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The Water Revenue/Refunding Bonds, Series of 2021 (the “2021 Bonds”) are being issued by the City of Burbank (the “City”)
pursuant to a resolution adopted by the City Council of the City on October 26, 2021, and under the Third Supplemental Burbank
Water and Power Water Revenue Bond Indenture dated as of November 1, 2021, by and between the City and U.S. Bank National
Association, as trustee for the 2021 Bonds (the “Trustee”), which supplements the Burbank Water and Power Water Revenue Bond
Indenture dated as of November 1, 2010 (as supplemented, the “Indenture”). See “INTRODUCTION — General”

The proceeds of the 2021 Bonds will be used to (i) finance a portion of the costs of the 2021 Water Project (as defined herein),
(ii) prepay the State Water Loans (as defined herein) and (iii) pay the costs of issuing the 2021 Bonds. See “THE FINANCING
PLAN.

Under the Indenture, the 2021 Bonds will be payable from and secured by Water Net Revenues (as defined herein) and by
certain other funds pledged therefor under the Indenture. The general fund and the Electric Utility Fund of the City are not liable for,
and neither the faith and credit nor the taxing power of the City is pledged to, the payment of the 2021 Bonds.

No debt service reserve fund is being established in connection with the issuance of the 2021 Bonds.

After issuance of the 2021 Bonds and prepayment of the State Water Loans, in addition to the 2021 Bonds, there will remain
outstanding Bonds secured by a pledge of Water Net Revenues on parity with the 2021 Bonds in the aggregate principal amount
of $27,945,000. Further, the City is authorized under the Indenture to incur additional obligations payable from and secured by the
Water Net Revenues on parity with the 2021 Bonds. See “SECURITY AND SOURCES OF PAYMENT FOR THE 2021 BONDS”
and “THE WATER SYSTEM.”

The 2021 Bonds will bear interest at the rates shown on the inside cover page, payable semiannually on June 1 and
December 1 of each year, commencing on June 1, 2022, and will be issued in fully-registered form without coupons in integral
multiples of $5,000. The 2021 Bonds will be issued in book-entry only form, initially registered in the name of Cede & Co., as
nominee of The Depository Trust Company, New York, New York (“DTC”). Purchasers of the 2021 Bonds will not receive certificates
representing their interests in the 2021 Bonds. Payments of the principal of, premium, if any, and interest on the 2021 Bonds will be
made to DTC, which is obligated in turn to remit such principal, premium, if any, and interest to its DTC Participants for subsequent
disbursement to the beneficial owners of the 2021 Bonds. See “THE 2021 BONDS — Book-Entry Only System.”

The 2021 Bonds are subject to redemption prior to maturity. See “THE 2021 BONDS — Redemption.”

THE 2021 BONDS ARE SPECIAL, LIMITED OBLIGATIONS OF THE CITY PAYABLE FROMWATER NET REVENUES, WHICH
ARE WATER REVENUES (AS DEFINED HEREIN) OF THE WATER SYSTEM REMAINING AFTER THE PAYMENT OF WATER
OPERATING EXPENSES (AS DEFINED HEREIN). THE 2021 BONDS SHALL NOT BE DEEMED TO CONSTITUTE A DEBT
OR LIABILITY OF THE CITY, THE STATE OF CALIFORNIA (THE “STATE”) OR OF ANY POLITICAL SUBDIVISION THEREOF
WITHIN THE MEANING OF ANY CONSTITUTIONAL OR STATUTORY LIMITATION, OR A PLEDGE OF THE FAITH AND CREDIT
OF THE CITY, THE STATE OR OF ANY POLITICAL SUBDIVISION THEREOF, BUT SHALL BE PAYABLE, EXCEPT TO THE
EXTENT OF CERTAIN AVAILABLE MONEYS PLEDGED THEREFOR, SOLELY FROM WATER NET REVENUES. NEITHER THE
FAITH AND CREDIT NOR THE TAXING POWER OF THE CITY, THE STATE OR OF ANY POLITICAL SUBDIVISION THEREOF
IS PLEDGED TO THE PAYMENT OF THE PRINCIPAL OF, PREMIUM, IF ANY, OR THE INTEREST ON THE 2021 BONDS. THE
ISSUANCE OF THE 2021 BONDS SHALL NOT DIRECTLY OR INDIRECTLY OR CONTINGENTLY OBLIGATE THE CITY, THE
STATE, OR ANY POLITICAL SUBDIVISION THEREOF TO LEVY OR TO PLEDGE ANY FORM OF TAXATION WHATSOEVER
THEREFOR OR TO MAKE ANY APPROPRIATION FOR THEIR PAYMENT.

THIS COVER PAGE CONTAINS CERTAIN INFORMATION FOR GENERAL REFERENCE ONLY. IT IS NOT A SUMMARY
OF THIS ISSUE OF 2021 BONDS. INVESTORS MUST READ THE ENTIRE OFFICIAL STATEMENT TO OBTAIN INFORMATION
ESSENTIAL TO MAKING AN INFORMED INVESTMENT DECISION WITH RESPECT TO THE PURCHASE OF THE 2021 BONDS.

The 2021 Bonds are offered when, as and if issued and received by the Underwriter and subject to the approval as to their
legality by Norton Rose Fulbright US LLP, Los Angeles, California, Bond Counsel. Certain legal matters will be passed upon for
the City by the City Attorney and Jones Hall, A Professional Law Corporation, San Francisco, California, Disclosure Counsel to
the City, and for the Underwriter by Stradling Yocca Carlson & Rauth, a Professional Corporation, Newport Beach, California. It is
anticipated that the 2021 Bonds will be delivered in book-entry form through the facilities of DTC on or about November 17, 2021.

J.P. Morgan
The date of this Official Statement is: November 4, 2021.
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MATURITY SCHEDULE
(Base CUSIPt: 12082)
Maturity Date Principal Interest
(June 1) Amount Rate Yield Price CuUsIPt
2022 $855,000 5.000% 0.150% 102.611 UASS8
2023 560,000 5.000 0.280 107.242 UAT6
2024 430,000 5.000 0.320 111.824 UAU3
2025 470,000 5.000 0.440 115.994 UAV1
2026 510,000 5.000 0.600 119.672 UAW9
2027 560,000 5.000 0.710 123.259 UAX7
2028 605,000 5.000 0.850 126.341 UAY5
2029 665,000 5.000 1.000 128.976 UAZ2
2030 725,000 5.000 1.100 131.701 UBAG
2031 780,000 5.000 1.170 134.473 UBB4
2032 710,000 5.000 1.230 133.833 ¢ UBC2
2033 595,000 4.000 1.330 123.844 C UBDO
2034 650,000 4.000 1.450 122.639 € UBES
2035 710,000 4.000 1.510 122.042 ¢ UBF5
2036 780,000 4.000 1.540 121.745¢ UBG3
2037 855,000 4.000 1.570 121.448 ¢ UBH1
2038 925,000 4.000 1.600 121.153 ¢ UBJ7
2039 1,005,000 4.000 1.630 120.858 ¢ UBK4
2040 1,095,000 4.000 1.660 120.564 ¢ UBL2
2041 840,000 4.000 1.690 120.271 ¢ UBMO

$4,740,000 4.000% Term Bond due June 1, 2046, Yield: 1.850%, Price: 118.721¢, CUSIPT: 12082 UBNS8

$5,760,000 4.000% Term Bond due June 1, 2051, Yield: 1.900%, Price: 118.241¢, CUSIPT: 12082 UBP3

C: Priced to par call date of June 1, 2031.

T CUSIP® is a registered trademark of the American Bankers Association. CUSIP Global Services (CGS) is managed
on behalf of the American Bankers Association by S&P Global Market Intelligence. Copyright© 2021 CUSIP Global
Services. All rights reserved. CUSIP® data herein is provided by CUSIP Global Services. This data is not intended
to create a database and does not serve in any way as a substitute for the CGS database. CUSIP® numbers are
provided for convenience of reference only. None of the City, the Underwriter or their agents or counsel assume
responsibility for the accuracy of such numbers.
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GENERAL INFORMATION ABOUT THIS OFFICIAL STATEMENT

No Offering May Be Made Except by this Official Statement. No dealer, broker, salesperson or other
person has been authorized to give any information or to make any representations with respect to the 2021
Bonds other than as contained in this Official Statement, and if given or made, such other information or
representation must not be relied upon as having been authorized.

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

Effective Date. This Official Statement speaks only as of its date, and the information and expressions of
opinion contained in this Official Statement are subject to change without notice. Neither the delivery of this
Official Statement nor any sale of the 2021 Bonds will, under any circumstances, create any implication that there
has been no change in the affairs of the City or any other parties described in this Official Statement.

Use of this Official Statement. This Official Statement is delivered in connection with the sale of the 2021
Bonds referred to in this Official Statement and may not be reproduced or used, in whole or in part, for any other
purpose. This Official Statement is not a contract with the purchasers of the 2021 Bonds.

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

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

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

Bonds are Exempt from Securities Laws Registration. The issuance and sale of the 2021 Bonds have
not been registered under the Securities Act of 1933, as amended (the “Securities Act”) in reliance upon
exemptions for the issuance and sale of municipal securities provided under Section 3(a)(2) of the Securities Act.

Stabilization of Prices. In connection with this offering, the Underwriter may overallot or effect transactions
which stabilize or maintain the market price of the 2021 Bonds at a level above that which might otherwise prevail
in the open market. Such stabilizing, if commenced, may be discontinued at any time. The Underwriter may
offer and sell the 2021 Bonds to certain dealers and others at prices lower than the public offering prices set forth
on the inside cover page hereof and said public offering prices may be changed from time to time by the
Underwriter.

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

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

Website. The City maintains a website and certain social media accounts; however, the information
presented on the website and such social media accounts is not a part of this Official Statement and should not
be relied upon in making an investment decision with respect to the 2021 Bonds.
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OFFICIAL STATEMENT

$24,825,000
CITY OF BURBANK, CALIFORNIA
Burbank Water and Power
Water Revenue/Refunding Bonds, Series of 2021

INTRODUCTION

This introduction is not a summary of this Official Statement. It is only a brief description
of and guide to, and is qualified by, more complete and detailed information contained in the entire
Official Statement, including the cover page and appendices, and the documents summarized or
described in this Official Statement. A full review should be made of the entire Official Statement.
The offering to potential investors is made only by means of the entire Official Statement.

Capitalized terms used but not defined in this Official Statement have the meanings set
forth in the Indenture (as defined below). See “APPENDIX C — Summary of Certain Provisions
of the Indenture.”

General

The City of Burbank (the “City”) is issuing its City of Burbank, California Burbank Water
and Power Water Revenue/Refunding Bonds, Series of 2021 (the “2021 Bonds”) under Article 12
of Chapter 4 of Title 2 of the Burbank Municipal Code, as amended (the “Bond Law”), a resolution
adopted by the City Council of the City (the “City Council”’) on October 26, 2021 (the “City
Resolution”), and a Third Supplemental Burbank Water and Power Water Revenue Bond
Indenture, dated as of November 1, 2021, by and between the City and U.S. Bank National
Association, as successor trustee (the “Trustee”), which supplements the Burbank Water and
Power Water Revenue Bond Indenture dated as of November 1, 2010 (as supplemented, the
‘Indenture”). The 2021 Bonds will be issued in fully registered form, registered in the name of
The Depository Trust Company, New York, New York (“DTC”), or its nominee, which will act as
securities depository for the 2021 Bonds. Purchasers of the 2021 Bonds will not receive
certificates representing the 2021 Bonds that are purchased. See “THE 2021 Bonds — Book-
Entry Only System” and “APPENDIX F — DTC AND THE BOOK-ENTRY ONLY SYSTEM.”

The 2021 Bonds are being issued to provide funds to (i) finance a portion of the costs of
the 2021 Water Project (as defined herein), (ii) prepay the State Water Loans (as defined herein),
and (iii) pay the costs of issuing the 2021 Bonds. See “THE FINANCING PLAN.”

The City and the Water System

The City is located in the greater metropolitan Los Angeles area approximately 12 miles
northeast of the Los Angeles Civic Center complex. See “APPENDIX A - GENERAL
INFORMATION ABOUT THE CITY OF BURBANK AND LOS ANGELES COUNTY.” The City was
incorporated as a general law city in 1911 and adopted its City Charter in 1927 (as amended, the
“City Charter”). The City’s population as of January 1, 2021 was approximately 103,969. The City
provides its residents with electric, water, and sewer services and operates its own police and fire
departments. The City owns and operates a potable and recycled water system which includes a
water transmission and distribution system and a water treatment system (the “Water System”).



The Water System provides service to all water customers within the City and is managed by
Burbank Water and Power (“BWP”), a department of the City. See “BURBANK WATER AND
POWER” and “THE WATER SYSTEM.”

Security and Sources of Payment for the 2021 Bonds

The 2021 Bonds are payable from and secured by Water Net Revenues (as defined
herein) and by certain other funds pledged therefor under the Indenture. See “SECURITY AND
SOURCES OF PAYMENT FOR THE 2021 BONDS.” After issuance of the 2021 Bonds and
prepayment of the State Water Loans, in addition to the 2021 Bonds, there will remain other
outstanding Bonds secured by a pledge of Water Net Revenues on parity with the 2021 Bonds in
the aggregate principal amount of $27,945,000 (see “-Outstanding Bonds and Parity Debt”
below). Additionally, under the Indenture, the City may issue additional obligations on a parity with
the 2021 Bonds.

THE 2021 BONDS ARE SPECIAL, LIMITED OBLIGATIONS OF THE CITY PAYABLE
FROM WATER NET REVENUES. THE 2021 BONDS SHALL NOT BE DEEMED TO
CONSTITUTE A DEBT OR LIABILITY OF THE CITY, THE STATE OF CALIFORNIA (THE
“STATE”) OR OF ANY POLITICAL SUBDIVISION THEREOF WITHIN THE MEANING OF ANY
CONSTITUTIONAL OR STATUTORY LIMITATION, OR A PLEDGE OF THE FAITH AND
CREDIT OF THE CITY, THE STATE OR OF ANY POLITICAL SUBDIVISION THEREOF, BUT
SHALL BE PAYABLE, EXCEPT TO THE EXTENT OF CERTAIN AVAILABLE MONEYS
PLEDGED THEREFOR, SOLELY FROM WATER NET REVENUES. NEITHER THE FAITH
AND CREDIT NOR THE TAXING POWER OF THE CITY, THE STATE OR OF ANY POLITICAL
SUBDIVISION THEREOF IS PLEDGED TO THE PAYMENT OF THE PRINCIPAL OF,
PREMIUM, IF ANY, OR THE INTEREST ON THE 2021 BONDS. THE ISSUANCE OF THE 2021
BONDS SHALL NOT DIRECTLY OR INDIRECTLY OR CONTINGENTLY OBLIGATE THE
CITY, THE STATE, OR ANY POLITICAL SUBDIVISION THEREOF TO LEVY OR TO PLEDGE
ANY FORM OF TAXATION WHATSOEVER THEREFOR OR TO MAKE ANY
APPROPRIATION FOR THEIR PAYMENT.

Outstanding Bonds and Parity Debt

The City previously issued the City of Burbank, California Burbank Water and Power
Water Revenue Bonds, Series of 2010B (Taxable Build America Bonds) (the “Series 2010B
Bonds”), which are currently outstanding in the aggregate principal amount of $27,945,000. The
Series 2010B Bonds were issued pursuant to the Indenture, as supplemented by the Second
Supplemental Burbank Water and Power Water Revenue Bond Indenture, dated as of November
1, 2010 (the “Second Supplemental Indenture”). The Series 2010B Bonds were issued primarily
to finance the costs of certain improvements to the Water System. The Series 2010B Bonds are
not being refunded with the proceeds of the 2021 Bonds, and are payable from and secured by
the Water Net Revenues on parity with the 2021 Bonds.

Additional Bonds and Parity Debt

The City may incur additional obligations payable from and secured by the Water Net
Revenues on parity with the 2021 Bonds subject to the terms and conditions set forth in the
Indenture. See “SECURITY AND SOURCES OF PAYMENT FOR THE 2021 BONDS — Additional
Water System Revenue Obligations”.



No Reserve Fund
No debt service reserve fund will be established to secure the 2021 Bonds.
Rate Covenant

The City covenants in the Indenture that it will prescribe, revise and collect such charges
for the services, facilities and water furnished by the Water System during each fiscal year that
are sufficient to satisfy specific obligations of the Water System and provide Water Net Revenues
at least equal to 1.20 times the amount of the Annual Debt Service. See “SECURITY FOR THE
2021 BONDS - Rate Covenant.”

Continuing Disclosure

In connection with the issuance of the 2021 Bonds, the City will covenant for the benefit
of owners of the 2021 Bonds to provide certain financial information and operating data relating
to the City. See “CONTINUING DISCLOSURE” and “APPENDIX E — Form of Continuing
Disclosure Agreement.”

Other Matters

The summaries of and references to documents, statutes, reports and other instruments
referred to in this Official Statement do not purport to be complete, comprehensive or definitive,
and each such summary and reference is qualified in its entirety by reference to each document,
statute, report or instrument. The capitalization of any word not conventionally capitalized or
otherwise defined in this Official Statement indicates that such word is defined in a particular
agreement or other document and, as used in this Official Statement, has the meaning given it in
such agreement or document. See “APPENDIX C — SUMMARY OF CERTAIN PROVISIONS OF
THE INDENTURE.”



THE FINANCING PLAN

The 2021 Bonds are being issued to provide funds to (i) finance a portion of the costs of
the 2021 Water Project (as defined below), (ii) prepay the State Water Loans (as defined below),
and (iii) pay the costs of issuing the 2021 Bonds.

The 2021 Water Project

A portion of the proceeds of the 2021 Bonds will be used to finance (including by
reimbursing the City for certain previously incurred expenditures) a portion of the costs of certain
improvements to the Water System, including but not limited to distribution system pipeline
replacements, pump station rehabilitation, reservoir replacement, recycled water system storage,
and other upgrades to the Water System or such other and additional facilities as the City
determines to substitute therefor (the “2021 Water Project”).

Prepayment of State Water Loans

The City has previously entered into the following four loan agreements with the California
State Water Resources Control Board under the State Revolving Fund loan program, which
provided funds for improvements to the Water System: (i) a loan to finance upgrades to the
recycled water pumping station PS-1 (the “Recycled Water Pump Station PS-1 Loan”) currently
outstanding in the amount of $303,954, (ii) a loan to finance the construction of the Valhalla
recycled water main extension (the “Valhalla Water Extension Loan”) currently outstanding in
the amount of $2,129,923, (iii) a loan to finance the construction of the Studio District recycled
water distribution system (the “Studio District Loan”) currently outstanding in the amount of
$1,938,442, and (iv) a loan to finance the construction of the Northern Burbank main extension
(the “Northern Burbank Loan” and, together with the Recycled Water Pump Station PS-1 Loan,
the Valhalla Water Extension Loan, and the Studio District Loan, the “State Water Loans”)
currently outstanding in the aggregate amount of $1,157,751.

A portion of the proceeds of the 2021 Bonds, along with cash on hand of the City, will be
applied by the City, on or around the date of delivery of the 2021 Bonds, to prepay in full the
installment payments required to be made by the City to the State Water Resources Control Board
in connection with the State Water Loans.



ESTIMATED SOURCES AND USES OF FUNDS

The estimated sources and uses of funds relating to the 2021 Bonds are as follows:

Sources:

Principal Amount $24,825,000.00

Plus Original Issue Premium 5,047,773.50

Cash on Hand of the City 482,557.92
Total Sources $30,355,331.42

Uses:

Deposit to 2021 Water System Fund $24,500,000.00

Prepayment of State Water Loans 5,589,396.14

Costs of Issuance (" 265,935.28
Total Uses $30,355,331.42

(1) Represents funds to be used to pay costs of issuance, which include legal fees, Municipal Advisor fees,
Underwriter’s discount, trustee fees, printing costs, rating agency fees and other miscellaneous expenses.



THE 2021 BONDS

This section provides summaries of the 2021 Bonds and certain provisions of the
Indenture. See APPENDIX C for a more complete summary of the Indenture. Capitalized terms
used but not defined in this section have the meanings given in APPENDIX C.

General

Bond Terms. The 2021 Bonds will be dated their date of delivery and issued in fully
registered form without coupons in integral multiples of $5,000. The 2021 Bonds will mature in
the amounts and on the dates, and bear interest at the annual rates, set forth on the inside cover
page of this Official Statement.

Payments of Principal and Interest. Interest on the 2021 Bonds will be payable
commencing on June 1, 2022 and semiannually thereafter on December 1 and June 1 (each an
“Interest Payment Date”) of each year in lawful money of the United States of America by check
mailed by first class mail on each interest payment date to the Owner thereof as of the close of
business on the 15th day (whether or not a Business Day) of the calendar month immediately
preceding such interest payment date (each a “Record Date”); provided, that upon the written
request of an Owner of one million dollars ($1,000,000) or more in aggregate principal amount of
the 2021 Bonds received by the Trustee prior to the applicable Record Date (which such request
shall remain in effect until rescinded in writing by such Owner), interest shall be paid by wire
transfer in immediately available funds.

Interest on the 2021 Bonds is payable from the Interest Payment Date next preceding the
date of authentication thereof unless: a 2021 Bond is authenticated on or before an Interest
Payment Date and after the close of business on the preceding Record Date, in which event it
will bear interest from such Interest Payment Date; a 2021 Bond is authenticated on or before the
first Record Date, in which event interest thereon will be payable from the Closing Date; or interest
on any 2021 Bond is in default as of the date of authentication thereof, in which event interest
thereon will be payable from the date to which interest has been paid in full, payable on each
Interest Payment Date.

Interest with respect to the 2021 Bonds will be computed on the basis of a 360-day year
composed of twelve 30-day months. The principal of and premium, if any, on the 2021 Bonds wiill
be payable when due upon presentation thereof at the Corporate Trust Office of the Trustee, in
lawful money of the United States of America.

While the 2021 Bonds are subject to the book-entry system, payments of principal,
premium, if any, and interest will be paid by the Trustee to DTC for subsequent disbursement to
beneficial owners of the 2021 Bonds. See “APPENDIX F — DTC AND THE BOOK-ENTRY ONLY
SYSTEM.”

Transfer, Registration and Exchange
See “APPENDIX C — Summary of Certain Provisions of the Indenture” for a description of

the provisions of the Indenture relating to the transfer, registration and exchange of the 2021
Bonds.



Redemption

Optional Redemption. The 2021 Bonds maturing on or before June 1, 2031, are not
subject to optional redemption prior to their respective stated maturity dates. The 2021 Bonds
maturing on or after June 1, 2032, are subject to redemption prior to their respective stated
maturities, as a whole or in part on any date (by such maturities as may be specified by the City
and by lot within a maturity), on or after June 1, 2031, at a Redemption Price equal to 100% of
the principal amount of the 2021 Bonds to be redeemed, plus accrued interest to the date fixed
for redemption, without premium.

Mandatory Sinking Fund Redemption. The 2021 Bonds maturing on June 1, 2046 shall
also be subject to redemption prior to their stated maturity, in part, from mandatory sinking fund
payments as specified below, commencing on June 1, 2042, at a Redemption Price equal to the
principal amount thereof plus accrued interest thereon to the date fixed for redemption without
premium.

Term 2021 Bonds Due June 1, 2046

Mandatory Sinking Fund

Payment Dates Mandatory
(June 1) Sinking Fund Payments
2042 $875,000
2043 910,000
2044 945,000
2045 985,000
20467 1,025,000

T Final Maturity.

The 2021 Bonds maturing on June 1, 2051 shall also be subject to redemption prior to
their stated maturity, in part, from mandatory sinking fund payments as specified below,
commencing on June 1, 2047, at a Redemption Price equal to the principal amount thereof plus
accrued interest thereon to the date fixed for redemption without premium.

Term 2021 Bonds Due June 1, 2051

Mandatory Sinking Fund

Payment Dates Mandatory
(June 1) Sinking Fund Payments
2047 $1,065,000
2048 1,105,000
2049 1,150,000
2050 1,195,000
205171 1,245,000

T Final Maturity.

Selection of 2021 Bonds for Redemption. If less than all of the 2021 Bonds are to be
redeemed, the maturities of the 2021 Bonds to be redeemed will be selected by the City. If less
than all of the 2021 Bonds of any maturity are to be redeemed, the Trustee will select the 2021
Bonds to be redeemed, from all 2021 Bonds of the respective maturity not previously called for



redemption, in authorized denominations, by lot in any manner which the Trustee in its sole
discretion shall deem appropriate. The Trustee will promptly notify the City in writing of the 2021
Bonds so selected for redemption.

Notice of Redemption; Rescission

The City will notify the Trustee at least forty-five (45) days prior to the redemption date for
2021 Bonds pursuant to the Indenture (or such shorter time as may be agreed to by the Trustee).
Notice of redemption will be mailed by the Trustee, not less than twenty (20) nor more than sixty
(60) days prior to the redemption date, (i) to the respective Owners of any 2021 Bonds designated
for redemption at their addresses appearing on the bond registration books of the Trustee by first-
class mail, (ii) to the Securities Depository by facsimile or other electronic means of
communications and by first-class mail, and (iii) to the Electronic Municipal Market Access System
(referred to as “EMMA”), a facility of the Municipal Securities Rulemaking Board, at
www.emma.msrb.org, by electronic means of communication, or to such other securities
depositories or information services as the City may designate in a Request of the City delivered
to the Trustee. Notice of redemption will be given in the form and otherwise in accordance with
the terms of the Indenture.

The City has the right to rescind any notice of the optional redemption of any 2021 Bonds
by written notice to the Trustee on or prior to the dated fixed for such redemption. Any notice of
optional redemption shall be cancelled 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 2021 Bonds then called
for redemption, and such cancellation will not constitute an Event of Default. The City and the
Trustee will have no liability to the Owners or any other party related to or arising from such
rescission of notice of redemption. The Trustee will provide notice of rescission of redemption in
the same manner as the original notice of redemption was provided.

Effect of Redemption

Notice of redemption having been given as provided in the Indenture, and moneys for
payment of the Redemption Price of, together with interest accrued to the redemption date on,
the 2021 Bonds (or portions thereof) so called for redemption being held by the Trustee, on the
redemption date designated in such notice, the 2021 Bonds (or portions thereof) so called for
redemption will become due and payable at the Redemption Price specified in such notice,
together with interest accrued thereon to the date fixed for redemption, interest on the 2021 Bonds
so called for redemption will cease to accrue, such 2021 Bonds (or portions thereof) will cease to
be entitled to any benefit or security under the Indenture, and the Owners of such 2021 Bonds
will have no rights in respect thereof except to receive payment of such Redemption Price and
accrued interest.

Book-Entry Only System

The 2021 Bonds will be issued as fully registered bonds in book-entry only form, registered
in the name of Cede & Co. as nominee of DTC, and will be available to ultimate purchasers in the
integral multiples of $5,000, under the book-entry system maintained by DTC. While the 2021
Bonds are subject to the book-entry system, the principal, interest and any prepayment premium
with respect to a 2021 Bond will be paid by the Trustee to DTC, which in turn is obligated to remit
such payment to its DTC Participants for subsequent disbursement to Beneficial Owners of the
2021 Bonds. Purchasers of the 2021 Bonds will not receive certificates representing their
interests therein, which will be held at DTC.



At any time that the 2021 Bonds are not subject to the book-entry system, the principal
and premium, if any, with respect to each 2021 Bond is payable upon surrender of such 2021

Bond at the Office of the Trustee in Los Angeles, California, upon maturity or the earlier
redemption thereof.

See “APPENDIX F — DTC AND THE BOOK-ENTRY ONLY SYSTEM” for further
information regarding DTC and the book-entry system.



DEBT SERVICE SCHEDULE

The table below shows annual debt service payments on the outstanding Series 2010B
Bonds (net of the projected federal Build America Bond subsidy) and the 2021 Bonds, assuming
no optional redemption.

Series
2010B Bonds

Year Ending Debt 2021 Bonds 2021 Bonds Total
June 1 Service( Principal Interest® Debt Service®
2022 $1,050,761 $855,000 $572,138 $2,477,899
2023 1,900,761 560,000 1,018,950 3,479,711
2024 2,072,909 430,000 990,950 3,493,859
2025 2,073,504 470,000 969,450 3,512,954
2026 2,072,951 510,000 945,950 3,528,901
2027 2,070,579 560,000 920,450 3,551,029
2028 2,071,694 605,000 892,450 3,569,144
2029 2,066,106 665,000 862,200 3,593,306
2030 2,064,005 725,000 828,950 3,617,955
2031 2,065,202 780,000 792,700 3,637,902
2032 2,199,507 710,000 753,700 3,663,207
2033 2,381,813 595,000 718,200 3,695,013
2034 2,380,039 650,000 694,400 3,724,439
2035 2,375,807 710,000 668,400 3,754,207
2036 2,374,115 780,000 640,000 3,794,115
2037 2,369,775 855,000 608,800 3,833,575
2038 2,370,742 925,000 574,600 3,870,342
2039 2,368,601 1,005,000 537,600 3,911,201
2040 2,363,354 1,095,000 497,400 3,955,754
2041 - 840,000 453,600 1,293,600
2042 - 875,000 420,000 1,295,000
2043 - 910,000 385,000 1,295,000
2044 - 945,000 348,600 1,293,600
2045 - 985,000 310,800 1,295,800
2046 - 1,025,000 271,400 1,296,400
2047 - 1,065,000 230,400 1,295,400
2048 - 1,105,000 187,800 1,292,800
2049 - 1,150,000 143,600 1,293,600
2050 - 1,195,000 97,600 1,292,600
2051 -- 1,245,000 49,800 1,294,800

Total $40,692,227 $24,825,000 $17,385,888 $82,903,115

(1) Presented net of projected federal Build America Bond subsidy, assuming current federal sequestration
reduction rate of 5.7%.
(2) Rounded to nearest dollar.
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SECURITY AND SOURCES OF PAYMENT FOR THE 2021 BONDS

This section provides summaries of the 2021 Bonds and certain provisions of the
Indenture. See APPENDIX C for a more complete summary of the Indenture. Capitalized terms
used but not defined in this section have the meanings given in APPENDIX C.

The principal of and interest on the 2021 Bonds are not a debt of the City (except to the
limited extent described in this Official Statement), nor a legal or equitable pledge, charge, lien or
encumbrance, upon any of their respective property, or upon any of its income, receipts, or
revenues except the Water Net Revenues and other amounts pledged under the Indenture.

Pledge of Water Net Revenues

Pursuant to the Indenture, the City has irrevocably pledged Water Net Revenues to secure
the payment of the principal or Redemption Price of and interest on the Bonds, including the 2021
Bonds, and all Parity Debt. The City has also pledged to the Bonds (including the 2021 Bonds)
all amounts held by the Trustee under the Indenture (except for amounts held in the Rebate Fund)
subject only to the provisions of the Indenture permitting the application thereof for the purposes
and on the terms and conditions set forth therein. The pledge under the Indenture constitutes a
first lien on the Water Net Revenues and the pledged amounts held by the Trustee under the
Indenture.

“‘Bonds” means the Series 2010B Bonds, the 2021 Bonds and any additional bonds
authorized by, and at any time outstanding pursuant to, the Indenture.

“Parity Debt” of the Water System means any indebtedness, installment sale obligation,
lease obligation or other obligation of the City for borrowed money or interest rate swap agreement
having an equal lien and charge upon the Water Net Revenues, therefore payable on a parity with
the Bonds (whether or not any Bonds are outstanding).

“Water Net Revenues” means the amount of Water Revenues of the Water System
remaining after the payment therefrom of the Water Operating Expenses.

“Water Revenues” means all the revenues from rates, fees and charges for providing
water service to persons and real property and all other fees, rents and charges and other
revenues derived by the City from the ownership, operation, use or service of the Water System,
including contributions in aid of construction; provided, that the City may by election in a
Supplemental Indenture relating to a Series of Bonds or Parity Debt exclude from Water
Revenues any Subsidy Payment. Pursuant to the Second Supplemental Indenture, the City has
elected to exclude from Water Revenues all Subsidy Payments relating to the Series 2010B
Bonds. See the definition of “Debt Service” in “APPENDIX C — SUMMARY OF CERTAIN
PROVISIONS OF THE INDENTURE - Definitions” and“ — Debt Service Fund.”

“Water Operating Expenses” means the amount required to pay the expenses of
management, repair and other costs necessary to operate, maintain and preserve the Water
System in good repair and working order, including but not limited to, the expenses of conducting
the Water System, but excluding depreciation.

11



Limited Obligations

The Bonds (including the 2021 Bonds) are special, limited obligations of the City
payable from Water Net Revenues. The 2021 Bonds shall not be deemed to constitute a
debt or liability of the City, the State or of any political subdivision thereof within the
meaning of any constitutional or statutory limitation, or a pledge of the faith and credit of
the City, the State or of any political subdivision thereof, but shall be payable, except to
the extent of certain moneys pledged under the Indenture, solely from Water Net
Revenues. Neither the faith and credit nor the taxing power of the City, the State or of any
political subdivision thereof is pledged to the payment of the principal of, premium, if any,
or the interest on the 2021 Bonds. The issuance of the 2021 Bonds shall not directly or
indirectly or contingently obligate the City, the State or any political subdivision thereof to
levy or to pledge any form of taxation whatsoever therefor or to make any appropriation
for their payment.

See “ — Additional Water System Revenue Obligations” below.
Rate Covenant

The City covenants in the Indenture that it will prescribe, revise and collect such charges
for the services, facilities and water furnished by the Water System which, after making
allowances for contingencies and error in the estimates, shall provide Water Net Revenues at

least sufficient to pay the following amounts in the order set forth:

(1) The interest on, and principal and Redemption Price of, the outstanding Bonds
and any Parity Debt as the same shall become due and payable;

(2) All payments required for compliance with the Indenture, including payments
required to be made into any bond reserve fund; and

(3) All payments required to meet any other obligations of the City which are charges,
liens, encumbrances upon or payable from the Water Net Revenues;

and the charges shall be fixed so that in each Fiscal Year the Water Net Revenues shall be at
least equal to 1.20 times the amount of the Annual Debt Service. See “APPENDIX C — SUMMARY
OF CERTAIN PROVISIONS OF THE INDENTURE — Covenants — Rates and Charges.”

For definitions of additional terms used in the Indenture, see “APPENDIX C — SUMMARY
OF CERTAIN PROVISIONS OF THE INDENTURE.”

No Reserve Fund

No debt service reserve fund is being established in connection with the issuance of the
2021 Bonds.

Allocation of Water Net Revenues Under the Indenture
Pursuant to the Indenture, as long as any Bonds are outstanding or any Parity Debt
remains unpaid, the City will deposit in a trust fund, designated as the “Water Revenue Fund,”

which fund the City shall establish and maintain, all Water Net Revenues, when and as received
by the City. For further information regarding the allocation of revenues with respect to the Bonds,
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see “APPENDIX C — SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE - Pledge of
Water Net Revenues; Water Revenue Fund.”

Additional Water System Revenue Obligations

Pursuant to the Indenture, the City is precluded from issuing any obligations or securities
payable in whole or in part from Water Net Revenues, except in accordance with and subject to
the terms and conditions provided in the Indenture.

The Indenture permits the issuance of additional Bonds or Parity Debt upon the
satisfaction of certain conditions precedent to the issuance of such additional Bonds or Parity
Debt, including the delivery to the Trustee of a Certificate of the City certifying that the sum of: (1)
the Water Net Revenues; plus (2) 90% of the amount by which the City projects Water Net
Revenues for any period of 12 consecutive months during the 18 months immediately preceding
the date on which any additional Bonds or Parity Debt will become outstanding would have been
increased had increases in rates, fees and charges during such period of 12 months been in effect
throughout such period of 12 months; plus (3) 75% of the amount by which the City projects Water
Net Revenues will increase during the period of 12 months commencing on the date of issuance
of such additional Bonds or Parity Debt due to improvements to the Water System under
construction (financed from any source) or to be financed with the proceeds of such additional
Bonds or Parity Debt, shall have been at least equal to 1.20 times the amount of Debt Service
due within the next consecutive 12 month period on all Bonds and Parity Debt then outstanding
and the additional Bonds or Parity Debt then proposed to be issued. “APPENDIX C - SUMMARY
OF CERTAIN PROVISIONS OF THE INDENTURE.”

Notwithstanding the foregoing, the Indenture provides that the City may issue Bonds at
any time to refund any outstanding Bonds or Parity Debt issued pursuant to the Indenture without
compliance with the provisions described above.

The City may also issue or incur obligations which are payable from Water New Revenues
on a basis that is junior and subordinate to the payment of the principal, premium, interest and
reserve fund requirements for the Bonds and all Parity Debt without meeting the tests set forth
above. See “APPENDIX C — SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE —
Issuance of Bonds — Limitations on the Issuance of Obligations.”
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BURBANK WATER AND POWER
General

The City is a charter city, originally incorporated in 1911, and is administered by a Council-
Manager form of government. Burbank’s population as of January 1, 2021 was 103,969,
according to the California Department of Finance. The City is located in the greater metropolitan
Los Angeles area, approximately 12 miles northeast of the Los Angeles Civic Center complex.
See “APPENDIX A — GENERAL INFORMATION ABOUT THE CITY OF BURBANK AND LOS
ANGELES COUNTY” for additional information relating to the City.

Burbank’s Public Service Department was established in 1913 under the laws of the State
of California to supervise the purchase, distribution and sale of water and the generation,
purchase, distribution and sale of electricity. In 2000, the name of the Public Service Department
was changed to Burbank Water and Power. BWP provides service to all water and electric
customers within the City and is a department provided for under the City Charter. The City owns
and operates the Water System.

The funds and accounts of the Water System and the Electric System are held separately,
and the funds and accounts of one system are not pledged to the other system’s obligations.

Senior Management of Burbank Water and Power

BWP is under the direct management of BWP’s General Manager, subject to the policy
and direction of the City Council and the Burbank Water and Power Board (the “BWP Board”)
and the broad administrative direction of the City Manager. The BWP Board consists of seven
members appointed by the City Council. The BWP General Manager is responsible for policy and
planning relating to the operation of the Water and Electric Systems. Legal services are provided
by the City Attorney’s office, and various other administrative services are also provided by the
City. Senior management of the Water System are as follows:

Dawn Roth Lindell, BWP General Manager, holds a Bachelor of Science degree from
the University of Notre Dame and a Master’'s degree in Business Administration (technology-
focused) from the University of Colorado, Colorado Springs. She has 20 years of utility experience
in water, wastewater, gas and electric distribution as well as high voltage transmission. She led
two federal multi-state regional transmission utilities and led customer service in a large municipal
utility. Ms. Lindell joined Burbank Water and Power in November 2020.

Richard Wilson, Assistant General Manager/Water, Mr. Richard H. Wilson, P.E., holds a
Bachelor of Science degree in Mechanical Engineering from Worcester Polytechnic Institute in
Worcester, Massachusetts. He has over 30 years of design and construction experience in
several industries including shipbuilding, oil, mining and public utilities, including the East Bay
Municipal Utility District and the City of Vallejo. He holds licenses in both Civil and Mechanical
engineering in the State of California. Mr. Wilson joined Burbank Water and Power in November
2018.

Bob Liu, Chief Financial Officer (“CFQ”), holds a Bachelor of Science degree in Finance
and a Master of Business Administration from Utah State University. Prior to joining BWP, he
worked for the California Power Exchange initially in the Settlements Department and then in the
Finance Department. He joined BWP in 2001 and has held the positions of Financial Analyst and
Financial Planning and Risk Manager before his current CFO position. He has served as the CFO
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since 2006. His primary focus at BWP has been in the areas of financial reporting, budgeting,
financial planning, energy risk management and capital financing.

Burbank Water and Power Board

The BWP Board consists of seven members appointed by the City Council. The BWP
Board is responsible for reviewing and making recommendations for any water rate increases to
the City Council. Water rate increases, if any, are customarily presented by BWP as part of the
annual budget process for City Council approval.

As set forth in the Burbank Municipal Code, the BWP Board has the following powers and

duties:

(1)

To review and make recommendations on all capital improvements which require
City Council approval;

To review and make recommendations on purchase power agreements with terms
of more than five years;

To review and make recommendations regarding BWP’s annual budget;
To review and make recommendations regarding electric and water rates;

To approve all contract awards for goods, services and public work construction
projects which are provided for in BWP’s annual budget; and

To perform such advisory functions as delegated to it by the provisions of the
Burbank Municipal Code or other action of the City Council or the General Manager
of BWP.

The present members of the BWP Board and their terms of appointment are as follows:

Term Expires

Name Position July 31,
Robert Brody Chairperson 2022
Ryan Ford Vice-Chairperson 2022
Cynthia LaCamera Member 2024
Justin Bardin Member 2022
Philippe Eskandar Member 2024
Paul Herman Member 2024
Jordan Smith Member 2024

Employee Relations

As of June 30, 2021, 53 full-time equivalent Burbank employees were assigned to the
Water System. Certain functions supporting the Water System’s operations, including but not
limited to, meter reading, customer billing and collection, finance, administration, and operations
technology are performed by BWP staff.
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All BWP employees fall into one of four categories:

e Those represented by Local No. 18 of the International Brotherhood of Electrical
Workers (“IBEW”);

e Those represented by the Burbank City Employees’ Association (“BCEA”), which
is affiliated with the American Federation of State, County and Municipal
Employees as Local No. 3143;

¢ Those represented by the Burbank Management Association (“BMA”); and
o Those that are unrepresented.

All labor contracts are current, with the BCEA and BMA labor contracts expiring on June
30, 2022 and the IBEW labor contract expiring on June 30, 2023. There have been no strikes or
other material work stoppages by BWP employees within the last five years.

Pension Plan and Other Post-Employment Employee Benefits for Employees of the Water
System

The City’s defined benefit pension plan, the Public Employees Retirement System
(“PERS”), provides retirement and disability benefits, annual cost-of-living adjustments and death
benefits to plan members and their beneficiaries, including City employees assigned to the Water
System. PERS is part of the Public Agency portion of the California Public Employees Retirement
System (“CalPERS”), an agent multiple-employer plan administered by CalPERS, which acts as
a common investment and administrative agent for participating public employers within the State.
A menu of benefit provisions, as well as other requirements, is established by state statutes within
the Public Employees’ Retirement Law. The City selects optional benefit provisions from the
benefit menu by contract with CalPERS and adopts those benefits through local ordinance.
CalPERS issues publicly available reports that include a full description of the pension plans
regarding benefit provisions, assumptions and membership information that can be found on the
CalPERS website at www.calpers.ca.gov. The foregoing internet address is included for
reference only, and the information on the internet site is not incorporated by reference herein.

Employees of the Water System participate in the City’s CalPERS Miscellaneous Plan
(the “Miscellaneous Plan”). City active plan members in the Miscellaneous Plan hired prior to
January 1, 2013 are required to contribute 8% of their annual covered salary effective July 1,
2008. Miscellaneous Plan members hired on or after January 1, 2013 and who have no prior
membership in any California public retirement system (“PEPRA Employees”) are required to
contribute 6.50% of their annual covered salary; the entire 6.50% is paid by such employees. All
PEPRA Employees pay their full employee contribution. The City no longer pays for any employee
contributions for any bargaining group.

The City is required to contribute the actuarially determined remaining amounts necessary
to fund the benefits for its members. The actuarial methods and assumptions used are those
adopted by the CalPERS Board of Administration. The City is required to contribute at an
actuarially determined rate for the normal cost and a flat dollar amount for the required unfunded
liability contribution. In Fiscal Year 2020-21, Burbank contributed 41.94% of annual covered
payroll. The contribution requirements of plan members are established by state statute and the
employer contribution rate is established and may be amended by CalPERS. The Water System
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is allocated its portion of the required contributions. Approximately 5.54% of the City's PERS
obligations are allocated to the Water System. The City contributed 100% of the portion of the
employer’s actuarially required contribution allocable to the Water System from the Water Utility
Fund for the Fiscal Years ending June 30, 2018, June 30, 2019, June 30, 2020 and June 30,
2021 in the amounts of $1,029,000, $1,056,000, $1,365,000, and $1,037,000, respectively. The
City has budgeted to contribute $1,026,102 in Fiscal Year 2021-22. In addition to the annual
required contribution, the Water Utility Fund also made an additional voluntary lump sum payment
of $440,000 to CalPERS to reduce the City’s unfunded actuarial liability during the fiscal year.
Fiscal Year 2019-20 was the first year of a multi-year citywide funding plan to reduce future
pension obligations.

In Fiscal Year 2014-15, the City implemented Governmental Accounting Standards Board
Statement No. 68, “Accounting and Financial Reporting for Pensions, an Amendment of GASB
Statement No. 27” (“GASB No. 68”) and GASB Statement No. 71, “Pension Transition for
Contributions Made Subsequent to the Measurement Date, an Amendment of GASB Statement
No. 68” (“GASB No. 71”). GASB No. 68 and GASB No. 71 establish standards for measuring and
recognizing liabilities, deferred outflows of resources, deferred inflows of resources, and
expenses. For defined benefit pension plans, GASB No. 68 and GASB No. 71 identify the
methods and assumptions that should be used to project benefit payments, discount projected
benefit payments to their actuarial present value, and attribute that present value to periods of
employee service. As of June 30, 2021, the proportionate share of Burbank’s net pension liabilities
allocable to the Water System was reported to be $12,218,000 (measured as of June 30, 2020,
using an annual actuarial valuation as of June 30, 2019 rolled forward to June 30, 2020 using
standard update procedures). The Water System’s proportionate share of the Net Pension
Liabilities was 5.54% of the Net Pension Liabilities for the City’s Miscellaneous Plan as a whole
in Fiscal Year 2020-21. For the Fiscal Year ended June 30, 2021, Burbank’s Miscellaneous Plan
Net Pension Liability as a percentage of covered-employee payroll was 274.83%. The
Miscellaneous Plan Net Pension Liability as a percentage of the Total Pension Liability for
Burbank’s Miscellaneous Plan was 76.99% for such Fiscal Year.

Post-Retirement Health Care Plans. The City also administers certain post-employment
health care benefits under the Burbank Employees Retiree Medical Trust (‘BERMT”), the Utility
Retiree Medical Trust (“‘URMT”), and the CalPERS Public Employees’ Medical and Hospital Care
Act (“PEMHCA”) plan. The Water System contributes to the City’s OPEB costs based upon the
results of actuarial studies.

BERMT is a single-employer, defined benefit plan that was established in April 2003 by
the City’s employee associations to provide post-retirement medical benefits to all non-safety
employees, including elected and appointed officials. The trust is managed by a board consisting
of seven voting members from the various employee associations, each appointed to three-year
terms and an eighth, non-voting, member appointed by the City. Represented plan members are
required to contribute $50 per bi-weekly pay period, which the City matches. Plan provisions and
contribution requirements are established by and may be amended by the BERMT board.
Investments are determined by the BERMT plan trustees and are governed by the Employee
Retirement Income Security Act of 1974. To be eligible, members must be retired and have
reached age 58 with a minimum of five years of contributions into the plan. The benefit provided
ranges from $150 to $630 in reimbursements per month for eligible medical expenses. The Water
System is allocated its portion of the required contributions. For the Fiscal Year ended June 30,
2021, the allocable portion of the City’s contributions to BERMT paid from the Water Utility Fund
totaled $32,550.
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The PEMHCA Plan was established with CalPERS as a single-employer plan. The City
pays the required PEMHCA minimum contribution for all miscellaneous and safety employees
retiring directly from the City. The 2021 PEMHCA minimum contribution was $143 per month. In
addition, the City paid $100 per month for 15 management retirees and paid $188 per month for
nine IBEW retirees. For these management/IBEW retirees, the PEMHCA minimum required
contribution of $143 is paid in addition to the retiree health contribution amounts. The PEMHCA
benefit provisions are established and amended through negotiations between the City and its
employee associations. The Water System is allocated its portion of the required contributions.
For the Fiscal Year ended June 30, 2021, the allocable portion of the City’s contributions to the
PEMHCA plan paid from the Water Utility Fund totaled $63,329. As of June 30, 2020 (the most
recent actuarial valuation date), the PEMHCA plan had a funded ratio of 65%.

The URMT, an agent multiple employer plan, was established during the 2008-09 fiscal
year for IBEW members and 15 management employees as a supplement to benefit payments
from BERMT and PEMHCA. The total target benefit is $1,200/month for individuals age 50 to age
64 and $750/month for those age 65 and above, with the exception that for qualifying employees
who retire after December 16, 2015 and who have not contributed to Medicare while employed at
the City and who are also not otherwise eligible for premium-free Medicare Part A at age 65 and
older, the maximum amount at age 65 and older shall be $975/month, including payments from
BERMT, the PEMHCA minimum, and the URMT. For the Fiscal Year ended June 30, 2021, the
City’s annual required contribution for the URMT was $170,000, which was payable from the
City’s Electric Utility Fund. As of June 30, 2020 (the most recent actuarial valuation date), the
URMT had a funded ratio of 92.5%.

In Fiscal Year 2017-18, the City implemented GASB Statement No. 75, “Accounting and
Financial Reporting for Postemployment Benefit Other Than Pension Plans” (‘GASB No. 75”).
GASB No. 75 replaces the requirements of Statements No. 45, “Accounting and Financial
Reporting by Employers for Postemployment Benefits Other Than Pensions”, as amended, and
No. 57, “OPEB Measurements by Agent Employers and Agent Multiple-Employer Plans”, for
OPEB. GASB No. 75 establishes standards for recognizing and measuring liabilities, deferred
outflows of resources, deferred inflows of resources, and expenses. For defined benefit OPEB,
GASB No. 75 identifies the methods and assumptions that are required to be used to project
benefit payments, discount projected benefit payments to their actuarial present value, and
attribute that present value to periods of employee service. Note disclosure and required
supplementary information requirements about defined benefit OPEB are also addressed. As of
June 30, 2021, the proportionate share of the City’s net OPEB liabilities allocable to the Water
System was $451,000.

Additional information on the City’s pension and OPEB plans is provided in the notes in
the audited financial statements presented in APPENDIX B to this Official Statement and in the
City’s Comprehensive Annual Financial Report.

Insurance

The City is self-insured and self-administered for certain exposures through Risk
Management, a division of the Management Services Department of the City. The City is self-
insured for individual claims up to $2,000,000 for worker's compensation, and $1,000,000 for
general liability. Since July 1, 2004, the City has been a member in Authority for California Cities
Excess Liability (ACCEL), which is a risk sharing pool for municipal excess liability. Each individual
member self-insures all general liability losses for the first $1,000,000 and the members of the
pool share losses between $1,000,000 and $10,000,000. The members jointly purchase
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additional layers of coverage beyond the pooled layer, with the City purchasing an additional
$45,000,000 of excess coverage, for total coverage of $55,000,000. The layers of coverage above
$10,000,000 are not pooled, but rather jointly purchased. The City’'s worker's compensation
coverage is purchased through a pooling agreement, with the City self-insuring the first
$2,000,000 of each loss and the pool covering the losses to statutory limits.

THE WATER SYSTEM
Overall Description of the Water System

General. The Water System provides both potable water and recycled water for non-
drinking uses such as landscaping irrigation. The Water System provides service to all water
customers within the City. For the Fiscal Year ended June 30, 2021, the City estimates the
average number of retail customers (potable and recycled) of the Water System was
approximately 26,834 and the total amount of water sold (potable and recycled) to customers was
approximately 18,384 acre-feet.

Potable Water. The City’s potable water requirements are met with treated local
groundwater and water purchased from The Metropolitan Water District of Southern California
(“MWD”), a regional water wholesaler. See “— Water Supply” below.

The potable water system is an integrated water system consisting of groundwater
extraction and production (pumping and blending), treatment, transmission and distribution
facilities. The potable water system has 11 pressure zones and is divided into three primary
pressure zones and eight hillside pressure zones. There are approximately 276 miles of pipe,
ranging in size from 3 inches to 30 inches in diameter, approximately 1,869 fire hydrants,
connected for general fire protection service, and 13 booster stations with 27 booster pumps for
the distribution of water to the various zones. Potable water storage consists of eight concrete
reservoirs, one concrete forebay, and 14 steel water tanks with a capacity of approximately 169.5
acre-feet. The average potable daily use for the last five years was approximately 43.6 acre-feet
and the maximum demand was about 60.8 acre-feet per day. The annual average potable water
sales for the last five years was approximately 15,057 acre-feet per year.

