plc (“AGE”), and (iii) 60.7% of the net unearned premium reserve of MAC. 

The policyholders’ surplus of AGM and the contingency reserves, net unearned premium reserves 
and deferred ceding commission income of AGM and MAC were determined in accordance with statutory 
accounting principles. The net unearned premium reserves and net deferred ceding commissions of AGE 
were determined in accordance with accounting principles generally accepted in the United States of 
America.   

Incorporation of Certain Documents by Reference 

Portions of the following documents filed by AGL with the Securities and Exchange Commission (the 
“SEC”) that relate to AGM are incorporated by reference into this Official Statement and shall be deemed 
to be a part hereof:  

(i)  the Annual Report on Form 10-K for the fiscal year ended December 31, 2019 (filed by AGL 
with the SEC on February 28, 2020); and  

(ii)  the Quarterly Report on Form 10-Q for the quarterly period ended March 31, 2020 (filed by 
AGL with the SEC on May 8, 2020).  

All consolidated financial statements of AGM and all other information relating to AGM included 
in, or as exhibits to, documents filed by AGL with the SEC pursuant to Section 13(a) or 15(d) of the 
Securities Exchange Act of 1934, as amended, excluding Current Reports or portions thereof “furnished” 
under Item 2.02 or Item 7.01 of Form 8-K, after the filing of the last document referred to above and before 
the termination of the offering of the Bonds shall be deemed incorporated by reference into this Official 
Statement and to be a part hereof from the respective dates of filing such documents.  Copies of materials 
incorporated by reference are available over the internet at the SEC’s website at http://www.sec.gov, at 
AGL’s website at http://www.assuredguaranty.com, or will be provided upon request to Assured Guaranty 
Municipal Corp.:  1633 Broadway, New York, New York 10019, Attention:  Communications Department 
(telephone (212) 974-0100).  Except for the information referred to above, no information available on or 
through AGL’s website shall be deemed to be part of or incorporated in this Official Statement. 

Any information regarding AGM included herein under the caption “BOND INSURANCE—
Assured Guaranty Municipal Corp.” or included in a document incorporated by reference herein 
(collectively, the “AGM Information”) shall be modified or superseded to the extent that any subsequently 
included AGM Information (either directly or through incorporation by reference) modifies or supersedes 
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such previously included AGM Information.  Any AGM Information so modified or superseded shall not 
constitute a part of this Official Statement, except as so modified or superseded. 

Miscellaneous Matters 

AGM makes no representation regarding the Bonds or the advisability of investing in the Bonds.  
In addition, AGM has not independently verified, makes no representation regarding, and does not accept 
any responsibility for the accuracy or completeness of this Official Statement or any information or 
disclosure contained herein, or omitted herefrom, other than with respect to the accuracy of the information 
regarding AGM supplied by AGM and presented under the heading “BOND INSURANCE.” 

THE WASTEWATER SYSTEM 

General 

The City is located within Mendocino County (“Mendocino County”), approximately 140 miles 
north of San Francisco.  The current population of the City is approximately 5,000.  The City was 
incorporated on November 19, 1888.   

The City is a general law city and operates under a Council-Manager form of government.  The 
City Council consists of five members elected by the residents of the City. Council terms are four years, 
elected in November of even-numbered years. Each November, the City Council selects the Mayor from 
among its members for a one-year term. The City Council is elected on an at-large, non-partisan basis. The 
City Manager reports to the City Council, which sets policy for the City Manager to carry out.  The City 
Manager is further responsible for the day-to-day operations of the City, general administration of City 
departments and budgets, and supervision over City personnel and policies.   

The City provides a full range of services, including police, the construction and maintenance of 
streets and other infrastructure, recreation activities, and water and sewer services.  

SEE “APPENDIX B—GENERAL INFORMATION REGARDING THE CITY OF WILLITS 
AND MENDOCINO COUNTY” for further information about the City and the County. 

Wastewater System Management 

Management of the Wastewater System is the responsibility of the City’s Utilities Superintendent.  
The City’s Utilities Superintendent is supported by 5 full-time employees who work at the Treatment Plant 
and provide system infrastructure maintenance.  The Mendocino County Tax Collector is responsible for 
billing and collecting all sewer bills. 

The Wastewater System 

The City operates the Wastewater System which currently provides service to approximately 1,360 
residential customers, 222 commercial or industrial customers, and 102 institutional, rural/other customers. 
Within the City’s boundaries, the Wastewater System is the sole Wastewater System that provides 
wastewater services.  Wastewater generated by customers is treated at Treatment Plant and which serves 
both the City and its surrounding region.  In calendar year 2019, the Wastewater System had average 
wastewater treatment inflows of 1.345 million gallons day (MGD).  The City’s Treatment Plant also accepts 
wastewater effluent from the adjacent collection systems of the Brooktrails CSD, Meadowbrook Manor 
County Sanitary District and Sherwood Valley Rancheria.   
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The Treatment Plant and the Wastewater System consists of head-works, aeration basins, blower 
building, two clarifiers, UV disinfection sludge press, digester, septic receiving station, irrigation building, 
22 miles of main line, 1 lift station.  The Treatment Plant additionally consists of (a) wastewater treatment 
facilities, including but not limited to an office and a break room; and (b) an approximately 3,000 square 
foot administration building containing a reception area, offices, meeting rooms and a laboratory.  The 
Treatment Plant includes primary treatment at a headworks building, an enhanced extended aeration 
activated sludge treatment process with nutrient removal, ultraviolet light (UV) disinfection, followed by 
enhanced effluent treatment and storage within the enhancement wetlands. The capacity of the Treatment 
Plant is currently 4 MGD with the potential to increase capacity to 7 MGD. The Treatment Plant is sized 
and constructed to provide the current required treatment capacity and accommodate anticipated growth 
through 2025.   

Treated and disinfected water is discharged to enhanced wetland ponds where the water is blended 
with other sources for farming irrigation.  Any remaining treated and disinfected water flows to the Outlet 
Creek.  Biosolids produced at the Treatment Plant are comprised of waste activated sludge.  This solid 
waste stream is covered for one year before being discharged into a sludge field for composting.  

The City and Brooktrails CSD entered into an Agreement for Disposal of Sewage dated September 
11, 1967, as amended from time to time (the “Sewage Agreement”), pursuant to which the City provides 
disposal of wastewater services to the Brooktrails CSD. In April 2015, in order to settle certain litigation 
relating to the Sewage Agreement, the City and Brooktrails CSD entered into a Settlement Agreement. In 
June 2020, the City and Brooktrails CSD amended certain terms of the Settlement Agreement pursuant to 
an Amendment to the Settlement Agreement. Under the Settlement Agreement, as amended, the City is 
obligated to continue to provide disposal of wastewater services to Brooktrails CSD and Brooktrails CSD 
has the exclusive right to dispose of up to 0.49 million gallons per day average daily dry weather flow of 
sanitary sewage into the Treatment Plant. In consideration for the services provided under the Settlement 
Agreement and to pay its share of costs of the Treatment Plant’s operations, Brooktrails CSD will make a 
monthly payment to the City. For Fiscal Year 2020-21, the monthly rate is $28,980. For Fiscal Year 2021-
22 and each Fiscal Year thereafter, the monthly rate will be adjusted at the beginning of the new fiscal year 
by an inflation factor of 3.5%. Pursuant to the Settlement Agreement, Brooktrails CSD is also required to 
pay thirty-six percent (36%) of the costs of future improvements to the Treatment Plant to meet more 
stringent effluent quality requirements by State and/or Federal agencies and for costs paid by the City for 
replacing plant equipment, machinery or facilities because breakage, ordinary use and wear or obsolescence 
and Brooktrails CSD pays thirty-six percent (36%) of the debt service due on the City’s 2007 Installment 
Sale Agreement and 2011 Installment Sale Agreement.  

[Remainder of page intentionally left blank] 
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Table I below shows the average wastewater treatment inflows for calendar years 2010 through 
2019:   

TABLE I 
City of Willits 

Average Wastewater Treatment Inflows 
(calendar years 2010 through 2019) 

Year  
(December 31) 

Million Gallons Per 
Day (MGD) 

2010 1.730
2011 1.780
2012 1.650
2013 0.864
2014 1.081
2015 1.207
2016 1.463
2017 1.476
2018 1.100
2019 1.345

____________________ 
Source: City of Willits

Environmental Compliance and 
Regulatory Requirements 

The Wastewater System is subject to federal, state and local regulatory requirements pertaining to 
wastewater treatment and reuse, biosolids management, air quality, hazardous materials handling and waste 
management.  Federal regulations are based upon provisions within the Clean Water Act (the “CWA”), 
Clean Air Act, and Resource Conservation and Recovery Act.  State and local regulations are prescribed 
by the California Air Resources Board, California Department of Toxic Substances Control, the State Water 
Resources Control Board (the “State Water Board”), and the North Coast Regional Water Board (the 
“Regional Water Board”).  Wastewater System facilities and programs are managed to comply, and are 
currently in compliance with, all applicable laws and regulations. 

The Regional Water Board has authority over all publicly-owned or -operated wastewater treatment 
facilities in the North Coast Region.  The primary purpose of the Regional Water Board’s Waste Discharge 
Requirements (“WDR”) is to assure water quality protection pursuant to State and federal water quality 
regulations.  The Regional Water Board is the statutorily designated agency with authority to enforce CWA 
requirements and standards as well as other federal water quality regulations and guidelines such as the 
National Pollutant Discharge Elimination System (the “NPDES”), on behalf of the U.S. Environmental 
Protection Agency (the “EPA”).  The Treatment Plant must currently satisfy the requirements of the 
Regional Water Board’s Order No. R5-2011-0082 (NPDES Permit CA0085308), Waste Discharge 
Requirements for the City of Willits Wastewater Treatment Facility, Mendocino County (the “NPDES 
Permit”).  The NPDES Permit became effective on December 15, 2015 and expires on December 31, 2020. 
In June 2020, the City applied for a 5-year renewal of the NPDES Permit. 
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Brooktrails Township Community Services District— 
Debt Service Reimbursement Agreement 

Pursuant to the Sewage Agreement, the City’s Treatment Plant accepts domestic wastewater from 
the adjacent collection system of Brooktrails CSD, and the City and Brooktrails CSD has agreed to share 
in the cost for the design and construction of the City’s Treatment Plant. In order to finance the design and 
construction of the Treatment Plant, the City entered into the Prior Obligations, and pursuant to the Sewage 
Agreement, Brooktrails CSD made reimbursement payments to the City for payment of a portion of debt 
service paid by the City on the Prior Obligations. Under the Reimbursement Agreement, Brooktrails CSD 
has agreed to continue to provide debt service reimbursement payments to the City in connection with the 
refinancing of the Prior Obligations.  

Pursuant to the Reimbursement Agreement, Brooktrails CSD will reimburse the City, from funds 
lawfully available therefor, for thirty-six percent (36%) of the Debt Service due on the Bonds for each 
Interest Payment Date (the “Debt Service Reimbursement Payment”). So long as any Bonds are 
Outstanding, Brooktrails CSD has covenanted and agreed under the Reimbursement Agreement to make 
each Debt Service Reimbursement Payment to the City no later than forty-five (45) days after each Interest 
Payment Date, commencing on November 1, 2020.  

Brooktrails CSD’s obligation to make Debt Service Reimbursement Payments during any Fiscal 
Year on or before the date the same become due, and to perform all of its other obligations, covenants and 
agreements under the Reimbursement Agreement are absolute and unconditional, without notice or 
demand, and without abatement, deduction, set-off, counterclaim, recoupment or defense or any right of 
termination or cancellation arising from any circumstance whatsoever, whether now existing or arising after 
the date of the Reimbursement Agreement, notwithstanding any damage to, loss or destruction of the 
Treatment Plant or any part thereof, the taking by eminent domain of title to or of the right of temporary 
use of all or any part of the Treatment Plant, legal curtailment of the City’s use thereof, any change in the 
tax or other laws of the United States of America, the State of California, or any political subdivision 
thereof. 

The obligation of Brooktrails CSD to make Debt Service Reimbursement Payments does not 
constitute an obligation for which Brooktrails CSD is obligated to levy or pledge any form of taxation or 
for which Brooktrails CSD has levied or pledged any form of taxation.  Neither the Bonds nor the obligation 
of Brooktrails CSD to make Debt Service Reimbursement Payments constitutes an indebtedness of 
Brooktrails CSD, the State or any of its political subdivisions in contravention of any constitutional or 
statutory debt limitation or restriction. 

While Brooktrails has committed to provide such Debt Service Reimbursement Payments 
described above, in the event that Brooktrails does not make a Debt Service Reimbursement 
Payment, the City believes it has sufficient Net Revenues available to make all Debt Service payments 
due on the Bonds.  Further, the City will take any and all available action and remedies available to 
it to enforce and compel Brooktrails to make the Debt Service Reimbursement Payments due under 
the Reimbursement Agreement. 

Wastewater System Accounts 

The City has three classes of wastewater customers: (a) residential customers which pay a fixed 
amount for wastewater collection and treatment, (b) commercial and industrial customers, and 
(c) institutional and rural/other customers, both of which are billed volumetrically based on their strength 
classification. Their total bill is the greater of their volumetric charge or the fixed amount for a residential 
dwelling unit.  For Fiscal Year ending June 30, 2019, the City had 1,360 residential accounts, 
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222 commercial/industrial accounts and 102 institutional and rural/other accounts.  The total number of 
wastewater accounts generally increases by less than 1% per year.  

Historical Wastewater System Revenues 

Table II below shows revenues of the Wastewater System for the last four Fiscal Years.  In Fiscal 
Year 2019, approximately 80.8% of the Wastewater System’s revenues were derived from residential 
customers (including Brooktrails CSD), approximately 13.0% of the Wastewater System’s revenues were 
derived from commercial and industrial customers, and 6.1% from institutional and rural/other customers. 

TABLE II 
City of Willits  

Historical Wastewater System Revenues

Fiscal Year  
Ended June 30 

Wastewater System 
Revenues Increase/(Decrease) 

2016 $2,940,375 --
2017 3,120,477 6.12%
2018 3,135,159 0.48
2019 3,561,691 13.59

____________________ 
Source: City of Willits

[Remainder of page intentionally left blank] 
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Largest Wastewater System Customers 

Table III below shows the top 10 Wastewater System customers based on revenue generated during 
Fiscal Year 2018-19.   

TABLE III
City of Willits 

Ten Largest Wastewater System Customers 
(Fiscal Year 2018-19)

Customer Customer Type Billings 

Percentage of 
Total 

Wastewater 
System 

Revenues 

Brooktrails CSD Local Government Agency (Residential Dev.) $264,000 (1) 8.2%
Willits Mobile Home Park LLC Mobile Home Park 96,454 3.0
HPD Glenn Creek LP Apartment Complex 93,070 2.9
Willits Community Development Commission Apartment Complex 54,192 1.7
620 Creekside Drive LLC Apartment Complex 44,843 1.4
Sonoma County Land Company Inc. Commercial (Laundromat & Shopping Ctr.) 39,356 1.2
Frank R Howard Foundation Healthcare (Adventist Health) 38,333 1.2
HLH Affordable LP Apartment Complexes 35,536 1.1
Mucke Frederick K & Diana Apartment Complex 32,151 1.0
Willits Unified School District Education/School District 30,476 0.9

Total $ 728,412 22.7%
Total Charges for Services $3,208,368

____________________ 
(1) Excludes the debt service reimbursement payments made by Brooktrails CSD to the City. 
Source: City of Willits

Brooktrails CSD is located approximately three miles west of the City and approximately 20 miles 
from Fort Bragg. According to the Brooktrails CSD Financial Plan of Services for Fiscal Year 2019-20, 
Brooktrails CSD operates and maintains three sewer lift stations at diverse elevations and 65 miles of sewer 
lines throughout its wastewater collection system, which transport wastewater via a trunk line to the 
Treatment Plant in and operated by the City.   

Wastewater System Rates and Charges 

General.  The Wastewater System’s rates and charges are set by the City Council and are not 
subject to the jurisdiction of, or regulation by, the California Public Utilities Commission or any other 
regulatory body.  The City is, however, required to comply with the notice, hearing and majority protest 
provisions of Article XIIID of the State Constitution, which is popularly known as Proposition 218.  See 
the caption “RISK FACTORS—Proposition 218” for further information with respect to Proposition 218. 

The City annually determines the adequacy of the charge structure for sewer service in the service 
area after full consideration of expected operations, maintenance, capital costs and capital repayment 
obligations of the Wastewater System.  The City Council currently sets wastewater rates and charges at a 
level that it determines is sufficient to pay all Operation and Maintenance Costs of the Wastewater System, 
to make debt service payments and to maintain appropriate reserves for the Wastewater System. The City’s 
current wastewater service rate structure consists of a fixed annual service charge for single-family 
customers and a quantity rate per 100 cubic feet of water consumption, commercial and industrial users. 
Commercial and industrial users are billed the greater of the base rate and the water usage rate. 
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On August 9, 2017, after a public hearing as required under Proposition 218, the City Council 
adopted a comprehensive rate plan for the Wastewater System (the “Rate Plan”), including the maximum 
rates which the City can enact each year for Fiscal Years 2017/18 through 2021/22.  Table IV below sets 
forth the maximum rates adopted by the City under the Rate Plan for Fiscal Years 2017/18 through 2021/22. 
Although the City adopted the Rate Plan and the maximum rates for Fiscal Years 2017/18 through 2021/22, 
the City must adopt a resolution prior to the commencement of each fiscal year establishing the rate for 
such fiscal year, which rate may be less than the maximum adopted rates. The approved residential rate per 
EDU (Equivalent Domestic Unit) for Fiscal Years 2019/20 and 2020/21 is $888.40.  The City has 
determined to not increase wastewater rates and charges for Fiscal Year 2020/21 as a result of the 
COVID-19 outbreak. Wastewater rates and charges for Fiscal Year 2020/21 will remain at the same rates 
for Fiscal Year 2019/20. 

There is no assurance that the City Council will not repeal or modify such rate increases in the 
future or that the City’s ratepayers will not approve an initiative to repeal or modify any increase in sewer 
rates and charges approved by the City Council.  The Rate Plan remains in place as of the date hereof. The 
City is subject to certain covenants with respect to the Bonds which require the City to set Wastewater 
System rates and charges in amounts that it expects to be sufficient to pay the Bonds from Net Revenues.  
See the caption “SECURITY FOR THE BONDS—Rate Covenant.” 

See “RISKS FACTORS—Proposition 218” herein for a discussion of the treatment of the City’s 
rates and charges in light of Proposition 218. 

Adopted Maximum Rates and Charges.  Table IV below summarizes the adopted maximum rates 
under the Rate Plan for Fiscal Years 2017/18 through 2021/22.  The base rate set forth below applies to all 
accounts.  Business customers are billed the greater of the base rate or the water usage rate. 

TABLE IV 
City of Willits  

Adopted Maximum Wastewater System Rates and Charges 
Fiscal Years 2017/18 through 2021/22

Wastewater Charge FY 2017/18 FY 2018/19 FY 2019/20 FY 2020/21 FY 2021/22 

Residential/Minimum Charge Per EDU $790.73 $846.09 $888.40 $928.38 $970.16

All Other Volumetric Charges:

Low Strength per CCF $7.42 $7.94 $8.34 $8.72 $9.12
Domestic Strength per CCF 9.05 9.69 10.18 10.64 11.12
High Strength per CCF 14.18 15.18 15.94 16.66 17.41

Connection Charges.  A sewer connection right must be purchased from the City by anyone who 
wishes to connect to the Wastewater System.  The sewer connection fee per EDU for Fiscal Year 2019/20 
was $7,840.00 and for Fiscal Year 2020/21 such fee will remain the same amount. 

Comparison to Surrounding Communities.  Table V below shows a comparison of the City’s 
monthly rate for a single-family residential unit to those of surrounding communities assuming 5 ccf of 
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monthly usage for such surrounding communities as of April 15, 2020.  As reflected in Table IV above the 
City charges an annual charge to single-family residents.  

TABLE V 
City of Willits  

Wastewater System  
Sewer Rate Comparison (as of April 15, 2020) 

Community Average Monthly Bill(1)

City of Healdsburg $89.43
City of Santa Rosa 79.45
Brooktrails CSD 75.00
City of Ukiah 74.69
City of Willits 74.03 
City of Point Arena 67.52
Ukiah Valley Sanitation District 64.03
City of Fort Bragg 63.50
City of Cloverdale 41.75
____________________ 
(1)Reflects 5 ccf of monthly usage for purveyors other than the City. 
Source: City of Willits

Billing and Collection Procedures 

Billing Procedure.  Approximately 97% of the City’s Wastewater System accounts are billed 
through property assessments by the County of Mendocino Auditor Controller as part of the County’s tax 
collection and are collected semi-annually.  The assessments are included on the County’s Teeter Plan and 
therefore the City receives 100% of the assessments charged less any corrections made during the year. 
Approximately 3% of the City’s Wastewater System accounts are directly billed by the City on a monthly 
basis. The City assesses a 10% fee per month for any monthly bills unpaid after 30 days. 

The City may discontinue all utility service rendered by the City if County tax payments are 
delinquent.  When service is discontinued because of delinquency in payment of a bill for sewage service, 
the utility service shall not be restored until all charges, including a restoration charge equal to the monthly 
minimum charge, are paid, and a cash deposit is made to reestablish credit.   

Commercial billing base rates apply to all commercial accounts. The City calculates fees for a 
commercial or industrial costumer, based on water usage and strength of flow.  If the amount calculated is 
below the base rate, the City bills the base rate. If the amount calculated is above the base rate, the City 
bills a calculated rate. 

Future Wastewater System Improvements 

The City projects total capital improvements to the Wastewater System of approximately 
$2.5 million through Fiscal Year 2024/25.  None of these capital improvements to the Wastewater System 
are deemed essential by the City. If such capital improvements are made the capital improvements are 
expected to be financed by a combination of grants and Revenues remaining after payment debt service on 
the Bonds and the Existing Parity Obligations.  The City does not anticipate incurring any Parity Obligations 
in the next five years to finance such capital improvements.   
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Projected Wastewater System Revenues 

Table VI below shows the revenues of the Wastewater System projected by the City for the current 
and next four Fiscal Years.  The projections are based on a 5% rate increase for Fiscal Year 2019-20 and 
assumes no future rate increases through Fiscal Year 2023-24 and includes a 3.5% annual increase in the 
monthly payments made by Brooktrails CSD in accordance with the amended Settlement Agreement.  See 
“—The Wastewater System” above.  The average annual increase in the number of City wastewater 
accounts has been approximately 1% over the last five years, as a result, projected revenues assume a 
constant number of accounts.  

TABLE VI 
City of Willits  

Projected Wastewater System Revenues

Fiscal Year  
Ending June 30 

Wastewater System 
Revenues Increase/(Decrease) 

2020 $3,746,302 --
2021 3,566,390 (4.80)%
2022 3,624,730 1.64
2023 3,704,964 2.21
2024 3,718,200 0.36

____________________ 
Source: City of Willits

WASTEWATER SYSTEM FINANCIAL INFORMATION 

Financial Statements 

Attached as Appendix C are the audited financial statements of the City (the “Financial 
Statements”) for Fiscal Year 2018/19, which include financial statements for the Wastewater System, 
prepared by the City Department of Finance and audited by Moss, Levy & Hartzheim LLP, Culver City, 
California (the “Auditor”). 

The Auditor’s letter concludes that all the Financial Statements present fairly, in all material 
respects, the respective financial position of the governmental activities, the business-type activities, each 
major fund, and the aggregate remaining fund information of the City as of June 30, 2019, and the 
respective changes in financial position, and cash flows, where applicable, thereof for the year then ended 
in conformity with accounting principles generally accepted in the United States of America. 

The Financial Statements should be read in their entirety.  The City has not requested nor did the 
City obtain permission from the Auditor to include the 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.  In addition, the Auditor has not reviewed this Official Statement. 

The Wastewater System is accounted for as the City’s Sewer Fund. The Sewer Fund of the City is 
accounted for as a proprietary fund type (enterprise fund).  In governmental accounting, enterprise funds 
are used to account for operations that are financed and operated in a manner similar to private business 
enterprises, where the intent is that the costs (expenses, including depreciation) of providing goods or 
services to the general public on a continuing basis are to be financed or recovered primarily through user 
charges, or where periodic determination of revenues earned, expenses incurred and/or net income is 
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deemed appropriate for capital maintenance, public policy, management control, accountability or other 
purposes. 

Proprietary funds distinguish operating revenues and expenses from non-operating items.  
Operating revenues and expenses generally result from providing services and producing and delivering 
goods in connection with a proprietary fund’s principal ongoing operations.  The principal operating 
revenues of the enterprise funds are charges to customers for sales and services.  The City also recognizes 
as operating revenue the portion of tap fees intended to recover the cost of connecting new customers to the 
system.  Operating expenses for enterprise funds include the cost of sales and services, administrative 
expenses and depreciation on capital assets.  All revenues and expenses not meeting this definition are 
reported as non-operating revenues and expenses. 

HISTORIC OPERATING RESULTS AND DEBT SERVICE COVERAGE 

The following table is a summary of operating results of the Wastewater System of the City for the 
Fiscal Years 2015-16 through 2018-19.  These results have been derived from the City’s Financial 
Statements but exclude depreciation and certain other non-cash items and include certain other adjustments.  
The table has not been reviewed or audited by the Auditor.  See “APPENDIX C—AUDITED FINANCIAL 
STATEMENTS OF THE CITY OF WILLITS FOR FISCAL YEAR ENDED JUNE 30, 2018 - 2019” 
herein. 

