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

This Official Statement is not to be construed as a contract with the purchasers or owners of the
Notes. Statements contained in this Official Statement which involve estimates, forecasts or matters of
opinion, whether or not expressly so described herein, are intended solely as such and are not to be construed
as representations of fact.

The information set forth herein has been obtained from the County and sources which the County
believes to be reliable. The information and expression of opinion herein are subject to change without
notice and neither delivery of this Official Statement nor any sale made hereunder shall, under any
circumstances, create any implication that there has been no change in the affairs of the County or any other
parties described herein since the date hereof. All summaries of the Resolution or other documents are made
subject to the provisions of such documents and do not purport to be complete statements of any or all of
such provisions. Reference is hereby made to such documents on file with the County for further
information in connection therewith.

In connection with the offering of the Notes, the Underwriter may over allot or effect transactions
which stabilize or maintain the market price of such notes 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 Notes to certain dealers and dealer banks and banks acting as agents at
prices lower than the public offering price stated on the cover page hereof and said public offering prices
may be changed from time to time by the Underwriter.

The County maintains a website at www.co.fresno.ca.us. However, the information presented there
is not part of this Official Statement, is not incorporated by reference herein and should not be relied upon
in making an investment decision with respect to the Notes.

CUSIP is a registered trademark of American Bankers Association. CUSIP data in this Official
Statement is provided by CUSIP Global Services, managed by Standard & Poor’s Financial Services LLC
on behalf of The American Bankers Association. CUSIP data herein is set forth for convenience of reference
only. The County and the Municipal Advisor assume no responsibility for the selection or uses of the CUSIP
data or for the accuracy or correctness of such data. The CUSIP number for the Notes is subject to being
changed after the delivery of the Notes as a result of various subsequent actions.
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OFFICIAL STATEMENT

$[Principal Amount]*
COUNTY OF FRESNO, CALIFORNIA
2020-21 TAX AND REVENUE ANTICIPATION NOTES

INTRODUCTION

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

General

This Official Statement, including the cover and the Appendices attached hereto (the “Official
Statement™), provides certain information concerning the sale and delivery of the 2020-21 Tax and Revenue
Anticipation Notes in an aggregate principal amount of $[Principal Amount]* (the “Notes”) of the County
of Fresno (the “County”). The Notes are issued under the authority of Article 7.6, Chapter 4, Part 1,
Division 2, Title 5 (commencing with Section 53850) of the California Government Code (the “Act”) and
a Resolution adopted by the Board of Supervisors of the County (the “County Board”) on May 26, 2020
(the “Resolution™). The Notes are being issued for the purpose of financing seasonal cash flow requirements
of the County for its General Fund (the “General Fund”) expenditures during the fiscal year ending June
30, 2021. For additional information regarding General Fund expenditures, see Appendix A — “Financial,
Economic and Demographic Information Regarding the County of Fresno - Financial and Economic
Information” and Appendix B — “County of Fresno Cash Flow Statements” attached hereto.”

Security and Sources of Payment for the Notes

In accordance with California law, the Notes are general obligations of the County, but are payable
only out of taxes, income, revenue, cash receipts, or other moneys of the County (including moneys
deposited in inactive or term deposits (but excepting certain moneys which, when received by the County,
will be encumbered for a special purpose unless an equivalent amount of the proceeds from the Notes is set
aside for and used for said special purpose)) received or accrued by the County during Fiscal Year 2020-
21 that are lawfully available for payment of the Notes and the interest thereon (collectively, the
“Unrestricted Revenues”). The Notes and interest thereon are secured by a pledge of (i) Unrestricted
Revenues received by the County during certain periods in the Fiscal Year 2020-21 (“Pledged Moneys™)
and, in the event such amounts are insufficient to permit the deposit into the Note Repayment Fund (as
hereinafter defined) of the full amount of the Pledged Moneys to be deposited therein in any such period,
(ii) Unrestricted Revenues available that have not been deposited previously into the Note Repayment Fund,
as more particularly described herein. As provided in the Act, the Notes and the interest thereon will be a
first lien and charge against, and will be payable from the first moneys received by the County from the
Pledged Moneys. The Note Repayment Fund is to be held in trust by the County’s Auditor-
Controller/Treasurer-Tax Collector, as fiscal agent for the Notes (the “Fiscal Agent”). The County expects
that the aggregate amounts required to be deposited in the Note Repayment Fund from Pledged Moneys

* Preliminary, subject to change.



will be sufficient to repay the Notes and accrued interest thereon when due. See “The Notes — Security and
Sources of Payment for the Notes” herein.

General Description of the Notes

The Notes will be delivered in fully registered form without coupons. The Notes will be registered
in the name of Cede & Co., as nominee of The Depository Trust Company (“DTC”) will act as securities
depository of the Notes. Individual purchases of the Notes will be made in book-entry form only, in
denominations of $25,000 and integral multiples of $5,000 in excess thereof. Purchasers of the Notes (the
“Beneficial Owners”) will not receive certificates representing their interests in the Notes. The principal of
and interest on the Notes will be paid on June 30, 2021 (the “Maturity Date”) by the Fiscal Agent to DTC,
which will in turn remit such principal and interest to its participants for subsequent distribution to the
Beneficial Owners. See “Book-Entry Only System” and “The Notes — General” herein.

The Notes are not subject to redemption prior to maturity.
Additional Notes

The County may issue additional series of tax and revenue anticipation notes on parity with the
Notes upon satisfaction of certain conditions in the Resolution, including confirmation from S&P (defined
herein) that the issuance of such additional series of tax and revenue anticipation notes will not cause a
reduction or withdrawal in its rating on the first series of notes and an opinion of Bond Counsel to the effect
that interest on the additional series of notes is excludable from gross income for federal income tax
purposes. Pursuant to the Resolution, the Notes, together with any additional series of tax and revenue
anticipations notes, may be issued in the aggregate principal amount of not to exceed $[85,000,000].

Tax Matters

In the opinion of Hawkins Delafield & Wood LLP, Bond Counsel to the County, under existing
statutes and court decisions and assuming continuing compliance with certain tax covenants described
herein, (i) interest on the Notes is excluded from gross income for federal income tax purposes pursuant to
Section 103 of the Internal Revenue Code of 1986, as amended (the “Code™), and (ii) interest on the Notes
is not treated as a preference item in calculating the alternative minimum tax under the Code. In addition,
in the opinion of Bond Counsel to the County, under existing statutes, interest on the Notes is exempt from
personal income taxes imposed by the State of California. See “TAX MATTERS” herein.

Continuing Disclosure

Pursuant to the Continuing Disclosure Certificate dated the date of issuance of the Notes (the
“Continuing Disclosure Certificate), the County will covenant to provide, no later than ten business days
after their occurrence, notice of the occurrence of the events set forth in Rule 15¢2-12 promulgated under
the Securities Exchange Act of 1934, as amended (“Rule 15c¢2-12”), to the Municipal Securities
Rulemaking Board through its Electronic Municipal Market Access system. Certain of the events set forth
under Rule 15¢2-12 do not apply to the Notes. See “Continuing Disclosure” and Appendix D attached
hereto “Form of Continuing Disclosure Certificate”. These covenants have been made in order to assist the
Underwriter (as hereinafter defined) in complying with Rule 15¢2-12(b)(5).

Forward-Looking Statements

Certain statements included or incorporated by reference in the Official Statement constitute
“forward-looking statements.” Such statements are generally identifiable by the terminology used such as



“plan,” “expect,” “estimate,” “budget” or other similar words. The achievement of certain results or other
expectations contained in such forward-looking statements involve known and unknown risks, uncertainties
and other factors which may cause actual results, performance or achievements described to be materially
different from any future results, performance or achievements expressed or implied by such forward-
looking statements. Although such expectations reflected in such forward-looking statements are believed
to be reasonable, there can be no assurance that such expectations will prove to be correct. The County is
not obligated to issue any updates or revisions to the forward-looking statements if or when its expectations,
or events, conditions or circumstances on which such statements are based occur.

Miscellaneous

The Notes will be offered when, as and if executed and delivered, and received by the Underwriter,
subject to the approval as to their legality by Bond Counsel and certain other conditions. It is anticipated
that the Notes in definitive form will be available for delivery to DTC on or about July 1, 2020.

The descriptions herein of the Resolution are qualified in their entirety by reference to such
document, and the descriptions herein of the Notes are qualified in their entirety by the form thereof and
the information with respect thereto included in the aforementioned documents. Copies of the Resolution
are on file and available for inspection at the County from the offices of the Auditor-Controller/Treasurer-
Tax Collector at 2281 Tulare Street, Room 105, Fresno, California 93721, Attention: Auditor-
Controller/Treasurer-Tax Collector and the Clerk of the Board of Supervisors at 2281 Tulare Street, Room
301, Fresno, California 93721, Attention: Clerk of the Board of Supervisors.

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

The presentation of information, including tables of receipt of revenues, is intended to show recent
historical information and is not intended to indicate future or continuing trends in the financial position or
other affairs of the County. No representation is made that past experience, as it might be shown by such
financial and other information, will necessarily continue or be repeated in the future.

THE NOTES
General

The Notes will be dated, will mature, and will bear interest at the rate per annum as shown on the
cover page hereof computed on the basis of a 360-day year consisting of twelve 30-day months. Principal
and interest on the Notes will be payable on the Maturity Date. The Notes will be registered in the name of
Cede & Co., as nominee of DTC. DTC will act as securities depository of the Notes. Individual purchases
of the Notes will be made in book-entry form only, in denominations of $25,000 and in integral multiples
of $5,000 in excess thereof. Beneficial Owners (as defined below) of the Notes will not receive physical
certificates representing the Notes purchased. The principal of and interest on the Notes will be paid on the
Maturity Date by the Fiscal Agent to DTC, which will in turn remit such principal and interest to its
participants for subsequent distribution to the Beneficial Owners. See “Book-Entry Only System” herein.

The Notes are not subject to redemption prior to maturity.



Security and Sources of Payment for the Notes

In accordance with California law, the Notes are general obligations of the County, but are payable
only out of Unrestricted Revenues received or accrued by the County during Fiscal Year 2020-21 that are
lawfully available for payment of the Notes and the interest thereon. The Notes and interest thereon are
secured by a pledge of (i) Unrestricted Revenues received by the County during certain periods in the Fiscal
Year 2020-21 (*Pledged Moneys™) and, in the event such amounts are insufficient to permit the deposit
into the Note Repayment Fund of the full amount of the Pledged Moneys to be deposited therein in any
such period, (ii) Unrestricted Revenues available that have not been deposited previously into the Note
Repayment Fund, as more particularly described herein. The County expects that the amounts required to
be deposited in the Note Repayment Fund from Pledged Moneys will be sufficient to repay the Notes and
accrued interest thereon. The Note Repayment Fund is to be held in trust by the Fiscal Agent.

Pledged Moneys are as follows: (i) an amount equal to thirty percent (30%) of the aggregate
principal amount of the Notes from the first Unrestricted Revenues to be received by the County in February
2021; (ii) an amount equal to forty percent (40%) of the aggregate principal amount of the Notes from the
first Unrestricted Revenues to be received by the County in April 2021; (iii) an amount equal to thirty
percent (30%) of the aggregate principal amount of the Notes from the first Unrestricted Revenues to be
received by the County in May 2021; and (iv) an amount equal to (2) the interest accrued and to accrue on
the Notes to the maturity thereof, from the first Unrestricted Revenues to be received by the County in June
2021, plus (b) an amount, if any, equal to the rebate amount calculated pursuant to the Resolution to be due
to the United States Treasury.