Recycled Water. \Wastewater generated within the City is treated at the Burbank Water
Reclamation Plant. This water is treated to “tertiary levels”, meaning it can be used for non-potable
uses. BWP delivers recycled water for landscape irrigation, power plant use, commercial uses,
golf course irrigation, and water truck filling. The City’s recycled water system consists of
transmission and distribution facilities divided into eight pressure zones. The recycled water
distribution system has seven pumping stations with 23 booster pumps. Recycled water storage
consists of six storage tanks, with a capacity of approximately 5.4 acre-feet. The recycled water
distribution system has approximately 35 miles of pipeline in service, including approximately 5%
repurposed old potable mains, ranging from 4 to 16 inches in diameter. Average recycled daily
water use in Fiscal Year 2020-21 was 8.3 acre-feet. Average recycled water sales in the last five
years were approximately 3,014 acre-feet per year.

Water Supply

General. The City does not have ownership rights to the naturally occurring groundwater
underneath the City. Instead, the primary potable water supply for the City is imported water from

19



MWD. The purchase of water from MWD is the largest expense of the Water Enterprise Fund.
See “ — Historical Cost of Imported Water” below.

MWD obtains its water supply from multiple sources, including primarily the Colorado
River, through the Colorado River Aqueduct, and the California State Water Project (“SWP”),
which is a state water management project that collects water from rivers in the northern part of
the State and through a network of aqueducts and pumping stations redistributes it to the southern
part of the State.

Water imported from MWD may arrive treated or untreated. The treated water is ready
for distribution to potable water customers. All of the imported untreated water is initially put in the
Lopez and/or Pacoima Spreading Grounds, which are water conservation facilities managed by
the Los Angeles County Flood Control District that provide groundwater recharge for the San
Fernando Basin. Untreated water at the Lopez and Pacoima Spreading Grounds percolates into
the San Fernando Basin and, as described below, the City receives credits for all of the water it
deposits in the Lopez and Pacoima Spreading Grounds. Groundwater from the San Fernando
Basin available to the City as a result of such credits is pumped and then treated at the Burbank
Operable Unit (“BOU”), a groundwater treatment facility owned by the City, before distribution to
customers. See also “— Water Treatment — Burbank Operable Unit.”

In addition to untreated water purchased annually from MWD, the City also puts seasonal
replenishment water from MWD when available (see “— Other BWP Groundwater Rights —
Seasonal Replenishment Water” below) and Cyclic Storage Water received from MWD (see “—
Other BWP Groundwater Rights — Cyclic Storage Program” below) in the Lopez and Pacoima
Spreading Grounds.
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The following table presents historical potable water production by source for Fiscal Years
2010-11 through 2020-21.

BURBANK WATER AND POWER
HISTORICAL POTABLE WATER PRODUCTION BY SOURCE

Imported
BOU Local BOU Local Treated Water Imported

Fiscal Production Production from MWD Treated Water
Year (acre-feet)(!) (%)) (acre-feet) from MWD (%)

2011 10,513 59% 7,451 41%

2012 9,730 53 8,706 47

2013 11,395 60 7,628 40

2014 10,530 54 8,817 46

2015 9,944 59 6,901 41

2016 9,215 65 4,921 35

2017 9,691 65 5,271 35

2018 10,216 63 6,044 37

2019 9,778 63 5,865 37
2020® 9,329 58 6,781 42
20210 12,134 73 4,449 27

(1) Approximately 60-70% of the BOU'’s annual local water production is from untreated
water from MWD and the balance is from Import Return Credits (see “Groundwater
Supply Rights” below).

(2) BOU availability was impacted due to a fire at an electrical substation that supplies
electricity to the BOU.

(3) Relative increase in BOU local production during fiscal year 2021 is due to
technological and operational changes, although the ability to operate at this higher
level of production is subject to a variety of factors, including review and approval by
the Environmental Protection Agency and the California Division of Drinking Water.

Source: BWP.

Imported Water. MWD is obligated to supply all of the City’s water needs if so requested
by the City unless MWD does not have sufficient water available to satisfy all of the water
demands of its members, in which case restrictions are imposed upon the amount of water that
MWD’s members, including the City, may receive. See “— Impact of Drought on the Metropolitan
Water District of Southern California” below.

Five MWD potable water service connections can supply over 100% of the City’s
maximum daily water demand, with a rated capacity in excess of 200 acre-feet per day. Water
purchased by the City from MWD is delivered on demand and is metered at the point of delivery.
During the past five fiscal years, approximately 35.6% of BWP’s annual water requirement (full-
service treated water) was purchased from MWD and distributed by BWP to its customers.

MWD’s current rate structure provides for a member agency’s agreement to purchase
water from MWD by means of a voluntary purchase order. In consideration of executing its
purchase order, the member agency is entitled to purchase a greater amount of water at a lower
“Tier 1” water supply rate. The City’s current MWD purchase order contract became effective on
January 1, 2015 and expires on December 31, 2024. Under its purchase order, the City is able to
purchase up to 90% of its base period demand at the Tier 1 rate. The City’s current base period
demand is 18,640 acre-feet. This means the City may currently purchase up to 16,776 acre-
feet/year of water at the Tier 1 rate. Any water purchased from MWD during the 10-year term of
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the purchase order in excess of 167,760 acre-feet must be purchased at a higher “Tier 2” rate.
Under its purchase order, the City may vary its purchases from MWD from year to year but agrees
to purchase at least 108,910 acre-feet of water over the 10-year commitment period. See also “—
Historical Cost of Imported Water” below.

Groundwater Rights Arising from the San Fernando Basin Judgment. The San
Fernando Basin and the Upper Los Angeles River Area (“ULARA”) are adjudicated according to
the 1979 final judgment in a state court case entitled City of Los Angeles vs. City of San Fernando,
et al., Los Angeles County Superior Court Case No. 650079 (the “Judgment”), which established
the ULARA Watermaster to oversee the San Fernando Basin and report on an ongoing basis to
the Superior Court. The Judgment established that the City of Los Angeles owns all naturally
occurring water in the San Fernando Basin but recognized that a portion of the water imported
into the San Fernando Basin percolates into the groundwater table. Under the Judgment, the
City has a right to pump from the San Fernando Basin 20% of all water it delivers to customers
(at no cost) and is known as an import return credit (Import Return Credit’). The 20%
entitlement is calculated based on the total of MWD treated water, BOU-produced and treated
groundwater, and recycled water sold. Unused Import Return Credits in any year can be
accumulated and banked for future use. Under the Judgment, the City has an additional right to
purchase credits from the City of Los Angeles to pump up to 4,200 acre-feet of groundwater per
year (the “Physical Solution”) at the City of Los Angeles’s prior year average cost of water.

Other BWP Groundwater Rights.

Seasonal Replenishment Water. When conditions allow, the City has the ability to
purchase seasonally discounted replenishment water from MWD to count toward stored
groundwater credits in the San Fernando Basin. This class of water, however, has not been
available since May 2007 (except in Fiscal Year 2011-12 when the reservoirs were full from the
heavy precipitation in the winter of 2011), due to issues associated with litigation involving the
San Francisco Bay/Sacramento-San Joaquin River Delta. When replenishment water is not
available, as has been the case for the past decade, the City can purchase full service untreated
water from MWD or Physical Solution water from the City of Los Angeles.

Cyclic Storage Program. In 2017, MWD created a Cyclic Storage Program to store water
supply that was in excess of MWD’s demand and storage capacity. The program allows MWD to
deliver water in advance of demand to member agencies for storage in the San Fernando
groundwater basin. Member agencies participating in the program are charged MWD’s rate for
full service untreated water in effect at the time the stored water is withdrawn and the water taken
without affecting the capacity charge that would otherwise be in place. In December of 2018, BWP
made an advance payment for 5,719 Acre-feet at a cost of $3.97 million of Cyclic Storage Water
(“CSW”) under this program, funded by a loan of $3.95 million from the Electric Fund. During
Fiscal Year 2019-20, BWP made another advance payment for 5,609 Acre-feet at a cost of $4.1
million, partially funded by a loan of $2.5 million from the Electric Fund. As of June 30, 2021, the
City had accumulated a total of 11,283 acre-feet in CSW. The City expects that Burbank
ratepayers will benefit from these advance purchases of CSW by avoiding MWD’s future rate
increases. The interest rate for the $3.95 million loan in Fiscal Year 2018-19 is the City’s pooled
investment return rate with payment terms not to exceed August 2027. The interest rate for the
$2.5 million loan in Fiscal Year 2019-20 is the City’s pooled investment return rate with a term not
to exceed 4 years. As of July 31, 2021, the monthly interest rate was 1.280%. The outstanding
balance of the two loans as of June 30, 2021 was $6.45 million. The City expects to repay the
loan within the next three years.
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Exchange Agreement with City of Los Angeles. The City entered into an exchange
agreement with the City of Los Angeles in January 2011, under which the City exchanges recycled
water for groundwater credits on a one-to-one ratio. Because the right to pump groundwater from
local wells is limited by stored groundwater credits, this exchange reduces the number of
groundwater credits that the City must otherwise purchase or obtain. The exchange began normal
operation in October 2019. During Fiscal Years 2019-20 and 2020-21, 43 acre-feet and 50 acre-
feet of recycled water, respectively, was delivered to the City of Los Angeles under the exchange
agreement, resulting in a corresponding increase in groundwater credits.

Groundwater Credits. The following table shows the stored groundwater credit as of
June 30 in each of the five most recent fiscal years. The table does not reflect groundwater credits
received under the exchange agreement with the City of Los Angeles.

BURBANK WATER AND POWER
HISTORICAL STORED GROUNDWATER CREDITS
AND CYCLIC STORAGE WATER

Fiscal Groundwater Cyclic Total
Year Credits" Storage Water Acre-Feet
2017 16,654 - 16,654
2018 17,018 5,674 22,692
2019 17,498 8,701 26,198
2020 18,598 11,283 29,881
2021 15,880 11,283 27,163

(1) Includes Import Return Credits banked from prior years.
Source: BWP.

Sustainable Groundwater Management Act. The State’s Sustainable Groundwater
Management Act requires qualifying local agencies to create a Groundwater Sustainability
Agency and adopt a Groundwater Sustainability Plan. The San Fernando Basin is classified as a
very low-priority basin and is currently not required to form a Groundwater Sustainability Agency.

Developments Affecting Water Supply.

Drought. The State has a history of experiencing periods of drought. In April 2021,
Governor Newsom declared a drought state of emergency in 41 of the State’s 58 counties,
primarily in the northern portion of the State and in the Central Valley. In July 2021, Governor
Newsom issued an executive order expanding the drought state of emergency to 50 of the State’s
58 counties, not including the County. In October 2021, the Governor expanded the declaration
of a drought state of emergency to all counties in the State. In connection with the declaration,
the Governor called for Californians to voluntarily reduce water use by 15%. The SWP, which is
one of the primary sources of water imported by MWD, is a state water management project that
collects water from rivers in the northern part of the State and through a network of aqueducts
and pumping stations and redistributes it to the southern part of the State. Water allocation from
the SWP varies according to factors including reservoir storage, weather projections, and
projected runoff into streams, reservoirs, and aquifers. These factors are impacted by
precipitation that usually occurs from December through April, when California historically
receives more than 90% of its snow and rain. In March 2021, due to ongoing dry conditions, the
SWP allocation to MWD was reduced from 10% to 5%.
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The Colorado River is the other principal source of imported water from MWD. An
extended drought period is ongoing in the Colorado River Basin. On August 16, 2021, the historic
Colorado River Shortage Declaration was made, with the federal Bureau of Reclamation declaring
an official shortage condition due to the lowering of Lake Mead’s water level behind Hoover dam
to below 1,075 feet.

On August 17, 2021, in response to the extreme drought conditions impacting Southern
California, MWD declared a Water Supply Alert, signaling an urgent need throughout the region
to do more to reduce water use, and asked water agencies to look within their respective water
shortage contingency plans to implement appropriate local actions to achieve conservation
through the current drought conditions.

BWP has adopted a Water Shortage Contingency Plan (“WSCP”) that lays out various
methods for mitigating the effects of water shortages of increasing intensity in six stages. The
WSCP includes voluntary and mandatory water use restrictions designed to reduce flexible water
use depending on the cause, severity, and anticipated duration of the supply shortage. The WSCP
details the protocols and procedures that BWP will implement at each stage of a declared water
shortage to help water users comply with the shortage response actions.

On September 14, 2021, the City Council authorized the move to Stage Il (three days a
week watering during the months of April through October and once a week watering during the
cooler months of November through March) and defined conditions to move to Stage Il (two days
a week watering) in compliance with the City’s 2008 Sustainable Water Use Ordinance.

A long drought could interfere with the City’s ability to add to its groundwater credits.
However, the City currently plans to keep a reserve of 10,000 AF in groundwater credits. This
would allow normal extractions to continue for approximately three years without replenishment,
assuming the purchase of 4,200 acre-feet per year of Physical Solution water annually from the
City of Los Angeles (see “ — Groundwater Supply Rights” above). After that, assuming the
groundwater basin still holds enough water, the City would have to negotiate the purchase of
additional groundwater from the City of Los Angeles.

Beginning in 2022, BWP will prepare and submit an annual water supply and demand
assessment (“Annual Assessment”) to the California Department of Water Resources (“DWR”)
by July 1 of every year to evaluate actual forecasted near-term water supply conditions (for the
next 12 months), followed by a dry year, and determine if a water shortage is imminent. If the
Annual Assessment anticipates that demands will exceed available supply, the City Council will
vote to determine the appropriate water shortage level and associated actions necessary to
reduce demand to ensure adequate supply.

To address the possible impact of conservation measures on the Water System revenues,
BWP is exploring the use of a drought surcharge that would be implemented during periods of
mandatory conservation. Such a drought surcharge would be subject to approval by the City
Council and the requirements of Proposition 218.

Impact of Drought on MWD. The MWD Official Statement described in “— Information
About the Metropolitan Water District of Southern California” includes a discussion of MWD’s
water sources and the impact of drought conditions and environmental restrictions in Appendix A
to the MWD Official Statement, which is entitled “The Metropolitan Water District of Southern
California”.
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MWD has adopted a Water Shortage Contingency Plan (June 2021), which can be found
on MWD’s website: https://www.mwdh2o.com/media/21648/water-shortage-contingency-plan-
june-2021.pdf.

Although the City believes MWD is the best source of information about MWD’s
water sources and operational plans, and, therefore, encourages potential investors to
review the MWD Official Statement and the Water Shortage Contingency Plan (June 2021),
the City can provide no assurances as to the accuracy, completeness or timeliness of the
such information. See also “RISK FACTORS - Drought Conditions.”

Upgrades at Pacoima Spreading Grounds. The Pacoima Spreading Grounds, which are
managed by the Los Angeles County Flood Control District, are undergoing upgrades that began
in June 2021 and are expected to be completed in July 2024. Annual water spreading at the
Pacoima Spreading Grounds are expected to be limited while the upgrades are being constructed.
When spreading at the Pacoima Spreading Grounds is limited, the City may have access to
spreading at the Lopez Spreading Grounds, although the Lopez Spreading Grounds have a
spreading rate of approximately one-third that of the Pacoima Spreading Grounds. Additionally,
the Lopez Spreading Grounds are anticipated to receive upgrades that will limit spreading and
the City expects that there will be an approximately nine month period when spreading is
unavailable at both the Lopez and Pacoima Spreading Grounds. The City’s advance purchase of
CSW, along with other groundwater credits, are anticipated to provide the City sufficient
groundwater credits during the time the Lopez and Pacoima Spreading Grounds are unavailable.
See “— Other BWP Groundwater Rights — Cyclic Storage Program” above.

Risk Assessment. On October 23, 2018, America's Water Infrastructure Act (“AWIA”) was
signed into U.S. law. AWIA Section 2013 requires community drinking water systems serving
more than 3,300 people to develop or update risk assessments and emergency response plans
(“ERPs”). The law specifies the components that the risk assessments and ERPs must address
(including risks of failure, such as security, water quality and seismic protection, and
consequences of failure) and establishes deadlines by which water systems must certify to the
U.S. Environmental Protection Agency completion of the risk assessment and ERP. BWP’s risk
assessment was certified as complete on March 25, 2020. The findings of the risk assessment
were incorporated into the City’s updated emergency response plan, which was also certified as
complete on September 24, 2020. The certifications were completed ahead of their respective
deadlines. BWP is currently compliant with all requirements of AWIA. AWIA requires community
drinking water systems to perform risk assessments and update their ERPs every five years, with
BWP’s next certification due in 2025.

Water Treatment

Burbank Operable Unit. The Burbank Operable Unit (“BOU”) is an Environmental
Protection Agency (“EPA”)-led project to clean up groundwater impacted by historical industrial
releases, primarily by Lockheed-Martin.

The BOU commenced operation in January 1996 to treat, blend, disinfect and pump
groundwater from eight groundwater wells into the City’s distribution system. In January 1998,
the BOU treatment capacity from was expanded from 6,000 gallons per minute (“gpm”) to 9,000
gpm. The treated groundwater is blended with imported MWD treated water to reduce and control
the level of nitrate concentrations. In the Fiscal Year ended June 30, 2021, a total of 12,416.4
acre-feet of groundwater was treated at the BOU at a capacity of 85.5% and an average flow rate
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of 7,698 gpm. Of this amount, 611 acre-feet was delivered to the City of Los Angeles under the
interconnection agreement (see “ — Interconnection with LADWP’ below).

BWP has overseen numerous improvements to assure the reliability of the BOU. Both
the vapor phase granulated activated carbon (“VPGAC”) and the liquid phase granulated
activated carbon (“LPGAC”) units were modified in 2004. The internal piping configuration of the
LPGAC was reconfigured, and a complete redesign of the internal screens and piping of the
VPGAC and the airflow patterns were completed in 2008. Boiler upgrades for onsite regeneration
of the VPGAC carbon were completed in 2013. Supervisory Control and Data Acquisition
upgrade and primary controller replacement were completed in 2014.

Currently planned improvements at the BOU include energy efficiency improvements, at
least two new LPGAC vessels for liquid phase treatment, two replacement wells in North
Hollywood, and a pipeline to bring the water from the wells to the BOU, the costs of which will be
paid by Lockheed-Martin. See “ — Capital Improvement Plan.” Along with nitrate, other
constituents of concern in the groundwater may increase and negatively impact production from
BOU. It may eventually be necessary to build additional treatment processes with funding
expected to come from parties found to be responsible for the contamination.

The City’s drinking water permit mandates blending of the BOU water with imported MWD
water to meet acceptable nitrate levels. If the MWD supply were interrupted, production of
groundwater might also be impacted, although the City believes that lower nitrate levels at the
BOU wells have reduced this risk.

Interconnection with LADWP. During Fiscal Year 2019-20, the construction of a
“temporary interconnection” (“LAIX”) was completed under an agreement between BWP and the
Los Angeles Department of Water and Power (“LADWP”). This temporary interconnection uses
excess capacity at the BOU when BWP demand is lower than BOU capacity. The transfer
agreement stipulates that LADWP will directly pay MWD for the treated surface water used to
blend with the treated groundwater and will reimburse BWP for its volumetric portion of the costs
to operate, maintain, distribute and pump the water. The LAIX began normal operation in October
2019 and is expected to be superseded by a permanent intertie in the future. During Fiscal Year
2020-21, 611 acre-feet was delivered to LADWP through LAIX.

Information About the Metropolitan Water District of Southern California

On July 8, 2021, MWD issued water revenue refunding bonds (the “2021 MWD Bonds”).
In connection with the marketing of the 2021 MWD Bonds, MWD prepared an official statement
dated June 23, 2021 (the “MWD Official Statement”). The MWD Official Statement includes a
discussion of MWD’s water sources in Appendix A to the MWD Official Statement, which is entitled
“The Metropolitan Water District of Southern California”. Although the City believes MWD is
the best source of information about MWD’s water sources and operational plans, and,
therefore, encourages potential investors to review the MWD Official Statement, the City
can provide no assurances as to the accuracy, completeness or timeliness of the MWD
Official Statement. The MWD Official Statement is available on the Municipal Securities
Rulemaking Board’s Electronic Municipal Market Access system.

Capital Improvement Plan
The critical objectives for the Water System are reliability, public safety, water quality, and

business management. Reliability addresses supply, storage and distribution. Public safety
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addresses fire flow and fire hydrants. Water quality focuses on maintaining water supply,
treatment facilities and distribution systems to meet all applicable regulatory and legal
requirements and to maintain the public’s trust in the water delivered by BWP. Business
management is the replacement and repair of the meters and management of water supply cost.

Regular maintenance replacements are required to maintain system reliability. A portion
of the proceeds of the 2010 Bonds financed the cost of certain improvements to the Water
System, including the build-out of the recycled water expansion, replacement of a water reservoir,
conversion of the automatic meter infrastructures, and other improvements to the Water System.
Capital projects since the issuance of the 2010 Bonds have been funded with reserves or from
current revenues.

A portion of the proceeds of the 2021 Bonds is expected to be used to finance the
replacement and upgrading of a pumping station, replacement of a reservoir, an accelerated
pipeline replacement program, and other replacements and upgrades of facilities of the Water
System, in addition to refinancing certain obligations of the Water System. The Valley Pumping
Plant includes pumps that were installed in the 1940s. Of the approximately 276 miles of pipe in
the Water System, 30 miles are over 100 years old and the average age of pipe is 66 years. See
“‘FINANCING PLAN.” The estimated capital spending on the Water System over the next five
years is approximately $50 million, of which approximately $24.0 million is expected to be funded
with proceeds of the 2021 Bonds. BWP anticipates funding the remainder on a pay-go basis. The
City believes that its planned capital spending will be sufficient to maintain the Water System in
efficient operating condition.

The following table is a summary of BWP’s Five-Year Capital Improvement Program. The

costs in the table do not include costs for BOU improvements described in “THE WATER
SYSTEM — Water Treatment,” because those costs are paid by Lockheed-Martin.
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System Replacement

Plant Replacement

Automation and Control

Reservoirs and Tanks

Boosters

Production Facilities

Miscellaneous Facilities

Customer Service and Other

Customer Projects/Aid-in-
construction

Recycled Water

Capital Outlay and Other

Total CIP

Source: BWP.

BURBANK WATER AND POWER
FIVE-YEAR CAPITAL IMPROVEMENT PROGRAM FORECAST
(Fiscal Years Ending June 30)

($000s)
2022 2023 2024 2025
$ 3,917 $ 6,369 $ 7,299 $ 3,743
35 35 35 35
20 21 21 96
400 505 3,450 695
2,824 50 175 1,500
576 922 1,950 -
932 841 475 400
200 119 184 40
392 742 394 398
332 607 212 142
364 928 901 463
$9,992 $11,139 $15,096 $7,512

28

2026
$3,678
35

21
445

375
736

401
258
855
$6,804

Total

$25,006
175

179
5,495
4,549
3,448
3,023
1,279

2,327
1,551
3,511
$50,543



Customers, Water Sales, Water Revenues and Maximum Day Demand

The City’s water sales are dominated by sales to residential customers. The average
number of customers, water sales in acre-feet, water revenues, and maximum day demand during
the past five Fiscal Years are listed below:

BURBANK WATER AND POWER
CUSTOMERS, WATER SALES, WATER REVENUES
Fiscal Years Ended June 30,

2021
2017 2018 2019 2020 (Unaudited)
Number of Potable Water
Customers:
Residential" 22,262 22,216 22,173 22,161 22,188
Commercial 3,248 3,213 3,235 3,205 3,212
Other® 1,138 1,145 1,160 1,171 1,184
Recycled 228 234 236 240 250
Total 26,876 26,808 26,804 26,777 26,834
Acre-Feet Sales Per Year:
Potable
Residential" 10,862 11,887 11,331 11,671 12,642
Commercial 3,328 3,455 3,340 3,155 2,645
Other® 192 225 199 183 170
Recycled 3,004 3,281 2,824 3,032 2,927
Total in Acre-Feet 17.386 18.848 17.694 18.041 18.384
Water Revenues: ($ in
thousands):
Retail® $27,836 $30,565 $30,578 $32,826 $32,961
Other Operating Revenues® 2,702 3,518 702 955 1,064
Total $30,538 $34,083 $31,280 $33,781 $34,025
Maximum Demand Day (Acre- 57.4 63.5 63.1 62.8 57.1

Feet)

(1) Residential includes multi-family dwellings.

(2) Other includes city department water, school, fire protection, and miscellaneous users.

(3) Potable and recycled.

(4) Other operating revenues include connection fees, recycled water credits and other miscellaneous revenues.
Source: BWP.

Largest Water Customers

BWP’s five largest water customers (excluding other City departments) accounted for
approximately 6.42% of water sales and approximately 4.32% of water sales revenues for the
Fiscal Year ended June 30, 2021. During the same period, BWP’s ten largest water customers
(excluding other City departments) accounted for approximately 8.28% of water sales and
approximately 5.73% of water sales revenues and BWP’s 25 largest water customers (excluding
other City departments) accounted for approximately 10.86% of water sales and 7.89% of water
sales revenues.
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Water Rates and Charges

General. Subject to the requirements of Proposition 218, the City has the power to
establish rates and charges as needed to operate the Water System. Pursuant to the Burbank
Municipal Code, the Water System must remain self-supporting from a financial standpoint and
must maintain rates sufficient to maintain its financial health. Because costs can change suddenly
and materially (see, for example, the factors listed in “RISK FACTORS - Water System
Expenses”), a regular review and report on rates is necessary. BWP regularly evaluates such
information needed to maintain adequate rates and uses such information in its assessment of its
rates. Water rates and charges are established by the City Council and are not subject to
regulation by the California Public Utilities Commission (the “CPUC”) or by any other state agency.

The City’s potable water rates consist of three components: a fixed monthly water
availability charge based on meter size, a tiered quantity charge based on usage, and an
additional water cost adjustment charge (the “WCAC”) based on usage.

Recycled water rates consist of two components: a fixed monthly water availability
charged based on meter size and a quantity charge based on usage.

Current Water Rates. Current water rates, including the WCAC, were established by the
BWP Board, and approved by the City Council as part of the annual budget process. A 4.90%
increase originally scheduled to take effect in July 2020 was postponed due to the COVID-19
pandemic. See “ — COVID-19 Pandemic” below. In May 2021, the City Council approved a 6.0%
rate increase, spread out over three increases of 1.96% effective on October 1, 2021, January 1,
2022 and April 1, 2022. The rate increases are being phased in to allow economic recovery from
the COVID-19 pandemic for the community. The following table presents current potable water
rates for single-family residential service.
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BURBANK WATER AND POWER
WATER RATES DURING FISCAL YEAR 2021-22
FOR SINGLE-FAMILY RESIDENTIAL SERVICE

Description Amount Unit/Time
Water Availability Charge
Size of Meter:
1” or Smaller

Effective October 1, 2021 $15.08 Month
Effective January 1, 2022 15.38 Month
Effective April 1, 2022 15.68 Month
1-1/2”
Effective October 1, 2021 30.14 Month
Effective January 1, 2022 30.73 Month
Effective April 1, 2022 31.33 Month
o
Effective October 1, 2021 48.24 Month
Effective January 1, 2022 49.18 Month
Effective April 1, 2022 50.15 Month
Quantity Charge
First 15 Hundred Cubic Feet
(“CCF”)
Effective October 1, 2021 1.429 CCF
Effective January 1, 2022 1.457 CCF
Effective April 1, 2022 1.486 CCF
Next 15 CCF
Effective October 1, 2021 1.760 CCF
Effective January 1, 2022 1.794 CCF
Effective April 1, 2022 1.829 CCF
All Additional CCF
Effective October 1, 2021 2.216 CCF
Effective January 1, 2022 2.259 CCF
Effective April 1, 2022 2.303 CCF
Water Cost Adjustment Charge
Effective October 1, 2021 1.941 CCF
Effective January 1, 2022 1.979 CCF

Effective April 1, 2022 2.018 CCF
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Historical Rates. The Water System’s base rates have changed 11 times over the last 9
years. The City provides no free water services. The following table sets forth the percentage
change in overall system rates during the last 10 years.

BURBANK WATER AND POWER
PERCENTAGE CHANGE IN WATER

RATES®"

Effective Date Overall System
07/01/12 4.50%
07/01/13 4.75
07/01/14 4.75
07/01/15 3.40
07/01/16 3.40
07/01/17 3.40
07/01/18 4.90
07/01/19 4.90
10/01/21 1.96
01/01/22 1.96
04/01/22 1.96

(1) Percentage change is based upon the immediately
preceding rate.
Source: BWP.

The following table sets forth the weighted average billing price, factoring in fixed and
usage-based charges, per hundred cubic feet of BWP’s various customer classes for the five
fiscal years shown.

BURBANK WATER AND POWER
WEIGHTED AVERAGE BILLING PRICE
($ per CCF)

Fiscal Year Ended June 30,

2017 2018 2019 2020 = 2021
Residential(") $3.75 $3.82 $4.04 $4.21 $4.18
Commercial®@ 3.56 3.66 3.87 4.17 4.29
Weighted Average Potable Water Rate 3.71 3.78 4.00 4.20 4.20
Weighted Average Recycled Water Rate 272 278 2.88 2.98 3.02

(1) Residential includes multi-family dwellings.
(2) Commercial includes Large Commercial.
Source: BWP.
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Billing and Collection. Water service charges are billed monthly by BWP. Electric,
refuse, water and sewer service charges are issued jointly in a general utility bill. The general
utility bill is due within 15 days from the date the bill is delivered or mailed. All services may be
disconnected if payment is 15 days delinquent. Delinquent fees and charges may be made a lien
against the property, placed on the tax roll of the county and collected in the same manner as ad
valorem taxes.

As shown in the following table, delinquency rates for collection of payment for electric,
refuse, water and sewer services of the City (expressed as a percentage of annual total revenues
received by the City for the use of such utility systems) has been less than 1% for each of the
past five fiscal years.

BURBANK WATER AND POWER
DELINQUENCY RATE AS OF JUNE 30

June 30 Delinquency Rate
2017 0.18%
2018 0.07
2019 0.22
2020 0.35
2021 0.90

Source: BWP.

See “RISK FACTORS — COVID-19 Pandemic” for information about the impact of the
pandemic on the City’s collection process. The City anticipates delinquencies in Fiscal Years
2019-20 and 2020-21 to be offset by reimbursements from the California Water and Wastewater
Arrearage Payment Program.

Historical Cost of Imported Water
The purchase of imported water from MWD is the largest expense of the Water Enterprise
Fund. The following table details the cost of imported water (both treated and untreated), including

MWD fixed charges, in each of the last five fiscal years.

BURBANK WATER AND POWER
HISTORICAL COST OF IMPORTED WATER

Cost
Fiscal Year ($000s)
2017 $10,817
2018 12,015
2019 11,892
2020 12,994
2021M 12,102

(1) Unaudited.
Source: BWP.
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Historical Water Net Revenues and Debt Service Coverage

The following table sets forth a summary of Water Net Revenues for the five Fiscal Years
indicated, together with debt service coverage ratios for the outstanding 2010 Water Bonds and
the State Water Loans. This information was prepared by the City on the basis of its audited
financial statements for such years other than for the Fiscal Year ended June 30, 2021, which is
based upon unaudited information.

BURBANK WATER AND POWER

HISTORICAL WATER NET REVENUES AND DEBT SERVICE COVERAGE

Operating revenue:
Retail
Other operating ("

Total operating expenses @

Operating Income/ (Loss)

Other non-operating
income: ©)

Water Net Revenues (a)

Net 2010 Bonds Debt
Service ¥ (b)

State Water Loan Pmts
Annual Debt Service

Rate Covenant Coverage

(a)/(b)

Revenues Available After
Debt Service (a)-(b)

WATER SYSTEM

Fiscal Years ending June 30
(Dollar amounts in $000s)

2017

$27,836
2,702
30,538

7,034
2,081

597
2,679

2.63x

$4,355

018

$30,565
3,518
34,083

7,258
2,082

297
2,679

2.71x

$4,579

019

$30,578
702

7,180
2,077

298
2,675

2.68x

$4,505

6,165
2,077

297
2,675

2.31x

$3,490

2021
(Unaudited)

$32,961
1,064
34,025

7,549
1,049

598
1,647

4.58x

$5,902

(1) Other operating revenues include connection fees, recycled water credits, intergovernmental income, and other miscellaneous

revenues. Other operating revenues do not include aid-in-construction.

(2) Operating expenses includes costs of imported water, costs of treating water, wages and salaries, and cost allocation from the
Electric Utility Fund and the City for shared services, Operating expenses do not include depreciation, and interest expense.
Operating expenses for FY 2017-18 were higher primarily due to inclusion of expenses for the construction of recycled water
mains in the City of Los Angeles under the joint services agreement between BWP and LADWP. The corresponding
reimbursements from LADWP were accounted for, in the operating revenues. Operating expenses for FY 2019-20 were higher
primarily due to higher water supply expense attributable to MWD rate increases and higher demand as well as higher

professional service expenses

(3) Other non-operating income available for debt service includes interest income and other non-operating revenues, less other
non-operating expenses. Other non-operating income does not include capital contributions. For Fiscal Year 2019-20, other
non-operating expenses include an additional voluntary payment to CalPERS to reduce the City’s unfunded actuarial liability.

The portion allocated to the Water Fund was $553,000.

(4) Represents debt service net of the federal subsidy on the Series 2010B Bonds. On June 1, 2020, the Water Utility paid $2.065
million from cash reserves for the full redemption of the 2010A Water Revenue Bonds. This amount is not included in the

historical debt service.
Source: BWP.
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Projected Water Net Revenues and Debt Service Coverage

The following table sets forth a five-year projection of Water Net Revenues, together with
debt service coverage ratios. The projections reflect the rate increases shown in the table,
inflationary increases in non-salary expenses of between 1.4% and 2% in Fiscal Years 2022-23
through 2025-26, and annual increases of 2% for salaries.

BURBANK WATER AND POWER
PROJECTED WATER NET REVENUES AND DEBT SERVICE COVERAGE
WATER SYSTEM
Fiscal Years ending June 30
(Dollar amounts in $000s)

2022 2023 2024 2025 2026
1.96% Oct
’ 6% 6% 6% 6%
Rate increase () Jan, Apr
Potable water sales in Acre-Feet 15,230 15,281 15,333 15,384 15,436
Recycled water sales in Acre-
Feet 2,971 3,176 3,156 3,186 3,196
Operating revenue: @
Retsail $33,422 $36,691 $38,915 $41,354 $43,758
Other operating 855 78 800 807 814
Total operating revenue 34,276 37,469 39,715 42,161 44,571
Total operating expenses 28,387 29,212 30,447 31,182 32,270
Operating Income/ (Loss) 5,890 8,257 9,268 10,978 12,301
Interest Income 170 175 219 229 236
Pension advanced payment 530 533 - - -
Other non-operating income: (360) (358) 219 229 236
Water Net Revenues 5,530 7,899 9,487 11,208 12,537
Net Debt Service ¢ 2,478 3,480 3,494 3,513 3,529
Rate Covenant Coverage 2.23x 2.27x 2.72x 3.19x 3.55x
Revenues Available After Debt
Service $3,052 $4,419 $5,993 $7,695 $9,008

(1) Rate increases indicated are expected proposed rate increases and have not been approved by the City Council.
Actual rate changes may differ materially from this table.

(2) Other operating revenues include connection fees, recycled water credits, intergovernmental income, and other
miscellaneous revenues. Other operating revenues do not include aid-in-construction.

(3) Operating expenses include costs of imported water, costs of treating water, wages and salaries, and cost
allocation from the Electric Utility Fund and the City for shared services. Operating expenses do not include
depreciation, and interest expense.

(4) Presented net of projected federal Build America Bond subsidy, assuming current federal sequestration
reduction rate of 5.7%.

Source: BWP.
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Financial Reserves

BWP management initially developed a financial reserve policy to maintain its long-term
rate stability in May 2003 and last updated it in 2017. Financial reserves were established for
general operating expenses, debt repayment and capital funding, and replenishment reserves for
storage when water prices are low. The financial reserve policy includes a minimum reserve and
a recommended reserve. For Fiscal Year 2021-22, the minimum reserve is $9.37 million and the
recommended reserve is $17.83 million. As of June 30, 2021, the balance in the reserve fund was
$14.3 million.

Environmental Issues

Utilities such as the Water System are subject to continuing environmental regulation.
Federal, state and local standards and procedures which regulate the environmental impact of
utilities are subject to change. These changes may arise from continuing legislative, regulatory
and judicial action regarding such standards and procedures. Consequently, there is no
assurance that the Water System or any City facility or project will remain subject to the
regulations currently in effect, will always be in compliance with future regulations or will always
be able to obtain all required operating permits. An inability to comply with environmental
standards could result in additional capital expenditures, reduced operating levels or the
shutdown of individual units not in compliance. In addition, increased environmental regulations
have, and may in the future, create certain barriers to new facility development and require
modification of existing facilities and may result in additional costs for affected resources. The
City cannot predict at this time whether any additional legislation or rules will be enacted which
will affect the City’s operations, including the Water System managed by BWP, and if such laws
or rules are enacted, what the costs to the City might be in the future because of such action.

The City has included information in this Official Statement about various contaminants in
the water supplied to its customers, and the measures taken by the City to remove them from the
water. Recently, per- and polyfluoroalkyl substances (“PFAS”) have received significant publicity
for their potential impacts on the environment and human health. Companies have voluntarily
stopped using two types of PFAS (Perfluorooctanoic Acid (“PFOA”) or Perfluorooctanesulfonic
Acid (“PFOS”)), and the City has not detected either in the City’s water. The water that BWP
purchases from MWD has one of the 5,000 PFAS chemicals that are in use worldwide, called
Perfluorohexanoic Acid (“PFHxA”), at a low detection of 2.8 parts per trillion (ppt). For the past
two decades, BWP has been removing the extremely low trace amounts of PFAS from its
groundwater wells using a granular activated carbon-removal process as water passes through
the BOU.
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RISK FACTORS

The following factors, which represent certain risk factors, should be considered along
with all other information in this Official Statement by potential investors in evaluating the 2021
Bonds. The following is not intended to be an exhaustive list and there can be no assurance
made that other risk factors do not currently exist or will not become evident at any future time.

Revenues of the Water System; Rate Covenant Not a Guarantee

The ability of the City to pay the principal of and interest on the 2021 Bonds depends on
the ability of the City to generate Water Net Revenues in the levels required by the Indenture.
Although, as more particularly described herein, the City expects that sufficient revenues will be
generated through the imposition and collection of service charges, impact fees, and other Water
Revenues described herein, there is no assurance that such imposition of service charges, impact
fees, or other Water Revenues will result in the generation of Water Net Revenues in the amounts
required by the Indenture. As a result, the City’s covenant does not constitute a guarantee that
sufficient Water Net Revenues will be available to pay the principal of and interest on the 2021
Bonds when due.

Water Supply

The City’s water supply is dependent on the reliability of imported water from MWD. The
City does not have ownership rights to the naturally occurring groundwater underneath the City.
Instead, the primary potable water supply for the City is imported water from MWD. See “THE
WATER SYSTEM — Water Supply.” The City cannot guarantee that it would be able to meet its
rate covenant if the supply of imported water from MWD were to be reduced or unavailable.

Demand and Usage

There can be no assurance that the local demand for services provided by the Water
System will continue according to historical levels. In addition, drought conditions and voluntary
or mandatory conservation measures could decrease usage of the services of the Water System.
See “~Drought Conditions.” Although a decline in demand would result in certain reduced
commodity expenses, such reductions would not be expected to be sufficient to fully offset the
decline in revenues. Reduction in revenues resulting from a decline in demand could require an
increase in rates or charges in order to produce Water Net Revenues sufficient to comply with the
City’s rate covenant. See “THE WATER SYSTEM — Water Rates and Charges.” Rate increases
could increase the likelihood of nonpayment.

Water System Expenses

There can be no assurance that the City’s expenses for the Water System will be
consistent with the descriptions in this Official Statement. Changes in technology, changes in
quality standards, or decreased development, increases in the cost of operation, increased
regulation or other expenses could require increases in rates or charges in order to comply with
the City’s rate covenant in the Indenture. In addition, the Water System’s biggest expense — the
cost of purchasing of water — is dependent upon MWD.
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Statutory and Regulatory Impact

The kind and degree of water treatment is regulated, to a large extent, by the federal
government and the State of California. Treatment standards set forth in federal and state law
control the operations of the Water System and mandate its use of technology. If the federal
government, acting through the Environmental Protection Agency, or the State of California, or
additional federal or state legislation, should impose stricter water quality standards upon the
Water System, the Water System’s expenses could increase accordingly and rates and charges
would have to be increased to offset those expenses.

It is not possible to predict the direction which federal or state regulation will take with
respect to drinking water quality standards, although it is likely that both will impose more stringent
standards with attendant higher costs.

Although the City has covenanted in the Indenture to prescribe, revise and collect such
charges for the services, facilities and water furnished by the Water System during each fiscal
year at specified levels, no assurance can be given that the cost of compliance with such laws
and regulations will not materially adversely affect the ability of the City to generate Water Net
Revenues in the amounts required by the Indenture and to pay the 2021 Bonds. Certain potential
increasing regulatory standards could materially increase the cost to the City of providing water
services.

Litigation

At any given time, there are certain claims and disputes, including those currently in
litigation, that arise in the normal course of Burbank’s Water System enterprise activities. In the
view of BWP management, there is no litigation, present or pending, which will, individually or in
the aggregate, materially impair Burbank’s ability to service its Water System indebtedness or
which will have a material adverse effect on the business operations of the Water System. See
“LITIGATION.”

COVID-19 Pandemic

The outbreak of COVID-19, a respiratory disease caused by a new strain of coronavirus,
has been characterized as a pandemic (the “Pandemic”) by the World Health Organization and
is currently affecting many parts of the world, including the United States and California. As a
result, the United States, the State and the County declared a “state of emergency” or equivalent.
Additionally, the State and the County issued “stay at home” or “Safer at Home” orders, which
severely restrict the movement of residents and generally require residents to remain in their
homes, in effect prohibiting non-essential workers from working outside their homes. This caused
the widespread disruption of daily activities, including the closure of, among others, schools, dine-
in restaurants, bars, gyms, movie theatres and other entertainment venues, certain government
buildings, parks, beaches and places of worship. Beginning on June 15, 2021, the State moved
beyond its prior framework, the Blueprint for a Safer Economy, and allowed indoor and outdoor
activities and businesses to return to usual operations with limited exceptions for events
characterized by large crowds greater than 5,000 (indoors) and 10,000 (outdoors) attendees.
However, in response to changing conditions, the County announced effective July 18, 2021 that
masks would again be required for all individuals while indoors in public places.

The Pandemic negatively affected travel, commerce, asset values and financial markets
globally, and was widely expected to continue to negatively affect economic output worldwide and
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within the State and the City. Unemployment in the United States dramatically increased as a
result of the Pandemic, and has only partially recovered. While federal and state governments
(including California) have enacted legislation and have taken executive actions designed to
mitigate the negative public health and economic impacts of the Pandemic, the City is unable to
accurately predict the course of the Pandemic or whether such interventions will have the
intended effects.

Total water sales have been minimally impacted by the Pandemic. A decrease in
commercial sales has been offset by an increase in residential demand primarily driven by
the stay at home order, as well as warmer-than-average summer temperature and a dry
winter.

The Water System’s billing and collection functions remain operational. See “THE WATER
SYSTEM — Water Rates and Charges - Billing and Collection.” The liquid reserves of the Water
System, as of June 30, 2021, include approximately 184 days of cash on hand. The City has
taken a number of steps to mitigate the impact of the Pandemic on Water System customers.
These include waiving late fees and suspending service shut-offs due to nonpayment. The City
is subject to periodic orders from the State government that regulate service shut-offs. The City
expects to receive some relief as part of $985 million in federal funding allocated by the California
legislature. The State Water Board is creating a new program, California Water and Wastewater
Arrearage Payment Program (“CWWAPP”), to provide relief to community water and wastewater
systems for unpaid bills related to the Pandemic. The funding will cover water debt from residential
and commercial customers accrued between March 4, 2020 and June 15, 2021. CWWAPP will
initially prioritize drinking water residential and commercial arrearages. Funding to community
water systems will be disbursed through January 31, 2022.

The Water System is a designated critical sector with exemptions from the “stay-at-home”
and “Safer at Home” orders. The Water System modified its work schedules, staffing, and Water
System operations without material disruption during such periods. The Water System has not
experienced operational issues or significant supply chain problems as a result of the Pandemic
but can give no assurance that such issues will not arise in the future.

The Pandemic is ongoing and developments will continue. Given the evolving nature of
the Pandemic, the City is unable to predict (i) the ultimate duration or extent of the COVID-19
outbreak; (ii) to what extent COVID-19 may adversely affect the operations of the Water System
and the revenues of the Water System; (iii) to what extent COVID-19 may disrupt the local, State,
national or global economy, manufacturing or supply chain, or whether any such disruption may
adversely affect Water System operations and maintenance; (iv) whether or to what extent the
City may provide additional deferrals, forbearances, adjustments or other relief to Water System
customers or changes to its billing and collection procedures; or (v) whether any of the foregoing
may have a material adverse effect on the finances and operations of the Water System. The
restrictions and limitations related to COVID-19, and the current upheaval to the national and
global economies, may intensify and recovery may be prolonged, potentially adversely affecting
Water System revenues.

Earthquake, Flood, Wildfire or Other Natural Disasters
General. The occurrence of an earthquake, flood, fire, or other natural disaster which
results in the temporary or permanent closure of major components of the Water System or results

in significantly increased costs could materially adversely affect the ability of the City to operate
the Water System or to generate Water Net Revenues at the levels required by the Indenture.
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Seismic. The City is located in a region of seismic activity. Damage from seismic activity
could occur through surface fault rupture, ground shaking, liquefaction, and landslides. Surface
fault rupture is an actual cracking or breaking of the ground along a fault during an earthquake.
The City contains one active fault-the Verdugo Fault, located south of the Verdugo Mountains—
but no Alquist-Priolo Earthquake Fault Zone has been designated in the City. In addition to the
Verdugo Fault, several other active faults in the region have the potential to cause ground shaking
that would affect the City. These faults are the San Fernando Fault (northwest of the City), Sierra
Madre Fault (at the base of the San Gabriel Mountains east of the City), Hollywood Fault (south
of the City), Newport-Inglewood Fault (12.5 miles southwest of the City), and the Raymond Fault
(6 miles southeast of the City). The San Andreas Fault, a large fault that runs nearly the entire
length of California, is located approximately 27 miles to the northwest of the City. Much of the
City is located atop soils susceptible to liquefaction, particularly in areas west of Interstate 5.
Liquefaction risk is higher in areas where the groundwater table lies within 50 feet of the surface.
Most groundwater underlying the City is deeper than 100 feet below the surface. As long as
groundwater continues to be extracted in the upper Los Angeles River area and annual rainfall
remains at normal levels, the City expects that groundwater levels in the City will remain deeper
than 50 feet, resulting in a low risk of liquefaction for most of the City. In the City, hazards from
landslides and mudslides are limited to properties at the base of undeveloped or unimproved
slopes in the Verdugo Mountains. Significant earthquakes that have occurred in recent years in
the Los Angeles and Burbank area, including the Northridge earthquake in 1994, that resulted in
only temporary electrical outages in the Water System and, after inspection to determine the
scope of any damage, only minor damage to the Water System.

See “THE WATER SYSTEM — Risk Assessment.”

It is impossible to accurately predict the cost or effect of an earthquake on the Water
System or on BWP’s ability to provide uninterrupted service to all parts of its service area. In the
event of a severe earthquake, however, the amount of moneys available to pay debt service on
the 2021 Bonds could be reduced significantly.

Flood. Based on flood risk evaluations prepared by the Federal Emergency Management
Agency (“FEMA”) for the City, effective September 26, 2008, most of the City is located in Zone
X, which describes lands subject to the 0.2% annual (500-year) flood zone or that lie within the
100-year flood zone, but with flooding depths less than one foot. Areas of the City that are within
the FEMA-mapped 100-year floodplain include: (i) a narrow area along the Lockheed Drain
Channel in the vicinity of Empire Avenue and W. Vanowen Street from near the Burbank Airport
eastwards towards Interstate 5, then southward in the vicinity of Victory Boulevard, (ii) a narrow
area west of Victory Boulevard in the vicinity of South Main Street, and (iii) several small areas
south of Highway 134 near the City’s southern boundary. In addition, there is a large area in the
northeastern portion of the City mapped as Zone D, which describes areas in which flood hazards
are undetermined, but possible.

Wildfire. In recent years, wildfires have caused extensive damage throughout the State.
Certain of these fires have burned thousands of acres and destroyed hundreds and in some cases
thousands of homes. In some instances, entire neighborhoods have been destroyed. Two
portions of the City have been categorized by the California Department of Forestry and Fire
Protection (“CALFIRE”) as Very High Fire Hazard Severity Zones. These areas are a large area
in the northeastern portion of the City, in and bordering the Verdugo Mountains, and a smaller
portion at the southern end of the City that includes Warner Brothers Studios. Wildland and
wildland/urban interface fires are relatively common in the Verdugo Mountains in the northeastern
portion of the City and surrounding areas. In 2005, the Harvard Fire burned approximately 1,000
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acres of brush within City limits before being contained, with no structures burned. In 2017, the
La Tuna Fire burned in the Verdugo Mountains, including portions of the City, ultimately claiming
approximately 7,200 acres and destroying 10 structures. Steep wildland and wildland/urban
interface areas that have previously experienced fire damage are at higher risk of damage from
mudslides.

Some believe that climate change will lead to even more frequent and damaging wildfires
in the future. While the City and the Water System have not suffered direct effects of wildfire,
there can be no assurance that wildfires will not affect the City and the Water System in the future,
or the effects of any such wildfire, which could be material.

Drought Conditions

California is subject to droughts, including in the years 1976-77, 1987-1992, 2008-09 and
2012-16 (although drought conditions may vary significantly throughout different parts of the
State). In April 2021, Governor Newsom declared a drought state of emergency in 41 of the
State’s 58 counties, primarily in the northern portion of the State and in the Central Valley. In July
2021, Governor Newsom issued an executive order expanding the drought state of emergency to
50 of the State’s 58 counties (not including the County) and calling for Californians to voluntarily
reduce water use by 15%. In October 2021, Governor Newsom expanded the executive order to
include all counties in the State. The City cannot predict what effect drought conditions may have
on revenues of the Water System, or whether or to what extent water reduction requirements or
voluntary guidance may affect the Water System.

In March 2021, the DWR announced an adjustment to its initial SWP allocation for the
2021 water year. DWR announced that it expects to deliver 5% of requested supplies in 2021,
down from the initial allocation of 10% announced in December 2020. Allocations represent the
amount of SWP water that DWR will deliver for the year and are reviewed monthly based on
several factors, such as water in storage, environmental requirements, and rain and snow runoff
projections. For 2020, the initial SWP allocation was 10% and the final allocation was 20% in May.

On August 16, 2021, the historic Colorado River Shortage Declaration was made, with the
federal Bureau of Reclamation declaring an official shortage condition due to the lowering of Lake
Mead’s water level behind Hoover dam to below 1,075 feet. The next day, on August 17, 2021,
MWD declared a Water Supply Alert, signaling an urgent need throughout the region to do more
to reduce water use, and asked water agencies to look within their respective water shortage
contingency plans to implement appropriate local actions to achieve conservation through the
current drought conditions. On September 14, 2021, the City Council authorized the move to
Stage Il of its Water Shortage Contingency Plan (three days a week watering during the months
of April through October and once a week watering during the cooler months of November through
March) and defined conditions to move to Stage Ill (two days a week watering) in accordance
with the City’s 2008 Sustainable Water Use Ordinance.