[Table on the following page] 
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TABLE VII 
City of Willits 

Wastewater System 
Historic Operating Results 

Audited 
FY 2015-16 

Audited 
FY 2016-17 

Audited 
FY 2017-18 

Audited 
FY 2018-19 

Gross Revenues 
Charges for Services (1) $2,933,363 $3,087,137 $3,059,862 $3,519,633
Interest Revenue 7,012 15,840 35,247 42,058
Intergovernmental Revenue - - 32,046 -
Miscellaneous Revenue - 17,500 8,004 -

Total Gross Revenues $2,940,375 $3,120,477 $3,135,159 $3,561,691

Operating Expenses(2)

Operations $1,842,536 $1,021,641 $815,314 $1,377,706
Administrative 183,356 184,700 220,158 219,662
Materials and Supplies 147,994 150,799 642,597 70,239
Maintenance 203,670 17,941 52,527 117,538

Total Operating 
Expenses 

$2,377,556 $1,375,081 $1,730,596 $1,785,145 

Net Revenues $   562,819 $1,745,396 $1,404,563 $1,776,546

Debt Service 
2015 Wastewater Loan $     46,824 $   269,283 $   269,178 $   269,068
2011 Wastewater COP 328,976 328,538 329,013 328,401
2007A Wastewater Loan 469,328 469,143 469,235 469,093
2007B Wastewater Loan 66,938 66,704 66,939 67,132

Total Debt Service $  912,066 $1,133,669 $1,134,365 $1,133,694

Debt Service Coverage 
(1.20x Requirement) 0.62 1.54 1.24 1.57

____________________ 
(1) Includes charges billed on property tax bills, direct billings, and debt service reimbursement payments on the  
Prior Obligations by Brooktrails CSD pursuant to the Sewage Agreement. 
(2) Excludes non-cash items (such as depreciation) and capital expenses. 
Source: City of Willits

Projected Operating Results and 
Debt Service Coverage 

The City’s projected operating results for the Wastewater System for the Fiscal Years ending 
June 30, 2020 through June 30, 2024 are set forth below, reflecting certain significant assumptions 
concerning future events and circumstances.  The financial forecast represents the City’s estimate of 
projected financial results based upon its judgment of the most probable occurrence of certain important 
future events.  The assumptions set forth in the footnotes to the chart set forth below are material in the 
development of the City’s financial projections, and variations in the assumptions may produce 
substantially different financial results.  Actual operating results achieved during the projection period may 
vary from those presented in the forecast and such variations may be material. 
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TABLE VIII 
City of Willits  

Wastewater System  
Projected Operating Results 

FY 2019-20 FY 2020-21 FY 2021-22 FY 2022-23 FY 2023-24 
Gross Revenues: 

Charges for Services (1)(2) (3) $3,736,302 $3,556,390 $3,614,730 $3,694,964 $3,708,200
Interest Revenue 10,000 10,000 10,000 10,000 10,000
Intergovernmental Revenue -- -- -- -- --
Miscellaneous Revenue -- -- -- -- --

Total Gross Revenues  $3,746,302 $3,566,390 $3,624,730 $3,704,964 $3,718,200

Operating Expenses: (4)(5)

Operations $1,419,037 $1,461,608 $1,505,457 $1,550,620 $1,597,139
Administrative 226,252 233,039 240,031 247,232 254,648
Materials and Supplies 72,346 74,517 76,752 79,055 81,426
Maintenance 121,064 124,696 128,437 132,290 136,259

Total Operating 
Expenses 

$1,838,699 $1,893,860 $1,950,676 $2,009,196 $2,069,472 

Net Revenues $1,907,603 $1,672,530 $1,674,054 $1,695,767 $1,648,728

Debt Service 
2015 Wastewater Loan $   268,954 $   268,836 $   268,713 $   268,585 $   268,453
2011 Wastewater COP 328,701 -- -- -- --
2007A Wastewater Loan 468,718 -- -- -- --
2007B Wastewater Loan 66,793 -- -- -- --
Bonds -- $331,789 460,034 647,913 648,463

Total Debt Service $   1,133,165 $600,625 $728,747 $916,498 $916,915

Debt Service Coverage 
(1.20x Requirement) 1.68 2.78 2.30 1.85 1.80

_____________________ 
(1) Includes charges billed on property tax bills, direct billings, and Debt Service Reimbursement Payments made by Brooktrails CSD. 
(2) Assumes voter-approved rate increase of 5% in Fiscal Year 2019-20 and no future rate increases thereafter. 
(3) Assumes 3.5% annual increases for Brooktrails CSD monthly payments in accordance with the amended Settlement Agreement.  See 
“THE WASTEWATER SYSTEM—The Wastewater System.” 
(4) Excludes non-cash items (such as depreciation) and capital expenses. 
(5) Assumes expenditure increases of 3% annually. 
Source: City of Willits

Outstanding Wastewater System Indebtedness After the Issuance of the Bonds 

The Bonds will be secured by Net Revenues and issued on a parity with the Existing Parity 
Obligations.  See “INTRODUCTION—Security for the Bonds” and “SECURITY FOR THE BONDS—
Parity Obligations” herein. 

The Existing Parity Obligations was issued in the original principle amount of $3,350,945 for the 
purpose of refunding the City’s outstanding $4,710,000 Sewer Revenue Bond of 1993, Series A. 
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Employees and Employee Benefits 

The following information regarding CalPERS, the Miscellaneous Pension Plan, and the Safety 
Pension Plan, other than the information provided by the City regarding its annual contributions thereto, 
has been obtained from publicly available sources which are believed to be reliable but are not guaranteed 
as to accuracy or completeness, and should not to be construed as a representation by either the City or 
the Underwriter. 

The comprehensive annual financial reports of CalPERS are available on CalPERS’ Internet 
website at www.calpers.ca.gov.  The CalPERS website also contains CalPERS’ most recent actuarial 
valuation reports and other information that concerns benefits and other matters.  The textual reference to 
such Internet website is provided for convenience only.  None of the information on such Internet website 
is incorporated by reference herein.  The City cannot 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 be changed 
in the future. 

Pension Benefits.  All qualified employees, including the 5 employees accounted to the 
Wastewater System, are eligible to participate in the City’s separate Safety (police and fire) and 
Miscellaneous (all other) Plans, cost sharing define benefit pension plans administered by the California 
Public Employees’ Retirement System (“CalPERS”).  CalPERS provides retirement, disability and death 
benefits to plan members and beneficiaries and acts as a common investment and administrative agent for 
participating public entities within the State, including the City.  CalPERS plan benefit provisions and all 
other requirements are established by State statute and the City Council. 

Accounting and financial reporting by state and local government employers for defined benefit 
pension plans is governed by Governmental Accounting Standards Board (“GASB”) Statement No. 68 
(“GASB 68”).  GASB 68 governs the accounting treatment of defined benefit pension plans, including how 
expenses and liabilities are calculated and reported by state and local government employers in their 
financial statements.  GASB 68 includes the following components: (i) unfunded pension liabilities are 
included on the employer’s balance sheet; (ii) pension expense incorporates rapid recognition of actuarial 
experience and investment returns and is not based on the employer’s actual contribution amounts; 
(iii) lower actuarial discount rates are required to be used for underfunded plans in certain cases for purposes 
of the financial statements; (iv) closed amortization periods for unfunded liabilities are required to be used 
for certain purposes of the financial statements; and (v) the difference between expected and actual 
investment returns will be recognized over a closed five-year smoothing period.  GASB 68 affects the City’s 
accounting and reporting requirements, but it does not change the City’s pension plan funding obligations 

City employees are subject to different benefit levels based on their hire date.  Benefit provisions 
and benefits in effect at June 30, 2019 are set forth in “APPENDIX C—AUDITED FINANCIAL 
STATEMENTS OF THE CITY OF WILLITS FOR FISCAL YEAR 2018-19—Notes to Basic Financial 
Statements, Note 12(A) – Pension Plan – General Information about the Pension Plan.”  

City employees participating in the City’s Miscellaneous Plan who were hired on and after 
January 1, 2013 and who were not previously CalPERS members receive benefits based on a 2.0% at age 
62 formula and City employees participating in the City’s Safety Plan who were hired on and after 
January 1, 2013 receive benefits based on a 2.7% at age 57 formula; such employees are required to make 
the full amount of required employee contributions themselves under the California Public Employees’ 
Pension Reform Act of 2013 (“AB 340”), which was signed by the State Governor on September 12, 2012.  
AB 340 established a new pension tier:  the 2.0% at age 62 formula, with a maximum benefit formula of 
2.5% at age 67.  Benefits for such participants are calculated on the highest average annual compensation 
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over a consecutive 36 month period.  Employees are required to pay at least 50% of the total normal cost 
rate.  AB 340 also caps pensionable income for 2019 as noted below.  Amounts are set annually, subject to 
Consumer Price Index increases, and retroactive benefits increases are prohibited, as are contribution 
holidays and purchases of additional non-qualified service credit. 

City of Willits 
Pensionable Income Caps for Calendar Year 2019 

(AB 340 and Non-AB 340 Employees) 

Employees Hired Before  
January 1, 2013 

(Non-AB 340 Employees) 

Employees Hired on and After
January 1, 2013 

(AB 340 Employees) 

Maximum Pensionable Income $280,000 $149,016
Maximum Pensionable Income if also 

Participating in Social Security N/A $124,180
____________________ 
Source: City of Willits

Additional employee contributions, limits on pensionable compensation and higher retirement ages 
for new members as a result of the passage of AB 340 are expected to reduce the City’s unfunded pension 
lability and potentially reduce City contribution levels in the long term. 

The City is also required to contribute the actuarially determined remaining amounts necessary to 
fund benefits for its members.  Employer contribution rates for all public employers are determined on an 
annual basis by the CalPERS actuary and are effective on the July 1 following notice of a change in the 
rate.  Total plan contributions are determined through the CalPERS annual actuarial valuation process.  The 
total minimum required employer contribution is the sum of the plan’s employer normal cost rate (expressed 
as a percentage of payroll) plus the employer unfunded accrued liability contribution amount (billed 
monthly).  The normal cost rate is the annual cost of service accrual for the upcoming Fiscal Year of active 
employees.   

Beginning in Fiscal Year 2018, CalPERS began collecting employer contributions toward a pension 
plan’s unfunded liability as dollar amounts instead of the prior method of a percentage of payroll.  
According to CalPERS, this change was intended to address potential funding issues that could arise from 
a declining payroll or a reduction in the number of active members in the plan.  Funding the unfunded 
liability as a percentage of payroll could lead to underfunding of pension plans.  Due to stakeholder 
feedback regarding internal needs for total contributions expressed as an estimated percentage of payroll, 
the CalPERS reports include such results in the contribution projection for informational purposes only.  
Contributions toward a pension plan’s unfunded liability will continue to be collected as set dollar amounts. 

The City’s required contributions to CalPERS fluctuate each year and include a normal cost 
component and a component equal to an amortized amount of the unfunded liability.  Many assumptions 
are used to estimate the ultimate liability of pensions and the contributions that will be required to meet 
those obligations.  The CalPERS Board of Administration has adjusted and may in the future further adjust 
certain assumptions used in the CalPERS actuarial valuations, which adjustments may increase the City’s 
required contributions to CalPERS in future years.  Accordingly, the City cannot provide any assurances 
that the City’s required contributions to CalPERS in future years will not significantly increase (or 
otherwise vary) from any past or current projected levels of contributions.  CalPERS earnings reports for 
Fiscal Years 2010 through 2019 report investment gains of approximately 13.3%, 21.7%, 0.1%, 13.2%, 
18.4%, 2.4%, 0.6%, 11.2%, 8.6% and 6.7%, respectively.  Future earnings performance may increase or 
decrease future contribution rates for plan participants, including the City. 
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On December 21, 2016, the CalPERS Board voted to lower the PERS Discount Rate to 7.0% over 
a three-year phase-in period in accordance with the following schedule: 7.375% for the June 30, 2017 
actuarial valuation, 7.25% for the June 30, 2018 actuarial valuation and 7.00% for the June 30, 2019 
actuarial valuation.  Effective with its June 2017 Comprehensive Annual Financial Report, CalPERS 
reduced its discount rate to 7.15% and its investment rate of return to 7.15%.  The discount rate for Fiscal 
Year 2020 is 7.00%. 

For public agencies such as the City, the new discount rate took effect July 1, 2017.  Lowering the 
discount rate means that 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 will also see their contribution rates rise under AB 340.  The reduction of the discount rate will result 
in average employer rate increases of approximately 1% to 3% of normal cost as a percentage of payroll 
for most Miscellaneous retirement plans such as the City’s plan.  Additionally, many employers will see a 
30% to 40% increase in their current unfunded accrued liability payments.  These payments are made to 
amortize unfunded liabilities over 20 years to bring pension funds to a fully funded status over the long-
term. 

As of June 30, 2019, the City reported net pension liabilities for its proportionate share of the net 
pension liability for the Miscellaneous plan to be $5,461,003 and for the Safety plan to be $3,462,358.  For 
the Fiscal Year ended June 30, 2019, the City recognized pension expenses of $873,006.  The City currently 
expects its net pension liabilities for its proportionate share of the net pension liability for the Miscellaneous 
plan in Fiscal Year 2020 to be approximately $5,419,0703 and for the Safety plan to be $3,367,345.  The 
share of such contributions to the Miscellaneous plan which is attributable to the Wastewater System is 
expected to be approximately 25.18% in Fiscal Year 2020.  The net pension liability is the difference 
between the total pension liability and the fair market value of pension assets.  The City’s total pension 
assets include funds that are held by CalPERS, and its net pension asset or liability is based on such 
amounts.  The net pension liability of each of the plans is measured as of June 30, 2018, using an actuarial 
valuation as of June 30, 2017 rolled forward to June 30, 2018 using standard update procedures.  A summary 
of principal assumptions and methods used to determine the total pension liabilities in the June 30, 2017 
actuarial valuations is shown below. 

City of Willits 
Actuarial Assumptions for CalPERS Miscellaneous Pension Plan 

Actuarial Cost Method Entry Age Normal in accordance with the requirements of GASB 68
Asset Valuation Method Market Value of Assets
Actuarial Assumptions:

Discount Rate 7.15%
Inflation 2.75%

Salary Increases Varies by entry age and service (3.3% - 14.2%)
Investment Rate of Return 7.50% net of pension plan investment and administrative expenses; includes 

projected inflation rate of 2.75%
Mortality Rate Table* Derived using CalPERS’ membership data for all funds
____________________ 
* The mortality table used was developed based on CalPERS-specific data.  The table includes 20 years of mortality improvements 
using Society of Actuaries Scale BB. 
Source: City of Willits



38 

City of Willits 
Actuarial Assumptions for CalPERS Safety Pension Plan 

Actuarial Cost Method Entry Age Normal in accordance with the requirements of GASB 68
Asset Valuation Method Market Value of Assets
Actuarial Assumptions:

Discount Rate 7.15%
Inflation 2.75%

Salary Increases Varies by entry age and service (3.3% - 14.2%)
Investment Rate of Return 7.50% net of pension plan investment and administrative expenses; 

includes projected inflation rate of 2.75%
Mortality Rate Table* Derived using CalPERS’ membership data for all funds
____________________ 
* The mortality table used was developed based on CalPERS-specific data.  The table includes 20 years of mortality 
improvements using Society of Actuaries Scale BB. 
Source: City of Willits

The tables below present the net pension liability of the City’s Miscellaneous plan and Safety plan, 
calculated using the discount rate applicable to Fiscal Year 2018 (7.15%), as well as what the net pension 
liability would be if it were calculated using a discount rate that is 1 percentage point lower (6.15%) or 
1 percentage point higher (8.15%) than the current rate:  

City of Willits 
Sensitivity of CalPERS Miscellaneous Pension Plan Net Pension Liability to 

Changes in the Discount Rate 

Discount Rate – 
1% (6.15%) 

Current Discount 
Rate (7.15%) 

Discount Rate + 
1% (8.15%) 

Plan’s Net Pension Liability/(Asset) $7,950,843 $5,461,003 $3,405,680
____________________ 
Source: City of Willits

City of Willits 
Sensitivity of CalPERS Safety Pension Plan Net Pension Liability to 

Changes in the Discount Rate 

Discount Rate – 
1% (6.15%) 

Current Discount 
Rate (7.15%) 

Discount Rate + 
1% (8.15%) 

Plan’s Net Pension Liability/(Asset) $5,075,207 $3,462,358 $2,140,916
____________________ 
Source: City of Willits

The City’s projections of Operation and Maintenance Costs under the caption “FINANCIAL 
INFORMATION—Projected Wastewater System Operating Results and Debt Service Coverage” do not 
assume unusual increases in CalPERS contributions or other labor costs.  However, no assurance can be 
provided that such expenses will not increase significantly in the future.  The City does not expect that any 
increased funding of pension benefits will have a material adverse effect on the ability of the City to pay 
the Bonds. 
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For further information about the City’s contributions to CalPERS, see “APPENDIX C—
AUDITED FINANCIAL STATEMENTS OF THE CITY OF WILLITS FOR FISCAL YEAR 2018-19—
Notes to Basic Financial Statements, Note 12 – Pension Plan.” 

No Post-Employment Benefits.  The City does not currently provide benefits other than pensions, 
including post-retirement health benefits, to any of its employees. 

RISK FACTORS 

The following factors, along with other information in this Official Statement, should be considered 
by potential investors in evaluating the risks in the purchase of the Bonds. 

Risks Related to the COVID-19 Pandemic 

The spread of the novel strain of coronavirus called COVID-19 (“COVID-19”) is having significant 
negative impacts throughout the world, including in the City.  The World Health Organization has declared 
the COVID-19 outbreak to be a pandemic, and states of emergency have been declared by the City, the 
County, the State and the United States.  The purpose behind these declarations are to coordinate and 
formalize emergency actions across federal, state and local governmental agencies, and to proactively 
prepare for a wider spread of the virus. 

The outbreak has resulted in the imposition of restrictions on mass gatherings and widespread 
temporary closings of businesses, universities and schools.  The U.S. is restricting certain non-US citizens 
and permanent residents from entering the country.  In addition, stock markets in the U.S. and globally have 
been volatile, with significant declines attributed to coronavirus concerns.   

The City declared a local state of emergency on March 18, 2020.  The City has closed certain non-
essential functions of the City and is considering certain additional actions in response to the coronavirus 
concerns.  However, there has been no impact on the City’s ability to provide wastewater services to its 
customers. Since approximately 97% of the City’s Wastewater System accounts are billed through property 
assessments by the County of Mendocino Auditor Controller as part of the County’s tax collection and are 
collected semi-annually and are part of the County’s Teeter Plan, the City’s collections of wastewater 
payments have not been affected by the COVID-19 outbreak.  The City has determined to not increase 
wastewater rates and charges for Fiscal Year 2020-21 as a result of the COVID-19 outbreak.  Wastewater 
rates and charges for Fiscal Year 2020-21 will remain at the same rates for Fiscal Year 2019-20. 

In response to COVID-19, on April 2, 2020, Governor Newsom signed Executive Order N-42-20, 
which, among other things, (i) suspends the authority of certain water systems to discontinue residential 
water service, (ii) orders water systems to restore any residential service to occupied residences that has 
been discontinued for nonpayment since March 4, 2020, (iii) prohibits water systems from discontinuing 
service to any business in the critical infrastructure sectors designated by the State Public Health Officer as 
critical to protect the health and well-being of all Californians that qualifies as a small business under 
13 C.F.R § 121.201 of the Small Business Administration’s regulations, and (vi) orders the State Water 
Resources Control Board to identify best practices, guidelines, or both to be implemented during the 
COVID-19 emergency (a) to address non-payment or reduced payments, (b) to promote and to ensure 
continuity of service by water systems and wastewater systems, and (c) to provide measures such as the 
sharing of supplies, equipment and staffing to relieve water systems under financial distress.  

The COVID-19 outbreak is ongoing, and the ultimate geographic spread of the virus, the duration 
and severity of the outbreak, and the economic and other of actions that may be taken by governmental 
authorities to contain the outbreak or to treat its impact are uncertain.  The ultimate impact of COVID-19 
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on the operation and finances of the Wastewater System and the City is unknown.  To date, the City does 
not believe that the impacts of the spread of COVID-19 will have a material adverse effect on its ability to 
make pay debt service on the Bonds and the Existing Parity Obligations when due. 

Wastewater System Demand and Growth 

There can be no assurance that the local demand for the services provided by the Wastewater 
System will be maintained at levels described in this Official Statement.  Reduction in the level of demand 
could require an increase in rates or charges in order to produce Gross Revenues and Net Revenues 
sufficient to comply with the City’s covenants in the Indenture.  Such rate increases could increase the 
likelihood of nonpayment and could also further decrease Wastewater System customer demand.  There 
can be no assurance that any other entity with regulatory authority over the Wastewater System will not 
adopt further restrictions on the operation thereof. 

Wastewater System Expenses 

There can be no assurance that Operation and Maintenance Expenses of the Wastewater System 
will be consistent with the levels described in this Official Statement.  The Wastewater System is subject 
to federal, state and local regulatory requirements pertaining to drinking water quality and distribution, 
wastewater treatment and reuse, biosolids management, air quality, hazardous materials handling and waste 
management. Federal regulations are based upon provisions within the Safe Drinking Water Act, Clean 
Water Act, Clean Air Act, and Resource Conservation and Recovery Act.  State and local regulations are 
prescribed by the California Air Resources Board, California Department of Toxic Substances Control, the 
State Water Board and the Regional Water Board.  In the event that any of such regulatory entities should 
impose stricter quality standards upon the Wastewater System, its expenses could increase accordingly and 
rates and charges may have to be increased to offset those expenses.  It is not possible to predict the direction 
which State and federal regulation will take with respect to wastewater treatment.  Changes in treatment, 
transportation and other types of technology, increases in the cost of energy, increased or decreased 
development within the City, or other expenses could also reduce Net Revenues, and could require increases 
in rates or charges in order for the City to comply with the rate covenant in the Indenture.  Rate increases 
could increase the likelihood of nonpayment by the Wastewater System customers and could also decrease 
wastewater service demands within the City. 

Accuracy of Assumptions 

To estimate the revenues that are available to pay debt service on the Bonds, the City has made 
certain assumptions with regard to the rates and charges to be imposed in future years, the expenses 
associated with operating the Wastewater System and the interest rate at which funds will be invested.  The 
City believes these assumptions to be reasonable, but to the extent that any of these assumptions fail to 
materialize, the Net Revenues available to pay debt service on the Bonds will, in all likelihood, be less than 
those projected herein.  See the caption “WASTEWATER SYSTEM FINANCIAL INFORMATION—
Projected Operating Results and Debt Service Coverage.”  The City may choose, however, to maintain 
compliance with the rate covenant that is set forth in the Indenture in part by means of contributions from 
the Rate Stabilization Fund or other available reserves or resources.  In such event, Net Revenues may 
generate amounts which are less than 120% of Debt Service in any given Fiscal Year.  See the captions 
“SECURITY FOR THE BONDS—Rate Stabilization Fund” and “SECURITY FOR THE BONDS—Rate 
Covenant.” 
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Limited Obligations 

The obligation of the City to pay the Bonds is a limited obligation of the City and is not secured by 
a legal or equitable pledge or charge or lien upon any property of the City or any of its income or receipts, 
except the Net Revenues.  The obligation of the City to pay the Bonds does not constitute an obligation of 
the City to levy or pledge any general taxes or for which the City has levied or pledged any general taxes. 

Parity Obligations 

The Indenture permits the City to enter into additional Contracts and issue additional Bonds which 
are payable from Net Revenues on a parity with the Bonds, subject to the terms and conditions set forth 
therein.  The entry into of additional Parity Obligations could result in reduced Net Revenues available to 
pay the Bonds.  The City has covenanted to maintain Debt Service coverage of 120%, as further described 
under the caption “SECURITY FOR THE BONDS—Parity Obligations.” 

Proposition 218 

Proposition 218, a state ballot initiative known as the “Right to Vote on Taxes Act” was approved 
by California voters on November 5, 1996 and, except for certain provisions that became effective on July 1, 
1997, became effective on November 6, 1996.  Proposition 218 added Article XIIIC, entitled “Voter 
Approval of Local Tax Levies” (“Article XIIIC”), and Article XIIID, entitled “Assessment and Property 
Related Fee Reform (“Article XIIID”), to the California Constitution.  Article XIIIC and Article XIIID 
limit the imposition by a local government of “general taxes,” “special taxes,” “assessments” and “fees” or 
“charges.”  The City is a local government within the meaning of Article XIIIC and Article XIIID. 

Article XIIIC, provides, among other things, that the initiative power shall not be prohibited or 
otherwise limited in matters of reducing or repealing any local fee or charge.  This extension of the initiative 
power is not limited by the terms of Article XIIIC to fees and charges imposed after November 6, 1996 
and, absent other authority, could result in retroactive reduction in existing fees and charges.  Although the 
terms “fees” and “charges” are not defined in Article XIIIC, the California Supreme Court, in 
Bighorn-Desert View Water Agency v. Kari Verjil; E.W. Kelley (July 2006), has stated that there is no basis 
for excluding from Article XIIIC’s authorization any of the fees subject to Article XIIID.  If fees or charges 
charged or collected by the City for its Wastewater System are subjected to the initiative process and the 
outcome of any initiative proceedings results in a reduction or repeal of such fees or charges, respectively, 
the ability of the Wastewater System to generate Gross Revenues and Net Revenues sufficient to comply 
with the City’s covenants under the Indenture may be adversely affected.  Furthermore, if voters were to 
approve an initiative lowering the City’s wastewater rates or other charges, the City would need voter 
approval before it could change the rate or charge that had been set by initiative.  The City could, however, 
increase a charge that was not affected by initiative or to impose an entirely new charge without voter 
approval. 

The California Supreme Court further stated in Bighorn that it was not holding that the initiative 
power is free of all limitations and was not determining whether the initiative power is subject to the 
statutory provision requiring that service charges be set at a level that will pay debt service on bonded debt 
and operating expenses.  Such initiative power could be subject to the limitations imposed on the 
impairment of contracts under the contract clause of the United States Constitution.  On July 1, 1997, a bill 
was signed into law by the Governor of the State enacting Government Code Section 5854, which states: 
“Section 3 of Article XIIIC of the California Constitution, as adopted at the November 5, 1996 general 
election, shall not be construed to mean that any owner or beneficial owner of a municipal security, 
purchased before or after that date, assumes the risk of, or in any way consents to, any action by initiative 
measure that constitutes an impairment of contractual rights protection by Section 10 of Article I of the 
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United States Constitution.”  Government Code Section 5854 appears to limit the voters’ power to repeal 
or reduce Wastewater System fees and charges if such reductions would interfere with the City’s payment 
of Debt Service Payments.  If Government Code Section 5854 becomes the subject of a challenge, however, 
no guarantee can be made that the courts will agree with such interpretation. 

Article XIIID prohibits the assessment upon any parcel of property or upon any person “as an 
incident of property ownership” (defined to exclude fees for the provision of electrical or gas service) by a 
local government of any tax, assessment, fee or charge except voter-approved ad valorem property taxes 
and special taxes, fees or charges as a condition of property development, and assessments and “fees or 
charges for property related services” levied or imposed in accordance with the provisions of Article XIIID. 

Under Article XIIID, revenues derived from a “fee” or “charge” (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 customer fees or charges for a property related 
service”) may not exceed the funds required to provide the “property-related service” and may not be used 
for any purpose other than that for which the fee or charge was imposed.  Further, the amount of a “fee” or 
“charge” may not exceed the proportional cost of the service attributable to the parcel, no “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, and no “fee” or “charge” may be imposed for general governmental 
service where the service is “available to the public at large in substantially the same manner as it is to the 
property owners.” 

In addition, in order for a “fee” or “charge” to be imposed or increased, Article XIIID provides 
that, among other things, the parcel upon which a fee or charge is proposed for imposition must be 
identified, the amount of the fee or charge proposed to be imposed on each such parcel must be calculated, 
written notice by mail of the proposed fee or charge must be provided to the “record owner” of each 
identified parcel, and a public hearing must be conducted upon the proposed fee or charge.  If written 
protests against the proposed “fee” or “charge” are presented by a majority of owners of the identified 
parcels, the fee or charge may not be imposed.  The California Supreme Court in Bighorn indicated that 
once a property owner or resident has paid the connection charges and has become a customer of a public 
water agency, all charges for water delivery incurred thereafter are charges for a property-related service, 
whether the charge is calculated on the basis of consumption or is imposed as a fixed monthly fee.  
Accordingly, the imposition or increase of any fee or charge by the City for wastewater service will be the 
subject of such a majority protest.  If such a majority protest occurs, the ability of the Wastewater System 
to generate Gross Revenues and Net Revenues sufficient to comply with the City’s covenants under the 
Indenture may be adversely affected. 

Article XIIID states that, beginning July 1, 1997, all “fees” or “charges” must comply with its 
provisions.  It is unclear how the provisions of Article XIIID will be applied to fees or charges established 
prior to such date.  It is also unclear how the provisions of Article XIIID will be applied to fees or charges 
established after such date but prior to the Bighorn decision. 

As a result of the Bighorn decision, there can be no assurance that Proposition 218 will not limit 
the ability of the City to impose, levy, charge and collect increased fees and charges for wastewater service. 

The City believes that its current Wastewater System rates comply with the requirements of 
Proposition 218 and expects that any future Wastewater System rates will comply with Proposition 218’s 
procedural and substantive requirements to the extent applicable thereto.  The City further believes that 
Proposition 218 will not have any immediate adverse effect on the City’s ability to comply with its 
covenants under the Indenture or the City’s ability to operate the Wastewater System.  The City cannot 
predict the impact of Proposition 218 on any future Wastewater System rate increases. 
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Numerous recent appellate court opinions interpret and apply Proposition 218 in the context of 
evaluating the validity of wastewater-related fees and charges. The City is unable to predict at this time 
how Proposition 218 will ultimately be interpreted by the courts and what, if any, further implementing 
legislation will be enacted, and there can be no assurance that Proposition 218 will not limit the future 
ability of the City to impose, levy, charge and collect increased fees and charges for wastewater service. 