As provided in the Act, the Notes and the interest thereon will be a first lien and charge against,
and will be payable from, the first moneys received by the County from the Pledged Moneys. In the event
that in any of the foregoing periods Unrestricted Revenues are insufficient to permit the deposit into the
Note Repayment Fund of the full amount of the Pledged Moneys to be deposited therein in such period,
Unrestricted Revenues available that have not been deposited previously into the Note Repayment Fund
pursuant to the terms of the Resolution will be deposited by the Auditor-Controller/Treasurer-Tax Collector
into the Note Repayment Fund up to the amount of any deficiency in the amount of Pledged Moneys
required to be on deposit therein as of the last County business day of such period. The Notes will be secured
by the Pledged Moneys ratably according to the amount of principal thereof and the accrued but unpaid
interest thereon.

Use and Investment of Note Proceeds

Note proceeds will be deposited in the General Fund of the County and used and expended by the
County for any purpose for which it is authorized to expend funds from the General Fund of the County,
including, but not limited to, current expenses, capital expenditures, investment and reinvestment, and the
discharge of any obligation or indebtedness of the County. Such note proceeds will be deposited in the
County Investment Pool (as hereinafter defined) or invested as authorized by the Resolution. For certain
information concerning the County’s pooled cash portfolio, see Appendix A “Financial, Economic and
Demographic Information regarding the County of Fresno—Financial and Economic Information—
Treasury Investment Pool” attached hereto.

Note Repayment Fund

In accordance with the provisions of the Resolution, a Note Repayment Fund (the “Note Repayment
Fund”) is to be established by the County to be held in trust by the Fiscal Agent and all Pledged Moneys
(as that term is defined in the Resolution) are to be deposited into the Note Repayment Fund as required by
the terms of the Resolution. Moneys in the Note Repayment Fund are to be invested in Qualified



Investments (as hereinafter defined) that provide sufficient liquidity so that moneys will be available no
later than the Maturity Date. Moneys in the Note Repayment Fund are to be used to pay the Notes and the
interest thereon when and as they become due and payable, and amounts necessary to pay any rebate
requirement as provided in the Resolution, and may not be used for any other purposes, provided, however,
that any proceeds of any such investments may, upon the request of the Auditor-Controller/Treasurer-Tax
Collector, be transferred by the Fiscal Agent to the County’s General Fund. Any balance in the Note
Repayment Fund on the Maturity Date in excess of the amounts needed to pay the principal of and interest
on the Notes shall be transferred to the County’s General Fund.

Moneys in the Note Repayment Fund will be deposited with the Fiscal Agent and shall be invested
by the Fiscal Agent in Qualified Investments. “Qualified Investments” consist of any of the following
securities, provided that in no event shall any Qualified Investment mature or otherwise be repayable such
that moneys will be available later than the Maturity Date: (a) United States Treasury obligations and other
direct obligations for which the full faith and credit of the United States are pledged for the payment of
principal and interest; (b) obligations fully guaranteed as to principal and interest by the United States or
any agency of the United States; (c) obligations of the following government sponsored agencies that are
not backed by the full faith and credit of the United States: (i) Federal Home Loan Mortgage Corp.,
(ii) Farm Credit System, (iii) Federal Home Loan Banks, (iv) Federal National Mortgage Association,
(v) Student Loan Marketing Association, (vi) Financing Corp., (vii) Resolution Funding Corp., and
(viii) U.S. Agency for International Development guaranteed notes that mature at least four business days
prior to the payment date set forth therein; (d) deposits of the Federal Deposit Insurance Corporation that
are fully insured and have a predetermined fixed dollar amount of principal due at maturity; (e) debt
obligations rated “AAA” by S&P (herein defined), or “AA-" if such obligations mature 365 days or less
and pre-refunded municipals rated “AAA” by S&P; (f) commercial paper rated A-1+ by S&P, and maturing
in not more than 365 days; (g) investments in money market funds rated ‘AAAmM’ or ‘AAAM-G’ by S&P;
(h) certain stripped securities where the principal-only and interest-only strips of noncallable obligations
are issued by the United States Treasury and REFCORP securities stripped by the Federal Reserve Bank of
New York; (i) repurchase agreements of any securities described in clauses (a) or (b) of this definition of
Qualified Investments or of certificates of deposit or banker’s acceptances (with maturities that do not
exceed 365 days) of any bank, the short-term obligations of which are rated “A-1+" by S&P, in each case
that have a maximum maturity of one year or are due on demand; (j) investment agreements, including
guaranteed investment contracts, with any entity whose claims-paying ability or senior long-term unsecured
debt obligations are rated “AA-" or higher by S&P, which are guaranteed by an entity whose claims-paying
ability or senior long-term unsecured debt obligations are rated “AA-" or higher by S&P, or which
investment agreements are rated “AA-" or higher by S&P; (k) the Local Agency Investment Fund (“LAIF-
California”) created by California law which the State Treasurer invests through the Pooled Money
Investment Account; (1) the Pooled Investment Fund of the County of Fresno; and (m) any other investment
authorized by S&P.

BOOK-ENTRY ONLY SYSTEM

The following information concerning The Depository Trust Company and its book-entry system
has been obtained from sources the County believes to be reliable; however, the County takes no
responsibility as to the accuracy or completeness thereof. There can be no assurance that DTC will abide
by its procedures or that such procedures will not be changed from time to time.

The Depository Trust Company (“DTC”), will act as securities depository for the Notes. The Notes
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 security certificate will be issued in the aggregate principal amount of the Notes, and will be
deposited with DTC.

DTC is a limited-purpose trust company organized under the New York Banking Law, a “banking
organization” within the meaning of the New York Banking Law, a member of the Federal Reserve System,
a “clearing corporation” within the meaning of the New York Uniform Commercial Code, and a “clearing
agency” registered pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934. DTC
holds and provides asset servicing for over 3.5 million issues of U.S. and non-U.S. equity issues, corporate
and municipal debt issues, and money market instruments (from over 100 countries) that DTC’s participants
(“Direct Participants™) deposit with DTC. DTC also facilitates the post-trade settlement among Direct
Participants of sales and other securities transactions in deposited securities, through electronic
computerized book-entry transfers and pledges between Direct Participants’ accounts. This eliminates the
need for physical movement of securities certificates. Direct Participants include both U.S. and non-U.S.
securities brokers and dealers, banks, trust companies, clearing corporations, and certain other
organizations. DTC is a wholly-owned subsidiary of The Depository Trust & Clearing Corporation
(“DTCC”). DTCC is the holding company for DTC, National Securities Clearing Corporation and Fixed
Income Clearing Corporation, all of which are registered clearing agencies. DTCC is owned by the users
of its regulated subsidiaries. Access to the DTC system is also available to others such as both U.S. and
non-U.S. securities brokers and dealers, banks, trust companies, and clearing corporations that clear through
or maintain a custodial relationship with a Direct Participant, either directly or indirectly (“Indirect
Participants”). DTC has a Standard & Poor’s rating of AA+. The DTC Rules applicable to its Participants
are on file with the Securities and Exchange Commission. More information about DTC can be found at
www.dtcc.com.

Purchases of Notes under the DTC system must be made by or through Direct Participants, which
will receive a credit for the Notes on DTC’s records. The ownership interest of each actual purchaser of
each security (“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 Notes 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 Notes, except in
the event that use of the book-entry system for the Notes is discontinued.

To facilitate subsequent transfers, all Notes 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 Notes with DTC and their registration in the name
of Cede & Co. or such other DTC nominee do not effect any change in beneficial ownership. DTC has no
knowledge of the actual Beneficial Owners of the Notes; DTC’s records reflect only the identity of the
Direct Participants to whose accounts such Notes 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 Notes may wish to take certain steps to augment
the transmission to them of notices of significant events with respect to the Notes, such as defaults, and
proposed amendments to the security documents. For example, Beneficial Owners of Notes may wish to
ascertain that the nominee holding the Notes for their benefit has agreed to obtain and transmit notices to



Beneficial Owners. In the alternative, Beneficial Owners may wish to provide their names and addresses to
the registrar and request that copies of notices be provided directly to them.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to
Notes unless authorized by a Direct Participant in accordance with DTC’s MMI Procedures. Under its usual
procedures, DTC mails an Omnibus Proxy to the County 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 Notes are credited on the record date (identified in a listing attached to the Omnibus Proxy).

Payments of principal of and interest on the Notes 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 County
or the Fiscal Agent, on 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 or the County subject to
any statutory or regulatory requirements as may be in effect from time to time. Payments of principal of
and interest on the Notes to Cede & Co. (or such other nominee as may be requested by an authorized
representative of DTC) is the responsibility of the County or the Fiscal Agent, 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.

DTC may discontinue providing its services as depository with respect to the Notes at any time by
giving reasonable notice to the County or the Fiscal Agent. Under such circumstances, in the event that a
successor depository is not obtained, security certificates are required to be printed and delivered.

The County may decide to discontinue use of the system of book-entry-only transfers through DTC
(or a successor securities depository). In that event, certificates will be printed and delivered to DTC and
the requirements of the County Resolution with respect to certificated Notes will apply.

THE COUNTY, THE FISCAL AGENT AND THE UNDERWRITER CANNOT AND DO NOT
GIVE ANY ASSURANCES THAT DTC, DIRECT PARTICIPANTS OR INDIRECT PARTICIPANTS
OF DTC WILL DISTRIBUTE TO THE BENEFICIAL OWNERS OF THE SECURITIES (I) PAYMENTS
OF PRINCIPAL OF AND INTEREST EVIDENCED BY THE SECURITIES (1) CONFIRMATIONS OF
THEIR OWNERSHIP INTERESTS IN THE SECURITIES OR (I11) OTHER NOTICES SENT TO DTC
OR CEDE & CO., ITS PARTNERSHIP NOMINEE, AS THE REGISTERED OWNER OF THE
SECURITIES, OR THAT THEY WILL DO SO ON A TIMELY BASIS, OR THAT DTC, DIRECT
PARTICIPANTS OR INDIRECT PARTICIPANTS WILL SERVE AND ACT IN THE MANNER
DESCRIBED IN THIS OFFICIAL STATEMENT.

NEITHER THE COUNTY, THE FISCAL AGENT NOR THE UNDERWRITER WILL HAVE
ANY RESPONSIBILITY OR OBLIGATIONS TO DTC, THE DIRECT PARTICIPANTS, THE
INDIRECT PARTICIPANTS OF DTC OR THE BENEFICIAL OWNERS WITH RESPECT TO (1) THE
ACCURACY OR COMPLETENESS OF ANY RECORDS MAINTAINED BY DTC OR ANY DIRECT
PARTICIPANTS OR INDIRECT PARTICIPANTS OF DTC; (2) THE PAYMENT BY DTC OR ANY
DIRECT PARTICIPANTS OR INDIRECT PARTICIPANTS OF DTC OF ANY AMOUNT DUE TO
ANY BENEFICIAL OWNER IN RESPECT OF THE PRINCIPAL AMOUNT OF OR INTEREST ON
SECURITIES; (3) THE DELIVERY BY DTC OR ANY DIRECT PARTICIPANTS OR INDIRECT
PARTICIPANTS OF DTC OF ANY NOTICE TO ANY BENEFICIAL OWNER THAT IS REQUIRED
OR PERMITTED TO BE GIVEN TO OWNERS UNDER THE TERMS OF THE RESOLUTION; OR (4)
ANY CONSENT GIVEN OR OTHER ACTION TAKEN BY DTC AS OWNER OF THE SECURITIES.