Major or sustained water conservation measures may reduce Water System revenues,
which may necessitate increases in water rates and charges. To address the impact of
conservation measures on the Water System revenues, BWP is exploring the use of a drought
surcharge that would be implemented during periods of mandatory conservation. Such a drought
surcharge would be subject to approval by the City Council and the requirements of Proposition
218.
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Potential Impact of Climate Change

The issue of climate change has become an important factor in water resources planning.
There is evidence that increasing concentrations of greenhouse gases have caused and will
continue to cause a rise in temperatures around the world, which will result in a wide range of
changes in climate patterns. Moreover, there is evidence that a warming trend occurred during
the latter part of the 20th century and will likely continue through the 21st century. These changes
will have a direct effect on water resources in the State, and numerous studies on climate and
water in the State have been conducted to determine the potential impacts. Based on these
studies, global climate change could result in the following types of water resources impacts in
the State, including impacts on the Water System:

. Changes in the timing, intensity, and variability of precipitation, and an increased
amount of precipitation falling as rain instead of as snow,

. Long-term changes in watershed vegetation and increased incidence of wildfires
that could affect water quality,

. Increased water temperatures with accompanying adverse effects on some
fisheries,

. Increases in evaporation and concomitant increased irrigation need,

. Changes in urban and agricultural water demand,

. Rising sea levels resulting in potential pumping cutbacks on the State Water

Project, and
. Effects on the groundwater basin.

However, other than the general trends listed above, there is no clear scientific consensus
on exactly how climate change will quantitatively affect water supplies available to the Water
System.

Cybersecurity

The City, including the Water System, like many other public and private entities, relies on
computer and other digital networks and systems to conduct its operations. As a recipient and
provider of personal, private or other sensitive electronic information, the City is potentially subject
to multiple cyber threats, including without limitation hacking, viruses, ransomware, malware and
other attacks. United States government agencies have in the past issued warnings indicating
that critical infrastructure sectors such as water systems may be specific targets of cybersecurity
threats.

The City believes it has implemented industry best practices and taken reasonable steps
to protect against and mitigate the adverse effects of cyberattacks, including steps to harden its
cybersecurity and provide training for employees in cyber awareness and the use of the City’s
digital networks and systems. No assurance can be given that the City’s efforts to manage cyber
threats and attacks will be successful in all cases, or that any such attack will not materially impact
the operations or finances of the City or disrupt the operation of the Water System. There have
been no detected cyberattacks that have affected the Water System.
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Limited Obligations

The Bonds (including the 2021 Bonds) are special, limited obligations of the City payable
from Water Net Revenues. The 2021 Bonds shall not be deemed to constitute a debt or liability
of the City, the State, or of any political subdivision thereof within the meaning of any constitutional
or statutory limitation, or a pledge of the faith and credit of the City, the State, or of any political
subdivision thereof, but shall be payable, except to the extent of certain moneys pledged therefor
under the Indenture, solely from Water Net Revenues. Neither the faith and credit nor the taxing
power of the City, the State, or of any political subdivision thereof is pledged to the payment of
the principal of, premium, if any, or the interest on the 2021 Bonds. The issuance of the 2021
Bonds shall not directly or indirectly or contingently obligate the City, the State, or any political
subdivision thereof to levy or to pledge any form of taxation whatsoever therefor or to make any
appropriation for their payment.

No Reserve Account
No debt service reserve account has been or will be established to secure the 2021 Bonds.
Additional Bonds or Parity Debt

Upon the issuance of the 2021 Bonds and the prepayment of the State Water Loans, the
Series 2010B Bonds will be the only other outstanding obligations payable from Water Net
Revenues on a parity with the 2021 Bonds. In addition, the City is permitted under the Indenture,
subject to satisfaction of certain conditions, to incur future Parity Debt and additional Bonds. In
the event Water Net Revenues were insufficient to pay all of the City’s obligations with respect to
the Bonds (including the 2021 Bonds) and any Parity Debt when due, the City would be obligated
to make payments on the Parity Debt and the Bonds (including the 2021 Bonds) on a pro rata
basis.

Effect of Bankruptcy

In addition to the limitations on remedies contained in the Indenture, the rights and
obligations under the 2021 Bonds and the Indenture may be subject to the following: the United
States Bankruptcy Code and applicable bankruptcy, insolvency, reorganization, moratorium, or
similar laws relating to or affecting the enforcement of creditors’ rights generally, now or hereafter
in effect; usual equity principles which may limit the specific enforcement under State law of
certain remedies; the exercise by the United States of America of the powers delegated to it by
the Federal Constitution; and the reasonable and necessary exercise, in certain exceptional
situations, of the police power inherent in the sovereignty of the State of California and its
governmental bodies in the interest of serving a significant and legitimate public purpose.

Bankruptcy proceedings, or the exercise of powers by the federal or state government, if
initiated, could subject the Owners of the 2021 Bonds to judicial discretion and interpretation of
their rights in bankruptcy or otherwise, and consequently may entail risks of delay, limitation or
modification of their rights and may otherwise have material adverse consequences. The opinion
of Bond Counsel notes that the rights of the owners of the 2021 Bonds and the enforceability of
the 2021 Bonds and the Indenture are limited by bankruptcy, insolvency, reorganization,
moratorium and other similar laws affecting creditors' rights generally, and by equitable principles,
whether considered at law or in equity.
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Articles XIIIC and XIIID of the California Constitution

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

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

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

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

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

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

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

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

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

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

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

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

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

The court in Bighorn specifically noted that it was not holding that the initiative power is

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

In August 2013, an Orange County Superior Court judge ruled that the tiered pricing model
of the City of San Juan Capistrano, which charges higher rates to customers who use more water,
violates Proposition 218. The City of San Juan Capistrano appealed the decision, to the 4th
District Court of Appeal, which published its decision on April 20, 2015. The court’s decision
found that the City of San Juan Capistrano’s tiered rates were not sufficiently cost-justified, but
that the Constitution does allow for tiered rates. In July 2015, the California Supreme Court denied
a request to depublish the case.

The City believes that its rate structure is distinguishable from the structure deemed
unconstitutional in the San Juan Capistrano case and consistent with Proposition 218 and the
Constitution because the City’s tiered rates correlate with the actual costs for the various tiers.

120-Day Statute of Limitations for New or Increased Water and Sewer Rates. Senate
Bill 323 (“SB 323”), signed by the Governor in September of 2021, restricts challenges to new or
increased water or sewer rates to 120 days after the receipt of notice of the rate increase. SB 323
applies to rates for both retail and wholesale water and sewer fees adopted or increased after
January 1, 2022. Prior to the adoption of SB 323 a plaintiff seeking to challenge water or sewer
rates could generally bring an action for a refund for amounts paid within the preceding year, or
could seek to invalidate the rates within 3 years of payment.

Articles XIIIC and XIlID and the City’s Water Rates and Charges. The City’s current
water rates (see “THE WATER SYSTEM - Water Rates and Charges”) were adopted by
resolution of the City Council on May 4, 2021, following notice to property owners and a public
hearing held at least 45 days after the notice had been mailed, in compliance with Articles XIIIC
and XIIID.

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

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

Under the Bighorn case, local voters could adopt an initiative measure that reduces or
repeals the City’s rates and charges, though it is not clear whether (and California courts have
not decided whether) any such reduction or repeal by initiative would be enforceable in a situation
in which such rates and charges are pledged to the repayment of bonds or other indebtedness,
as is the case with respect to the 2021 Bonds.

There can be no assurance that the courts will not further interpret, or the voters will not
amend, Article XIIIC and Article XIIID to limit the ability of local agencies to impose, levy, charge

46



and collect increased fees and charges for water services, or to call into question previously
adopted water services rate increases.

Loss of Tax Exemption

The City has covenanted in the Indenture and the Tax Certificate that it will not take any
action, or fail to take any action, if any such action or failure to take action would adversely affect
the exclusion from gross income of interest or the 2021 Bonds under Section 103 of the Internal
Revenue Code of 1986. In the event the City fails to comply with the foregoing tax covenant,
interest on the 2021 Bonds may be includable in the gross income of the Owners thereof for
federal tax purposes retroactive to the date of issuance of the 2021 Bonds. See “TAX MATTERS.”

Secondary Market

There can be no guarantee that there will be a secondary market for the 2021 Bonds or,
if a secondary market exists, that any 2021 Bonds can be sold for any particular price. Prices of
bond issues for which a market is being made will depend upon then-prevailing circumstances.
Such prices could be substantially different from the original purchase price. No assurance can
be given that the market price for the 2021 Bonds will not be affected by the introduction or
enactment of any future legislation (including without limitation amendments to the Internal
Revenue Code), or changes in interpretation of the Internal Revenue Code, or any action of the
Internal Revenue Service, including but not limited to the publication of proposed or final
regulations, the issuance of rulings, the selection of the 2021 Bonds for audit examination, or the
course or result of any Internal Revenue Service audit or examination of the 2021 Bonds or
obligations that present similar tax issues as the 2021 Bonds.

TAX MATTERS
Federal Tax Exemption

In the opinion of Norton Rose Fulbright US LLP, Los Angeles, California, Bond Counsel
to the City, under existing statutes, regulations, rulings and judicial decisions, and assuming
compliance by the City with certain covenants in the Indenture, the Tax Certificate and other
documents pertaining to the 2021 Bonds and requirements of the Internal Revenue Code of 1986
(the “Code”) regarding the use, expenditure and investment of proceeds of the 2021 Bonds and
the timely payment of certain investment earnings to the United States, interest on the 2021 Bonds
is not included in the gross income of the owners of the 2021 Bonds for federal income tax
purposes. Failure to comply with such covenants and requirements may cause interest on the
2021 Bonds to be included in gross income retroactive to the date of issuance of the 2021 Bonds.

In the further opinion of Bond Counsel, interest on the 2021 Bonds is not treated as an
item of tax preference for purposes of the federal alternative minimum tax.

Ownership of, or the receipt of interest on, tax-exempt obligations may result in collateral
federal income tax consequences to certain taxpayers, including, without limitation, financial
institutions, property and casualty insurance companies, certain foreign corporations doing
business in the United States, certain S corporations with excess passive income, individual
recipients of Social Security or Railroad Retirement benefits, taxpayers that may be deemed to
have incurred or continued indebtedness to purchase or carry tax-exempt obligations and
taxpayers who may be eligible for the earned income tax credit. Bond Counsel expresses no
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opinion with respect to any collateral tax consequences and, accordingly, prospective purchasers
of the 2021 Bonds should consult their tax advisors as to the applicability of any collateral tax
consequences.

Certain requirements and procedures contained or referred to in the Indenture, the Tax
Certificate or other documents pertaining to the 2021 Bonds may be changed, and certain actions
may be taken or not taken, under the circumstances and subject to the terms and conditions set
forth in such documents, upon the advice or with the approving opinion of counsel nationally
recognized in the area of tax-exempt obligations. Bond Counsel expresses no opinion as to the
effect of any change to any document pertaining to the 2021 Bonds or of any action taken or not
taken where such change is made or action is taken or not taken without the approval of Norton
Rose Fulbright US LLP or in reliance upon the advice of counsel other than Norton Rose Fulbright
US LLP with respect to the exclusion from gross income of the interest on the 2021 Bonds for
federal income tax purposes.

Bond Counsel’'s opinion is not a guarantee of result, but represents its legal judgment
based upon its review of existing statutes, regulations, published rulings and judicial decisions
and the representations and covenants of the Issuer described above. No ruling has been sought
from the Internal Revenue Service (the “IRS”) with respect to the matters addressed in the opinion
of Bond Counsel, and Bond Counsel’s opinion is not binding on the IRS. The IRS has an ongoing
program of examining the tax-exempt status of the interest on municipal obligations. If an
examination of the 2021 Bonds is commenced, under current procedures the IRS is likely to treat
the City as the “taxpayer,” and the owners of the 2021 Bonds would have no right to participate
in the examination process. In responding to or defending an examination of the tax-exempt
status of the interest on the 2021 Bonds, the City may have different or conflicting interests from
the owners. Additionally, public awareness of any future examination of the 2021 Bonds could
adversely affect the value and liquidity of the 2021 Bonds during the pendency of the examination,
regardless of its ultimate outcome.

Tax Accounting Treatment of Bond Premium and Original Issue Discount

Bond Premium. To the extent a purchaser acquires a 2021 Bond at a price in excess of
the amount payable at its maturity, such excess will constitute “bond premium” under the Code.
The Code and applicable Treasury Regulations provide generally that bond premium on a tax-
exempt obligation is amortized over the remaining term of the obligation (or a shorter period in
the case of certain callable obligations) based on the obligation's yield to maturity (or shorter
period in the case of certain callable obligations). The amount of premium so amortized reduces
the owner’s basis in such obligation for federal income tax purposes, though such amortized
premium is not deductible for federal income tax purposes. This reduction in basis will increase
the amount of any gain (or decrease the amount of any loss) to be recognized for federal income
tax purposes upon a sale or other taxable disposition of the obligation. Bond Counsel is not
opining on the accounting for bond premium or the consequence to a 2021 Bond purchaser of
purchasing a 2021 Bond with bond premium. Accordingly, persons considering the purchase of
2021 Bonds with bond premium should consult with their own tax advisors with respect to the
determination of bond premium on such 2021 Bonds for federal income tax purposes and with
respect to the state and local tax consequences of owning and disposing of such 2021 Bonds.

Original Issue Discount. The excess, if any, of the stated redemption price at maturity
of 2021 Bonds of a particular maturity over the initial offering price to the public of the 2021 Bonds
of that maturity at which a substantial amount of the 2021 Bonds of that maturity is sold to the
public is “original issue discount.” Original issue discount accruing on a 2021 Bond is treated as
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interest excluded from the gross income of the owner thereof for federal income tax purposes
under the same conditions and limitations as are applicable to interest payable on such 2021
Bond. Original issue discount on a 2021 Bond or a particular maturity purchased pursuant to the
initial public offering at the initial public offering price at which a substantial amount of the 2021
Bonds of that maturity is sold to the public accrues on a semiannual basis over the term of the
2021 Bond on the basis of a constant yield; and within each semiannual period accrues on a
ratable daily basis. The amount of original issue discount on a 2021 Bond accruing during each
period is added to the adjusted basis of such 2021 Bond, which will affect the amount of taxable
gain upon disposition (including sale, redemption or payment on maturity) of such 2021 Bond.
The Code includes certain provisions relating to the accrual of original issue discount in the case
of purchasers that purchase 2021 Bonds other than at the initial offering price. Bond Counsel is
not opining on the accounting for or consequence to a 2021 Bond purchaser of purchasing a 2021
Bond with original issue discount. Accordingly, persons considering the purchase of 2021 Bonds
with original issue discount should consult their own tax advisors with respect to the determination
of original issue discount on such 2021 Bonds for federal income tax purposes and with respect
to the state and local tax consequences of owning and disposing of such 2021 Bonds.

Information Reporting and Backup Withholding

Interest paid on the 2021 Bonds will be subject to information reporting in a manner similar
to interest paid on taxable obligations. Although such reporting requirement does not, in and of
itself, affect the excludability of such interest from gross income for federal income tax purposes,
such reporting requirement causes the payment of interest on the 2021 Bonds to be subject to
backup withholding if such interest is paid to beneficial owners who (a) are not “exempt recipients,”
and (b) either fail to provide certain identifying information (such as the beneficial owner’s
taxpayer identification number) in the required manner or have been identified by the IRS as
having failed to report all interest and dividends required to be shown on their income tax returns.
Generally, individuals are not exempt recipients, whereas corporations and certain other entities
are exempt recipients. Amounts withheld under the backup withholding rules from a payment to
a beneficial owner are allowed as a refund or credit against such beneficial owner’s federal income
tax liability so long as the required information is furnished to the IRS.

State Tax Exemption

In the further opinion of Bond Counsel, interest on the 2021 Bonds is exempt from personal
income taxes imposed by the State of California.

Future Developments

Existing law may change to reduce or eliminate the benefit to owners of the 2021 Bonds
of the exclusion of the interest on the 2021 Bonds from gross income for federal income tax
purposes or of the exemption of interest on the 2021 Bonds from State of California personal
income taxation. Any proposed legislation or administrative action, whether or not taken, could
also affect the value and marketability of the 2021 Bonds. Prospective purchasers of the 2021
Bonds should consult their own tax advisors with respect to any proposed or future change in tax
law.

A copy of the form of opinion of Bond Counsel relating to the 2021 Bonds is included in
APPENDIX D hereto.
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LITIGATION

To the knowledge of the City, there is no controversy or litigation of any nature now
pending or threatened restraining or enjoining the execution and delivery of the 2021 Bonds, the
Indenture or in any way contesting or affecting the validity of the 2021 Bonds or any proceedings
of the City taken with respect to the execution and delivery thereof.

APPROVAL OF LEGALITY

The 2021 Bonds are offered when, as and if issued and received by the Underwriter and
subject to the approval as to their legality by Norton Rose Fulbright US LLP, Los Angeles,
California, Bond Counsel. Certain legal matters will be passed upon for the City by the City
Attorney. Certain legal matters will be passed upon for the City by its Disclosure Counsel, Jones
Hall, A Professional Law Corporation, San Francisco, California and for the Underwriter by
Stradling Yocca Carlson & Rauth, a Professional Corporation, Newport Beach, California.

Payment of the fees and expenses of Bond Counsel, Disclosure Counsel, and
Underwriter’'s Counsel is contingent upon execution and delivery of the 2021 Bonds.

FINANCIAL STATEMENTS

CliftonLarsonAllen LLP, Certified Public Accountants (the “Auditor”), audited the financial
statements of the City’s Water and Electric Utility Enterprise Funds for the Fiscal Year ended June
30, 2020. The Auditor’'s examination was made in accordance with generally accepted auditing
standards and Governmental Auditing Standards, issued by the Comptroller General of the United
States. See “APPENDIX B — Audited Financial Statements of the City of Burbank Water and
Electric Utility Enterprise Funds for the Fiscal Year Ended June 30, 2020.”

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

RATING

S&P Global Ratings (“S&P”), is expected to assign the 2021 Bonds the long-term rating
of “AAA”.

The rating reflects only the views of S&P, and any explanation of the significance of such
rating may be obtained only from S&P. There is no assurance that the rating will remain in effect
for any given period of time or that it will not be revised downward or withdrawn entirely by S&P,
if, in their judgment, circumstances so warrant. The City undertakes no responsibility to oppose
any such revision or withdrawal. Any downward revision or withdrawal of the rating may have an
adverse effect on the market price of the 2021 Bonds.
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CONTINUING DISCLOSURE

The City will covenant for the benefit of owners of the 2021 Bonds to provide certain
financial information and operating data relating to the City by not later than 9 months after the
end of each fiscal year of the City (currently June 30th), commencing with the report for the
2020-21 Fiscal Year (the “Annual Report”), and to provide notices of the occurrence of certain
enumerated events. Such reports are required to be filed with the Municipal Securities
Rulemaking Board through its Electronic Municipal Market Access system (‘EMMA”). The specific
nature of the information to be contained in the Annual Report or the notices of enumerated events
is described in “APPENDIX E — Form of Continuing Disclosure Agreement,” attached to this
Official Statement. These covenants have been made in order to assist the underwriter of the
2021 Bonds in complying with Securities and Exchange Commission Rule 15¢2-12.

The City has entered into a number of continuing disclosure undertakings in connection
with City obligations, including obligations payable from the City’s General Fund, as well as
obligations payable from the revenues relating to the Water System and the City’s electric utility.
During the past five years, the City has prepared continuing disclosure reports pursuant to these
undertakings.

Within the past five years, the City and certain of its related entities have failed to comply
in certain respects with continuing disclosure obligations related to outstanding indebtedness, by
(i) making some filings 1-6 days late, (ii) failing to provide timely notice of a rating upgrade relating
to a series of BWP’s electric revenue bonds, which notice was provided 28 days after such rating
upgrade, (iii) failing to provide timely notice of a rating upgrade relating to a series of the
Successor Agency to the Redevelopment Agency of the City of Burbank’s tax allocation bonds,
which notice was provided 109 days after such rating upgrade, and (iv) with respect to two series
of water revenue and electric revenue bonds, failing to file audited financial statements for Fiscal
Year 2017-18 when available, although unaudited financial statements were timely filed and the
audited financial statements have since been filed.

The City has adopted a disclosure policy intended to assure future compliance with the
City’s continuing disclosure requirements.

MUNICIPAL ADVISOR

PFM Financial Advisors LLC (the “Municipal Advisor”) has assisted the City with various
matters relating to the planning, structuring and delivery of the 2021 Bonds. The Municipal Advisor
is a financial advisory firm and is not engaged in the business of underwriting or distributing
municipal securities or other public securities. The Municipal Advisor assumes no responsibility
for the accuracy, completeness or fairness of this Official Statement. The Municipal Advisor will
receive compensation from the City contingent upon the sale and delivery of the 2021 Bonds.

UNDERWRITING

The 2021 Bonds are being purchased by J.P. Morgan Securities LLC (the “Underwriter”),
at a purchase price of $29,817,597.46 (which represents the aggregate principal amount of the
2021 Bonds ($24,825,000.00), plus an original issue premium of $5,047,773.50, less an
Underwriter's discount of $55,176.04).
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The purchase agreement relating to the 2021 Bonds provides that the Underwriter will
purchase all of the 2021 Bonds, if any are purchased, the obligation to make such purchase being
subject to certain terms and conditions set forth in such purchase agreement.

The Underwriter may offer and sell the 2021 Bonds to certain dealers and others at prices
lower than the offering prices stated on the inside cover page hereof. The offering prices may be
changed from time to time by the Underwriter.

J.P. Morgan Securities LLC (“JPMS”), the Underwriter of the 2021 Bonds, has entered
into negotiated dealer agreements (each, a “Dealer Agreement”) with each of Charles Schwab
& Co., Inc. (“CS&Co.”) and LPL Financial LLC (“LPL”) for the retail distribution of certain securities
offerings at the original issue prices. Pursuant to each Dealer Agreement (if applicable to this
transaction), each of CS&Co. and LPL will purchase 2021 Bonds from JPMS at the original issue
price less a negotiated portion of the selling concession applicable to any 2021 Bonds that such
firm sells.

CERTAIN RELATIONSHIPS

The Underwriter and its affiliates are full service financial institutions engaged in various
activities, which may include securities trading, commercial and investment banking, financial
advisory, investment management, principal investment, hedging, financing and brokerage
activities. The Underwriter and its affiliates have, from time to time, performed, and may in the
future perform, various investment banking services for the City, for which they received or will
receive customary fees and expenses.

In the ordinary course of their various business activities, the Underwriter and its affiliates
may make or hold a broad array of investments and actively trade debt and equity securities (or
related derivative securities) and financial instruments (which may include bank loans and/or
credit default swaps) for their own account and for the accounts of their customers and may at
any time hold long and short positions in such securities and instruments. Such investment and
securities activities may involve securities and instruments of the City. The Underwriter and its
affiliates may also communicate independent investment recommendations, market advice or
trading ideas and/or publish or express independent research views in respect of such assets,
securities or instruments and may at any time hold, or recommend to clients that they should
acquire, long and/or short positions in such assets, securities and instruments.
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EXECUTION AND DELIVERY

The execution and delivery of this Official Statement have been authorized by the City
Council of the City.

CITY OF BURBANK

By : /s/ Bob Liu
Bob Liu
Chief Financial Officer,
Burbank Water and Power
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APPENDIX A

GENERAL INFORMATION ABOUT THE CITY OF BURBANK
AND LOS ANGELES COUNTY

The following information concerning the City of Burbank (the “City”) and Los Angeles
County (the “County”) are included only for the purpose of supplying general information
regarding the community. The 2021 Bonds are not a debt of the City, the County, the State of
California (the “State”) or any of its political subdivisions, and neither the City, the County, the
State nor any of its political subdivisions is liable therefor, except the City to the limited extent set
forth in the Indenture.

General

The City. On July 8, 1911, Burbank was incorporated as a city. Today, Burbank ranks as
the fifteenth-largest city in Los Angeles County, with a population of over 104,000 residents.
Presently, Burbank maintains its long standing relationship with Warner Bros. and Disney and is
now home to hundreds of media and related support companies such as ABC, Cartoon-Network
Studios, Nickelodeon Animation, Yahoo!, Clear Channel, and other post production, film
processing, special effects, equipment rental and related businesses. As such, Burbank is
referred to as the “Media Capital of the World.”

The County. Located along the southern coast of California, Los Angeles County covers
about 4,080 square miles. It measures approximately 75 miles from north to south and 70 miles
from east to west. The county includes Santa Catalina and San Clemente Islands and is bordered
by the Pacific Ocean and Ventura, San Bernardino and Orange Counties.

Almost half of the county is mountainous and some 14% is a coastal plain known as the
Los Angeles Basin. The low Santa Monica mountains and Hollywood Hills run east and west and
form the northern boundary of the Basin and the southern boundary of the San Fernando Valley.
The San Fernando Valley terminates at the base of the San Gabriel Mountains whose highest
peak is over 10,000 feet. Beyond this mountain range the rest of the county is a semi-dry plateau,
the beginning of the vast Mojave Desert.

According to the Los Angeles County Regional Planning Commission, the 86 incorporated
cities in the county covered about 1,344 square miles or 27% of the total county. Approximately
16% of the land in the county was devoted to residential use and over two thirds of the land was
open space and vacant.



Population

Population figures for the City, the County and the State for the last five years are shown
in the following table.

CITY OF BURBANK, LOS ANGELES COUNTY AND THE STATE OF CALIFORNIA
Population Estimates
Calendar Years 2017 through 2021, as of January 1

Calendar City of Los Angeles State of
Year Burbank County California
2017 105,244 10,181,162 39,352,398
2018 104,919 10,192,593 39,519,535
2019 104,338 10,163,139 39,605,361
2020 104,535 10,135,614 39,648,938
2021 103,969 10,044,459 39,466,855

Source: State Department of Finance estimates.



Employment and Industry

The City is included in the Los Angeles-Long Beach-Glendale MD, which includes all of
Los Angeles County. The seasonally adjusted unemployment rate in the County decreased over
the month to 10.6% in June 2021, from a revised 10.7% in May 2021, and was below the rate of
17.9% one year ago. Civilian employment decreased by 10,000 to 4,569,000 in June 2021, while
unemployment decreased by 5,000 to 542,000. The civilian labor force increased by 5,000 over
the month to 5,111,000 in June 2021. (All of the above figures are seasonally adjusted.) The
unadjusted unemployment rate for the County was 10.5% in June 2021.

The California seasonally adjusted unemployment rate was 7.7% in June 2021, 7.7% in
May 2021, and 14.1% a year ago in June 2020. The comparable estimates for the nation were
5.9% in June 2021, 5.8% in May 2021, and 11.1% a year ago.

The table below lists employment by industry group for the County for the past five years
for which data is available. These figures are county-wide statistics and may not necessarily
accurately reflect employment trends in the City.

LOS ANGELES-LONG BEACH-GLENDALE MD
(Los Angeles County)
Annual Average Labor Force and Employment by Industry
Calendar Years 2016 through 2020
(March 2020 Benchmark)

2016 2017 2018 2019 2020

Civilian Labor Force(" 5,018,900 5,088,900 5,094,300 5,122,800 4,921,500
Employment 4,751,200 4,843,700 4,857,300 4,888,600 4,291,700
Unemployment 267,700 245,200 237,000 234,300 629,800
Unemployment Rate 5.3% 4.8% 4.7% 4.6% 12.8%
Wage and Salary Employment: ()

Agriculture 5,300 5,700 4,600 4,400 4,400
Mining and Logging 2,400 2,000 1,900 1,900 1,700
Construction 134,000 138,700 146,300 149,800 145,500
Manufacturing 362,000 350,400 342,600 340,700 313,800
Wholesale Trade 222,100 221,500 223,200 220,500 200,100
Retail Trade 424,600 426,100 424,800 417,900 378,600
Trans., Warehousing, Utilities 188,900 198,200 203,600 213,000 208,600
Information 229,400 214,900 216,400 217,900 185,800
Financial and Insurance 138,100 137,500 136,500 135,200 131,500
Real Estate, Rental & Leasing 81,700 84,100 86,700 88,200 80,100
Professional and Business Services 603,000 612,100 630,400 643,900 593,300
Educational and Health Services 769,900 797,400 817,900 839,900 820,900
Leisure and Hospitality 510,000 524,600 536,500 547,200 394,400
Other Services 153,300 155,700 158,800 158,400 127,000
Federal Government 47,700 48,000 47,300 47,300 50,200
State Government 89,900 92,500 91,700 86,500 85,200
Local Government 439,100 445,600 451,600 453,000 430,300
Total All Industries ® 4,401,400 4,454,900 4,520,700 4,565,800 4,151,000

(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.

Source: State of California Employment Development Department.



Largest Employers

The following table lists the principal employers within the City, by number of employees,
as of June 30, 2020.

CITY OF BURBANK
Principal Employers
As of June 30, 2020

Employer Name Number of Employees
Warner Bros. Entertainment 4,378
The Walt Disney Company 4,008
Providence St. Joseph's Hospital 2,850
Bob Hope Airport 2,850
Burbank Unified School District 1,170
ABC, Inc. 1,495
Deluxe Shared Services 1,459
City of Burbank 1,459
ABC Inc 1,180
Entertainment Partners 796
Nickelodeon Animation 602

Source: City of Burbank Comprehensive Financial Report for fiscal year ended June 30, 2020.
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Commercial Activity

A summary of historic taxable sales within the City during the past five years in which data
is available is shown in the following table. Total taxable sales during the first quarter of calendar
year 2021 in the City were reported to be $614,490,793, a 10.13% decrease over the total taxable
sales of $683,787,349 reported during the first quarter of calendar year 2020.

CITY OF BURBANK
Taxable Transactions
(Dollars in Thousands)

Retail Stores Total Outlets
Retail Permits Taxable Total Permits on Taxable

Year on July 1 Transactions July 1 Transactions
2016 2,552 $2,206,373 4,452 $2,824,714
2017 2,555 2,341,218 4,496 2,971,228
2018 2,475 2,442,230 4,585 3,138,670
2019 2,510 2,501,428 4,711 3,418,274
2020 2,737 1,922,685 5,115 2,402,773

Source: State Department of Tax and Fee Administration.

Effective Buying Income

“Effective Buying Income” is defined as personal income less personal tax and nontax
payments, a number often referred to as “disposable” or “after-tax” income. Personal income is
the aggregate of wages and salaries, other labor-related income (such as employer contributions
to private pension funds), proprietor’'s income, rental income (which includes imputed rental
income of owner-occupants of non-farm dwellings), dividends paid by corporations, interest
income from all sources, and transfer payments (such as pensions and welfare assistance).
Deducted from this total are personal taxes (federal, state and local), nontax payments (fines,
fees, penalties, etc.) and personal contributions to social insurance. According to U.S.
government definitions, the resultant figure is commonly known as “disposable personal income.”

The following table summarizes the median household effective buying income for the
City, the County, the State and the United States for the period 2017 through 2021.

CITY OF BURBANK AND LOS ANGELES COUNTY
Median Household Effective Buying Income
2017 through 2021

2017 2018 2019 2020 2021
City of Burbank $58,339 $63,059 $64,473 $66,599 $68,289
Los Angeles County 54,720 56,831 56,831 60,174 62,353
California 59,646 62,637 62,637 65,870 67,956
United States 50,735 52,841 52,841 55,303 56,790

Source: The Nielsen Company (US), Inc for years 2017 and 2018; Claritas, LLC for 2019 through 2021.



Building Activity

The tables below summarize building activity in the City and the County for the past five
available years.

CITY OF BURBANK
Building Permit Activity
For Calendar Years 2016 through 2020

(Dollars in Thousands) 2014 2015 2016 2017 2018
Permit Valuation
New Single-family $5,092.6 $3,743.2 $5,256.2 $7,409.5 $9,502.7
New Multi-family 58,188.0 1,650.0 714.6 250.0 431.6
Res. Alterations/Additions 26,595.0 28,104.4 10,672.7 17,654.4 15,220.3
Total Residential 89,875.6 33,497.6 16,643.5 25,313.9 25,154.6
New Commercial 11,261.0 685.0 53,478.1 229,894.8 134,044.0
New Industrial 0.0 0.0 0.0 0.0 0.0
New Other 6,880.9 4,268.4 813.7 1,438.8 4,784.1
Com. Alterations/Additions 86,666.3 43,955.0 21,582.8 34,420.3 38,902.4
Total Nonresidential 104,808.2 48,908.4 75,874.6 265,753.9 177,730.5
New Dwelling Units
Single Family 15 17 38 54 93
Multiple Family 251 0 6 2 2
TOTAL 266 17 44 56 95

Source: Construction Industry Research Board, Building Permit Summary.



APPENDIX B

AUDITED FINANCIAL STATEMENTS OF THE CITY OF BURBANK WATER AND ELECTRIC
UTILITY ENTERPRISE FUND FOR THE FISCAL YEAR ENDED JUNE 30, 2020
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CLA (CliftonLarsonAllen LLP)
2875 Michelle Drive

Suite 300

Irvine, CA 92606

714-978-1300 | fax 714-978-7893
CLAconnect.com

INDEPENDENT AUDITORS’ REPORT

City Council Members
City of Burbank
Burbank, California

Report on the Financial Statements

We have audited the accompanying financial statements of the Electric and Water Utility Enterprise Funds of the City of Burbank (the City), as of and
for the year ended June 30, 2020, and the related notes to the financial statements, as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with accounting principles generally
accepted in the United States of America; this includes the design, implementation, and maintenance of internal control relevant to the preparation and
fair presentation of financial statements that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our audit in accordance with auditing standards
generally accepted in the United States of America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the basic financial statements. The procedures
selected depend on the auditors’ judgment, including the assessment of the risks of material misstatement of the financial statements, whether due to
fraud or error. In making those risk assessments, the auditors consider internal control relevant to the City’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the City’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of significant accounting estimates made by management, as well as evaluating the overall presentation of the
financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinions.
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Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial position of the Electric and Water
Utility Enterprise Funds of the City of Burbank, as of June 30, 2020, and the respective changes in financial position and cash flows thereof for the year
then ended in accordance with accounting principles generally accepted in the United States of America.

Emphasis of Matters

As discussed in Note 1(C), the financial statements present only the Electric and Water Utility Enterprise Funds and do not purport to, and do not,
present fairly the financial position of the City of Burbank as of June 30, 2020, the changes in its financial position, or, where applicable, its cash flows
for the year then ended in accordance with accounting principles generally accepted in the United States of America. Our opinions are not modified with
respect to this matter.

Other Matters
Partial Comparative Information

The financial statements include partial year comparative information. Such information does not include all of the information required to constitute a
presentation in accordance with accounting principles generally accepted in the United States of America. Accordingly, such information should be read
in conjunction with the City’s financial statement for the year ended June 30, 2019 from which such partial information was derived.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s discussion and analysis, the schedule of net
pension liability and related ratios of the defined benefit plans and the schedule of contributions of the defined benefit plans, the schedule of net OPEB
liability and related ratios — PEMHCA Plan, the schedule of changes in net OPEB liability and related ratios — URMT Plan and the schedule of Plan
contributions — OPEB, identified as Required Supplementary Information (RSI) in the accompanying table of contents, be presented to supplement the
basic financial statements. Such information, although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board, who considers it to be an essential part of financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. We have applied certain limited procedures to the RSI in accordance with auditing standards generally accepted in the
United States of America, which consisted of inquiries of management about the methods of preparing the information and comparing the information
for consistency with management’s responses to our inquiries, the basic financial statements, and other knowledge we obtained during the audit of the
basic financial statements. We do not express an opinion or provide any assurance on the information because the limited procedures do not provide us
with sufficient evidence to express an opinion or provide any assurance.



Other Matters (Continued)

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements. The introductory section and supplemental information are
presented for purposes of additional analysis and are not a required part of the basic financial statements. The introductory and supplemental information
have not been subjected to the auditing procedures applied in the audit of the basic financial statements and, accordingly, we do not express an opinion or

provide any assurance on them.

CliftonLarsonAllen LLP

Irvine, California
November 10, 2020



CITY OF BURBANK * ELECTRIC AND WATER UTILITY FUNDS * MANAGEMENT DISCUSSION AND ANALYSIS
FISCAL YEAR ENDED JUNE 30, 2020

The management of the City of Burbank’s (City) Electric and Water
Utility Enterprise Funds (Management) offers the following
financial highlights and overview of factors that had a material
effect on the financial condition and results of operations for the
fiscal year ended June 30, 2020 (the fiscal year). Management
encourages readers to utilize the information in the Management
Discussion and Analysis (MD&A) in conjunction with the
accompanying basic financial statements and notes. All amounts,
unless otherwise indicated, are expressed in thousands of dollars.
Totals may not foot due to rounding.

Overview of the Basic Financial Statements

The MD&A is intended to serve as an introduction to the Electric
and Water Utility Enterprise Funds’ (Utility) basic financial
statements and to provide an objective and easily understood
analysis of the financial activities based on currently known facts,
decisions, and conditions. For comparative purposes, this analysis
includes the financial statements of the Utility for the two most
recent fiscal years.

Management has elected to provide highlights to the basic financial
statements as well as vital statistics and other relevant information
concerning the Utility. Included as part of the financial statements
are the following statements and notes:

The Statement of Net Position presents information on the
Utility’s assets and deferred outflows of resources, and
liabilities and deferred inflows of resources, with the
difference reported as total net position.

The Statement of Revenues, Expenses, and Changes in Fund Net
Position presents information on how the Utility’s net
position changed during the two most recent fiscal years.
Financial results are recorded using the accrual basis of
accounting. Under this method, all changes in net

position are reported as soon as the underlying p®B4s,

=)

events occur, regardless of the timing of cash flows.
Thus, revenues and expenses reported in this

c\TY op

statement for some items may affect cash flows in future
fiscal periods (examples include billed but uncollected
revenues and employee earned but unused vacation leave).

The Statement of Cash Flows reports cash receipts, cash
payments, and net changes in cash from operations, non-
capital financing, capital and related financing and investing
activities.

The Notes to the basic financial statements provide additional
information that is essential for a full understanding of the
data provided in these financial statements.

Electric Utility Fund

Electric Utility Fund highlights:

For the fiscal year, the Electric Utility’s availability rate was
99.998%. The system average interruption was only 8.58
minutes per customer served. A low frequency of outages
helped minimize the system average outage duration. The
Burbank outage frequency rate was approximately 0.38
outages per customer served every year.

The Electric Utility continues to maintain electric rate
increases below the rate of inflation and Burbank’s electric
rates are amongst some of the lowest in the region. The City
Council approved a 1% electric rate increase effective July 1,
2019.

For the fiscal year, the Electric Utility’s renewable energy
resources made up 33.6% of its total retail sales. The Electric
Utility is on track to meet the Renewables Portfolio Standard
(RPS) of 33% for calendar year 2020.

Total net position was higher by $3,573, or 1.3%, compared to
the prior fiscal year due to favorable operating results.

WATER AND



CITY OF BURBANK * ELECTRIC AND WATER UTILITY FUNDS * MANAGEMENT DISCUSSION AND ANALYSIS
FISCAL YEAR ENDED JUNE 30, 2020

In May 2020, Moody’s Investors Service affirmed Burbank
CA Combined Utility Enterprise’s ‘Aa3’ rating.

On June 1, 2020, the Electric Utility opted for an early
redemption of the 2010A Electric Bonds to take advantage
of interest rate savings. The Electric Utility paid $10,090
from cash reserves for the full redemption of the 2010A
Electric Revenue Bonds.

INTENTIONALLY LEFT BLANK
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Financial Analysis

Schedule of Revenues, Expenses, and Changes in Fund Net Position (§ in thousands)

2020 2019 Incr. (Decr.)
Retail sales (in MWh) 1019371 1.060.549 (41.178)
Operating revenues:
Retail $ 158024 $ 162386 S (4362)
Wholesale 15442 21,791 (6349)
Intergovernmental 94 X -
Other revenues 7,180 8,410 (1.230)
Total operating revenues 180,740 192,681 (11,940)
Operatig expenses:
Power supply and fuel— retail 95,650 97.292 (L642)
Pwchased power and fuel — wholesale 14,126 20,273 (6,147)
Transmission expense 13,544 13,986 (442)
Distribution expense 12,535 10,739 L7%
Other operating expenses 24712 24,167 545
Depreciation 20,162 18281 1881
Total operating expenses 180,729 184,737 (4,008)
Operating income 11 7,943 (7.932)
Nonoperating ncome (expenses):
Interest mcome 3,330 4,205 (875)
Interest expense (4.07D) (4.319) 247
Gain (loss) on disposal of capital assets 118 12 3
Other mcome (expenses), net (1.816) 1223 (3.040)
Total nonoperating income (expenses) (2439 1231 (3.670)
Income before contributions (2.428) 9174 (1L.602)
Capital contributions and transfers:
Capital c ontributions 6,361 8,180 (1.820)
Transfers from the City 1 - 1
Transfers to the City (358) - (358)
Total capital contributions and transfers 6,004 8,180 (2177)
Change m net position 3,573 17.354 (13,780)
Net position, beginning of year 282913 265,559 17354
Net position, end of year $ 286,486 $282,913 $ 3,573
WATER AND
POWER



CITY OF BURBANK * ELECTRIC AND WATER UTILITY FUNDS * MANAGEMENT DISCUSSION AND ANALYSIS
FISCAL YEAR ENDED JUNE 30, 2020

Retail (primarily sales to residential and commercial customers) and
wholesale revenues were the primary revenue sources for the
Electric Utility. These revenues made up 96.0% of the Electric
Utility’s operating revenues. Retail energy sales decreased by
41,178 MWh, or 3.9%, compared to the prior fiscal year primarily
attributable to the closing of businesses within Burbank due to the
“Safer at home” order issued by Los Angeles County officials and
California Governor Newsom on March 19, 2020. Retail revenues
were lower by $4,362, or 2.7%, resulting from lower demand.

Wholesale trading opportunities exist because the Electric Utility
is able to market excess capacity, energy, and transmission.
Wholesale margins of $1,316 contributed to the Electric Utility’s
financial performance by increasing the Electric Utility’s Operating
income. Wholesale margins were $1,518 in the prior fiscal year. The
decrease in wholesale margin is attributable to excess generation
throughout the state, low energy prices for part of the year coupled
with lower demand due to milder temperatures in the region.

Other revenues consist of ONE Burbank revenues, transmission,
telecommunications, and other miscellaneous revenues. These
revenues were $1,230, or 14.6%, lower than the prior fiscal year
due to lower revenues from ONE Burbank, Low Carbon Fuel
Standard (LCFS) Credits and Home Improvement Program. ONE
Burbank is a fiber optic-based infrastructure program that includes
dark fiber, carrier-class internet, and high-speed managed services
for local Burbank businesses. During the fiscal year, the Electric
Utility added thirty-one new ONE Burbank services, including
nineteen new ONE Burbank customers. ONE Burbank generated
revenues of $3,800 this fiscal year, compared to $3,984 the prior
fiscal year. Sale proceeds from LCFS were also lower since the prior
year included a prior period adjustment to the revenues. The
California Air Resources Board initiated a program, LCFS Credits,
to reduce carbon intensity in transportation fuels as compared to
conventional petroleum fuels, such as gasoline and diesel.

The Electric Utility, on behalf of the City of Burbank, o844,

Electric Utility generates credits in two primary ways: providing
electricity to residents through home electric vehicles (EV) charging
and actual metered usage from workplace and public EV chargers.
Participation decline in the Home Improvement Program, a joint
sponsorship program, between the City and Southern California Gas
Company (the Gas Company) has also resulted in lower
reimbursement revenues from the Gas Company.

Retail power supply and fuel expenses were $1,642, or 1.7%, lower
than the prior fiscal year primarily because of lower retail demand
and lower operations and maintenance expenses, offset by an
increase in renewable resources and lower true up credits than the
prior fiscal year.

Distribution expenses were $1,796, or 16.7%, higher than the prior
fiscal year primarily as a result of higher professional service
expenses and lower amount of capital work performed than the prior
year. Lower amount of capital work was attributable to lower
resource availability as a result of the “Safer at home” order, thereby
resulting in higher operations and maintenance expenses.

Depreciation expense is computed on the straight-line method over
the estimated useful lives of the assets. For the fiscal year,
depreciation expense was higher by $1,881, or 10.3%, primarily as a
result of placing the Ontario Distribution Station in service.

Interest income was $875, or 20.8% lower. Prior year interest
income included a significant increase in market value adjustment of
investment holdings per GASB Statement No. 31, “Accounting and
Financial Reporting for Certain Investments and for External
Investment Pools”. Interest income was also slightly lower due to
lower cash balance, as compared to prior fiscal year.

Other expenses were $3,040, or 248.4%, higher primarily as a result
of unfunded pension liability pre-payment. In line with City of
Burbank’s pension prepayment plan, this fiscal year was the
first year of the multi-year funding plan to reduce future

MY o,

opted iinto the LCFS program in 2015, and began . B8 ) JEWERANE pension obligations. Additional information can be found in
accumulating credits in the first quarter of 2016. The Note 15 to the basic financial statements.
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CITY OF BURBANK * ELECTRIC AND WATER UTILITY FUNDS * MANAGEMENT DISCUSSION AND ANALYSIS
FISCAL YEAR ENDED JUNE 30, 2020

As of June 30, 2020, the Electric Utility had $54,900 in

Schedule of Net Position ($ in thousands)

outstanding revenue bonds. The bonds were issued for 2020 2019 Incr. (Decr:)
) . Assets
modernization, replacement and upgrades of the electric system, sse
leps .. . Current and regulatory assets $ 125852 $ 140297 $ (14.444)
general plant, and other facilities (see Debt Administration). The Noncurrent and regulatory assefs 3 5 (39)
Electric Utility paid $4,071 in interest expense, compared to Capital assets, net of accunmlated depreciation 310,807 306,506 4301
$4,319 in the prior fiscal year. Total assets 436,662 446,845 (10,183)
Capital contributions were $1,820, or 22.2%, lower compared to Defe1red outflows ofresources
H : : H : Deferred outflows of resources 14,913 15285 (373)
the prlor.ﬁscal year. The prior ﬁ§cal year mc;luded higher capital Total deforred outflons of resources 11513 15285 o73)
contribution for the Ontario Distribution Station.
. . , . Liabilities
The Electric Utility Fund’s net position as of June 30, 2020 and Current fiabilities 20,535 23580 (3.045)
June 30,2019 were as follows: Noncurrent and regulatory labilities 138,199 149497 (11.298)
Total liabilities 158,734 173,077 (14,342)
Deferred inflows of resources
i Deferred inflows of resources 6.354 6.141 214
Operating Revenues Operating Expenses Total deferred inflows of resources 6,354 6,141 214
_ roe oy Net position
s 52.92% Net investment in capital assets 258,563 230,655 27.908
Restricted for debt service 2,511 5.896 (3.386)
Do acns Unrestricted 25412 16362 (20.949)
Total net position $286,486 S282913 S 3,573

Power Supply
- Whelesale
7.82%
Transmission
7.49%

Other General _—

Distribution
6.94%

B
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Changes in total net position may serve as useful indicators of the
Electric Utility Fund’s financial strength over time.

The highlight of changes in the Schedule of Net Position are decreases
in the Current and regulatory assets and Current liabilities. The
primary drivers of the decrease in the Current and regulatory assets
by $14,444 during the fiscal year are the payment of $10,090 for full
redemption of the 2010A Electric Bonds and a $2,500 loan to the
Water Utility Fund. The corresponding Noncurrent and regulatory
liabilities decreased by the amount paid for the full redemption of the
2010A Electric Bonds. The increase in Capital assets is due to new

capital investment, net of depreciation and retirement during

the fiscal year. Information regarding the decrease in the

elTY oy

B r:.ﬂ,iimb deferred outflow of resources is explained in Note 16 to the
basic financial statements.
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Total net position was higher by $3,573, or 1.3%, compared to the
prior fiscal year due to favorable operating results (see Schedule of
Revenues, Expenses, and Changes in Fund Net Position). A
significant portion of the Electric Utility’s total net position was in
net investment in capital assets of $258,563, or 90.3%, of total net
position (see Capital Assets). The restricted net position of $2,511,
or 0.9%, was debt reserve requirements related to the Electric
Revenue bonds (see Debt Administration). The unrestricted net
position of $25,412, or 8.9%, of total net position were funds
available for future capital investments and maintenance activities.

Capital Assets

As of June 30, 2020, the largest portion of the Electric Utility Fund’s
total assets, $310,807, or 71.2%, was invested in capital assets. The
Electric Utility invested $24,463 in the acquisition and construction
of capital assets funded from cash reserves and Aid-in-
Construction (AIC) funds. The majority of these investments were
for expansion and replacement of the distribution system. These
investments have resulted in improved efficiency and reliability of
the Electric Utility.

The Electric Utility, in alignment with the Electric Distribution
Master Plan, continued making strategic capital investments during
the fiscal year to improve the robustness and reliability of the
electric system. Some of the projects highlighted below include 4
kV to 12 kV conversions, cable installations, and the procurement
of a mobile substation.

Converting 4 kV load to 12 kV is a capital investment strategy that
helps BWP to manage its aging infrastructure by upgrading old 4 kV
distribution equipment to new 12 kV standards and retiring old 4
kV substations, thereby enhancing system reliability and reducing
long term costs. In addition, 12 kV conversions also improve grid
efficiency by transmitting electricity at a higher operating voltage
which significantly reduces power losses and translates to

. ORBAY,
cost reduction.
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The Electric Utility also increased the resiliency of its electric system
through installation of distribution cable from its new Ontario
substation and procurement of its mobile substation which was
delivered in November 2019. In April 2020, due to an unexpected
transformer failure which led to a complete substation outage, the
Electric Utility quickly restored power to all customers within about
3 hours, which is an incredible feat for this type of system outage.
Along with the ingenuity and steadfastness of its field crews and
system operators, recent capital investments including the Ontario
Substation completed in 2019 and installation of distribution circuit
ties from the new station made it possible to minimize the outage by
shifting electrical load to circuits from other substations. In addition,
the Electric Utility deployed its new mobile substation before higher
electrical loads in the summer arrived, reducing electrical stress on
the remaining substation transformer and providing a fully
redundant backup for the substation.

The City of Burbank, Public Works Department (PWD) owns and
operates the Burbank Landfill Site Number 3 (Landfill). BWP has an
interoffice agreement with PWD that allows BWP to utilize the gas
generated at the Landfill exclusively for beneficial use or flaring. BWP
installed microturbines to generate electric power from Landfill Gas
(LFG) at the Landfill. BWP owned and maintained the microturbine
system until 2014 when the microturbines reached their end of life.
BWP subsequently performed a study and it was determined that
renewable energy generation with modern microturbines would be
the best alternative. The Landfill Generator upgrade project adds
800 kW of production capacity. The project enhances the City’s
environmental stewardship by reestablishing successful electrical
generation from the LFG that is produced and collected at the
Landfill. The microturbines and gas conditioning skid are fully
operational and generating power for the Burbank Electrical System
as of February 2020. The total project cost was $3,670.

Some of the major capital investments for the fiscal year
include:

% )\ WATER AND
b POWER
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(8 in thousands)

Build New Customer Transformer Stations, 750 kVA & Under S 4,302
4kV to 12kV Conversions 3,661
Overhead/Underground Distribution L ines 2470
Landfill Generator Upgrade 2,176
Pacific Northwest DC Intertie 2,116
Distribution Substation Transformer Backup & Mobile Substation 2,097
Ontario Distributing Station 890
Golden State substation Transformer Replacement 620
Energy Control Center Renovation/R ebuild 562
Service Replacements 548
69 kV and 34.5 kV Line Replacements 512
Enterprise Data and Information Architecture Implementation 457
ONE Burbank Network Infrastructure Expansion 379
Electric Substations Equipment Replacement 372
Electric Vehicle Charging Program 365
Total $ 21,528

The results of maintenance and pro-active capital investments are
reflected in the exceptional system-wide reliability statistics. For
the fiscal year, the Electric Utility’s availability rate was 99.998%, or
in other words the average Burbank resident could expect to
experience only one electric service outage of just 15.6 minutes
every 2.6 years. The system average interruption was only 8.58
minutes per customer. A low frequency of outages helped minimize
the system average outage duration. The Burbank outage
frequency rate was approximately 0.38 outages per customer every
year.

The American Public Power Association’s Reliable Public Power
Provider (RP3) program recognizes utilities that demonstrate high
proficiency in reliability, safety, workforce development, and
system improvement. In 2018, Burbank Water and Power was
designated a Diamond Level utility, the highest RP3 designation.
The RP3 application is carefully evaluated every three years to
ensure that the criteria is relevant, thorough and is keeping up with
industry trends and best practices.