Proposition 26 

Proposition 26 was approved by the electorate at the November 2, 2010 election and amended 
California Constitution Articles XIIIA and XIIIC.  The proposition imposes a two-thirds voter approval 
requirement for the imposition of fees and charges by the State.  It also imposes a majority voter approval 
requirement on local governments with respect to fees and charges for general purposes, and a two-thirds 
voter approval requirement with respect to fees and charges for special purposes.  Proposition 26, according 
to its supporters, is intended to prevent the circumvention of tax limitations imposed by the voters in 
California Constitution Articles XIIIA, XIIIC and XIIID of the California Constitution pursuant to 
Proposition 13, approved in 1978, Proposition 218, approved in 1996, and other measures through the use 
of non-tax fees and charges.  Proposition 26 expressly excludes from its scope 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 cost to the State or local government of providing the 
service or product to the payor.  Proposition 26 applies to charges imposed or increased by local 
governments after the date of its approval.  The City believes that the City’s current rates and charges for 
the Wastewater System are not taxes under Proposition 26. 

Constitutional Limit on Appropriations 

Under Article XIIIB of the California Constitution, state and local government entities have an 
annual “appropriations limit” which limits their ability to spend certain moneys called “appropriations 
subject to limitation,” which consists of tax revenues, certain state subventions and certain other moneys, 
including customer charges to the extent they exceed the costs reasonably borne by the entity in providing 
the service for which it is levying the charge.  In general terms, the “appropriations limit” is to be based on 
certain Fiscal Year 1978-79 expenditures and is to be adjusted annually to reflect changes in the consumer 
price index, population, and services provided by these entities.  Among other provisions of Article XIIIB, 
if an entity’s revenues in any year exceed the amount permitted to be spent, the excess would have to be 
returned by revising tax rates or fee schedules over the subsequent two years.  The City is of the opinion 
that the rates and use charges imposed by the City in connection with the Wastewater System do not exceed 
the costs the City reasonably bears in providing wastewater treatment. 

No Obligation To Tax 

The obligation of the City to pay the Debt Service Payments does not constitute an obligation of 
the City for which the City is obligated to levy or pledge any form of taxation or for which the City has 
levied or pledged any form of taxation.  The obligation of the City to pay Debt Service Payments does not 
constitute a debt or indebtedness of the State of California or any of its political subdivisions, within the 
meaning of any constitutional or statutory debt limitation or restriction. 

Natural Disasters 

The occurrence of any natural disaster in the City, including, without limitation, fire, earthquake, 
landslide, land subsidence, high winds, drought or flood, could have an adverse material impact on the 
economy within the City, the Wastewater System and the revenues available for the payment of the Bonds.  
Portions of the Wastewater System may be at risk of damage or destruction from wildfires or subject to 
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unpredictable seismic activity.  The City is not required to maintain earthquake insurance under the 
Indenture, and it does not currently maintain such insurance.  The City is in the process of preparing a 
hazard mitigation plan and anticipates that such plan will be completed by the end of 2020. 

The occurrence of natural disasters in the City’s service area could result in substantial damage to 
the Wastewater System which, in turn, could substantially reduce revenue generated by the Wastewater 
System and affect the ability of the City to pay the Bonds.  The City maintains liability insurance for the 
Wastewater System and property casualty insurance for certain portions of the Wastewater System.  
However, there can be no assurance that specific losses will be covered by insurance or, if covered, that 
claims will be paid in full by the applicable insurers. 

Statutory Changes and Initiatives 

In addition to the other limitations described herein, the California electorate or Legislature could 
adopt legislation or an initiative, respectively, with the effect of (a) reducing Gross Revenues payable to or 
collected by the City for the Wastewater System, (b) adversely affecting the City’s rights and powers, or 
(c) imposing additional limitations or additional legal responsibilities on the City with respect to the 
Wastewater System.  Furthermore, there is no assurance that such change in law would not at some future 
time adversely affect the City’s ability to pay Debt Service Payments. 

Cybersecurity 

The City relies on computers and technology to conduct its operations.  The City and its 
departments face cyber threats from time to time including, but not limited to, hacking, viruses, malware 
and other forms of technology attacks.  Recently, there have been significant cyber security incidents 
affecting municipal agencies, including a freeze affecting computer systems of the City of Atlanta, an attack 
on the City of Baltimore’s 911 system, an attack on the Colorado Department of Transportation’s computers 
and an attack that resulted in the temporary closure of the Port of Los Angeles’ largest terminal.  To date, 
there have been no significant cyberattacks on the City’s computer systems. The City does maintain a 
cybersecurity insurance policy in the event of a cyberattack. 

The City’s computers and software are part of the County’s computer system which system 
employs a cyber protection scheme that includes firewalls and anti-virus programs, along with nightly 
backups of its server to minimize potential damage from a ransomware attack. No assurance can be given 
that the City’s security and operational control measures will be successful in guarding against all cyber 
threats and attacks.  The results of any attack on the City’s computer and technology could negatively 
impact the City’s operations, and the costs related to such attacks could be substantial. 

Early Redemption of Premium Bonds 

Bonds purchased, whether at original issuance or otherwise, for an amount greater than their 
principal amount payable at maturity (or, in some cases, at their earlier call date) (“Premium Bonds”) will 
be treated for federal tax purposes as having amortizable premium.  If such Premium Bonds are redeemed 
prior to maturity (or, in some cases, prior to a scheduled redemption date) as described herein under “THE 
BONDS—Redemption,” not all of the amortized premium may be realized by the Owner.  The Premium 
Bonds are treated as all other Bonds for purposes of selection for redemption prior to maturity as described 
herein. 
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Limitations on Remedies Available; Bankruptcy 

The enforcement of any rights and remedies provided in the Indenture, including but not limited to 
the remedy of acceleration of Debt Service Payments, could be substantial and the process lengthy.  The 
enforceability of the rights and remedies of the Owners and the obligations of the City may become subject 
to the following: the 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; equitable 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 and its governmental bodies in the interest of servicing a significant and legitimate 
public purpose. 

Any suit requesting accelerated payment of Debt Service Payments and/or money damages could 
be subject to limitations on legal remedies against municipalities in California, including a limitation on 
enforcement of judgments against funds needed to serve the public welfare and interest.  Furthermore, if a 
claim for money damage arises in the context of a Chapter 9 case, the Bankruptcy Code provides that 
“special revenues” as defined therein can be applied to necessary expenses of the applicable project or 
system before they are applied to any lien securing other obligations such as the Debt Service Payments.  
This rule applies regardless of the provisions of the transaction documents.  It is not clear precisely which 
expenses would constitute necessary operating expenses and any definition in the transaction documents 
may not be applicable.  See “THE BONDS—Acceleration” above. 

Bankruptcy proceedings, or the exercising of powers by the federal or State government, if initiated, 
could subject the Owners 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, including their right 
to full repayment as well as payment terms.  Although the City expects, that (a) the Gross Revenues should 
be held to be “special revenues” under the Bankruptcy Code; (b) the Gross Revenues collected both before 
and after the date of any Chapter 9 filing should continue to be subject to the lien and terms of the Indenture; 
(c) the application of Gross Revenues to the payment of Debt Service Payments should not be automatically 
stayed as a result of the operation of the Bankruptcy Code; (d) if the application of Gross Revenues to the 
payment of Debt Service Payments were automatically stayed, the Trustee should not be required to stay 
the application of Gross Revenues and other funds securing the Bonds and subject to the lien of the 
Indenture that are in its possession, whether the Trustee obtains possession before or after the City files 
under Chapter 9; and (e) that redistributing Gross Revenues from the Revenue Fund to the other operating 
funds of the City, including its General Fund, to address insolvency would be in violation of California law 
and should not be permitted as a result of a bankruptcy, no assurance can be given that any of such positions 
would be adopted by a reviewing court.  Many issues under Chapter 9, including issues relevant to the 
impairment of “special revenues” obligations, have not yet been the subject of reported appellate decisions, 
and it has become difficult to anticipate judicial rulings in municipal bankruptcies due to inconsistencies in 
opinions at the Bankruptcy Court and District Court level.  For example, there is now some uncertainty 
regarding whether bondholders would be entitled to receive remittances of special revenues net of permitted 
necessary operating expenses during the pendency of a Chapter 9 bankruptcy proceeding and prior to 
confirmation of a plan of adjustment.  This is based upon a lack of relevant appellate decisions, as well as 
inconsistencies between the holding in a January 30, 2018 decision by the District Court in Puerto Rico’s 
ongoing proceedings pursuant to the Puerto Rico Oversight, Management, and Economic Stability Act 
(“PROMESA”) (which act contains similarities to and incorporates certain provisions of Chapter 9 of the 
Bankruptcy Code, but which was not enacted as a part thereof) and prior municipal bankruptcy case 
decisions, such as those rendered in Jefferson County, Alabama’s Chapter 9 bankruptcy case between 2011 
and 2013. 
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There may be other possible effects of a bankruptcy of the City that could result in losses to the 
holders of the Bonds.  Regardless of any specific adverse determinations in a City bankruptcy proceeding, 
the fact of a City bankruptcy proceeding could have an adverse effect on the liquidity and value of the 
Bonds.  The legal opinions to be delivered concurrently with the Bonds (including Bond Counsel’s 
approving opinion) will be qualified as to the enforceability of the Bond documents, including the 
Indenture, by limitations imposed by bankruptcy, reorganization, insolvency or other similar laws affecting 
the rights of creditors generally and by general principles of equity applied in the exercise or judicial 
discretion. 

Loss of Tax Exemption 

As discussed in this Official Statement under the caption “TAX MATTERS,” interest on the Bonds 
could become includable in gross income for purposes of federal income taxation retroactive to the date the 
Bonds were issued, as a result of future acts or omissions of the City in violation of its covenants in the 
Indenture.  Should such an event of taxability occur, the Bonds are not subject to a special redemption and 
will remain outstanding until maturity or until redeemed under one of the other redemption provisions 
contained in the Indenture. 

The Internal Revenue Service (the “IRS”) has initiated an expanded program for the auditing of 
tax-exempt bond issues, including both random and targeted audits.  It is possible that the Bonds will be 
selected for audit by the IRS.  It is also possible that the market value of the Bonds might be affected as a 
result of such an audit of the Bonds (or by an audit of similar bonds).  No assurance can be given that in the 
course of an audit, as a result of an audit, or otherwise, the United States Congress or the IRS might not 
change the Tax Code (or interpretation thereof) subsequent to the issuance of the Bonds to the extent that 
it adversely affects the exclusion from gross income of interest on the Bonds or their market value. 

Absence of Market for the Bonds 

There can be no assurance that there will ever be a secondary market for purchase or sale of the 
Bonds, and from time to time there may be no market for them, depending upon prevailing market 
conditions, the financial condition or market position of firms that may make the secondary market, and the 
financial condition of the City. 

Risks Associated With Bond Insurance 

In the event that the City defaults in the payment of principal or interest on the Bonds when due, 
the Owners of the Bonds will have a claim under the Insurance Policy for such payments.  See the caption 
“BOND INSURANCE.”  In the event that the Insurer becomes obligated to make payments with respect to 
the Bonds, no assurance can be given that such event will not adversely affect the market for the Bonds.  In 
the event that the Insurer is unable to make payments of principal or interest on the Bonds when due under 
the Insurance Policy, the Bonds will be payable solely from Net Revenues and amounts held in certain 
funds and accounts established under the Indenture, as described under the caption “SECURITY FOR THE 
BONDS.” 

The insured long-term rating on the Bonds is dependent in part on the financial strength of the 
Insurer and its claims-paying ability.  The Insurer’s financial strength and claims-paying ability are 
predicated upon a number of factors which could change over time.  If the long-term ratings of the Insurer 
are lowered, such event could adversely affect the market for the Bonds.  See the caption “RATINGS.” 

Neither the City nor the Underwriter has made an independent investigation of the claims-paying 
ability of the Insurer, and no assurance or representation regarding the financial strength or projected 
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financial strength of the Insurer is being made by the City or the Underwriter in this Official Statement.  
Therefore, when making an investment decision with respect to the Bonds, potential investors should 
carefully consider the ability of the City to pay principal and interest on the Bonds, assuming that the 
Insurance Policy is not available to pay principal and interest on the Bonds, and the claims-paying ability 
of the Insurer through final maturity of the Bonds. 

So long as the Insurance Policy remains in effect and the Insurer is not in default of its obligations 
thereunder, the Insurer has certain notice, consent and other rights under the Indenture and will have the 
right to control all remedies in the event of a default under the Indenture.  The Insurer is not required to 
obtain the consent of the Owners of the Bonds with respect to the exercise of remedies. 

TAX MATTERS 

General Matters 

In the opinion of Kutak Rock LLP, Bond Counsel, under existing laws, regulations, rulings and 
judicial decisions, interest on the Bonds (including any original issue discount properly allocable to the 
owner of a Bond) is excludable from gross income for federal income tax purposes and is not a specific 
preference item for purposes of the federal alternative minimum tax.  The opinion described above assumes 
the accuracy of certain representations and compliance by the City with covenants designed to satisfy the 
requirements of the Code that must be met subsequent to the issuance of the Bonds.  Failure to comply with 
such requirements could cause interest on the Bonds to be included in gross income for federal income tax 
purposes retroactive to the date of issuance of the Bonds.  The City has covenanted to comply with such 
requirements.  Bond Counsel has expressed no opinion regarding other federal tax consequences arising 
with respect to the Bonds.  

The accrual or receipt of interest on the Bonds may otherwise affect the federal income tax liability 
of the owners of the Bonds.  The extent of these other tax consequences will depend on such owners’ 
particular tax status and other items of income or deduction.  Bond Counsel has expressed no opinion 
regarding any such consequences.  Purchasers of the Bonds, particularly purchasers that are corporations 
(including S corporations and foreign corporations operating branches in the United States of America), 
property or casualty insurance companies, banks, thrifts or other financial institutions, certain recipients of 
social security or railroad retirement benefits, taxpayers entitled to claim the earned income credit, 
taxpayers entitled to claim the refundable credit in Section 36B of the Code for coverage under a qualified 
health plan or taxpayers who may be deemed to have incurred or continued indebtedness to purchase or 
carry tax-exempt obligations, should consult their tax advisors as to the tax consequences of purchasing or 
owning the Bonds. 

Bond Counsel is also of the opinion that interest on the Bonds is exempt from State of California 
personal income taxes.  Bond Counsel has expressed no opinion regarding other tax consequences arising 
with respect to the Bonds under the laws of the State of Colorado or any other state or jurisdiction. 

A copy of the form of opinion of Bond Counsel is attached hereto as Appendix A. 

Original Issue Discount 

The Bonds that have an original yield above their respective interest rates, as shown on the inside 
cover of this Official Statement (collectively, the “Discount Bonds”), are being sold at an original issue 
discount.  The difference between the initial public offering prices of such Discount Bonds and their stated 
amounts to be paid at maturity constitutes original issue discount treated in the same manner for federal 
income tax purposes as interest, as described above. 
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The amount of original issue discount that is treated as having accrued with respect to a Discount 
Bond or is otherwise required to be recognized in gross income is added to the cost basis of the owner of 
the bond in determining, for federal income tax purposes, gain or loss upon disposition of such Discount 
Bond (including its sale, redemption or payment at maturity).  Amounts received on disposition of such 
Discount Bond that are attributable to accrued or otherwise recognized original issue discount will be 
treated as tax-exempt interest, rather than as taxable gain, for federal income tax purposes. 

Original issue discount is treated as compounding semiannually, at a rate determined by reference 
to the yield to maturity of each individual Discount Bond, on days that are determined by reference to the 
maturity date of such Discount Bond.  The amount treated as original issue discount on such Discount Bond 
for a particular semiannual accrual period is equal to (a) the product of (i) the yield to maturity for such 
Discount Bond (determined by compounding at the close of each accrual period) and (ii) the amount that 
would have been the tax basis of such Discount Bond at the beginning of the particular accrual period if 
held by the original purchaser, less (b) the amount of any interest payable for such Discount Bond during 
the accrual period.  The tax basis for purposes of the preceding sentence is determined by adding to the 
initial public offering price on such Discount Bond the sum of the amounts that have been treated as original 
issue discount for such purposes during all prior periods.  If such Discount Bond is sold between semiannual 
compounding dates, original issue discount that would have been accrued for that semiannual compounding 
period for federal income tax purposes is to be apportioned in equal amounts among the days in such 
compounding period.   

Owners of Discount Bonds should consult their tax advisors with respect to the determination and 
treatment of original issue discount accrued as of any date, with respect to when such original issue discount 
must be recognized as an item of gross income and with respect to the state and local tax consequences of 
owning a Discount Bond.  Subsequent purchasers of Discount Bonds that purchase such bonds for a price 
that is higher or lower than the “adjusted issue price” of the bonds at the time of purchase should consult 
their tax advisors as to the effect on the accrual of original issue discount. 

Original Issue Premium 

The Bonds that have an original yield below their respective interest rates, as shown on the inside 
cover of this Official Statement (collectively, the “Premium Bonds”), are being sold at a premium.  An 
amount equal to the excess of the issue price of a Premium Bond over its stated redemption price at maturity 
constitutes premium on such Premium Bond.  A purchaser of a Premium Bond must amortize any premium 
over such Premium Bond’s term using constant yield principles, based on the purchaser’s yield to maturity 
(or, in the case of Premium Bonds callable prior to their maturity, generally by amortizing the premium to 
the call date, based on the purchaser’s yield to the call date and giving effect to any call premium).  As 
premium is amortized, the amount of the amortization offsets a corresponding amount of interest for the 
period, and the purchaser’s basis in such Premium Bond is reduced by a corresponding amount resulting in 
an increase in the gain (or decrease in the loss) to be recognized for federal income tax purposes upon a 
sale or disposition of such Premium Bond prior to its maturity.  Even though the purchaser’s basis may be 
reduced, no federal income tax deduction is allowed.  Purchasers of the Premium Bonds should consult 
their tax advisors with respect to the determination and treatment of premium for federal income tax 
purposes and with respect to the state and local tax consequences of owning a Premium Bond.

Recognition of Income Generally 

Section 451 of the Code was amended by Pub. L. No. 115-97, enacted December 22, 2017 
(sometimes referred to as the Tax Cuts and Jobs Act), to provide that taxpayers using an accrual method of 
accounting for federal income tax purposes generally will be required to include certain amounts in income, 
including original issue discount, no later than the time such amounts are reflected on certain financial 
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statements of such taxpayer.  The application of this rule may require the accrual of income earlier than 
would have been the case prior to the amendment of Section 451 of the Code.  Investors should consult 
their own tax advisors regarding the application of this rule and its impact on the timing of the recognition 
of income related to the Bonds under the Code. 

Backup Withholding 

As a result of the enactment of the Tax Increase Prevention and Reconciliation Act of 2005, interest 
on tax-exempt obligations such as the Bonds is subject to information reporting in a manner similar to 
interest paid on taxable obligations.  Backup withholding may be imposed on payments to any owner of the 
Bonds that fails to provide certain required information including an accurate taxpayer identification 
number to any person required to collect such information pursuant to Section 6049 of the Code.  The 
reporting requirement does not in and of itself affect or alter the excludability of interest on the Bonds from 
gross income for federal income tax purposes or any other federal tax consequence of purchasing, holding 
or selling tax-exempt obligations. 

Changes in Federal and State Tax Law 

From time to time, there are legislative proposals in the Congress and in the states that, if enacted, 
could alter or amend the federal and state tax matters referred to under this heading “TAX MATTERS” or 
adversely affect the market value of the Bonds.  It cannot be predicted whether or in what form any such 
proposal might be enacted or whether if enacted it would apply to bonds issued prior to enactment.  In 
addition, regulatory actions are from time to time announced or proposed and litigation is threatened or 
commenced which, if implemented or concluded in a particular manner, could adversely affect the market 
value of the Bonds.  It cannot be predicted whether any such regulatory action will be implemented, how 
any particular litigation or judicial action will be resolved, or whether the Bonds or the market value thereof 
would be impacted thereby.  Purchasers of the Bonds should consult their tax advisors regarding any 
pending or proposed legislation, regulatory initiatives or litigation.  The opinions expressed by Bond 
Counsel are based on existing legislation and regulations as interpreted by relevant judicial and regulatory 
authorities as of the date of issuance and delivery of the Bonds, and Bond Counsel has expressed no opinion 
as of any date subsequent thereto or with respect to any pending legislation, regulatory initiatives or 
litigation. 

PROSPECTIVE PURCHASERS OF THE BONDS ARE ADVISED TO CONSULT THEIR 
OWN TAX ADVISORS PRIOR TO ANY PURCHASE OF THE BONDS AS TO THE IMPACT OF 
THE CODE UPON THEIR ACQUISITION, HOLDING OR DISPOSITION OF THE BONDS. 

CONTINUING DISCLOSURE 

Current Undertaking.  The City has covenanted for the benefit of the owners of the Bonds to 
provide certain financial information and operating data relating to the Bonds to the Municipal Securities 
Rulemaking Board (the “MSRB”) by not later than March 31 of each year (the “Annual Report Filing 
Deadline”), commencing March 31, 2021, with respect to the City’s most-recently-ended Fiscal Year (such 
financial information, the “Annual Report”) and to provide notices of the occurrence of certain enumerated 
events so long as the Bonds are outstanding.  The Annual Report and notices of events will be filed by the 
City with the MSRB, as repository, and in accordance with the requirements of Securities Exchange 
Commission Rule 15c2-12(b)(5) (the “Rule”). 

The above covenants with respect to continuing disclosure have been made in order to assist the 
Underwriter in complying with the Rule.  The specific nature of the information to be contained in the 
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Annual Report or the notices of enumerated events is set forth in “APPENDIX E—FORM OF 
CONTINUING DISCLOSURE CERTIFICATE.” 

Previous Undertakings.  During the last five years, the Successor Agency to the Community 
Development Agency of the City of Willits failed to comply in certain respects with continuing disclosure 
obligations related to outstanding bonded indebtedness. Such failures to comply included the failure to file 
on a timely basis the City’s audited financial statements and the failure to file on a timely basis certain 
required annual operating data.  The bonds that were subject to this continuing disclosure obligation are no 
longer outstanding and the Successor Agency to the Community Development Agency of the City of Willits 
is no longer under any current continuing disclosure obligations. 

Subsequently, the City has engaged NHA Advisors, LLC, as its dissemination agent, to ensure 
future compliance with its continuing disclosure undertakings.  The City believes that it has implemented 
sufficient policies and procedures in order to ensure the timely and correct filing of future Annual Reports 
and notices of enumerated events required under its existing continuing disclosure obligations, including 
the obligation pertaining to the Bonds. 

NO LITIGATION 

There is no action, suit or proceeding known to be pending or threatened, restraining or enjoining 
the issuance or delivery of the Bonds, the Indenture, or in any way contesting or affecting the validity of 
the foregoing or any proceedings of the City taken with respect to any of the foregoing.  The City is not 
aware of any litigation pending or threatened questioning the existence or powers of the City or the ability 
of the City to pay Debt Service Payments. 

Although the City is subject to a number of lawsuits in the ordinary conduct of its affairs, there are 
no claims or actions, threatened or pending, which, if determined against the City, either individually or in 
the aggregate, would have a material adverse effect on the financial conditions of the Wastewater System 
or the Revenue Fund. 

CONCLUDING INFORMATION 

Underwriting 

The City has agreed to sell the Bonds to Hilltop Securities Inc. (the “Underwriter”).  The 
Underwriter has agreed, subject to certain conditions, to purchase the Bonds at a purchase price of $______ 
(the principal amount of the Bonds, [plus/minus] [net] original issue [premium/discount] of $______ and 
less an underwriting discount of $_____).  The obligations of the Underwriter are subject to certain 
conditions precedent, and it will be obligated to purchase all such Bonds if any such Bonds are purchased.  
The Underwriter intends to offer the Bonds to the public initially at the prices and/or yield set forth on the 
cover page of this Official Statement, which prices or yields may subsequently change without any 
requirement of prior notice. 

The Underwriter reserves the right to join with dealers and other underwriters in offering the Bonds 
to the public.  The Underwriter may offer and sell Bonds to certain dealers (including dealers depositing 
Bonds into investment trusts) at prices lower than the public offering prices, and such dealers may reallow 
any such discounts on sales to other dealers.  In reoffering Bonds to the public, the Underwriter may 
overallot or effect transactions which stabilize or maintain the market prices for Bonds at levels above those 
which might otherwise prevail.  Such stabilization, if commenced, may be discontinued at any time. 
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Ratings 

S&P is expected to assign its municipal bond rating of “AA” to the Bonds, with the understanding 
that upon delivery of the Bonds, the Insurance Policy insuring the payment when due of the principal of 
and interest on the Bonds will be issued by the Insurer.  In addition, S&P has assigned its underlying 
municipal bond rating of “A-” to the Bonds, notwithstanding the delivery of the Insurance Policy.  Such 
ratings reflects only the views of the ratings agency and any desired explanation of the significance of such 
ratings should be obtained from S&P at the following address: S&P Global Ratings, a Standard & Poor’s 
Financial Services LLC business, 45th Floor, 55 Water Street, New York, New York 10041.  Generally, a 
rating agency bases its rating on the information and materials furnished to it and on investigations, studies 
and assumptions of its own.  There is no assurance that any rating will continue for any given period of 
time or that it will not be revised downward or withdrawn entirely by such rating agency, if, in the judgment 
of such rating agency, circumstances so warrant.  The City undertakes no responsibility to oppose any such 
revision or withdrawal. Any such downward revision or withdrawal of such rating may have an adverse 
effect on the market price of the Bonds. 

The City has covenanted in a Continuing Disclosure Certificate to file notices of any rating changes 
on the Bonds with EMMA. See the caption “CONTINUING DISCLOSURE” and Appendix E.  
Notwithstanding such covenant, information relating to rating changes on the Bonds may be publicly 
available from the rating agencies prior to such information being provided to the City and prior to the date 
by which the City is obligated to file a notice of rating change.  Purchasers of the Bonds are directed to the 
rating agencies and their respective websites and official media outlets for the most current ratings with 
respect to the Bonds after the initial issuance of the Bonds. 

In providing a rating on the Bonds, S&P may have performed independent calculations of coverage 
ratios using its own internal formulas and methodology, which may not reflect the provisions of the 
Indenture.  The City makes no representations as to any such calculations, and such calculations should not 
be construed as a representation by the City as to past or future compliance with any financial covenants, 
the availability of particular revenues for the payment of debt service or for any other purpose. 

Legal Opinions 

All legal matters in connection with the issuance of the Bonds are subject to the approval of Kutak 
Rock LLP, Irvine, California, as Bond Counsel.  A copy of the approving opinion of Bond Counsel will be 
provided to the registered owners of the Bonds, and the form of such opinion is attached hereto as 
Appendix D.  Certain legal matters will be passed upon for the City by the City Attorney, Jim Lance, Willits, 
California and by Kutak Rock LLP, Irvine, California, Disclosure Counsel.  The Underwriter is being 
represented by its counsel, The Weist Law Firm, Los Gatos, California.   

Municipal Advisor 

The City has retained NHA Advisors, San Rafael, California as municipal advisor (the “Municipal 
Advisor”) in connection with the preparation of this Official Statement and with respect to the delivery of 
the Bonds.  The Municipal Advisor is not obligated to undertake, and has not undertaken to make, an 
independent verification or to assume any responsibility for the accuracy, completeness of fairness of the 
information contained in this Official Statement.  The Municipal Advisor is an independent advisory firm 
and is not engaged in the business of underwriting, trading, or distributing municipal or other public 
securities. 