CONSTITUTIONAL AND STATUTORY LIMITATIONS ON TAXES,
REVENUES AND APPROPRIATIONS

Article X111 A of the State Constitution

Section 1(a) of Article XIII A of the State Constitution (“Article XII1 A”) limits the maximum ad
valorem tax on real property to 1% of full cash value (as defined in Section 2 of Article XIII A), to be
collected by counties and apportioned according to law. Section 1(b) of Article XIII A provides that the
1% limitation does not apply to (1) ad valorem taxes to pay interest or redemption charges on indebtedness
approved by the voters prior to July 1, 1978, or (2) bonded indebtedness for the acquisition or improvement
of real property approved on or after July 1, 1978, by two-thirds of the votes cast by the voters voting on
the proposition, or (3) bonded indebtedness incurred by a school district, community college district or
county office of education for the construction, rehabilitation or replacement of school facilities or the
acquisition or lease of real property for school facilities approved after November 8, 2000, by 55% of the
voters of the district or county, as appropriate, voting on the proposition, provided certain accountability
requirements are satisfied. Section 2 of Article XIII A defines “full cash value” to mean “the county
assessor’s valuation of real property as shown on the 1975-76 tax bill under “full cash value’ or, thereafter,
the appraised value of real property when purchased, newly constructed, or a change in ownership has
occurred after the 1975 assessment” (“Full Cash Value™”). The Full Cash Value may be adjusted annually
to reflect inflation at a rate not to exceed 2% per year, or to reflect a reduction in the consumer price index
or comparable data for the area under taxing jurisdiction, or may be reduced in the event of declining
property value caused by substantial damage, destruction or other factors including a general economic
downturn. Legislation enacted by the State Legislature to implement Article XIII A provides that,
notwithstanding any other law, local agencies may not levy any ad valorem property tax except to pay debt
service on indebtedness approved by the voters as described above.

The voters of the State subsequently approved various measures that further amended Article XI1I
A. One such amendment generally provides that the purchase or transfer of (i) real property between
spouses or (ii) the principal residence and the first $1,000,000 of the Full Cash Value of other real property
between parents and children, do not constitute a “purchase” or “change of ownership” triggering
reappraisal under Article XIII A. Other amendments permitted the State Legislature to allow persons over
the age of 55 who meet certain criteria or “severely disabled homeowners” who sell their residence and buy
or build another of equal or lesser value within two years in the same county, to transfer the old residence’s
assessed value to the new residence. Other amendments permit the State Legislature to allow persons who
are either 55 years of age or older, or who are “severely disabled,” to transfer the old residence’s assessed
value to their new residence located in either the same or a different county and acquired or newly
constructed within two years of the sale of their old residence. In the November 1990 election, the voters
approved an amendment of Article XIII A to permit the State Legislature to exclude from the definition of
“new construction” certain additions and improvements, including seismic retrofitting improvements and
improvements utilizing earthquake hazard mitigation technologies constructed or installed in existing
buildings after November 6, 1990. Article XIII A has also been amended to provide that there would be no
increase in the Full Cash Value base in the event of reconstruction of property damaged or destroyed in a
disaster.

Section 4 of Article XIII A provides that cities, counties and special districts cannot, without a two-
thirds vote of the qualified electors, impose special taxes, which has been interpreted to include special fees
in excess of the cost of providing the services or facility for which the fee is charged, or fees levied for
general revenue purposes.

Future assessed valuation growth allowed under Article XIII A (new construction, change of
ownership, 2% annual value growth) will be allocated on the basis of “situs” among the jurisdictions that



serve the tax rate area within which the growth occurs. Local agencies and school districts will share the
growth of “base” revenue from the tax rate area. Each year’s growth allocation becomes part of each
agency’s allocation the following year. The County is unable to predict the nature or magnitude of future
revenue sources which may be provided by the State to replace lost property tax revenues. Article X1 A
effectively prohibits the levying of any other ad valorem property tax above the 1% limit except for taxes
to support indebtedness approved by the voters as described above.

Article X111 B of the State Constitution

State and local government agencies in the State are each subject to annual “appropriations limits”
imposed by Article X111 B of the State Constitution (“Article X111 B”). Article XII1I B prohibits government
agencies and the State from spending “appropriations subject to limitation” in excess of the appropriations
limit imposed. The base year for establishing such appropriations limit is fiscal year 1978 79.
“Appropriations subject to limitation” are generally authorizations to spend “proceeds of taxes,” which
include all, but are not limited to, tax revenues, and the proceeds from (i) regulatory licenses, user charges
or other user fees to the extent that such proceeds exceed “the cost reasonably borne by that entity in
providing the regulation, product, or service” (ii) the investment of tax revenues, and (iii) certain
subventions received from the State. No limit is imposed on appropriations of funds which are not
“proceeds of taxes,” appropriated for debt service on indebtedness existing prior to the passage of Article
X111 B or authorized by the voters or appropriations required to comply with certain mandates of courts or
the federal government.

As amended at the June 5, 1990 election by Proposition 111, Article XI1I B provides that, in general
terms, a county’s appropriations limit is based on the limit for the prior year adjusted annually to reflect
changes in cost of living, population and, when appropriate, transfer of financial responsibility of providing
services from one governmental unit to another. Proposition 111 liberalized the aforementioned adjustment
factors as compared to the original provisions of Article XIIl B. If county revenues during any two
consecutive fiscal years exceed the combined appropriations limits for those two years, the excess must be
returned by a revision of tax rates or fee schedules within the two subsequent fiscal years. Section 7900, et
seq. of the California Government Code defines certain terms used in Article XIII B and sets forth the
methods for determining the appropriations limits for local jurisdictions.

The County’s annual appropriation limit for the Fiscal Year 2015-16 is approximately
$509.8 million. The limitation applies only to proceeds of taxes and therefore does not apply to regulatory
licenses, user charges, user fees and service fees and charges that do not exceed the reasonable cost of
services, investment earnings on non-proceeds of taxes, fines, and revenue from the sale of property and
taxes received from the State and federal governments that are tied to special programs. Based on the
County’s adopted budget for Fiscal Year 2015-16, the funds subject to the annual appropriation limit will
total approximately $274.6 million (total General Operating Budget minus non-proceeds of taxes and debt
service) and are approximately $235.7 million below the Article XI1I B limit.

Articles X111 C and XI11 D of the State Constitution

On November 5, 1996, the voters of the State approved Proposition 218, the “Right to Vote on
Taxes Act.” Proposition 218 added Articles X111 C and XIII D to the State Constitution, which contain a
number of provisions affecting the ability of the County to levy and collect both existing and future taxes,
assessments, fees and charges.

Avrticle XI1I C of the State Constitution (“Article XIII C”) requires that all new local taxes be
submitted to the electorate before they become effective. Taxes for general governmental purposes of the
County require a majority vote and taxes for specific purposes, even if deposited in the general fund, require



a two-thirds vote. The voter approval requirements of Article XIlI1 C reduce the County’s flexibility to deal
with fiscal problems by raising revenue through new or extended or increased taxes and no assurance can
be given that the County will be able to raise taxes in the future to meet increased expenditure requirements.

Avrticle XIII D of the State Constitution (“Article XI11 D) contains several provisions making it
generally more difficult for local agencies to levy and maintain “assessments” for municipal services and
programs. “Assessment” is defined to mean any levy or charge upon real property for a special benefit
conferred upon the real property. The County has several County Service Areas in unincorporated
neighborhoods and communities. If the County is unable to continue to collect assessment revenues for
these programs, the programs might have to be curtailed. The County is unable to predict whether it will
be able to continue to collect assessment revenues for these programs in light of Article XIIlI D. The
provisions of Article XIII D will also make it more difficult for the County to establish assessment-based
programs in the future.

Acrticle XI1I D also contains several provisions affecting a “fee” or “charge,” defined for purposes
of Article XIII D to mean “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.” All new and existing property related fees and charges must
conform to requirements prohibiting, among other things, fees and charges which (i) generate revenues
exceeding the funds required to provide the property related service, (ii) are used for any purpose other than
those for which the fees and charges are imposed, (iii) with respect to any parcel or person, exceed the
proportional cost of the service attributable to the parcel, (iv) are for a service not actually used by, or
immediately available to, the owner of the property in question, or (v) are used for general governmental
services, including police, fire or library services, where the service is available to the public at large in
substantially the same manner as it is to property owners. Further, before any property related fee or charge
may be imposed or increased, written notice must be given to the record owner of each parcel of land
affected by such fee or charge. The County must then hold a hearing upon the proposed imposition or
increase, and if written protests against the proposal are presented by a majority of the owners of the
identified parcels, the County may not impose or increase the fee or charge. In Morgan et al., v. Imperial
Irrigation District and Imperial County Farm Bureau, the appellate court held that Proposition 218 does
not require the agency to conduct a separate protest election for each different rate class comprised of
owners of identified parcels. Instead, the agency need only conduct a single a protest election for a
collection of rate increases involving all its customers. Moreover, except for fees or charges for sewer,
water and refuse collection services (or fees for electrical and gas service, which are not treated as “property
related” for purposes of Article XIII D), no property related fee or charge may be imposed or increased
without majority approval by the property owners subject to the fee or charge or, at the option of the local
agency, two-thirds voter approval by the electorate residing in the affected area. The annual amount of
revenues that are received by the County and deposited into its General Fund which may be considered to
be property related fees and charges under Article X111 D of Proposition 218 is not substantial. Accordingly,
the County does not presently anticipate that any impact Article X111 D may have on future fees and charges
will adversely affect the ability of the County to pay the principal of and interest on the Notes as and when
due. However, no assurance can be given that the County may or will be able to reduce or eliminate such
services to avoid new costs for the County General Fund in the event the fees and charges that presently
finance them are reduced or repealed.

In addition to the provisions described above, Article X111 C removes prohibitions and limitations
on the initiative power in matters of any “local tax, assessment, fee or charge.” Consequently, the voters
of the County could, by future initiative, repeal, reduce or prohibit the future impaosition or increase of any
local tax, assessment, fee or charge. In Bighorn-Desert View Water Agency v. Vergil (2006), the California
Supreme Court indicated that the terms “assessment,” “fee” and “charge,” are not defined in Article XIIl1 C
and it is not clear whether the definitions of these terms in Article XIII D (which are generally
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property-related as described above) would limit the scope of the initiative power set forth in Article XIII
C. If the Article XI1II D definitions are not held to limit the scope of Article XIII C initiative powers, then
the Article X1l C initiative power could potentially apply to revenue sources that currently constitute a
substantial portion of general fund revenues. No assurance can be given that the voters of the County will
not, in the future, approve initiatives that repeal, reduce or prohibit the future imposition or increase of local
taxes, assessments, fees or charges.