QRPN

Debt Administration

As of June 30, 2020, the Electric Utility had $54,900 in outstanding
revenue bonds, of which $1,090 will be due within a year. During the
fiscal year, the Electric Utility opted for an early redemption of the
2010A Electric Bonds to take advantage of interest rate savings. In
2010, the City of Burbank issued the 2010A Electric Revenue Bonds
with an early redemption option for bonds maturing after June 2020
on or after June 1, 2020. During the fiscal year, the Electric Utility
fully redeemed the outstanding balance of the 2010A Electric
Revenue Bonds in addition to the annual principal due of $4,485.
These bonds were issued for modernization, replacement and
upgrades of the electric system, general plant, and other facilities.

In May 2020, Moody’s Investors Service affirmed Burbank CA
Combined Utility Enterprise’s ‘Aa3’ rating. This rating action
considers BWP's relatively small service territory, low debt levels, a
history of effective wildfire mitigation and prevention programs, and
a strong liquidity profile which reduces concerns around the utility's
potential contingent liabilities related to wildfire and inverse
condemnation risk. The rating action also acknowledges positive
credit factors including BWP's historically sound financial
performance, strong socioeconomic measures within its service
territory and the Burbank City Council's demonstrated willingness to
raise rates when needed. Additional information on long term debt
can be found in Note 9 to the basic financial statements.

Environmental, Supply. and Economic Factors

During the fiscal year, the City received renewable energy from a
new renewable resource Burbank’s Landfill in addition to the existing
resources from the Copper Mountain Solar 3 Project in Nevada,
biomethane gas, wind and landfill gas as a result of the Morgan
Stanley Exchange, Pebble Springs Wind in Oregon , Don A. Campbell
Geothermal Project in Nevada, Milford Wind | in Utah, Tieton

Hydropower in Washington, Iberdrola Wind in Wyoming,

Additional information on capital assets can be found in
Note 7 to the basic financial statements.

c\TY op

s \ waTer AND Ameresco Chiquita Landfill in California, Burbank customer
e) POWER solar, Burbank’s solar demonstration project, and Burbank’s
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Valley Pumping Station.

The Electric Utility’s renewable projects for the fiscal year were as
follows:

Enerey
Plant Burbank's _ . .> % Total

Projects Source of Energy  County, State In;::lce Capacity Capacity ]l(:c‘enl\‘e: Retail
MW MW FYAleZO Sales
Copper Mountain Solar 3 Solar Clark County, Nevada May 2014 250.000 40.000 99,970 9.8%
Biomethane gas Biomethane Jun 2011 68,721 6.7%
Morgan Stanley Exchange Wind & Landfill Gas Apr 2012 55,949 5.5%
Pebble Springs Wind Wind Gilliam County, Oregon Feb 2009 98.700 10.000 24717 24%
Don A. Campbell Geothermal Geothermal Mineral County, Nevada Dec 2013 25.000 3.845 20,237 2.0%
Milford Wind I Wind Beaver and M illard Counties, Utah Nov 2009  200.000 10.000 19417 1.9%
Tieton Hydropower Hydro Yakima County, Washington Mar 2009 13.600 6.800 17,689 17%
Renewable Certificate ‘Wind & Biomass N/A N/A N/A N/A 12,500 12%
Iberdrola Wind Wind Uinta County, Wy oming Jul 2006 144.000 4997 12,205 12%
Ameresco Chiquita Landfill ~ Landfill Gas Los Angeles County, California Nov 2010 10.000 1.667 7,249 0.7%
Customer Solar Solar Los Angeles County, California Ongoing 1.500 1.500 2,391 0.2%
Burbank Landfill Landfill Gas Los Angeles County, California Feb 2020 0.800 0.800 1,112 0.1%
Solar Demo Solar Los Angeles County, California 1998 0.500 0.500 262 0.0%
Micro Hydro Hydro Los Angeles County, California 2002 0.450 0450 271 0.0%

Total

342,690  33.6%

The Burbank City Council approved to reduce Burbank’s
participation in the renewal of the Intermountain Power Project
from 35 megawatts (MW) to 28 MW (a 20% reduction) on July 23,
2019.

Negotiations with Los Angeles Department of Water and Power
(LADWP), for several existing long-term Transmission Service
Agreements, including those associated with Hoover Dam and IPP
generation resources are ongoing. A one-year extension of the
existing Hoover Transmission Service Agreement was approved by
Burbank City Council on April 28, 2020. The IPP related
Transmission Service Agreement expires in 2027.

LADWP, BWP and Glendale Water and Power (GWP), the IPP
repowering participants are working together to create a
detailed roadmap for green hydrogen production, storage,
and power generation at IPP. In the medium-term, the
participants are targeting 30% green hydrogen

B
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combustion by July 2025, when the repowered project is scheduled
to come on-line.

The Cap-and-Trade Program, adopted by the California Air
Resources Board (CARB), went into effect on January 1, 2012, and
emission obligations commenced on January 1, 2013, for compliance
to Assembly Bill 32 (AB 32), the Global Warming Solutions Act of
2006. Under AB 32, CARB is mandated to implement regulations
that reduce greenhouse gas (GHG) emissions by capping them at
1990 levels. The regulation set an upper limit on statewide GHG
emissions beginning in 2013, reduced GHG emissions by
approximately 2% in 2014, and will reduce GHG emissions by
approximately 3% annually thereafter until 2020. Electric utilities
were given emission allowances to cover their obligations. Electric
utilities can buy or sell the allowances to comply with the emission
regulation. As of the end of calendar year 2019, the Electric Utility
had an excess of about 300,000 GHG allowances. The closing price of
the August 2020 auction was $16.68 per allowance.

Southern California Gas Company (SoCal Gas) owns and operates the
natural gas infrastructure in most of Southern California. This
infrastructure supplies natural gas-fired power plants operated by
Burbank Water & Power (BWP), Glendale Water & Power (GWP),
LADWP, and others in the LA Basin. For many years, SoCal Gas has
used its Aliso Canyon natural gas storage facility, located near Porter
Ranch, California, to ensure reliable natural gas supply in the basin,
including to these generators. Aliso Canyon is the largest such
facility in the Western United States. On October 23, 2015, one of
Aliso Canyon’s 114 wells began to leak and the facility was shut down
and mostly emptied. The leak was plugged on February 18, 2016,
after significant leakage of natural gas into the atmosphere. SoCal
Gas, the California Governor’'s Office, the California legislature,
numerous federal and state agencies, electric utilities (including
BWP), and other stakeholders have been working since the leak was

discovered to understand the leak’s potential impact on

electric reliability and develop mitigation plans. In this

WATER AND connection, action plans have been jointly developed by the

California Public Utilities Commission (CPUC), the CEC, the
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California Independent System Operator, SoCal Gas, and LADWP
(together, the Aliso Working Group). On July 19, 2017, the CPUC
and the Division of Qil, Gas, and Geothermal Resources cleared
SoCal Gas to resume limited injections at the Aliso Canyon natural
gas storage facility. It will now operate at approximately 28 percent
capacity. Enhancements were implemented to improve the margin
of safety at the State’s direction. At the State’s direction, the field
will also be operated at a reduced pressure. In addition, SoCal Gas
has implemented industry leading practices including enhanced
training for employees and contractors, around-the-clock pressure
monitoring of all wells in a 24-hour operations center, daily patrols
to visually inspect every well four times a day, and daily infrared
thermal scanning of each well.

Southern California continues to experience natural gas reliability
and affordability challenges because of supply and demand
mismatches. SoCal Gas’ system capacity and supply are primarily a
function of two components - transmission pipelines, which bring
gas into and then transport it throughout the system; and
underground natural gas storage connected to transmission
pipelines near system load. While one component of the system'’s
limited supply is the transmission pipeline reductions and outages,
the other critical component is storage operating constraints from
the CPUC restricting the use of the Aliso Canyon Storage Facility.
The current effective withdrawal protocol is restrictive but is less
restrictive than the previous protocol, in that Aliso Canyon was
only allowed to be withdrawn from if curtailment was imminent,
but now can occur under less acute circumstances. SoCal Gas
Pipeline 235-5 returned to service at a reduced pressure on
October 15, 2019 after a rupture occurred on the pipeline on
October 1, 2017; however it was again removed from service on
January 27, 2020 after a preliminary report was received indicating
a single location that needed to be immediately remediated. The
repair was completed, and the pipeline was returned to service at a
reduced pressure on February 17, 2020. Following the ORBAN
Line 235-2 rupture, SoCal Gas reduced the pressure of
Line 4000 because it is in the same “family” of pipelines as

eMTY op
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Line 235-2. SoCal Gas lowered the pressure to increase the factor of
safety on the pipeline until SoCal Gas can conduct further analysis of
Line 4000 based on what is learned from Line 235-2. In addition, this
increased safety margin and reduced the safety risk to employees
working on Line 235-2, which is in close proximity to Line 4000 for
the first five to six miles. Line 4000 was taken out of service on
September 19, 2019 for validation digs. Line 4000 returned to
service on October 24,2019 at reduced pressure.

Water Utility Fund

Water Utility Fund highlights:

e The water production facilities and systems were very
reliable with 6.8% of potable water unbilled, including losses,
compared to the national average of approximately 16% and
the state average of approximately 7.0%.

« Total net position was higher by $1,400, or 2.3%, compared to
the prior fiscal year due to favorable operating results.

e« The Water Utility Fund pre-paid $4,100 to Metropolitan
Water District of Southern California (MWD) for 5,609 AF
(acre feet) of imported water under the Cyclic Storage
Program during the fiscal year, for future use. This
investment is intended to mitigate future impacts of planned
upgrade work at the Pacoima Spreading Grounds and higher
priced untreated water. (See Environmental, Supply and
Economic Factors).

e On June 1, 2020, the Water Utility opted for an early
redemption of the 2010A Water Bonds to take advantage of
interest rate savings. Water Utility paid $2,065 from cash
reserves for the full redemption of the 2010A Water Revenue

Bonds.
. Burbank’s water rates are amongst some of the
lowest in the region. The City Council approved a
WATER AND 4.9% water rate increase effective July 1, 2019.

POWER
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Financial Analysis

Schedule of Revenues, Expenses, and Changes in Fund Net Position ($ in thousands)

Potable water (in AF)
Recycled water (n AF)

Operating revenues:
Potable water sales
Recycled water sales
Intergovernmental
Other revenues
Total operating revenues

Operating expenses:
Water supply expenses
Operations, maintenance and administration
Other operating expenses
Depreciation
Total operating expenses

Operatmg mcome

Nonoperating income (expenses):
Interest ncome
Bond mterest expense
Loan interest expense
Gain (loss) on disposal of capital assets
Other income (expenses). net
Total nonoperating income (expenses)

Income before contributions
Capital contributions and transfers:
Capital contributions
Transfers to the City
Total capital contributions and transfers
Change n net position

Net position, begmning of year

Net position, end of year

2020 2019 Incr. (Decr.)
15.009 14.871 138
3,032 2,824 208
$ 28440 $ 26,825 1.616
3953 3,753 200
32 39 (@)
923 663 260
33,349 31,280 2.069
12,994 11,892 1.102
12,085 10,986 1.099
2.002 1.795 267
4072 3,929 143
31,213 28,602 2,611
2,136 2,678 (542)
492 346 (54)
(1.687) (1,730) 42
(246) (191 (55)
6 4 2
(14 538 (552)
(1.449) (833) (616)
687 1,845 (1.158)
727 606 121
(14 - (14
713 606 107
1.400 2451 (1,051)
60,789 58,338 2450
$ 62,189 $ 60,789 1,400
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Potable water sales were the primary source of revenue for the
Water Utility. Potable water revenue made up 85.3% of the total
Water Utility operating revenues. Potable water sales volume
increased by 138 AF, or 0.9%, compared to the prior fiscal year due to
lower rainfall. Burbank received 14.51 inches of rainfall this fiscal
year compared to an average precipitation of 15.13 inches. Potable
water revenues were higher by $1,616, or 6%, compared to the prior
fiscal year as a result of higher demand and a 4.9% rate increase that
went into effect in July 2019.

Recycled water sales (in AF) made up 16.8% of total water sales.
Increasing the use of recycled water for landscaping and industrial or
commercial cooling towers helps make water availability in Burbank
more sustainable. During the fiscal year, four new customer
connections were added or converted from the potable to the
recycled water system. Recycled water sales volume increased by
208 AF, or 7.4%. The prior fiscal year had lower recycled water sales
due to the failure of pumps at the Beachwood Sewage Lift Station.
The Beachwood Sewage Lift Station operated by the Burbank Public
Works Department suffered a complete failure of their pumping
capability on April 1, 2018. This station pumped approximately half
of Burbank’s sewage flow to the reclamation plant where recycled
water is recovered. The flow was bypassed to Los Angeles for
treatment. This situation significantly reduced the availability of
recycled water and at certain times of the day required potable water
to be added to the Recycled Water System. The pump station
resumed operation in September 2019. Recycled water revenues
were higher by $200, or 5.3%, compared to the prior fiscal year as a
result of higher sales volume and a 4.9% rate increase that went into
effect in July 2019.

Other revenues include connection fees, recycled water credits and
other miscellaneous revenues. These revenues were $260, or 39.2%,
higher than the prior fiscal year due to higher revenues from MWD’s
local resource program (LRP). MWD provides financial
incentives for local resource development within MWD’s

:\?LiiAND service area for the purposes of improving regional water

supply reliability.
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Water supply expenses were higher by $1,102, or 9.3%, compared Other expenses were $552, or 102.5%, higher primarily as a result of
to the prior fiscal year due to higher demand and MWD rate unfunded pension liability pre-payment. In line with City of Burbank’s
increases. MWD increased treated water rates by 3.4% and 2.7% in pension prepayment plan, this fiscal year was the first year of the
January 2019 and January 2020, respectively. The average cost of multi-year funding plan to reduce future pension obligations.
MWD’s treated water was $1,064/AF, compared to $1,033/AF in Additional information can be found in Note 15 to the basic financial
the prior fiscal year. MWD treated water made-up approximately statements.

42.1% of the City’'s potable water supply for the fiscal year

compared to approximately 37.5% in the prior fiscal year. MWD As of June 30, 2020, the Water Utility had $27,945 in outstanding
water costs continue to be mitigated in part by the displacement of revenue bonds and $5,973 in outstanding SWRCB loans (see Debt
potable water by recycled water and by production at Burbank’s Administration). The Water Utility paid $1,687 in bond interest
groundwater treatment facility known as the Burbank Operable expense, compared to $1,730 in the prior fiscal year, and paid $246 in
Unit (BOU). The BOU supplied approximately 57.9% of the City's loan interest expense, compared to $191 in the prior fiscal year.
potable water supply for the fiscal year compared to approximately

62.5% in the prior fiscal year. In April 2020, there was a fire at an Capital contributions were $121, or 19.9%, higher compared to the
electrical substation that supplies electricity to the BOU. The fire prior fiscal year, primarily due to capital contributions for the
interrupted electrical service to the BOU shutting down water Burbank bridge replacement.

production for three days necessitating the purchase of additional

water from MWD (see Environmental, Supply, and Economic ey Operating Revenues Operating Expenses
Factors). The BOU ran at 68.0% of operating capacity for the fiscal Potabe W Soppy

year compared to the prior fiscal year’s capacity of 67.4%. The s

Water Utility purchased 6,600 AF of untreated water from MWD —

for groundwater storage and future BOU production; storing

ground water drought proofs a significant portion of the City’s T

govermmental -~ Warner

Operations and

water supply. The average cost of MWD’s untreated water was o g O S Hforiance
$743/AF, compared to $713/AF in the prior fiscal year, an increase s e o
of 4.2%.

The Water Utility Fund’s net positions as of June 30, 2020 and June
Operations, maintenance, and administrative expenses were 30, 2019 were as follows:
$1,099, or 10.0%, higher compared to the prior fiscal year. The
higher expenses were largely attributed to higher professional
service expenses.

Other operating expenses were $267, or 14.8%, higher compared
to the prior fiscal year. The higher expenses were largely attributed
to higher expense allocation from the Electric Utility. ORBAN

y WATER AND
POWER
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Schedule of Net Position ($ in thousands)

2020 2019 Incr. (Decr.)

Assets
Current and regulatory assets $ 27354 $ 25106 $ 2248
Noncwrent and regulatory assets 42 75 (33)
Capital assets. net of accumulated depreciation 93.804 94.618 (814)
Total assets 121,199 119,798 1,401

Deferred outflows ofresources

Deferred outflows of resowrces 2323 2391 (69)
Total deferred outflows of resources 2,323 2,391 (69)

Liabilities

Cuwrent liabilities 4437 4,503 (66)

Noncurrent and regulatory labilities 53273 53.129 144
Total liabilities 57,710 57,632 77

Deferred inflows of resources

Deferred inflows of resources 3621 3.769 (148)
Total deferred inflows ofresources 3,621 3,769 (148)

Net position

Net investment in capital assets 60.064 57.092 2972

Restricted for debt service 91 182 92)

Unrestricted 2033 3.516 (1.483)

Total net position S 62,189 $ 60,789 S 1,400

Changes in total net position may serve as useful indicators of the
Water Utility Fund’s financial strength over time.

Total net position was higher by $1,400, or 2.3%, compared to the
prior fiscal year (see Schedule of Revenues, Expenses, and Changes
in Fund Net Position). A significant portion of the Water Utility’s
total net position was in net investment in capital assets of $60,064,
or 96.6%, of total net position (see Capital Assets). The restricted
net position of $91, or 0.1%, was debt service fund requirements
related to the Water Revenue bonds (see Debt Administration).
The unrestricted net position of $2,033, or 3.3%, of total net
position were funds available for future capital

. . ey B
investments and maintenance activities. QORPAN,
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As of June 30, 2020, total assets increased by $1,401, or

WATER AND jccurately measured services.
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1.2%, primarily due to the purchase of cyclic storage water for future
use (See Environmental, Supply and Economic Factors). Deferred
outflows of resources as of June 30, 2020 decreased by $69, or 2.9%,
compared to the prior fiscal year primarily due to lower deferred
amounts from pensions and Other Post-Employment Benefits
(OPEB). Additional information on GASB Statement No. 68 and 75 as
it relates to pensions and OPEB can be found in Note 16 and 17 to
the basic financial statements. Total liabilities as of June 30, 2020
increased by $77, or 0.1%, compared to the prior fiscal year. This
increase was due to an increase in inter-fund loan payable, increases
in customer deposits and accounts payable, offset partially by
repayment of revenue bonds payable (see Debt Administration).
During the fiscal year, the Water Utility Fund borrowed $2,500 of
inter-fund loan from the Electric Utility Fund for the purchase of
cyclic storage water from MWD. Deferred inflows of resources as of
June 30, 2020 decreased by $148, or 3.9%, compared to the prior
fiscal year primarily due to lower amounts deferred on pensions.

Capital Assets

As of June 30, 2020, the Water Utility Fund invested $93,804, or
774%, of its total assets in capital improvements. Capital
improvement programs are designed to upgrade, replace and expand
the water system infrastructure, ensure reliability, and provide safe
drinking water and services at competitive rates.

For the fiscal year, the Water Utility invested $3,258 in the
acquisition and construction of capital assets funded from cash
reserves and AIC funds. The majority of the investments were for the
replacement and upgrade of distribution of water mains, service
expansions and meter replacements.

The Water Utility has on-going capital improvement programs, such
as main, and service and meter replacement programs, which are
designed to upgrade, replace and expand the water system
infrastructure to ensure reliability, and to provide safe and
The water production
facilities and systems were very reliable with 6.8% of unbilled
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water, including losses, compared to the national average of
approximately 16% and the state average of approximately 7%.
These ongoing and pro-active investments reflect the Water
Utility’s goal of delivering competitive rates and safe drinking water
with reliable production and distribution facilities.

Some of the major capital investments for the fiscal year include:

(8 in thousands)

Potable System Expansion S 639
Potable Large Water Mains 424
Recycled System Expansion 394
Potable Storage - Reservoirs and Tanks 352
Potable Meter Replacements 347
Potable Small Water Mams 244
Potable Transmission Main Valves Replacement 147
Potable Miscellaneous Facilities 125
Potable Hydrants Replacement 101
Total S 2,774

Additional information on capital assets can be found in Note 7 to
the basic financial statements.

Debt Administration

As of June 30, 2020, the Water Utility had $27,945 in outstanding
revenue bonds, of which none will be due within a year. During the
fiscal year, the Water Utility opted for early redemption of the
2010A Water Bonds to take advantage of interest rate savings. In
2010, the City of Burbank issued the 2010A Water Revenue Bonds
with an early redemption option for bonds maturing after June
2020. Water Utility paid $2,065 for the full redemption of 2010A
Woater Revenue Bonds in addition to the annual principal due of
$895.

The Water Utility received a total of $9,254 in loans from

B
i

All the SWRCB loans have 20-year repayment terms with an annual
interest rate of 2.6%. As of June 30, 2020, there was $5,973
outstanding in SWRCB loans, of which $443 will be due within a year.
The Water Utility repaid $431 towards these outstanding loans this
fiscal year.

During the fiscal year, the Water Utility Fund borrowed an additional
$2,500 of inter-fund loan from the Electric Utility Fund for the
purchase of cyclic storage water from MWD. The interest rate for the
loans is the City of Burbank’s pooled investment return rate. The
payment term of the loan borrowed during the fiscal year is not to
exceed four years. Additional information on Debt Administration
can be found in Note 9 to the basic financial statements.

Environmental, Supply, and Economic Factors

The California State Water Project (SWP) is a state water
management project that collects water from rivers in Northern
California and through a network of aqueducts and pumping stations
and redistributes it to the south. Water allocation from the SWP
varies according to factors including reservoir storage, weather
projections, and projected runoff into streams, reservoirs, and
aquifers. These factors are impacted by precipitation that usually
occurs from December through April, when California historically
receives more than 90% of its snow and rain. On May 22, 2020, the
Department of Water Resources (DWR) increased the SWP
allocation amounts from 15 to 20% due to above-average
precipitation in May. The May announcement was the final allocation
update of 2020. SWP’s 2020 allocation amounts to 843,696 AF of
water. Reservoir storage, snowpack, precipitation, and releases to
meet local deliveries were among several factors used in determining
allocations. This year’s snowpack is the 11th driest on record since
1950 and precipitation stands as the seventh driest on record since
1977. Thirty percent of California’s annual water supply comes from
snowpack.

the State Water Resources Control Board (SWRCB) for
three recycled water transmission main extensions and a
water pumping station beginning fiscal year 2011-12.

e\ TY op

B :‘g&i‘:AND In 2017, MWD created a Cyclic Storage Program to store
water supply that was in excess of MWD’s demand and
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storage capacity. The program allowed MWD to deliver water in
advance of demand to Member Agencies for storage in the
groundwater basin. Member agencies participating in the program
would be charged MWD’s rate for full service untreated water in
effect at the time the stored water was withdrawn and the water
taken without affecting the capacity charge that would otherwise
be in place. In December of 2018, BWP purchased 5,719 AF of
Cyclic Storage Water (CSW) under this program. Due to the
bountiful 2019 water year, the Cyclic Storage Water (CSW) was
offered. During the fiscal year, the Water Utility made an advance
payment of CSW to replaced planned purchases for FYs 21/22 and
22/23 of $4,100 (5,609 AF for $731/AF). Burbank intends to
coincide the use of CSW with planned upgrade work at the Pacoima
Spreading Grounds (PSG) that is currently anticipated to
commence in the Fall of 2021 and finish in the Spring of 2023; any
remaining CSW will be used to displace future higher priced
untreated water. The PSG is where Burbank typically spreads
annually about 6,600 AF of water for storage in the San Fernando
Groundwater Basin. Burbank ratepayers will benefit from these
advance purchases by avoiding MWD's future rate increases.

During this fiscal year, the construction of the “temporary
interconnection” (LAIX) under the agreement between BWP and
LADWP was completed. This temporary interconnection allows the
Burbank Operable Unit (BOU) to maximize BOU capacity to benefit
Burbank ratepayers when BWP demand is lower than BOU
capacity, typically during winter months. The transfer agreement
stipulates that LADWP will directly reimburse MWD for the
treated water used to blend with the treated ground water and will
reimburse BWP for their volumetric portion of the costs to operate,
maintain, distribute and pump the water. The LAIX began normal
operation in October 2019 and continues to date. During the fiscal
year, 810.7 AF. was delivered to LADWP through temporary
interconnection.
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In April 2020 there was a fire at an electrical substation that supplies
electricity to the City ground water treatment plant and well field,
also known as the BOU. The fire interrupted electrical service to the
BOU shutting down water production for three days necessitating
the purchase of additional water from MWD. The BOU was placed in
service at half capacity for approximately three weeks before repairs
could be completed and the BOU brought back to full capacity.

On October 23, 2018, America's Water Infrastructure Act (AWIA)
was signed into U.S. Federal law. AWIA Section 2013 requires
community drinking water systems serving more than 3,300 people
to develop or update risk assessments and emergency response plans
(ERP). The law specifies the components that the risk assessments
and ERPs must address and establishes deadlines by which water
systems must certify to U.S. Environmental Protection Agency
completion of the risk assessment and ERP. The risk assessment was
certified as complete on March 25, 2020. The findings of the risk
assessment were incorporated into the updated emergency response
plan, which was also certified as complete on September 24, 2020.
The certifications were completed ahead of their respective
deadlines. All requirements pertaining to AWIA have been fulfilled.
The law requires community drinking water systems to perform risk
assessments and update their ERPs every five years, with the next
certification due in 2025.

Requests for Information

This financial report is designed to provide a general overview of the
Electric and Water Utility Enterprise Funds. Questions concerning
any information provided in this report, or requests for additional
financial information, should be addressed to Bob Liu, Chief Financial
Officer, Burbank Water and Power, 164 W. Magnolia Blvd., Burbank,
CA 91502.

WATER AND
POWER
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(With comparative financial information for the year ended June 30, 2019)

Assets
Current and regulatory assets:
Cash and cash equivalents (note 2):
General operating
Capital and debt reduction
General plant
Fleet replacement
Greenhouse gas credits' proceeds
Lower carbon fuel credits' proceeds
WCAC
Distribution mains
Total cash and cash equivalents
Accounts receivable, net (note 3)
Inventories (note 4)
Interfund receivable (note 11)
Deposits and prepaid expenses (note 5)
Interest receivable
Regulatory costs to be recovered in one year (note 6)
Restricted nonpooled investments (note 2)

Total current and regulatory assets

Noncurrent and regulatory assets:
Regulatory costs for future recovery (notes 4, 6)
Total noncurrent and regulatory assets

Capital assets (note 7):
Land
Rights to purchase power
Utility plant and buildings
Machinery and equipment
Construction in progress
Total utility plant and equipment
Less accumulated depreciation

Total capital assets, net
Total assets
Deferred outflows of resources:
Deferred amounts from pensions (note 16)
Deferred amounts from OPEB (note 17)
Total deferred outflows of resources

Total assets and deferred outflows of resources

See accompanying notes to basic financial statements.

CITY OF BURBANK
WATER AND ELECTRIC UTILITY ENTERPRISE FUNDS
Statement of Net Position

June 30, 2020

(In Thousands)

Electric Water

2020 2019 2020 2019
$ 46,226 61,975 7,295 10,293
10,000 10,000 2,220 2,220
800 800 - -
2,210 2,210 - -
69 69 - -
3,413 2,267 - -
- - - 162
- - 1,100 1,100
62,719 77,320 10,615 13,775
14,930 13,482 3,834 3,108
7,102 7,538 623 3,790
6,450 4,340 - -
31,830 31,243 11,981 4,023
259 403 40 59
51 75 169 168
2,511 5,896 92 182
125,852 140,297 27,354 25,106
3 43 42 75
3 43 42 75
2,734 2,734 309 309
1,335 1,335 - -
518,636 490,837 158,535 153,415
74,943 71,153 7,660 6,645
34,020 41,898 4,541 7,541
631,668 607,957 171,045 167,910
(320,861) (301,451) (77,241) (73,292)
310,807 306,506 93,804 94,618
436,662 446,845 121,199 119,798
13,795 14,603 2,230 2,298
1,118 682 93 93
14,913 15,285 2,323 2,391
$ 451,575 462,131 123,522 122,189
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CITY OF BURBANK

WATER AND ELECTRIC UTILITY ENTERPRISE FUNDS

Statement of Net Position
June 30,2020

(With comparative financial information for the year ended June 30, 2019)

Liabilities

Current liabilities:
Accounts payable
Accrued expenses
Bond interest payable
Due to the City of Burbank
Customer deposits (note 10)
Current portion of revenue bonds payable,
net (note 9)
Current portion of loan payable (note 9)

Current portion of compensated absences (note 9)

Total current liabilities

Noncurrent liabilities:
Revenue bonds payable, net (note 9)
Loan payable (note 9)
Interfund payable (note 11)
Compensated absences (note 9)
Net OPEB liability (note 17)
Net pension liability (note 16)

Total noncurrent and regulatory liabilities
Total liabilities
Deferred inflows of resources:
Deferred amounts on pensions (note 16)
Deferred amounts on OPEB (note 17)
Regulatory credits for future recovery (note 8)
Regulatory credits (note 14)
Total deferred inflows of resources

Net Position

Net position:
Net investment in capital assets
Restricted for debt service
Unrestricted

Total net position

See accompanying notes to basic financial statements.

(In Thousands)

Electric Water

2020 2019 2020 2019
$ 5714 5,949 2,028 1,437
1,910 819 - -
284 344 136 147
172 167 - -
11,085 11,481 1,767 1,525
1,090 4,485 - 895
- - 443 431
280 335 63 67
20,535 23,580 4,437 4,503
53,665 65,470 27,859 30,045
- - 5,530 5,973
- - 6,450 3,950
6,214 5,414 865 750
3,382 5,387 455 913
74,938 73,226 12,114 11,499
138,199 149,497 53,273 53,129
158,734 173,077 57,710 57,632
3,414 5,184 552 814
2,450 373 415 20
- - - 162
490 584 2,654 2,772
6,354 6,141 3,621 3,769
258,563 230,655 60,064 57,092
2,511 5,896 92 182
25,412 46,362 2,033 3,516
$ 286,486 282,913 62,189 60,789
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CITY OF BURBANK

WATER AND ELECTRIC UTILITY ENTERPRISE FUNDS
Statement of Revenues, Expenses and Changes in Fund Net Position
June 30,2020
(With comparative financial information for the year ended June 30, 2019)

(In thousands)

Electric Water
2020 2019 2020 2019
Operating revenues:
Sale of power-retail $ 158,024 162,386 - -
Sale of power and fuel-wholesale (note 13) 15,442 21,791 - -
Sale of water - - 32,394 30,578
Intergovernmental 94 94 32 39
Other revenues 7,180 8,410 923 663
Total operating revenues 180,740 192,681 33,349 31,280
Operating expenses:
Power supply expenses-retail (note 12) 95,650 97,292 - -
Purchased power and fuel expenses-wholesale (note 13) 14,126 20,273 - -
Water supply expenses (note 1) - - 12,994 11,892
Water maintenance and operation expenses - - 12,085 10,986
Transmission expenses 13,544 13,986 - -
Distribution expenses 12,535 10,739 - -
Other operating expenses (note 1) 24,712 24,167 2,062 1,795
Depreciation 20,162 18,281 4,072 3,929
Total operating expenses 180,729 184,737 31,213 28,602
Operating income 11 7,943 2,136 2,678
Nonoperating income (expenses):
Interest income 3,330 4,205 492 546
Bond interest expense (4,071) (4,319) (1,687) (1,730)
Loan interest expense - - (246) (191)
Gain (loss) on disposal of capital assets (note 1) 118 122 6 4
Other income (expenses), net (notes 14, 15) (1,816) 1,223 (14) 538
Total nonoperating income (expenses) (2,439) 1,231 (1,449) (833)
Income before contributions (2,428) 9,174 687 1,845
Capital contributions 6,361 8,180 727 606
Transfers from the City 1 - - -
Transfers to the City (358) - (14) -
Total capital contributions and transfers 6,004 8,180 713 606
Change in net position 3,573 17,354 1,400 2,451
Net position, July 1 282,913 265,559 60,789 58,338
Net position, June 30 $ 286,486 282,913 62,189 60,789

See accompanying notes to basic financial statements
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CITY OF BURBANK
WATER AND ELECTRIC UTILITY ENTERPRISE FUNDS
Statement of Cash Flows
June 30, 2020

(With comparative financial information for the year ended June 30, 2019)

(In Thousands)

Cash flows from operating activities:
Cash received from customers
Cash paid to suppliers
Cash paid to employees
Other income (expense)
Net cash provided by operating activities

Cash flows from noncapital financing activities:
Payments received from other funds
Loans to other funds
Proceeds from other governmental agencies
Proceeds from other funds
Transfers to/from other funds
Net cash provided by (used in) noncapital financing activities

Cash flows from capital and related financing activities:
Principal payments - bond
Interest paid
Contributed capital
Acquisition and construction of assets
Proceeds from sales of capital assets
Principal payments - loan payable
Net cash used in capital and related financing activities

Cash flows from investing activities:
Interest received
Decrease in investments
Net cash provided by investing activities
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents - July 1
Cash and cash equivalents - June 30

See accompanying notes to basic financial statements.
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Electric Water

2020 2019 2020 2019
$ 179,153 193,760 32,666 31,438
(104,638) (151,142) (22,815) (18,510)
(54,471) (25,833) (8,397) (6,516)
(1,816) 1,240 (14) 572
18,228 18,025 1,440 6,984
- 280 - -
(2,500) (3,950) - -
94 94 32 39
390 - 2,500 3,950
(357) 50 (14) -
(2,373) (3,526) 2,518 3,989
(15,889) (4,280) (2,960) (860)
(3,442) (4,336) (1,797) (1,733)
6,361 8,180 727 606
(24,463) (30,495) (3,258) (8,479)
118 122 - -
- - (431) (421)
(37,315) (30,809) (7,719) (10,887)
3,474 4,205 511 545
3,388 - 91 -
6,862 4,205 602 545
(14,599) (12,105) (3,158) 631
77,320 89,425 13,775 13,145
$ 62,719 77,320 10,615 13,775




CITY OF BURBANK
WATER AND ELECTRIC UTILITY ENTERPRISE FUNDS

Statement of Cash Flows
June 30,2020

(With comparative financial information for the year ended June 30, 2019)

(In Thousands)

Electric Water

2020 2019 2020 2019

Reconciliation of operating income (loss) to
net cash provided by (used in) operating activities :
Operating income (loss) $ 11 7,943 2,136 2,678

Adjustments to reconcile operating income (loss) to net cash
provided by operating activities:

Depreciation 20,162 18,281 4,072 3,929
Other income 1,173 1,240 605 572
Changes in assets and liabilities:
(Increase) decrease in accounts receivable (1,448) 2,977 (726) 227
(Increase) decrease in due to/from City of Burbank - (4,164) - -
(Increase) decrease in inventories 436 (1,238) 3,167 (304)
(Increase) decrease in prepaid items (587) 98 (7,959) (3,989)
(Increase) decrease in deferred outflows 372 7,154 68 1,111
Change in reporting of operating / non-operating income (3,085) (182) (891) (260)
(Increase) decrease in deferred bond issuance costs 64 (297) - (37)
Increase (decrease) in accounts payable
and accrued expenses 862 (3,320) 432 (420)
Increase (decrease) in interfund payable - - - 3,950
Increase (decrease) in net pension and OPEB liability (293) (5,408) 157 (842)
Increase (decrease) in deferred inflows 307 (53) 133 (308)
Increase (decrease) in compensated absences 745 598 111 (73)
Increase (decrease) in unearned revenue - (6,440) (118) (118)
Increase (decrease) in customer deposits (396) 2,179 253 867
Increase (decrease) in deferred revenue (94) (1,343) - -
Total adjustments 18,218 10,081 (697) 4,306
Net cash provided by operating activities $ 18,228 18,025 1,440 6,984
Noncash investing, capital, and financing activities:
Increase (decrease) in fair value of investments $ 1,182 1,895 205 285

See accompanying notes to basic financial statements
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CITY OF BURBANK * ELECTRIC AND WATER UTILITY FUNDS * NOTES TO THE BASIC FINANCIAL STATEMENTS
FISCAL YEAR ENDED JUNE 30, 2020 * (in thousands, with certain comparative summary information for the fiscal year ended June 30, 2019)

NOTE 1: Summary of Significant Accounting Policies
(A) Accounting Methods

The reporting model includes financial statements prepared using
full accrual accounting for the Electric and Water Utility Funds’
activities of the City of Burbank (City). This approach includes not
just current assets and liabilities, but also capital and other long-
term assets, as well as long-term liabilities and deferred outflows /
inflows of resources. Accrual accounting also reports all of the
revenues and costs of providing services each fiscal year, not just
those received or paid in the current fiscal year or soon thereafter.

The basic financial statements include the following:

Statement of Net Position - The statement of net position is
designed to display the financial status of the reporting entity. The
net position of the Electric and Water Utility Funds are separated
into three categories - 1) net investment in capital assets, 2)
restricted for debt service, and 3) unrestricted.

¢ Net investment in capital assets consists of capital assets, net of
accumulated depreciation and reduced by the outstanding
balances of any bonds, notes, or other borrowings that are
attributable to the acquisition, construction, or improvement of
those assets.

e Restricted net position are those in which use is restricted
through external constraints imposed by creditors (such as debt
covenants), grantors, contributors, or laws or regulations of
entities with jurisdiction, or constraints imposed by law through
constitutional provisions or enabling legislation.

e Unrestricted net position consists of net position that do not meet
the definition of restricted or net investment in capital assets.
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Statement of Revenues, Expenses and Changes in Fund Net Position
- The statement of revenues, expenses and changes in fund net
position reports revenues by major source and distinguishes between
operating and nonoperating revenues and expenses.

Statement of Cash Flows - For the purposes of the statement of cash
flows, the Electric and Water Utility Funds include their portion of the
City’s pooled cash and investments and restricted investments with
an original maturity of three months or less as cash equivalents. The
Electric and Water Utility Funds consider the pooled cash and
investments to be a demand deposit account whereby monies may be
withdrawn or deposited at any time without prior notice or penalty.

(B) Basis of Presentation

The Electric and Water Utility Funds are used to account for
operations (a) that are financed and operated in a manner similar to
private business enterprises - where the intent of the City Council
is that the costs (expenses, including depreciation) of providing
goods and services to the general public on a continuing basis be
recovered primarily through user charges or (b) where the City
Council has decided that periodic determination of revenues
earned, expenses incurred and/or net income is appropriate for
capital expenditures, public policy, management control,
accountability and other purposes.

C) Reporting Entity

The Electric and Water Utility Funds’ operations were established
by the City in 1913. Burbank Water and Power (BWP) manages the
generation, purchase, transmission, distribution, and sale of water
and electric energy. The activities of BWP are overseen by the City
Council.

WATER AND
POWER
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CITY OF BURBANK * ELECTRIC AND WATER UTILITY FUNDS * NOTES TO THE BASIC FINANCIAL STATEMENTS
FISCAL YEAR ENDED JUNE 30, 2020 * (in thousands, with certain comparative summary information for the fiscal year ended June 30, 2019)

The Electric and Water Utility Enterprise Funds are used to account

for the operation, maintenance, and construction of the City-owned
electric and water utility. The City considers the Electric and Water
Utility Funds to be Enterprise Funds (a proprietary fund type) as
defined under accounting principles generally accepted in the
United States of America. As an integral part of the City’s overall
operations, the Electric and Water Utility Funds’ operations are
also included in the City’s Comprehensive Annual Financial Report.

The Electric and Water Utility Funds follow the regulatory
accounting criteria set forth per the GASB (Government
Accounting Standards Board) Codification, where the effects of the
ratemaking process are recorded in the financial statements. As a
result, certain revenues and expenses have been recorded in the
Electric and Water Utility Enterprise Funds in order to not impact
future electric and water rates to customers.

Only the funds of the Electric and Water Utility are included herein,
therefore, these financial statements do not purport to represent
the financial position or results of operations of the City of Burbank,
California.

(D) New Accounting Pronouncements

Current Year Standards

e GASB (Government Accounting Standards Board) 95—
Postponement of the Effective Dates of Certain Authority
Guidance, effective during fiscal year 2019-20 and
resulted delaying the implementation requirements for
certain Statements and Implementation Guides to provide
temporary relief to governments and other stakeholders in
light of the COVID-19 pandemic.

e GASB 97— Certain Component Unit Criteria, and
Accounting and Financial Reporting for Internal Revenue

Code Section 457 Deferred Compensation Plans g
QOREAN,

No. 32, effective for fiscal years beginning after June 15,
2021, paragraphs 4 and 7. The requirements of these
paragraphs did not impact the City.

Pending Accounting Standards

GASB has issued the following statements which may impact the
Utility’s financial reporting requirements in the future:

o GASB 84 — Fiduciary Activities, effective for reporting
periods beginning after December 15, 2019.

o GASB 87— Leases, effective for periods beginning after
June 15,2021.

e GASB 89—Accounting for Interest Cost Incurred before the
End of a Construction Period, effective for reporting periods
beginning after December 15, 2020.

o GASB 90—Majority Equity Interests - an amendment of
GASB Statements No. 14 and No. 61, effective for reporting
periods beginning after December 15, 2019.

o GASB 91—Conduit Debt Obligations, effective for reporting
periods beginning after December 15, 2021.

e GASB 92—0Omnibus 2020, primarily effective for reporting
periods beginning after June 15, 2020.

o  GASB 93—Replacement of Interbank Offered Rates, effective
for periods beginning after June 15, 2021.

- an amendment of GASB ~ Statements No. 14 and
No. 84, and a supersession of GASB Statement

e\TY op
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CITY OF BURBANK * ELECTRIC AND WATER UTILITY FUNDS * NOTES TO THE BASIC FINANCIAL STATEMENTS
FISCAL YEAR ENDED JUNE 30, 2020 * (in thousands, with certain comparative summary information for the fiscal year ended June 30, 2019)

o GASB 94—Public-Private and Public-Public Partnerships and
Availability Payment Arrangements, effective for periods
beginning after June 15, 2022.

e  GASB 96—Subscription-Based Information Technology
Arrangements, effective for fiscal years beginning after
June 15, 2022.

o GASB 97—Certain Component Unit Criteria, and Accounting
and Financial Reporting for Internal Revenue Code Section
457 Deferred Compensation Plans - an amendment of GASB
Statements No. 14 and No. 84, and a supersession of GASB
Statement No. 32, effective for fiscal years beginning after
June 15, 2021, except for the requirements of paragraph
4.

E) Self-Insurance

The Electric and Water Utility Funds are part of the City’s self-
insurance programs, which provide coverage for general liability
and workers’ compensation claims. See NOTE 18, Self-Insurance,
for additional information on the City’s self-insurance programs.

(F) Capital Assets

Capital assets are recorded at cost or, in the case of gifts or
contributed assets, at acquisition value at the date of donation. The
threshold for capitalizing assets is $5 or greater, except for
betterments which could be less. When items are sold or retired,
related gains or immaterial losses are included in nonoperating
income (expenses). Material losses on retirements are reported as
regulatory assets, as provided by GASB Statement No. 62, to be
collected from future ratepayers. There are no material losses on
retirements as of June 30, 2020. Maintenance and repairs that do
not add value to or materially extend useful lives of assets

are expensed as incurred. Improvements to plant and  oRBax,

and improvements are capitalized as projects are constructed.
Interest incurred during the construction phase of capital assets is
included as part of the capitalized value of the assets constructed.
Depreciation is computed on the straight-line method over the
estimated useful lives of the assets as follows (see NOTE 7):

Boiler Plant 20 to 30 years

Buildings and Improvements 25 to 40 years
Distribution Stations 30 years
Electric Meters 10 years
Machinery and Equipment (except vehicles) 5 to 40 years
Office Equipment 5 years

30 to 40 years

20 to 40 years

Poles, Towers, and Fixtures

Production Plant

Reservoirs and Tanks 40 years
Transformers 25 years
Transmission Equipment 40 years
Transmission Structures 40 years
Vehicles 5 to 12 years
Water Meters 20 years
Water Services 30 years
Water Wells and Springs 40 years

(G) Accounts Receivable and Allowance for Uncollectible Accounts

Accounts receivable includes billed and unbilled utility customer
accounts, wholesale power sales, and miscellaneous charges unpaid
as of June 30, 2020, offset by estimates for uncollectible accounts.
Estimated allowances for uncollectible accounts are adjusted to the
91 days and over receivables’ balances (see NOTE 3).

(H) Inventories

Inventories consist of groundwater, materials and supplies held for
future consumption and are priced at average cost (see NOTE 4).

equipment are capitalized. Major outlays for capital assets

e\TY op
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CITY OF BURBANK * ELECTRIC AND WATER UTILITY FUNDS * NOTES TO THE BASIC FINANCIAL STATEMENTS
FISCAL YEAR ENDED JUNE 30, 2020 * (in thousands, with certain comparative summary information for the fiscal year ended June 30, 2019)

()  Deposits and Prepaid Expenses

The Electric and Water Funds, in the normal course of operations
place deposits and reserves with other governmental agencies,
power providers and vendors, and record them as such. The Electric
and Water Funds also prepay certain expenses, recording them as
prepaid, which are then recognized as expense as benefits are
received (see NOTE 5).

(J) Restricted Nonpooled Investments

The Electric and Water Funds have restricted nonpooled
investments, in the form of debt service and parity reserves, to
comply with the covenants contained in the various debt indentures
requiring the establishment of certain specific accounts (see NOTES
2 and 9).

(K) Compensated Absences

The cost of employees’ vested compensated absences, such as
vacation and sick pay benefits, are accrued as they are earned by the
employees (see NOTE 9).

(L) Use of Estimates

The preparation of basic financial statements in conformity with
accounting principles generally accepted in the United States of
America requires management to make estimates and assumptions
that affect certain reported amounts and disclosures. Accordingly,
actual results could differ from those estimates.

(M) Revenue Recognition

Revenues are recorded in the period in which they are earned. The
Electric and Water Utility Funds accrue estimated unbilled revenue
for energy and water sold but not billed at the end of the fiscal
period (see NOTE 3). All residential and commercial accounts are

billed monthly. Operating revenues consist of retail and SRBAY,
&) £

performed for customers such as aid-in-construction, and service
connection and relocation fees.

The Electric Utility Fund’s revenues include grant reimbursements
from the California Energy Commission (CEC) for systems
modernization projects and new electric vehicle charging stations.
The CEC total Grants of $1,164 allows for 100% prorated
reimbursement for approved expenditures. Grant revenue is
deferred to match depreciation expense as capitalized projects have
been placed in service (see NOTE 14).

The Water Utility Fund’s revenues include the recognition of
contributed assets for the Burbank Empire Center and Bob Hope
Airport. The values of the contributed assets have been recorded as
regulatory credits. The contributed assets are recognized as
revenue to match depreciation expense over the course of their
useful lives at 25 to 40 years (see NOTE 14).

Also included in the Water Utility Fund’s revenues is a Water Cost
Adjustment Charge (WCAC). WCAC revenues in excess of water
supply expenses have been recorded as regulatory credits (see
NOTE 8).

(N) Operating Expenses

Purchased power and fuel expenses include all open market
purchases of energy and fuel, firm contracts for the purchase of
energy and fuel, energy production costs, and the costs of
entitlements for energy and transmission as discussed in NOTE 12.

Water supply expenses include purchased water, electricity used to
pump water, and chemicals used in water treatment (see NOTE 8).

Other operating expenses include all costs associated with the
Electric and Water Utility Funds’ operations and maintenance of
general plant and equipment, administration, customer service,
telecom and internet services, public benefits programs,
warehousing, security, technology operations, work for

wholesale sales of electricity, sales of potable and recycled
water, and charges for electric and water related work

e\TY op
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CITY OF BURBANK * ELECTRIC AND WATER UTILITY FUNDS * NOTES TO THE BASIC FINANCIAL STATEMENTS
FISCAL YEAR ENDED JUNE 30, 2020 * (in thousands, with certain comparative summary information for the fiscal year ended June 30, 2019)

(O) Bond Premiums and Discounts, and Debt Issuance Costs

Initial-issue bond premiums and discounts are deferred and
amortized over the life of the bonds using the effective interest rate
method. Bond issuance costs, including underwriters' discount, are
reported as current and noncurrent regulatory costs. Amortization
of bond premiums and discounts are included in interest expense
(see NOTE 9).

(P)

Selected information regarding the prior year has been included in
the accompanying financial statements. This information has been
included for comparison purposes only and does not represent a
complete presentation in accordance with generally accepted
accounting principles. Accordingly, such information should be read
in conjunction with the Electric and Water Utility Funds’ prior year
financial statements, from which this selected data was derived.
Some prior year data may be classified differently for proper
reporting and comparison purposes.

Prior Year Data

(Q) Pensions

For purposes of measuring the net pension liability and deferred
outflows/inflows of resources related to pensions, and pension
expense, information about the fiduciary net position of the City’s
California Public Employees’ Retirement System (CalPERS) plans
(Plans) and additions to/deductions from the Plans’ fiduciary net
position have been determined on the same basis as they are
reported by CalPERS. For this purpose, benefit payments (including
refunds of employee contributions) are recognized when due and
payable in accordance with the benefit terms. Investments are
reported at fair value.

(R) Postemployment Benefits Other Than Pensions (OPEB)

For purposes of measuring the net OPEB liability and deferred

outflows/inflows of resources related to OPEB, and OPEB ORBAN,
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expense, information about the fiduciary net position of the
OPEB’s plan and additions to/deductions from the OPEB plans’
fiduciary net position have been determined on the same basis as
they are reported by the plan. For this purpose, the OPEB plan
recognizes benefit payments when due and payable in accordance
with the benefit terms.

NOTE 2: Cash and Investments

Cash and investments as of June 30, 2020 are classified in the
accompanying financial statements as follows:

Electric Water Total

Unrestricted cash and investments $ 62,719 10,615 $ 73,333
Restricted investments 2,511 92 2,602

Total $ 65,229 10,706 $ 75,935
Cash on hand $ 14 - $ 14
Held by fiscal agent 2,511 92 2,602
Equity in City investment pool 62,705 10,615 73,320

Total $ 65,229 10,706 $ 75,935

The City combines the cash and investments of all funds into two
pools (the City pool, and the Housing Authority pool), except for
funds required to be held by outside fiscal agents under the
provisions of bond indentures. The Electric and Water Utility
Funds have investments of debt proceeds held by bond trustee that
are classified as current restricted nonpooled investments.

Each fund's portion of the pooled cash and investments are
displayed on the statement of net position. Cash and investments
restricted for a specific purpose by either bond resolution, funding
agency or an outside third party are classified as restricted assets.

BWP has no separate bank accounts or investments other

WATER AND than investments held by bond trustee and BWP's equity
POWER
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in the cash and investment pool managed by the City. BWP is a
voluntary participant in that pool. This pool is governed by and
under the regulatory oversight of the Investment Policy adopted by
the City Council. BWP has not adopted a formal investment policy
separate from that of the City. GASB Statement No. 40 establishes
and modifies disclosure requirements related to deposit and
investment risks. GASB Statement No. 72 establishes disclosure
requirements for fair value measurements related to investments.
The information related to authorized investments, credit risk, etc.
is available in the Comprehensive Annual Financial Report of the
City. The Electric and Water Utility Funds’ equity in the City’s
investment pool is not subject to fair value hierarchy.

The City is responsible for all investments on behalf of the Electric
and Water Utility Funds.

Disclosures Relating to Interest Rate Risk

Interest rate risk is the risk that changes in market interest rates
will adversely affect the fair value of an investment. Generally, the
longer the maturity of an investment, the greater the sensitivity of
its fair value to changes in market interest rates. One of the ways
that the City manages its exposure to interest rate risk is by
purchasing a combination of shorter term and longer term
investments and by timing cash flows from maturities so that a
portion of the portfolio is maturing or coming close to maturity
evenly over time as necessary to provide the cash flow and liquidity
needed for operations. Investments held by fiscal agents consists
mostly of money market mutual funds, which are due in less than
one year.

Disclosures Relating to Credit Risk

Generally, credit risk is the risk that an issuer of an investment will
not fulfill its obligation to the holder of the investment. This is
measured by the assignment of a rating by a nationally

stipulated by the Code.
Custodial Credit Risk

Custodial credit risk for deposits is the risk that, in the event of the
failure of a depository financial institution, a government will not be
able to recover its deposits or will not be able to recover collateral
securities that are in the possession of an outside party.