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

Professional Fees 

In connection with the execution and delivery of the Bonds, fees payable to Bond Counsel, 
Disclosure Counsel, the Underwriter, Underwriter’s Counsel, the Municipal Advisor and the Trustee are 
contingent upon the execution and delivery of the Bonds. 

Verification of Mathematical Computations 

Upon delivery of the Bonds, the Verification Agent will deliver its independent certified public 
accountants’ verification report on the mathematical accuracy of certain computations, contained in 
schedules provided to it which were prepared on behalf of the City by the Underwriter, relating to the 
adequacy of the moneys and securities on deposit in the Escrow Fund, to pay the Escrow Requirement 
through the Prepayment Date. 

The report of the Verification Agent will include the statement that the scope of its engagement is 
limited to verifying the mathematical accuracy of the computations contained in such schedules provided 
to them, and that it has no obligation to update its report because of events occurring, or data or information 
coming to its attention, subsequent to the date of its report. 

Miscellaneous 

Some of the data contained herein has been taken or constructed from City records.  Appropriate 
officials of the City, acting in their official capacities, have reviewed this Official Statement and have 
determined that, as of the date hereof, the information contained herein is, to the best of their knowledge 
and belief, true and correct in all material respects and does not contain an untrue statement of a material 
fact or omit to state a material fact necessary in order to make the statements made herein, in light of the 
circumstances under which they were made, not misleading. The execution and delivery of this Official 
Statement has been duly authorized by the City Council. 

CITY OF WILLITS, CALIFORNIA 

By  
Stephanie Garrabrant-Sierra, 
City Manager  



APPENDIX A 

SUMMARY OF THE INDENTURE 

Definitions 

“Authorized Officer” means, with respect to the City, its Mayor, the City Manager, or the Deputy 
City Manager/City Clerk, Finance Director/City Treasurer or any other person designated as an Authorized 
Officer of the City by a Written Certificate of the City signed by its Mayor, City Manager, or Deputy City 
Manager/City Clerk, Finance Director/City Treasurer and filed with the Trustee. 

“Bond Counsel” means Kutak Rock LLP or any other attorney or firm of attorneys appointed by 
and acceptable to the City, of nationally-recognized experience in the execution and delivery of obligations 
the interest in which is excludable from gross income for federal income tax purposes under the Code. 

“Bond Insurer” means Assured Guaranty Municipal Corp., a New York stock insurance company, 
or any successor thereto or assignee thereof. 

“Bond Insurer Default” means (a) the Bond Insurer shall be in payment default under the Bond 
Insurance Policy and such failure shall continue for three business days, or (b) any material provision of 
the Bond Insurance Policy shall be held to be invalid by a final, non-appealable order of a court of competent 
jurisdiction, or the validity or enforceability thereof shall be contested by the Bond Insurer. 

“Bond Insurance Policy” means the insurance policy issued by the Bond Insurer guaranteeing the 
scheduled payment of the principal of and interest on the Bonds when due. 

“Bond Reserve Policy” means the Municipal Bond Debt Service Reserve Insurance Policy, and any 
Endorsement thereto, issued by the Bond Insurer under which claims may be made in order to provide 
moneys in the Reserve Fund available for the purposes thereof. 

“Bond Year” means the period from the Closing Date through November 1, 2020, and thereafter 
the twelve-month period commencing on November 2 of each year through and including November 1 of 
the following year. 

“Business Day” means any day other than a Saturday, Sunday or legal holiday or a day on which 
banks are authorized to be closed for business in California or on which the Trust Office is authorized to 
be closed. 

“Certificate of the City” means an instrument in writing signed by an Authorized Officer. 

“City” means the City of Willits, California, a municipal corporation duly organized and existing 
under the Constitution and laws of the State of California, and its successors and assigns. 

“Code” means the Internal Revenue Code of 1986, as amended.  Each reference to a section of the 
Code in the Indenture shall be deemed to include the United States Treasury Regulations, including 
temporary and proposed regulations relating to such section which are applicable to the Certificates or the 
use of the proceeds thereof. 

“Contracts” means all contracts of the City previously or hereafter authorized and executed by the 
City, the payments under which are payable from Net Revenues on a parity with the Bonds and which are 
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secured by a pledge and lien on Net Revenues as described herein, including the Existing Parity Obligations; 
but excluding contracts entered into for operation and maintenance of the Wastewater System. 

“Debt Service” means, for any Bond Year, the sum of (a) the interest falling due during such Bond 
Year on all Obligations that are outstanding under the documents or agreements pursuant to which they 
were issued, assuming that all outstanding serial Obligations are retired as scheduled and that all 
outstanding term Obligations are redeemed from sinking fund payments as scheduled (except to the extent 
that such interest has been fully capitalized and is invested in Federal Securities that mature at times and in 
such amounts as are necessary to pay the interest to which such amounts are pledged); (b) the principal 
amount coming due on all serial Obligations that are outstanding under the documents or agreements 
pursuant to which they were issued falling due by their terms during such Bond Year; and (c) the minimum 
amount of term Obligations that are outstanding under the documents or agreements pursuant to which they 
were issued required to be paid or called and redeemed during such Bond Year, together with the 
redemption premiums, if any, thereon; provided that, (i) whenever interest as described herein accrues at 
other than a fixed rate, such interest shall be assumed to be a rate equal to the greater of (A) the actual rate 
on the date of calculation, or if the Obligations are not yet outstanding, the initial rate (if established and 
binding); (B) if the Obligations have been outstanding for at least 12 months, the average rate over the 12 
months immediately preceding the date of calculation; and (C) (1) if interest on the Obligations is 
excludable from gross income under the applicable provisions of the Code, the most recently published The 
Bond Buyer Bond Revenue Index (or comparable index if no longer published) plus 150 basis points; or 
(2) if interest is not so excludable, the interest rate on direct U.S. Treasury Obligations with comparable 
maturities, plus 150 basis points; and (ii) for purposes of calculating the Debt Service on any Obligations 
requiring a balloon payment at maturity, such interest shall be assumed to be a rate equal to the greater of 
(A) the actual rate on the date of calculation; or (B) 6%, and the principal shall be assumed to be fully 
amortized, solved for substantially level debt service, over a period of 15 years from the date of calculation. 

“Debt Service Payments” means the payments of Debt Service on the Bonds due under the 
Indenture. 

“Due Date” means the fifteenth day of the month prior to each Interest Payment Date. 

“Existing Parity Obligations” means City’s obligations under the Loan Agreement, dated as of 
December 1, 2015, by and between the City and TPB Investments, Inc. 

“Event of Default” means an event of default described in the Indenture. 

“Federal Securities” means (a) direct obligations (other than an obligation subject to variation in 
principal repayment) of the United States of America; (b) obligations fully and unconditionally guaranteed 
as to timely payment of the interest and principal by the United States of America; (c) obligations of any 
agency or instrumentality of the United States of America as to which the timely payment of the interest on 
and the principal of such obligations is backed by the full faith and credit of the United States of America; 
or (d) evidences of ownership of proportionate interests in future interest and principal payments on 
obligations described above held by a bank or trust company as custodian, under which the owner of the 
investment is the real party in interest and has the right to proceed directly and individually against the 
obligor and the underlying government obligations are not available to any person claiming through the 
custodian or to whom the custodian may be obligated. 

“Fiscal Year” means the 12 calendar month period commencing on July 1 and terminating on 
June 30 of each year, or any other annual accounting period hereafter selected and designated by the City 
as its Fiscal Year in accordance with applicable law. 



A-3 

“Generally Accepted Accounting Principles” means the uniform accounting and reporting 
procedures prescribed by the California State Controller or his successor for cities in the State of California, 
or failing the prescription of such procedures means generally accepted accounting principles as presented 
and recommended by the American Institute of Certified Public Accountants or its successor, or by the 
National Council on Governmental Accounting or its successor, or by any other generally accepted 
authority on such principles. 

“Independent Certified Public Accountant” means any firm of certified public accountants 
appointed by the City that is independent according to the Statement of Auditing Standards No. 1 of the 
American Institute of Certified Public Accountants. 

“Interest Payment Date” means each May 1 and November 1, commencing November 1, 2020. 

“Moody’s” means Moody’s Investors Service, Inc., its successors and assigns. 

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

“Outstanding” means, when used as of any particular time with reference to Bonds, all Bonds 
except: 

(a) Bonds canceled by the Trustee; 

(b) Bonds paid or deemed to have been paid; and 

(c) Bonds in lieu of or in substitution for which replacement Bonds shall have been 
executed and delivered under the Indenture. 

“Owner” or “Bondowner” means the registered owner of any Outstanding Bond. 

“Parity Obligations” means all other bonds, notes, loan agreements, installment sale agreements, 
leases, or other obligations of the City payable from and secured by a pledge of and lien upon any of the 
Net Revenues incurred on a parity with the Bonds and the Existing Obligations, issued in accordance with 
the Indenture. 

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

(a) direct obligations of the United States of America (including obligations issued or 
held in book-entry form on the books of the Department of the Treasury, but excluding CATS and 
TIGRS) or obligations the principal of and interest on which are unconditionally guaranteed by the 
United States of America; 

(b) bonds, debentures, notes or other evidence of indebtedness issued or guaranteed 
by any of the following federal agencies and provided such obligations are backed by the full faith 
and credit of the United States of America (stripped securities are only permitted if they have been 
stripped by the agency itself): 
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‒Farmers Home Administration (“FmHA”) 
‒Certificates of beneficial ownership 

‒Federal Housing Administration Debentures (“FHA”) 

‒General Services Administration 
‒Participation certificates 

‒Government National Mortgage Association (“GNMA” or “Ginnie Mae”) 
‒GNMA – guaranteed mortgage-backed bonds 
‒GNMA – guaranteed pass-through obligations (participation certificates) 
(not acceptable for certain cash-flow sensitive issues.) 

‒U.S. Maritime Administration 
‒Guaranteed Title XI financing 

‒U.S. Department of Housing and Urban Development (HUD) 
‒Project Notes 
‒Local District Bonds 
‒New Communities Debentures – U.S. Government guaranteed 

debentures 
‒U.S. Public Housing Notes and Bonds – U.S. Government guaranteed 
‒public housing notes and bonds; 

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

–Federal Home Loan Bank System 
–Senior debt obligations 

–Federal Home Loan Mortgage Corporation (FHLMC or “Freddie Mac”) 
–Participation certificates 
–Senior debt obligations 

–Federal National Mortgage Association (FNMA or “Fannie Mae”) 
–Mortgage-backed securities and senior debt obligations 

–Resolution Funding Corp. (REFCORP) obligations 

–Farm Credit System 
–Consolidated system-wide bonds and notes 

–Federal Agriculture Mortgage Association 

–Tennessee Valley District; 

(d) money market mutual funds registered under the Federal Investment Company Act 
of 1940, whose shares are registered under the Federal Securities Act of 1933, and having a rating 
by S&P of “AAAm-G,” “AAA-m,” or “AA-m” and if rated by Moody’s rated “Aaa,” “Aa1” or 
“Aa2,” including funds for which the Trustee, its parent holding company, if any, or any affiliates 
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or subsidiaries of the Trustee receive and retain a fee for services provided to the fund, whether as 
investment advisor, custodian, transfer agent or otherwise; 

(e) certificates of deposit secured at all times by collateral described in clause(s) (a) 
and/or (b) above.  Such certificates must be issued by commercial banks, savings and loan 
associations or mutual savings banks including the Trustee and its affiliates.  The collateral must 
be held by a third party and the Owners must have a perfected first security interest in the collateral. 
Unsecured certificates of deposit, time deposits, money market deposits, demand deposits and 
bankers’ acceptances of any bank (including those of the Trustee, its parent and its affiliates) the 
short-term obligations of which are rated on the date of purchase in one of the two highest rating 
categories by S&P and by Moody’s; 

(f) certificates of deposit (including those placed by a third party pursuant to a separate 
agreement between the City and the Trustee, trust funds, trust accounts, time deposits, bank deposit 
products, overnight bank deposits, interest bearing money market accounts, interest bearing 
deposits, bankers acceptance, savings accounts, deposit accounts or money market deposits 
(including those of the Trustee or any of its affiliates) which are fully insured by FDIC; 

(g) investment agreements, including GICs, forward purchase agreements and reserve 
fund put agreements; 

(h) commercial paper rated, at the time of purchase, “Prime-1” by Moody’s and “A-1” 
or better by S&P; 

(i) bonds or notes issued by any state or municipality which are rated by Moody’s and 
S&P in one of the two highest rating categories assigned by such agencies; 

(j) bank deposit products, bank deposit accounts, federal funds or bankers acceptances 
with a maximum term of one year of any bank (including the Trustee or any of its affiliates) which 
has an unsecured, uninsured and unguaranteed obligation rating of “Prime-1” or “A2” or better by 
Moody’s and “A-1” or “A” or better by S&P; 

(k) repurchase or reverse repurchase agreements for 30 days or less (including those 
of the Trustee or any of its affiliates) must follow the following criteria: repurchase or reverse 
repurchase agreements that provide for the transfer of securities from a dealer bank or securities 
firm (seller/borrower) to the Trustee (buyer/lender), and the transfer of cash from the Trustee to the 
dealer bank or securities firm with an agreement that the dealer bank or securities firm will repay 
the cash plus a yield to the Trustee in exchange for the securities at a specified date; 

(l) Asset-backed Securities.  As authorized in Government Code Section 53601(n), 
investment in any equipment lease-backed certificate, consumer receivable pass-through certificate 
or consumer receivable-backed bond with a maximum remaining final maturity of five years.  
Purchases will be restricted to securities with an expected weighted average life not to exceed three 
years.  Securities eligible for investment under this subdivision shall be rated “AAA” by a 
nationally recognized rating service; 

(m) Mortgage-backed Securities.  As authorized in Government Code Section 
53601(n), investment in any mortgage pass-through security, collateralized mortgage obligation, 
mortgage-backed or other pay-through bond, with a maximum remaining final maturity of five 
years.  Purchases will be restricted to securities with an expected weighted average life not to 
exceed three years.  Securities eligible for investment under this subdivision shall be rated “AAA” 
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by a nationally recognized rating service.  Purchases of asset-backed and mortgage-backed 
securities may not exceed 20% of the City’s portfolio in total; 

(n) Medium-term Notes.  Corporate notes issued by corporations organized and 
operating within the United States with a rating of “A” or higher at the time of purchase by a 
nationally recognized rating service and with a maximum remaining maturity of no more than three 
years after the date of purchase; 

(o) the Local Agency Investment Fund created pursuant to Section 16429.1 of the 
California Government Code, to the extent the Trustee is authorized to register such investment in 
its name; 

(p) shares in a California common law trust established pursuant to Title 1, Division 7, 
Chapter 5 of the Government Code of the State of California which invests exclusively in 
investments permitted by Section 53601 of Title 5, Division 2, Chapter 4 of the Government Code 
of California, as it may be amended; and 

(q) the Mendocino County Pooled Investment Fund. 

“Principal Office” means the corporate trust office of the Trustee currently located in 
San Francisco, California, except that solely for the purposes of the surrender or presentation of Bonds for 
payment, transfer or exchange, such office shall be the designated corporate trust agency or operations 
office of the Trustee, or such other office designated by the Trustee from time to time. 

“Prior Issuer” means the City of Willits Public Facilities Corporation. 

“Rate Stabilization Fund” means the fund of that name established by the City under the Indenture. 

“Record Date” means the fifteenth day of the calendar month prior to an Interest Payment Date. 

“Reserve Fund” means the fund by that name established under the Indenture. 

“Reserve Requirement” means, as of any date of calculation, the lesser of (a) 10% of the initial 
offering price of the Bonds to the public, (b) an amount equal to maximum annual debt service on the Bonds 
payable by the City between the date of such calculation and the final maturity of the Bonds, or (c) 125% 
of average annual debt service on the Bonds payable under the Indenture. 

“Responsible Officer” means any officer of the Trustee assigned by the Trustee to administer the 
trusts established under the Indenture. 

“Revenue Fund” means the fund by that name established in the Indenture. 

“S&P” means S&P Global Ratings, a business unit of Standard & Poor’s Financial Services LLC, 
its successors and assigns. 

“State” means the State of California. 

“Subordinate Debt” means indebtedness or other obligations (including leases, installment sale 
agreements, bonds or contracts) hereafter issued or incurred and secured by a pledge of and lien on Net 
Revenues subordinate to the Bonds and the Parity Obligations. 
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“Trust Office” means the office of the Trustee designated in the Indenture, except that solely for 
the purposes of the surrender or presentation of Bonds for payment, transfer or exchange, such office shall 
be the designated corporate trust agency or operations office of the Trustee, and such other offices as the 
Trustee may designate from time to time. 

“Trustee” means U.S. Bank National Association, a national banking association duly organized 
and existing under and by virtue of the laws of the United States of America, or its successor or any other 
bank or trust company which may at any time be substituted in its place as provided in the Indenture. 

“Wastewater System” means collectively, the entire system of the City for the collection, 
conveyance, treatment and disposal of wastewater within the service area of the City, now owned or 
operated by the City, and all other properties, structures or works hereafter acquired and constructed by the 
City and determined to be a part of the Wastewater System, including, but not limited to, any and all 
properties and assets, real and personal, tangible and intangible, of the City, now or hereafter existing, used 
or pertaining to the collection, conveyance, treatment and disposal of wastewater, including all pipes, 
valves, machinery and all other appurtenances necessary, useful or convenient for the collection, 
conveyance, treatment and disposal of wastewater, and any necessary lands, rights of way and other real or 
personal property useful in connection therewith, and all additions, extensions, expansions, improvements 
and betterments thereto and equipping thereof; provided, however, that to the extent the City is not the sole 
owner of an asset or property, only the City’s ownership interest in such asset or property shall be 
considered to be part of the Wastewater System. 

Transfer and Exchange of Bonds 

Subject to the Indenture, each Bond shall be transferable only upon a register of the names of each 
Owner (the “Bond Register”), which shall be kept for that purpose at the Trust Office, by the Owner thereof 
in person or by his or her attorney duly authorized in writing, upon surrender thereof together with a written 
instrument of transfer satisfactory to the Trustee duly executed by the Owner or his or her duly authorized 
attorney.  Upon the transfer of any such Bond, the Trustee shall provide in the name of the transferee, a 
new Bond or Bonds, of the same aggregate principal amount, interest rate and maturity as the surrendered 
Bonds (unless there has occurred a partial redemption of such Bond, in which case the principal amount of 
the new Bond shall be equal to the unredeemed principal amount of the Bond submitted for transfer). 

Bonds Mutilated, Destroyed, Lost or Stolen 

If any Bond shall become mutilated, the Trustee, at the expense of the Owner of said Bond, shall 
authenticate and deliver a new Bond of like tenor in exchange and substitution for the Bond so mutilated, 
but only upon surrender to the Trustee of the Bond so mutilated.  If any Bond shall be lost, destroyed or 
stolen, evidence of such loss, destruction or theft shall be submitted to the Trustee, and, if such evidence is 
satisfactory to the Trustee and if an indemnity satisfactory to the Trustee shall be given, the Trustee, at the 
expense of the Owner, shall authenticate and deliver a new Bond of like tenor and numbered as the Trustee 
shall determine in lieu of and in substitution for the Bond so lost, destroyed or stolen. 

Payment of Debt Service 

All of the Net Revenues are pledged under the Indenture for the payment of Parity Obligations, 
including the Bonds, and all moneys on deposit in the Payment Fund and the Redemption Account 
established under the Indenture are irrevocably pledged, charged and assigned to the punctual payment of 
the Bonds.  Such pledge, charge and assignment shall constitute a first lien on the Net Revenues and such 
other moneys for the payment of the Debt Service Payments, the Bonds and any Parity Obligations in 
accordance with the terms of the Indenture. 
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The City’s obligation to pay the Debt Service Payments and any other amounts coming due and 
payable under the Indenture shall be a special obligation of the City limited solely to the Net Revenues.  
Under no circumstances shall the City be required to advance moneys derived from any source of income 
other than the Net Revenues and other sources specifically identified in the Indenture for the payment of 
the Debt Service Payments and the Bonds, nor shall any other funds or property of the City be liable for the 
payment of the Debt Service Payments, the Bonds or any other amounts coming due and payable under the 
Indenture. 

The obligations of the City to make the Debt Service Payments from Net Revenues and to perform 
and observe the other agreements contained herein shall be absolute and unconditional and shall not be 
subject to any defense or any right of setoff, counterclaim or recoupment arising out of any breach of the 
City or the Trustee of any obligation to the City or otherwise with respect to the Wastewater System, 
whether under the Indenture or otherwise, or out of indebtedness or liability at any time owing to the City 
by the Trustee. The City acknowledges that its obligation to make Debt Service Payments under the 
Indenture is absolute and unconditional, free of deductions and without abatement, offset, recoupment, 
diminution or set-off whatsoever.  Until such time as all of the Debt Service Payments and all other amounts 
coming due and payable under the Indenture shall have been fully paid or prepaid, the City (a) will not 
suspend or discontinue payment of any Debt Service Payments from Net Revenues or such other amounts 
with respect to the Bonds, (b) will perform and observe all other agreements contained in the Indenture, 
and (c) will not terminate the Indenture for any cause, including, without limiting the generality of the 
foregoing, the occurrence of any acts or circumstances that may constitute failure of consideration, eviction 
or constructive eviction, destruction of or damage to the Wastewater System, sale of the Wastewater 
System, the taking by eminent domain of title to or temporary use of any component of the Wastewater 
System, commercial frustration of purpose, any change in the tax or other laws of the United States of 
America or the State or any political subdivision of either thereof or any failure of the Trustee to perform 
and observe any agreement, whether express or implied, or any duty, liability or obligation arising out of 
or connected with the Indenture. 

Deposit of Debt Service Payments 

In furtherance of the Indenture, the City shall transfer Net Revenues from the Revenue Fund to the 
Trustee for deposit in the Debt Service Account of the Payment Fund, on the following dates and in the 
following amounts: 

(a) Interest Component.  Not later than five Business Day before each Interest 
Payment Date, the City shall withdraw from the Revenue Fund and transfer to the Trustee, for 
deposit in the Debt Service Account of the Payment Fund, an amount which is equal to the interest 
amount payable and coming due on the next succeeding Interest Payment Date; provided, however, 
that the City may be entitled to deduct from such payment the balance then-on deposit in the Debt 
Service Account of the Payment Fund that is allocated to future payments of interest on the Bonds, 
if any (other than amounts held for the defeasance of Bonds pursuant to the Indenture and any 
amounts required for payment of interest on any Bonds which have matured or been called for 
redemption but which have not yet been presented for payment); and 

(b) Principal Component.  Not later than five Business Day before each Interest 
Payment Date on which the principal of the Bonds is payable, the City shall withdraw from the 
Revenue Fund and transfer to the Trustee, for deposit in the Debt Service Account of the Payment 
Fund, an amount which is equal to the principal amount payable and coming due on the next 
succeeding Interest Payment Date; provided, however, that the City may be entitled to deduct from 
such principal payment the balance then-on deposit in the Debt Service Account of the Payment 
Fund that is allocated to future principal payments or mandatory sinking account payments on the 
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Bonds, if any (other than amounts held for the defeasance of Bonds pursuant to the Indenture and 
any amounts required for payment of principal payments and mandatory sinking account payments 
on any Bonds which have matured or been called for redemption but which have not yet been 
presented for payment).   

Such payments received by the Trustee shall be held in aggregate and in trust by the Trustee under 
the terms of the Indenture and shall be deposited by it as and when received in the Debt Service Account 
of the Payment Fund, which fund the Trustee agrees to establish and maintain as provided in the Indenture 
so long as any Bonds are Outstanding. 

Reserve Fund 

The Trustee agrees to establish and maintain so long as any Bonds are Outstanding the Reserve 
Fund.  The Bond Reserve Policy shall be deposited in the Reserve Fund which shall satisfy the Reserve 
Requirement.  The City shall not deposit any other credit instrument in lieu of a cash deposit into the 
Reserve Fund without the prior written consent of the Bond Insurer.  The Trustee shall hold the Reserve 
Fund in trust.  So long as the Bond Reserve Policy is in force and effect, the Trustee shall draw on the Bond 
Reserve Policy in accordance with the provisions of the Indenture.  Otherwise, the Trustee shall apply 
moneys in the Reserve Fund in accordance with the following provisions.  

If, two (2) Business Days prior to any Interest Payment Date, the money in the Payment Fund does 
not equal the amount required to be paid to the Bond Owners on such Interest Payment Date, the Trustee 
shall transfer from the Reserve Fund to the Payment Fund the amount of such insufficiency; provided, if 
the Reserve Fund is funded with a letter of credit, surety bond, insurance policy or other comparable credit 
facility as described below, the Trustee shall take such action as is necessary to either (i) make a drawing 
under the letter of credit or (ii) make a claim under the surety bond or insurance policy, respectively, so that 
the amount of such insufficiency is paid or available to the Trustee on such Interest Payment Date under 
the terms of such instrument.  

If, following valuation or calculation thereof, the amount available and contained in the Reserve 
Fund (valued as provided in the Indenture) exceeds the Reserve Requirement and if the Trustee does not 
have actual knowledge of an Event of Default under the Indenture the Trustee shall withdraw the amount 
of such excess from the Reserve Fund.  The Trustee shall transfer such amount to the City.  Solely for 
purposes of determining the amount on deposit in the Reserve Fund, the Trustee shall make a valuation of 
the Reserve Fund as of June 1 and December 1 of each year.  All money in the Reserve Fund shall be used 
and withdrawn by the Trustee solely for the purpose of making the payments of principal and interest on 
the Bonds in the event that amounts on deposit in the Payment Fund are insufficient for such purposes, or 
with respect to a redemption of the Bonds in whole. 

If amounts on deposit in the Reserve Fund shall, at any time, be less than the applicable Reserve 
Requirement, such deficiency shall be immediately made up by the City from available Net Revenues, and 
the Reserve Fund shall be valued monthly until amounts on deposit therein equal the Reserve Requirement. 

In lieu of making the Reserve Fund deposits in compliance with the Indenture, or in replacement 
of moneys then on deposit in the Reserve Fund, the City may deliver to the Trustee an irrevocable letter of 
credit issued by a financial institution having unsecured debt obligations at the time of delivery of such 
letter of credit rated not less than the current rating categories of S&P on the Bonds, in an amount, together 
with moneys, or surety bonds or insurance policies (as described below) on deposit in the Reserve Fund, 
equal to the Reserve Requirement.  Such letter of credit shall have an original term of no less than three (3) 
years or, if less, the final maturity of the Bonds and such letter of credit shall provide by its terms that it 
may be drawn upon as provided in the Indenture.  At least one year prior to the stated expiration of such 
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letter of credit, the City shall either (i) deliver a replacement letter of credit, (ii) deliver an extension of the 
letter of credit for at least an additional year or, if less, the final maturity of the Bonds, or (iii) deliver to the 
Trustee a surety bond or an insurance policy satisfying the requirements set forth below.  Upon delivery of 
such replacement letter of credit, extended letter of credit, or surety bond or insurance policy, the Trustee 
shall deliver the then-effective letter of credit to or upon the written order of the City.  If the City shall fail 
to deposit a replacement letter of credit, extended letter of credit or surety bond or insurance policy with 
the Trustee, the City shall immediately commence to make monthly deposits with the Trustee so that an 
amount equal to the Reserve Requirement will be on deposit in the Reserve Fund no later than the stated 
expiration date of the letter of credit.  If an amount equal to the Reserve Requirement as of the date following 
the expiration of the letter of credit is not on deposit in the Reserve Fund one week prior to the stated 
expiration date of the letter of credit, the Trustee shall draw on the letter of credit to fund the deficiency 
resulting therefrom in the Reserve Fund. 