On November 2, 2010, voters in the State approved Proposition 26. Proposition 26 amends
Avrticle XIII C of the State Constitution to expand the definition of “tax” to include *“any levy, charge, or
exaction of any kind imposed by a local government” except the following: (1) a charge imposed for a
specific benefit conferred or privilege granted directly to the payor that is not provided to those not charged,
and which does not exceed the reasonable costs to the local government of conferring the benefit or granting
the privilege; (2) a charge imposed for a specific government service or product provided directly to the
payor that is not provided to those not charged, and which does not exceed the reasonable costs to the local
government of providing the service or product; (3) a charge imposed for the reasonable regulatory costs
to a local government for issuing licenses and permits, performing investigations, inspections, and audits,
enforcing agricultural marketing orders, and the administrative enforcement and adjudication thereof; (4) a
charge imposed for entrance to or use of local government property, or the purchase, rental, or lease of local
government property; (5) a fine, penalty, or other monetary charge imposed by the judicial branch of
government or a local government, as a result of a violation of law; (6) a charge imposed as a condition of
property development; and (7) assessments and property-related fees imposed in accordance with the
provisions of Article XIIID. Proposition 26 provides that the local government bears the burden of proving
by a preponderance of the evidence that a levy, charge, or other exaction is not a tax, that the amount is no
more than necessary to cover the reasonable costs of the governmental activity, and that the manner in
which those costs are allocated to a payor bear a fair or reasonable relationship to the payor’s burdens on,
or benefits received from, the governmental activity. Proposition 26 applies to any levy, charge or exaction
imposed, increased, or extended by local government on or after November 3, 2010, unless exempted, as
stated above. Accordingly, fees adopted prior to that date are not subject to the measure until they are
increased or extended or if it is determined that an exemption applies. As of the date hereof, none of the
County’s fees or charges has been challenged in a court of law in connection with the requirements of
Proposition 26 and Proposition 26 has not adversely affected the County’s ability to pay when due its debt
obligations.

Proposition 1A

Proposition 1A (“Proposition 1A”), proposed by the Legislature as a Senate Constitutional
Amendment in connection with the 2004-05 Budget Act and approved by California voters in November
2004, provides that the State may not reduce any local sales tax rate, limit existing local government
authority to levy a sales tax rate or change the allocation of local sales tax revenues, subject to certain
exceptions. Proposition 1A generally prohibits the State from shifting to schools or community colleges
any share of property tax revenues allocated to local governments for any fiscal year, as set forth under the
laws in effect as of November 3, 2004. Any change in the allocation of property tax revenues among local
governments within a county must be approved by two-thirds of both houses of the Legislature. Proposition
1A provides, however, that beginning in fiscal year 2008-09, the State may shift to schools and community
colleges up to 8% of local government property tax revenues, which amount must be repaid, with interest,
within three years, if the Governor proclaims that the shift is needed due to a severe state financial hardship,
the shift is approved by two-thirds of both houses of the State Legislature and certain other conditions are
met. The State may also approve voluntary exchanges of local sales tax and property tax revenues among
local governments within a county. Proposition 1A also provides that if the State reduces the VLF rate
below 0.65 percent of vehicle value, the State must provide local governments with equal replacement
revenues. Further, Proposition 1A requires the State, beginning July 1, 2005, to suspend State mandates
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affecting cities, counties and special districts, excepting mandates relating to employee rights, schools or
community colleges, in any year that the State does not fully reimburse local governments for their costs to
comply with such mandates. The State’s ability to initiate future exchanges and shifts of funds will be
limited by Proposition 22. See “~ Proposition 22” below.

Proposition 22

Proposition 22 (“Proposition 22”), which was approved by California voters in November 2010,
prohibits the State, even during a period of severe fiscal hardship, from delaying the distribution of tax
revenues for transportation, redevelopment, or local government projects and services and prohibits fuel
tax revenues from being loaned for cash-flow or budget balancing purposes to the State General Fund or
any other State fund. Proposition 22 supersedes the provisions of Proposition 1A that allow the State to
borrow money from local governments and prohibits any future such borrowings by the State from local
government funds. See “— Proposition 1A” herein. In addition, Proposition 22 generally eliminates the
State’s authority to temporarily shift property taxes from cities, counties, and special districts to schools,
temporarily increase school and community college district’s share of property tax revenues, prohibits the
State from borrowing or redirecting redevelopment property tax revenues or requiring increased pass-
through payments thereof, and prohibits the State from reallocating vehicle license fee revenues to pay for
State-imposed mandates. In addition, Proposition 22 requires a two-thirds vote of each house of the State
Legislature and a public hearing process to be conducted in order to change the amount of fuel excise tax
revenues shared with cities and counties. The County does not believe that Proposition 22 will have a
significant impact on its financial condition.

Proposition 26

Proposition 26 (“Proposition 26”), which was approved by California voters on November 2, 2010,
revises the California Constitution to expand the definition of “taxes.” Proposition 26 re-categorizes many
State and local fees as taxes and specifies a requirement of two-thirds voter approval for taxes levied by
local governments.

Proposition 26 requires the State obtain the approval of two-thirds of both houses of the State
Legislature for any proposed change in State statutes, which would result in any taxpayer paying a higher
tax. Proposition 26 eliminates the previous practice whereby a tax increase coupled with a tax reduction
that resulted in an overall neutral fiscal effect was subject only to a majority vote in the State Legislature.
Furthermore, pursuant to Proposition 26, any increase in a fee above the amount needed to provide the
specific service or benefit is deemed to be a tax and the approval thereof will require such two-thirds vote
of approval to be effective. In addition, for State imposed fees and charges, any fee or charge adopted after
January 1, 2010 with a majority vote of approval of the State Legislature which would have required a two-
thirds vote of approval of the State Legislature if Proposition 26 were effective at the time of such adoption
is repealed as of November 2011 absent the re-adoption by the requisite two-thirds vote.

Proposition 26 amends Article XII1 C of the State Constitution to state that a “tax” means a levy,
charge or exaction of any kind imposed by a local government, except (1) a charge imposed for a specific
benefit conferred or privilege granted directly to the payor that is not provided to those not charged, and
which does not exceed the reasonable costs to the local government of conferring the benefit or granting
the privilege; (2) a charge imposed for a specific government service or product provided directly to the
payor that is not provided to those not charged, and which does not exceed the reasonable costs to the local
government of providing the service or product; (3) a charge imposed for the reasonable regulatory costs
to a local government for issuing licenses and permits, performing investigations, inspections and audits,
enforcing agricultural marketing orders, and the administrative enforcement and adjudication thereof; (4) a
charge imposed for entrance to or use of local government property or the purchase rental or lease of local
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government property; (5) a fine, penalty, or other monetary charge imposed by the judicial branch of
government or a local government as a result of a violation of law; (6) a charge imposed as a condition of
property development; or (7) assessments and property related fees imposed in accordance with the
provisions of Proposition 218. See “— Proposition 218" herein.

Proposition 26 applies to any levy, charge or exaction imposed, increased, or extended by local
government on or after November 3, 2010, unless exempted, as stated above. Accordingly, fees adopted
prior to that date are not subject to the measure until they are increased or extended or if it is determined
that an exemption applies. As of the date hereof, none of the County’s fees or charges has been challenged
in a court of law in connection with the requirements of Proposition 26.

If the local government specifies how the funds from a proposed local tax are to be used, the
approval will be subject to a two-thirds voter requirement. If the local government does not specify how
the funds from a proposed local tax are to be used, the approval will be subject to a fifty percent voter
requirement. Proposed local government fees that are not subject to Proposition 26 generally are subject to
the approval of a majority of the governing body. In general, proposed property charges will be subject to
a majority vote of approval by the governing body although certain proposed property charges will also
require approval by a majority of the affected property owners.

Statutory Limitations

A statutory initiative (“Proposition 62”) was adopted by State voters at the November 4, 1986
General Election, which (1) requires that any tax for general governmental purposes imposed by local
governmental entities be approved by resolution or ordinance adopted by two-thirds vote of the
governmental agency’s legislative body and by a majority of the electorate of the governmental entity
voting in such election, (2) requires that any special tax (defined as taxes levied for other than general
governmental purposes) imposed by a local governmental entity be approved by a two-thirds vote of the
voters within that jurisdiction voting in such election, (3) restricts the use of revenues from a special tax to
the purpose or for the service for which the special tax was imposed, (4) prohibits the imposition of
ad valorem taxes on real property by local governmental entities except as permitted by Article XIII A,
(5) prohibits the imposition of transaction taxes and sales taxes on the sale of real property by local
governmental entities and (6) requires that any tax imposed by a local governmental entity on or after
August 1, 1985, be ratified by a majority vote of the electorate voting in such election within two years of
the adoption of the initiative or be terminated by November 15, 1988. Proposition 62 requirements are
generally not applicable to general taxes and special taxes levied prior to its November 4, 1986 effective
date.

On September 28, 1995, the California Supreme Court filed its decision in Santa Clara County
Local Transportation Authority v. Carl Guardino, 11 Cal. 4th 220 (1995) (“Santa Clara”), which upheld a
Court of Appeal decision invalidating a 1/2-cent countywide sales tax for transportation purposes levied by
a local transportation authority. The California Supreme Court based its decision on the failure of the
authority to obtain a two-thirds vote of the electorate for the levy of a “special tax,” as required by
Proposition 62. Santa Clara did not address the question of whether or not it should be applied retroactively.

In deciding Santa Clara on Proposition 62 grounds, the Court disapproved the decision in City of
Woodlake v. Logan, 230 Cal. App. 3d 1058 (1991) (“Woodlake™), where the Court of Appeal had held
portions of Proposition 62 unconstitutional as a referendum on taxes prohibited by the State Constitution.
The State Supreme Court determined that the voter approval requirement of Proposition 62 is a condition
precedent to the enactment of each tax statute to which it applies, while referendum refers to a process
invoked only after a statute has been enacted. Numerous taxes to which Proposition 62 would apply were
imposed or increased without voter approval in reliance on Woodlake. The Court notes as apparently
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distinguishable, but did not confirm, the decision in City of Westminster v. County of Orange, 204 Cal. App.
3d 623 (1988), which held unconstitutional the provision of Proposition 62 requiring voter approval of taxes
imposed during the “window period” of August 1, 1985 until November 5, 1986. Proposition 62 as an
initiative statute does not have the same level of authority as a constitutional initiative, but is analogous to
legislation adopted by the State Legislature. After the passage of Proposition 218, certain provisions of
Proposition 62 (e.g. voter approval of taxes) are governed by the State Constitution.

Following the Guardino decision upholding Proposition 62, several actions were filed challenging
taxes imposed by public agencies since the adoption of Proposition 62. On June 4, 2001, the State Supreme
Court released its decision in one of these cases, Howard Jarvis Taxpayers Association v. City of La Habra,
et al. (“La Habra™). In this case, the court held that a public agency’s continued imposition and collection
of a tax is an ongoing violation upon which the statute of limitations period begins anew with each
collection. The court also held that, unless another statute or constitutional rule provided differently, the
statute of limitations for challenges to taxes subject to Proposition 62 is three years. Accordingly, a
challenge to a tax subject to Proposition 62 may only be made for those taxes received within three years
of the date the action is brought. The County believes that the portion of the County’s taxes subject to
Proposition 62 is in compliance with Proposition 62 requirements.

Future Initiatives

Article XIII A, Article XIII B, Article XIII C, Article XIII D, Proposition 111, Proposition 1A,
Proposition 62, Proposition 22, and Proposition 26 were each adopted as measures that qualified for the
ballot pursuant to the State’s initiative process. From time to time, other initiative measures could be
adopted, further affecting revenues of the County or the County’s ability to expend revenues. The nature
and impact of these measures cannot be predicted by the County.