The custodial credit risk for investments is the risk that, in the event
of the failure of the counterparty (e.g., broker-dealer) to a
transaction, a government will not be able to recover the value of
its investment or collateral securities that are in the possession of
another party. The amount of deposits are covered by FDIC
(Federal Insurance Deposit Corporation) insurance or collateralized
under California law.

The Code and the City's investment policy do not contain legal or
policy requirements that would limit the exposure to custodial
credit risk for deposits or investments, other than the following
provision for deposits: The Code requires that a financial institution
secure deposits made by state or local governmental units by
pledging securities in an undivided collateral pool held by a
depository regulated under state law (unless so waived by the
governmental unit). The market value of the pledged securities in
the collateral pool must equal at least 110% of the total amount
deposited by the public agencies. California law also allows financial
institutions to secure City deposits by pledging first trust deed
mortgage notes having a value of 150% of the secured public
deposits.

Fair Value Measurements

The City’s investments are reported at fair value. The City
categorizes its fair values measurement within the fair value
hierarchy established by generally accepted accounting principles.

ORBAN, The hierarchy is based on the relative inputs used to
y WATER AND measure the fair value of the investments. Level 1 inputs

recognized statistical rating organization. The investment
policy of the City contains no limitations on the amount
that can be invested in any one issuer beyond that

c\TY op

POWER are quoted prices in active markets for identical assets.
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Level 2 inputs are quoted prices of similar assets in active markets
and Level 3 inputs are significant unobservable inputs. Investments
held by fiscal agent are not subject to fair value hierarchy.

NOTE 3: Accounts Receivable

Accounts receivable for the Electric and Water Utility Funds as of
June 30, 2020 and 2019 are:

Electric ‘Water
2020 2019 2020 2019
Billed accounts receivable $ 9264 $ 7,218 $§ 2244 $§ 1,529
Unbilled accounts receivable 6,192 6,447 1,705 1,602
Allowance (525) (183) (115) (23)
Total $ 14,930 13,482 3,834 3,108

Accounts receivable, net for the Electric and Water Funds
increased by $1,448 and $726, respectively, from the prior fiscal
year. The increases are partially due to the economic impact of
Governor Newsom’s Stay at Home and Public Health Executive
Order N-33-20, executed in March 2020, on local commercial
businesses’ and City residents’ ability to pay for electric and water
services. For the Electric Fund, $495 of its $1,448 increase is due to
year-end accruals of wholesale power sales; and for the Water
Fund, $308 of its $726 is due to a June 2020 billing for aid-in-
construction revenue.

NOTE 4: Inventories

Inventories for the Electric and Water Utility Funds as of June 30,
2020 and 2019 are:

Water
2020 2019
7,538 623 578
= 3202

Electric
2020
7,102

2019

Materials and supplies inventory $

Ground water inventory

Total $ 7,102 7,538 623 3,790

e\TY op
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During the fiscal year, the ground water inventory balance of
$3,212 for the Water Utility was reclassified and is reported in
Prepaid expense. See Note 5 for further information.

NOTE 5: Deposits and Prepaid Expenses

The Electric Utility Fund shows a total of $31,830 in deposits and
prepaid expenses. The composition of these deposits and prepaid
expenses includes a $17,163 deposit with Southern California
Public Power Authority (SCPPA) for future use in projects, a
$10,350 prepayment to the SCPPA Natural Gas Reserve for future
gas deliveries, a $2,870 deposit with SCPPA as a fuel reserve for the
Magnolia Power Project (MPP), $1,021 in various prepaid
renewables, and $314 in administrative prepaid expenses. In
addition, in June 2000, the City prepaid a lease payment of $1,500
for the use of land to locate a new switching station. The twenty-
year lease began in January 2002. For the fiscal year ended June
30, 2020, the Electric Fund amortized $75 on this prepaid lease,
leaving a balance of $112.

The Water Utility Fund shows a total of $11,981 in deposits and
prepaid expenses for the fiscal year ended June 30, 2020, compared
to $4,023 for the prior fiscal year. The composition of these
prepaid expenses include $8,074 of prepaid CSW for future use
that includes the previous advance payment of $3,975 (5,718.7 AF
for $695/AF) from the prior year, and the current advance payment
of $8,924 (12,208.5 AF for $731/AF), reduced by $4,182 or 9,328.3
AF for use during the fiscal year; the ground water inventory
balance of $3,212 from the prior fiscal year (see Note 4); and $52
for other administrative prepaid expenses.

NOTE 6: Regulatory Assets (Costs)

Utility regulatory assets are reported for unamortized bond
issuance costs. These assets are classified as current and
noncurrent, and the balances for the Electric and Water
Utility Funds as of June 30, 2020 and 2019 are $54

POWER
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and $118, and $210 and $243, respectively. During the fiscal year,
the Electric and Water Utility’s 2010A Series Bonds were paid in
full, and the remaining bond issuance costs were fully amortized.
The Water Utility’s 2010B Series Bonds’ term is 30 years.

NOTE 7: Capital Assets

Balance as of Balance as of

Electric June 30,2019  Additions  Deletions  june 30, 2020

Capital assets not being depreciated:
Land $ 2,734 - - 8 2,734
Construction in progress 41,898 25,743 (33,621) 34,020
Total capital assets not being depreciated 44,632 25,743 (33,621) 36,754

Capital assets being depreciated:

Rights to purchase power 1,335 - - 1,335
Accumulated depreciation (842) - (64) (906)
Buildings and improvements 490,837 31,118 (3,319) 518,636
Accumulated depreciation (244,891) (15,211) 675 (259,427)
Machinery and equipment 71,153 4,959 (1,169) 74,943
Accumulated depreciation (55,718) (4,951) 141 (60,528)
Total capital assets being depreciated, net 261,874 15,915 (3,736) 274,053
Total net capital assets $ 306,506 41,658 (37,357) $ 310,807

Balance as of Balance as of

Pacific DC Intertie

The City is a participant in an agreement with the City of Los
Angeles, Southern California Edison, the City of Glendale, and the
City of Pasadena for an unrestricted 3.846% interest in the Pacific
DC Intertie. The City's voting right in the project is directly in
proportion to its percentage interest.

During the fiscal year, the Electric Utility invested $2,136 in
betterments for its share of the Intertie; and accrued capitalized
assets of $179, and $13 in accumulated depreciation and
depreciation expense. These capital improvements are expected to
continue until 2024.

Note 8: Regulatory Credits for Future Recovery

The Water Utility Fund’'s revenues include a Water Cost
Adjustment Charge (WCAC). WCAC revenues in excess of water
supply expenses have been recorded as unearned in a water cost
adjustment regulatory credit account. Water supply expenses
(WCAC expenses) include purchased water, electricity to pump
water, and chemicals used to treat water.

The WCAC regulatory credits balance is $0 and $162 at June 30,
2020 and 2019, respectively, and is reported in deferred inflows of

Water June 30,2019  Additions  Deletions  june 30, 2020 . o
Capital assets not being depreciated: resources. During the fiscal year the Water Utility under collected
Land $ 309 - -8 309 revenues from its customers.
Construction in progress 7,541 3,405 (6,405) 4,541
Total capital assets not being depreciated 7,850 3,405 (6,405) 4,850 NOTE 9: Long-Term Liabilities, including Loan Payable and Revenue
Capital assets being depreciated: Bonds Payable
Buildings and improvements 153,415 5,249 (129) 158,535
Accumulated depreciation (68,242) (3,606) 123 (71,725)
Machinery and equipment 6,645 1,072 (57) 7,660
Accumulated depreciation (5,050) (466) - (5,516)
Total capital assets being depreciated, net 86,768 2,249 (63) 88,954
Total net capital assets $ 94,618 5,654 (6,468) $ 93,804
B
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(A) Loan Payable A schedule of aggregate maturities, including interest, on the
STl Tl SIEL SN0 intergovernmental loans payable subsequent to June 30, 2020 is as
follows:
This SWRCB Loan was issued for the purpose of upgrading the Recycled $ 330 $ 356

Water Pumping Station PS-1 project to create capacity needed to

distribute recycled water to new users. The cost of the project is $1,916, SWRCB Loan for the Studio

of which $521 is funded by the SWRCB loan. The interest rate is 2.6%, District Recycled Water Main
with the principal to be repaid no later than November 2030. Extension Water
Less current portion (26) (26)
Principal Interest Total
Total for Recycled Water Pumping Station 304 330
This loan was issued for the purpose of Constructing the Valhalla 2,314 2,494 2021 151 54 205
Recycled Water Main Extension. This pipeline extends the existing 2022 154 50 204
Recycled Water Distribution System to Valhalla. Memorial Park and
Cemetery and other recycled water customers in its vicinity. The project 2023 159 46 205
also includes the design of a below-grade inline booster station to maintain 2024 163 4 205
pressure in the western extents of this extension. The cost of the project
was $5,062, of which $3,709 is funded by the SWRCB loan. The 2025 167 38 205
interest rate is 2.6%, with the principal to be repaid no later than June 2026-2030 902 123 1.025
2031. ?
Less current portion (185) (180) 2031-2032 393 15 408
Total for Valhalla Recycled Water Main Extension 2,129 2,314 $ 2.089 368 $ 2.457
b b
This loan was issued for the purpose of Constructing the Studio District 2,089 2,236 SWRCB Loan for the Northern

Recycled Water Main Extension. This pipeline extends the existing
Recycled Water Distribution System to Warner Brothers, Disney, and
NBC Studios and other recycled water customers in their vicinity. The Principa] Interest Total
project also includes the design of a below-grade inline booster station to
maintain pressure in the western extents of this extension. The cost of the

Burbank Main Extension

project was $5,161, of which $3,240 is funded by the SWRCB loan. The 2021 81 32 113

interest rate is 2.6%, with the principal to be repaid no later than June

— 2022 83 30 113
Less current portion (151) (147) 2023 86 28 114
Total for Studio District Recycled Water Main Extension 1,938 2,089 2024 38 26 114
. . . 2025 90 23 113

This loan was issued for the purpose of constructing the Northern 1,239 1,318

Burbank Main Extension. This pipeline extends the existing recycled 2026-2030 487 81 568

water distribution system to Brace Canyon Park, Woodbury University 2031-2033 324 17 341

and I-5 landscaping and other recycled water customers in its vicinity.

The cost of the project is estimated to be $1,934, of which $1,784 is $ 1,239 237 ¢ 1,476

funded by the SWRCB loan. The interest rate is 2.6%, with the principal
to be repaid no later than June 2033.

Less current portion 81 (79)
Total for Northern Burbank Main Extension 1,158 1,239
Total long-term intergovernmental loan payments $ 55308 $ 5973
B
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SWRCB Loan for the Recycled Series bonds were paid in full.
Water Distribution System
Water Electric
Principal T Total 2010A Series Bonds: 2020 2019
These bonds were issued to partially advance refund the $ - $ 13,535
2021 2 9 35 1998 Bonds and the 2001 Bonds and to pay the costs of
issuance of the Series 2010A Bonds. Payable in
2022 27 8 35 g .
installments ranging from $2,290 to $3,530. Interest
2023 28 7 35 rates ranged from 3.00% to 5.00%. Payments were
2024 28 6 34 made semiannually on June 1 and December 1. These
2025 29 6 35 bonds were paid off in May 2020. The bonds were
2026-2030 158 17 175 secured by a pledge of net revenues of the Electric
2031 14 1 35 Enterprise Fund, as well as all amounts on deposit in the
accounts established under the indenture, including the
$ 330 S48 384 reserve account.
. Less:
SWRCB Loan for the Valhalla )
Recycled Water Main Extension Current portion - (3,445)
Principal Interest Total Original issue discount/premium 163
Doo) i) 60 o Long-term Bonds Series A of 2010 $ - $ 10,253
2022 189 55 244
2023 194 50 244
Electric
2024 199 45 244
2010B Series Bonds: 2020 2019
2025 204 40 244 - —_ —_ ]
These bonds were issued to finance a portion of the costs $ 52,665 $ 52,665
2026-2030 1,104 119 1,223 o g . . .
of certain improvements to the Electric System, including
2031 238 6 244 the conversion of certain residential and commercial
$ 2,314 375 § 2,687 distribution circuits, to fund a deposit in the Parity
Reserve Fund and to pay the costs of issuance. Payable
in installments ranging from $2,210 to $4,195. Interest
rates range from 3.00% to 5.00%. Payments are made
semiannually on June 1 and December 1, with the final
payment to be made on June 1, 2040. The bonds are
(B) Revenue Bonds Payable secured by a pledge of net revenues of the Electric
Enterprise Fund, as well as all amounts on deposit in the
All the revenue bonds issued by the Electric or Water Utility  accounts established under the indenture, including the
Funds are secured by a pledge of a lien upon the net revenues ~ fserve account.
of the Electric or Water Utility Funds, depending on the  Less:
purpose of the debt, as well as all amounts on deposit in the it peiitm - -
Original issue discount/premium (198) 201

funds and accounts established under the indenture, including
the reserve account. Net reserves include all revenues Long-term Bonds Series B of 2010 $ 52,467 $ 52,866
received by the Electric or Water Utility Funds, less
amounts required for payment of operating expenses.
During the fiscal year, the Electric and Water 2010A

B
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Electric Water
2012 Series A Bonds: 2020 2019 2010B Series Bonds: 2020 2019
These bonds were issued to refund on a current basis all $ 2235 $ 3,275 These bonds were issued to finance the costs of the 2010 $ 27,945 $ 27,945
. 8 ’ ’ Water Project and to pay the costs of issuance of the
of the outstanding 2002 Electric Bonds and to pay the . . .
ts of issuance of the Series 2012A Bonds. Payable in Series 20108 Bonds. Payable in installments ranging
f)os S 0 . . Y from $850 to $2,275. Interest rates range from 4.89% to
installments ranging from $375 to $1,145. Interest rates 5.79%. Payments are made semiannually on June 1 and
range from 2.00% to 5.00%. Payments are made December 1, with the final payment to be made on June
semiannually on June 1 and December 1, with the final 1, 2040. The bonds are secured by a pledge of net
payment to be made on June 1, 2022. The bonds are revenues of the Water Enterprise Fund, as well as all
secured by a pledge of net revenues of the Electric amounts on deposit in the accounts established under the
Enterprise Fund, as well as all amounts on deposit in the indenture, including the reserve account. The City
accounts established under the indenture, including the expects to receive a direct cash subsidy from the United
RS EEEEIN, Stales Departmen_t of Treasury equal to 35% of the
interest on the Series 2010B Bonds.
Less:
Current portion (1,090) (1,040) Less:
Original issue discount/premium 53 115 Current portion - -
Original i di t/] i 86 93
Long-term Bonds Series A of 2012 $ 1,198 $ 2,350 e 86 ©3)
Long-term Bonds Series B of 2010 $ 27,859 $ 27,852
Total Electric long-term revenue bonds payable $ 53,665 $ 65,470 Total Water long-term revenue bonds —
payable $ 27,859 $ 30,045
Water
2010A Series Bonds: 2020 2019 The Electric and Water Funds are in compliance with the covenants
These bonds were issued to refund on a current basis all $ - $ 2,960 contained in the various debt indentures, which require the
of the outstanding 1998 Water Bonds, finance the costs establishment of certain specific accounts for the revenue and
of certain improvements to the City's water system and / fundi bond
to pay the costs of issuance of the Series 2010A Bonds. revenue/rerunding bonds.
Payable in installments ranging from $165 to $970.
Interest rates ranged from 2.00% to 5.00%. Payments A schedule of aggregate maturities on bonds payable subsequent
were made semiannually on June 1 and December 1. t H .
o June 30,2020 is as follows:
These bonds were paid off in May 2020. The bonds !
were secured by a pledge of net revenues of the Water
9 % 8 Electric Water
Enterprise Fund, as well as all amounts on deposit in the s s
accounts established under the indenture, including the mrincipal gginterest friclpil gEginterest jLotal
reserve account.
2021 1,090 3,406 - 1,568 6,065
Less: 2022 1,145 3,352 - 1,568 6,066
Current portion B (895) 2023 - 3,295 850 1,568 5,714
Original issue discount/premium R 128 2024 2,210 3,295 1,050 1,527 8,082
2025 2,295 3,160 1,085 1,475 8,015
Long-term Bonds Series A of 2010 $ - $ 2,193 2026-2030 12,950 13,573 6,020 6,456 38,999
2031-2035 15,830 9,211 8,355 4,549 37,945
2036-2040 19,380 3,775 10,585 1,885 35,625
Total S 54,900 43,069 ® 27,945 20,596 $ 146,510
QORBAN,
& . WATER AND " Electric Series 2010B Bonds are Build America Bonds. $42,900 of the Electric
> b POWER interest shown is gross of the expected receipt of Federal Subsidy equal to 35% of the
2 interest payment due.
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(C) Pledged Revenue

The Electric and Water Utility Funds have debt issuances
outstanding that are collateralized by the pledging of utility net
revenues. The amount and term of the remainder of these
commitments are indicated in the Revenue Bonds Payable tables in
Section (B). Utility net revenues are pledged to secure the payment
of the principal and redemption premium, if any, and interest on
the bonds outstanding, and any parity debt. All remaining utility net
revenues, after making the aforementioned secured payments, will
be available to the Electric and Water Funds for all lawful utility
purposes. The pledge of utility net revenues shall be irrevocable
until all of the bonds and parity debt are no longer outstanding.

Total Total Principal Interest
FY 19-20 Net Bond Bond Paid this Paid this
Revenue Principal Interest Fiscal Fiscal
Pledged Debt Debt Year Year
Electric Utility ~ $ 20,173 54,900 43,069 14,575 4,071 W
Water Utility ~ $ 6,208 27,945 20,596 290 @ 1687 OO

(' Net of 2012B Series Build America Bonds (BAB) Federal subsidy rebates.
@ For 2010A Series Bonds.
®) Includes interest only payments of $1,568 for 2010B Series Bonds.

(D) Utility Funds’ Long-Term Liabilities

The following is a summary of changes in the Electric Utility Fund’s
long-term liabilities as of June 30, 2020:

Due within

July 1, 2019 Additions Retirements July 1, 2020 1 Year
Revenue Bonds Payable:
2010 Series A Bonds $ 13,535 (13,535) - 8
2010 Series B Bonds 52,665 - 52,665 -
2012 Series A Bonds 3,275 (1,040) 2,235 1,090
Compensated Absences 5,749 3,558 (2,813) 6,494 280
$ 75,224 3,558 (17,388) 61,394 § 1,370
Less current portion (4,820) (1,370)
Less unamortized bond premium
(discount) 480 (145)
Total $ 70,884 $ 59,879
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The following is a summary of changes in the Water Utility Fund’s
long-term liabilities as of June 30, 2020:

Due within
July 1,2019  Additions Retirements July 1, 2020 1 Year
Loans and Revenue Bonds Payable:
Intergovernmental Loan Payable $ 356 (26) 330 § 26
Intergovernmental Loan Payable 2,494 (180) 2,314 184
Intergovernmental Loan Payable 2,236 (147) 2,089 151
Intergovernmental Loan Payable 1,318 (79) 1,238 81
2010 Series A Bonds 2,960 (2,960) -
2010 Series B Bonds 27,945 - 27,945 -
Compensated Absences 817 537 (425) 928 63
$ 38,124 537 (3,816) 34,844 § 506
Less current portion (1,393) (506)
Less unamortized bond premium
(discounts) 37 (36)
Total $ 34,254

36,768 $

NOTE 10: Customer Deposits

A portion of the Utility’s customer deposits are nonrefundable due
to a mandate from the State of California (Electric Utility) and a
BWP Board motion (Water Utility). California AB 1890 directs
municipalities, including the Electric Utility, to spend 2.85% of its
electric revenues for Public Benefits’ (PB) programs, including
investment in renewable resources. The entire unspent portion of
the PB obligation for the Electric Utility has been recorded in the
Electric Utility Fund’s liabilities, included in customer deposit
liabilities. The amount of the PB obligation is part of customer
deposits, but reported as the PB liability. The unspent portion of
the PB obligation as of June 30, 2020 and 2019 is $6,990 and
$6,069, respectively.

NOTE 11: Related Party Transactions

The City allocates certain administrative and overhead costs to the

Electric and Water Utility Funds in the other operating expenses

category. These costs for the years ended June 30, 2020 and 2019
were as follows:

WATER AND
POWER
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Electric Water
2020 2019 2020 2019
Administrative and overhead costs ~ $ 6,087 5,992 2,070 1,999
Total $ 6,087 5,992 2,070 1,999

The City receives a 7% Utility Users Tax on electric revenues that is
not reflected in the Electric Utility Fund’s financial statements; it is
recorded directly into the General Fund. This tax for the year ended
June 30, 2020 and 2019 is as follows:

Electric
2020 2019
Utility Users Tax $ 10,461 10,856
Total $ 10,461 10,856

In addition the City receives a 7% In-lieu of Taxes on electric retail
revenues that is not reflected in the Electric Fund’s financial
statements; it is recorded directly into the General Fund. This tax
for the year ended June 30, 2020 is Electric in-lieu of $8,638 and
Street Lighting in-lieu of $2,356.

A loan balance owed to the Electric Utility from the Street Lighting
Fund has been recorded as Due from the City. In FY 2011-12, the
original loan amount was $1,053. During the fiscal year $390 was
paid from the Street Lighting Fund to the Electric Fund, and the loan
was paid in full.

During the fiscal year, the Water Utility borrowed $2,500 from the
City for the purchase of cyclic storage water from MWD. The
interest rate for this loan is the City’s pooled investment return rate
with a term not to exceed 4 years. Last fiscal year, the Utility
borrowed $3,950 from the City, also for the purchase of cyclic
storage water from MWD. The interest rate for this loan is at the
City’s pooled investment return rate with payment terms not to
exceed August 2027. The loan payable balance at fiscal year-end is

NOTE 12: Power Supply and Fuel Expenses - Retail
A) Retail Energy Supply

The City receives electricity through firm contracts, local
generation and market purchases. The majority of electricity is
delivered through firm contracts, which include “take or pay”, “take
and pay” and term purchases. Local generation and market
purchases supplement firm contracts to meet the City’s retail load
requirements.

B) Joint Powers Agency Contracts

The City, through its Electric Utility Fund, has entered into several
"take or pay" contracts and “take and pay” contracts through its
participation in two joint power agencies, the Intermountain Power
Agency (IPA) and the SCPPA in order to meet the electric needs of
its customers. These contracts are not considered joint ventures
since the City has no interest in the assets, liabilities, or equity
associated with any of the projects to which these contracts refer.

Under the “take or pay” contract, the City is obligated to pay its
share of the indebtedness regardless of the ability of the
contracting agency to provide electricity or the City’s need for the
electricity. The City is only obligated to pay its share of the
indebtedness upon delivery of energy under the “take and pay”
contracts. However, in the opinion of management, the City does
not have a financial responsibility for purposes of GASB Statement
No. 14, "Financial Reporting Entity", because the IPA and SCPPA do
not depend on revenue from the City to continue in existence.

These contracts constitute an obligation of the Electric Utility Fund
to make debt service payments from its operating revenues. The
Electric Utility Fund's share of debt service is not recorded as an
obligation on the accompanying basic financial statements;
however, it is included as a component of its power supply

$6,450. expenses.

B
PPN,

% | WATER AND
b POWER

34

e\TY o,



CITY OF BURBANK * ELECTRIC AND WATER UTILITY FUNDS * NOTES TO THE BASIC FINANCIAL STATEMENTS
FISCAL YEAR ENDED JUNE 30, 2020 * (in thousands, with certain comparative summary information for the fiscal year ended June 30, 2019)

During the fiscal years ended June 30, 2020 and 2019, the Electric
Fund made payments totaling $58,243 and $55,239 for "take or
pay" contracts, respectively, and $16,071 and $19,015 for the "take
and pay" contract, respectively.

(a) Intermountain Power Agency (IPA)

In 1980, the City, along with the California Cities of Los Angeles,
Anaheim, Glendale, Pasadena and Riverside, entered into a power
sales contract with IPA, which obligates each purchaser to purchase,
on a "take or pay" basis, a percentage share of capacity and energy
generated by the Intermountain Power Project (IPP) in Utah. The
City, through contract, is entitled to 60 MW or 3.371% of the 1,800
MW of generation at the plant. In addition, the City entered into an
Excess Power Sales Agreement, also on a "take or pay" contract,
with Utah municipal and cooperative IPP purchasers, which
provides for the City to obtain up to an additional 0.797% (14 MW)
when not used by the Utah municipal or cooperative IPP purchasers.

(b) Southern California Public Power Authority (SCPPA)

SCPPA membership consists of 11 Southern California cities and
one public irrigation district of the State of California, which serves
the electric power needs of its Southern California electricity
customers. SCPPA, a public entity organized under the laws of the
State of California, was formed by a joint powers agreement dated
November 1, 1980, pursuant to the Joint Exercise of Powers Act of
the State of California. SCPPA was created for the purpose of
planning, financing, developing, acquiring, constructing, operating
and maintaining projects for the generation and transmission of
electric energy for sale to its participants. The joint power
agreement has a term of 50 years.

Southern Transmission System Project (STS)

Pursuant to an agreement dated May 1, 1983 with the IPA, SCPPA
made payments-in-aid of construction to IPA to defray all
costs of acquisition and construction of the STS, which
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provides for the transmission of energy from the Intermountain
Generating Station in Utah to Southern California. STS commenced
commercial operations in July 1986. The Department of Water and
Power of the City of Los Angeles (LADWP), a member of SCPPA,
serves as project manager and operating agent of IPP. The STS
consists of a 488 mile transmission line and the associated
converter station on each end. The 500 kV DC bi-pole transmission
lines are currently rated at 2,400 megawatts (MW) as a result of an
upgrade completed in December 2010. The City’s ownership share
of this project is 4.498%.

Magnolia Power Project (MPP)

In March 2003, the City, along with the Cities of Anaheim, Cerritos,
Colton, Glendale and Pasadena, entered into a power sales
agreement with SCPPA for MPP. MPP commenced commercial
operations in Burbank, California in September 2005. MPP is a
combined-cycle natural gas-fired generation plant with a nominal
rate net base capacity of 242 MW, but can boost its output to 310
MW, if needed. The City has entitlement up to 97.6 MW or
30.992% of its output. The City’s share of outstanding debt is
32.350% which excludes debt relating solely to the City of Cerritos.
The City is also MPP’s operating agent.

Prepaid Natural Gas Project (PNGP)

The PNGP primarily consists of the acquisition by SCPPA of the
right to receive an aggregate amount of approximately 135 billion
cubic feet of natural gas, which subsequently was reduced to
approximately 90 billion cubic feet as a result of restructuring to
accelerate a portion of the long-term savings, reduce the remaining
volumes of gas to be delivered, and shorten the overall duration of
five prepaid agreements (with the City, and the Cities of Anaheim,
Colton, Glendale and Pasadena).

The City’s natural gas supply agreement with SCPPA is
expected to provide approximately one-fourth of the

WATER AND City’s gas requirements for MPP. The City has no
POWER

obligation under the natural gas supply agreement to pay
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for gas not delivered.
Milford | Wind Project (M1WP)

M1WP is located near Milford, Utah and began commercial
operations in November 2009. The facility is a 200 MW nameplate
capacity wind farm comprised of 97 wind turbine generators,
delivered by a 90 mile transmission line, 345 kV, extending from the
generation site to the IPP switchyard in Delta, Utah. This plant
generates enough capacity to supply electricity to power more than
60,000 homes and offset over 366,000 tons per year of carbon
dioxide that would otherwise be emitted from a coal-powered plant.
SCPPA (on behalf of project participants LADWP, the City and the
City of Pasadena, California) acquired 100.000% of this facility and
issued bonds in 2010 to finance the purchase by prepayment of a
specified quantity of energy from this facility over the 20-year
delivery term, with a guaranteed annual quantity in each year. The
City’s share of this project is 5.000% of the total capacity of 10 MW,
energy, and environmental attribute rights produced at this facility.

Mead-Adelanto Project (MA)

SCPPA also entered into an agreement dated December 17, 1991 to
acquire a 67.917% interest in the MA, a transmission line extending
between the Adelanto substation in Southern California and the
Marketplace substation in Nevada. Funding for these projects was
provided by a transfer from the Multiple Projects Fund, and
commercial operations commenced in April 1996. LADWP serves as
the operations manager of MA. The project is a 202 mile, 500 kV AC
transmission line with a rating of 1,200 MW. The City’s ownership
share of MAis 11.534%.

Tieton Hydro Project (THP)

This facility was acquired by SCPPA in November 2009 with
100.000% of entitlement shares. Each of the two project

participants, the City and the City of Glendale, California,  srBax,
have an equal 50.000% entitlement share of this project. ¢ B

THP is a run of the reservoir hydroelectric facility, comprised

WATER AND
POWER

of a powerhouse constructed at the base of the United States
Bureau of Reclamation (USBR) Tieton Dam on the Tieton River in
the State of Washington, on a 21 mile, 115 kV transmission line
from the plant substation to the interconnection of the electrical
grid. The powerhouse has a maximum capacity of 20 MW, with a
nameplate capacity of 13.6 MW. USBR owns and operates the dam
and controls the flows into the Tieton River from the Rimrock Lake
reservoir, which was created by the dam. Average annual
generation from this plant is approximately 48,000 megawatt
hours (MWh). The City is also Tieton’s operating agent.

Mead-Phoenix Project (MP)

SCPPA entered into an agreement dated December 17, 1991 to
acquire an interest in the MP, a transmission line extending
between the West Wing substation in Arizona and the
Marketplace substation in Nevada. The agreement provides
SCPPA with an 18.308% interest in the West Wing-Mead project, a
17.756% interest in the Mead substation project component and a
22.408% interest in the Mead-Marketplace component. The
project is a 256 mile, 500 kV AC transmission line with a rating of
1,300 MW. The City’s ownership share of MP is 15.400%.

Natural Gas Project (NGP)

The NGP was acquired by SCPPA in 2005 and 2006 and is being
developed for the primary purpose of providing the participants
with stable long-term supplies of gas for the purpose of fueling
their electric generation needs. SCPPA issued 2008 Bonds to
provide monies for the refinancing of the City's share of the costs
of acquisition and development of the NGP through the
redemption of a portion of SCPPA's draw down bonds previously
issued for the NGP. SCPPA has sold entitlements to 100.000% of
the production capacity of the NGP pursuant to separate gas sales
agreements with the five participants - the City, and the Cities of
Anaheim, Colton, Glendale and Pasadena. The
participants are obligated to pay for such production
capacity, including amounts required to pay debt service
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on bonds issued to finance their respective share of the NGP, on a
"take or pay" basis. The City has 14.286% of entitlement shares in
the Pinedale, Wyoming Subproject (2005 purchase), and 27.273%
of entitlement shares in the Barnett, Texas Subproject (2006
purchase).

Ameresco/Chiquita Landfill Gas Project

Ameresco/Chiquita Landfill Gas Project is located in Valencia,
California near Lake Castaic and began commercial operations in
November 2010. The renewable energy is generated using landfill
gas produced at the Chiquita Canyon Landfill. This plant has a total
generating capacity of 10 MW and SCPPA members receive
100.000% of the project output. The project participants are the
City and the City of Pasadena. The City contracted to purchase
approximately 16.700% or 1.7 MW.

Don A Campbell Geothermal (aka Wild Rose)

In November 2013, the City began to receive geothermal energy
output from the Wild Rose Geothermal (aka Don A. Campbell)
Project, located in Mineral County, Nevada. The term of this
agreement is 20 years. This is a geothermal power generating
facility with a generating nameplate capacity of 25 MW and a
projected capacity of 16.2 MW. The City and the City of Los
Angeles are project participants. The City contracted to purchase
approximately 15.380% (3.845 MW).

Pebble Springs Wind Project

Pebble Springs is located in Gilliam County, Oregon, near the town
of Arlington and began commercial operations in early 2009. The
term of this agreement is 18 years. The City, and the Cities of Los
Angeles and Glendale receive the entire energy output of 99 MW.
The City contracted to purchase approximately 10.000% (10 MW).

Copper Mountain 3 Solar Project

QRN

Copper Mountain 3 Solar Project is located near Boulder
City, Nevada, approximately 25 miles southeast of Las
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FISCAL YEAR ENDED JUNE 30, 2020 * (in thousands, with certain comparative summary information for the fiscal year ended June 30, 2019)

Vegas, Nevada.

The facility is the third phase of one of the largest photovoltaic
solar facilities in the U.S. situated on about 1,400 acres of land. The
City and the City of Los Angeles entered into a 20-year power sales
agreement through SCPPA. The City’s share of this project is
16.000% (40 MW) of the total capacity of 250 MW. In May 2014,
ahead of schedule, the City began to receive solar energy output
from Copper Mountain 3. The plant went from partial commercial
operations to full commercial operations in 2015.

A summary of the City’s contracts and related projects and its
commitments at June 30, 2020 are shown below:

City of Burbank obligation
relating to total debt
service
14,758

City of Burbank share of
bonds
15,509 $

City of Burbank portion*
3.371% $

Intermountain Power Project

ScppA: @
Southern Transmission System
Magnolia Power Project (Project A)
Prepaid Natural Gas Project #1
Milford I Wind Project
Tieton Hydropower Project
Natural Gas Project - Barnett
Natural Gas Project - Pinedale
SCPPA Total

4.498%
32.350%
33.000%

5.000%
50.000%
100.000%
100.000%

14277
26,236
91,445

5,297
17,148
10,417

3,363

168,183

183,692 $

16,543
40,290
133,791
6,705
26,492
14,167
4,574
242,562

Total $ 257,320

* Burbank shares in % and amounts are estimated based on weighted average.

() Al SCPPA listed obligations are "take or pay" contracts except the Prepaid Natural Gas Project #1, a "take and pay"
contract, and the Milford I Wind Project, a prepaid purchase power agreement.

The following schedule details the amount of principal and interest

that is due and payable by the City as part of the joint power

agency contracts, by project, in the fiscal year indicated (year
ending June 30).

WATER AND
POWER
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Intermountain Power Project
SCPPA:
Southern Transmission System
Magnolia Power Project (Project A)
Prepaid Natural Gas Project #1
Milford I Wind Project
Tieton Hydropower Project
Natural Gas Project - Barnett
Natural Gas Project - Pinedale
Total

Intermountain Power Project
SCPPA:
Southern Transmission System
Magnolia Power Project (Project A)
Prepaid Natural Gas Project #1
Milford I Wind Project
Tieton Hydropower Project
Natural Gas Project - Barnett
Natural Gas Project - Pinedale
Total

Intermountain Power Project
SCPPA:
Southern Transmission System
Magnolia Power Project (Project A)
Prepaid Natural Gas Project #1
Milford I Wind Project
Tieton Hydropower Project
Natural Gas Project - Barnett
Natural Gas Project - Pinedale
Total

2020/21 2021/22 2022/23
Principal Interest Principal Interest Principal Interest
$ 6,233 (250) 5,198 (372) 3,707 (131)

3,537 691 2,672 527 2,826 398

= = 1,956 2,853 906 1,214

2,950 4,653 3,203 4,498 3,713 4,330
481 264 505 240 530 216
553 850 583 820 613 788
1,096 607 1,036 547 983 490
354 196 334 177 317 158
$ 15,204 7,011 15,487 9,290 13,595 7,463

2023/24 2025/30
Principal Interest Principal Interest Principal Interest
$ 371 2 = = = =

1,217 256 1,277 196 2,748 198
984 1,170 1,063 1,119 6,732 4,709
4,240 4,135 4,886 3,912 32,658 15,254
555 189 584 161 2,642 338
647 750 1,458 715 3,413 2,825
929 435 888 384 4,018 fIR55)
301 140 287 124 1,297 373
$ 9,244 7,077 10,443 6,611 53,508 24,852

2030/35 Total
Principal Interest Principal Interest Principal Interest
$ = = = = 15,509 (751)

- - 5 5 14,277 2,266

9,725 2,745 4,870 244 26,236 14,054
39,795 5,564 = = 91,445 42,346
- - - - 5,297 1,408

4,358 1,883 5,523 713 17,148 9,344
1,467 132 5 5 10,417 3,750
473 43 = = 3,363 1,211

$ 55,818 10,367 10,393 957 183,692 73,628

During the fiscal year, the outstanding principal and interest for the
Mead Adelanto and Mead Phoenix Projects were paid in full.

For further
WWW.SCPpa.org.

Hedge Policies and Outstanding Hedge Contracts

information

regarding SCPPA,

please visit

The Electric Utility Fund utilizes natural gas hedging as outlined in
its Energy Risk Management Policy. For the fiscal year, the Electric
Utility Fund has entered into physical hedge contracts for the
delivery of natural gas. The purpose of hedging is to

protect against fluctuating prices and deliver stable and
competitive rates to its retail customers.

B
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Greenhouse Gas Cap-and-Trade Program

The State of California has implemented a greenhouse gas cap-and-
trade program, under California Assembly Bill 32 (the California Global
Warming Solutions Act of 2006), to reduce greenhouse gas
emissions. At June 30, 2020, the City of Burbank has sufficient freely
allocated greenhouse gas allowances for the current compliance
period.

NOTE 13: Purchased Power and Fuel Expenses - Wholesale

The Electric Utility Fund has been involved in the wholesale market for
many years. Since 2000, the Electric Utility Fund’s strategy has been
one of primarily optimizing revenues from temporarily underutilized
electric assets to develop wholesale net margins that reduce its power
supply expenses.

The Electric Utility continues using the wholesale margin as an offset to
its overall power supply expenses. Wholesale margins for the years
ended June 30, 2020 and 2019 are as follows:

2020 2019
Wholesale Revenues $ 15,442 21,791
Wholesale Costs 14,126 20,273
Wholesale Margin $ 1,316 1,518

NOTE 14: Deferred Inflows of Resources / Unearned Revenue

On January 22, 2013 the Electric Utility was awarded a grant of $1,000
from the California Energy Commission (CEC) in support of the
Department of Energy’s systems’ modernization capital projects
funded during fiscal years 2010-11 through 2014-15. In fiscal year
2015-16 the CEC also awarded a grant for an additional $164 for
installation of new electric vehicle charging stations. The Electric

Utility is deferring payments received for these capital

WATER AND assets to match corresponding depreciation expense over
POWER
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their useful lives, as allowed by Accounting Standards Codification
980 rules under GASB Statement No. 62. The Electric Utility
recognized revenue and depreciation expense of $94 for this fiscal
year and the prior fiscal year. The deferred CEC payments were
reported as regulatory credits in deferred inflows of resources and
were $421 for this fiscal year, compared to $515 for the prior fiscal
year.

During fiscal year 2014-15, the Electric Utility sold greenhouse gas
allowance credits at auction, resulting in proceeds of $69. These
proceeds were reported as deferred inflows of resources, and will
remain deferred until such time that the City Council authorizes
use that supports the intent of California Assembly Bill 32, which
includes mitigating risks associated with climate change while
improving energy efficiency, expanding the use of renewable
energy resources, cleaner transportation, and reducing waste.

The Electric Utility constructed an electrical substation on
approximately 0.32 acres of land owned by the City at the
southwest corner of the intersection of N. Ontario Street and
Winona Avenue. During the prior fiscal year, accumulated
contributed funds of $6,440 received in 2017 and 2018 were
recognized as revenue, as construction was completed in January
2019.

The California Air Resources Board initiated a program, Low
Carbon Fuel Credits Standard (LCFS), to reduce carbon intensity in
transportation fuels as compared to conventional petroleum fuels,
such asgasoline and diesel. In fiscal year 2017-18, the Electric
Utility sold 7,000 credits for $1,249, and the revenue was deferred.
During the prior fiscal year, revenue was recognized for these
credit sales since the LCFS credits were transferred to buyers.
During this fiscal year, the Electric Utility sold 8,500 credits for
$1,734. These LCFS credit sales were recognized as revenue, net
of broker fees of $2.

. rB4
Deferred inflows of resources and unearned revenue as of 2° %

Electric Utility Unearned / Deferred Revenue 2020 2019 2014 - 2018 Total
Ontario Substation aid-in-construction $ (6,440) 6,440 $

Deferred aid-in-construction payments $ (6,440) 6,440 $

Systems Modernization expenditures - 1,000 $ 1,000

Deferred California Energy Commission (CEC)
payments recognized (94) (94) (391) (579)

Deferred CEC payments $ (94) $ (94) $ 609 $ 421
Deferred greenhouse gas allowance sales

proceeds - - 69 69
Deferred LCFS Credits $ - $ (1,249) $ - $

Total Unearned / Deferred Electric Revenue $ (94) $ (7,783) $ 678 $ 490

The Water Utility has recorded contributed regulatory assets from
prior periods for the Burbank Empire Center and Bob Hope Airport
of $3,651 and $1,078, respectively. During the fiscal year the
Water Utility recognized revenue and depreciation expense of
$118, respectively. For the fiscal year, the Water Utility’s
regulatory credits balance for the contributed assets is $2,654,
compared to $2,772 for the prior fiscal year. These regulatory
credits are reported as deferred inflows of resources.

NOTE 15: Nonoperating Expense

During the fiscal year the City made an additional lump sum
Miscellaneous Plan payment to CalPERS to reduce the City’s
unfunded actuarial liability. The portion allocated to the Electric
and Water Funds was $3,434 and $553, respectively. These
unfunded liability reduction allocations are reported in
Nonoperating income (expenses).

NOTE 16: Retirement Plan

A) Pension Plans

The Utility Funds participate in the City’s Miscellaneous Employee
Defined Benefit Plans and the Utility Funds’ share of net pension
liability is reported as a cost sharing plan in these
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June 30, 2020 are as follows:

~a | WATER AND financial statements.
\,h) POWER
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1. Plan Descriptions

All qualified permanent and probationary employees are eligible to
participate in the City’'s Miscellaneous (Non-Safety) Employee
Pension Plans, an agent multiple-employer defined benefit pension
plan administered by the California Public Employees’ Retirement
System (CalPERS), which acts as a common investment and
administrative agent for its participating member employers.
Benefit provisions under the Plan are established by State statute
and City resolution. CalPERS issues publicly available reports,
which can be found on the CalPERS website, that include a full
description of the pension plans regarding benefit provisions,
assumptions and membership information.

2. Benefits Provided

CalPERS provides service retirement and disability benefits, annual
cost of living adjustments and death benefits to plan members, who
must be public employees and beneficiaries. Benefits are based on
years of credited service, equal to one year of full time
employment. Members with five years of total service are eligible
to retire at age 50 to 62 with statutorily defined benefits. For
employees hired into a plan with the 2.5% at 55 formula, eligibility
for service retirement is age 50 with at least 5 years of service.
PEPRA (Public Employees’ Pension Reform Act) miscellaneous
members become eligible for service retirement upon attainment
of age 52 with at least 5 years of service. All members are eligible
for non-duty disability benefits after 5 years of service. The death
benefit is one of the following: the Basic Death Benefit, the 1957
Survivor Benefit, or the Optional Settlement 2W Death Benefit.
The cost of living adjustments for each plan are applied as specified
by the Public Employees’ Retirement Law.

Miscellaneous

Prior to On or After
Hire date January 1, 2013 January 1, 2013
Benefit formula 2.5% @55 2% @62

Benefit vesting schedule 5 years of service 5 years of service
Benefit payments monthly for life monthly for life
Retirement age 50 -55 52 - 67

Monthly benefits, as a % of eligible

compensation 2.0% to 2.5% 1.0% to 2.5%
Required employee contribution rates 8.00% 6.50%
Required employer contribution rates 8.863% 5.75%
Payment of unfunded liability $14,324,928 -

3. Contributions

Section 20814(c) of the California Public Employees’ Retirement
Law requires that the employer contribution rates for all public
employers be determined on an annual basis by the actuary and
shall be effective on the July 1 following notice of a change in the
rate. The total plan contributions are determined through CalPERS'
annual actuarial valuation process. The actuarially determined rate
is the estimated amount necessary to finance the costs of benefits
earned by employees during the year, with an additional amount to
finance any unfunded accrued liability. The City is required to
contribute the difference between the actuarially determined rate
and the contribution rate of employees. City Contribution rates
may change if plan contracts are amended. Payments made by the
employer to satisfy contribution requirements that are identified by
the pension plan terms as plan member contributions requirements
are classified as plan member contributions.

B) Net Pension Liability

As of June 30, 2020 and 2019, the Electric and Water Utility Funds
reported net pension liabilities for its proportionate

The Plan’s provisions and benefits in effect at the June 30,
2019 measurement date, are summarized as follows:

&%‘BRBAMF shares of the net pension liability of the Miscellaneous
s B :‘g‘;‘é‘;“"b Plan as follows:
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Proportionate Share of Net Pension Liability

June 30, 2020 June 30, 2019

Electric Utility Fund S
Water Utility Fund

74,938 S
12,114

73,226
11,499

The Electric and Water Utility Funds’ net pension liability for each
Plan is measured as the proportionate share of the net pension
liability. The net pension liability of each of the Plans is measured as
of June 30, 2019, using an annual actuarial valuation as of June 30,
2018 rolled forward to June 30, 2019 using standard update
procedures. The Electric and Water Utility Funds’ proportionate
share of the net pension liability was based on a projection of the
Electric and Water Utility Funds’ long-term share of contributions
to the pension plans relative to the projected contributions of all
participating employers, actuarially determined. The Utility’s
proportionate share of the net pension liability for the
Miscellaneous Plan as of June 30, 2018 and 2019 measurement
dates were as follows:

Electric Utility Water Utility
Proportion - June 30, 2018 34.96% 5.49%
Proportion - June 30, 2019 34.27% 5.54%
Change - Increase (Decrease) -0.69% 0.05%

C) Pension Expenses and Deferred Outflows /Inflows of
Resources Related to Pensions

Deferred outflows of resources represent a consumption of net
position that applies to a future period and will not be recognized as
an outflow of resources (expense/expenditure) until that time. The
Utility has the following pension outflow that qualifies for reporting
in this category:

B
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Deferred outflow related to pensions equal to employer
contributions made after the measurement date of the net
pension liability.

Deferred outflows from pensions resulting from changes in
assumptions. These amounts are amortized over a closed
period equal to the average expecting remaining service lives
of all employees that are provided with pensions through the
Plan.

Deferred outflows from pensions resulting from differences
between actual and expected experiences. These amounts
are amortized over aclosed period equal to the average
expecting remaining service lives of all employees that
are provided with pensions through the Plan.

Deferred inflows of resources represent an acquisition of net
position that applies to a future period and will not be recognized
as an inflow of resources (revenue) until that time. For reporting
purposes, pension inflows have been combined on the Statement
of Net Position. The Utility has the following pension inflows that
qualify for reporting in this category:

Deferred inflows related to pensions resulting from the
difference in projected and actual earnings on investments of
the pension plan fiduciary net position. These amounts are
amortized over five years.

Deferred inflows related to pensions for differences between
expected and actual experiences. These amounts are
amortized over a closed period equal to the average of the
expected remaining service lives of all employees that are
provided with pensions through the Plan.

WATER AND
POWER
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o Deferred inflows from pensions resulting from changes Year Ending - -
in assumptions. These amounts are amortized over a closed Electric Utility Water Utility
period equal to the average expecting remaining service lives 2021 832 135
of all employees that are provided with pensions through the Ao (2,297) (371)
Plan. 2023 (263) (43)
2024 244 39
2025 ; ;
For the year ended June 30, 2020, the City recognized a debit to Thereafter - -
pension expense for the Electric and Water Utility of $13,935 and Total Deferred Inflows
$2,253, respectively. At June 30, 2020, the City reported deferred of Resources S (1484) 5 (239)

outflows of resources and deferred inflows of resources related to
pensions from the following sources: . .
1. Actuarial Assumptions

Deferred Outflows of Deferred Inflows of

The total pension liabilities in the June 30, 2018 actuarial

Resources Resources
valuations were determined using the following actuarial
assumptions:
Electric Water Electric Water
Pension contributions Miscellaneous Plan
subsequent to measurement S 11,865 1,918 Valuation Date June 30, 2018
date Measurement Date June 30, 2019
: Actuarial Cost Method Entry-Age Normal
Differences bet\'/veen actual and $ 375 141 (1,572) (254) Eyosthethod
expected experience . )
Actuarial Assumptions:
Change in assumptions 1,055 171 (584) (94) Discount Rate 7.15%
Inflation 2.75%
Net differences between Payroll Growth 3.00%
projected and actual earnings on (1,258) (203) Projected Salary Increase 3.2% - 12.2% ©
plan investments Mortality @
Total $ 13,795 2,230 (3,414) (552) Post Retirement Benefit Increase
M Varies by entry age and service.
@ The mortality table used was developed based on CalPERS-
$11,865 and $1,918 reported as deferred outflows of resources specific data. The probabilities of mortality are based on the
. . . 2017 CalPERS Experience Study for the period from 1997 to 2015.
related to contributions subsequent to the measurement date will Pre-retirement and Post-retirement mortality rates includes 15
be recognized as a reduction of the net pension liability in the year years of projected mortality improvement using 90% of Scale MP-
. 2016 published by the Society of Actuaries. For more details on
endmg June 307 2021. Other amounts reported as deferred this table, please refer to the CalPERS Experience Study and
outflows of resources and deferred inflows of resources related to Review of Actuarial Assumptions report from December 2017 that
ensions will be recognized as pension expense as follows: R84 can be found on the CalPERS website.
P g P P : ,ﬁ‘) M G) The less of contract COLA (Cost -of-Living Adjustment) or 2.50%
S BN WATER AND until Purchasing Power Protection Allowance Floor on purchasing
5 b POWER power applies, 2.50% thereafter.
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All other actuarial assumptions used in the June 30, 2018 valuation
were based on the results of an actuarial experience study for the
period from 1997 to 2011, including updates to salary increase,
mortality and retirement rates. The Experience Study report can be
obtained at the CalPERS website under Forms and Publications.

a. Discount Rate

The discount rate used to measure the total pension liability was
7.15%. The projection of cash flows used to determine the
discount rate assumed that contributions from plan members will
be made at the current member contribution rates and that
contributions from employers will be made at statutorily required
rates, actuarially determined. Based on those assumptions, the
Plan's fiduciary net position was projected to be available to make
all projected future benefit payments of current plan members.
Therefore, the long-term expected rate of return on plan
investments was applied to all periods of projected benefit
payments to determine the total pension liability.

The long-term expected rate of return on pension plan investments
was determined using a building-block method in which expected
future real rates of return (expected returns, net of pension plan
investment expense and inflation) are developed for each major
asset class.

In determining the long-term expected rate of return, CalPERS took
into account both short term and long term market return
expectations as well as the expected pension fund cash flows. Using
historical returns of all the funds' asset classes, expected
compound (geometric) returns were calculated over the short-term
(first 10 years) and the long-term (11+ years) using a building-block
approach. Using the expected nominal returns for both short-term

that arrived at the same present value of benefits for cash flows as
the one calculated using both short-term and long-term returns.
The expected rate of return was then set equal to the single
equivalent rate calculated above and adjusted to account for
assumed administrative expenses.

The expected real rates of return by asset class are as follows:

New Real Return Real Return
Strategic Years Years
Asset Class (a) Allocation 1-10 (b) 11+ (c)
Global Equity 50.00% 4.80% 5.98%
Fixed Income 28.00% 1.00% 2.62%
Inflation Assets 0.00% 0.77% 1.81%
Private Equity 8.00% 6.30% 7.23%
Real Assets 13.00% 3.75% 4.93%
Liquidity 1.00% 0.00% -0.92%
Total 100.00%

(a) In the CalPERS CAFR, Fixed Income is included in Global Debt Securities; Liquidity is
included in Short-term Investments; Inflation Assets are included in both Global
Equity Securities and Global Debt Securities.

(b) An expected inflation of 2.0% was used for this period.

(c) An expected inflation of 2.92% was used for this period.

b. Sensitivity of the Net Pension Liability to Changes in the
Discount Rate

The following presents the net pension liability of the Utility for
the Miscellaneous Plan, calculated using the discount rate, as well
as what the Utility’s net pension liability would be if it were
calculated using a discount rate that is 1-percentage point lower or
1-percentage point higher than the current rate (actual amounts):

and long-term, the present value of benefits was calculated ORBAN,

for each fund. The expected rate of return was set by % \ WATER AND
: : : b POWER
calculating the rounded single equivalent expected return
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Utility
1% Decrease 6.15%
Net Pension Liability $ 135,548
Current Discount Rate 7.15%
Net Pension Liability $ 87,052
1% Increase 8.15%
Net Pension Liability $ 47,000

2. Pension Plan Fiduciary Net Position

Detailed information about the Miscellaneous pension plan’s
fiduciary net position is available in the separately issued CalPERS
financial reports.