Additionally, the City may, with an opinion of nationally recognized bond counsel that such 
delivery complies with the provisions of the Indenture, deliver to the Trustee a surety bond or an insurance 
policy securing an amount, together with moneys or letters of credit on deposit in the Reserve Fund, equal 
to the Reserve Requirement.  Such surety bond or insurance policy shall be issued by an insurance company 
whose unsecured debt obligations (or for which obligations secured by such insurance company’s insurance 
policies) at the time of delivery of such surety bond or insurance policy are rated not less than the current 
rating category of S&P on the Bonds.  Such surety bond or insurance policy shall have a term of no less 
than the final maturity of the Bonds.  In the event that such surety bond or insurance policy for any reason 
lapses or expires, the City shall immediately implement clause (i) or (iii) of the preceding paragraph or 
make the required deposits to the Reserve Fund. 

The Trustee shall, after the use of all cash held in the Reserve Fund to make payments of principal 
and interest on the Bonds in the event that amounts on deposit in the Payment Fund are insufficient for such 
purposes, then, on a pro rata basis with respect to the portion of the Reserve Fund held in the form of letters 
of credit, surety bonds and insurance policies (calculated by reference to the maximum amounts of such 
letters of credit, surety bonds and insurance policies), draw under each letter of credit, surety bond or 
insurance policy, in a timely manner and pursuant to the terms of such letter of credit, surety bond or 
insurance policy to the extent necessary in order to obtain sufficient funds on or prior to the date such funds 
are needed as required in the Indenture.  In the event that the Trustee has received written notice that any 
payment of principal or interest on a Bond has been recovered from an Owner pursuant to the United States 
Bankruptcy Code by a trustee in bankruptcy in accordance with the final, nonappealable order of a court 
having competent jurisdiction, the Trustee, pursuant to and provided that the terms of the letter of credit, 
surety bond or insurance policy, if any, securing such Bonds so provide, shall so notify the issuer thereof 
and draw on such letter of credit, surety bond or insurance policy to the lesser of the extent required or the 
maximum amount of such letter of credit, surety bond or insurance policy in order to pay such Bond Owners 
the principal and interest so recovered. 

Following the replacement of moneys then on deposit in the Reserve Fund by an irrevocable letter 
of credit, surety bond, or insurance policy as provided herein, the Trustee shall notify S&P in writing and 
any moneys on deposit in the Reserve Fund in excess of the Reserve Requirement shall be transferred by 
the Trustee to the Payment Fund to be credited as provided in the Indenture, or, with the written approval 
of nationally recognized bond counsel to the effect that such transfer other than to the Payment Fund is 
authorized by the Indenture, to such other fund or account as may be directed by the City. 

Liability of City Limited 

Notwithstanding anything contained herein, the City shall not be required to advance any moneys 
derived from any source of income other than Net Revenues legally available therefor in the Revenue Fund 
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and the other funds provided in the Indenture for the payment of the Debt Service Payments or for the 
performance of any agreements or covenants contained herein required to be performed by it.  The City 
may, however, but shall not be required to, advance moneys for any such purpose so long as such moneys 
are derived from a source legally available for such purpose and may be legally used by the City for such 
purpose. 

The obligation of the City to make the Debt Service Payments and the other amounts due under the 
Indenture is a special obligation of the City payable solely from the moneys legally available therefor under 
the Indenture, and does not constitute a debt of the City or of the State of California or of any political 
subdivision thereof within the meaning of any constitutional or statutory debt limitation or restriction. 

Compliance With Indenture 

The City will not suffer or permit any material default by it to occur under the Indenture, but will 
faithfully comply with, keep, observe and perform all the agreements, conditions, covenants and terms of 
the Indenture required to be complied with, kept, observed and performed by it. 

Observance of Laws and Regulations 

The City will truly keep, observe and perform all valid and lawful obligations or regulations now 
or imposed after the date of the Indenture on it with respect to the Wastewater System by contract, or 
prescribed by any law of the United States, or of the State, or by any officer, board or commission having 
jurisdiction or control, as a condition of the continued enjoyment of any and every right, privilege or 
franchise now owned or acquired after the date of the Indenture by the City with respect to the Wastewater 
System to the end that such rights, privileges and franchises shall be maintained and preserved, and shall 
not become abandoned, forfeited or in any manner impaired. 

Prosecution and Defense of Suits 

The City shall promptly, upon request of the Trustee (who has no duty or obligation to make such 
request) or any Owner holding at least 25% in principal amount of the Bonds from time to time, take such 
action as may be necessary or proper to remedy or cure any defect in or cloud upon the title to the 
Wastewater System, whether now existing or hereafter developing and shall, to the extent permitted by law, 
prosecute all such suits, actions and other proceedings as may be appropriate for such purpose and shall 
indemnify and save the Trustee and every Owner harmless from all loss, cost, damage and expense, 
including attorneys’ fees, which they or any of them may incur by reason of any such defect, cloud, suit, 
action or proceeding. 

Accounting Records and Statements 

The Trustee will keep proper accounting records in which complete and correct entries shall be 
made of all transactions made by the Trustee relating to the receipt, deposit and disbursement of the Debt 
Service Payments, and such accounting records shall be available for inspection by the City or any Owner 
or his or her agent duly authorized in writing on any Business Day upon reasonable notice at reasonable 
hours and under reasonable conditions prescribed by the Trustee. 

Further Assurances 

Whenever and so often as requested to do so by the Trustee (who has no duty or obligation to make 
such request) or any Owner, the City will promptly execute and deliver or cause to be executed and 
delivered all such other and further assurances, documents or instruments and promptly do or cause to be 
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done all such other and further things as may be necessary or reasonably required in order to further and 
more fully vest in the Trustee and the Owners all advantages, benefits, interests, powers, privileges and 
rights conferred or intended to be conferred upon them by the Indenture. 

Against Encumbrances 

The City covenants that there is no pledge of or lien on Gross Revenues or Net Revenues senior to 
the pledge and lien securing the Bonds.  The City will not make any pledge of or place any lien on the Gross 
Revenues or Net Revenues, provided that the City may at any time, or from time to time, pledge or 
encumber the Net Revenues in connection with the issuance or execution of Parity Obligations, or 
subordinate to the pledge of Net Revenues in the Indenture. 

Against Sale or Other Disposition of Property 

Except as provided in the Indenture, the City covenants that the Wastewater System shall not be 
encumbered, sold, leased, pledged, have any charge placed thereon, or otherwise disposed of, as a whole 
or substantially as a whole.  Neither the Net Revenues nor any other funds pledged or otherwise made 
available to secure payment of the Debt Service Payments shall be mortgaged, encumbered, sold, leased, 
pledged, have any charge placed thereon, or disposed or used except as authorized by the terms of the 
Indenture.  The City shall not enter into any agreement which impairs the operation of the Wastewater 
System or any part of it necessary to secure adequate Net Revenues to pay the Debt Service Payments, or 
which otherwise would materially impair the rights of the Owners and the owners of any Parity Obligations 
with respect to the Net Revenues.  If any substantial part of the Wastewater System shall be sold, the 
payment therefor shall either (a) be used for the acquisition or construction of improvements, extensions or 
replacements of facilities constituting part of the Wastewater System, or (b) to the extent not so used, be 
paid to the Trustee to be applied to pay or redeem the Bonds or any Parity Obligations, in accordance with 
written instructions of the City filed with the Trustee. 

Against Competitive Facilities 

Except for any Wastewater System existing as of the date of the Indenture, the City will not, to the 
extent permitted by law, acquire, maintain or operate and will not, to the extent permitted by law and within 
the scope of its powers, permit any other public or private agency, authority, city or political subdivision or 
any person whomsoever to acquire, maintain or operate within the City any wastewater or sanitary system 
competitive with the Wastewater System; provided, however, that the City may assign all or a portion of 
the Wastewater System to another entity upon delivery to the Trustee of an opinion of nationally recognized 
bond counsel that such assignment will not adversely affect the tax-exempt status of the Bonds, cause a 
downgrade on the then current rating(s) on the Bonds, and provided such entity assumes the obligations of 
the City under the Indenture. 

Tax Covenants 

The City will not take any action or permit to be taken any action within its control which would 
cause or which, with the passage of time if not cured would cause, the interest on the Bonds to become 
includable in gross income for federal income tax purposes.  To that end, the City makes the following 
specific covenants: 

(a) The City covenants that it will not make or permit any use of the proceeds of the 
Bonds that may cause the Bonds to be “arbitrage bonds” within the meaning of Section 148 of the 
Internal Revenue Code of 1986, as amended. 
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(b) The City covenants that the proceeds of the Bonds will not be used as to cause the 
proceeds on the Bonds to satisfy the private business tests of Section 141(b) of the Code or the 
private loan financing test of Section 141(c) of the Code. 

(c) The City covenants not to take any action or permit or suffer any action to be taken 
if the result of the same would be to cause the Bonds to be “federally guaranteed” within the 
meaning of Section 149(b) of the Code. 

In furtherance of the covenants stated here, the City shall comply with the requirements of the Tax 
Certificate executed on the date of delivery of the Bonds in connection therewith. 

Operation of the Wastewater System 

The City covenants and agrees to operate, or cause to be operated, the Wastewater System in 
accordance with customary standards and practices applicable to similar facilities. 

Payment of Claims 

The City will pay and discharge any and all lawful claims for labor, materials or supplies which, if 
unpaid, might become a lien on the Net Revenues or any part thereof or on any funds in the control of the 
City or the Trustee prior or superior to the lien of the Bonds or which might impair the security of the 
Bonds; provided the City will not be obligated to make such payment so long as the City contracts such 
payment in good faith. 

Compliance With Contracts 

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

Insurance 

So long as the Bonds are Outstanding, the City will at all times maintain insurance on the 
Wastewater System as is customarily maintained with respect to works and properties of like character 
against accident to, loss of or damage to the Wastewater System, either in the form of self-insurance or with 
responsible insurers.  The City will also maintain worker’s compensation insurance and insurance against 
public liability and property damage to the extent reasonably necessary to protect the City, the Trustee and 
the Owners, either in the form of self-insurance or with responsible insurers.  The Trustee is not responsible 
for the adequacy of such insurance. 

The Net Proceeds of any insurance award resulting from any damage to or destruction of the 
Wastewater System by fire or other casualty shall be deposited in an “Insurance and Condemnation Fund” 
established and held by the Trustee (which fund the Trustee agrees to establish and maintain as needed) 
promptly upon receipt thereof and shall be applied to the prompt replacement, repair, restoration, 
modification or improvement of the Wastewater System by the City, upon receipt of a requisition on which 
the Trustee may conclusively rely, without investigation, signed by an Authorized Officer stating with 
respect to each payment to be made (i) the requisition number, (ii) the name and address of the person, firm 
or corporation to whom payment is due, (iii) the amount to be paid and (iv) that each obligation mentioned 
therein has been properly incurred, is a proper charge against the Insurance and Condemnation Fund, has 
not been the basis of any previous withdrawal, and specifying in reasonable detail the nature of the 
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obligation.  Any balance of the Net Proceeds remaining after such work has been completed shall be 
transferred to the Revenue Fund.  The City covenants that it will commence such replacement, repair, 
restoration, modification or improvement or indicate that such replacement, repair, restoration, 
modification or improvement is not economically feasible within 180 days of receipt of such Net Proceeds. 

Books and Accounts; Financial Statements 

The City shall keep proper books of record and accounts of the Wastewater System, separate from 
all other records and accounts, in which complete and correct entries shall be made of all transactions 
relating to the Wastewater System.  Said books shall, upon prior request, be subject to the reasonable 
inspection by the Owners of not less than 10% in aggregate principal amount of the Outstanding Bonds, or 
their representatives authorized in writing.  The City shall cause the books and accounts of the Wastewater 
System to be audited annually by an Independent Certified Public Accountant, not later than March 31 in 
each year following the end of the City’s Fiscal Year, and shall make a copy of such report available for 
inspection by the Owners at the office of the City. 

Payment of Taxes and Compliance 
With Governmental Regulations 

The City will pay and discharge all taxes, assessments and other governmental charges, if any, 
which may be lawfully imposed upon the Wastewater System after the date of the Indenture or any part 
thereof or upon the Net Revenues when the same shall become due.  The City will duly observe and conform 
with all valid regulations and requirements of any governmental authority relative to the operation of the 
Wastewater System or any part thereof, but the City will not be required to make such payments, or to 
comply with any regulations or requirements, so long as the payment or validity or application thereof shall 
be contested in good faith. 

Collection of Rates and Charges 

The City will have in effect at all times bylaws, rules and regulations requiring each customer to 
pay the rates and charges applicable to the Wastewater System and providing for the billing thereof and for 
a due date and a delinquency date for each bill. 

Amount of Rates and Charges 

The City will, at all times while the Bonds remains outstanding, fix, prescribe and collect rates, 
fees and charges in connection with the Wastewater System so as to yield Gross Revenues at least sufficient, 
after making reasonable allowances for contingencies and errors in the estimates, to pay the following 
amounts in the following order: (i) all Operation and Maintenance Expenses of the Wastewater System; (ii) 
the Debt Service payments and all other payments (including payments under reimbursement agreements) 
with respect to all Obligations as they become due and payable; (iii) all amounts, if any, required to restore 
the balance in any debt service reserve accounts established for Parity Obligations in accordance with the 
terms of such Parity Obligations Documents, without preference or priority; and (iv) all payments required 
to meet any other obligations of the City that are charges, liens, encumbrances upon, or which are otherwise 
payable from Gross Revenues during such Fiscal Year. 

The City shall fix, prescribe, revise and collect rates, fees and charges for the services and facilities 
furnished by the Wastewater System during each Fiscal Year which are sufficient to yield estimated Net 
Revenues which are at least equal to 120% of the aggregate amount of Debt Service on all Obligations 
payable from Net Revenues coming due and payable during such Fiscal Year.  The City may make 
adjustments, from time to time, in its rates, fees and charges as it deems necessary, but shall not reduce its 
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rates, fees and charges below those in effect unless the Net Revenues resulting from such reduced rates, 
fees and charges shall at all times be sufficient to meet the requirements set forth in this paragraph. 

If the City violates the covenants set forth above, such violation shall not, in and of itself, be a 
default under the Indenture and shall not give rise to a declaration of an Event of Default so long as (i) Net 
Revenues (calculated without taking into account any amounts transferred into the Revenue Fund from the 
Rate Stabilization Fund), are at least equal to the Maximum Annual Debt Service coming due and payable 
during such Fiscal Year; and (ii) within 180 days after the date such violation is discovered, the City either 
(A) transfers enough moneys from the Rate Stabilization Fund sufficient to yield estimated Net Revenues 
which are at least equal to 120% of the aggregate amount of Debt Service on all Obligations payable from 
Net Revenues coming due and payable during such Fiscal Year in compliance with this section; or (B) hires 
an Independent Financial Consultant to review the revenues and expenses of the Wastewater System, and 
promptly abides by such consultant’s recommendations to revise the schedule of rates, fees, expenses and 
charges, and to revise any Operation and Maintenance Expenses insofar as practicable, and to take such 
other actions as are necessary so as to produce Net Revenues to cure such violation for future compliance; 
provided, however, that, if the City does not, or cannot, transfer from the Rate Stabilization Fund the amount 
necessary to comply with this section, or otherwise cure such violation within 12 months after the date such 
violation is discovered, an Event of Default shall be deemed to have occurred under the Indenture. 

Eminent Domain Proceeds 

The Net Proceeds of any eminent domain award shall be deposited in an “Insurance and 
Condemnation Fund” established and maintained by the Trustee (which fund the Trustee agrees to establish 
and maintain as needed) promptly upon receipt thereof and shall be applied to the prompt replacement, 
modification or improvement of the Wastewater System by the City, upon receipt of a requisition (on which 
the Trustee may conclusively rely, without investigation), signed by an Authorized Officer stating with 
respect to each payment to be made (i) the requisition number, (ii) the name and address of the person, firm 
or corporation to whom payment is due, (iii) the amount to be paid and (iv) that each obligation mentioned 
therein has been properly incurred, is a proper charge against the Insurance and Condemnation Fund, has 
not been the basis of any previous withdrawal, and specifying in reasonable detail the nature of the 
obligation.  Any balance of the Net Proceeds remaining after such work has been completed, or upon receipt 
by the Trustee of notification from an Authorized Officer in writing of the City’s determination that the 
replacement, modification or improvement of the Wastewater System is not economically feasible or in the 
best interest of the City, shall be transferred to the Revenue Fund. 

Events of Default and Events of Mandatory 
Acceleration; Acceleration of Maturities 

If one or more of the following Events of Default shall happen: 

(a) default shall be made in the due and punctual payment by the City of any Debt 
Service Payment when and as the same shall become due and payable; 

(b) default shall be made by the City in the performance of any of the agreements or 
covenants contained in the Indenture required to be performed by it, and such default shall have 
continued for a period of 60 days after the City shall have been given notice in writing of such 
default by the Trustee; 

(c) the City shall file a petition seeking arrangement or reorganization under federal 
bankruptcy laws or any other applicable law of the United States of America or any state therein, 
or if a court of competent jurisdiction shall approve a petition filed with the consent of the City 
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seeking arrangement or reorganization under the federal bankruptcy laws or any other applicable 
law of the United States of America or any state therein, or if under the provisions of any other law 
for the relief or aid of debtors any court of competent jurisdiction shall assume custody or control 
of the City or of the whole or any substantial part of its property; or 

(d) an event of default shall have occurred with respect to any Parity Obligations. 

If an Event of Default shall occur, then, and in each and every such case during the continuance of 
such Event of Default, the Trustee may, subject to the provisions of the Indenture, exercise any remedies 
available to the Trustee and the Bondowners in law or at equity. 

Upon the occurrence of an Event of Default under the Indenture, the Trustee may declare the 
principal and interest with respect to all such Bonds immediately due and payable and such principal and 
interest shall thereupon be due and payable immediately.  The Trustee shall apply amounts on deposit in 
the funds and accounts in accordance with the Indenture.  This provision, however, is subject to the 
condition that, except with respect to an Event of Default under clause (c) above, if at any time after such 
Outstanding principal amount of the Bonds and the accrued interest thereon shall have been so declared 
due and payable and before the acceleration date or the date of any judgment or decree for the payment of 
the money due shall have been obtained or entered, the City shall deposit with the Trustee a sum sufficient 
to pay such amount due prior to such date and the accrued interest thereon, with interest on such overdue 
payments at the rate on such Bonds, and the reasonable fees and expenses of the Trustee, including those 
of its attorneys, and any and all other defaults known to the City (other than in the payment of such principal 
amount of the Bonds and the accrued interest thereon due and payable solely by reason of such declaration) 
shall have been made good or cured to the satisfaction of the Trustee or provision deemed by the Trustee 
to be adequate shall have been made therefor, then and in every such case the Trustee, by written notice to 
the City, may rescind and annul such declaration and its consequences; but no such rescission and 
annulment shall extend to or shall affect any subsequent default or shall impair or exhaust any right or 
power consequent thereon. 

Other Remedies of the Trustee 

The Trustee may (subject to the receipt of indemnity as provided in the Indenture): 

(a) by mandamus or other action or proceeding or suit at law or in equity enforce its 
rights against the City to perform and carry out its or his or her duties under applicable law and the 
agreements and covenants contained in the Indenture required to be performed by it or him; 

(b) by suit in equity enjoin any acts or things which are unlawful or violate the rights 
of the Trustee or the Bondowners under the Indenture; 

(c) intervene in judicial proceedings that affect the Bonds or the security therefor or 
under the Indenture; or 

(d) by suit in equity upon the happening of an Event of Default require the City and 
its officers and employees to account as the trustee of an express trust. 

Non-Waiver 

A waiver of any default or breach of duty or contract by the Trustee or the Owners shall not affect 
any subsequent default or breach of duty or contract or impair any rights or remedies on any such subsequent 
default or breach of duty or contract.  No delay or omission by the Trustee or the Owners to exercise any 
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right or remedy accruing upon any default or breach of duty or contract shall impair any such right or shall 
be construed to be a waiver of any such default or breach of duty or contract or an acquiescence therein, 
and every right or remedy conferred upon the Trustee or the Owners may be enforced and exercised from 
time to time and as often as shall be deemed expedient by the Trustee.  If any action, proceeding or suit to 
enforce any right or to exercise any remedy is abandoned or determined adversely to the Trustee or the 
Owners, the Trustee, the Owners and the City shall be restored to their former positions, rights and remedies 
as if such action, proceeding or suit had not been brought or taken. 

Nothing in the Indenture shall be deemed to authorize the Trustee to authorize or consent to or 
accept or adopt on behalf of any Bondowner any plan of reorganization, arrangement, adjustment, or 
composition affecting the Bonds or the rights of any Holder thereof, or to authorize the Trustee to vote in 
respect of the claim of any Bondowner in any such proceeding without the approval of the Bondowners so 
affected. 

When the Trustee incurs expenses or renders services after the occurrence of an Event of Default, 
such expenses and the compensation for such services are intended to constitute expenses of administration 
under any federal or state bankruptcy, insolvency, arrangement, moratorium, reorganization or other debtor 
relief law. 

Remedies Not Exclusive 

No remedy in the Indenture conferred upon or reserved to the Trustee is intended to be exclusive 
of any other remedy, and each such remedy shall be cumulative and shall be in addition to every other 
remedy given under the Indenture or now or existing after the date of the Indenture in law or in equity or 
by statute or otherwise and may be exercised without exhausting and without regard to any other remedy 
conferred by any other law. 

No Liability by the Trustee to the Owners 

Except for the duty of the Trustee to make payments of principal, redemption premiums and interest 
with respect to the Bonds from moneys received from the City, the Trustee will not have any obligation or 
liability to the Owners with respect to the payment when due of the Debt Service Payments by the City, or 
with respect to the performance by the City of the other agreements and covenants required to be performed 
by it contained in the Indenture. 

Limitation on Owners’ Right To Bring Suit 

No Owner of any Bond shall have any right to institute any proceeding, judicial or otherwise, under 
or with respect to the Indenture, or for the appointment of a receiver or trustee or for any other remedy 
under the Indenture, at law or in equity, unless: 

(a) such Owner has previously given written notice to the Trustee of a continuing 
Event of Default; 

(b) the owners of not less than a majority in principal amount of the Bonds 
Outstanding shall have made written request to the Trustee to institute proceedings in respect of 
such Event of Default in its own name as Trustee under the Indenture; 

(c) such Owner or Owners have offered to the Trustee reasonable indemnity, 
satisfactory to the Trustee, against the costs, expenses and liabilities to be incurred in compliance 
with such request; and 
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(d) the Trustee for 60 days after its receipt of such notice, request and offer of 
indemnity has failed to institute any such proceeding. 

It being understood and intended that no one or more Owners shall have any right in any manner 
whatever by virtue of, or by availing of, any provision of the Indenture to affect, disturb or prejudice the 
lien of the Indenture or the rights of any other Owners or to obtain or to seek to obtain priority or preference 
over any other Owners or to enforce any right under the Indenture, except in the manner in the Indenture 
provided and for the equal and ratable benefit of all Bonds and Parity Obligations.  Notwithstanding the 
foregoing, the Owner of any Bond shall have the right which is absolute and unconditional to receive 
payment of interest on such Bond when due in accordance with the terms thereof and of the Indenture and 
the principal of such Bond at the stated maturity thereof and to institute suit for the enforcement of any such 
payment in accordance with the provisions of the Indenture and such rights shall not be impaired without 
the consent of such Owner. 

Application of Funds Upon Default 

All moneys received by the Trustee or by any receiver pursuant to any right given or action taken 
shall, after payment of the reasonable costs and fees of, and the reasonable fees, expenses, liabilities and 
advances incurred or made by the Trustee, be deposited in the Debt Service Account and all moneys so 
deposited during the continuance of an Event of Default (other than moneys for the payment of Bonds 
which have previously matured or otherwise become payable prior to such Event of Default or for the 
payment of interest due prior to such Event of Default), together with all moneys in the funds and accounts 
maintained by the Trustee under Article III of the Indenture, shall be applied as follows: 

(a) Unless the principal of all Bonds shall have become or shall have been declared 
due and payable, all such moneys shall be applied: 

FIRST, to the payment to the persons entitled thereto of all installments of interest 
then due on the Bonds and any Parity Obligations, with interest on overdue installments, if 
lawful, at the rate per annum borne by the Bonds, in the order of the maturity of the 
installments of such interest, and, if the amount available shall not be sufficient to pay in 
full any particular installment of interest, then to the payment ratably according to the 
amounts due on such installment, to the persons entitled thereto without any discrimination 
or privilege;  

SECOND, to the payment to the persons entitled thereto of the unpaid principal of 
any of the Bonds and any Parity Obligations which shall have become due (other than 
Bonds called for redemption for the payment of which moneys are held pursuant to the 
provisions of the Indenture), with interest on such Bonds at their rate from the respective 
dates upon which they became due, in the order of their due dates, and, if the amount 
available shall not be sufficient to pay in full Bonds and any Parity Obligations due on any 
particular date, together with such interest, then to the payment ratably, according to the 
amount of principal and interest due on such date, to the persons entitled thereto without 
any discrimination or privilege; and 

THIRD, to provide for payment of any other amount then due and owing the Bond 
Insurer. 

(b) If the principal of all the Bonds shall have become due or shall have been declared 
due and payable, all such moneys shall be applied to the payment of the principal and interest then 
due and unpaid upon the Bonds and any Parity Obligations, with interest on overdue interest and 
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principal, as aforesaid, without preference or priority over interest or of interest over principal or 
of any installment of interest over any other installment of interest, or of any Bonds over any other 
Bonds or any Parity Obligations, ratably, according to the amounts due respectively for principal 
and interest, to the persons entitled thereto without any discrimination or privilege. 

Rights of the Owners of Parity Obligations 

Notwithstanding anything to the contrary, it is acknowledged and agreed that the rights of the 
Trustee and the Owners under the Indenture in and to the Net Revenues and the Wastewater System shall 
be exercised on a parity and proportionate basis with the rights of the owners of any Parity Obligations and 
any fiduciary acting for the benefit of such owners. 

Rights of Bond Insurer 

The exercise of all remedies under the Indenture shall be subject to the rights of the Bond Insurer 
granted pursuant thereto. 

The Trustee 

The City, in its sole discretion, or the Owners of a majority in aggregate principal amount of all 
Bonds Outstanding may, by 30 days’ prior written request, remove the Trustee initially a party to the 
Indenture, and any successor thereto, and in such event, or in the event the Trustee resigns, the City will 
appoint a successor Trustee, but any such successor will be a bank, national banking association or trust 
company in good standing doing business and having an office in Los Angeles or San Francisco, California, 
having (or if such bank, national banking association  or trust company is a member of a bank holding 
company system, its bank holding company shall have) a combined capital (exclusive of borrowed capital) 
and surplus of at least $50,000,000 and subject to supervision or examination by federal or state authority.  
The Trustee may at any time resign by giving written notice to the City and by giving to the Bond Owners 
notice by mailing a notice of such resignation to their addresses appearing in the Bond Register.  Upon 
receiving any such notice of resignation, the City will promptly appoint a successor Trustee by an 
instrument in writing; provided, however, that in the event that the City does not appoint a successor Trustee 
within 30 days following receipt of such notice of resignation, the resigning Trustee may petition at the 
expense of the City an appropriate court having jurisdiction to appoint a successor Trustee or to resign. 