ENFORCEABILITY OF REMEDIES

The rights of the owners of the Notes are subject to the limitations on legal remedies against
counties in the State, including a limitation on enforcement of judgments against funds needed to serve the
public welfare and interest. Additionally, enforceability of the rights and remedies of the owners of the
Notes, and the obligations incurred by the County, may become subject to the federal 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, 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 Constitution, the reasonable and necessary exercise, in certain exceptional
situations, of the police powers inherent in the sovereignty of the State and its governmental bodies in the
interest of serving a significant and legitimate public purpose and the limitations on remedies against
counties in the State. Bankruptcy proceedings, or the exercise of powers by the federal or State government,
if initiated, could subject the owners of the Notes 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.

On January 24, 1996, the United States Bankruptcy Court for the Central District of California held
in the case of County of Orange v. Merrill Lynch that a State statute providing for a priority of distribution
of property held in trust conflicted with, and was preempted by, federal bankruptcy law. In that case, the
court addressed the priority of the disposition of moneys held in a county investment pool upon bankruptcy
of the county, but was not required to directly address the State statute that provides for the lien in favor of
holders of tax and revenue anticipation notes. The County expects to be in possession of certain Unrestricted
Revenues that are pledged and will be set aside to repay Notes and, following payment of these funds to
the Fiscal Agent, these funds will be invested in the name of the Fiscal Agent for a period of time in the
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County Investment Pool. In the event of a petition for the adjustment of County debts under Chapter 9 of
the Bankruptcy Code, a court might hold that the Owners of the Notes do not have a valid and prior lien on
the such pledged amounts where such amounts are deposited in the County Investment Pool and may not
provide the Note owners with a priority interest in such amounts. Such pledged amounts may not be
available for payment of principal of and interest on the Notes unless the Owners could “trace” the funds
from the Note Repayment Fund that have been deposited in the County Investment Pool. There can be no
assurance that the Owners could successfully so “trace” the pledged amounts.

TAX MATTERS
Opinion of Bond Counsel

In the opinion of Hawkins Delafield & Wood LLP, Bond Counsel to the County, under existing
statutes and court decisions and assuming continuing compliance with certain tax covenants described
herein, (i) interest on the Notes is excluded from gross income for federal income tax purposes pursuant to
Section 103 of the Internal Revenue Code of 1986, as amended (the “Code™), and (ii) interest on the Notes
is not treated as a preference item in calculating the alternative minimum tax under the Code. In rendering
its opinion, Bond Counsel has relied on certain representations, certifications of fact, and statements of
reasonable expectations made by the County in connection with the Notes, and Bond Counsel has assumed
compliance by the County with certain ongoing covenants to comply with applicable requirements of the
Code to assure the exclusion of interest on the Notes from gross income under Section 103 of the Code.

In addition, in the opinion of Bond Counsel to the County, under existing statutes, interest on the
Notes is exempt from personal income taxes of the State of California and its political subdivisions.

Bond Counsel expresses no opinion as to any other federal, state or local tax consequences arising
with respect to the Notes, or the ownership or disposition thereof, except as stated above. Bond Counsel
renders its opinion under existing statutes and court decisions as of the issue date, and assumes no obligation
to update, revise or supplement its opinion to reflect any action thereafter taken or not taken, any fact or
circumstance that may thereafter come to its attention, any change in law or interpretation thereof that may
thereafter occur, or for any other reason. Bond Counsel expresses no opinion as to the consequence of any
of the events described in the preceding sentence or the likelihood of their occurrence. In addition, Bond
Counsel expresses no opinion on the effect of any action taken or not taken in reliance upon an opinion of
other counsel regarding federal, state or local tax matters, including, without limitation, exclusion from
gross income for federal income tax purposes of interest on the Notes.

Certain Ongoing Federal Tax Requirements and Covenants

The Code establishes certain ongoing requirements that must be met subsequent to the issuance
and delivery of the Notes in order that interest on the Notes be and remain excluded from gross income
under Section 103 of the Code. These requirements include, but are not limited to, requirements relating
to use and expenditure of gross proceeds of the Notes, yield and other restrictions on investments of gross
proceeds, and the arbitrage rebate requirement that certain excess earnings on gross proceeds be rebated to
the federal government. Noncompliance with such requirements may cause interest on the Notes to become
included in gross income for federal income tax purposes retroactive to their issue date, irrespective of the
date on which such noncompliance occurs or is discovered. The County has covenanted to comply with
certain applicable requirements of the Code to assure the exclusion of interest on the Notes from gross
income under Section 103 of the Code.
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Certain Collateral Federal Tax Consequences

The following is a brief discussion of certain collateral federal income tax matters with respect to
the Notes. It does not purport to address all aspects of federal taxation that may be relevant to a particular
owner of a Note. Prospective investors, particularly those who may be subject to special rules, are advised
to consult their own tax advisors regarding the federal tax consequences of owning and disposing of the
Notes.

Prospective owners of the Notes should be aware that the ownership of such obligations may result
in collateral federal income tax consequences to various categories of persons, such as corporations
(including S corporations and foreign corporations), financial institutions, property and casualty and life
insurance companies, individual recipients of Social Security and railroad retirement benefits, individuals
otherwise eligible for the earned income tax credit, and taxpayers deemed to have incurred or continued
indebtedness to purchase or carry obligations the interest on which is excluded from gross income for
federal income tax purposes. Interest on the Notes may be taken into account in determining the tax liability
of foreign corporations subject to the branch profits tax imposed by Section 884 of the Code.

Premium Notes

In general, if an owner acquires a note for a purchase price (excluding accrued interest) or otherwise
at a tax basis that reflects a premium over the sum of all amounts payable on the note after the acquisition
date (excluding certain “qualified stated interest” that is unconditionally payable at least annually at
prescribed rates), that premium constitutes “bond premium” on that note (a “Premium Note”). In general,
under Section 171 of the Code, an owner of a Premium Note must amortize the bond premium over the
remaining term of the Premium Note, based on the owner’s yield over the remaining term of the Premium
Note determined based on constant yield principles (in certain cases involving a Premium Note callable
prior to its stated maturity date, the amortization period and yield may be required to be determined on the
basis of an earlier call date that results in the lowest yield on such note). An owner of a Premium Note
must amortize the bond premium by offsetting the qualified stated interest allocable to each interest accrual
period under the owner’s regular method of accounting against the bond premium allocable to that period.
In the case of a tax-exempt Premium Note, if the bond premium allocable to an accrual period exceeds the
qualified stated interest allocable to that accrual period, the excess is a nondeductible loss. Under certain
circumstances, the owner of a Premium Note may realize a taxable gain upon disposition of the Premium
Note even though it is sold or redeemed for an amount less than or equal to the owner’s original acquisition
cost. Owners of any Premium Notes should consult their own tax advisors regarding the treatment of bond
premium for federal income tax purposes, including various special rules relating thereto, and state and
local tax consequences, in connection with the acquisition, ownership, amortization of bond premium on,
sale, exchange, or other disposition of Premium Notes.

Information Reporting and Backup Withholding

Information reporting requirements apply to interest paid on tax-exempt obligations, including the
Notes. In general, such requirements are satisfied if the interest recipient completes, and provides the payor
with, a Form W-9, “Request for Taxpayer Identification Number and Certification,” or if the recipient is
one of a limited class of exempt recipients. A recipient not otherwise exempt from information reporting
who fails to satisfy the information reporting requirements will be subject to “backup withholding,” which
means that the payor is required to deduct and withhold a tax from the interest payment, calculated in the
manner set forth in the Code. For the foregoing purpose, a “payor” generally refers to the person or entity
from whom a recipient receives its payments of interest or who collects such payments on behalf of the
recipient.
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If an owner purchasing a Note through a brokerage account has executed a Form W-9 in connection
with the establishment of such account, as generally can be expected, no backup withholding should occur.
In any event, backup withholding does not affect the excludability of the interest on the Notes from gross
income for federal income tax purposes. Any amounts withheld pursuant to backup withholding would be
allowed as a refund or a credit against the owner’s federal income tax once the required information is
furnished to the Internal Revenue Service.

Miscellaneous

Tax legislation, administrative actions taken by tax authorities, or court decisions, whether at the
federal or state level, may adversely affect the tax-exempt status of interest on the Notes under federal or
state law or otherwise prevent beneficial owners of the Notes from realizing the full current benefit of the
tax status of such interest. In addition, such legislation or actions (whether currently proposed, proposed
in the future, or enacted) and such decisions could affect the market price or marketability of the Notes.

Prospective purchasers of the Notes should consult their own tax advisors regarding the foregoing
matters.

CERTAIN LEGAL MATTERS

Legal matters incident to the authorization, sale, execution and delivery by the County of the Notes
are subject to the approval of Hawkins Delafield & Wood LLP, Bond Counsel to the County. A complete
copy of the proposed form of opinion of Bond Counsel is contained in Appendix E hereto. Certain legal
matters will be passed upon for the County by its Disclosure Counsel, Hawkins Delafield & Wood LLP,
Los Angeles, California, and by the County Counsel.

MUNICIPAL ADVISOR

KNN Public Finance, LLC, served as Municipal Advisor to the County in connection with the
issuance of the Notes.

LITIGATION

No litigation is pending or threatened concerning the validity of the Notes, and an opinion of the
County Counsel (based upon its best knowledge after reasonable investigation) to that effect will be
furnished to the purchaser at the time of the original delivery of the Notes. The County is not aware of any
litigation pending or threatened questioning the political existence of the County or contesting the County’s
ability to levy and collect ad valorem taxes or contesting the County’s ability to issue and pay the Notes.

There are a number of lawsuits and claims pending against the County. The County does not believe
that any of these proceedings could have a material adverse impact upon the financial condition of the
County.

RATING

The Notes have been assigned a rating of “___” by Standard & Poor’s Ratings Services, a Standard
& Poor’s Financial Services LLC business (“S&P”). An explanation of the significance of such rating may
be obtained from S&P. The rating reflects the views of S&P and the County makes no representation as to
the appropriateness of the rating. Further, there is no assurance that such rating will continue for any given
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period of time or that it will not be revised or withdrawn entirely if in the sole judgment of S&P
circumstances so warrant. Any such downward revision or withdrawal of a rating may have an adverse
effect on the trading value and the market price of the Notes.

UNDERWRITING

The Notes were sold at competitive bid on June _, 2020. The Notes were awarded to
(the “Underwriter”), at a purchase price of $ (which amount equals
the principal amount of the Notes plus a bid premium of $ ). The Notice Inviting Bids provides
that all Notes would be purchased if any were purchased, the obligation to make such purchase being subject
to certain terms and conditions set forth in the Notice Inviting Bids, the approval of certain legal matters by
Bond Counsel and certain other conditions.

CONTINUING DISCLOSURE

Pursuant to the Continuing Disclosure Certificate, the County will covenant to provide, no later
than ten business days after their occurrence, notice of the occurrence of the events set forth in Rule 15¢2-
12 to the Municipal Securities Rulemaking Board through its Electronic Municipal Market Access system.
Certain of the events set forth under Rule 15¢2-12 do not apply to the Notes. The County’s obligations
under the Resolution with respect to continuing disclosure shall terminate upon payment in full of all of the
Notes without any requirement to provide notice to any owner or holder of the Notes. If such termination
occurs prior to the final maturity of the Notes, the County shall give notice of such termination in the same
manner as notice of a Listed Event. See Appendix E — “Form of Continuing Disclosure Certificate” attached
hereto. These covenants have been made in order to assist the Underwriter in complying with Rule 15c2-
12(b)(5) of the SEC.