NOTE 17: Post-Retirement Health Care Benefits
PEMHCA

The CalPERS Public Employees' Medical and Hospital Care Act
(PEMHCA) plan under the authority of section 22750 to 22948 of
the State of California's government code, is an agent multiple
employer plan. The City pays the required PEMHCA minimum
contribution for all miscellaneous employees retiring directly from
the City who enroll in a CalPERS medical plan. The 2020 PEMHCA
minimum contribution amount is $139.00 per month. In addition,
the City pays retiree health contribution amounts of $93.75 per
month for 16 management retirees, and $188.00 per month for 9
IBEW retirees. For these management/IBEW retirees, the
PEMHCA minimum required contribution of $139.00 is paid in
addition to the retiree health contribution amounts. The allocated
proportionate share to the retiree health contribution amounts to
the Utility is 12.79% to the Electric Fund and 2.32% to the
Water Fund. The PEMHCA benefit provisions are

established and amended through negotiations between f B

the City and its unions.

QORBAN,
WATER AND
POWER

BERMT

The Burbank Employees Retiree Medical Trust (BERMT) is a single
employer, defined benefit plan. The BERMT was established in
April 2003 by the city's employee associations to provide post
retirement medical benefits to all non-safety employees, including
elected and appointed officials. BERMT members represented by
a bargaining group are required to contribute $50.00 per pay
period, and the City contributes $50.00 per pay period for these
members. BERMT members unrepresented by a bargaining group
are not able to make employee contributions, and the City
contributes $100.00 per pay period for these members. BERMT
plan provisions and contribution requirements are established by
and may be amended by the BERMT board.

The trust is controlled by the seven voting members from the
various employee associations appointed to three year terms. The
City appoints an eighth member to the board, but that member is
non-voting. Investments are determined by the BERMT plan
trustees, and are governed by the Employee Retirement Income
Security Act of 1974 (ERISA) provisions.

Eligibility for benefits require that members are retired from the
City, and have reached age 58 with a minimum of 5 years of
contributions into the plan. The benefit ranges from $150.00 to
$630.00 in reimbursements per month based on number of
contributions, for eligible medical expenses. For the fiscal year
2019-20, the City contributed $1,412 to BERMT. BERMT is not
subject to GASB 75 reporting.

URMT

The Utility Retiree Medical Trust is an agent multiple employer
plan, established during the 2008-09 fiscal year for IBEW
members and 15 management employees as a
supplement to benefit payments from BERMT and
PEMHCA. The total target benefit is $1,200.00/month
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for individuals age 50 to age 64 and $750.00/month for those age
65 and above, with the exception that for qualifying employees who
retire after December 16, 2015 and who have not contributed to
Medicare while employed at Burbank and who are also not
otherwise eligible for premium-free Medicare Part A at age 65 and
older, the maximum amount at age 65 and older shall be $975.00/
month for fiscal year 2019-20, including payments from BERMT,
PEMHCA minimum and Utility Retiree Medical Trust. For the fiscal
year 2019-20 (measurement period of June 30, 2019), the City
contributed $167.

Funding Policy

The City has pre-funded the PEMHCA and URMT Plans through
CalPERS OPEB Trust (CERBT) and has a policy of contributing 100%
of the City's Actuarially Determined Contribution (ADC) each year.
For the fiscal year 2019-20 (measurement period of June 30, 2019),
the City contributed $3,941, consisting of $4,014 in CERBT
contributions netted against $73 in benefit payments and
administrative expense.

The CERBT is a tax qualified irrevocable trust, organized under
Internal Revenue Code (IRC) Section 115, established to pre-fund
OPEB as described in GASB Statement 45. The CERBT issues a
publicly available financial report that includes financial statements
and required supplementary information for the City, not
individualized, but in aggregate with the other CERBT participating
agencies.

This report may be obtained at the following address:

PEMHCA, CERBT—State of California, 400 Q Street, Sacramento,
CA 95811

Employees Covered

B
QRN

As of June 30, 2019 measurement date, the following 3 AN
current and former Miscellaneous employees were % b
covered by the URMT plan:

WATER AND
POWER

Net OPEB Liability - PEMHCA Plan URMT
Inactive employees or beneficiaries B
currently receiving benefits

Active employees 144
Total 200

Contributions

The URMT and PEMHCA contribution requirements are
established by City policy and may be amended. The annual
contribution is based on the actuarially determined contribution.
For the fiscal year ended June 30, 2020, the City's total
contributions of $4,282 consist of payments to the trust of $4,282.

Net OPEB Liability

The City's net OPEB liability was measured as of June 30, 2019 and
the total OPEB liability used to calculate the net OPEB liability was
determined by an actuarial valuation dated June 30, 2019. A
summary of the principal assumptions and methods used to
determine the total OPEB liability follows:

Miscellaneous Plan PEMHCA URMT

Valuation Date
Measurement Date
Actuarial Cost Method

June 30, 2019 June 30, 2019
June 30, 2019 June 30, 2019
Entry-Age Normal Entry-Age Normal

Cost Method Cost Method
Actuarial Assumptions:

Discount Rate 6.75% 6.75%
Inflation 2.75% 2.75%
Payroll Growth 3.00% 3.00%
Projected Salary Increase 3.00% 3.00%
Expected long term 6.75% 6.75%

investment rate of return

Healthcare cost trends 6.3% Medicare, 7.25% Non, decreasing

(PEMHCA) to 4% in 2076 and later
Benefit Increase trend rates 0% to 2022, then 4% after
(URMT)

Pre-retirement turnover Derived from CalPERS pension plan
Mortality @

() The probabilities of mortality are derived using CasIPERS 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. For more details on this table, please refer to
the 1997-2015 experience study report.
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The actuarial assumptions used in the June 30, 2019 valuation were Changes in Assumptions

based on a standard set of assumptions the actuary has used for Changes in assumptions since the measurement period June 30,

similar valuations, modified as appropriate for the City. 2018, consisted of updating Demographic assumptions to CALPERS

The | ¢ ted rate of ret determined Usi 1997-2015 Experience Study, Mortality improvement scale was

X el d.°”gt;lerkm exffc de, rah‘? r‘]’bret”mt,waf € erm'”i “5'“§ 3 updated to Scale MP-2019 for both PEHMCA and URMT, PEHMCA
utiding-biock method In which best-estimate ranges or expecte participation was lowered, and Age factors for age-based claims

future real rates of return (expected returns, net of OPEB plan .

. . . ® were revised for URMT.

investment expense and inflation) are developed for each major

asset class. These ranges are combined to produce the long-term Changes in the NET OPEB Liability

expected rate of return by weighing the expected future real rates

of return by the target asset allocation percentage and by adding ~ €haneesin the net OPEB liability - URMT

Increase (Decrease)

expected inflation. Best estimates of arithmetic real rates of return Total OPEB Plan Fiduciary Net OPEB
for each major asset class included in the OPEB plan's target asset Dability NetRosition Qabllity
allocation as of June 30, 2019 are summarized in the following  gajance at june 30, 2018 (Measurement date) 3 10,423 10,090 =
table: Changes in the year:
Service cost 299 - 299
Interest on the total OPEB liability 715 - 715
A Differences between actual and
New Strategic Expected Real expected experience 50 ) -
Asset Class Allocation Return Changes in assumptions 178 5 178
Global Equity 59.00% 4.82% CiemgEs o PemeisiEmms - - -
Contributions - employer - 167 (167)
Global Fixed Income 25.00% 1.47% Contributions - employee - 167 (167)
TIPS (Treasury Inflation- Net investment income - 657 (657)
. 5.00% 1.29% Benefit payments (285) (285) -
Protected Security) Administrative expenses - (2) 2
Real Estate 8.00% 3.76% letCGhanges 122 7 523
Commodities 3.00% 0.84% Balance at June 30, 2019 (Measurement date) S 11,670 10,794 876
100.00%
Discount Rate As of June 30, %020 the. Electric an.d Water Utility Funds reported
net OPEB liability for its proportionate share of the net OPEB
The discount rate used to measure the total OPEB liability was liability of the PEMHCA plan as follows:
6.75%. The projection of cash flows used to determine the discount
rate assumed that the City's contributions will be made at rates Net OPEB Liability - PEMHCA Plan June 30, 2020
equal to the actuarially determined contribution rates. Based on
those gssumptlons, the pIarT s fiduciary net position was prOJected‘ to Electric Utility $ 2,506
be available to make all projected OPEB payments for current active
and inactive employees and beneficiaries. Therefore, the Water Utility S 455

long-term expected rate of return on plan investments was R84,

applied to all periods of projected benefit payments to ¢ B WATER AND
determine the total OPEB liability. 5 POWER
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Changes in Assumptions

There were changes in assumptions, but there were no changes in
benefit terms. There were no subsequent events that would
materially affect the results presented in this disclosure.

a. Sensitivity of the net OPEB liability to changes in the discount rate

The following presents the net OPEB liability of the Utility, as well
as what the Utility's net OPEB liability would be if it were calculated
using a discount rate that is 1 percentage point lower or higher than
the current discount rate :

PEMHCA URMT
1% Decrease 5.75% 5.75%
Net OPEB Liability $ 4,051 $ 2,990
Current Discount Rate 6.75% 6.75%
Net OPEB Liability $ 2,961 $ 876
1% Increase 7.75% 7.75%
Net OPEB Liability $ 2,062 $ (792)

b. Sensitivity of the net OPEB liability to changes in healthcare cost trend
rates

The following presents the net OPEB liability of the City, as well as
what the City's net OPEB liability would be if it were calculated
using healthcare cost trend rates that are 1 percentage point lower
or higher than the current healthcare cost trend rates:

PEMHCA URMT
1% Decrease (Asset)
Net OPEB Liability $ 1,980 $ (1,796)
Current Trend
Net OPEB Liability $ 2,961 ¢ 876 QORBAN,
&
1% Increase :O B
Net OPEB Liability $ 4,168 $ 4290 ° °

OPEB expense and deferred outflows/inflows of resources
related to OPEB:

Deferred outflows of resources represent a consumption of net
position that applies to a future period and will not be recognized as
an outflow of resources (expense/expenditure) until that time. The
Utility has the following OPEB outflow that qualifies for reporting in
this category:

o Deferred outflow related to OPEB equal to employer
contributions made after the measurement date of the net
pension liability.

Deferred inflows of resources represent an acquisition of net
position that applies to a future period and will not be recognized as
an inflow of resources (revenue) until that time. For reporting
purposes, pension inflows have been combined on the Statement of
Net Position. The Utility has the following pension inflows that
qualify for reporting in this category:

e Deferred inflows related to OPEB for differences between
projected and actual earnings on investments of the OPEB
plan fiduciary net position. These amounts are
amortized over five years.

For the fiscal year ended June 30, 2020 the City recognized OPEB
expense of $1,201 and $151 for PEMHCA and URMT, respectively.

At June 30, 2020, the City reported deferred outflows of resources
and deferred inflows of resources related to OPEB from the
following sources:

WATER AND
POWER
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PEMHCA
Deferred Deferred
Outflows of Inflows of

Resources Resources

OPEB contributions subsequent to measurement date:

Electric Fund S 511 S
Water Fund S 93 8
Differences between actual and expected experience:
Electric Fund (340)
Water Fund S = S (62)
Change in assumptions:
Electric Fund (1,873)
Water Fund (340)
Differences between projected and actual earnings:
Electric Fund (76)
Water Fund - (14)
Total $ 603 $ (2,705)
Electric Fund URMT
Deferred Deferred
Outflows of Inflows of
Resources Resources
OPEB contributions subsequent to measurement date S 170 S
Differences between actual and expected experience 281
Change in assumptions 156 -
Differences between projected and actual earnings - (160)
Total $ 607 $ (160)

$603 and $607 reported as deferred outflows of resources related
to contributions subsequent to the measurement date for PEMHCA
and URMT respectively, will be recognized as a reduction of the net
OPEB liability in the year ending June 30, 2021. Other amounts
reported as deferred outflows of resources and deferred inflows of
resources related to OPEB will be recognized as OPEB expense as
follows :

Year Ending June 30, PEMHCA URMT

2021 (468) (15)

2022 (469) (15)

2023 (439) 47

2024 (428) 67

2025 (429) 61
Thereafter (472) 132 %QRBAMF
Total Deferred Inflows ¢

of Resources S (2,705) S 277 %

=)

Payable to the OPEB Plan

At June 30, 2020, the Utility reported a payable of $0 for the
outstanding amount of contributions to the OPEB plan required for
the year ended June 30, 2020.

NOTE 18: Self-Insurance

The Electric and Water Funds are in the City’s self-insurance
program as part of its policy to self-insure certain levels of risk
within separate lines of coverage to maximize cost savings. The
City is a member in ACCEL (Authority for California Cities Excess
Liability), which is a risk sharing pool for municipal excess liability.

Each individual member self-insures all general liability losses for
the first $1,000 and the members of the pool share losses between
$1,000 and $5,000. The members jointly purchase additional layers
of coverage beyond the pooled layer, with Burbank purchasing an
additional $45,000 of excess coverage, for total coverage of
$50,000. The layers of coverage above $5,000 are not pooled, but
rather jointly purchased.

The workers’ compensation coverage is purchased through a
pooling agreement. The City self-insures the first $2,000 of each
loss and then the pool covers all losses to statutory limits.

The City charges the Electric and Water Utility Funds a premium
based upon the proportional payroll cost, job classification, and
claim history. There were no significant settlements or reductions
ininsurance coverage from settlements for the past three years.

Additional information regarding all the City’s self-insurance
programs can be found in the City’s Comprehensive Annual
Financial Report.

WATER AND
POWER
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NOTE 19: Contingencies

Potential Litigation

BWP is presently involved in certain matters of litigation that have
arisen in the normal course of conducting electric and water
operations. Management believes, based on consultation with the
City Attorney, that these cases in the aggregate are not expected to
result in a material adverse financial impact on either the Electric or
Water Funds.

NOTE 20: Subsequent Events

In preparing these financial statements, management has evaluated
events and transactions for potential recognition or disclosure
through November 10, 2020 the date the financial statements were
available to be issued.

THIS PAGE INTENTIONALLY LEFT BLANK
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* REQUIRED SUPPLEMENTARY INFORMATION *

SCHEDULE OF NET PENSION LIABILITY INFORMATION AND RATIOS

Last 10 Fiscal Years *

ELECTRIC FUND

Fiscal Year Ended 2020 2019 2018 2017 2016 2015
Measurement Period 2019 2018 2017 2016 2015 2014
Plan's Proportionate Share of Net Pension Liability in % 34.27% 34.96% 34.96% 34.96% 34.96% 34.96%
Plan's Proportionate Share of Net Pension Liability in $ $ 74,938 $ 73,226 $ 78,580 $ 71,305 $ 58442 $ 55065
P.Ianll.:lduaary Net Position as a Percentage of the Total Pension 76% 77% 74% 75% 79% 80%
Liability

Covered-Employee Payroll 27,908 $ 27,615 $ 27,587 $ 27,521 $ 27,719 $ 27,418
Plan Net Pension Liability/(Asset) as a Percentage of Covered- 269% 265% 285% 2599 211% 201%
Employee Payroll

Plan's Proportionate Share of Aggregate Employer Contributions $ 7,321 $ 6,663 $ 5,864 $ 5,355 $ 4,788 $ 4,258
WATER FUND

Fiscal Year Ended 2020 2019 2018 2017 2016

Measurement Period 2019 2018 2017 2016 2015 2015
Plan's Proportionate Share of Net Pension Liability in % 5.54% 5.49% 5.49% 5.49% 5.49% 5.49%
Plan's Proportionate Share of Net Pension Liability in $ $ 12,114 $ 11,499 $ 12,340 $ 11,198 $ 9,178 $ 8,647
P.Ianll.zlduuary Net Position as a Percentage of the Total Pension 76% 77% 74% 75% 79% 80%
Liability

Covered-Employee Payroll $ 4512 $ 4,337 $ 4,332 $ 4322 $ 4,353 4,306
Plan Net Pension Liability/(Asset) as a Percentage of Covered- 269% 265% 285% 2599 211% 201%
Employee Payroll

Plan's Proportionate Share of Aggregate Employer Contributions $ 1,183 $ 1,046 $ 921 $ 841 $ 752 $ 669

* - Fiscal year 2015 was the 1st year of implementation.
Additional information regarding this Schedule can be found in the City’s Comprehensive Annual Financial Report.
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CITY OF BURBANK * ELECTRIC AND WATER UTILITY FUNDS * SUPPLEMENTARY INFORMATION
FISCAL YEAR ENDED JUNE 30, 2020

Schedule of Plan Contributions - 2020

ELECTRIC FUND
Fiscal Year Ended June 30,

Actuarially Determined Contribution

Contributions in Relation to the Actuarially
Determined Contribution

Contribution Deficiency (Excess)

Covered-Employee Payroll
Contributions as a Percentage of Covered-Employee
Payroll

WATER FUND

Actuarially Determined Contribution

Contributions in Relation to the Actuarially
Determined Contribution

Contribution Deficiency (Excess)

Covered-Employee Payroll

Contributions as a Percentage of Covered-Employee
Payroll

Valuation Date

* REQUIRED SUPPLEMENTARY INFORMATION *

2020 2019 2018 2017 2016 2015
$ 11,865 $ 7,463 6,657 5,355 4,788 4,258
(11,865) (7,463) (6,657) (5,355) (4,788) (4,258)
$0 $0 $0 $0 $0 $0
$ 27,500 $ 28,470 27,615 27,587 27,521 27,719
26.62% 26.21% 24.11% 19.41% 17.40% 15.36%

2020 2019 2018 2017 2016 2015
$ 1,918 $ 1,172 1,045 841 752 669
(1,918) (1,172) (1,045) (841) (752) (669)
$0 $0 $0 $0 $0 $0
$ 4,446 $ 4,471 4,337 4,332 4,322 4,353
26.62% 26.21% 24.11% 19.41% 17.40% 15.36%

June 30,2017

T oy

June 30,2016

B
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% )\ WATER AND
b POWER

51

June 30,2014

June 30,2013

June 30,2012


file:///L:/Annual Report/16-17 Report/GASB 68 entries and footnotes support/RSI tables for Footnotes.xlsx

CITY OF BURBANK * ELECTRIC AND WATER UTILITY FUNDS * SUPPLEMENTARY INFORMATION
FISCAL YEAR ENDED JUNE 30, 2020

* REQUIRED SUPPLEMENTARY INFORMATION *

SCHEDULE OF NET PEMHCA LIABILITY INFORMATION AND RATIOS
Last 10 Fiscal Years * In Thousands

ELECTRICFUND

Fiscal Year Ended June 30, 2020 2019 2018
Measurement Date 6/30/2019 6/30/2018 6/30/2017
Plan's Proportionate Share of Net PEMCHA Liability in % 12.79% 12.79% 12.79%
Plan's Proportionate Share of Net PEMCHA Liability in $ $ 2,506 $ 5,034 $ 5,039
P.Ian‘lt'lduaary Net Position as a Percentage of the Total PEMCHA 63.03% 43.22% 40.30%
Liability

Covered-Employee Payroll $ 14,329 $ 14,111 $ 14,004
Plan Net PEMCHA Liability/(Asset) as a Percentage of Covered- 17% 36% 36%
Employee Payroll

Plan's Proportionate Share of Aggregate Employer Contributions $ 504 $ 506 $ 405
WATER FUND

Fiscal Year Ended June 30, 2020 2019 2018
Measurement Date 6/30/2019 6/30/2018 6/30/2017
Plan's Proportionate Share of Net PEMCHA Liability in % 2.32% 2.32% 2.32%
Plan's Proportionate Share of Net PEMCHA Liability in $ $ 455 $ 913 $ 914
P.Ian.lj'lduuary Net Position as a Percentage of the Total PEMCHA 63.03% 43.22% 40.30%
Liability

Covered-Employee Payroll $ 2,599 $ 2,560 $ 2,540
Plan Net PEMCHA Liability/(Asset) as a Percentage of Covered- 17% 36% 36%
Employee Payroll

Plan's Proportionate Share of Aggregate Employer Contributions $ 91 $ 92 $ 73

* Fiscal year 2018 was the 1st year of implementation; therefore, only three years are shown.
Additional information regarding this Schedule can be found in the City’s Comprehensive Annual Financial Report.
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CITY OF BURBANK * ELECTRIC AND WATER UTILITY FUNDS * SUPPLEMENTARY INFORMATION
FISCAL YEAR ENDED JUNE 30, 2020

* REQUIRED SUPPLEMENTARY INFORMATION *

SCHEDULE OF CHANGES IN THE NET URMT LIABILITY AND RELATED RATIOS
Last 10 Fiscal Years*

In Thousands
Fiscal year end 6/30/2020 6/30/2019 6/30/2018
Measurement date 6/30/2019 6/30/2018 6/30/2017
Service cost $ 299 $ 291 $ 283
Interest on the total pension liability 715 668 623
Actual vs. expected experience 320 - -
Assumption changes 178 - -
Benefit payments (285) (256) (222)
Net Change in Total OPEB liability 1,227 703 684
Total OPEB Liability - Beginning of Year 10,443 9,740 9,056
Total OPEB Liability - End of Year (a) 11,670 10,443 9,740
Plan Fiduciary Net Position:
Contributions - employer 167 154 148
Contributions - employee 167 154 148
Net investment income 657 717 889
Administrative expenses (2) (17) (5)
Benefit payments (285) (256) (222)
Net Change in Plan Fiduciary Net Position 704 752 958
Plan Fiduciary Net Position - Beginning of Yeal 10,090 9,338 8,380
Plan Fiduciary Net Position - End of Year (b) 10,794 10,090 9,338
Net OPEB liability - Ending (a) - (b) $ 876 $ 353 $ 402
Plan fiduciary net position as a percentage
of the total OPEB liability 92.49% 96.62% 95.87%
Covered payroll $ 17,698 $ 17,084 $ 18,086
l;l:;rarEB liability as a percentage of covered 2.95% 207% 2229%

Notes to Schedule
1. There were no changes in benefits.
2. There were no changes in assumptions.

* Fiscal year ended June 30, 2018, was the first year of implementation; therefore, only three years
are shown.
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CITY OF BURBANK * ELECTRIC AND WATER UTILITY FUNDS * SUPPLEMENTARY INFORMATION

FISCAL YEAR ENDED JUNE 30, 2020

* REQUIRED SUPPLEMENTARY INFORMATION *

Schedule of Plan Contributions - OPEB

Last Ten Fiscal Years*

In Thousands
UTILITY FUNDS PEMHCA PEMHCA PEMHCA URMT URMT URMT
6/30/2020 6/30/2019 6/30/2018 6/30/2020 6/30/2019 6/30/2018

Actuarially determined contribution $ 621 $ 608 $ 598 170 $ 167 $ 154
Contributions in relation to the actuarially

determined contribution (603) (608) (598) (170) (167) (154)
Contribution deficiency (excess) $ 18 $ - $ - - $ - $ -
Covered payroll $ 18,828 $ 16,928 $ 16,671 19,521 $ 17,698 $ 17,084
Contributions as a percentage of covered-
employee payroll 3.20% 3.59% 3.59% 0.87% 0.94% 0.90%
Notes to Schedule
Valuation date 6/30/2019 6/30/2017 6/30/2017 6/30/2019 6/30/2017 6/30/2017
Methods and assumptions used to determine contribution rates:

Agent multiple employers Entry age normal

Amortization method Level percentage of payroll

Asset valuation method Investment gains and losses

spread over 5-year rolling period

Inflation 2.75%
Investment rate of return 6.75%
Mortality CalPERS 1997-2011 experience study

* Fiscal year 2018 was the first year of implementation; therefore, three years are shown.
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CITY OF BURBANK * ELECTRIC AND WATER UTILITY FUNDS * SUPPLEMENTARY INFORMATION
FISCAL YEAR ENDED JUNE 30, 2020

* SUPPLEMENTAL INFORMATION *

Schedule 1 Schedule 2
AMNNUAL ELECTRIC SUPPLY CUSTOMERS, SALES, ELECTRIC REVENUES AND DEMAND
Fiscal Year ended June 30, 2020 Fiscal Years ended June 30
Resource MWh Percentage s Y 2016 2017 2018 2019 2020
umber o etall service:
P‘e"ewablesifl . 342,690 32.3% Residential 46,148 46,215 46,140 | 46,294 46,098
Intermountain Power Project 288,830 27.2% Cormmercial’ 6,915 6,971 6,889 6,920 6,844
Magnolia Power Project 276,630 26.0% Large Commercial* 20 26 a1 24 as
Spot Purchases 61,460 5.8% Total 53,153 53,272 53,110 53,298 53,030
Palo Verde Nuclear 56,050 5.3%
On-Site Generation 19,230 1.8% Retail Kilowatt-hour Sales (millions)
Hoover Uprating 17,670 1.7% Residential 279 272 274 274 275
Total® 1,062,560 100.0% Commercial 538 533 534 524 485
Large Commercial 279 274 270 263 260
Total 1,096 1,080 1,078 1,061 1,019
*Renewable resources include the Southwest Wyoming Pleasant Valley Electric Revenues (S in thousands):
Facility Wind Contract, Milford Phase | Wind Project, Tieton Retail® $ 175,019 |$ 175964 | S 176,450 | S 162,386 | S 158,024
Hydropower Project, Pebble Springs Wind Project, Ameresco Chiquita Wholesale $ 27150($§ 23512 (S 21,252 |S 21,791 (S 15442
Canyon Landfill Gas Project, Copper Mountain Solar Project, Don A. Other® S 5595|$ 5912 |5 6448 |S 8504 |S 7,274
Campbell Geothermal Project, Renewable Certificate, local generation Total $ 207,763 | § 205,388 | $ 204,150 | $ 192,681 | $ 180,740
from BWP Valley Pumping Plant, bio-methane gas, customer and utility
Peak Demand (MW) 309 278 320 302 283

solar installations, and an exchange agreement. For the Fiscal Year
ended June 30, 2020, renewable energy resources made up
approximately 32.3% of Burbank’s total retail sales. This number differs
from the official Renewable Portfolio Standard (RPS) calculation and

compliance period, which are based on retail sales and calendar year.

’Does not equal total sales to customers throughout the City due to

distribution losses and timing differences in billing cycle.
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'Meter counts include all billed meters.

2Eﬂ‘ec‘ti\.reJuI\i.r 1, 2018, instead of passing through the Electric Fund, the in-lieu transfer is accounted for

directly in the General Fund.

Other miscellaneous revenues include transmission, telecommunications, intergovernmental, and other

miscellaneous revenues. Other miscellaneous revenues do not include aid-in-construction.
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CITY OF BURBANK * ELECTRIC AND WATER UTILITY FUNDS * SUPPLEMENTARY INFORMATION
FISCAL YEAR ENDED JUNE 30, 2020

* SUPPLEMENTAL INFORMATION *

Schedule 3
SYSTEM WEIGHTED AVERAGE BILLING PRICE — ELECTRIC *
(Cents per Kilowatt-hour)
2016 2017 2018 2019 2020

Residential 16.16 16.51 16.57 15.81 15.83
Commercial 16.08 16.49 16.76 15.89 16.07
Large Commercial 14.31 14.55 14.48 13.66 13.93
System Weighted Average Electric Rate 15.65 16.01 16.14 15.32 15.46

'All weighted average rates exclude Street Lighting charges. Effective FY 2019, all weighted average rates no longer include in-lieu
transfer. Prior to 2019, this transfer was embedded in the rates. Burbank voters passed Measure T in June 2018 to continue a
direct transfer of not more than 7% of Burbank Water and Power's gross annual sales of electricity to pay for City's essential

services.

Schedule 4
ANNUAL WATER SUPPLY
Fiscal Year ended June 30, 2020

Resource Acre Feet (AF) | Percentage
Metropolitan Water District 6,781 42.1%
Local Production — BOU 9,329 57.9%
Total 16,110 100.0%
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CITY OF BURBANK * ELECTRIC AND WATER UTILITY FUNDS * SUPPLEMENTARY INFORMATION
FISCAL YEAR ENDED JUNE 30, 2020

* SUPPLEMENTAL INFORMATION *

Schedule 5
CUSTOMERS, WATER SALES, WATER REVENUES
Fiscal Years ended June 30
2016 2017 2018 2019 2020
Number of Water Service:
Potable
Residential® 22,223 22,262 22,216 22,173 22,161
Commercial’ 3,246 3,248 3213 3,235 3,205
Other® 1,134 1,138 1,145 1,160 1,171
Recycled 217 228 234 236 240
Total 26,820 26,876 26,308 26,304 26,777
AF Sales Per Year:
Potable
Residential* 10,002 10,862 11,887 11,331 11,671
Commercial’ 3,368 3,328 3,455 3,340 3,155
Other® 174 192 225 199 183
Recycled 2,709 3,004{ 3,281 2,824 3,032
Total in AF 16,253 17,386 18,848 17,694 18,041
Water Revenues (S in thousands):
Retail® S 25,099 | § 27,836 | § 30,565 | $ 30,578 | § 32,826
Other’ S 4,013 |5 2,702 | S 3,518 | S 702 |5 955
Total $ 29111|$8 30538[8 340838 31280|$ 33,781
Maximum Demand Day (AF) 53.1 57.4 63.5 63.1 62.8

*Residential includes multi-family dwellings.

*Commercial includes Large Commercial.

0ther includes city department water, schoaol, fire protection, and miscellaneous users
*Potable and Recycled.

“Other operating revenues include connection fees, recycled water credits and other miscellaneous revenues.
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CITY OF BURBANK * ELECTRIC AND WATER UTILITY FUNDS * SUPPLEMENTARY INFORMATION

FISCAL YEAR ENDED JUNE 30, 2020

* SUPPLEMENTAL INFORMATION *

Sched 6
WEIGHTED AVERAGE BILLING PRICE — WATER
($ per CCFY)
2016 2017 2018 2019 2020
Residential’ 3.71 3.75 3.82 4.04 421
Commercial® 3.29 3.56 3.66 3.87 4.17
Weighted Average Water Rate 3.61 3.71 3.78 4.00 4.20

'CCF is one hundred of cubic feet; one AF is equal to approximately 435.6 CCF.

*Residential includes multi-family dwellings.

3 . . . .
Commercial includes Large Commercial.
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APPENDIX C
SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE

Certain provisions of the Indenture are summarized below. This summary does not
purport to be complete or definitive and is qualified in its entirety by reference to the full terms of
the Indenture.

Definitions

“Accreted Value” means, with respect to any Capital Appreciation Indebtedness, the
principal amount thereof plus the interest accrued thereon, compounded at the interest rate
thereon on each date as specified therein.

“Accrued Aggregate Debt Service” means, as of any date of calculation, an amount
equal to the sum of the amounts of accrued Debt Service with respect to all Series of Bonds,
calculating the accrued Debt Service with respect to each Series at an amount equal to the sum
of (i) interest on the Outstanding Bonds of such Series accrued and unpaid and to accrue to the
end of the then current calendar month, and (ii) principal due and unpaid and that portion of the
principal for such Series next due which would have accrued if deemed to accrue to the end of
such calendar month if such principal were deemed to accrue daily in equal amounts from the
next preceding principal payment date for such Series (or, if there will be no such preceding
principal payment date, from a date one (1) year preceding the due date of such principal
installment or from the date of issuance of the Bonds of such Series, whichever period is
shorter).

“Annual Debt Service” means, for any Fiscal Year, the aggregate amount of principal
and interest on all Bonds and Parity Debt becoming due and payable during such Fiscal Year
calculated using the principles and assumptions set forth under the definition of Debt Service.

“Assumed Debt Service” means for any Fiscal Year the aggregate amount of principal
and interest which would be payable on all Bonds and Parity Debt if each Excluded Principal
Payment, amortized for a period specified by the City (but no longer than thirty (30) years from
the date of the issuance of the Bonds or Parity Debt to which such Excluded Principal Payment
relates) on a substantially level debt service basis or other amortization basis provided by the
City, calculated based on a fixed interest rate equal to the rate at which the City could borrow for
such period, as set forth in a certificate of a consultant delivered to the Trustee, who may rely
conclusively on such certificate, within thirty (30) days of the date of calculation.

“Bond Obligation” means, as of any given date of calculation, (1) with respect to any
Outstanding Bond which is Current Interest Indebtedness, the principal amount thereof, and
(2) with respect to any Outstanding Bond which is Capital Appreciation Indebtedness, the
Accreted Value thereof.

“‘Bonds” means the Burbank Water and Power Water Revenue Bonds authorized by,
and at any time Outstanding pursuant to, the Indenture.

“Business Day” means any day other than (1) a Saturday, Sunday, or a day on which
banking institutions in the State or the State of New York are authorized or obligated by law or
executive order to be closed, and (2) for purposes of payments and other actions relating to
Bonds secured by a letter of credit, a day upon which commercial banks in the city in which is



located the office of the issuing bank at which demands for payment under the letter of credit
are to be presented are authorized or obligated by law or executive order to be closed.

“Capital Appreciation Indebtedness” means Bonds and Parity Debt on which interest is
compounded and paid less frequently than annually.

“Certificate,” “Statement,” “Request,” “Written Request,” “Requisition” or “Order” of the
City mean, respectively, a written certificate, statement, request, requisition or order signed in
the name of the City by its City Manager or any other person authorized by the City Manager to
execute such instruments. Any such instrument and supporting opinions or representations, if
any, may, but need not, be combined in a single instrument with any other instrument, opinion
or representation, and the two or more so combined will be read and construed as a single
instrument.

“Charter” means the City Charter of the City, as amended from time to time.
“City” means the City of Burbank, California.
“City Code” means the Municipal Code of the City, as amended from time to time.

“Code” means the Internal Revenue Code of 1986, and the regulations applicable
thereto or issued thereunder.

“Continuing Disclosure Agreement” means any Continuing Disclosure Agreement
executed and delivered by the City relating to any Series of Bonds.

“Corporate Trust Office” or “corporate trust office” means the corporate trust office of the
Trustee at 633 W. Fifth St. 24th Floor, Los Angeles, California 90071, Attention: Global
Corporate Trust, or such other office designated by the Trustee.

“Costs of Issuance” means all items of expense directly or indirectly payable by or
reimbursable to the City and related to the authorization, execution, sale and delivery of the
Bonds, including but not limited to advertising and printing costs, costs of preparation and
reproduction of documents, filing and recording fees, travel expenses and costs relating to
rating agency meetings and other meetings concerning the Bonds, initial fees and charges of
the Trustee, legal fees and charges, fees and disbursements of consultants and professionals,
financial advisor fees and expenses, rating agency fees, fees and charges for preparation,
execution, transportation and safekeeping of Bonds, surety, insurance and credit enhancement
costs, and any other cost, charge or fee in connection with the delivery of Bonds.

“Council” means the City Council of the City.

“Counterparty” means an entity which has entered into an Interest Rate Swap
Agreement with the City.

“Current Interest Indebtedness” means the Bonds and Parity Debt on which interest is
paid at least annually.

“Debt Service” means the amount of principal and interest becoming due and payable on
all Bonds and Parity Debt; provided, however, that for the purposes of computing Debt Service:



(a) Excluded Principal Payments (and the interest related thereto, provided
such interest is being paid from the same source as the Excluded Principal Payments)
will be excluded from such calculation and Assumed Debt Service will be included in
such calculation;

(b) if the Bonds or Parity Debt are Variable Rate Indebtedness, the interest
rate thereon for which an Interest Rate Swap Agreement is not in-place and the interest
on which is excluded or expected to be excluded from gross income for federal income
tax purposes for periods when the actual interest rate cannot yet be determined will be
assumed to be equal to the average of the SIFMA Swap Index for the five years
preceding such date of calculation;

(c) if the Bonds or Parity Debt are Variable Rate Indebtedness, the interest
rate thereon for which an Interest Rate Swap Agreement is not in-place and the interest
on which is included or expected to be included in gross income for federal income tax
purposes for periods when the actual interest rate cannot yet be determined will be
calculated at an interest rate equal to 100% of the average One Month USD LIBOR Rate
during the five years preceding such date of calculation or such higher rate as will be
specified in a Certificate of the City;

(d) principal and interest payments on Bonds and Parity Debt will be
excluded to the extent such payments are to be paid from amounts on deposit with the
Trustee or another fiduciary in escrow specifically therefor and to the extent that such
interest payments are to be paid from the proceeds of Bonds or Parity Debt held by the
Trustee or another fiduciary as capitalized interest;

(e) in determining the principal amount, payment will (unless a different
subsection of this definition applies for purposes of determining principal maturities or
amortization) be assumed to be made in accordance with any amortization schedule
established for such debt, including any mandatory sinking fund payments or any
scheduled redemption or payment of Bonds or Parity Debt on the basis of Accreted
Value, and for such purpose, the redemption payment or payment of Accreted Value will
be deemed a principal payment and interest that is compounded and paid as Accreted
Value will be deemed due on the scheduled redemption or payment date of such Capital
Appreciation Indebtedness;

(f) with respect to any Bonds or Parity Debt that are Variable Rate
Indebtedness for which an Interest Rate Swap Agreement is in-place providing for a
fixed rate of interest to maturity or for a specific term with respect to such Bonds or
Parity Debt, the interest rate on such Bonds or Parity Debt will be assumed to be the
synthetic fixed interest rate specified in such Interest Rate Swap Agreement for such
term; provided, that if, pursuant to a Certificate of the City filed with the Trustee in
connection with the issuance of an additional Series of Bonds or Parity Debt or any
calculation of the Reserve Requirement, the sum of (i) interest payable on such Bonds
or Parity Debt, plus (ii) amounts payable by the City under such Interest Rate Swap
Agreement, less (iii) amounts receivable by the City under such Interest Rate Swap
Agreement, is expected to be greater than the interest payable on the Bonds or Parity
Debt to which such Interest Rate Swap Agreement relates (i.e., if such Interest Rate
Swap Agreement is an “off-market” Interest Rate Swap Agreement), then, in such
instance, such excess amounts expected to be payable by the City under such Interest



Rate Swap Agreement or in connection with such Bonds or Parity Debt will be included
in the calculation of Debt Service;

(9) with respect to any Bonds or Parity Debt bearing interest, or expected to
bear interest, at a fixed interest rate for which an Interest Rate Swap Agreement is in-
place providing for a net variable interest rate with respect to such Bonds or Parity Debt
for a specific term, the interest rate on such Bonds or Parity Debt will be assumed to be
equal for such term to the sum of (i) the fixed interest rate or rates to be paid on the
Bonds or Parity Debt, minus (ii) the fixed interest rate receivable by the City under such
Interest Rate Swap Agreement, plus (iii) the average interest rate of the index on which
the Interest Rate Swap Agreement is based, as identified in a Certificate of the City, or, if
not based on an identifiable index, then the SIFMA Swap Index, in each case, over the
five years preceding the date of calculation or such higher rate as will be specified in a
Certificate of the City in connection with the issuance of an additional Series of Bonds or
Parity Debt or any calculation of the Reserve Requirement;

(h) if any Bonds or Parity Debt include an option or an obligation to tender all
or a portion of such Bonds or Parity Debt to the City, the Trustee or another fiduciary or
agent and require that such Bonds or Parity Debt or portion thereof be purchased if
properly presented, then for purposes of determining the amounts of principal and
interest due, the options or obligations to tender will be treated as a principal maturity
occurring on the first date on which holders or owners thereof may or are required to
tender, except that any such option or obligation to tender will be ignored and not treated
as a principal maturity, if (1) such Bonds or Parity Debt are rated in one of the two
highest long-term Rating Categories by Moody’s, Fitch or Standard & Poor’s or such
Bonds or Parity Debt are rated in the highest short-term note or commercial paper
Rating Categories by Moody’s, Fitch or Standard & Poor’s and (2)funds for the
purchase price are to be provided by a letter of credit or standby bond purchase
agreement and the obligation of the City with respect to the provider of such letter of
credit or standby bond purchase agreement, other than its obligations on such Bonds or
Parity Debt, will be subordinated to the obligation of the City on the Bonds and Parity
Debt; and

(i) if interest on any Bonds or Parity Debt is reasonably anticipated to be
reimbursed to the City by a Subsidy Payment, then at the election of the City to exclude
such Subsidy Payment from Water Revenues, interest payments with respect to such
Bonds or Parity Debt may be reduced by the amount of interest reasonably anticipated
to be paid or reimbursed by the United States of America; provided, however, that if the
City elects to include such Subsidy Payment in the definition of Water Revenues then
interest payments with respect to such Bonds or Parity Debt will not be reduced by the
amount of interest reasonably anticipated to be paid or reimbursed by the United States
of America. Pursuant to the Second Supplemental Indenture, the City has elected to
exclude from Water Revenues all Subsidy Payments relating to the Series 2010B
Bonds.

“Debt Service Fund” means the fund by that name established in the Indenture.
“Defeasance Securities” means any of the following:

(i) any bonds or other obligations which as to principal and interest
constitute direct obligations of, or are unconditionally guaranteed by, the United States of



America, including obligations of the Federal National Mortgage Association, the
Government National Mortgage Association, Federal Home Loan Banks and Federal
Home Loan Mortgage Corporation to the extent unconditionally guaranteed by the
United States of America;

(i) any certificates, receipts, securities or other obligations evidencing
ownership of, or the right to receive, a specified portion of one or more interest payments
or principal payments, or any combination thereof, to be made on any bond, note, or
other obligation described above in clause (i) including, but not limited to, REFCORP
interest strips; or

(iii) any bonds or other obligations of any state of the United States of
America or any political subdivision thereof (a) which are not callable prior to maturity or
as to which irrevocable instructions have been given to the trustee of such bonds or
other obligations by the obligor to give due notice of redemption and to call such bonds
for redemption on the date or dates specified in such instructions, (b) which are secured
as to principal and interest and redemption premium, if any, by a fund consisting only of
cash or bonds or other obligations of the character described above in clause (i) or
(i) which fund may be applied only to the payment of such principal of and interest and
redemption premium, if any, on such bonds or other obligations on the interest payment
dates and the maturity date or dates thereof or the specified redemption date or dates
pursuant to such irrevocable instructions, as appropriate, (c) as to which the principal of
and interest on the bonds and obligations of the character described above in clause (i)
or (ii) which have been deposited in such fund along with any cash on deposit in such
fund are sufficient to pay the principal of and interest and redemption premium, if any, on
the bonds or other obligations described in this clause (iii) on the interest payment dates
and the maturity date or dates thereof or on the redemption date or dates specified in the
irrevocable instructions referred to in subclause (a) of this clause (iii), as appropriate,
and (d) which have been rated not lower than their respective ratings on the Bonds by
Moody’s (if Moody’s is then rating the Bonds), Fitch (if Fitch is then rating the Bonds)
and Standard & Poor’s (if Standard & Poor’s is then rating the Bonds).

‘EMMA” means the Electronic Municipal Market Access System, a facility of the
Municipal Securities Rulemaking Board, or its successor.

“Event of Default” means any of the events of default specified in the Indenture.

“Excluded Principal Payments” means each payment of principal (or the principal
component of lease or installment purchase payments) of Bonds or Parity Debt which the City
determines on a date not later than the date of issuance thereof that the City intends to pay with
moneys that are not Water Revenues or Water Net Revenues, but from the proceeds of future
debt obligations of the City and the Trustee may rely conclusively on such determination of the
City.

“Fiscal Year” means the period beginning on July 1 of each year and ending on the next
succeeding June 30, or any other twelve-month period hereafter selected and designated as the
official fiscal year period of the City which designation will be provided to the Trustee in a
Certificate of the City.

“Fitch” means Fitch, Inc., and its successors and assigns, except that if such corporation
will be dissolved or liquidated or will no longer perform the functions of a securities rating



agency, then the term “Fitch” will be deemed to refer to any other nationally recognized
securities rating agency selected by the City.

“Generally Accepted Accounting Principles Applicable to Governments” means generally
accepted accounting principles applicable to governments as promulgated by the Governmental
Accounting Standards Board or its successor.

“Indenture” means the Burbank Water and Power Water Revenue Bond Indenture, dated
as of November 1, 2010, by and between the City and the Trustee, as originally executed and
as it may from time to time be supplemented or amended by any Supplemental Indenture
delivered pursuant to the provisions of the Indenture.

“Interest Rate Swap Agreement” means an interest rate swap, cap, collar, option, floor,
forward, derivative, or other hedging agreement, arrangement or security, however
denominated, entered into between the City and a Counterparty, in connection with or incidental
to, the issuance or carrying of Bonds, including, without limitation, an interest rate swap, cap,
collar, option, floor, forward, derivative, or other hedging agreement, arrangement or security
entered into in advance of the issuance of Bonds and designated by the City in a certificate or
Supplemental Indenture as a Parity Debt.

“Investment Securities” means the following:

(i) any bonds or other obligations which as to principal and interest
constitute direct obligations of, or are unconditionally guaranteed by, the United States of
America, including obligations of any of the federal agencies and federally sponsored
entities set forth in clause (iii) below to the extent unconditionally guaranteed by the
United States of America;

(i) any certificates, receipts, securities or other obligations evidencing
ownership of, or the right to receive, a specified portion of one or more interest payments
or principal payments, or any combination thereof, to be made on any bond, note, or
other obligation described above in clause (i);

(iii) obligations of the Federal National Mortgage Association, the
Government National Mortgage Association, Federal Home Loan Banks, and Federal
Home Loan Mortgage Corporation;

(iv) obligations of any state, territory or commonwealth of the United States of
America or any political subdivision thereof or any agency or department of the
foregoing; provided that at the time of their purchase such obligations are rated not lower
than their respective ratings on the Bonds by Moody’s (if Moody’s is then rating the
Bonds), Fitch (if Fitch is then rating the Bonds) and Standard & Poor’s (if Standard &
Poor’s is then rating the Bonds);

(V) any bonds or other obligations of any state of the United States of
America or any political subdivision thereof (a) which are not callable prior to maturity or
as to which irrevocable instructions have been given to the trustee of such bonds or
other obligations by the obligor to give due notice of redemption and to call such bonds
for redemption on the date or dates specified in such instructions, (b) which are secured
as to principal and interest and redemption premium, if any, by a fund consisting only of
cash or bonds or other obligations of the character described above in clause (i), (ii) or



(iii) which fund may be applied only to the payment of such principal of and interest and
redemption premium, if any, on such bonds or other obligations on the interest payment
dates and the maturity date or dates thereof or the specified redemption date or dates
pursuant to such irrevocable instructions, as appropriate, (c) as to which the principal of
and interest on the bonds and obligations of the character described above in clause (i),
(i) or (iii) which have been deposited in such fund along with any cash on deposit in
such fund are sufficient to pay the principal of and interest and redemption premium, if
any, on the bonds or other obligations described in this clause (v) on the interest
payment dates and the maturity date or dates thereof or on the redemption date or dates
specified in the irrevocable instructions referred to in subclause (a) of this clause (v), as
appropriate, and (d) which have been rated not lower than their respective ratings on the
Bonds by Moody’s (if Moody’s is then rating the Bonds), Fitch (if Fitch is then rating the
Bonds) and Standard & Poor’s (if Standard & Poor’s is then rating the Bonds);

(vi) bonds, notes, debentures or other evidences of indebtedness issued or
guaranteed by any corporation which are, at the time of purchase, rated by Moody’s (if
Moody’s is then rating the Bonds), Fitch (if Fitch is then rating the Bonds) and Standard
& Poor’s (if Standard & Poor’s is then rating the Bonds) in their respective highest short-
term Rating Categories, or, if the term of such indebtedness is longer than three (3)
years, rated not lower than their respective ratings on the Bonds by Moody’s (if Moody’s
is then rating the Bonds), Fitch (if Fitch is then rating the Bonds) and Standard & Poor’s
(if Standard & Poor’s is then rating the Bonds);

(vii)  demand or time deposits or certificates of deposit, whether negotiable or
nonnegotiable, issued by any bank or trust company organized under the laws of any
state of the United States of America or any national banking association (including the
Trustee), provided that such certificates of deposit will be purchased directly from such a
bank, trust company or national banking association and will be either (1) continuously
and fully insured by the Federal Deposit Insurance Corporation, or (2) continuously and
fully secured by such securities and obligations as are described above in clauses (i)
through (iv), inclusive, which will have a market value (exclusive of accrued interest) at
all times at least equal to the principal amount of such certificates of deposit and will be
lodged with the Trustee, as custodian, by the bank, trust company or national banking
association issuing such certificates of deposit, and the bank, trust company or national
banking association issuing each such certificate of deposit required to be so secured
will furnish the Trustee with an undertaking satisfactory to it that the aggregate market
value of all such obligations securing each such certificate of deposit will at all times be
an amount equal to the principal amount of each such certificate of deposit and the
Trustee will be entitled to rely on each such undertaking;

(viii)  taxable commercial paper or tax-exempt commercial paper, rated in their
respective highest Rating Categories by Moody’s (if Moody’s is then rating the Bonds),
Fitch (if Fitch is then rating the Bonds) and Standard & Poor’s (if Standard & Poor’s is
then rating the Bonds);

(ix) variable rate obligations required to be redeemed or purchased by the
obligor or its agent or designee upon demand of the holder thereof secured as to such
redemption or purchase requirement by a liquidity agreement with a corporation and as
to the payment of interest and principal either upon maturity or redemption (other than
upon demand by the holder thereof) thereof by an unconditional credit facility of a
corporation provided that the variable rate obligations themselves are rated in their



respective highest Rating Categories for its short-term rating, if any, and not lower than
their respective ratings on the Bonds for its long-term rating, if any, by Moody’s (if
Moody’s is then rating the Bonds), Fitch (if Fitch is then rating the Bonds) and Standard
& Poor’s (if Standard & Poor’s is then rating the Bonds), and that the corporations
providing the liquidity agreement and credit facility have, at the date of acquisition of the
variable rate obligation by the Trustee, an outstanding issue of unsecured, uninsured
and unguaranteed debt obligations rated not lower than their respective ratings on the
Bonds by Moody’s (if Moody’s is then rating the Bonds), Fitch (if Fitch is then rating the
Bonds) and Standard & Poor’s (if Standard & Poor’s is then rating the Bonds);

(x) any repurchase agreement with any bank or trust company organized
under the laws of any state of the United States or any national banking association
(including the Trustee) having a minimum permanent capital of one hundred million
dollars ($100,000,000) and with short-term debt rated by Moody’s (if Moody’s is then
rating the Bonds), Fitch (if Fitch is then rating the Bonds) and Standard & Poor’s (if
Standard & Poor’s is then rating the Bonds) in their respective four highest short-term
rating categories or with government bond dealer reporting to, trading with, and
recognized as a primary dealer by the Federal Reserve Bank of New York, which
agreement is secured by any one or more of the securities and obligations described in
clauses (i), (ii) or (iii) above, which will have a market value (exclusive of accrued
interest and valued at least monthly) at least equal to the principal amount of such
investment and will be lodged with the Trustee or other fiduciary, as custodian for the
Trustee, by the bank, trust company, national banking association or bond dealer
executing such repurchase agreement, and the entity executing each such repurchase
agreement required to be so secured will furnish the Trustee with an undertaking
satisfactory to it that the aggregate market value of all such obligations securing each
such repurchase agreement (as valued at least monthly) will be an amount equal to the
principal amount of each such repurchase agreement and the Trustee will be entitled to
rely on each such undertaking;

(xi) any cash sweep or similar account arrangement of or available to the
Trustee, the investments of which are limited to investments described in clauses (i), (ii),
(iii), (iv) and (x) of this definition of Investment Securities and any money market fund,
the entire investments of which are limited to investments described in clauses (i), (ii),
(iii), (iv) and (x) of this definition of Investment Securities and which money market fund
is rated in their respective highest Rating Categories by Moody’s (if Moody’s is then
rating the Bonds), Fitch (if Fitch is then rating the Bonds) and Standard & Poor’s (if
Standard & Poor’s is then rating the Bonds); provided that as used in this clause (xi) and
clause (xii) investments will be deemed to satisfy the requirements of clause (x) if they
meet the requirements set forth in clause (x) ending with the words “clauses (i), (ii) or (iii)
above” and without regard to the remainder of such clause (x);

(xii)  investment agreements with a domestic or foreign bank or corporation
(other than a life or property casualty insurance company) the long-term debt of which,
or, in the case of a guaranteed corporation the long-term debt, or, in the case of a
monoline financial guaranty insurance company, claims paying ability, of the guarantor is
rated at least “AA” by Standard & Poor’s and “AA” by Fitch; provided, that the terms of
the investment agreement will be approved in writing by each insurer of the Bonds, if
any;



(xiii) shares of beneficial interest in diversified management companies
investing exclusively in securities and obligations described in clauses (i) through (xii) of
this definition of Investment Securities and which companies are rated in their respective
highest Rating Categories by Moody’s (if Moody’s is then rating the Bonds), Fitch (if
Fitch is then rating the Bonds) and Standard & Poor’s (if Standard & Poor’s is then rating
the Bonds) or have an investment advisor registered with the Securities and Exchange
Commission with not less than five years experience investing in such securities and
obligations and with assets under management in excess of $500,000,000;

(xiv)  the Local Agency Investment Fund; and
(xv)  any investment approved by the Council.