Whenever in the administration of its duties under the Indenture, the Trustee shall deem it necessary 
or desirable that a matter be proved or established prior to taking or suffering any action under the Indenture, 
such matter (unless other evidence in respect thereof be specifically prescribed in the Indenture) may, in 
the absence of negligence or willful misconduct on the part of the Trustee, be deemed to be conclusively 
proved and established by the certificate of an Authorized Officer of the City and such certificate shall be 
full warranty to the Trustee for any action taken or suffered under the provisions of the Indenture upon the 
faith thereof, but in its discretion the Trustee may, in lieu thereof (but shall not be obligated to), accept other 
evidence of such matter. 

The Trustee may in good faith buy, sell, own, hold and deal in any of the Bonds issued pursuant to 
the Indenture, and may join in any action which any Owner may be entitled to take with like effect as if the 
Trustee were not a party to the Indenture.  The Trustee and its affiliates, either as sponsor, advisor, principal 
or agent, may also engage in or be interested in any financial or other transaction with the City, and may 
act as depository, trustee, or agent for any committee or body of Owners of Bonds or other obligations of 
the City as freely as if it were not Trustee under the Indenture. 
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The Trustee may execute any of the trusts or powers of the Indenture and perform the duties 
required of it under the Indenture by or through attorneys, agents, or receivers, and shall be entitled to 
advice of counsel concerning all matters of trust and its duty under the Indenture.  The Trustee will be fully 
reimbursed by the City for reasonable expenses incurred in connection with the performance of its 
obligations under the Indenture.  Upon any default by, or misconduct of, any agent, attorney or receiver 
appointed by the Trustee, the Trustee shall (to the extent commercially reasonable) fully pursue all remedies 
available to it against such attorney, agent or receiver, and the proceeds of the exercise of such remedies 
shall be used to reimburse the City for any loss it may have suffered as a result of the default or misconduct 
of such agent, attorney or receiver.  Before taking any remedial action under the Indenture the Trustee may 
require that a satisfactory indemnity bond or other indemnity satisfactory to the Trustee be furnished for 
the reimbursement of all reasonable expenses to which it may be put and to protect it against all liability 
which may be incurred in connection with the taking of such action, except liability which is adjudicated 
to have resulted from its negligence or willful misconduct; provided, however, the Trustee will not seek 
such indemnity prior to making payments on the Bonds. 

The Trustee, prior to the occurrence of an Event of Default, and after the curing or waiving of all 
Events of Default which may have occurred, undertakes to perform only such duties as are specifically set 
forth in the Indenture and no implied duties or obligations shall be read into the Indenture against the 
Trustee.  The Trustee will, during the existence of any Event of Default (which has not been cured or 
waived), exercise such of the rights and powers vested in it by the Indenture, and use the same degree of 
care and skill in their exercise, as a reasonable person would exercise or use in the conduct of such person’s 
own affairs.  The Trustee will not be deemed to have knowledge of an Event of Default (except in 
connection with a failure of the City to make Debt Service Payments when due) until a Responsible Officer 
has actual knowledge thereof, or until notified in writing of such Event of Default.  No provision of the 
Indenture or any other document related to the Indenture shall require the Trustee to risk or advance its own 
funds or otherwise incur any financial liability in the performance of its duties or the exercise of its rights 
under the Indenture.  The Trustee will not be liable for any action taken or not taken by it in accordance 
with the direction of a majority (or other percentage provided for in the Indenture) in aggregate principal 
amount of Bonds outstanding relating to the exercise of any right, power or remedy available to the Trustee. 

The Trustee will not be liable to the parties or deemed in breach or default under the Indenture if 
and to the extent its performance under the Indenture is prevented by reason of force majeure.  The term 
“force majeure” means an occurrence that is beyond the control of the Trustee and could not have been 
avoided by exercising due care.  Force majeure shall include but not be limited to acts of God, terrorism, 
war, riots, strikes, fire, floods, earthquakes, epidemics or other similar occurrences. 

The Trustee will not be liable in connection with the performance of its duties under the Indenture, 
except for its own negligence or willful misconduct. 

Amendment or Supplement by 
Consent of Owners 

The Indenture may be amended in writing by agreement between the City and the Trustee, but no 
such amendment or supplement shall (a) reduce the rate of interest evidenced by the Bonds or extend the 
time of payment of such interest or reduce the amount of principal thereof or extend the Maturity Date 
thereof without the prior written consent of the Owner thereof, or (b) reduce the percentage of Owners of 
Bonds whose consent is required for the execution of any amendment of or supplement to the Indenture, or 
(c) modify any rights or obligations of the Trustee without its prior written consent thereto. 

The Indenture and the rights and obligations of the City, of the Trustee and the Owners of the Bonds 
may also be modified or amended from time to time and at any time by a Supplemental Indenture which 
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the City and the Trustee may enter into, but without the consent of any Bondowners, if the provisions of 
such Supplemental Indenture shall not materially adversely affect the interests of the Owners of the Bonds 
(as evidenced by the opinion of counsel delivered pursuant to the Indenture), including, without limitation, 
for any one or more of the following purposes: 

(a) to add to the covenants and agreements of the City other covenants and agreements 
thereafter to be observed, to pledge or assign additional security for the Bonds (or any portion 
thereof), or to surrender any right or power in the Indenture reserved to or conferred upon the City; 

(b) to make such provisions for the purpose of curing any ambiguity, inconsistency or 
omission, or of curing or correcting any defective provision, contained in the Indenture, or in regard 
to matters or questions arising under the Indenture, as the City may deem necessary or desirable; 

(c) to modify, amend or supplement the Indenture in such manner as to permit the 
qualification of the Indenture under the Trust Indenture Act of 1939, as amended, or any similar 
federal statute in effect after the date of the Indenture, and to add such other terms, conditions and 
provisions as may be permitted by said act or similar federal statute; 

(d) to make such additions, as may be necessary or desirable to assure exemption from 
federal income taxation of interest on the Bonds; or 

(e) to authorize the issuance of Parity Obligations. 

Defeasance 

Any Outstanding Bonds shall be paid and discharged in any one or more of the following ways: 

(a) by paying or causing to be paid the principal of and interest on such Bonds 
Outstanding, as and when the same become due and payable; 

(b) by depositing with the Trustee, in trust, before maturity, money which, together 
with the amounts which are then on deposit in the Payment Account and available therefor, is fully 
sufficient to pay such Bonds, including all principal and interest; or 

(c) by depositing with the Trustee, under an escrow deposit and irrevocable trust 
agreement, cash, non-callable Federal Securities (the “Defeasance Obligations”) in such amount as 
an Independent Certified Public Accountant shall determine will, together with the interest to 
accrue thereon and moneys then on deposit (or a pro rata share thereof) in the Payment Account 
available therefor, together with the interest to accrue thereon, be fully sufficient to pay and 
discharge such Bonds (including all principal and interest) at or before their respective maturity 
dates. 

Notwithstanding that some Bonds may not have been surrendered for payment, all obligations of 
the City and the Trustee under the Indenture with respect to such defeased Bonds shall cease and terminate, 
except only the obligation of the Trustee to pay or cause to be paid to the Owners of such Bonds all sums 
due thereon. 

Execution of Supplemental Indentures 

In executing, or accepting the additional trusts created by, any supplemental indenture or 
amendment permitted by the Indenture or the modification thereby of the trusts created by the Indenture, 
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the Trustee shall be entitled to receive, and shall be fully protected in relying upon, an opinion of counsel 
stating that the execution of such supplemental indenture or amendment is authorized or permitted by the 
Indenture and complies with the terms of the Indenture.  The Trustee may, but shall not be obligated to, 
enter into any such supplemental indenture or amendment which affects the Trustee’s own rights, duties or 
immunities under the Indenture or otherwise. 

Bond Insurance Provisions 

Notwithstanding anything in the Indenture to the contrary, the following provisions shall control: 

(a) So long as no Bond Insurer Default shall have occurred and be continuing, the 
Bond Insurer shall be deemed to be the sole holder of the Bonds for the purpose of exercising any 
voting right or privilege or giving any consent or direction or taking any other action that the holders 
of the Bonds insured by it are entitled to take pursuant to the Indenture pertaining to (i) defaults 
and remedies and (ii) the duties and obligations of the Trustee.  In furtherance thereof and as a term 
of the Indenture and each Bond, each Bondowner appoints the Bond Insurer as their agent and 
attorney-in-fact and agrees that the Bond Insurer may at any time during the continuation of any 
proceeding by or against the Issuer under the United States Bankruptcy Code or any other 
applicable bankruptcy, insolvency, receivership, rehabilitation or similar law (an “Insolvency 
Proceeding”) direct all matters relating to such Insolvency Proceeding, including without 
limitation, (A) all matters relating to any claim or enforcement proceeding in connection with an 
Insolvency Proceeding (a “Claim”), (B) the direction of any appeal of any order relating to any 
Claim, (C) the posting of any surety, supersedeas or performance bond pending any such appeal, 
and (D) the right to vote to accept or reject any plan of adjustment.  In addition, each Bondowner 
delegates and assigns to the Bond Insurer, to the fullest extent permitted by law, the rights of each 
Bondowner in the conduct of any Insolvency Proceeding, including, without limitation, all rights 
of any party to an adversary proceeding or action with respect to any court order issued in 
connection with any such Insolvency Proceeding.  The Trustee acknowledges such appointment, 
delegation and assignment by each Bondowner for the Bond Insurer’s benefit, and agrees to 
cooperate with the Bond Insurer in taking any action reasonably necessary or appropriate in 
connection with such appointment, delegation and assignment.   Remedies granted to the 
Bondowners shall expressly include mandamus.  

(b) No grace period for a covenant default under the Indenture affecting the Bonds 
shall exceed 30 days or be extended for more than 60 days without the prior written consent of the 
Bond Insurer.  No grace period shall be permitted for payment defaults on the Bonds. 

(c) The maturity of the Bonds shall not be accelerated without the consent of the Bond 
Insurer and in the event the maturity of the Bonds is accelerated, the Bond Insurer may elect, in its 
sole discretion, to pay accelerated principal and interest accrued, on such principal to the date of 
acceleration (to the extent unpaid by the City) and the Trustee shall be required to accept such 
amounts. Upon payment of such accelerated principal and interest accrued to the acceleration date 
as provided above, the Bond Insurer’s obligations under the Bond Insurance Policy with respect to 
such Bonds shall be fully discharged.  

(d) Any amendment or waiver of, or supplement or modification to, any provision of 
the Indenture that requires the consent of Owners of the Bonds or adversely affects the rights and 
interests of the Bond Insurer shall be subject to the prior written consent of the Bond Insurer. 

(e) The rights granted to the Bond Insurer under the Indenture to request, consent to 
or direct any action are rights granted to the Bond Insurer in consideration of its issuance of the 
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Bond Insurance Policy.  Any exercise by the Bond Insurer of such rights is merely an exercise of 
the Bond Insurer’s contractual rights and shall not be construed or deemed to be taken for the 
benefit of or on behalf of the Owners of the Bonds, nor does such action evidence any position of 
the Bond Insurer, affirmative or negative, as to whether the consent of the Owners of the Bonds or 
any other person is required in addition to consent of the Bond Insurer. 

(f) To accomplish a defeasance of Bonds under Article IX of the Indenture, the City 
shall cause to be delivered to the Bond Insurer (i) a report of an independent firm of nationally 
recognized certified public accountants or such other accountant as shall be acceptable to the Bond 
Insurer verifying the sufficiency of the escrow established to pay the Bonds in full on the maturity 
or redemption date (a “Verification”), (ii) an escrow deposit agreement (which shall be acceptable 
in form and substance to the Bond Insurer),  (iii) an opinion of nationally recognized bond counsel 
to the effect that the Bonds are no longer “Outstanding” under the Indenture and (iv) a certificate 
of discharge of the Trustee with respect to the Bonds; each Verification (defined herein) and 
defeasance opinion shall be acceptable in form and substance, and addressed, to the City, the 
Trustee and Bond Insurer.  The Bond Insurer shall be provided with final drafts of the above-
referenced documentation not less than five business days prior to the funding of the escrow.  Bonds 
shall be deemed “Outstanding” under the Indenture unless and until they are in fact paid and retired 
or the criteria in this subsection are met. 

(g) Amounts paid by the Bond Insurer under the Bond Insurance Policy shall not be 
deemed to have been paid for purposes of the Indenture and shall remain outstanding and continue 
to be due and owing until paid by the City in accordance with the Indenture.  The Indenture shall 
not be discharged unless all amounts due or to become due to the Bond Insurer have been paid in 
full or duly provided for. 

(h) The City covenants and agrees to take such action as is necessary from time to time 
to preserve the priority of the pledge of the Gross Revenues under applicable law. 

(i) If, on the third Business Day prior to the related Interest Payment Date, there is not 
on deposit in the Debt Service Account, after making all transfers and deposits required hereunder, 
moneys sufficient to pay the principal of and interest on the Bonds due on such Interest Payment 
Date, the Trustee shall give notice to the Bond Insurer and to the Bond Insurer’s fiscal agent (if 
any) by telephone or telecopy of the amount of such deficiency by 12:00 noon, New York City 
time, on such Business Day.  If, on the second Business Day prior to such Interest Payment Date, 
there continues to be a deficiency in the amount available to pay the principal of and interest on the 
Bonds due on such Interest Payment Date, the Trustee shall make a claim under the Bond Insurance 
Policy and give notice to the Bond Insurer and the Bond Insurer’s fiscal agent (if any) by telephone 
of the amount of such deficiency, and the allocation of such deficiency between the amount required 
to pay interest on the Bonds and the amount required to pay principal of the Bonds, confirmed in 
writing to the Bond Insurer and the Bond Insurer’s fiscal agent (if any) by 12:00 noon, New York 
City time, on such Business Day by filling in the form of Notice of Claim and Certificate delivered 
with the Bond Insurance Policy. 

(j) The Trustee shall designate any portion of payment of principal of Bonds paid by 
the Bond Insurer, whether by virtue of mandatory sinking fund redemption or maturity, on its books 
as a reduction in the principal amount of Bonds registered to the then current Owners, whether 
DTC or its nominee or otherwise, and shall issue a replacement Bond to the Bond Insurer, registered 
in the name of Assured Guaranty Municipal Corp., in a principal amount equal to the amount of 
principal so paid (without regard to authorized denominations); provided, however, that the 
Trustee’s failure to so designate any payment or issue any replacement Bond shall have no effect 
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on the amount of principal of or interest on Bonds payable by the City or on the subrogation rights 
of the Bond Insurer. 

(k)  Upon payment of a claim under the Bond Insurance Policy, the Trustee shall 
establish a separate special purpose trust account for the benefit of the Owners of the Bonds 
designated the “Policy Payments Account,” over which the Trustee shall have exclusive control 
and sole right of withdrawal.  The Trustee shall receive any amount paid under the Bond Insurance 
Policy in trust on behalf of Owners of the Bonds and shall deposit such amount in the Policy 
Payments Account and distribute such amount only for purposes of making the payments for which 
a claim was made. Such amounts shall be disbursed by the Trustee to Owners of the Bonds in the 
same manner as principal and interest payments are to be made with respect to the Bonds under the 
provisions of the Indenture regarding payment of Bonds.  It shall not be necessary for such 
payments to be made by checks or wire transfers separate from the check or wire transfer used to 
pay debt service with other funds available to make such payments.  Notwithstanding anything to 
the contrary otherwise set forth in the Indenture, and to the extent permitted by law, in the event 
amounts paid under the Bond Insurance Policy are applied to claims for payment of principal of, 
or interest on, the Bonds, and interest on all amounts paid by the Bond Insurer under the Bond 
Insurance Policy shall accrue and be payable from the date of such payment at the Bond Insurer 
Rate.  The City hereby covenants and agrees that the amounts to be reimbursed to the Bond Insurer 
hereunder are secured by a lien on and pledge of the Gross Revenues and payable from such Gross 
Revenues on a parity with debt service due on the Bonds.  

(l) The Trustee shall keep a complete and accurate record of all funds deposited by 
the Bond Insurer into the Policy Payments Account and the allocation of such funds to payment of 
principal of and interest on any Bond.  The Bond Insurer shall have the right to inspect such records 
at reasonable times upon reasonable notice to the Trustee.  Funds held in the Policy Payments 
Account shall not be invested by the Trustee and may not be applied to satisfy any costs, expenses 
or liabilities of the Trustee.  Any funds remaining in the Policy Payments Account following the 
Interest Payment Date on which amounts therein have been disbursed shall be remitted to the Bond 
Insurer. 

(m) To the extent that the Bond Insurer makes any payment of principal of or interest 
on the Bonds, the Bond Insurer shall, in accordance with the terms of the Bond Insurance Policy, 
become subrogated to the rights of the Owner of such Bonds receiving such payment (which 
subrogation rights shall also include the rights of any such recipients in connection with any 
Insolvency Proceedings).  Each obligation of the City to the Bond Insurer under the Indenture shall 
survive the discharge or termination of the Indenture. 

(n) The City shall pay or reimburse the Bond Insurer any and all charges, fees, costs 
and expenses that the Bond Insurer may reasonably pay or incur in connection with (i) the 
administration, enforcement, defense or preservation of any rights or security of the Bond Insurer 
under the Indenture, (ii) the pursuit of any remedies under the Indenture or otherwise afforded by 
law or equity, (iii) any amendment, waiver or other action with respect to, or related to, the 
Indenture, whether or not executed or completed, or (iv) any litigation or other dispute in 
connection with the Indenture or the transactions contemplated hereby, other than the costs 
resulting from a Bond Insurer Default.  The Bond Insurer reserves the right to charge a reasonable 
fee as a condition to executing any amendment, waiver or consent proposed in respect of the 
Indenture.  After payment of reasonable expenses of the Trustee, the application of funds realized 
upon default shall be applied to the payment of expenses of the City or rebate only after the payment 
of past due and current debt service on the Bonds and amounts required to restore the Reserve Fund 
to the Reserve Requirement. 
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(o) The Bond Insurer shall be entitled to pay principal of or interest on the Bonds that 
shall become Due for Payment but shall be unpaid by reason of Nonpayment by the Issuer (as such 
terms are defined in the Bond Insurance Policy) and any amounts due on the Bonds as a result of 
acceleration of the maturity thereof in accordance with the Indenture, whether or not the Bond 
Insurer has received a Notice of Nonpayment (as such term is defined in the Bond Insurance Policy) 
or a claim upon the Bond Insurance Policy. 

(p) The notice address of the Bond Insurer with respect to the Bond Insurance Policy 
is: Assured Guaranty Municipal Corp., 1633 Broadway, New York, New York 10019, Attention: 
Managing Director – Surveillance, Re: Policy No. ________, Telephone: (212) 974 0100; 
Telecopier: (212) 339 3556.  In each case in which notice or other communication refers to an event 
of default hereunder, then a copy of such notice or other communication shall also be sent to the 
attention of the General Counsel and shall be marked to indicate “URGENT MATERIAL 
ENCLOSED.” 

(q) The Bond Insurer shall be provided with the following information by the City or 
Trustee, as the case may be: 

(i) Annual audited financial statements by March 31 following the end of 
each of the City’s Fiscal Years (together with a certification of the City that it is not aware 
of any default or event of default under the Indenture), and the City’s annual budget within 
30 days after the approval thereof together with such other information, data or reports as 
the Bond Insurer shall reasonably request from time to time; 

(ii) Notice of any draw upon the Reserve Fund within two Business Days after 
knowledge thereof other than (i) withdrawals of amounts in excess of the Reserve 
Requirement and (ii) withdrawals in connection with a refunding of the Bonds; 

(iii) Notice of any default actually known to the Trustee or City within five 
Business Days after knowledge thereof; 

(iv) Prior notice of the advance refunding or redemption of any of the Bonds, 
including the principal amount, maturities and CUSIP numbers thereof; 

(v) Notice of the resignation or removal of the Trustee and the appointment 
of, and acceptance of duties by, any successor thereto; 

(vi) Notice of the commencement of any proceeding by or against the City 
commenced under the United States Bankruptcy Code or any other applicable bankruptcy, 
insolvency, receivership, rehabilitation or similar law (an “Insolvency Proceeding”); 

(vii) Notice of the making of any claim in connection with any Insolvency 
Proceeding seeking the avoidance as a preferential transfer of any payment of principal of, 
or interest on, the Bonds; 

(viii) A full original transcript of all proceedings relating to the execution of any 
amendment or waiver of, or supplement or modification to, the Indenture; and 

(ix) All reports, notices and correspondence to be delivered to Owners of 
Bonds under the terms of the Indenture. 
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In addition, all information furnished pursuant to the Continuing Disclosure Certificate 
shall also be provided to the Bond Insurer, simultaneously with the furnishing of such information 
pursuant thereto.  The Bond Insurer shall have the right to receive such additional information as it 
may reasonably request. 

(r) The City shall permit the Bond Insurer to discuss the affairs, finances and accounts 
of the City or any information the Bond Insurer may reasonably request regarding the security for 
the Bonds with appropriate officers of the City and will use commercially reasonable efforts to 
enable the Bond Insurer to have access to the facilities, books and records of the City on any 
Business Day upon reasonable prior notice. 

(s) The City shall notify the Bond Insurer of the failure of the City to provide notices, 
certificates and other information hereunder. 

(t) Notwithstanding satisfaction of the other conditions to the issuance of additional 
Parity Obligations set forth in the Indenture, no such issuance may occur (A) if an Event of Default 
hereunder (or any event which, once all notice or grace periods have passed, would constitute such 
an event of default) exists unless such default shall be cured upon such issuance, and (B) unless the 
Reserve Fund is fully funded at the Reserve Requirement (including the proposed issue) upon the 
issuance of such additional Parity Obligations, in either case unless otherwise permitted by the 
Bond Insurer. 

(u) In determining whether any amendment, consent, waiver or other action to be 
taken, or any failure to take action, under the Indenture would adversely affect the security for the 
Bonds or the rights of the Owners thereof, the effect of any such amendment, consent, waiver, 
action or inaction shall be considered as if there were no Bond Insurance Policy. 

(v) No contract shall be entered into or any action taken by which the rights of the 
Bond Insurer or security for or sources of payment of the Bonds may be impaired or prejudiced in 
any material respect except upon obtaining the prior written consent of the Bond Insurer. 

Certain Bond Reserve Policy Provisions 

Notwithstanding anything in the Indenture to the contrary, the following provisions shall control: 

(a) Upon any payment by the Bond Insurer under the Bond Reserve Policy, the Bond 
Insurer shall furnish to the City written instructions as to the manner in which payment of amounts 
owed to the Bond Insurer as a result of such payment under the Bond Reserve Policy shall be made.  
Amounts drawn under the Bond Reserve Policy shall be used solely to pay scheduled payments of 
principal and interest due on the Bonds. 

(b) The City shall pay the Bond Insurer, from amounts deposited in the Reserve Fund 
in accordance with the Indenture, the principal amount of any draws under the Bond Reserve Policy 
and pay all related reasonable expenses incurred by the Bond Insurer and shall pay interest thereon 
from the date of payment by the Bond Insurer at the Bond Insurer Rate (collectively, “Policy 
Costs”).  If the interest provisions of this subsection shall result in an effective rate of interest 
which, for any period, exceeds the limit of the usury or any other laws applicable to the 
indebtedness created in the Indenture, then all sums in excess of those lawfully collectible as 
interest for the period in question shall, without further agreement or notice between or by any party 
hereto, be applied as additional interest for any later periods of time when amounts are outstanding 
under this subsection to the extent that interest otherwise due hereunder for such periods plus such 
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additional interest would not exceed the limit of the usury or such other laws, and any excess shall 
be applied upon principal immediately upon receipt of such moneys by the Bond Insurer, with the 
same force and effect as if the City had specifically designated such extra sums to be so applied 
and the Bond Insurer had agreed to accept such extra payment(s) as additional interest for such 
later periods.  In no event shall any agreed-to or actual exaction as consideration for the 
indebtedness created in the Indenture exceed the limits imposed or provided by the law applicable 
to this transaction for the use or detention of money or for forbearance in seeking its collection.  

Repayment of Policy Costs shall commence in the first month following each draw, and 
each such monthly payment shall be in an amount at least equal to 1/12 of the aggregate of Policy 
Costs related to such draw. Such amounts shall be payable, as to the Issuer, solely from Gross 
Revenues and other available money on deposit in the Debt Service Account and the Reserve Fund.   

(c) Amounts in respect of Policy Costs paid to the Bond Insurer shall be credited first 
to interest due, then to the expenses due and then to principal due.  As and to the extent that 
payments are made to the Bond Insurer on account of principal due, the coverage under the Bond 
Reserve Policy will be increased by a like amount, subject to the terms of the Bond Reserve Policy. 
The obligation to pay Policy Costs shall be secured by a valid lien on Gross Revenues (subject only 
to the priority of payment provisions set forth in the Indenture).  

(d) All cash and investments in the Reserve Fund shall be transferred to the Debt 
Service Account for payment of debt service on the Bonds before any drawing may be made on the 
Bond Reserve Policy or on any alternative credit instrument on deposit therein. Payment of any 
Policy Costs shall be made prior to replenishment of any such cash amounts in the Reserve Fund.  
Draws on all alternative credit instruments on deposit therein (including the Bond Reserve Policy) 
on which there is available coverage shall be made on a pro rata basis (calculated by reference to 
available coverage under each such alternative credit instrument) after applying available cash and 
investments in the Reserve Fund. Payment of Policy Costs and reimbursement of amounts with 
respect to such alternative credit instruments shall be made on a pro-rata basis prior to 
replenishment of any cash drawn from the Reserve Fund.  For the avoidance of doubt, “available 
coverage” means the coverage then available for disbursement pursuant to the terms of the 
applicable alternative credit instrument without regard to the legal or financial ability or willingness 
of the provider of such instrument to honor a claim or draw thereon or the failure of such provider 
to honor any such claim or draw. 

(e) If the City shall fail to pay any Policy Costs in accordance with the requirements 
of the Indenture, the Bond Insurer shall be entitled to exercise any and all legal and equitable 
remedies available to it, including those provided under the Indenture, other than (i) acceleration 
of the maturity of the Bonds or (ii) remedies which would adversely affect owners of the Bonds. 

(f) The Indenture shall not be discharged until all Policy Costs owing to the Bond 
Insurer shall have been paid in full.  The City’s obligation to pay such amounts, as provided in this 
Section, shall expressly survive payment in full of the Bonds. 

(g) Policy Costs due and owing shall be included in debt service requirements for 
purposes of the rate covenant in Section 5.17 of the Indenture and the calculation of the additional 
Parity Obligations in Section 2.12 of the Indenture. 

(h) The Trustee shall ascertain the necessity for a claim upon the Bond Reserve Policy 
in accordance with the provisions of this Section and shall provide notice to the Bond Insurer in 
accordance with the terms of the Bond Reserve Policy at least five Business Days prior to each date 
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upon which interest or principal is due on the Bonds.  Where deposits are required to be made by 
the City with the Trustee to the debt service fund for the Bonds more often than semi-annually, the 
Trustee shall be instructed to give notice to the Bond Insurer of any failure of the City to make 
timely payment in full of such deposits within two business days of the date due. 

(i) Notices to the Bond Insurer with respect to the Bond Reserve Policy shall be sent 
to the following address (or such other address as the Bond Insurer may designate in writing): 
Assured Guaranty Municipal Corp., 1633 Broadway, New York, New York 10019, Attention: 
Managing Director – Surveillance, Re: Policy No. ________. 