The County did not include its audited financial statements for the Fiscal Years ended June 30,
2016 and June 30, 2017 with its Annual Reports for such Fiscal Years for its Annual Reports for such Fiscal
Years for its Taxable Pension Obligation Bonds, Refunding Series 2002, Taxable Pension Obligation
Bonds, 2004 Series A, Taxable Pension Obligation Bonds, 2004 Series B, Lease Revenue Refunding Bonds,
Series 2012A, Taxable Pension Obligation Refunding Bonds, 2015 Series A and Lease Revenue Refunding
Bonds, Series 2016. The County filed its audited financial statements for the Fiscal Years ended June 30,
2016 and June 30, 2017 on March 1, 2019.

MISCELLANEOUS

Included herein are brief summaries of certain documents and reports, which summaries do not
purport to be complete or definitive, and reference is made to such documents and reports for full and
complete statements of the contents thereof. This Official Statement is not to be construed as a contract or
agreement between the County and the purchasers or holders of any of the Notes. Any statements made in
this Official Statement involving matters of opinion, whether or not expressly so stated, are intended merely
as an opinion and not as representations of fact. The information and expressions of opinion herein are
subject to change without notice and neither the delivery of this Official Statement nor any sale made
hereunder shall, under any circumstances, create any implication that there has been no change in affairs in
the County since the date hereof.
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The execution and delivery of this Official Statement have been duly authorized by the County.

COUNTY OF FRESNO

By:

Oscar J. Garcia, CPA
Auditor-Controller/Treasurer-Tax Collector
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FINANCIAL AND ECONOMIC INFORMATION
Budgetary Process

The County of Fresno (the “County”) is required by State of California (the “State”) law to adopt
on or before October 2 a fiscal line item budget setting forth final expenditures, revenues, and fund balances
available so that appropriations during that fiscal year will not exceed available financing. The County’s
Fiscal Year 2019-20 Adopted Budget (the “Fiscal Year 2019-20 Adopted County Budget™”) was approved
by the Board of Supervisors of the County of Fresno (the “County Board”) on September 16, 2019. The
County’s Fiscal Year 2020-21 Temporary Budget (the “Fiscal Year 2020-21 Temporary County Budget”)
is expected to be submitted to the County Board on June 23, 2020. See “— County Budget.”

As part of the County’s process for ensuring that expenditures do not exceed authorized levels or
available financing sources, a mid-year review is provided to the County Board in March. In the event of
any shortfall in projected revenue, immediate steps are taken to mitigate the shortfall through the
identification of alternative funding sources or reducing appropriations. Similarly, if expenditures are
projected to exceed appropriations, steps are taken to reduce expenditures in other accounts within the
affected department or to transfer available resources to offset the added expenditure requirement. The
County’s Auditor-Controller/Treasurer-Tax Collector is responsible for controlling expenditures within
budgeted appropriations. Counties in the State are not permitted by State law to impose fees to raise general
revenue, but only to recover the costs of regulation or provision of services. Pursuant to Proposition 26, any
increase in a fee above the amount needed to provide the specific service or benefit is deemed to be a tax
and the approval thereof will require such two-thirds vote of approval to be effective. See “Constitutional
and Statutory Limitations on Taxes, Revenues and Appropriations — Proposition 26” in the forepart of this
Official Statement.

Revenues for the County’s General Fund (the “General Fund™) are derived from such sources as
taxes, licenses, permits and franchises, fines, forfeitures and penalties, use of money and property, aid from
other governmental agencies, charges for current services and other revenue. The County’s current practice
is to assume approximately 2% growth in assessed valuation for budgeting purposes when forecasting
revenues. General Fund expenditures and encumbrances are classified by the functions of public safety,
health and human services, land use and environment, community services, finance and general government
and other. Increases in the aggregate appropriations based on actual or anticipated increases in available
financing can be made after the annual budget has been adopted upon approval by the County Board. The
County receives a significant amount of its revenues from the State. Accordingly, the County is dependent
upon the State budget and payments made or appropriated by the State to the County for various programs.
See “State of California Budget and Supplemental Financial Information”.

County Budget

The Fiscal Year 2019-20 Adopted County Budget was approved by the County Board on
September 16, 2019. The total governmental funds budget, inclusive of the approximately $1.87 billion
General Fund budget, for the Fiscal Year 2019-20 Adopted County Budget, is approximately $3.37 billion
and funds permanent staffing of 8,053 positions. The Fiscal Year 2019-20 Adopted County Budget is
subject to certain additional expenditures and the County may receive less revenues than it budgeted as a
result of the COVID-19 pandemic. See “~ COVID-19 and Potential Impact on County Finances.”

The Fiscal Year 2020-21 Temporary County Budget is expected to be submitted to the County
Board on June 23, 2020. In accordance with County budgetary procedures, the Fiscal Year 2020-21
Temporary County Budget will be based on estimates from the Fiscal Year 2019-20 Adjusted County
Budget (which is the Fiscal Year 2019-20 Adopted County Budget as subsequently adjusted) without
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including capital expenditures or accounting for reserves or any reductions in expenditures. The County’s
Fiscal Year 2020-21 Temporary Recommended Budget will not reflect any impact of the COVID-19
pandemic. Formal budget hearings are expected begin on September 14, 2020, after which the County will
adopt its Fiscal Year 2020-21 Budget (the “Fiscal Year 2020-21 Adopted Budget™). The County’s Fiscal
Year 2020-21 Adopted Budget will be subject to certain additional expenditures and the County may
receive less revenues as a result of the COVID-19 pandemic. See “~ COVID-19 and Potential Impact on
County Finances.”

The following Table 1 sets forth the County’s adopted budget for the General Fund for Fiscal Years
2017-18, 2018-19 and 2019-20.

TABLE 1
COUNTY OF FRESNO
GENERAL FUND ANNUAL BUDGETS
Fiscal Years Ended June 30, 2018 through 2020
($ in Thousands)

Adopted Adopted Adopted
2017-18 2018-19 2019-20
Budget Budget Budget
REQUIREMENTS:
General Government $ 120,873 $ 93,932 $ 111,243
Public Protection 429,790 483,926 516,436
Public Ways and Facilities 3,400 3,321 3,973
Health and Sanitation 358,195 372,742 452,154
Public Assistance 692,074 708,033 744,080
Education 356 361 361
Recreation and Cultural 3,592 4,532 4511
Contingencies & Reserves 17,985 18,976 39,000
TOTAL REQUIREMENTS $1.626.195 $1.685,823 $1.871,758
AVAILABLE FUNDS:
Fund Balance Available $ 73,127 $ 50,000 $ 83,038
Taxes® 253,395 264,213 275,571
Licenses, Permits & Franchise 11,817 11,866 10,733
Fines, Forfeits, & Penalties 6,124 5,757 6,014
Use of Money & Property 2,776 2,801 2,956
Aid From Other Govt. Agencies 212,852 234,629 263,851
Charges for Current Services 47,240 49,360 51,990
Other Revenues (Other Financing Sources) 982,117 1,028,686 1,137,163
Miscellaneous Revenues 7,628 8,566 8,731
Intrafund Revenue 29,119 29,945 31,711
TOTAL AVAILABLE FUNDS $1,626,195 $1,685,823 $1,871,758

Source: County of Fresno.
@ Includes sales and use taxes, ad valorem taxes and other taxes.
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Financial Statements

The following Table 2 sets forth the County’s Statement of General Fund Revenues, Expenditures
and Changes in Fund Balances for Fiscal Years 2015-16 through 2018-19.

TABLE 2
COUNTY OF FRESNO
STATEMENT OF GENERAL FUND REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES
Fiscal Years Ended June 30, 2016 through 2019
($ in thousands)

June 30, 2016 June 30, 2017 June 30, 2018 June 30, 2019

REVENUES
Taxes $ 248,704 $ 255,054 $ 271,442 $ 280,009
Licenses and Permits 8,158 8,097 10,503 13,143
Fines, Forfeits, and Penalties 5,901 4,868 5,480 5,339
Use of Money and Property 3,142 619 2,618 6,520
Aid from Other Governmental Agencies 154,475 201,009 244,584 198,554
Charges for Current Services 44,002 41,639 47,548 47,978
Other Revenues 11,759 13,654 15,659 9,107
Total Revenues $ 476,141 $ 524,940 $ 597.834 $ 560,650
EXPENDITURES:
General Government $ 40,860 $ 59,077 $ 42,741 $ 43,206
Public Ways and Facilities 1,464 2,025 2,006 2,406
Public Protection 340,582 359,408 383,305 431,489
Public Assistance, Health and Sanitation 831,826 853,430 930,656 901,629
Education 201 195 239 200
Culture and Recreational 2,688 2,898 4,453 2,998
Capital Outlay 6,475 7,036 6,036 46,072
Total Expenditures $.1,224,096 $.1,284,069 $_ 1,369,436 $1,428,000
Excess (Deficit) of Revenues Over/
(Under) Expenditures $ (747,955) $ (759,129) $  (771,602) $(867,350)
OTHER FINANCING SOURCES (USES):
Proceeds from sale of capital assets 16 248 227 121
Transfers In® $ 784,822 826,820 $ 900,364 $ 939,515
Transfers Out® (66,357) (56,670) (107,456) (67,399)
Total Other Financing Sources (Uses) $ 718481 $ 770,398 $ 793,135 $ 871,237
Net Change in Fund Balances $ 29,474 $ 11,269 $ 21,533 $ 3,887
Fund Balance — Beginning $ 190,533 $ 200,171 $ 211,440 $ 205,617
Prior Period Adjustment 39,112 - (27,356)® $ (5,386)
Fund Balance — Ending $ 200,171 $ 211,440 $ 205,617 $ 204,118

Sources: County of Fresno Audited Financial Statements for Fiscal Years 2015-16 through 2018-19.
@ Transfers are comprised principally of transfers between the General and Special Revenue funds and are related to State/Local
Program Realignment, Vehicle License Fees, State and federal grants, and other appropriations to debt service transfers to pay

principal and interest payments on lease revenue bonds and pension obligation bonds.

@ For the Fiscal Year ended June 30, 2018, Prior Period Adjustment reflects primarily the reclassification of loans incurred by
the County under the Housing Affordable Refinance Program and certain prepaid expenditures.
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The following Table 3 sets forth the County’s General Fund Balance Sheets for Fiscal Years 2014-

15 through 2018-19.

TABLE 3

COUNTY OF FRESNO

GENERAL FUND BALANCE SHEETS

Fiscal Years Ended June 30, 2015 through 2019

($ in thousands)

ASSETS & DEFFERED OUTFLOWS OF RESOURCES

Assets:
Cash and Investments
Restricted cash and investments
Receivables:
Taxes
Accounts (Net of Allowance for Uncollectible)
Interest
Loans
Due from other Funds
Due from other Governmental Units
Advances to other Funds
Inventory of Supplies
Total Assets

Deferred Outflows of Resources:
Prepaid Expenses
Total Deferred Outflows of Resources

Total Assets and Deferred Outflows of Resources

LIABILITIES, DEFFERED INFLOWS OF RESOURCES
AND FUND BALANCES

Liabilities:
Accrued Liabilities
Salaries and Benefits Payable
Due to other Governmental Units
Due to other Funds
Deposits and other Liabilities
Unearned Revenue

Total Liabilities

Deferred Inflows of Resources:
Unavailable property taxes
Unavailable HARP Loan
Other unavailable
Total deferred inflows of resources
Table continued on next page.