“‘Maximum Annual Debt Service” means the greatest amount of principal and interest
becoming due and payable on all Bonds and Parity Debt in the Fiscal Year in which the
calculation is made or any subsequent Fiscal Year using the principles and assumptions set
forth under the definition of Debt Service.

“Moody’s” means Moody’s Investors Service, a corporation duly organized and existing
under and by virtue of the laws of the State of Delaware, and its successors and assigns, except
that if such corporation will be dissolved or liquidated or will no longer perform the functions of a
securities rating agency, then the term “Moody’s” will be deemed to refer to any other nationally

recognized securities rating agency selected by the City.

“One Month USD LIBOR Rate” means the rate for deposits in U.S. dollars for a one-
month maturity that appears on Reuters Screen LIBOR01 Page (or such other page as may
replace that page on that service, or such other service as may be nominated by the British
Bankers Association, for the purpose of displaying London interbank offered rates for U.S. dollar
deposits) as of 11:00 a.m., London time, on the date of determination of such rate, except that,
if such rate does not appear on such page on such date, the One Month USD LIBOR Rate
means a rate determined on the basis of the rates at which deposits in U.S. dollars for a one-
month maturity and in a principal amount of at least U.S. $1,000,000 are offered at
approximately 11:00 a.m., London time, on such date, to prime banks in the London interbank
market by three major banks in the London interbank market (in the Indenture referred to as the
“‘Reference Banks”) selected by the Trustee (provided, however, that the Trustee may appoint
an agent to identify such Reference Banks). The Trustee or its agent is to request the principal
London office of each of such Reference Banks to provide a quotation of its rate. If at least two
such quotations are provided, the One Month LIBOR Rate will be the arithmetic mean of such
quotations. If fewer than two quotations are provided, the One Month LIBOR Rate will be the
arithmetic mean of the rates quoted by three (if three quotations are not provided, two or one, as
applicable) major banks in New York City, selected by the Trustee or its agent, at approximately
11:00 a.m., New York City time, on such date for loans in U.S. dollars to leading European
banks in a principal amount of at least U.S. $1,000,000 having a one-month maturity. If none of
the banks in New York City selected by the Trustee or its agent is then quoting rates for such
loans, then the One Month LIBOR Rate for the ensuing interest period will mean the One Month
LIBOR Rate most recently in effect.

“Opinion of Bond Counsel” means a written opinion of a law firm of national standing in
the field of public finance selected by the City.



“Outstanding,” when used as of any particular time with reference to Bonds, means
(subject to the provisions of the Indenture) all Bonds theretofore, or thereupon being,
authenticated and delivered by the Trustee under the Indenture except (1) Bonds theretofore
cancelled by the Trustee or surrendered to the Trustee for cancellation; (2) Bonds with respect
to which all liability of the City will have been discharged in accordance with the Indenture,
including Bonds (or portions of Bonds) referred to in the Indenture; and (3) Bonds for the
transfer or exchange of or in lieu of or in substitution for which other Bonds will have been
authenticated and delivered by the Trustee pursuant to the Indenture.

“‘Owner” whenever used in the Indenture with respect to a Bond, means the person in
whose name such Bond is registered.

“Parity Debt” means SRF Obligations and any other indebtedness, installment sale
obligation, lease obligation or other obligation of the City for borrowed money or Interest Rate
Swap Agreement having an equal lien and charge upon the Water Net Revenues, therefore
payable on a parity with the Bonds (whether or not any Bonds are Outstanding).

“Parity Reserve Fund” means the reserve fund created for Participating Bonds pursuant
to the Indenture.

“Participating Bonds” means all Bonds Outstanding other than Bonds which are
designated by the City as Bonds that will not constitute Participating Bonds in accordance with
the provisions of the Indenture.

“Person” means an association, corporation, firm, partnership, trust, or other legal entity
or group of entities, including a governmental entity or any agency or political subdivision
thereof.

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

“‘Rebate Fund” means that fund established under the Indenture.
“‘Rebate Requirement” means the Rebate Requirement defined in a Tax Certificate.

“‘Redemption Price” means, with respect to any Bond (or portion thereof) the Bond
Obligation of such Bond (or portion thereof) plus the applicable premium, if any, payable upon
redemption thereof pursuant to the provisions of such Bond and the Indenture.

“‘Reserve Fund Requirement” means, as of any date of calculation, (i) with respect to the
Parity Reserve Fund, an amount equal to one-half of the greatest amount of principal and
interest becoming due and payable on all Outstanding Participating Bonds in the then current or
any future Fiscal Year, net of any expected Subsidy Payment, and (ii) with respect to any Series
Reserve Fund for a Series of Bonds that do not constitute Participating Bonds, the reserve fund
requirement (which reserve fund requirement may be zero ($0)), specified for such Series of
Bonds in a Supplemental Indenture setting forth the terms of such Bonds, all as computed and
determined by the City and specified in writing to the Trustee.



“Securities Depository” will have the meaning assigned to such term in the Indenture or,
in accordance with then-current guidelines of the Securities and Exchange Commission, to such
other addresses and/or such other securities depository or depositories, or no such
depositories, as the City may designate in a Request of the City delivered to the Trustee.

“Second Supplemental Indenture” means the Second Supplemental Burbank Water and
Power Water Revenue Bond Indenture, dated as of November 1, 2010, by and between the City
and the Trustee.

“Serial Bonds” means Bonds, maturing in specified years, for which no mandatory
sinking fund payments are provided.

“Series,” whenever used in the Indenture with respect to Bonds, means all of the Bonds
designated as being of the same series, authenticated and delivered in a simultaneous
transaction, regardless of variations in maturity, interest rate, redemption and other provisions,
and any Bonds thereafter authenticated and delivered upon transfer or exchange or in lieu of or
in substitution for (but not to refund) such Bonds as provided in the Indenture.

“Series Reserve Fund” means a reserve fund created for a Series of Bonds that do not
constitute Participating Bonds as specified in a Supplemental Indenture setting forth the terms
of such Series of Bonds.

“Series 2010B Bonds” means the City of Burbank, California Burbank Water and Power
Water Revenue Bonds, Series of 2010B (Taxable Build America Bonds).

“SIFMA Swap Index” means, on any date, a rate determined on the basis of the seven-
day high grade market index of tax-exempt variable rate demand obligations, as produced by
Municipal Market Data and published or made available by the Securities Industry and Financial
Markets Association (formerly the Bond Market Association) (“SIFMA”) or by any Person acting
in cooperation with or under the sponsorship of SIFMA and acceptable to the Trustee and
effective from such date.

“SRF Obligations” means the loan contract, dated April 1, 1994, between the California
State Water Resources Control Board and the City and any similar loan made to the City from
the California State Water Resources Control Board payable from Water Net Revenues on a
parity with any Bonds and Parity Debt.

“Standard & Poor's” means Standard & Poor’s, Rating Services, a division of the
McGraw-Hill Companies, Inc., and its successors and assigns, except that if such corporation
will be dissolved or liquidated or will no longer perform the functions of a securities rating
agency, then the term “Standard & Poor’s” will be deemed to refer to any other nationally
recognized securities rating agency selected by the City.

“State” means the State of California.

“Subsidy Payment” means the payment from the United States Treasury to the City (or
its designee) that is authorized by the Code and is calculated by reference to the interest due on
a Series of Bonds (or portion thereof) on or about each interest payment date therefor based
upon the qualification of such Series of Bonds (or portion thereof) as a “qualified bond” under
applicable Code requirements, and the City’s irrevocable election to treat such Series of Bonds
(or portion thereof) as such at the time of their issuance.



“Supplemental Indenture” means any indenture hereafter duly executed and delivered,
supplementing, modifying or amending the Indenture, but only if and to the extent that such
Supplemental Indenture is specifically authorized under the Indenture.

“Tax Certificate” means a Tax Certificate delivered by the City at the time of the issuance
and delivery of any Series of Bonds, as the same may be amended or supplemented in
accordance with its terms.

“Term Bonds” means Bonds payable at or before their specified maturity date or dates
from mandatory sinking fund payments established for that purpose and calculated to retire
such Bonds on or before their specified maturity date or dates.

“Treasurer” means the Treasurer of the City.

“Trustee” means Wells Fargo Bank, National Association, acting as trustee under the
Indenture, or any successor thereto.

“Variable Rate Indebtedness” means any indebtedness the interest rate on which is not
fixed at the time of incurrence of such indebtedness, and has not at some subsequent date
been fixed at a single numerical rate for the entire term of the indebtedness.

“Water Net Revenues” means the amount of Water Revenues of the Water System
remaining after payment therefrom of the Water Operating Expenses.

“Water Operating Expenses” means the amount required to pay the expenses of
management, repair and other costs necessary to operate, maintain and preserve the Water
System in good repair and working order, including but not limited to, the expenses of
conducting the Water System, but excluding depreciation.

“Water Revenue Fund” means the Water Revenue Fund established pursuant to the
Indenture.

“Water Revenues” means all the revenues from rates, fees and charges for providing
water service to persons and real property and all other fees, rents and charges and other
revenues derived by the City from the ownership, operation, use or service of the Water
System, including contributions in aid of construction; provided, that the City may by election in
a Supplemental Indenture relating to a Series of Bonds or Parity Debt exclude from Water
Revenues any Subsidy Payment.

“Water System” means the entire system and facilities of the City for the distribution of
water as said system now exists and including all additions, extensions and improvements
thereto later constructed or acquired.

Transfer and Exchange of Bonds; Bond Register

Transfer of Bonds. Any Bond may, in accordance with its terms, be transferred, upon
the register required to be kept pursuant to the Indenture, by the person in whose name it is
registered, in person or by his or her duly authorized attorney, upon surrender of such Bond for
cancellation, accompanied by delivery of a written instrument of transfer, duly executed in a
form acceptable to the Trustee.



Whenever any Bond or Bonds are surrendered for transfer, the City will execute and the
Trustee will authenticate and deliver a new Bond or Bonds, of the same Series, tenor, maturity
and interest rate and for a like aggregate principal amount; provided that no registration or
transfer may occur during the period established by the Trustee for selection of Bonds for
redemption, or of any Bond or portion of a Bond so selected for redemption. The Trustee will
require the Owner requesting such transfer to pay any tax or other governmental charge
required to be paid with respect to such transfer.

Exchange of Bonds. Bonds may be exchanged at the Corporate Trust Office of the
Trustee for a like aggregate principal amount of Bonds of other authorized denominations of the
same Series, tenor, maturity and interest rate by the person in whose name it is registered, in
person or by his or her duly authorized attorney, upon surrender of such Bond for cancellation;
provided that, unless otherwise provided in any Supplemental Indenture, no exchange may
occur during the period established by the Trustee for selection of Bonds for redemption, or of
any Bond or portion of a Bond so selected for redemption. The Trustee will require the Owner
requesting such exchange to pay any tax or other governmental charge required to be paid with
respect to such exchange.

Bond Register. The Trustee will keep or cause to be kept, at its Corporate Trust Office
sufficient books for the registration and transfer of the Bonds, which will at all times be open to
inspection during normal business hours by the City upon reasonable prior notice; and, upon
presentation for such purpose, the Trustee will, under such reasonable regulations as it may
prescribe, register or transfer or cause to be registered or transferred, on such books, Bonds as
hereinbefore provided.

Temporary Bonds. The Bonds may be issued in temporary form exchangeable for
definitive Bonds. Any temporary Bond may be printed, lithographed or typewritten, will be of
such denomination as may be determined by the City, will be in registered form and may
contain such reference to any of the provisions of the Indenture as may be appropriate. A
temporary Bond may be in the form of a single Bond payable in installments, each on the date,
in the amount and at the rate of interest established for the Bonds maturing on such date. Every
temporary Bond will be executed by the City and authenticated by the Trustee upon the same
conditions and in substantially the same manner as the definitive Bonds. If the City issues
temporary Bonds it will execute and deliver definitive Bonds after being requested to do so, and
thereupon the temporary Bonds may be surrendered, for cancellation, in exchange therefor at
the Corporate Trust Office of the Trustee and the Trustee will authenticate and deliver in
exchange for such temporary Bonds an equal aggregate principal amount of definitive Bonds of
authorized denominations of the same Series, tenor and maturity or maturities. Until so
exchanged, the temporary Bonds will be entitled to the same benefits under the Indenture as
definitive Bonds authenticated and delivered hereunder.

Bonds Mutilated, Lost, Destroyed or Stolen. If any Bond becomes mutilated, the City, at
the expense of the Owner of said Bond, will execute, and the Trustee will thereupon
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. Every mutilated
Bond so surrendered to the Trustee will be cancelled by it and delivered to, or upon the Order
of, the City. If any Bond is lost, destroyed or stolen, evidence of such loss, destruction or theft
may be submitted to the City and the Trustee and, if such evidence be satisfactory to both and
indemnity satisfactory to them will be given, the City, at the expense of the Owner, will execute,
and the Trustee will thereupon authenticate and deliver, a new Bond of like tenor in lieu of and
in substitution for the Bond so lost, destroyed or stolen (or if any such Bond matured or is called



for redemption, instead of issuing a substitute Bond, the Trustee may pay the same without
surrender thereof upon receipt of the aforementioned indemnity). The City may require payment
of a sum not exceeding the actual cost of preparing each new Bond issued under this paragraph
and of the expenses which may be incurred by the City and the Trustee in the premises. Any
Bond issued under the provisions of this paragraph in lieu of any Bond alleged to be lost,
destroyed or stolen will constitute an original additional contractual obligation on the part of the
City whether or not the Bond so alleged to be lost, destroyed or stolen be at any time
enforceable by anyone, and will be entitled to the benefits of the Indenture with all other Bonds
secured by the Indenture. Neither the City nor the Trustee will be required to treat both the
original Bond and any replacement Bond as being Outstanding for the purpose of determining
the principal amount of Bonds which maybe issued hereunder or for the purpose of determining
any percentage of Bonds Outstanding hereunder, but both the original and replacement Bond
will be treated as one and the same.

Issuance of Bonds

General. The City may by Supplemental Indenture establish one or more Series of
Bonds payable from Water Net Revenues and secured by the pledge made under the Indenture
equally and ratably with Bonds previously issued, and the City may issue, and the Trustee may
authenticate and deliver to the purchasers thereof, Bonds of any Series so established, in such
principal amount as will be determined by the City, but only, with respect to each Series of
Bonds, upon compliance by the City with the provisions of the Indenture (except the first
Series of Bonds may be issued upon compliance by the City with the requirements of the
Indenture and without further condition) and any additional requirements set forth in said
Supplemental Indenture and subject to the following specific conditions, which are made
conditions precedent to the issuance of any such additional Series of Bonds:

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

(b) the aggregate principal amount of Bonds issued under the Indenture will
not exceed any limitation imposed by law or otherwise;

(c) with respect to any additional Series of Bonds that are Participating
Bonds, there will be deposited in the Parity Reserve Fund, an amount of money so as to
increase the amount on deposit therein to the Reserve Fund Requirement, and, with
respect to any additional Series of Bonds which do not constitute Participating Bonds,
there will be deposited in the Series Reserve Fund, if any, for such Series of Bonds, an
amount of money equal to the Reserve Fund Requirement for such Series of Bonds; and

(d) the City will have placed on file with the Trustee a Certificate of the City
certifying that the sum of: (1) the Water Net Revenues, plus (2) 90 percent (90%) of the
amount by which the City projects Water Net Revenues for any period of twelve (12)
consecutive months during the eighteen (18) months immediately preceding the date on
which any additional Bonds or Parity Debt will become Outstanding would have been
increased had increases in rates, fees and charges during such period of twelve (12)
months been in effect throughout such period of twelve (12) months; plus (3) 75 percent
(75%) of the amount by which the City projects Water Net Revenues will increase during
the period of twelve (12) months commencing on the date of issuance of such additional
Bonds or Parity Debt due to improvements to the Water System under construction
(financed from any source) or to be financed with the proceeds of such additional
Series of Bonds or Parity Debt, will (4) have been at least equal to 1.20 times the



amount of Debt Service due within the next consecutive twelve (12) month period on all
Bonds and Parity Debt then outstanding and the additional Bonds or Parity Debt then
proposed to be issued.

If additional assets or revenues are included within the definition of “Water Net
Revenues” by a Supplemental Indenture, such additional assets or revenues will be included in
the calculations in subsection (d) above, as appropriate, as if such additional assets or revenues
had always been included in Water Net Revenues.

Proceedings for Issuance of Additional Series of Bonds. Whenever the City will
determine to issue a Series of Bonds pursuant to the Indenture, the City will authorize the
execution of a Supplemental Indenture specifying the principal amount, and prescribing the form
or forms of Bonds of such additional Series and providing the terms, conditions, distinctive
designation, denominations, date, maturity date or dates, interest rate or rates (or the manner of
determining the same), redemption provisions and place or places of payment of principal or
Redemption Price, if any, of and interest on such Bonds, and any other provisions respecting
the Bonds of such Series not inconsistent with the terms of the Indenture.

Each additional Series of Bonds will constitute Participating Bonds unless the
Supplemental Indenture authorizing such Series of Bonds provides that such Series of Bonds
will not be Participating Bonds and, if such Series of Bonds will not be Participating Bonds,
provides for the establishment of a Series Reserve Fund for such Series of Bonds, provides for
the pledge of amounts on deposit in such Series Reserve Fund to the payment of such Series of
Bonds secured thereby, and establishes the Reserve Fund Requirement for such Series
Reserve Fund.

Before such additional Series of Bonds will be issued and delivered, the City will file the
following documents with the Trustee (upon which documents the Trustee may conclusively rely
in determining whether the conditions precedent to the issuance of such Series of Bonds have
been satisfied):

(a) an executed copy of the Supplemental Indenture authorizing such Series;

(b) a Certificate of the City stating that no Event of Default has occurred and
is then continuing;

(c) an Opinion of Bond Counsel to the effect that the execution of the
Supplemental Indenture has been duly authorized by the City in accordance with the
Indenture and that such Series, when duly executed by the City and authenticated and
delivered by the Trustee, will be valid and binding limited obligations of the City; and

(d) the Certificate of the City required under “General” above.

Issuance of Refunding Bonds. Notwithstanding any provisions in the Indenture, there
will be no limitation on the ability of the City to issue any Bonds at any time to refund any
outstanding Bonds or Parity Debt issued pursuant to the Indenture.

Limitations on the Issuance of Obligations. The City will not, so long as any of the
Bonds are Outstanding, issue any obligations or securities, howsoever denominated, payable in
whole or in part from Water Net Revenues, except the following:



(a) Bonds of any Series authorized pursuant to the Indenture;

(b) refunding Bonds authorized pursuant to the provisions described under
“Issuance of Refunding Bonds” above;

(c) Parity Debt payable on a parity with the Bonds and which will have, when
issued, an equal lien and charge upon the Water Net Revenues, provided that the
following conditions to the issuance of such Parity Debt are satisfied:

(1) such Parity Debt has been duly and legally authorized for any
lawful purpose;

(2) no Event of Default will have occurred and then be continuing, as
evidenced in a Certificate of the City filed with the Trustee;

(3) unless such Parity Debt is for the refunding purposes specified in
the Indenture, the City will have obtained and placed on file with the Trustee a
Certificate of the City that (on the basis of calculations as of the date of delivery
of such Parity Debt) the requirements of the Indenture with respect to additional
Bonds have been met with respect to such Parity Debt;

(4) the City will have filed with the Trustee an opinion of counsel to
the effect that such Parity Debt has been duly authorized in accordance with law
and constitutes a valid and binding obligation of the City payable from Water Net
Revenues on a parity with the Bonds; and

(5) the Trustee will be designated as paying agent or trustee for such
Parity Debt and the City will deliver to the Trustee a transcript of the proceedings
providing for the issuance of such Parity Debt (but the Trustee will not be
responsible for the validity or sufficiency of such proceedings or such Parity
Debt); or

(d) Obligations which are junior and subordinate to the payment of the
principal, premium, interest and reserve fund requirements for the Bonds and all Parity
Debt and which subordinated obligations are payable as to principal, premium, interest
and reserve fund requirements, if any, only out of Water Net Revenues, after the prior
payment of all amounts then required to be paid under the Indenture from Water Net
Revenues, for principal, premium, interest and reserve fund requirements for the Bonds
and all Parity Debt, as the same become due and payable and at the times and in the
manner as required in the Indenture.

Pledge of Water Net Revenues; Water Revenue Fund

The Bonds are revenue obligations of the City and are payable as to both principal and
interest, and any premium upon redemption thereof, exclusively from Water Net Revenues and
from the other funds pledged under the Indenture. All Water Net Revenues are pledged under
the Indenture to secure the payment of the principal of and redemption premium, if any, and
interest on the Bonds and any Parity Debt in accordance with their terms, subject only to the
provisions of the Indenture permitting the application thereof for the purposes and on the terms
and conditions set forth in the Indenture. There are pledged under the Indenture to secure the



payment of the principal of and redemption premium, if any, and interest on the Bonds in
accordance with their terms all amounts (including proceeds of the Bonds) held by the Trustee
under the Indenture (except for amounts held in the Rebate Fund), subject only to the provisions
of the Indenture permitting the application thereof for the purposes and on the terms and
conditions set forth in the Indenture. Such pledge will constitute a first lien on the Water Net
Revenues and amounts in such funds and will be valid and binding from and after delivery by
the Trustee of the Bonds or Parity Debt, without any physical delivery thereof or further act.

The Water Net Revenues are pledged under the Indenture to the payment of Bonds and
Parity Debt without priority or distinction of one over the other and the Water Net Revenues
constitute a trust fund for the security and payment of the Bonds and Parity Debt; but
nevertheless out of Water Net Revenues, certain amounts may be applied for other purposes as
provided in the Indenture.

Out of Water Net Revenues, there will be applied as set forth in the Indenture all sums
required for the payment of the principal of (including any premium thereon) and interest on the
Bonds and all Parity Debt, together with any mandatory sinking fund payments of Bonds and
Parity Debt and reserve fund requirements with respect thereto. All remaining Water Net
Revenues, after making the foregoing allocation, will be available to the City for all lawful City
purposes. The pledge of Water Net Revenues in the Indenture made will be irrevocable until all
of the Bonds and all Parity Debt are no longer outstanding.

As long as any Bonds are Outstanding or any Parity Debt remains unpaid, the City will
forthwith deposit in a fund, designated as the “Water Revenue Fund,” which fund the City will
establish and maintain, all Water Net Revenues when and as received by the City. Unless
otherwise provided in the Indenture or in any Supplemental Indenture, investment income on
amounts held by the City under the Indenture (other than amounts held in the Rebate Fund or
for which particular instructions are provided in a Supplemental Indenture) will also be deposited
in the Water Revenue Fund. All moneys at any time held in the Water Revenue Fund will be
held in trust for the benefit of the Owners of the Bonds and Parity Debt and will be disbursed,
allocated and applied solely for the uses and purposes set forth in the Indenture.

Payments Into Other Funds

As soon as practicable in each month after the deposit of Water Net Revenues into the
Water Revenue Fund, but in any case no later than the last Business Day of such month, the
City will withdraw from the Water Revenue Fund and pay to the Trustee for deposit in the
following funds and accounts, in the following order, the amounts set forth below:

(a) in the Debt Service Fund established pursuant to the Indenture, the
amount, if any, required so that the balance in said fund, including any subaccounts
therein, to the extent moneys in such subaccounts are available to pay Accrued
Aggregate Debt Service as of the last day of the then current month, will equal the
Accrued Aggregate Debt Service as of the last day of the then current month; provided,
that for purposes of this paragraph, the calculation of Debt Service with respect to the
definition of Accrued Aggregate Debt Service will be made without regard to an election
by the City to include any Subsidy Payment in Water Revenues or to exclude any
Subsidy Payment from Water Revenues and without regard to paragraph (i) of the
definition of Debt Service; and



(b) in the Parity Reserve Fund established pursuant to the Indenture and in
each Series Reserve Fund established pursuant to a Supplemental Indenture the
amount, if any, required so that the amount credited to such Parity Reserve Fund and
each such Series Reserve Fund will, except as otherwise provided in the Indenture, be
at least equal to the respective Reserve Fund Requirement as of the last day of the then
current month; provided, that the deposits to the Parity Reserve Fund and each Series
Reserve Fund will be made without preference or priority between such deposits and in
the event of any deficiency in Water Net Revenues to make the deposits required by this
paragraph, such Water Net Revenues will be deposited into the Parity Reserve Fund
and each Series Reserve Fund ratably based on the amount required to be deposited in
each such fund, without discrimination or preference;

provided, that on a parity with such deposits, the City will set aside or transfer amounts to the
appropriate accounts with respect to outstanding Parity Debt as provided in the proceedings for
such Parity Debt (which will be proportionate in the event such amounts are insufficient to
provide for all deposits required as of any date to be made with respect to the Bonds and such
Parity Debt).

Debt Service Fund

The Trustee will establish and maintain and hold in trust so long as any Bonds remain
Outstanding, a special fund designated as the “Debt Service Fund.” The Trustee will pay out of
the Debt Service Fund: (i) on or before each interest payment date for any Outstanding Bonds,
the amount required for the interest payable on such date; (ii) on or before each principal
payment date or redemption date, the amount required for the Bond Obligation payable on such
due date (including any mandatory sinking fund payment to be paid on such date); and (iii) on or
before any redemption date for Outstanding Bonds, the amount required for the payment of
interest on such Bonds then to be redeemed. Such amounts will be applied for such purposes
by the Trustee on the due date thereof. The Trustee will also pay out of the Debt Service Fund
the accrued interest included in the purchase price of any Bonds, the Debt Service of which may
be paid from the moneys in such fund, purchased for retirement, without regard to an election
by the City to include any Subsidy Payment in Water Revenues or to exclude any Subsidy
Payment from Water Revenues.

On or prior to the forty-fifth (45"™) day preceding the due date of each mandatory sinking
fund payment, any amounts then on deposit in the Debt Service Fund with respect to any
mandatory sinking fund payment (exclusive of amounts, if any, set aside in said fund which
were deposited therein from the proceeds of Bonds, but inclusive of amounts accumulated
therein with respect to interest on the Bonds for which such mandatory sinking fund payment is
to be paid) may, and if so directed by the City will, be applied by the Trustee to the purchase of
Bonds of the Series and maturity for which such mandatory sinking fund payment was
established in an amount not exceeding that necessary to complete the retirement of the
unsatisfied balance of such mandatory sinking fund payment. All purchases of any Bonds
pursuant to this subsection will be made at prices not exceeding the applicable sinking fund
Redemption Price of such Bonds plus accrued interest, and such purchases will be made by the
Trustee as directed by the City. If directed by the City, on or prior to the forty-fifth (45") day next
preceding a mandatory sinking fund payment due date, there will be applied as a credit against
such mandatory sinking fund payment, and there will be deemed to constitute part of the Debt
Service Fund until such mandatory sinking fund payment due date, for the purpose of
calculating the amount on deposit in such fund, the applicable sinking fund Redemption Price
(or principal amount of maturing Bonds) of any Bonds of the Series and maturity for which such



mandatory sinking fund payment was established, that were cancelled or delivered to the
Trustee for cancellation on or prior to the forty-fifth (45") day next preceding such mandatory
sinking fund payment due date and that was not previously applied as a credit against a
mandatory sinking fund payment, including any Bonds purchased pursuant to this subsection
and as to which the City has properly claimed a credit against the next mandatory sinking fund
payment. As soon as practicable after the forty-fifth (45") day preceding the due date of any
such mandatory sinking fund payment, the Trustee will proceed to call for redemption on such
date, Bonds of the Series and maturity for which such mandatory sinking fund payment was
established (except in the case of Bonds maturing on a mandatory sinking fund payment due
date). The Trustee will pay out of the Debt Service Fund, on or before such redemption date (or
maturity date), the amount required for the redemption of the Bonds so called for redemption (or
for the payment of such Bonds then maturing), and such amounts will be applied to such
redemption (or payment).

The amount, if any, deposited in the Debt Service Fund, including any subaccount, from
the proceeds of each Series of Bonds will be set aside in such fund and applied to the payment
of interest on Bonds as provided in the Supplemental Indenture relating to the issuance of such
Series of Bonds and will be deemed available to pay Accrued Aggregate Debt Service only to
the extent so provided without regard to an election by the City to include any Subsidy Payment
in Water Revenues or to exclude any Subsidy Payment from Water Revenues.

If one or more Bonds are refunded, the Trustee may, upon the direction of the City with
the advice of Bond Counsel, withdraw from the Debt Service Fund amounts accumulated
therein with respect to Debt Service (without regard to an election by the City to include any
Subsidy Payment in Water Revenues or to exclude any Subsidy Payment from Water
Revenues) on the Bonds being refunded and deposit such amounts as directed by the City, to
be held for the payment of the principal or Redemption Price, if applicable, or interest on the
Bonds being refunded; provided that such withdrawal will not be made unless (a) immediately
thereafter the Bonds being refunded will be deemed to have been paid pursuant to the
Indenture, and (b) the amount remaining in the Debt Service Fund after such withdrawal will not
be less than the requirement of such fund pursuant to the Indenture.

Any provisions of the Indenture to the contrary notwithstanding, so long as there will be
held in the Debt Service Fund an amount sufficient to pay in full all Outstanding Bonds in
accordance with their terms (including principal or Redemption Price, if applicable, and interest
thereon), no deposits will be required to be made into the Debt Service Fund.

Parity Reserve Fund; Series Reserve Funds

The Trustee will establish and maintain and hold in trust so long as Participating Bonds
remain Outstanding, a special fund designated as the “Parity Reserve Fund.” Amounts on
deposit in the Parity Reserve Fund are pledged to the payment of the Participating Bonds and
will be applied only for such purposes as permitted in the Indenture. In accordance with the
Indenture and as provided in any Supplemental Indenture for a Series of Bonds which are not
Participating Bonds, the Trustee will establish and maintain and hold in trust so long as such
Series of Bonds which are not Participating Bonds remains outstanding, a Series Reserve Fund
for such Series of Bonds that are not Participating Bonds. In accordance with the Indenture and
pursuant to the Supplemental Indenture for any Series of Bonds which are not Participating
Bonds, amounts on deposit (if any) in each such Series Reserve Fund will be pledged to the
payment of the applicable Series of Bonds which are not Participating Bonds to be secured
thereby and will be applied only for such purposes as permitted in the Indenture. The Trustee



will deposit in the Parity Reserve Fund and in each Series Reserve Fund, the amounts required
to be deposited therein pursuant to the Indenture and such other amounts transferred to the
Trustee by the City for deposit therein pursuant to the Indenture. No deposit need be made in
the Parity Reserve Fund or any Series Reserve Fund so long as there will be on deposit therein
a sum equal to the respective Reserve Fund Requirement. Whenever the amount on deposit in
the Parity Reserve Fund or any Series Reserve Fund is less than the applicable Reserve Fund
Requirement, such amount will be increased to the applicable Reserve Fund Requirement as
provided for in this paragraph not later than twelve months thereafter.

If on the last Business Day of any month, the amount on deposit in the Debt Service
Fund will be less than the amount required to be in such Debt Service Fund pursuant to the
Indenture with respect to Participating Bonds, the Trustee will apply amounts from the Parity
Reserve Fund to the extent necessary to make good the deficiency with respect to the
Participating Bonds; and if on the last Business Day of any month, the amount on deposit in the
Debt Service Fund will be less than the amount required to be in such Debt Service Fund
pursuant to the Indenture with respect to any Series of Bonds for which a Series Reserve Fund
has been established, the Trustee will apply amounts (if any) from the applicable Series
Reserve Fund to the extent necessary to make good the deficiency with respect to the Series of
Bonds secured by such Series Reserve Fund.

Whenever the amount in the Parity Reserve Fund, together with the amount in the Debt
Service Fund available for such purpose, is sufficient to pay in full all Outstanding Participating
Bonds in accordance with their terms (including principal or applicable mandatory sinking fund
payments and interest thereon), the funds on deposit in the Parity Reserve Fund will be
transferred to the Debt Service Fund and applied ratably to the payment or redemption of the
Participating Bonds. Whenever the amount in the Series Reserve Fund, together with the
amount in the Debt Service Fund available for such purpose, is sufficient to pay in full all of the
Outstanding future Series of Bonds secured by such Series Reserve Fund in accordance with
their terms (including principal or applicable mandatory sinking fund payments and interest
thereon), the funds on deposit in the applicable Series Reserve Fund will be transferred to the
Debt Service Fund and applied to the payment or redemption of the Series of Bonds secured by
such Series Reserve Fund.

If any Participating Bonds are refunded, the Trustee may, upon the direction of the City
with the advice of Bond Counsel, withdraw from the Parity Reserve Fund any amounts on
deposit therein and deposit such amounts as directed by the City, to be held for the payment of
the principal or Redemption Price, if applicable, or interest on the Participating Bonds being
refunded; provided, that such withdrawal will not be made unless (a) immediately thereafter any
Participating Bonds being refunded will be deemed to have been paid pursuant to the Indenture,
and (b) the amount remaining in the Parity Reserve Fund after such withdrawal, taking into
account any deposits to be made in the Parity Reserve Fund in connection with such refunding,
will not be less than the Reserve Fund Requirement with respect to the Parity Reserve Fund. If
all or any portion of any Series of Bonds secured by a Series Reserve Fund are refunded, the
Trustee may, upon the direction of the City with the advice of Bond Counsel, withdraw from
such Series Reserve Fund any amounts on deposit therein and deposit such amounts as
directed by the City, to be held for the payment of the principal or Redemption Price, if
applicable, or interest on such Series of Bonds secured by such Series Reserve Fund or portion
thereof being refunded; provided, that such withdrawal will not be made unless (a) immediately
thereafter such Series of Bonds or portion thereof being refunded will be deemed to have been
paid pursuant to the Indenture, and (b) the amount remaining in the Series Reserve Fund after
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such withdrawal will not be less than the Reserve Fund Requirement with respect to such
Series Reserve Fund.

Except as otherwise provided in a Supplemental Indenture, amounts on deposit in the
Parity Reserve Fund or any Series Reserve Fund in excess of the respective Reserve Fund
Requirement will, at the Written Request of the City, be withdrawn from the Parity Reserve Fund
or Series Reserve Fund, as applicable, and transferred to the City and applied as permitted by
Bond Counsel.

The City may provide for all or any part of the Reserve Fund Requirement for the Parity
Reserve Fund or any Series Reserve Fund by delivering to the Trustee an irrevocable letter of
credit issued by a financial institution having unsecured debt obligations rated in one of the two
highest Rating Categories of Moody’s, Fitch or Standard & Poor’s at the time such letter of
credit is issued, securing an amount, together with moneys, Investment Securities or surety
bonds or insurance policies on deposit in the Parity Reserve Fund or such Series Reserve
Fund, equal to the applicable Reserve Fund Requirement. Such letter of credit will have an
original term of no less than three (3) years or, if less, the final maturity of the Participating
Bonds or the Series of Bonds secured thereby, as applicable, and such letter of credit will
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 letter of credit, the City will 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 maturity of the Participating Bonds or the Series of Bonds secured thereby, as
applicable, or (iii) deliver to the Trustee a surety bond or an insurance policy satisfying the
requirements of the Indenture. Upon delivery of such replacement letter of credit, extended
letter of credit, or surety bond or insurance policy, the Trustee will deliver the then-effective
letter of credit to or upon the order of the City. If the City will fail to deposit a replacement letter
of credit, extended letter of credit, surety bond or insurance policy with the Trustee, the City will
immediately commence to make monthly deposits with the Trustee so that an amount equal to
the Reserve Fund Requirement will be on deposit in the Parity Reserve Fund or Series Reserve
Fund, as applicable, no later than the stated expiration date of the letter of credit. If an amount
equal to the Reserve Fund Requirement, as of the date following the expiration of the letter of
credit, is not on deposit in the Parity Reserve Fund or Series Reserve Fund, as applicable, at
the earlier of one week prior to the stated expiration date of the letter of credit or the debt
service payment date (excluding from such determination the letter of credit), the Trustee will
draw on the letter of credit to fund the amount of any such deficiency in the Parity Reserve Fund
or Series Reserve Fund, as applicable.

The City may also provide for all or any part of the Parity Reserve Fund or any Series
Reserve Fund by delivering to the Trustee a surety bond or an insurance policy securing an
amount, together with moneys, Investment Securities or letters of credit on deposit in the Parity
Reserve Fund or such Series Reserve Fund, as applicable, equal to the applicable Reserve
Fund Requirement. Such surety bond or insurance policy will be issued by an insurance
company whose unsecured debt obligations (or obligations secured by such insurance
company’s insurance policies) are rated in one of the two highest Rating Categories of Moody'’s,
Fitch or Standard & Poor’s at the time such surety bond or insurance policy is issued. Such
surety bond or insurance policy will have a term of no less than the final maturity of the
Participating Bonds or the Series of Bonds secured thereby, as applicable. If such surety bond
or insurance policy for any reason lapses or expires, the City will immediately implement (i) or
(i) of paragraph (F) above or make the required deposits to the Parity Reserve Fund or Series
Reserve Fund, as applicable.
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The Trustee will ascertain the necessity for a draw or claim upon any letter of credit,
surety bond or insurance policy provided under the Indenture and will take such action as is
necessary in accordance with the terms thereof to received payments with respect thereto
(including the giving of notice as required thereunder) on any date on which moneys will be
required to be withdrawn from the Parity Reserve Fund or a Series Reserve Fund, as
applicable, and applied to the payment of the principal of or interest on any Participating Bonds
or Series of Bonds secured by such Parity Reserve Fund or Series Reserve Fund and such
withdrawal cannot be met by amounts on deposit in the Parity Reserve Fund or Series Reserve
Fund, as applicable. If a disbursement is made pursuant to letter of credit, surety bond or
insurance policy credited to the Parity Reserve Fund or any Series Reserve Fund, the City will
be obligated either (i) to reinstate the full amount of such letter of credit, surety bond or
insurance policy or (ii) to deposit into the Parity Reserve Fund or Series Reserve Fund, as
applicable, funds in the amount of such disbursement or a combination of such alternatives, as
will provide that the amount in the Parity Reserve Fund or such Series Reserve Fund, as
applicable, is at least equal to the applicable Reserve Fund Requirement. So long as a letter of
credit, surety bond or insurance policy will be in full force and effect for purposes of funding all
or any part of the Parity Reserve Fund or any Series Reserve Fund, as applicable, any deposits
required to be made in the Parity Reserve Fund or a Series Reserve Fund pursuant to the
Indenture will include any amounts due to the provider of the letter of credit, surety bond or
insurance policy resulting from a draw or claim upon such letter of credit, surety bond or
insurance policy (which amounts will constitute a deficiency in the Reserve Fund Requirement
for purposes of the Indenture). Any such amounts will be paid to the provider of such letter of
credit, surety bond or insurance policy as provided therein or in any related agreement.

Investment of Moneys in Funds and Accounts

All moneys in any of the funds, accounts and subaccounts held by the Trustee and
established pursuant to the Indenture will be invested, as directed by the City, solely in
Investment Securities. All Investment Securities will, as directed by the City in writing or by
telephone, promptly confirmed in writing, be acquired subject to the limitations as to
maturities set forth in the Indenture and such additional limitations or requirements consistent
with the foregoing as may be established by Request of the City. The Trustee may conclusively
rely upon any investment direction from the City as a certification to the Trustee that such
investment constitutes an Investment Security. If and to the extent the Trustee does not receive
investment instructions from the City with respect to the moneys in the funds and accounts held
by the Trustee pursuant to the Indenture, such moneys will be invested in Investment Securities
described in clause (xi) of the definition thereof and the Trustee will thereupon request
investment instructions from the City for such moneys.

Unless otherwise provided in the Indenture or in a Supplemental Indenture, all interest,
profits and other income received from the investment of moneys in any fund or account, other
than the Rebate Fund, will be transferred to the Water Revenue Fund when received. All
interest, profits and other income received from the investment of moneys in the Rebate Fund
will be deposited in the Rebate Fund, except as provided in the Indenture and any applicable
Supplemental Indenture. Notwithstanding anything to the contrary contained in the Indenture,
an amount of interest received with respect to any Investment Security equal to the amount of
accrued interest, if any, paid as part of the purchase price of such Investment Security will be
credited to the fund or account from which such accrued interest was paid.

The Trustee may commingle any of the funds or accounts established pursuant to the
Indenture into a separate fund or funds for investment purposes only, provided that all funds or
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accounts held by the Trustee under the Indenture will be accounted for separately as required
by the Indenture. The Trustee may act as principal or agent in the making or disposing of any
investment and, with the prior written consent of the City, may impose its customary charge
therefor. The Trustee may sell or present for redemption, any Investment Securities so
purchased whenever it will be necessary to provide moneys to meet any required payment,
transfer, withdrawal or disbursement from the fund or account to which such Investment
Security is credited, and the Trustee will not be liable or responsible for any loss resulting from
such investment.

The City may and the Trustee will, upon the Request of the City, and provided that the
Trustee is supplied with an Opinion of Bond Counsel to the effect that such action is permitted
under the laws of the State of California, enter into an interest rate swap agreement
corresponding to the interest rate or rates payable on a Series of Bonds or any portion thereof
and the amounts received by the City or the Trustee, if any, pursuant to such a swap agreement
may be applied to the deposits required under the Indenture; in which case, the entity with
which the City or the Trustee may contract for an interest rate swap is limited to entities the debt
securities of which are rated in their respective highest short-term debt Rating Categories by
Moody’s, Fitch or Standard & Poor’s. If the City so designates, amounts payable under the
interest rate swap agreement (other than termination payments due thereunder which will be
made expressly subordinate to the payment of the Bonds) will be secured by Water Net
Revenues on a parity basis with the Bonds and any Parity Debt and, in such event, the City will
pay to the Trustee for deposit in the Debt Service Fund, at the times and in the manner provided
by the Indenture, the amounts to be paid under such interest rate swap agreement, as if such
amounts were additional interest due on the Bonds to which such interest rate swap agreement
relates, and the Trustee will pay to the other party to the interest rate swap agreement, to the
extent required thereunder, amounts deposited in the Debt Service Fund for the payment of
interest on the Bonds with respect to which such agreement was entered.

Covenants
Pursuant to the Indenture, the City will covenant as follows:

Punctual Payment. The City will punctually pay or cause to be paid the principal or
Redemption Price of and interest on all the Bonds, in strict conformity with the terms of the
Bonds and of the Indenture, according to the true intent and meaning thereof, and will
punctually pay or cause to be paid all mandatory sinking fund payments, but in each case only
out of Water Net Revenues, as provided in the Indenture.

Extension of Payment of Bonds. The City will not directly or indirectly extend or assent
to the extension of the maturity of any of the Bonds or the time of payment of any Bonds or
claims for interest of such Bonds or claims for interest and in case the maturity of any of the
Bonds or the time of payment of any such claims for interest will be extended, such Bonds or
claims for interest will not be entitled, in case of any default under the Indenture, to the benefits
of the Indenture, except subject to the prior payment in full of the principal of all of the Bonds
then Outstanding and of all claims for interest thereon which will not have been so extended.
Nothing will be deemed to limit the right of the City to issue Bonds for the purpose of refunding
any Outstanding Bonds, and such issuance will not be deemed to constitute an extension of
maturity of Bonds.

Waiver of Laws. The City will not at any time insist upon or plead in any manner
whatsoever, or claim or take the benefit or advantage of, any stay or extension law now or at
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any time hereafter in force that may affect the covenants and agreements contained in the
Indenture or in the Bonds, and all benefit or advantage of any such law or laws is expressly
waived by the City to the extent permitted by law.

Further Assurances. The City will make, execute and deliver any and all such
instruments and assurances as may be reasonably necessary or proper to carry out the
intention or to facilitate the performance of the Indenture and for the better assuring and
confirming unto the Owners of the Bonds of the rights and benefits provided in the Indenture.

Against Encumbrances. The City will not create any pledge, lien or charge upon any of
the Water Net Revenues, having priority over the lien of the Bonds.

The City will pay or cause to be paid when due all sums of money that may become due
or purporting to be due for any labor, services, materials, supplies or equipment furnished, or
alleged to have been furnished, to or for the City in, upon, about or relating to the Water System
and will keep the Water System free of any and all liens against any portion of the Water
System. If any such lien attaches to or is filed against any portion of the Water System, the City
will cause each such lien to be fully discharged and released at the time the performance of any
obligation secured by any such lien matures or becomes due, except that if the City desires to
contest any such lien it may do so if contesting such lien will not materially impair operation of
the Water System. If any such lien will be reduced to final judgment and such judgment or any
process as may be issued for the enforcement thereof is not promptly stayed, or if so stayed
and such stay thereafter expires, the City will forthwith pay or cause to be paid and discharged
such judgment.

Accounting Records and Financial Statements. The City will at all times keep, or cause
to be kept, proper books of record and account, prepared in accordance with Generally
Accepted Accounting Principles Applicable to Governments, in which complete and accurate
entries will be made of all calculations relating to Water Net Revenues. Such books of record
and account will be available for inspection by the Trustee (who will have no duty to inspect) or
the Owners at reasonable hours and under reasonable circumstances.

The City will furnish the Trustee, within one hundred and eighty (180) days after the end
of each Fiscal Year, the financial statements of the City’'s Water and Electric Utility Enterprise
Funds for such Fiscal Year, together with the report and opinion of an independent certified
public accountant stating that the financial statements have been prepared in accordance with
Generally Accepted Accounting Principles Applicable to Governments and that such
accountant’'s examination of the financial statements was performed in accordance with
generally accepted auditing standards and a Certificate of the Treasurer of the City stating that
no event which constitutes an Event of Default or which with the giving of notice or the passage
of time or both would constitute an Event of Default has occurred and is continuing as of the end
of such Fiscal Year, or specifying the nature of such event and the actions taken and proposed
to be taken by the City to cure such default. Thereafter, a copy of such financial statements will
be furnished to any Owner of Bonds upon written request to the City. The Trustee will have no
duty to review such financial statements.

The City will furnish to the Trustee within thirty (30) days after approval thereof, the
annual budget of the City for the Water System.

Rebate Fund. The Trustee will establish and maintain, so long as any Bonds remain
Outstanding, a fund separate from any other fund established and maintained under the
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Indenture designated as the “Rebate Fund” (the “Rebate Fund”). All amounts at any time on
deposit in the Rebate Fund will be held by the Trustee to the extent required to satisfy the
requirement to make rebate payments to the United States (the “Rebate Requirement”)
pursuant to section 148 of the Code and the Treasury Regulations promulgated thereunder (the
“Treasury Regulations”). Such amounts will be free and clear of any lien under the Indenture
and will be governed by this section and the Indenture, any applicable Supplemental Indenture
and by the Tax Certificate for the applicable Series of Bonds, if any. The provisions relating to
the Rebate Fund for a Series of Bonds will be set forth in the related Supplemental Indenture.

Tax Covenants. The City covenants that it will not take any action, or fail to take any
action, if any such action or failure to take action would adversely affect the exclusion from
gross income of the interest on the Bonds under section 103 of the Code; provided that, prior to
the issuance of any Series of Bonds, the City may exclude the application of the covenants
contained in the Indenture to such Series of Bonds. The City will exclude the application of
such covenants with respect to the Series 2010B Bonds.

Rates and Charges. The City covenants in the Indenture that it will prescribe, revise and
collect such charges for the services, facilities and water furnished by the Water System which,
after making allowances for contingencies and error in the estimates, will provide Water Net
Revenues at least sufficient to pay the following amounts in the order set forth:

(i) The interest on, and principal and Redemption Price of, the outstanding
Bonds and any Parity Debt as the same will become due and payable;

(i) All payments required for compliance with the Indenture, including
payments required to be made into any bond reserve fund; and

(iii) All payments required to meet any other obligations of the City which are
charges, liens, encumbrances upon or payable from the Water Net Revenues;

and the charges will be fixed so that in each Fiscal Year the Water Net Revenues will be at least
equal to 1.20 times the amount of the Annual Debt Service.

Maintenance and Operation of System; Insurance. The City will maintain and preserve
the Water System in good repair and working order at all times, and will operate the Water
System in an efficient and economical manner. Subject in each case to the condition that
insurance is obtainable at rates deemed reasonable by the City and upon terms and conditions
deemed reasonable by the City, the City will procure and maintain at all times: (a) insurance on
the Water System against such risks as and in such amounts as the City deems prudent taking
into account insurance coverage for similar utilities, and (b) public liability insurance, including
self-insurance, as appropriate, in such amounts as the City deems prudent taking into account
insurance coverage for similar utilities.

Sale of Water System. The Water System will not be sold or leased or otherwise
disposed of as a whole, or substantially as a whole, unless such sale, lease or other disposition
be so arranged as to provide for a continuance of timely payments sufficient in amount to permit
payment therefrom of the principal of and interest on, and premiums, if any, due upon the
redemption of, all Bonds and Parity Debt payable out of Water Net Revenues, or to provide for
such payments into some other fund charged with such payments. None of the works, plant,
properties, facilities or other part of the Water System or any real or personal property
comprising a part of the Water System will be sold, leased or otherwise disposed of if such sale,
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lease or disposition would cause the City to be unable to satisfy the requirements of the
Indenture.

Continuing Disclosure Agreement. The City will comply with and carry out all of its
obligations under any Continuing Disclosure Agreement executed in connection with a Series of
Bonds. Upon the failure of the City to comply with the Continuing Disclosure Agreement relating
to any Series of Bonds, the Trustee (at the written request of any Participating Underwriter (as
defined in the Continuing Disclosure Agreement) or the Owners of at least 25% in aggregate
Bond Obligation of the related Series of Bonds, will, but only to the extent indemnified to its
satisfaction from any liability or expense, including, without limitation, fees and expenses of its
attorneys) or any Owner or Beneficial 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 the Indenture. “Beneficial Owner” will have the
meaning prescribed thereto in the respective Continuing Disclosure Agreement relating to such
Series of Bonds.

Events of Default; Remedies
Events of Default. The following events will be Events of Default:

(a) default in the due and punctual payment of the principal or Redemption
Price of any Bond when and as the same will become due and payable, whether at
maturity as therein expressed, by proceedings for redemption, by declaration or
otherwise in the amounts and at the times provided therefor;

(b) default in the due and punctual payment of any installment of interest on
any Bond when and as such interest installment will become due and payable;

(c) failure by the City to observe or perform any covenant, condition,
agreement or provision in the Indenture on its part to be observed or performed, other
than as referred to in subsection (a) or (b) of Events of Default; Remedies, for a period of
thirty (30) days after written notice, specifying such failure and requesting that it be
remedied, has been given to the City by the Trustee; except that, if such failure can be
remedied but not within such thirty (30) day period and if the City has taken all action
reasonably possible to remedy such failure within such thirty (30) day period, such
failure will not become an Event of Default for so long as the City will diligently proceed
to remedy the same in accordance with and subject to any directions or limitations of
time established by the Trustee;

(d) default by the City under any agreement governing any Parity Debt and
the continuance of such default beyond the therein stated grace period, if any, with
respect to such default;

(e) the filing by the City of a petition in voluntary bankruptcy for the
composition of its affairs or for its corporate reorganization under any state or federal
bankruptcy or insolvency law, or an assignment by the City for the benefit of creditors, or
the admission by the City in writing to its insolvency or inability to pay debts as they
mature, or the consent by the City in writing to the appointment of a trustee or receiver
for itself;
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() the entering by a court of competent jurisdiction of an order, judgment or
decree declaring the City insolvent, or adjudging it bankrupt, or appointing a trustee or
receiver of the City, or approving a petition filed against the City seeking reorganization
of the City under any applicable law or statute of the United States of America or any
state thereof, and such order, judgment or decree will not be vacated or set aside or
stayed within sixty (60) days from the date of the entry thereof; or

(9) the assumption, under the provisions of any other law for the relief or aid
of debtors, by any court of competent jurisdiction of custody or control of the City or of
the Water Net Revenues and such custody or control will not be terminated within sixty
(60) days from the date of assumption of such custody or control.