Unclaimed Moneys 

Anything contained in the Indenture to the contrary notwithstanding, any money held by the Trustee 
in trust for the payment and discharge of the interest or principal of the Bonds which remains unclaimed 
for the lesser of the period ending one day prior to the date such money would escheat to the State or two 
years after the date when the payments evidenced and represented by such Bonds have become payable, if 
such money was held by the Trustee at such date, or for the lesser of the period ending one day prior to the 
date such money would escheat to the State or two years after the date of deposit of such money if deposited 
with the Trustee after the date when the interest and principal evidenced and represented by such Bonds 
have become payable, the Trustee will pay such amounts to the City (without liability for interest) as its 
absolute property free from trust, and the Trustee will thereupon be released and discharged with respect 
thereto and the Owners will look only to the City for interest and principal represented by such Bonds. 

Benefits of Indenture Limited to Parties 

Nothing contained in the Indenture, expressed or implied, is intended to give to any person other 
than the City, the Trustee, the Bond Insurer and the Owners any claim, remedy or right under or pursuant 
hereto, and any agreement, condition, covenant or term contained herein required to be observed or 
performed by or on behalf of the City shall be for the sole and exclusive benefit of the Trustee, the Bond 
Insurer, and the Owners. 

Waiver of Personal Liability 

No board member, officer or employee of the City shall be individually or personally liable for the 
payment of the interest or principal the Bonds, but nothing contained in the Indenture shall relieve any 
board member, officer or employee of the City from the performance of any official duty provided by any 
applicable provisions of law or by the Indenture. 

Investments 

Amounts on deposit in any fund or account created pursuant to the Indenture shall be invested in 
Permitted Investments which will, as nearly as practicable, mature on or before the dates when such money 
is anticipated to be needed for disbursement under the Indenture, in accordance with such written directions 
as the City may from time to time provide to the Trustee.  The Trustee and any affiliates may act as sponsor, 
advisor, principal or agent in the acquisition or disposition of any such investment.  The Trustee will not be 
liable or responsible for any loss suffered in connection with any such investment made by it under the 
Indenture.  Interest or profit received on such investments (other than the Reserve Fund) shall be deposited 
to the Payment Account.  All interest, profits and other income received from the investment of moneys in 
the Reserve Fund shall be retained in the Reserve Fund to the extent amounts on deposit therein shall not 
be at least equal to the Reserve Requirement, and thereafter shall be transferred to the Payment Account.  
In computing the amount in any fund or account, Permitted Investments shall be valued at market value, 
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exclusive of accrued interest.  Valuation shall occur as determined by the City, but not less often than 
annually.  In determining the market value of Permitted Investments, the Trustee may use and rely 
conclusively and without liability upon any generally recognized pricing information service (including 
brokers and dealers in securities) available.  Except for investment agreements and repurchase agreements, 
if at any time after investment therein a Permitted Investment ceases to meet the criteria set forth in the 
definition of Permitted Investments and such obligation, aggregated with other non-conforming 
investments, exceeds 10% of invested funds, such Permitted Investment shall be sold or liquidated. 

California Law 

The Indenture shall be construed and governed in accordance with the laws of the State of 
California. 

Payments Due on Days  
That Are Not Business Days 

In any case where the date fixed for payment of principal or interest on the Bonds or the date fixed 
for redemption of Bonds shall not be a Business Day, then payment of such principal or interest or 
redemption price shall be made on the next succeeding Business Day, with the same force and effect as if 
made on such non-Business Day and no interest shall accrue on such amounts from and after such non-
Business Day. 
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APPENDIX B 

GENERAL INFORMATION REGARDING 
THE CITY OF WILLITS AND MENDOCINO COUNTY 

The following information concerning the City of Willits and Mendocino County are included only 
for the purpose of supplying general information regarding the area of the City.  The Bonds are not a debt 
of the County, the State or any of its political subdivisions, and none of the County, the State or any of their 
political subdivisions, is liable therefor. 

General Description and Background 

Mendocino County is a county located on the North Coast of California.  According to the 
U.S. Census Bureau, Mendocino County has a total area of 3,878 square miles, of which 3,506 is land and 
372 is water.  The county seat is Ukiah, California and as of the 2010 census, the County’s population was 
87,841.   

Mendocino County consists wholly of the Ukiah, CA Micropolitan Statistical Area for the purposes 
of the U.S. Census Bureau.  It is located approximately equidistant from the San Francisco Bay Area and 
California/Oregon border, separated from the Sacramento Valley to the east by the California Coastal 
Ranges.  While smaller areas of redwood forest are found further south, it is the southernmost California 
county to be included in the World Wildlife Fund’s Pacific temperate rainforests ecoregion, the largest 
temperate rainforest ecoregion on the planet.  The county is noted for its distinctive Pacific Ocean coastline, 
its location along California’s “Lost Coast”, Redwood forests, wine production, microbrews, and liberal 
views about the use of cannabis and support for its legalization.  In 2009 it was estimated that roughly 
one-third of the economy was based on the cultivation of marijuana.  The notable historic and recreational 
attraction of the “Skunk Train” connects Fort Bragg with Willits in Mendocino County via a steam-
locomotive engine, along with other vehicles.  

The City of Willits, located at the center of Mendocino County in the Little Lake Valley, 20 miles 
north of Ukiah on U.S. Route 101 (otherwise known as the Redwood Highway).  As of 2010, the city had 
a total area of 2.803 square miles, 99.83% of it land.  The City of Willits is at the center of Mendocino 
County and is located at the beginning of the county’s extensive redwood forests as approached by Highway 
101 from the south.  An arch donated to the city by Reno, Nevada in 1995 stands in the center of town.  The 
Arch is the repurposed second version of the Reno Arch, from which the City of Willits removed most of 
the original plastic panels and of which it replaced the star with the flag of the United States and the slogan 
of Reno with its own slogans “Gateway to the Redwoods” and “Heart of Mendocino County”. 

The City of Willits has a dry-summer subtropical or Mediterranean climate.  The mountains to the 
west along with a significant influence of mild Pacific air cause Willits to have a cool winter and hot 
day/cool night summer climate.  Average January temperatures range from 32 °F to 55 °F.  Average July 
temperatures range from 47 °F to 85 °F.  Annual precipitation averages 51.7 inches.  The wettest year on 
record was 1983 with 91.58 inches and the driest year on record was 2013 with 16.68 inches.  There are an 
average of 94 days with measurable precipitation.  There are occasional snow falls in Willits each year, 
with an average of 3.6 inches of snow annually.  



B-2 

Population 

The following table lists population figures for the City, County and the State for the last 
10 completed calendar years. 

City of Willits, Mendocino County and State of California 
Population Estimates 

Calendar Years 2011 Through 2020 
(as of January 1) 

Calendar Year City of Willits 
Mendocino 

County 
State of 

California 

2011 4,878 87,334 37,641,823
2012 4,873 87,304 37,960,782
2013 4,859 87,077 38,280,824
2014 4,863 87,257 38,625,139
2015 4,867 87,168 38,953,142
2016 4,887 87,382 39,209,127
2017 4,903 87,697 39,399,349
2018 4,935 87,606 39,557,045
2019 4,935 87,697 39,747,267
2020 4,935 87,697 39,937,489

____________________ 
Source: State Department of Finance, Demographic Research Unit
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Employment and Industry 

The following table shows the average annual estimated numbers of wage and salary workers by 
industry for Mendocino County for the years 2016 through 2020 (the latest year for which such information 
is available).  Figures do not include proprietors, the self-employed, unpaid volunteers or family workers, 
domestic workers in households, and persons in labor management disputes. 

Mendocino MSA 
Mendocino County 

Civilian Labor Force, Employment and Unemployment 
Calendar Years 2016 – 2020 

Annual Averages 

2020* 2019 2018 2017 2016 

Civilian Labor Force1 36,330 38,935 39,501 39,583 39,609
Employment 31,530 37,389 37,912 37,797 37,522
Unemployment 4,810 1,546 1,587 1,788 2,090
Unemployment Rate 13.2% 3.97% 4.02% 4.52% 5.27%
Wage and Salary Employment:2

Goods Producing 3,610 4,080 4,160 4,090 3,910
Mining, Logging and Construction 1,450 1,700 1,690 1,540 1,370
Mining and Logging 250 290 310 330 300
Construction 1,200 1,410 1,380 1,220 1,060
Manufacturing 2,160 2,380 2,470 2,540 2,550
Durable Goods 1,010 1,080 1,140 1,160 1,180
Nondurable Goods 1,150 1,300 1,330 1,390 1,370
Service Providing 23,530 27,540 27,690 27,490 27,160
Private Service Providing 17,020 20,370 20,520 20,250 19,930
Trade, Transportation & Utilities 5,480 6,270 6,360 6,310 6,180
Wholesale Trade 710 750 810 840 740
Retail Trade 4,100 4,810 4,820 4,760 4,730
Transportation, Warehousing & Utilities 670 710 730 710 710
Information 190 210 230 230 250
Financial Activities 1,010 1,060 1,070 1,060 1,050
Professional & Business Services 1,750 1,900 1,790 1,670 1,670
Educational & Health Services 5,360 5,830 5,780 5,750 5,580
Leisure & Hospitality 2,630 4,370 4,490 4,410 4,410
Other Services 600 740 810 810 790
Government 6,510 7,170 7,170 7,240 7,240
Federal Government 290 270 270 270 280
State & Local Government 6,220 6,900 6,890 6,960 6,960
State Government 640 600 580 560 570
Local Government 5,580 6,300 6,320 6,400 6,400

____________________ 
1 Labor force data is by place of residence; includes self-employed individuals, unpaid family workers, household domestic workers, and workers on strike. 
2 Industry employment is by place of work; excludes self-employed individuals, unpaid family workers, household domestic workers, and workers on strike. 
3 Totals may not add due to rounding. 
* Preliminary as of May 2020. 
Source: State of California Employment Development Department, Labor Market Information Division
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Major Employers 

The table below lists the largest manufacturing and non-manufacturing employers within the 
County as of January 2018: 

Mendocino County 
Major Employers 

Employer Name Location Industry 

Adventist Health Ukiah Vly Ukiah Outpatient Services
California Department - Forestry Willits Government Offices-State
Costco Wholesale Ukiah Wholesale Clubs
Coyote Valley Casino Redwood Valley Casinos
Dharma Realm Buddhist Assn Ukiah Associations
Fetzer Vineyards Hopland Wineries (mfs)
Frank R Howard Memorial Hosp Willits Hospitals
Little River Inn Golf & Tennis Little River Hotels & Motels
Mendocino Coast District Hosp Fort Bragg Hospitals
Mendocino Community Health Ukiah Clinics
Mendocino County Food Stamps Ukiah Government Offices-County
Mendocino County Office-Edu Ukiah Government Offices-County
Mendocino County Sheriff Point Arena Government Offices-County
Mendocino County Social Svc Ukiah Government Offices-County
Mendocino Redwood Co LLC Calpella Non-classified Establishments
Metalfx Willits Sheet Metal Fabricators (mfs)
Pacific Coast Farm Credit Ukiah Loans-Agricultural
Redwood Empire Packing Inc Ukiah Fruits & Vegetables-Growers & Shippers
Safeway Fort Bragg Grocers-Retail
Sawmill Ukiah Sawmills & Planing Mills-General (mfs)
Sho-Ka-Wah Casino Hopland Casinos
Ukiah City Civic Center Ukiah Government Offices-City/Village & Twp
Ukiah Valley Medical Ctr
____________________ 
Source: State of California Employment Development Department (extracted from the America’s Labor Market Information 
System (“ALMIS”) Employer Database, 2018 1st Edition)

Personal Income 

The United States Department of Commerce, Bureau of Economic Analysis (the “BEA”) produces 
economic accounts statistics that enable government and business decision-makers, researchers, and the 
public to follow and understand the performance of the national economy. 

The BEA defines “personal income” as income received by persons from all sources, including 
income received from participation in production as well as from government and business transfer 
payments.  Personal income represents the sum of compensation of employees (received), supplements to 
wages and salaries, proprietors’ income with inventory valuation adjustment (“IVA”) and capital 
consumption adjustment (“CCAdj”), rental income of persons with CCAdj, personal income receipts on 
assets, and personal current transfer receipts, less contributions for government social insurance.  Per capita 
personal income is calculated as the personal income divided by the resident population based upon the 
Census Bureau’s annual midyear population estimates. 
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The table below presents the latest available personal income for Mendocino County, the State and 
the United States for the calendar years 2015 through 2019 (the latest date for which such information is 
available). 

Mendocino County 
Personal Income 

(calendar years 2012 through 2016) 

Year and Area 
Personal Income 

(thousands of dollars) 

Per Capita 
Personal Income 

(dollars) 

2019:
County NA NA
State 2,633,925 66,661
United States 18,599,062* 56,663

2018:
County 4,393,445 50,150
State 2,514,129 63,711
United States 17,813,035* 54,526

2017:
County 4,175,373 47,611
State 2,370,112 60,219
United States 16,870,106* 51,910

2016:
County 4,072,182 46,602
State 2,263,890 57,801
United States 16,111,636* 49,890
2015:

County 3,940,219 45,203
State 2,171,947 55,808
United States 15,709,242* 48,994

____________________ 
* Millions of Dollars 
Source: U.S. Department of Commerce, Bureau of Economic Analysis
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Agriculture 

The City of Willits is located in one of the most productive agricultural areas in the United States.  
Mendocino County had a booming agricultural year in 2018.  The gross value of agricultural commodities 
for 2018 was $188,294,360, according to the Mendocino County Department of Agriculture, which is a 
7.59 percent increase over 2017.  The jump continued a 35.2 percent increase in the value of county 
agriculture since 2014.  Cannabis is not included in the county’s crop report. 

Mendocino County 
Gross Value of Agricultural Production 

2018 2017 2016 2015 2014 

Fruit & Nuts $152,631,600 $135,919,600 $136,561,100 $106,933,400 $106,699,000
Field Crops 13,037,960 12,654,000 11,722,200 11,137,500 10,514,500
Vegetable Products 1,120,000 1,085,000 1,115,000 1,150,000 1,252,000
Nursery Products 1,619,000 1,564,000 1,225,600 1,577,300 1,380,000
Livestock Production 18,496,800 18,735,000 10,077,900 11,792,400 13,245,800
Livestock and Poultry Products 1,389,000 5,255,400 5,135,300 5,519,500 6,204,600

Total $188,294,360 $175,013,000 $165,837,100 $138,110,100 $139,295,900
____________________ 
Source: Mendocino County Department of Agriculture, 2018 Crop Report 

The total gross agricultural value for all commodities produced in 2018 was $320,810,620, 
according to the Mendocino County Department of Agriculture, 2018 Crop Report (the “Crop Report”), 
which represents a 15.8% increase compared to the 2017 value of $276,998,150.  The following table shows 
a summary of production as described in the Crop Report: 

Mendocino County 
Summary of Production 

Commodity 
Gross Production 

Value in 2018 

Fruits and Nuts $152,631,600
Livestock Production 18,496,800
Livestock and Poultry Products 1,389,000
Nursery Production 1,619,000
Vegetable Crops 1,120,000
Field Crops 13,037,960
Forest Products $132,516,260

Total $320,810,620*

____________________ 
* Milk production values were not available at the time of publication so were 
not included in the total. 
Source: Mendocino County Department of Agriculture, 2018 Crop Report



B-7 

Commercial Activity 

Summaries of historic taxable sales within the City of Willits during the past five years for which 
data is available are shown in the following table.  

City of Willits 
Taxable Retail Sales 

Number of Permits and Valuation of Taxable Transactions 

Retail and Food Service Total All Outlets 

Number of 
Permits 

Taxable 
Transactions 

Number of 
Permits 

Taxable 
Transactions 

2015 229 $119,754,426 347 $144,379,359
2016 219 118,098,900 356 140,909,835
2017 225 114,816,705 348 134,351,682
2018 207 111,172,365 375 130,193,307
2019* 207 88,895,576 381 101,138,828

____________________ 
* Through September 30, 2019. 
Source: California Department of Tax and Fee Administration (Sales & Use Tax)

Summaries of historic taxable sales within Mendocino County during the past five years for which 
data is available are shown in the following table.  

Mendocino County 
Taxable Retail Sales 

Number of Permits and Valuation of Taxable Transactions) 

Retail and Food Service Total All Outlets 

Number of 
Permits 

Taxable 
Transactions 

Number of 
Permits 

Taxable 
Transactions 

2015 2,438 $1,035,146,061 3,956 $1,378,771,673
2016 2,484 1,075,855,251 4,089 1,425,362,190
2017 4,460 1,111,879,997 4,460 1,467,641,750
2018 2,492 1,150,832,288 4,796 1,490,850,025
2019* 2,486 921,240,162 4,940 1,175,126,600

____________________ 
*Through September 30, 2019. 
Source: California Department of Tax and Fee Administration (Sales & Use Tax)

Transportation 

The City of Willits is centrally located in Mendocino County at the intersection of U.S. Hwy 101 
and westbound California State Hwy 20.  Eastbound Hwy 20 lies 14 miles to the south and I-5 is located 
96 miles to the east of the City of Willits.   

Public Transportation includes the (i) Mendocino Transit Authority, which provides local dial-a-
ride and senior transportation service within the Willits valley and connecting service to Ukiah, the 
Mendocino Coast, Santa Rosa and to the San Francisco Bay Area; (ii) Greyhound Bus Line which provides 
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long distance service; and (iii) Amtrak ThruWay Bus Service which offers guaranteed connections to and 
from Amtrak trains at California Western Depot-Commercial Street. 

Willits industrial and manufacturing firms are served by trucking firms offering trans-continental, 
interstate and regional shipping options to provide service to the area. 

The Willits Municipal Airport (Ell’s Field), located in Brooktrails, approximately 2-1/2 miles from 
the city, is 2,054 feet above sea level with a 3,000-ft. runway and 21 hangers.  Other airports serving the 
Willits area include Ukiah Municipal Airport – 25 miles south of Willits, (ii) Santa Rosa Airport – 80 miles 
south of Willits; (iii) San Francisco International Airport – 150 miles south of Willits; (iv) Sacramento 
International Airport – 150 miles east of Willits; and (v) Oakland International Airport – 150 miles south 
of Willits. 

The North Coast Railroad Authority is the governing body for the Northwestern Pacific Railroad 
and the Skunk Train. Willits is the eastern terminus of the Skunk Train, which provides passenger excursion 
service between Willits and Fort Bragg. 

Education 

The Willits Unified School District provides a rigorous, standards-based, differentiated curriculum, 
with opportunities for every student to be successful and engaged, and includes the following schools: 
(i) Brookside Elementary School, (ii) Blosser Lane Elementary School, (iii) Sherwood Elementary School, 
(iv) Baechtel Grove Middle School, (v) Willits High School, and (vi) Sanhedrin High School.  The 
challenging, caring and safe educational environment at each school prepares students to be positive 
members of the community, effective communicators, problem solvers, and life-long learners.   

Willits Adult Education offers a High School Diploma class to those 18 and above where students 
work with a teacher one-on-one to earn credits toward a high school diploma.  The diploma is issued through 
the Willits Unified School District. 

Mendocino College, located in Ukiah (16.1 miles from Willits), is a small two-year community 
college offering undergraduate programs.  Mendocino College has an open admission policy which permits 
enrollment by any high school graduate or GED holding student.   

Santa Rosa Junior College, located in Santa Rosa (74 miles from Willits), is a mid-size two-year 
community college offering undergraduate programs.  Santa Rosa Junior College has an open admission 
policy which permits enrollment by any high school graduate or GED holding student.   

Sonoma State University, located in Rohnert Park (82 miles from Willits), is a mid-size four-year 
public college offering both undergrad and graduate programs, and is ranked 905 nationally in the 
CollegeSimply.com 2020 U.S. Colleges Ranking. 

California State University Chico, located in Chico (150 miles from Willits), is a large four-year 
public college offering both undergrad and graduate programs, and is ranked 505 nationally in the 
CollegeSimply.com 2020 U.S. Colleges Ranking. 
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APPENDIX D 

FORM OF OPINION OF BOND COUNSEL 

Upon the delivery of the Bonds, Kutak Rock LLP proposes to render its final approving opinion 
with respect to the Bonds in substantially the following form: 

[Closing Date] 

[Addressees] 

$______ 
City of Willits 

Wastewater Revenue Refunding Bonds 
Series 2020A 

Ladies and Gentlemen: 

We have acted as Bond Counsel to the City of Willits (the “City”) in connection with the sale and 
issuance of $[_______] aggregate principal amount of the City’s Wastewater Revenue Refunding Bonds, 
Series 2020A (the “Bonds”).  The Bonds are being issued pursuant to the Constitution and laws of the State 
of California, including the provisions of Articles 10 and 11, Division 2, Title 5 (commencing with Section 
53570) of the California Government Code, as amended, an Indenture of Trust, dated as of August 1, 2020 
(the “Indenture”), between the City and U.S. Bank National Association, San Francisco, California (the 
“Trustee”), a resolution of the City adopted April 22, 2020 and a resolution of the City adopted on July 21, 
2020 (collectively, the “Resolution”). The City is obligated under the Indenture to pay principal of and 
interest on the Bonds solely from Gross Revenues (as defined in the Indenture) and other funds specified 
in the Indenture. 

As Bond Counsel we have examined copies certified to us as being true and complete copies of the 
proceedings of the City and in connection with the authorization and sale of the Bonds.  In this connection, 
we have also examined such other documents, opinions and instruments as we have deemed necessary in 
order to render the opinions expressed herein.  In such examination, we have assumed the genuineness of 
all signatures on original documents (other than signatures of the City) and the conformity to the original 
documents of all copies submitted to us.  We have also assumed the due execution and delivery of all 
documents (other than with respect to the City) which we have examined where due execution and delivery 
are a prerequisite to the effectiveness thereof.  As to the various questions of fact material to our opinion, 
we have relied upon statements or certificates of officers and representatives of the City, public officials 
and others. 

On the basis of the foregoing examination and assumptions and in reliance thereon and on all such 
other matters of fact as we deemed relevant under the circumstances, and upon consideration of the 
applicable law, we are of the opinion that: 

1. The Indenture has been duly adopted by the City and constitutes the valid and binding 
obligation of the City enforceable against the City in accordance with its terms.  The Indenture creates a 
valid lien on and pledge of the Gross Revenues and other funds pledged thereby for the security of the 
Bonds, in accordance with the terms of the Indenture. 
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2. The Bonds have been duly authorized, executed and delivered by the City and are valid 
and binding special obligations of the City, payable solely from the sources provided therefor in the 
Indenture. 

3. The obligation of the City to make payments on the Bonds does not constitute a debt of the 
City, or of the State of California or of any political subdivision thereof, in contravention of any 
constitutional or statutory debt limit or restriction, and does not constitute an obligation for which the City 
is obligated to levy or pledge any form of taxation or for which the City has levied or pledged any form of 
taxation. 

4. Interest received by the owners of the Bonds is excludable under existing statutes, 
regulations, rulings and court decisions, from gross income for federal income tax purposes pursuant to 
Section 103(a) of the Internal Revenue Code of 1986, as amended (the “Code”).  Interest on the Bonds is 
not a specific preference item for purposes of the federal alternative minimum tax.  Interest received by the 
owners of the Bonds is exempt from personal income taxes of the State of California under present law. 

In rendering the opinions expressed in paragraph 4 above, we are relying upon representations and 
covenants of the City in the Indenture and in the Tax Certificate of the City, dated as of the date hereof, 
concerning the use of the facilities refinanced with Bond proceeds, the investment and use of Bond proceeds 
and the rebate, if any, to the federal government of certain earnings thereon.  In addition, we have assumed 
that all such representations are true and correct and that the City will comply with such covenants.  We 
express no opinion with respect to the exclusion of the interest from gross income under Section 103(a) of 
the Code in the event that any such representations are untrue or the City fails to comply with such 
covenants.  Except as stated above, we express no opinion as to any federal tax consequences of the receipt 
of interest on, or the ownership or disposition of the Bonds. 

Certain agreements, requirements and procedures contained or referred to in the Indenture, the Tax 
Certificate and other relevant documents may be changed, and certain actions (including, without limitation, 
defeasance of the Bonds) may be taken or omitted under the circumstances and subject to the terms and 
conditions set forth in such documents.  No opinion is expressed herein as to any payment of interest on the 
Bonds if any such change occurs or action is taken or omitted to be taken upon the advice or approval of 
counsel other than ourselves. 

Further, we note that the rights of the owners of the Bonds and the enforceability of the Bonds or 
the Indenture may be subject to bankruptcy, insolvency, reorganization, arrangement, fraudulent 
conveyance, moratorium and other similar laws affecting creditors’ rights, to the application of equitable 
principles, to the exercise of judicial discretion in appropriate cases and to the limitations on legal remedies 
against governmental entities in the State of California.  We express no opinion with respect to any 
indemnification, contribution, choice of law, choice of forum or waiver provisions contained in the 
foregoing documents.  Finally, we undertake no responsibility herein for the accuracy, completeness or 
fairness of the Official Statement or other offering material relating to the Bonds and express no opinion 
with respect thereto. 

Respectfully submitted, 



APPENDIX E 

FORM OF 
CONTINUING DISCLOSURE CERTIFICATE 

$______ 
City of Willits 

Wastewater Revenue Refunding Bonds 
Series 2020A 

This Continuing Disclosure Certificate (the “Disclosure Certificate”) is executed and delivered by 
the City of Willits (the “City”) in connection with the issuance of the City of Willits Wastewater Revenue 
Refunding Bonds, Series 2020A (the “Bonds”).  The Bonds are being issued pursuant to an Indenture of 
Trust, dated as of August 1, 2020 (the “Indenture”), between the City and U.S. Bank National Association, 
San Francisco, California (the “Trustee”).  The City covenants and agrees as follows: 

Section 1.  Purpose of the Disclosure Certificate.  This Disclosure Certificate is being executed 
and delivered by the City for the benefit of the Owners of the Bonds and in order to assist the Participating 
Underwriter (as defined herein) in complying with S.E.C. Rule 15c2-12(b)(5). 

Section 2.  Definitions.  In addition to the definitions set forth in the Indenture, which apply to any 
capitalized term used in this Disclosure Certificate unless otherwise defined in this Section, the following 
capitalized terms shall have the following meanings: 

“Annual Report” shall mean any Annual Reports provided by the City pursuant to, and as described 
in, Sections 3 and 4 of this Disclosure Certificate. 

“Disclosure Representative” shall mean the Finance Director of the City, or his or her designee, or 
such other officer or employee as the City shall designate in writing to the Dissemination Agent, if other 
than the City, from time to time. 

“Dissemination Agent” shall initially mean the City, or any successor Dissemination Agent 
designated in writing by the City and which has filed with the City a written acceptance of such designation. 

“EMMA” shall mean the Municipal Securities Rulemaking Board’s Electronic Municipal Market 
Access System for municipal securities disclosures, maintained on the Internet at http://emma.msrb.org/. 

“Financial Obligation” shall mean a: (A) debt obligation; (B) derivative instrument entered into in 
connection with, or pledged as security or a source of payment for, an existing or planned debt obligation; 
or (C) guarantee of (A) or (B).  The term “Financial Obligation” does not include municipal securities as 
to which a final official statement has been provided to the Municipal Securities Rulemaking Board 
consistent with the Rule. 

“Fiscal Year” shall mean the 12-month period beginning on July 1 of each year and ending on June 
30 of the same year. 

“Listed Events” shall mean any of the events listed in Section 5(a) of this Disclosure Certificate. 

“Participating Underwriter” shall mean the original underwriter of the Bonds required to comply 
with the Rule in connection with the offering of the Bonds. 
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“Repository” shall mean EMMA. 

“Rule” shall mean Rule 15c2-12(b)(5) adopted by the Securities and Exchange Commission under 
the Securities Exchange Act of 1934, as the same may be amended from time to time. 

Section 3.  Provision of Annual Reports. 