2015 2016 2017 2018 2019
$238,173 $198,173  $182,565  $118,786  $119,007
- - 17,842 21,775 17,727
31,379 28,577 33,874 33,999 30,228
45,346 46,243 42,425 82,652 15,943
931 542 871 1,065 886
39,112 43,974 46,042 48,280 46,434
489 360 355 38,709 59,866
1,040 - 881 21,941 67,454
295 118 136 414 383
3738 2,894 3,146 3,146 -
$360,503 $320,881  $328137  $370,767  $357.928
- - - $12792 $ 12858
- - - $12792 $.12858
$360.503 $320,881 $328.137  $383559  $370.786
$ 43,158 $ 44299  $ 44434  $ 68479  $ 58,679
36,482 19,916 22,524 24,788 26,567
1,765 623 - - 114
5,323 5,848 6,845 8,756 9,927
44 43 41 42 43
- 256 2,382 2,953 111
$ 86,772 $ 70985 $ 76226  $105018  $ 95441
$ 29,978 $ 28,287  $ 29,293  $ 29644 $ 29,793
39,112 - - 43,280 41,434
14,108 21,438 11,178 - -
$ 83,198 $ 49725  $ 40471  $72924  $ 71,227
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Table continued from prior page.

2015 2016 2018 2019

Fund Balances:
Nonspendable $ 43,092 $ 47,208 $ 8971 $ 5,840
Restricted 4,985 9,398 7,869 6,205
Committed 18,724 21,024 64,410 91,380
Assigned 77,493 83,021 -- --
Unassigned 46,239 39,520 124,367 100,693
Total Fund Balances $190,533 $200,171 $211,440 $205,617 $204,118

Total Liabilities, Deferred Inflows of Resources and Fund

Balances

Sources: County of Fresno Audited Financial Statements for Fiscal Years 2014-15 through 2018-19.
Major Revenues

The County derives its revenues from a variety of sources including ad valorem property taxes,
sales and use taxes, licenses, permits and franchises issued by the County, use of County property and
money, aid from other governmental agencies, charges for services provided by the County and other
miscellaneous sources. The following Table 4 sets forth the revenue sources for the County’s General Fund
for the Fiscal Year ended June 30, 2019.

TABLE 4
COUNTY OF FRESNO
ALLOCATION OF COUNTY GENERAL FUND REVENUES
Fiscal Year Ended June 30, 2019

Taxes 50.0%
Licenses, Permits and Franchises 2.3
Fines, Forfeitures and Penalties 1.0
Use of Property and Money 1.2
Aid from Other Governmental Agencies 35.4
Charges for Current Services 8.6
Other Revenues _ 15
Total 100.0%

Source: County of Fresno — Auditor-Controller/Treasurer-Tax Collector.
Intergovernmental Revenues

Intergovernmental Revenues, mostly in the form of State and federal grants and subventions, is the
County’s largest revenue source. A large amount of this revenue source also comes from the State in the
form of payment for services provided by the County for the State. See * — County Budget — General” and
“State of California Budget and Supplemental Financial Information — State Budget for Fiscal Year 2019-
20” herein.

From time to time, the State has realigned responsibility to the counties, including the County, for
other programs and expenditures that were previously funded and operated by the State. Although the
amount of State aid may vary from year to year, the County’s practice is to adjust expenditures to the
amount of revenues that are received from the State and for departments not to use County funds to pay for
these costs from the County’s General Fund or any of its other funds. Accordingly, the County does not
expect these realigned responsibilities to increase the County’s net costs because the State has provided
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funding. The last State realignment occurred in Fiscal Year 2010-11, when the State approved the Public
Safety Realignment Act, which transferred responsibility for housing and supervision of certain State prison
inmates and parolees as of October 1, 2011 from the California Department of Corrections and
Rehabilitation to counties, including the County. The County has limited its Public Safety Realignment Act
expenses to costs paid for or reimbursed by the State.

Expenditures

The County’s major expenditures are health, sanitation, public assistance and public protection.
See Appendix C - “County of Fresno General Purpose Financial Statements for the Fiscal Year ended June
30, 2019” attached to this Official Statement.

Reserves

The County’s practice is to make contributions to its General Reserve each year. From Fiscal Year
2010-11 to Fiscal Year 2016-17, the County made annual contributions to its General Reserve ranging
between $1.5 million and $2.3 million. For Fiscal Years 2017-18, 2018-19 and 2019-20, the County made
contributions of approximately $7 million, $7.9 million and $18 million, respectively, bringing the current
balance of its reserve fund to approximately $54 million. [To be updated.]

COVID-19 and Potential Impact on County Finances

The recent global outbreak of the novel coronavirus COVID-19 (“COVID-19”), a respiratory
disease declared to be a pandemic (the “Pandemic”) by the World Health Organization, is significantly
affecting the national capital markets and national economy and will negatively impact the County’s
operations and finances.

On March 4, 2020, the Governor declared a state of emergency to help the State prepare and
respond to the Pandemic. On March 19, 2020, the Governor issued, among other executive orders relating
to the Pandemic, a statewide order, Executive Order N-33-20 (the “Order”), directing all residents to heed
current State public health directives to stay home or at their place of residence, except as needed to
maintain continuity of operations of critical infrastructure sectors. The Order remains in place until further
notice from the State. The County’s operating procedures will be in accordance with the Order.

On March 13, 2020, the federal government declared a national emergency, allowing for federal
assistance to state and local governments. In response to the Pandemic, Congress enacted the Coronavirus
Aid, Relief, and Economic Security Act (the “CARES Act”), which was signed into law on March 27, 2020.
The CARES Act provides $150 billion in financial assistance to states, tribal governments and local
governments to provide emergency assistance to those most significantly impacted by COVID-19. Under
the CARES Act, local governments are eligible only for reimbursement of certain costs expended to address
the impacts of COVID-19. The County received approximately $81.6 million in funding pursuant to the
CARES Act.

Following the Order, the County implemented a temporary hiring freeze. Since the Order, all
essential County services have remained open while implementing recommended social distancing
procedures, and non-essential services have been closed. Each County department is currently developing
business continuity plans. The County has continued to maintain operations through work-from-home and
other arrangements. Although no assurance can be provided about future conditions, to date the County has
not experienced a material adverse impact on its operations for essential services or its business operations,
financial reporting systems and other internal controls and it does not expect for there to be a materially
adverse effect thereon as a result of such arrangements. The County does expect to continue teleworking
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and online meetings in the future, along with implementing social distancing procedures at the County’s
offices and buildings.

To date, the County has incurred approximately $5.5 million of unbudgeted expenses related to the
Pandemic in the current Fiscal Year 2019-20. The County expects these expenditures to be offset in part by
the $81.6 million in funding from the CARES Act and an additional $1.2 million in funding from the State
[Funding amount to be confirmed]. Retail businesses in the County have already been impacted by the
Pandemic. Retailer Forever 21, which operates a 185,000 square foot space in the County, has declared
bankruptcy. It is uncertain whether other major retailers in the County will cease operations.

The County does not anticipate making adjustments to the Fiscal Year 2019-20 Adopted County
Budget, with the exception of expenditures directly related to the Pandemic, but anticipates making
reductions in the Fiscal Year 2020-21 Adopted County Budget. The County expects a reduction in revenues
in Fiscal Year 2020-21 due to decreased sales tax revenues and property tax revenues and also expects an
increase in expenditures, particularly in public health, social services and behavioral health, in order to
address the impacts of the Pandemic. See “ — County Budget.” The County expects that full financial
impact of the Pandemic on the County’s finances will likely be realized in Fiscal Year 2020-21. The County
cannot predict the extent or duration of the Pandemic or what ultimate impact it may have on the County’s
financial condition and operations but it may be material.

The County does not anticipate that the Pandemic, and the actions taken by the County in response
thereto, will have a materially adverse effect on its ability to pay debt service on any of its outstanding
financial obligations or otherwise cause the County to default on any material contractual or financial
obligation.

Capital Projects

The County finances capital improvements from a variety of sources, including State and federal
funds and proceeds of debt issuances. The following are some of the current and recent significant capital
projects funded by the County.

West Annex Jail. Construction on the West Annex Jail began in January, 2018. The project is
funded by $79.2 million from the California Board of State and Community Corrections (Senate Bill 1022)
and $22.6 million from the County. The West Annex Jail is being built to replace the 499-bed South Annex
Jail. The West Annex Jail will be a 300-bed facility focusing on the mental health needs and
programs/services for the jail population. The new facility will include a day reporting center, medical
treatment areas, laundry and storage facilities, increased programming and exercise areas, contact and non-
contact visitation areas and will be linked with the existing detention facilities underground tunnel system.
The anticipated completion date for the new facility is Spring 2021 and occupancy is expected within three
months after completion.

Sheriff Area Two Substation. In October 2018, the County Board approved the purchase of land
in the southeast area of the County for the development and construction of a new Sheriff’s substation. The
new substation will serve as the Area Two Headquarters for all patrol operations in the metropolitan area.
The project is estimated to cost $17.5 million, which will be funded by County sources. The anticipated
completion date for this project is the Summer 2021.

County Regional Environmental Compliance Center. In December 2018, the County Board
approved the County’s purchase of a vacant industrial 2.67-acre lot in the southwest are of the County for
the development and construction of a new regional Environmental Compliance Center. The new facility
will include household hazardous waste collection operations which will be relocated from the County’s
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American Avenue Disposal Site. Construction documents and drawing phase are in progress. This project
is estimated to be completed in Spring 2021.

New Emergency Communications Center. In June 2019, the County Board approved a 20-year
lease-purchase agreement of approximately 12,552 square feet (initial occupancy to be approximately
10,047 square feet) of office space to be improved by the County and additional space for parking.
A substantial portion of the leased premises will be subleased to the County’s exclusive emergency
ambulance service provider for use as an emergency communications center. The County’s improvements
are estimated to cost $4.7 million, and this project is expected to be completed in December 2020.

Rowell Building. In July 2019, the County Board approved a 20-year lease-purchase agreement
relating to the Rowell Building in downtown Fresno for the District Attorney’s use. The refurbished 70,495
square foot building and parking will allow the District Attorney to relocate 250 staff members from other
County-owned and leased facilities. This project, including County tenant improvements, is estimated to
be completed in Fall 2020.

Animal Control Facility. In July 2019, the County Board approved the County’s purchase of vacant
industrial land in the County for the development and construction of a new animal shelter. The project is
estimated to cost $7.5 million, which will be funded by County sources. This project is estimated to be
completed in February 2021.

Ad Valorem Property Taxes

General. The County levies ad valorem property taxes on behalf of taxing agencies in the County
for each fiscal year on taxable real and personal property which is situated in the County as of the preceding
January 1. Upon a change in ownership of property or completion of new construction, State law permits
an accelerated recognition of changes in real property assessed valuation (known as a “floating lien date”)
and consequent changes in taxation. In such instances, the property is reassessed and a supplemental tax
bill is sent to the new owner based on the new value prorated for the balance of the tax year. For assessment
and collection purposes, property is classified either as “secured” or “unsecured” and is listed accordingly
on separate assessment rolls. The secured roll includes property assessed by the State Board of Equalization
(property owned by public utilities, canals, pipelines within two or more counties and certain electric
cogeneration facilities), real property owned by an assessee, and personal property owned by an assessee
of real property and located on that real property or, at the taxpayer’s request, located elsewhere if the
assessor determines that the assessee’s real property is adequate security for payment of the personal
property taxes. The unsecured roll includes all taxable property that is not assessed on the secured roll.
Typical unsecured roll assessments are for personal property not located on the assessee’s land.