Application of Water Net Revenues and Other Funds After Default; Acceleration. If an
Event of Default will occur and be continuing, the City will immediately transfer to the Trustee all
Water Net Revenues held by it and received thereafter and the Trustee will apply all Water Net
Revenues and any other funds then held or thereafter received by the Trustee under any of the
provisions of the Indenture (except as otherwise provided in the Indenture) as follows and in the
following order:

(1) To the payment of any expenses necessary in the opinion of the Trustee
to protect the interests of the Owners of the Bonds and Parity Debt, including the costs
and expenses of the Trustee and the Owners in declaring such Event of Default, and
payment of reasonable fees and expenses of the Trustee (including reasonable fees and
disbursements of its counsel and other agents) incurred in and about the performance of
its powers and duties under the Indenture; and

(2) To the payment of the whole amount of Bond Obligation then due on the
Bonds and Parity Debt (upon presentation of the Bonds and Parity Debt to be paid, and
stamping thereon of the payment if only partially paid, or surrender thereof if fully paid)
subject to the provisions of the Indenture, with interest on such Bond Obligation at the
rate or rates of interest borne by the respective Bonds and Parity Debt, to the payment
to the persons entitled thereto of all installments of interest then due and the unpaid
principal or Redemption Price of any Bonds and Parity Debt which will have become
due, whether at maturity or by call for redemption, in the order of their due dates, with
interest on the overdue Bond Obligation and Parity Debt at the rate borne by the
respective Bonds and Parity Debt, and, if the amount available will not be sufficient to
pay in full all the Bonds and Parity Debt due on any date, together with such interest,
then to the payment thereof ratably, according to the amounts of principal or interest or
Accreted Value (plus accrued interest) due on such date to the persons entitled thereto,
without any discrimination or preference.

In each and every such case during the continuance of such Event of Default, the
Owners of not less than a majority in aggregate amount of Bond Obligation of the Bonds at the
time Outstanding will be entitled, upon notice in writing to the City, to declare the principal of all
of the Bonds then Outstanding, and the interest accrued thereon, to be due and payable
immediately, and upon any such declaration the same will become and will be immediately due
and payable, anything in the Indenture or in the Bonds contained to the contrary
notwithstanding.

This provision, however, is subject to the condition that if, at any time after the principal
of the Bonds will have been so declared due and payable, the City will pay to or will deposit with
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the Trustee a sum sufficient to pay all principal on such Bonds matured prior to such declaration
and all matured installments of interest (if any) upon all the Bonds, and the reasonable fees and
expenses of the Trustee, and any and all other defaults known to the Trustee (other than in the
payment of principal of and interest on the Bonds due and payable solely by reason of such
declaration) will have been made good or cured to the satisfaction of the Trustee, or provision
deemed by the Trustee to be adequate will have been made therefor, then, and in every such
case, the Owners of not less than a majority in aggregate amount of Bond Obligation of the
Bonds at the time Outstanding, by written notice to the City and to the Trustee, may, on behalf
of the Owners of all the Bonds, rescind and annul such declaration and its consequences; but
no such rescission and annulment will extend to or will affect any subsequent default, or will
impair or exhaust any right or power consequent thereon.

Trustee to Represent Owners. The Trustee is irrevocably appointed (and the successive
respective Owners of the Bonds, by taking and holding the same, will be conclusively deemed
to have so appointed the Trustee) under the Indenture as trustee and true and lawful attorney-
in-fact of the Owners of the Bonds for the purpose of exercising and prosecuting on their behalf
such rights and remedies as may be available to such Owners under the provisions of the
Bonds, the Indenture and applicable provisions of any other law. Upon the occurrence and
continuance of an Event of Default or other occasion giving rise to a right in the Trustee to
represent the Owners, the Trustee in its discretion may, and upon the written request of the
Owners of not less than twenty-five percent (25%) in aggregate amount of Bond Obligation of
the Bonds then Outstanding, and upon being indemnified to its satisfaction therefor, will,
proceed to protect or enforce its rights or the rights of such Owners by such appropriate action,
suit, mandamus or other proceedings as it will deem most effectual to protect and enforce any
such right, at law or in equity, either for the specific performance of any covenant or agreement
contained in the Indenture, or in aid of the execution of any power in the Indenture granted, or
for the enforcement of any other appropriate legal or equitable right or remedy vested in the
Trustee or in such Owners under the Indenture or any other law; and upon instituting such
proceeding, the Trustee will be entitled, as a matter of right, to the appointment of a receiver of
the Water Net Revenues, and other assets pledged under the Indenture, pending such
proceedings. All rights of action under the Indenture or the Bonds or otherwise may be
prosecuted and enforced by the Trustee without the possession of any of the Bonds or the
production thereof in any proceeding relating thereto, and any such suit, action or proceeding
instituted by the Trustee will be brought in the name of the Trustee for the benefit and protection
of all the Owners of such Bonds, subject to the provisions of the Indenture.

Owners’ Direction of Proceedings. Anything in the Indenture to the contrary
notwithstanding, the Owners of a majority in aggregate amount of Bond Obligation of the Bonds
then Outstanding will have the right, by an instrument or concurrent instruments in writing
executed and delivered to the Trustee and upon furnishing the Trustee with indemnification
satisfactory to it, to direct the method of conducting all remedial proceedings taken by the
Trustee under the Indenture, provided that such direction will not be otherwise than in
accordance with law and the provisions of the Indenture, that the Trustee may take any other
action deemed proper by the Trustee which is not inconsistent with such direction, and that the
Trustee will have the right to decline to follow any such direction which in the opinion of the
Trustee would be unjustly prejudicial to Owners or holders of Parity Debt not parties to such
direction.

Limitation on Owners’ Right to Sue. No Owner of any Bond will have the right to institute

any suit, action or proceeding at law or in equity, for the protection or enforcement of any right
or remedy under the Indenture or any other applicable law with respect to such Bond, unless
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(1) such Owner will have given to the Trustee written notice of the occurrence of an Event of
Default; (2) the Owners of not less than twenty-five percent (25%) in aggregate amount of Bond
Obligation of the Bonds then Outstanding will have made written request upon the Trustee to
exercise the powers granted in the Indenture or to institute such suit, action or proceeding in its
own name; (3) such Owner or said Owners will have tendered to the Trustee reasonable
indemnity against the costs, expenses and liabilities to be incurred in compliance with such
request; (4) the Trustee will have refused or omitted to comply with such request for a period of
sixty (60) days after such written request will have been received by, and said tender of
indemnity will have been made to, the Trustee; and (5) the Trustee will not have received
contrary directions from the Owners of a majority in aggregate amount of Bond Obligation of the
Bonds then Outstanding.

Such notification, request, tender of indemnity and refusal or omission are declared, in
every case, to be conditions precedent to the exercise by any Owner of Bonds of any remedy
under the Indenture or under law; it being understood and intended that no one or more Owners
of Bonds will have any right in any manner whatever by his, her or their action to affect, disturb
or prejudice the security of the Indenture or the rights of any other Owners of Bonds, or to
enforce any right under the Indenture or other applicable law with respect to the Bonds, except
in the manner provided in the Indenture, and that all proceedings at law or in equity to enforce
any such right will be instituted, had and maintained in the manner provided in the Indenture
and for the benefit and protection of all Owners of the Outstanding Bonds, subject to the
provisions of the Indenture.

Absolute Obligation of the City. Nothing in any other provision of the Indenture or in the
Bonds contained will affect or impair the obligation of the City, which is absolute and
unconditional, to pay the principal or Redemption Price of and interest on the Bonds to the
respective Owners of the Bonds at their respective due dates therefor or upon call for
redemption, as provided in the Indenture, but only out of the Water Net Revenues and other
assets pledged in the Indenture therefor, or affect or impair the right of such Owners, which is
also absolute and unconditional, to enforce such payment by virtue of the contract embodied in
the Bonds.

Termination of Proceedings. In case any proceedings taken by the Trustee or any one
or more Owners on account of any Event of Default will have been discontinued or abandoned
for any reason or will have been determined adversely to the Trustee or the Owners, then in
every such case the City, the Trustee and the Owners, subject to any determination in such
proceedings, will be restored to their former positions and rights under the Indenture, severally
and respectively, and all rights, remedies, powers and duties of the City, the Trustee and the
Owners will continue as though no such proceedings had been taken.

Remedies Not Exclusive. No remedy conferred in the Indenture upon or reserved to the
Trustee or to the Owners of the Bonds is intended to be exclusive of any other remedy or
remedies, and each and every such remedy, to the extent permitted by law, will be cumulative
and in addition to any other remedy given under the Indenture or now or hereafter existing at
law or in equity or otherwise.

No Waiver of Default. No delay or omission of the Trustee or of any Owner of the Bonds
to exercise any right or power arising upon the occurrence of any default will impair any such
right or power or will be construed to be a waiver of any such default or an acquiescence
therein; and every power and remedy given by the Indenture to the Trustee or to the Owners of
the Bonds may be exercised from time to time and as often as may be deemed expedient.
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The Trustee

Appointment; Duties, Immunities and Liabilities of Trustee. The Trustee is appointed
under the Indenture as Trustee under the Indenture and accepts the trust imposed upon it as
Trustee under the Indenture and to perform all the functions and duties of the Trustee under the
Indenture, subject to the terms and conditions set forth in the Indenture. The Trustee will, prior
to an Event of Default, and after the curing or waiver of all Events of Default which may have
occurred, perform such duties and only such duties as are specifically set forth in the Indenture
and no implied covenants will 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 prudent person would exercise or use under the circumstances in the
conduct of his or her own affairs.

The City may remove the Trustee at any time unless an Event of Default will have
occurred and then be continuing, and will remove the Trustee if at any time requested to do so
by an instrument or concurrent instruments in writing signed by the Owners of not less than a
majority in aggregate amount of Bond Obligation of the Bonds then Outstanding (or their
attorneys duly authorized in writing) or if at any time the Trustee will cease to be eligible, or will
become incapable of acting, or will be adjudged a bankrupt or insolvent, or a receiver of the
Trustee or its property will be appointed, or any public officer will take control or charge of the
Trustee or of its property or affairs for the purpose of rehabilitation, conservation or liquidation,
in each case by giving written notice of such removal to the Trustee, and thereupon will appoint
a successor Trustee by an instrument in writing.

The Trustee may at any time resign by giving written notice of such resignation to the
City and by giving the Owners notice of such resignation by mail at the addresses shown on the
registration books maintained by the Trustee. Upon receiving such notice of resignation, the
City will promptly appoint a successor Trustee by an instrument in writing.

Any removal or resignation of the Trustee and appointment of a successor Trustee will
become effective upon acceptance of appointment by the successor Trustee. If no successor
Trustee will have been appointed and have accepted appointment within forty-five (45) days of
giving notice of removal or notice of resignation as aforesaid, the resigning Trustee or any
Owner (on behalf of himself and all other Owners) may petition any court of competent
jurisdiction for the appointment of a successor Trustee, and such court may thereupon, after
such notice (if any) as it may deem proper, appoint such successor Trustee. Any successor
Trustee appointed under the Indenture, will signify its acceptance of such appointment by
executing and delivering to the City and to its predecessor Trustee a written acceptance thereof,
and thereupon such successor Trustee, without any further act, deed or conveyance, will
become vested with all the moneys, estates, properties, rights, powers, trusts, duties and
obligations of such predecessor Trustee, with like effect as if originally named Trustee in the
Indenture; but, nevertheless at the Request of the City or the request of the successor Trustee,
such predecessor Trustee will execute and deliver any and all instruments of conveyance or
further assurance and do such other things as may reasonably be required for more fully and
certainly vesting in and confirming to such successor Trustee all the right, title and interest of
such predecessor Trustee in and to any property held by it under the Indenture and will pay
over, transfer, assign and deliver to the successor Trustee any money or other property subject
to the trusts and conditions set forth in the Indenture. Upon request of the successor Trustee,
the City will execute and deliver any and all instruments as may be reasonably required for
more fully and certainly vesting in and confirming to such successor Trustee all such moneys,
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estates, properties, rights, powers, trusts, duties and obligations. Upon acceptance of
appointment by a successor Trustee as provided in this subsection, the City will give notice of
the succession of such Trustee to the trusts under the Indenture by mail to the Owners at the
addresses shown on the registration books maintained by the Trustee. If the City fails to mail
such notice within fifteen (15) days after acceptance of appointment by the successor Trustee,
the successor Trustee will cause such notice to be mailed at the expense of the City.

Any Trustee appointed under the Indenture in succession to the Trustee will be a trust
company or bank having the powers of a trust company having a corporate trust office in the
State, having a combined capital and surplus of at least seventy-five million dollars
($75,000,000) and subject to supervision or examination by federal or state authority. If such
bank or trust company publishes a report of condition at least annually, pursuant to law or to the
requirements of any supervising or examining authority above referred to, then the combined
capital and surplus of such bank or trust company will be deemed to be its combined capital and
surplus as set forth in its most recent report of condition so published. In case at any time the
Trustee will cease to be eligible in accordance with the provisions of this paragraph, the Trustee
will resign immediately in the manner and with the effect specified in the Indenture.

If, by reason of the judgment of any court, the Trustee or any successor Trustee is
rendered unable to perform its duties under the Indenture, and if no successor Trustee be then
appointed, all such duties and all of the rights and powers of the Trustee under the Indenture
will be assumed by and vest in the City in trust for the benefit of the Owners.

Merger or Consolidation. Any company into which the Trustee may be merged or
converted or with which it may be consolidated or any company resulting from any merger,
conversion or consolidation to which it will be a party or any company to which the Trustee may
sell or transfer all or substantially all of its corporate trust business, provided such company will
be eligible under the Indenture, will be the successor to such Trustee without the execution or
filing of any paper or any further act, anything in the Indenture to the contrary notwithstanding.

Liability of Trustee. The recitals of facts in the Indenture and in the Bonds contained will
be taken as statements of the City, and the Trustee assumes no responsibility for the
correctness of the same (other than the certificate of authentication of the Trustee on each
Bond), and makes no representations as to the validity or sufficiency of the Indenture or of the
Bonds or of any Investment Security, as to the sufficiency of the Water Net Revenues, or the
priority of the lien of the Indenture thereon, or as to the financial or technical feasibility of the
Water System and will not incur any responsibility in respect of any such matter, other than in
connection with the duties or obligations expressly in the Indenture or in the Bonds assigned to
or imposed upon it. The Trustee will, however, be responsible for its representations contained
in its certificate of authentication on the Bonds. The Trustee will not be liable in connection with
the performance of its duties under the Indenture, except for its own negligence, willful
misconduct or breach of the express terms and conditions of the Indenture. The Trustee and its
directors, officers, employees or agents may in good faith buy, sell, own, hold and deal in any of
the Bonds and may join in any action which any Owner of a Bond may be entitled to take, with
like effect as if the Trustee was not the Trustee under the Indenture. The Trustee may in good
faith hold any other form of indebtedness of the City, own, accept or negotiate any drafts, bills of
exchange, acceptances or obligations of the City and make disbursements for the City and
enter into any commercial or business arrangement therewith, without limitation.

The Trustee will not be liable for any error of judgment made in good faith by a
responsible officer unless it will be proved that the Trustee was negligent in ascertaining the
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pertinent facts. 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 will be entitled to advice of counsel concerning all matters of trust and its duty
under the Indenture, but the Trustee will be answerable for the negligence or misconduct of any
such attorney, agent, or receiver selected by it; provided, however, that the Trustee will not be
answerable for the negligence or misconduct of any attorney or certified public accountant
selected by it with due care.

The Trustee will not be liable with respect to any action taken or omitted to be taken by it
in good faith in accordance with the direction of the Owners of not less than twenty-five percent
(25%) in aggregate amount of Bond Obligation of the Bonds at the time Outstanding relating to
the time, method and place of conducting any proceeding for any remedy available to the
Trustee or exercising any trust or power conferred upon the Trustee under the Indenture.

The Trustee will be under no obligation to exercise any of the rights or powers vested in
it by the Indenture at the request, order or direction of any of the Owners pursuant to the
provisions of the Indenture, including, without limitation, the provisions of the Indenture, unless
such Owners will have offered to the Trustee security or indemnity satisfactory to it against the
costs, expenses and liabilities which may be incurred therein or thereby.

The Trustee will not be deemed to have knowledge of and will not be required to take
any action with respect to, any Event of Default (other than certain payment defaults) or event
which would, with the giving of notice, the passage of time or both, constitute an Event of
Default, unless the Trustee will have actual knowledge of such event or will have been notified
of such event by the City or the Owners of twenty-five percent (25%) in aggregate amount of
Bond Obligation of the Bonds at the time Outstanding.

Amendments

Amendments Permitted. The Indenture and the rights and obligations of the City, the
Owners of the Bonds and the Trustee may be modified or amended from time to time and at any
time by a Supplemental Indenture, which the City and the Trustee may enter into with the
written consent of the Owners of a majority in aggregate amount of Bond Obligation of the
Bonds (or, if such Supplemental Indenture is only applicable to a Series of Bonds, such
Series of Bonds) then Outstanding or, in case less than all of the Series of Bonds then
Outstanding are affected by the modification or amendment, of the Owners of at least a majority
in aggregate principal amount of the Bonds so affected and Outstanding at the time such
consent is given, will have been filed with the Trustee; provided, that if such modification or
amendment will, by its terms, not take effect so long as any Bonds of any particular maturity
remain Outstanding, the consent of the Owners of such Bonds will not be required and such
Bonds will not be deemed to be Outstanding for the purpose of any calculation of Bonds
Outstanding.

The rights and obligations of the City and of the Owners of the Bonds and of the Trustee
may also be modified or amended at any time by a Supplemental Indenture entered into by the
City and the Trustee which will become binding when the written consents of each provider of a
letter of credit or a policy of bond insurance for the Bonds will have been filed with the Trustee;
provided, that at such time the payment of all the principal of and interest on all Outstanding
Bonds will be insured by a policy or policies of municipal bond insurance or payable under a
letter of credit the provider of which will be a financial institution or association having unsecured
debt obligations rated, or insuring or securing other debt obligations rated on the basis of such
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insurance or letters of credit, in one of the two highest Rating Categories of Moody'’s, Fitch or
Standard & Poor’s. A copy of each such Supplemental Indenture when executed and delivered
will be sent by the City to Moody’s, Fitch and Standard & Poor’s to extent such rating agency is
then rating the Bonds.

No such modification or amendment will (a) extend the fixed maturity of any Bond, or
reduce the amount of principal thereof, or extend the time of payment or reduce the amount of
any mandatory sinking fund payment provided for the payment of any Bond, or reduce the rate
of interest thereon, or extend the time of payment of interest thereon, or reduce any premium
payable upon the redemption thereof exclusively, without the consent of the Owner of each
Bond so affected, or (b) reduce the aforesaid percentage of Bond Obligation the consent of the
Owners of which is required to effect any such modification or amendment, or permit the
creation of any lien on the Water Net Revenues and other assets pledged under the Indenture
prior to or on a parity with the lien created by the Indenture, or deprive the Owners of the Bonds
of the lien created by the Indenture on such Water Net Revenues and other assets (in each
case, except as expressly provided in the Indenture), without the consent of the Owners of all of
the Bonds then Outstanding. It will not be necessary for the consent of the Owners to approve
the particular form of any Supplemental Indenture, but it will be sufficient if such consent will
approve the substance thereof.

The Indenture and the rights and obligations of the City, of the Trustee and of the
Owners of the Bonds may also be modified or amended from time to time and at any time by a
Supplemental Indenture, which the City may adopt without the consent of any Owners but only
to the extent permitted by law and only for any one or more of the following purposes:

(1) to add to the covenants and agreements of the City in the Indenture
contained 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 reserved to or conferred upon the City;

(2) 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, and which will not materially and adversely affect
the interests of the Owners of the Bonds;

(3) 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 hereafter in effect, and to add such other terms,
conditions and provisions as may be permitted by said Act or similar federal statute, and
which will not materially and adversely affect the interests of the Owners of the Bonds;

(4) to make modifications or adjustments necessary, appropriate or desirable
to provide for the issuance of Variable Rate Indebtedness, Capital Appreciation
Indebtedness or Parity Debt with such interest rate, payment, maturity and other terms
as the City may deem desirable; subject to the provisions of the Indenture;

(5) to provide for the issuance of Bonds in book-entry form or bearer form,

provided that no such provision will materially and adversely affect the interests of the
Owners of the Bonds;
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(6) if the City agrees in a Supplemental Indenture to maintain the exclusion of
interest on a Series of Bonds from gross income for purposes of federal income taxation,
to make such provisions as are necessary or appropriate to ensure such exclusion;

(7) to provide for the issuance of an additional Series of Bonds pursuant to
provisions of the Indenture; and

(8) for any other purpose that does not materially and adversely affect the
interests of the Owners of the Bonds.

Defeasance

Discharge of Indenture. Bonds of any Series or a portion thereof may be paid by the
City in any of the following ways:

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

(i) by depositing with the Trustee, an escrow agent or other fiduciary, in
trust, at or before maturity, money or securities in the necessary amount (as
provided in the Indenture) to pay or redeem such Outstanding Bonds; or

(iii) by delivering to the Trustee, for cancellation by it, such Outstanding
Bonds.

If the City will pay all Series for which any Bonds are Outstanding and also pay or cause
to be paid all other sums payable under the Indenture by the City, then and in that case, at the
election of the City (evidenced by a Certificate of the City filed with the Trustee signifying the
intention of the City to discharge all such indebtedness and the Indenture), and notwithstanding
that any Bonds will not have been surrendered for payment, the Indenture and the pledge of
Water Net Revenues and other assets made under the Indenture and all covenants,
agreements and other obligations of the City under the Indenture will cease, terminate, become
void and be completely discharged and satisfied. In such event, upon Request of the City, the
Trustee will cause an accounting for such period or periods as may be requested by the City to
be prepared and filed with the City and will execute and deliver to the City all such instruments
as may be necessary or desirable to evidence such discharge and satisfaction, and the Trustee
will pay over, transfer, assign or deliver to the City all moneys or securities or other property
held by it pursuant to the Indenture which, as evidenced by a verification report, upon which the
Trustee may conclusively rely, from a firm of certified public accountants, are not required for
the payment or redemption of Bonds not theretofore surrendered for such payment or
redemption.

Discharge of Liability on Bonds. Upon the deposit with the Trustee, escrow agent or
other fiduciary, in trust, at or before maturity, of money or securities in the necessary amount (as
provided in the Indenture) to pay or redeem any Outstanding Bond (whether upon or prior to its
maturity or the redemption date of such Bond), provided that, if such Bond is to be redeemed
prior to maturity, notice of such redemption will have been given as in Article IV provided or
provision satisfactory to the Trustee will have been made for the giving of such notice, then all
liability of the City in respect of such Bond will cease, terminate and be completely discharged,
provided that the Owner thereof will thereafter be entitled to the payment of the principal of and
premium, if any, and interest on the Bonds, and the City will remain liable for such payment, but
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only out of such money or securities deposited with the Trustee as aforesaid for their payment,
subject, however, to the provisions of the Indenture and the continuing duties of the Trustee
under the Indenture.

The City may at any time surrender to the Trustee for cancellation by it any Bonds
previously issued and delivered, which the City may have acquired in any manner whatsoever,
and such Bonds, upon such surrender and cancellation, will be deemed to be paid and retired.

Deposit of Money or Securities with Trustee. Whenever in the Indenture it is provided or
permitted that there be deposited with or held in trust by the Trustee money or securities in the
necessary amount to pay or redeem any Bonds, the money or securities so to be deposited or
held may include money or securities held by the Trustee in the funds and accounts established
pursuant to the Indenture and will be:

(a) lawful money of the United States of America in an amount equal to the
principal amount of such Bonds and all unpaid interest thereon to maturity, except that,
in the case of Bonds which are to be redeemed prior to maturity and in respect of which
notice of such redemption will have been given as in Article IV provided or provision
satisfactory to the Trustee will have been made for the giving of such notice, the amount
to be deposited or held will be the principal amount or Redemption Price of such Bonds
and all unpaid interest thereon to the redemption date; or

(b) Defeasance Securities, the principal of and interest on which when due
will, in the opinion of an independent certified public accountant or, as determined by the
City using due diligence, another firm of verification agents, delivered to the Trustee
(upon which opinion the Trustee may conclusively rely), provide money sufficient to pay
the principal or Redemption Price of and all unpaid interest to maturity, or to the
redemption date, as the case may be, on the Bonds to be paid or redeemed, as such
principal or Redemption Price and interest become due, provided that, in the case of
Bonds which are to be redeemed prior to the maturity thereof, notice of such redemption
will have been given as in Article IV provided or provision satisfactory to the Trustee will
have been made for the giving of such notice;

provided, in each case, that the Trustee will have been irrevocably instructed (by the terms of

the Indenture or by Request of the City) to apply such money to the payment of such principal or
Redemption Price and interest with respect to such Bonds.
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APPENDIX D
FORM OF OPINION OF BOND COUNSEL
[Delivery Date]

City of Burbank
Burbank, California

Re: $24,825,000 City of Burbank, California, Burbank Water and Power Water
Revenue/Refunding Bonds, Series of 2021

Ladies and Gentlemen:

We have acted as bond counsel in connection with the issuance by the City of Burbank, California
(the “City”) of its $24,825,000 Burbank Water and Power Water Revenue/Refunding Bonds,
Series of 2021 (the “Bonds”). The Bonds are authorized and issued pursuant to Article 12 of
Chapter 4 of Title 2 (formerly Article 12 of Chapter 14) of the Burbank Municipal Code, as
amended (the “Bond Law”), and a resolution adopted by the City Council of the City on October
26, 2021. The Bonds are also issued pursuant to the Burbank Water and Power Water Revenue
Bond Indenture, dated as of November 1, 2010 (the “Master Water Revenue Bond Indenture”),
as supplemented by the First Supplemental Burbank Water and Power Water Revenue Bond
Indenture, dated as of November 1, 2010 (the “First Supplemental Indenture”), the Second
Supplemental Burbank Water and Power Water Revenue Bond Indenture, dated as of November
1, 2010 (the “Second Supplemental Indenture”), and the Third Supplemental Burbank Water and
Power Water Revenue Bond Indenture, dated as of November 1, 2021 (the “Third Supplemental
Indenture”), relating to the Bonds, each by and between the City and U.S. Bank National
Association, as successor trustee (the “Trustee”). The Master Water Revenue Bond Indenture,
as supplemented by the First Supplemental Indenture, the Second Supplemental Indenture and
the Third Supplemental Indenture, is referred to herein as the “Indenture.”

As bond counsel, we have reviewed the Bond Law, the Indenture, certifications of the City, the
Trustee and others, opinions of counsel to the City and the Trustee, and such other documents,
opinions and instruments as we deemed necessary to render the opinions set forth herein.
Capitalized terms not otherwise defined herein shall have the meanings ascribed thereto in the
Indenture.

We have assumed the genuineness of all documents and signatures presented to us. We have
not undertaken to verify independently, and have assumed, the accuracy of the factual matters
represented, warranted or certified in the documents. Furthermore, we have assumed
compliance with all covenants and agreements contained in the Indenture, including (without
limitation) covenants and agreements compliance with which is necessary to assure that future
actions, omissions or events will not cause interest on the Bonds to be included in gross income
for federal income tax purposes.

Based on and subject to the foregoing, and in reliance thereon, as of the date hereof, we are of
the following opinions:



1. The Bonds constitute valid and binding special, limited obligations of the City and are
payable exclusively from and are secured by a pledge of the Water Net Revenues and certain
amounts held under the Indenture, as provided in the Indenture, and are entitled to the benefits
of the Indenture.

2. The Indenture has been duly and validly authorized, executed and delivered by the City
and, assuming the enforceability thereof against the Trustee, constitutes the legally valid and
binding obligation of the City, enforceable against the City in accordance with its terms. The
Indenture creates a valid pledge, to secure the payment of principal of and interest on the Bonds,
of the Water Net Revenues and certain other amounts held by the Trustee in certain funds and
accounts established pursuant to the Indenture, subject to the provisions of the Indenture
permitting the application thereof and on the terms and conditions set forth therein.

3. Under existing statutes, regulations, rulings and judicial decisions, assuming continuing
compliance by the City with certain covenants in the Indenture and other documents pertaining to
the Bonds and requirements of the Internal Revenue Code of 1986 regarding the use, expenditure
and investment of proceeds of the Bonds and the timely payment of certain investment earnings
to the United States, interest on the Bonds is not includable in the gross income of the owners of
the Bonds for purposes of federal income taxation.

4. Interest on the Bonds is not an item of tax preference for purposes of the federal alternative
minimum tax.

5. Under existing law, interest on the Bonds is exempt from personal income taxes of the
State of California.

Our opinion in paragraph 3 above is rendered in reliance on representations and certifications of
the City made in a Tax Certificate dated the date hereof pertaining to the use, expenditure, and
investment of the proceeds of the Bonds. Except as stated in paragraphs 3, 4 and 5 above, we
express no opinion as to any federal or state tax consequences of the ownership or disposition
of, or the receipt or accrual of interest on, the Bonds. Further, certain requirements and
procedures contained or referred to in the Indenture or in other documents pertaining to the Bonds
may be changed, and certain actions may be taken, under the circumstances and subject to the
terms and conditions set forth in such documents, upon the advice or with the approving opinion
of counsel nationally recognized in the area of tax-exempt obligations. We express no opinion as
to the effect of any change to any document pertaining to the Bonds or of any action taken or not
taken where such change is made or action is taken or not taken without our approval or in
reliance upon the advice of counsel other than ourselves with respect to the exclusion from gross
income of the interest on the Bonds for federal income tax purposes.

The opinions expressed and the statements made herein are based on an analysis of existing
laws, regulations, rulings and judicial decisions. Such opinions and statements may be adversely
affected by actions taken or events occurring, including a change in law, regulation or ruling (or
in the application or official interpretation of any law, regulation or ruling) after the date hereof.
We have not undertaken to determine, or to inform any person, whether such actions are taken
or such events occur, and we have no obligation to update this letter in light of such actions or
events or for any other reason. Moreover, our opinions are not a guarantee of result and represent
our legal judgment based upon our review of existing law that we deem relevant to such opinions
and in reliance upon the representations and covenants referenced above.



No opinion is expressed herein on the accuracy, completeness or sufficiency of the Official
Statement or other offering material relating to the Bonds.

The opinions expressed in paragraphs 1 and 2 above are qualified to the extent that the
enforceability of the Bonds and the Indenture may be limited by applicable bankruptcy, insolvency,
debt adjustment, reorganization, moratorium or similar laws or equitable principles relating to or
limiting creditors’ rights generally or as to the availability of any particular remedy. The
enforceability of the Bonds and the Indenture is subject to the effect of general principles of equity,
including, without limitation, concepts of materiality, reasonableness, good faith and fair dealing,
to the possible unavailability of specific performance or injunctive relief, regardless of whether
considered in a proceeding in equity or at law, and to the limitations on legal remedies against
governmental entities in California (including, but not limited to, rights of indemnification).

These opinions are limited to the laws of the State of California and the federal laws of the United
States.

Respectfully submitted,



[THIS PAGE INTENTIONALLY LEFT BLANK]



APPENDIX E
FORM OF CONTINUING DISCLOSURE AGREEMENT

$24,825,000
CITY OF BURBANK, CALIFORNIA
Burbank Water and Power Water Revenue/Refunding Bonds, Series of 2021

This Continuing Disclosure Agreement (this “Disclosure Agreement’), dated as of
November 1, 2021, is by and between the City of Burbank, a municipal corporation and chartered
city duly organized and existing under the Constitution and the laws of the State of California (the
“City”), and U.S. Bank National Association, as dissemination agent (the “Dissemination Agent”).

RECITALS

WHEREAS, this Disclosure Agreement is being executed and delivered by the City and
the Dissemination Agent in connection with the issuance by the City of the $24,825,000 City of
Burbank, California Burbank Water and Power Water Revenue/Refunding Bonds, Series of 2021
(the “2021 Bonds”).

WHEREAS, the 2021 Bonds are being issued pursuant to a Third Supplemental Burbank
Water and Power Water Revenue Bond Indenture dated as of November 1, 2021, which amends
the Burbank Water and Power Water Revenue Bond Indenture dated as of November 1, 2010
(as supplemented, the “Indenture”), by and between the City and U.S. Bank National Association,
as trustee for the 2021 Bonds (the “Trustee”).

NOW, THEREFORE, for and in consideration of the mutual premises and covenants
herein contained, the parties hereto agree as follows:

Section 1. Purpose of the Disclosure Agreement. This Disclosure Agreement is
being executed and delivered by the City and the Dissemination Agent for the benefit of the
holders and beneficial owners of the 2021 Bonds and in order to assist the Participating
Underwriter in complying with S.E.C. Rule 15¢c2-12(b)(5).

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

“‘Annual Report’ means any Annual Report provided by the City pursuant to, and as
described in, Sections 3 and 4 of this Disclosure Agreement.

“Annual Report Date” means the date that is nine months after the end of the City's fiscal
year (currently March 31 based on the City’s fiscal year end of June 30).

“Dissemination Agent’ shall mean U.S. Bank National Association, or any Dissemination
Agent designated in writing by the City and which has filed with the City a written acceptance of
such designation.

“‘“EMMA System” shall mean the MSRB’s Electronic Municipal Market Access system, or
such other electronic system designated by the MSRB.



“Listed Events” means any of the events listed in Section 5(a) of this Disclosure
Agreement.

“‘MSRB” means the Municipal Securities Rulemaking Board, which has been designated
by the Securities and Exchange Commission as the sole repository of disclosure information for
purposes of the Rule.

“Official Statement” means the final official statement dated November 4, 2021, executed
by the City in connection with the issuance of the 2021 Bonds.

“Participating Underwriter’ means J.P. Morgan Securities LLC, the original underwriter of
the 2021 Bonds required to comply with the Rule in connection with offering of the 2021 Bonds.

“Rule” means Rule 15¢2-12(b)(5) adopted by the Securities and Exchange Commission
under the Securities Exchange Act of 1934, as it may be amended from time to time.

Section 3. Provision of Annual Reports.

(a) The City shall, or shall cause the Dissemination Agent to, not later than the Annual
Report Date, commencing March 31, 2022, with the report for the 2020-21 fiscal year, provide to
the MSRB, in an electronic format as prescribed by the MSRB, an Annual Report that is consistent
with the requirements of Section 4 of this Disclosure Agreement. Not later than 15 Business Days
prior to the Annual Report Date, the City shall provide the Annual Report to the Dissemination
Agent (if other than the City). If by the Annual Report Date the Dissemination Agent (if other than
the City) has not received a copy of the Annual Report, the Dissemination Agent shall contact the
City to determine if the City is in compliance with the previous sentence. The Annual Report may
be submitted as a single document or as separate documents comprising a package, and may
include by reference other information as provided in Section 4 of this Disclosure Agreement;
provided that the audited financial statements of the City’s Water Utility Enterprise Fund may be
submitted separately from the balance of the Annual Report, and later than the Annual Report
Date, if not available by that date. If the City's fiscal year changes, it shall give notice of such
change in the same manner as for a Listed Event under Section 5(b).

(b) If the City does not provide, or cause the Dissemination Agent to provide, an
Annual Report by the Annual Report Date as required in subsection (a) above, the Dissemination
Agent shall provide a notice to the MSRB, in a timely manner, in an electronic format as prescribed
by the MSRB.

(c) With respect to each Annual Report, the Dissemination Agent shall:

(i) determine each year prior to the Annual Report Date the then-applicable
rules and electronic format prescribed by the MSRB for the filing of annual
continuing disclosure reports; and

(i) if the Dissemination Agent is other than the City, file a report with the City
and the Participating Underwriter certifying that the Annual Report has been
provided pursuant to this Disclosure Agreement, and stating the date it was
provided.



Section 4. Content of Annual Reports. The City’s Annual Report shall contain or
incorporate by reference the following documents and information:

(a) The audited financial statements for the City’s Water Utility Enterprise Fund for the
most recently completed fiscal year, prepared in accordance with Generally Accepted Accounting
Principles as promulgated to apply to governmental entities from time to time by the Governmental
Accounting Standards Board. If the audited financial statements for the City’s Water Utility
Enterprise Fund are not available by the Annual Report Date, the Annual Report shall contain
unaudited financial statements in a format similar to the financial statements contained in the
Official Statement, and the audited financial statements shall be filed in the same manner as the
Annual Report when they become available.

(b) Unless otherwise provided in the audited financial statements filed on or before the
Annual Report Date, financial information and operating data with respect to the City for the
preceding fiscal year, substantially similar to that provided in the corresponding tables in the
Official Statement:

(i) Principal amount of 2021 Bonds outstanding as of the end of such fiscal
year.

(i) Updated information comparable to the information in the table titled
“BURBANK WATER AND POWER - Customers, Water Sales and Water
Revenues” as it appears in the Official Statement.

(iii) Updated information comparable to the information in the table titled
‘BURBANK WATER AND POWER - WEIGHTED AVERAGE BILLING PRICE-
WATER?” as it appears in the Official Statement.

(iv) Updated information comparable to the information in the table titled
‘BURBANK WATER AND POWER - HISTORICAL WATER NET REVENUES
AND DEBT SERVICE COVERAGE - WATER SYSTEM” as it appears in the
Official Statement.

(c) In addition to any of the information expressly required to be provided under
paragraph (b) above, the City shall provide such further material information, if any, as may be
necessary to make the specifically required statements, in the light of the circumstances under
which they are made, not misleading.

(d) Any or all of the items listed above may be included by specific reference to other
documents, including official statements of debt issues of the City or related public entities, which
are available to the public on the MSRB’s Internet web site or filed with the Securities and
Exchange Commission. The City shall clearly identify each such other document so included by
reference.

Section 5. Reporting of Listed Events.

(a) The City shall give, or cause to be given, notice of the occurrence of any of the
following Listed Events with respect to the 2021 Bonds:

(1) Principal and interest payment delinquencies.



(8)
9)
(10)

(11)
(12)

(13)

(14)

(15)

(16)

Non-payment related defaults, if material.

Unscheduled draws on debt service reserves reflecting financial
difficulties.

Unscheduled draws on credit enhancements reflecting financial
difficulties.

Substitution of credit or liquidity providers, or their failure to perform.

Adverse tax opinions, the issuance by the Internal Revenue Service of
proposed or final determinations of taxability, Notices of Proposed Issue
(IRS Form 5701-TEB) or other material notices or determinations with
respect to the tax status of the 2021 Bonds, or other material events
affecting the tax status of the 2021 Bonds.

Modifications to rights of security holders, if material.
Bond calls, if material, and tender offers.
Defeasances.

Release, substitution, or sale of property securing repayment of the
securities, if material.

Rating changes.
Bankruptcy, insolvency, receivership or similar event of the City.

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

Appointment of a successor or additional Trustee or the change of name
of the Trustee, if material.

Incurrence of a financial obligation of the obligated person, if material, or
agreement to covenants, events of default, remedies, priority rights, or
other similar terms of a financial obligation of the obligated person, any of
which affect security holders, if material.

Default, event of acceleration, termination event, modification of terms, or
other similar events under the terms of a financial obligation of the
obligated person, any of which reflect financial difficulties.

(b) Upon the occurrence of a Listed Event, the City shall, or shall cause the
Dissemination Agent (if not the City) to, file a notice of such occurrence with the MSRB, in an
electronic format as prescribed by the MSRB, in a timely manner not in excess of 10 Business



Days after the occurrence of the Listed Event. Notwithstanding the foregoing, notice of Listed
Events described in subsection (a)(8) above need not be given under this subsection any earlier
than the notice (if any) of the underlying event is given to holders of affected Bonds under the
Indenture.

(c) The City acknowledges that the events described in subparagraphs (a)(2), (a)(7),
(a)(8) (if the event is a bond call), (a)(10), (a)(13), (a)(14), and (a)(15) of this Section 5 contain
the qualifier “if material” and that subparagraph (a)(6) also contains the qualifier “material” with
respect to certain notices, determinations or other events affecting the tax status of the 2021
Bonds. The City shall cause a notice to be filed as set forth in paragraph (b) above with respect
to any such event only to the extent that it determines the event’s occurrence is material for
purposes of U.S. federal securities law. Upon occurrence of any of these Listed Events, the City
will as soon as possible determine if such event would be material under applicable federal
securities law. If such event is determined to be material, the City will cause a notice to be filed
as set forth in paragraph (b) above.

(d) For purposes of this Disclosure Agreement, any event described in paragraph
(a)(12) above is considered to occur when any of the following occur: the appointment of a
receiver, trustee, or similar officer for the City in a proceeding under the United States Bankruptcy
Code or in any other proceeding under state or federal law in which a court or governmental
authority has assumed jurisdiction over substantially all of the assets or business of the City, or if
such jurisdiction has been assumed by leaving the existing governing body and officials or officers
in possession but subject to the supervision and orders of a court or governmental authority, or
the entry of an order confirming a plan of reorganization, arrangement, or liquidation by a court or
governmental authority having supervision or jurisdiction over substantially all of the assets or
business of the City.

(e) For purposes of Section 5(a)(15) and (16), “financial obligation” means a (i) debt
obligation; (ii) derivative instrument entered into in connection with, or pledged as security or a
source of payment for, an existing or planned debt obligation; or (iii) guarantee of (i) or (ii). The
term financial obligation shall not include municipal securities as to which a final official statement
has been provided to the Municipal Securities Rulemaking Board consistent with the Rule.

Section 6. Identifying Information for Filings with the MSRB. All documents
provided to the MSRB under the Disclosure Agreement shall be accompanied by identifying
information as prescribed by the MSRB.

Section 7. Termination of Reporting Obligation. The City’s obligations under this
Disclosure Agreement shall terminate upon the legal defeasance, prior redemption or payment in
full of all of the 2021 Bonds. If such termination occurs prior to the final maturity of the 2021
Bonds, the City shall give notice of such termination in the same manner as for a Listed Event
under Section 5(b).

Section 8. 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
Agreement, and may discharge any such Agent, with or without appointing a successor
Dissemination Agent. The Dissemination Agent may resign by providing 30 days’ written notice
to the City.

Section 9. Amendment; Waiver. Notwithstanding any other provision of this
Disclosure Agreement, the City and the Dissemination Agent may amend this Disclosure
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Agreement (and the Trustee shall agree to any amendment so requested by the City; provided,
however, that 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 Agreement
may be waived, provided that the following conditions are satisfied:

(a) if the amendment or waiver relates to the provisions of Sections 3(a), 4 or 5(a), it
may only be made in connection with a change in circumstances that arises from a change in
legal requirements, change in law, or change in the identity, nature, or status of an obligated
person with respect to the 2021 Bonds, or type of business conducted;

(b) the undertakings herein, as proposed to be amended or waived, would, in the
opinion of nationally recognized bond counsel, have complied with the requirements of the Rule
at the time of the primary offering of the 2021 Bonds, after taking into account any amendments
or interpretations of the Rule, as well as any change in circumstances; and

(c) the proposed amendment or waiver either (i) is approved by holders of the 2021
Bonds in the manner provided in the Indenture for amendments to the Indenture with the consent
of holders, or (ii) does not, in the opinion of the Trustee or nationally recognized bond counsel,
materially impair the interests of the holders or beneficial owners of the 2021 Bonds.

If the annual financial information or operating data to be provided in the Annual Report is
amended pursuant to the provisions hereof, the first annual financial information filed pursuant
hereto containing the amended operating data or financial information shall explain, in narrative
form, the reasons for the amendment and the impact of the change in the type of operating data
or financial information being provided.

If an amendment is made to the undertaking specifying the accounting principles to be
followed in preparing financial statements, the annual financial information for the year in which
the change is made shall present a comparison between the financial statements or information
prepared on the basis of the new accounting principles and those prepared on the basis of the
former accounting principles. The comparison shall include a qualitative discussion of the
differences in the accounting principles and the impact of the change in the accounting principles
on the presentation of the financial information, in order to provide information to investors to
enable them to evaluate the ability of the City to meet its obligations. To the extent reasonably
feasible, the comparison shall be quantitative. A notice of the change in the accounting principles
shall be filed in the same manner as for a Listed Event under Section 5(c).

Section 10. Additional Information. Nothing in this Disclosure Agreement shall be
deemed to prevent the City from disseminating any other information, using the means of
dissemination set forth in this Disclosure Agreement 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 Agreement. 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 Agreement, the City shall have no obligation under this
Disclosure Agreement to update such information or include it in any future Annual Report or
notice of occurrence of a Listed Event.

Section 11. Default. In the event of a failure of the City to comply with any
provision of this Disclosure Agreement, the Dissemination Agent may (and, at the written direction
of any Participating Underwriter or any holder or beneficial owner of the 2021 Bonds shall, upon
receipt of indemnification reasonably satisfactory to the Dissemination Agent) take such actions
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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 Agreement. A
default under this Disclosure Agreement shall not be deemed an Event of Default under the
Indenture, and the sole remedy under this Disclosure Agreement in the event of any failure of the
City to comply with this Disclosure Agreement shall be an action to compel performance.

Section 12. Duties, Immunities and Liabilities of Dissemination Agent. The
Dissemination Agent shall have only such duties as are specifically set forth in this Disclosure
Agreement, and the City agrees 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 powers and duties hereunder, including
the costs and expenses (including attorneys’ fees) of defending against any claim of liability, but
excluding liabilities due to the Dissemination Agent's negligence or willful misconduct. The
Dissemination Agent shall have no duty or obligation to review any information provided to it
hereunder and shall not be deemed to be acting in any fiduciary capacity for the City, the Trustee,
the 2021 Bond owners 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 2021 Bonds.

Section 13. Beneficiaries. This Disclosure Agreement shall inure solely to the
benefit of the City, the Trustee, the Dissemination Agent, the Participating Underwriter and
holders and beneficial owners from time to time of the 2021 Bonds, and shall create no rights in
any other person or entity.

Section 14.  Counterparts. This Disclosure Agreement may be executed in
several counterparts, each of which shall be regarded as an original, and all of which shall
constitute one and the same instrument.

IN WITNESS WHEREOF, the parties hereto have executed this Disclosure
Agreement as of the date first above written.

Date: , 2021

CITY OF BURBANK

By:

U.S. BANK NATIONAL ASSOCIATION,
as Dissemination Agent

By:
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APPENDIX F
DTC AND THE BOOK-ENTRY ONLY SYSTEM

The information in this Appendix F regarding DTC and its book-entry system has been
obtained from DTC’s website, for use in securities offering documents, and the City takes no
responsibility for the accuracy or completeness thereof or for the absence of material changes in
such information after the date hereof.

The Depository Trust Company (“DTC”), New York, New York, will act as securities
depository for the 2021 Bonds. The 2021 Bonds will be issued as fully—registered securities
registered in the name of Cede & Co. (DTC’s partnership nominee) or such other name as may
be requested by an authorized representative of DTC. One fully-registered bond certificate will
be issued for each maturity of the 2021 Bonds, each in the aggregate principal amount of such
maturity, and will be deposited with DTC.

DTC, the world’s largest securities depository, is a limited-purpose trust company
organized under the New York Banking Law, a “banking organization” within the meaning of the
New York Banking Law, a member of the Federal Reserve System, a “clearing corporation” within
the meaning of the New York Uniform Commercial Code, and a “clearing agency” registered
pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934, as amended.
DTC holds and provides asset servicing for over 3.5 million issues of U.S. and non-U.S. equity
issues, corporate and municipal debt issues, and money market instruments (from over 100
countries) that DTC’s participants (“Direct Participants”) deposit with DTC. DTC also facilitates
the post-trade settlement among Direct Participants of sales and other securities transactions in
deposited securities, through electronic computerized book-entry transfers and pledges between
Direct Participants’ accounts. This eliminates the need for physical movement of securities
certificates. Direct Participants include both U.S. and non-U.S. securities brokers and dealers,
banks, trust companies, clearing corporations, and certain other organizations. DTC is a wholly-
owned subsidiary of The Depository Trust & Clearing Corporation (“DTCC”). DTCC is the holding
company for DTC, National Securities Clearing Corporation and Fixed Income Clearing
Corporation, all of which are registered clearing agencies. DTCC is owned by the users of its
regulated subsidiaries. Access to the DTC system is also available to others such as both U.S.
and non-U.S. securities brokers and dealers, banks, trust companies, and clearing corporations
that clear through or maintain a custodial relationship with a Direct Participant, either directly or
indirectly (“Indirect Participants”). DTC has a Standard & Poor’s rating of AA+. The DTC Rules
applicable to Participants are on file with the Securities and Exchange Commission. More
information about DTC can be found at www.dtcc.com.

Purchases of the 2021 Bonds under the DTC system must be made by or through Direct
Participants, which will receive a credit for the 2021 Bonds on DTC’s records. The ownership
interest of each actual purchaser of each 2021 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 2021 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 2021 Bonds, except in the event that use of the book-entry system for the 2021 Bonds is
discontinued.
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To facilitate subsequent transfers, all 2021 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 2021 Bonds with
DTC and their registration in the name of Cede & Co. or such other DTC nominee do not affect
any change in beneficial ownership. DTC has no knowledge of the actual Beneficial Owners of
the 2021 Bonds; DTC’s records reflect only the identity of the Direct Participants to whose
accounts such 2021 Bonds are credited, which may or may not be the Beneficial Owners. The
Direct and Indirect Participants will remain responsible for keeping account of their holdings on
behalf of their customers.

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. Beneficial Owners of 2021 Bonds
may wish to take certain steps to augment the transmission to them of notices of significant events
with respect to the 2021 Bonds, such as redemptions, tenders, defaults and proposed
amendments to the 2021 Bond documents. For example, Beneficial Owners of 2021 Bonds may
wish to ascertain that the nominee holding the 2021 Bonds for their benefit has agreed to obtain
and transmit notices to Beneficial Owners. In the alternative, Beneficial Owners may wish to
provide their names and addresses to the registrar and request that copies of the notices be
provided directly to them.

While the 2021 Bonds are in the book-entry-only system, redemption notices will be sent
to DTC. If less than all of the 2021 Bonds of a maturity 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.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with
respect to the 2021 Bonds unless authorized by a Direct Participant in accordance with DTC’s
MMI Procedures. Under its usual procedures, DTC mails an Omnibus Proxy to the City 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 2021 Bonds are credited on the record
date (identified in a listing attached to the Omnibus Proxy).

Principal and interest payments on the 2021 Bonds will be made to Cede & Co., or such
other nominee as may be requested by an authorized representative of DTC. DTC's practice is
to credit Direct Participants’ accounts upon DTC’s receipt of funds and corresponding detail
information from the City or the Trustee on the payable date in accordance with their respective
holdings shown on DTC’s records. Payments by Participants to Beneficial Owners will be
governed by standing instructions and customary practices, as is the case with securities held for
the accounts of customers in bearer form or registered in “street name,” and will be the
responsibility of such Participant and not of DTC, the Trustee or the City, subject to any statutory
or regulatory requirements as may be in effect from time to time. Payment of principal and interest
payments to Cede & Co. (or such other nominee as may be requested by an authorized
representative of DTC) is the responsibility of the City or the Trustee, disbursement of such
payments to Direct Participants will be the responsibility of DTC, and disbursement of such
payments to the Beneficial Owners will be the responsibility of Direct and Indirect Participants.
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DTC may discontinue providing its services as depository with respect to the 2021 Bonds
at any time by giving reasonable notice to the City or the Trustee. Under such circumstances, in
the event that a successor depository is not obtained, certificates representing the 2021 Bonds
are required to be printed and delivered.

The City may decide to discontinue use of the system of book-entry-only transfers through

DTC (or a successor securities depository). In that event, certificates representing the 2021
Bonds will be printed and delivered to DTC.
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