(a) The City shall, or shall cause the Dissemination Agent to, annually not later than 
March 31 in each year following the end of the City’s Fiscal Year, commencing with the report for 
Fiscal Year ending June 30, 2020, provide to the Repository an Annual Report which is consistent 
with the requirements of Section 4 of this Disclosure Certificate.  Not later than 15 Business Days 
prior to said date, the City shall provide the Annual Report to the Dissemination Agent.  In each 
case, the Annual Report may be submitted as a single document or as separate documents 
comprising a package and may cross-reference other information as provided in Section 4 of this 
Disclosure Certificate.  The information contained or incorporated in each Annual Report shall be 
for the Fiscal Year which ended on the preceding June 30.  The City shall provide a written 
certification with each Annual Report furnished to the Dissemination Agent to the effect that such 
Annual Report constitutes the Annual Report required to be furnished by it hereunder.  The 
Dissemination Agent may conclusively rely upon such certifications of the City and shall have no 
liability, duty or obligation whatsoever to review any such Annual Report.  Further, the 
Dissemination Agent shall have no liability for the contents of any such annual report. 

(b) If the City is unable to provide to the Repository an Annual Report by the date 
required in this Section 3, the City shall send a notice in a timely manner to the Repository in 
substantially the form attached as Exhibit A. 

(c) Not later than 15 Business Days prior to said date, the City shall provide the Annual 
Report to the Dissemination Agent (if other than the City).  The Dissemination Agent shall: 

(i) determine each year prior to the date for providing the Annual Report the 
name and address of the Repository, if any; and 

(ii) if the Dissemination Agent is other than the City, file a report with the City 
certifying that the Annual Report has been provided pursuant to this Disclosure Certificate, 
stating the date it was provided and listing the Repository to which it was provided. 

Section 4.  Content of Annual Reports.  The City’s Annual Report shall contain or incorporate 
by reference the most recent audited financial statements of the City prepared in accordance with generally 
accepted accounting principles promulgated to apply to governmental entities from time to time by the 
Governmental Accounting Standards Board.  If the City’s audited financial statements are not available by 
the time the Annual Report is required to be filed pursuant to this Section, the Annual Report shall contain 
unaudited financial statements in a format similar to the financial statements contained in the final Official 
Statement, and the audited financial statements shall be filed in the same manner as the Annual Report 
when they become available.  In addition, the Annual Report shall contain an annual updating of the 
following tables and information contained in the Official Statement: 

(a) Table II - Historical Wastewater System Revenues; 

(b) Table III - Ten Largest Wastewater System Customers; and 
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(c) Table VII – Historic Operating Results, including the debt service coverage 
calculation, for the last completed fiscal year. 

In addition to any of the information expressly required to be provided under this Section, the City 
shall provide such further information, if any, as may be necessary to make the specifically required 
statements, in the light of the circumstances under which they are made, not misleading. 

Any or all of the items listed above may be incorporated by reference from other documents, 
including official statements of debt issues of the City or related public entities, which have been submitted 
to the Repository or the Securities and Exchange Commission.  If the document incorporated by reference 
is a final official statement, it must be available from the Municipal Securities Rulemaking Board.  The 
City shall clearly identify each such other document so incorporated by reference. 

Section 5.  Reporting of Significant Events. 

(a) The City shall give or cause to be given, notice of the occurrence of any of the 
following events with respect to the Bonds not later than 10 business days after the occurrence of 
the event: 

(i) principal and interest payment delinquencies; 

(ii) unscheduled draws on debt service reserves reflecting financial 
difficulties; 

(iii) unscheduled draws on credit enhancements reflecting financial 
difficulties; 

(iv) substitution of credit or liquidity providers, or their failure to perform; 

(v) adverse tax opinions or issuance by the Internal Revenue Service of 
proposed or final determination of taxability or of a Notice of Proposed Issue (IRS 
Form 5701 TEB); 

(vi) tender offers; 

(vii) defeasances; 

(viii) rating changes; 

(ix) bankruptcy, insolvency, receivership or similar event of the obligated 
person; 

(x) default, event of acceleration, termination event, modification of terms or 
other similar events under the terms of a Financial Obligation of the City, any of which 
reflect financial difficulties. 

For the purposes of the event identified in Section 5(a)(ix), the event is considered to occur 
when any of the following occur: the appointment of a receiver, fiscal agent or similar officer for 
an obligated person in a proceeding under the U.S. Bankruptcy Code or in any other proceeding 
under state or federal law in which a court or governmental authority has assumed jurisdiction over 
substantially all of the assets or business of the obligated person, or if such jurisdiction has been 
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assumed by leaving the existing governmental body and officials or officers in possession but 
subject to the supervision and orders of a court or governmental authority, or the entry of an order 
confirming a plan of reorganization, arrangement or liquidation by a court or governmental 
authority having supervision or jurisdiction over substantially all of the assets or business of the 
obligated person. 

(b) The City shall give, or cause to be given, notice of the occurrence of any of the 
following events with respect to the Bonds, if material, not later than 10 business days after the 
occurrence of the event: 

(i) unless described in Section 5(a)(v), other material notices or 
determinations by the Internal Revenue Service with respect to the tax status of the Bonds 
or other material events affecting the tax status of the Bonds; 

(ii) modifications to rights of Bond holders; 

(iii) bond calls; 

(iv) release, substitution, or sale of property securing repayment of the Bonds; 

(v) non-payment related defaults; 

(vi) the consummation of a merger, consolidation, or acquisition involving an 
obligated person or the sale of all or substantially all of the assets of the obligated person, 
other than in the ordinary course of business, the entry into a definitive agreement to 
undertake such an action or the termination of a definitive agreement relating to any such 
actions, other than pursuant to its terms; or 

(vii) appointment of a successor or additional trustee or the change of name of 
a trustee. 

(viii) Incurrence of a Financial Obligation of the City, if material, or agreement 
to covenants, events of default, remedies, priority rights, or other similar terms of a 
Financial Obligation of the City, any of which affect security holders, if material. 

(c) Whenever the City obtains knowledge of the occurrence of a Listed Event 
described in Section 5(b), the City shall determine if such event would be material under applicable 
federal securities laws. 

(d) If the City learns of the occurrence of a Listed Event described in Section 5(a), or 
determines that knowledge of a Listed Event described in Section 5(b) would be material under 
applicable federal securities laws, the City shall, within 10 business days of occurrence, file a notice 
of such occurrence with the Repository in electronic format, accompanied by such identifying 
information as is prescribed by the Repository.   

Section 6.  Termination of Reporting Obligation.  The City’s obligations under this Disclosure 
Certificate shall terminate upon the defeasance, prior redemption or payment in full of all of the Bonds. If 
such termination occurs prior to the final maturity of the Bonds, the City shall give notice of such 
termination in the same manner as for a Listed Event under Section 5(e). 
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Section 7.  Dissemination Agent.  The City may, from time to time, appoint or engage a 
Dissemination Agent to assist it in carrying out its obligations under this Disclosure Certificate, and may 
discharge any such Dissemination Agent, with or without appointing a successor Dissemination Agent.  
The Dissemination Agent may resign by providing 30 days’ written notice to the City.  If at any time there 
is no designated Dissemination Agent appointed by the City, or if the Dissemination Agent so appointed is 
unwilling or unable to perform the duties of the Dissemination Agent hereunder, the City shall be the 
Dissemination Agent and undertake or assume its obligations hereunder. 

Section 8.  Amendment; Waiver.  Notwithstanding any other provision of this Disclosure 
Certificate, the City may amend this Disclosure Certificate (and the Dissemination Agent shall agree to any 
amendment requested by the City, provided the Dissemination Agent shall not be obligated to enter into 
any amendment increasing or affecting its duties or obligations), and any provision of this Disclosure 
Certificate may be waived, if such amendment or waiver is supported by an opinion of counsel expert in 
federal securities law, acceptable to the City and the Dissemination Agent, to the effect that such 
amendment or waiver would not, in and of itself, cause the undertakings herein to violate the Rule if such 
amendment or waiver had been effective on the date hereof but taking into account any subsequent change 
in or official interpretation of the Rule. 

Section 9.  Additional Information.  Nothing in this Disclosure Certificate shall be deemed to 
prevent the City from disseminating any other information, using the means of dissemination set forth in 
this Disclosure Certificate or any other means of communication, or including any other information in any 
Annual Report or notice of occurrence of a Listed Event, in addition to that which is required by this 
Disclosure Certificate.  If the City chooses to include any information in any Annual Report or notice of 
occurrence of a Listed Event in addition to that which is specifically required by this Disclosure Certificate, 
the City shall have no obligation under this Disclosure Certificate to update such information or include it 
in any future Annual Report or notice of occurrence of a Listed Event. 

Section 10.  Default.  In the event of a failure of the City to comply with any provision of this 
Disclosure Certificate, the Dissemination Agent, at the written request of any Participating Underwriter or 
the Owners of at least 25% of the aggregate principal amount of the outstanding Bonds, shall (but only to 
the extent funds in any amount satisfactory to the Dissemination Agent have been provided to it or it has 
been otherwise indemnified to its satisfaction from any cost, liability, expense or additional charges 
whatsoever related thereto, including, without limitation, fees and expenses of its attorneys), or any Bond 
owner may, take such actions as may be necessary and appropriate, including seeking mandate or specific 
performance by court order, to cause the City to comply with its obligations under this Disclosure 
Certificate.  A default under this Disclosure Certificate shall not be deemed an event of default under the 
Indenture and the sole remedy under this Disclosure Certificate in the event of any failure of the City to 
comply with this Disclosure Certificate shall be an action to compel performance. 

Section 11.  Duties, Immunities and Liabilities of the Dissemination Agent.  The Indenture is 
hereby made applicable to this Disclosure Certificate as if this Disclosure Certificate were (solely for this 
purpose) contained in the Indenture.  The Dissemination Agent shall be entitled to the protections and 
limitations afforded to the Trustee under said Indenture.  The Dissemination Agent shall have only such 
duties as are specifically set forth in this Disclosure Certificate, and the City agree to indemnify and save 
the Dissemination Agent, its officers, directors, employees and agents, harmless against any loss, expense 
and liabilities which it may incur arising out of or in the exercise or performance of its duties hereunder, 
including the costs and expenses (including attorneys’ fees) of defending against any claim of liability, but 
excluding liabilities due to the Dissemination Agent’s negligence or willful misconduct.  The Dissemination 
Agent shall be paid compensation by the City for its services provided hereunder in accordance with its 
schedule of fees as amended from time to time and shall be reimbursed by the City all expenses, legal fees 
and advances made or incurred by the Dissemination Agent in the performance of its duties hereunder.  The 
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Dissemination Agent shall not have any duty or obligation to review any information provided to it 
hereunder or shall be deemed to be acting in any fiduciary capacity for the City, the owners of the Bonds 
or any other party.  The obligations of the City under this Section shall survive resignation or removal of 
the Dissemination Agent and payment of the Bonds.  Any company succeeding to all or substantially all of 
the Dissemination Agent’s corporate trust business shall be the successor to the Dissemination Agent 
hereunder without the execution or filing of any document or any further act. 

Section 12.  Beneficiaries.  This Disclosure Certificate shall inure solely to the benefit of the City, 
the Dissemination Agent, the Participating Underwriter and the Owners from time to time of the Bonds, 
and shall create no rights in any other person or entity. 

Dated: [Closing Date] 

CITY OF WILLITS 

By  
 City Manager 
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EXHIBIT A 

NOTICE OF MUNICIPAL SECURITIES RULEMAKING BOARD 
OF FAILURE TO FILE ANNUAL REPORT 

Name of Issuer: City of Willits 

Name of Issue: City of Willits Wastewater Revenue Refunding Bonds, Series 2020A 

Date of Issuance: [Closing Date] 

NOTICE IS HEREBY GIVEN that the City has not provided an Annual Report with respect to the 
above-named Bonds as required by the Continuing Disclosure Certificate.  The City anticipates that the 
Annual Report will be filed by _____________________________. 

Dated: _____________________ 

CITY OF WILLITS 

By  
[no signature required; form only] 
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APPENDIX F 

THE BOOK-ENTRY SYSTEM 

The information concerning DTC set forth herein has been supplied by DTC, and the City assumes 
no responsibility for the accuracy thereof. 

Unless a successor securities depository is designated pursuant to the Indenture, DTC will act as 
Securities Depository for the Bonds.  The Bonds will be issued as fully registered securities, registered in 
the name of Cede & Co., DTC’s partnership nominee, or such other name as may be requested by an 
authorized representative of DTC.  One fully registered Bond will be issued for each maturity of the Bonds, 
each in the aggregate principal amount of such maturity, and will be deposited with DTC. 

DTC and Its Participants 

DTC, the world’s largest securities depository, is a limited-purpose trust company organized under 
the New York Banking Law, a “banking organization” within the meaning of the New York Banking Law, 
a member of the Federal Reserve Enterprise, a “clearing corporation” within the meaning of the New York 
Uniform Commercial Code and a “clearing corporation” registered pursuant to the provisions of 
Section 17A of the Securities Exchange Act of 1934.  DTC holds and provides asset servicing for over 
3.6 million issues of U.S. and non-U.S. equity issues, corporate and municipal debt issues, and money 
market instruments from over 100 countries that DTC’s participants (“Direct Participants”) deposit with 
DTC.  DTC also facilitates the post-trade settlement among Direct Participants of sales and other securities 
transactions in deposited securities, through electronic computerized book-entry transfer and pledges 
between Direct Participants’ accounts.  This eliminates the need for physical movement of securities 
certificates.  Direct Participants include both U.S. and non-U.S. securities brokers and dealers, banks, trust 
companies, clearing corporations and certain other organizations.  DTC is a wholly-owned subsidiary of 
The Depository Trust & Clearing Corporation (“DTCC”).  DTCC, in turn, is owned by a number of Direct 
Participants of DTC and Members of the National Securities Clearing Corporation, Fixed Income Clearing 
Corporation, and Emerging Markets Clearing Corporation (NSCC, FICC, and EMCC, also subsidiaries of 
DTCC) as well as by the New York Stock Exchange, Inc., the American Stock Exchange LLC, and the 
National Association of Securities Dealers, Inc.  Access to the DTC system is also available to others, such 
as both U.S. and non-U.S. securities brokers and dealers, banks and trust companies, and clearing 
corporations that clear through or maintain a custodial relationship with a Direct Participant, either directly 
or indirectly (“Indirect Participants”).  DTC has been rated “AA+” by S&P.  The DTC Rules applicable to 
its Participants are on file with the Securities Exchange Commission.  More information about DTC can be 
found at www.dtcc.com and www.dtc.org. 

Purchase of Ownership Interests 

Purchases of the Bonds under the DTC system must be made by or through Direct Participants, 
which will receive a credit for the Bonds on DTC’s records.  The ownership interest of each actual purchaser 
of each Bond (“Beneficial Owner”) is in turn to be recorded on the Direct and Indirect Participants’ records.  
Beneficial Owners will not receive written confirmation from DTC of their purchase.  Beneficial Owners 
are, however, expected to receive written confirmations providing details of the transaction, as well as 
periodic statements of their holdings, from the Direct or Indirect Participant through which the Beneficial 
Owner entered into the transaction.  Transfers of ownership interests in the Bonds are to be accomplished 
by entries made on the books of Direct and Indirect Participants acting on behalf of Beneficial Owners.  
Beneficial Owners will not receive certificates representing their ownership interests in the Bonds, except 
in the event that use of the book-entry system for the Bonds is discontinued. 
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To facilitate subsequent transfers, all Bonds deposited by Direct Participants with DTC are 
registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as may be requested 
by an authorized representative of DTC.  The deposit of Bonds with DTC and their registration in the name 
of Cede & Co. or such other DTC nominee do not effect any change in beneficial ownership.  DTC has no 
knowledge of the actual Beneficial Owners of the Bonds; DTC’s records reflect only the identity of the 
Direct Participants to whose accounts such securities are credited, which may or may not be the Beneficial 
Owners.  The Direct and Indirect Participants will remain responsible for keeping account of their holdings 
on behalf of their customers. 

Notices and Other Communications 

Conveyance of notices and other communications by DTC to Direct Participants, by Direct 
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial 
Owners will be governed by arrangements among them, subject to any statutory or regulatory requirements 
as may be in effect from time to time.  THE CITY AND THE TRUSTEE WILL NOT HAVE ANY 
RESPONSIBILITY OR OBLIGATION TO SUCH DTC PARTICIPANTS OR THE PERSONS FOR 
WHOM THEY ACT AS NOMINEES WITH RESPECT TO THE BONDS. 

Redemption notices shall be sent to DTC.  If less than all of the Bonds within an issue are being 
redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct Participant in 
such issue to be redeemed. 

Voting Rights 

Neither DTC nor Cede & Co. will consent or vote with respect to the Bonds unless authorized by 
a Direct Participant in accordance with DTC’s procedures.  Under its usual procedures, DTC mails an 
Omnibus Proxy to an issuer as soon as possible after the record date.  The Omnibus Proxy assigns Cede & 
Co.’s consenting or voting rights to those Direct Participants to whose accounts the Bonds are credited on 
the record date (identified in a listing attached to the Omnibus Proxy). 

Redemption Proceeds 

Payments of principal and interest on the Bonds will be made to Cede & Co., or such other nominee 
as may be requested by an authorized representative of DTC.  DTC’s practice is to credit Direct Participants’ 
accounts on interest payment dates in accordance with their respective holdings shown on DTC’s records 
unless DTC has reason to believe that it will not receive payment on the interest payment date.  Payments 
by Participants to Beneficial Owners will be governed by standing instructions and customary practices, as 
is the case with securities held for the accounts of customers in bearer form or registered in “street name,” 
and will be the responsibility of such Participant and not of DTC nor its nominee, the Trustee, or the City, 
subject to any statutory or regulatory requirements as may be in effect from time to time.  Payment of 
redemption proceeds, principal and interest to Cede & Co., or such other nominee as may be requested by 
an authorized representative of DTC is the responsibility of the Trustee, disbursement of such payments to 
Direct Participants will be the responsibility of DTC, and disbursement of such payments to the Beneficial 
Owners will be the responsibility of Direct and Indirect Participants. 

THE TRUSTEE AND THE CITY SHALL NOT HAVE ANY RESPONSIBILITY OR 
OBLIGATION TO ANY DTC PARTICIPANT, ANY BENEFICIAL OWNER OR ANY OTHER 
PERSON CLAIMING A BENEFICIAL OWNERSHIP INTEREST IN THE BONDS UNDER OR 
THROUGH DTC OR ANY DTC PARTICIPANT, OR ANY OTHER PERSON WHICH IS NOT SHOWN 
ON THE REGISTRATION BOOKS OF THE TRUSTEE AS BEING AN OWNER OF BONDS, WITH 
RESPECT TO THE ACCURACY OF ANY RECORDS MAINTAINED BY DTC OR ANY DTC 
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PARTICIPANT; THE PAYMENT BY DTC OR ANY DTC PARTICIPANT OF ANY AMOUNT IN 
RESPECT OF THE PRINCIPAL OF, AND PREMIUM, IF ANY, OR INTEREST ON THE BONDS; 
ANY NOTICE WHICH IS PERMITTED OR REQUIRED TO BE GIVEN TO OWNER OF THE BONDS 
UNDER THE INDENTURE; THE SELECTION BY DTC OR ANY DIRECT OR INDIRECT 
PARTICIPANT OF ANY PERSON TO RECEIVE PAYMENT IN THE EVENT OF A PARTIAL 
REDEMPTION OF THE BONDS; ANY CONSENT OR OTHER ACTION TAKEN BY DTC AS 
OWNER OF THE BONDS; OR ANY OTHER PROCEDURES OR OBLIGATIONS OF DTC UNDER 
THE BOOK-ENTRY SYSTEM. 

SO LONG AS CEDE & CO. IS THE REGISTERED OWNER OF THE BONDS, AS NOMINEE 
OF DTC, REFERENCES HEREIN TO THE REGISTERED OWNERS OF THE BONDS SHALL MEAN 
CEDE & CO., AS AFORESAID, AND SHALL NOT MEAN THE BENEFICIAL OWNERS OF THE 
BONDS (EXCEPT FOR THE MATTERS UNDER THE CAPTION “TAX MATTERS” HEREIN). 

The foregoing description of the procedures and record keeping with respect to beneficial 
ownership interests in the Bonds, payment of principal and interest on the Bonds to DTC Participants or 
Beneficial Owners, confirmation and transfer of beneficial owner interest in such Bonds and other related 
transactions by and between DTC, the DTC Participants and the Beneficial Owner is based solely on 
information provided by DTC.  Accordingly, no representations can be made concerning these matters, and 
neither the DTC Participants nor the Beneficial Owners should rely on the foregoing information with 
respect to such matters, but should instead confirm the same with DTC or the DTC Participants, as the case 
may be. 

Discontinuance of Book-Entry System 

DTC may discontinue providing its services as securities depository with respect to the Bonds at 
any time by giving reasonable notice to the City or the Trustee.  Under such circumstances, in the event 
that a successor securities depository is not obtained, Bonds are required to be printed and delivered as 
described in the Indenture. 

The City may decide to discontinue use of the system of book-entry transfers through DTC (or a 
successor securities depository).  In that event, Bonds will be printed and delivered as described in the 
Indenture. 
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SPECIMEN MUNICIPAL BOND INSURANCE POLICY 
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MUNICIPAL BOND
INSURANCE POLICY

ISSUER:

BONDS: $ in aggregate principal amount of

Policy No:     -N

Effective Date:

Premium:  $

 ASSURED GUARANTY MUNICIPAL CORP. ("AGM"), for consideration received, hereby
UNCONDITIONALLY AND IRREVOCABLY agrees to pay to the trustee (the "Trustee") or paying agent (the
"Paying Agent") (as set forth in the documentation providing for the issuance of and securing the Bonds)  for
the Bonds, for the benefit of the Owners or, at the election of AGM, directly to each Owner, subject only to
the terms of this Policy (which includes each endorsement hereto), that portion of the principal of and
interest on the Bonds that shall become Due for Payment but shall be unpaid by reason of Nonpayment by
the Issuer.

 On the later of the day on which such principal and interest becomes Due for Payment or the
Business Day next following the Business Day on which AGM shall have received Notice of Nonpayment,
AGM will disburse to or for the benefit of each Owner of a Bond the face amount of principal of and interest
on the Bond that is then Due for Payment but is then unpaid by reason of Nonpayment by the Issuer, but
only upon receipt by AGM, in a form reasonably satisfactory to it, of (a) evidence of the Owner's right to
receive payment of the principal or interest then Due for Payment and (b) evidence, including any
appropriate instruments of assignment, that all of the Owner's rights with respect to payment of such
principal or interest that is Due for Payment shall thereupon vest in AGM.  A Notice of Nonpayment will be
deemed received on a given Business Day if it is received prior to 1:00 p.m. (New York time) on such
Business Day; otherwise, it will be deemed received on the next Business Day.  If any Notice of
Nonpayment received by AGM is incomplete, it shall be deemed not to have been received by AGM for
purposes of the preceding sentence and AGM shall promptly so advise the Trustee, Paying Agent or
Owner, as appropriate, who may submit an amended Notice of Nonpayment.  Upon disbursement in
respect of a Bond, AGM shall become the owner of the Bond, any appurtenant coupon to the Bond or right
to receipt of payment of principal of or interest on the Bond and shall be fully subrogated to the rights of the
Owner, including the Owner's right to receive payments under the Bond, to the extent of any payment by
AGM hereunder.  Payment by AGM to the Trustee or Paying Agent for the benefit of the Owners shall, to
the extent thereof, discharge the obligation of AGM under this Policy.

 Except to the extent expressly modified by an endorsement hereto, the following terms shall have
the meanings specified for all purposes of this Policy.  "Business Day" means any day other than (a) a
Saturday or Sunday or (b) a day on which banking institutions in the State of New York or the Insurer's
Fiscal Agent are authorized or required by law or executive order to remain closed.  "Due for Payment"
means (a) when referring to the principal of a Bond, payable on the stated maturity date thereof or the date
on which the same shall have been duly called for mandatory sinking fund redemption and does not refer to
any earlier date on which payment is due by reason of call for redemption (other than by mandatory sinking
fund redemption), acceleration or other advancement of maturity unless AGM shall elect, in its sole
discretion, to pay such principal due upon such acceleration together with any accrued interest to the date
of acceleration and (b) when referring to interest on a Bond, payable on the stated date for payment of
interest.  "Nonpayment" means, in respect of a Bond, the failure of the Issuer to have provided sufficient
funds to the Trustee or, if there is no Trustee, to the Paying Agent for payment in full of all principal and
interest that is Due for Payment on such Bond.  "Nonpayment" shall also include, in respect of a Bond, any
payment of principal or interest that is Due for Payment made to an Owner by or on behalf of the Issuer
which has been recovered from such Owner pursuant to the
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United States Bankruptcy Code by a trustee in bankruptcy in accordance with a final, nonappealable order
of a court having competent jurisdiction.  "Notice" means telephonic or telecopied notice, subsequently
confirmed in a signed writing, or written notice by registered or certified mail, from an Owner, the Trustee or
the Paying Agent to AGM which notice shall specify (a) the person or entity making the claim, (b) the Policy
Number, (c) the claimed amount and (d) the date such claimed amount became Due for Payment.  "Owner"
means, in respect of a Bond, the person or entity who, at the time of Nonpayment, is entitled under the
terms of such Bond to payment thereof, except that "Owner" shall not include the Issuer or any person or
entity whose direct or indirect obligation constitutes the underlying security for the Bonds.

 AGM may appoint a fiscal agent (the "Insurer's Fiscal Agent") for purposes of this Policy by
giving written notice to the Trustee and the Paying Agent specifying the name and notice address of the
Insurer's Fiscal Agent.  From and after the date of receipt of such notice by the Trustee and the Paying
Agent, (a) copies of all notices required to be delivered to AGM pursuant to this Policy shall be
simultaneously delivered to the Insurer's Fiscal Agent and to AGM and shall not be deemed received until
received by both and (b) all payments required to be made by AGM under this Policy may be made directly
by AGM or by the Insurer's Fiscal Agent on behalf of AGM.  The Insurer's Fiscal Agent is the agent of AGM
only and the Insurer's Fiscal Agent shall in no event be liable to any Owner for any act of the Insurer's Fiscal
Agent or any failure of AGM to deposit or cause to be deposited sufficient funds to make payments due
under this Policy.

 To the fullest extent permitted by applicable law, AGM agrees not to assert, and hereby waives,
only for the benefit of each Owner, all rights (whether by counterclaim, setoff or otherwise) and defenses
(including, without limitation, the defense of fraud), whether acquired by subrogation, assignment or
otherwise, to the extent that such rights and defenses may be available to AGM to avoid payment of its
obligations under this Policy in accordance with the express provisions of this Policy.

 This Policy sets forth in full the undertaking of AGM, and shall not be modified, altered or
affected by any other agreement or instrument, including any modification or amendment thereto.  Except to
the extent expressly modified by an endorsement hereto, (a) any premium paid in respect of this Policy is
nonrefundable for any reason whatsoever, including payment, or provision being made for payment, of the
Bonds prior to maturity and (b) this Policy may not be canceled or revoked.   THIS POLICY IS NOT
COVERED BY THE PROPERTY/CASUALTY INSURANCE SECURITY FUND SPECIFIED IN ARTICLE 76
OF THE NEW YORK INSURANCE LAW.

 In witness whereof, ASSURED GUARANTY MUNICIPAL CORP. has caused this Policy to be
executed on its behalf by its Authorized Officer.

ASSURED GUARANTY MUNICIPAL CORP.

By
Authorized Officer

A subsidiary of Assured Guaranty Municipal Holdings Inc.
1633 Broadway, New York, N.Y.  10019
(212) 974-0100

Form 500NY (5/90)
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