The tax rate is 1% of the full cash value of the taxable property. The assessor must reassess property
upon a change in ownership or new construction. The assessor may increase the full cash value by no more
than 2% each year to reflect inflation. The assessor may decrease the full cash value (a) to reflect reductions
in the consumer price index or comparable local data for the area under taxing jurisdiction, (b) to reflect
substantial damage, destruction or (c) other factors causing a decline in value. See “Constitutional and
Statutory Limitations on Taxes, Revenues and Appropriations — Article X111 D” in the forepart of this
Official Statement.

The taxes collected are allocated on the basis of a formula established by State law enacted in 1979.
Under this formula, the County and all other taxing entities receive a base year allocation plus an allocation
on the basis of “situs” change in assessed value (new construction, change of ownership, inflation) pro-
rated among the jurisdictions which serve the tax rate areas within which the change occurs. Tax rate areas
are a group of entities that share the taxes of the particular area.

A-8

3447872.13 044216 OS



In addition to property taxes and assessments of the County, the County levies and collects
additional approved property taxes and assessments on behalf of any taxing agency within the County.
Property taxes on the secured roll are payable in two installments which are due on November 1 and
February 1. If unpaid, such taxes become delinquent after 5:00 p.m. on December 10 and April 10,
respectively, and a ten percent penalty attaches. A ten dollar cost also applies to all delinquent taxes after
the second installment. Property on the secured roll with unpaid delinquent taxes is declared tax-defaulted
after 5:00 p.m. on June 30. Such property may thereafter be redeemed by payment of the delinquent taxes,
the ten percent delinquency penalty, the ten dollar cost, a redemption fee, and redemption penalty of one
and one-half percent per month starting July 1 and continuing until the end of redemption. If taxes remain
unpaid five years or three years in the case of nonresidential commercial property after the property
becomes tax-defaulted, the Auditor-Controller/Treasurer-Tax Collector may sell the property at a tax sale.
Before the sale, State law requires that the Auditor-Controller/Treasurer-Tax Collector send notices to the
affected taxpayer and publish such notices. This process requires approximately 120 days. Generally, the
Auditor-Controller/Treasurer-Tax Collector conducts a tax sale each March. The minimum bid for each
property is the defaulted taxes, penalties and costs. If the Auditor-Controller/Treasurer-Tax Collector
receives no bids at the minimum bid amount, the County Board may authorize the Auditor-
Controller/Treasurer-Tax Collector to offer the property for sale at the same or subsequent tax sale for less
than defaulted taxes, penalties and costs.

Property taxes on the unsecured roll are due as of the January 1 lien date and become delinquent,
if unpaid, on August 31. A ten percent penalty attaches to delinquent taxes on property on the unsecured
roll and an additional penalty of one and one-half percent per month begins to accrue on November 1. The
taxing authority has four ways of collecting unsecured personal property taxes: (1) a civil action against the
taxpayer in certain limited circumstances; (2) filing a certificate in the office of the County Recorder’s
Office specifying certain facts in order to obtain a judgment lien on property of the taxpayer; (3) filing a
certificate of delinquency for recordation in the County Recorder’s office in order to obtain a lien on certain
property of the taxpayer; and (4) seizure and sale of personal property, improvements or possessory interests
belonging or assessed to the taxpayer.

Proposition 8, which was passed in November 1978, amended Proposition 13 to allow assessed
values to reflect declines in value. See “Constitutional and Statutory Limitations on Taxes, Revenues and
Appropriations” in the forepart of this Official Statement. As a result, the County Assessor may determine
that a property’s fair market value is less than the base year value plus inflationary adjustment and enroll
the property, as of January 1, at that lower amount. The County Assessor may initiate the Proposition 8
reduction process without a request from a property owner. Property owners may file an assessment appeal
to challenge the determined value. Although the values of many properties may suffer a significant decline
during a recession, not all may qualify for a reduction under Proposition 8. The current fair market value
of such property must fall below the base year value plus inflationary adjustment before it will affect the
assessed value. If the fair market value of the property increases above its base year value plus inflationary
adjustment, the County Assessor will re-enroll the property at the value of its base year value plus
inflationary adjustment. As of April 1, 2020, the County Assessor has enrolled approximately 36,000
taxable properties within the County at the reduced fair market value for Fiscal Year 2019-20.

As of April 30, 2020, the County projected property tax revenues for Fiscal Year 2019-20 to total
approximately $1.09 billion, which reflects an increase of $52 million from Fiscal Year 2018-19. The
increase is attributable to growth in assessed value. The County projects that $103 million of the $1.07
billion property tax revenues will be attributable to secured property tax revenues for the County’s General
Fund. The aggregate assessed valuation of taxable properties within the County for Fiscal Year 2019-20 of
$86.79 billion reflects an increase of approximately $4.39 billion, or 5.3%, from Fiscal Year 2018-19. The
County cannot predict the effect the COVID-19 pandemic will have on the real estate market or assessed
values in the county. The full impact will likely not be recognized on the County’s tax rolls until Fiscal
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Year 2021-22 and the County expects that assessed values in the County will decrease in Fiscal Year 2021-
22. See “Financial and Economic Information — COVID-19 and Potential Impact on County Finances”.

Supplemental property taxes are assessed when there is a change in the assessed valuation of
property after the property tax bill for that year has been issued. Supplemental property tax revenues
increase when property values increase and sales activity is high. Receipts of supplemental property taxes
for the County and other taxing agencies within the County were approximately $26.2 million in Fiscal
Year 2018-19 and expected to be approximately $27 million in Fiscal Year 2019-20.

The delinquency rate on property tax payments is approximately 0.65% higher than last year and
incoming mail payments have decreased significantly compared to the prior year. [To be confirmed.] The
County believes these reductions to be primarily related to the impact of the Pandemic. On May 6, 2020,
the Governor signed Executive Order N-61-20 (the “Executive Order N-61-20") which, among other things,
permits county tax collectors to cancel penalties, costs, and interest for property taxes not timely paid on
certain properties until May 2021. The Executive Order provides that in order to be eligible for relief, the
taxes owed must not have been delinquent prior to March 4, 2020, the taxpayer must timely file a claim for
relief in a manner prescribed by the county tax collector, and the taxpayer must demonstrate that it has
suffered economic hardship or was otherwise unable to tender timely payment due to the Pandemic or any
governmental response to the Pandemic. Approximately seventy-five waivers have been received that
identify the Pandemic as the reason property tax payments could not be made on time and the County
intends to cancel any penalties, costs, or interest on property taxes as appropriate in accordance with the
Executive Order N-61-20. The County expects the Pandemic to have a greater effect on property tax
collections in Fiscal Year 2020-21 but cannot presently predict the magnitude of such effect. See “Financial
and Economic Information — COVID-19 and Potential Impact on County Finances”.

The following Table 5 sets forth certain information regarding County property tax levies and
collections, including taxes levied and collected on behalf of all taxing agencies in the County from Fiscal
Years 2015-16 through 2019-20.

TABLE 5
COUNTY OF FRESNO
SUMMARY OF TAX LEVIES AND COLLECTIONS
Fiscal Years 2015-16 through 2019-20
($ in thousands)

Total Tax
Collection Outstanding Ratio of
Secured Unsecured Total through Delinquent Delinquency
Fiscal Year Tax Charge Tax Charge Tax Levy June 30 Taxes to Tax Levy
2015-16 $ 839,524 $41,729 $ 881,253 $ 866,767 $14,487 1.64%
2016-17 879,820 45,719 925,539 908,284 17,254 1.86
2017-18 950,394 44,286 994,680 979,011 15,669 1.58
2018-19 1,008,351 46,957 1,055,308 1,037,930 17,279 1.64
2019-20® 1,068,014 50,937 1,118,951 1,090,398 28,553 2.55

Source: County of Fresno — Auditor-Controller/Treasurer-Tax Collector.
(@ Estimated.

The following Table 6 sets forth the County’s Assessed Valuation for Fiscal Years 2015-16 through
2019-20.
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TABLE 6
COUNTY OF FRESNO
ASSESSED VALUATION
Fiscal Years 2015-16 through 2019-20
($ in thousands)

Fiscal Year Secured Unsecured Total Assessed Value
2015-16 $67,898,181 $3,190,135 $71,088,316
2016-17 71,057,076 3,376,707 74,433,783
2017-18 74,950,077 3,432,862 78,382,939
2018-19 78,876,831 3,519,686 82,396,517
2019-20 83,267,031 3,520,780 86,787,811

Source: County of Fresno — Auditor-Controller/Treasurer-Tax Collector.

ERAF Shift. As part of the Fiscal Year 1992-93 State budget resolution, the State required counties,
cities and special districts to shift ad valorem property tax revenues to school districts by contributing to
the State’s Education Revenue Augmentation Fund (“ERAF”) in lieu of direct payments by the State to
school districts from the State’s General Fund. This transfer is commonly referred to as the “ERAF” shift.
The manner in which the shift of ad valorem property taxes has occurred has varied year by year. During
Fiscal Year ended June 30, 2019, these tax collections are estimated to have been allocated approximately
13% to cities, 12% to special districts and 62% to school districts within the County and approximately
13% to the County. See “State of California Budget and Supplemental Financial Information - Fiscal Year
2019-20 State Budget” herein.

Largest Taxpayers. The following Table 7 is a list of the ten largest property taxpayers in the
County by total taxes assessed for Fiscal Year ending June 30, 2019.

A-11

3447872.13 044216 OS



TABLE 7
COUNTY OF FRESNO
TEN LARGEST PROPERTY TAXPAYERS BY TOTAL TAXES ASSESSED
Fiscal Year 2018-19

Taxpayer® Type of Business Amount of Tax
Pacific Gas & Electric Co.? Utility $35,998,426
Southern California Edison Co. Utility 7,619,821
Chevron USA INC Petroleum 2,921,402
Panoche Energy Center, LLC Utility 2,732,179
Gallo E & J Winery Winery 2,493,512
Aera Energy LLC Utility 2,207,485
GAP Inc. Distribution 1,919,114
Macerich Fresno Limited Partnership Real Estate 1,763,148
Pacific Bell Telephone Company Utility 1,640,667
RPI Fig Garden LP Real Estate 1,390,216

Source: County of Fresno, Auditor-Controller/Treasurer-Tax Collector.

@ Al the listed properties are on the secured tax roll.

@ pacific Gas & Electric Co. (“PG&E”), the County’s largest payor of property taxes, filed for bankruptcy in January 2019. Since
its bankruptcy filing, PG&E has paid property taxes when due. The County provides no assurance that PG&E will pay any
future installment of its property taxes.

Employees and Labor Relations

The following Table 8 sets forth the County’s number of authorized employees for Fiscal Years
2015-16 through 2019-20. Some employees are hired by the County under various federally funded
programs.

TABLE 8
COUNTY OF FRESNO
PERMANENT EMPLOYEES

Fiscal Years 2015-16 through 2019-20%
Fiscal Year Authorized Employees

2015-16 7,375

2016-17 7,494

2017-18 7,586

2018-19 7,809

2019-20 8,053

Source: County of Fresno.
@ Amounts represent number of authorized positions as of the adoption of
the County’s budget for the respective fiscal year.

Approximately 87% of the County’s permanent employees are represented by one of 22 bargaining
units. The represented County employees consist of 20% office and clerical workers, 9% technical service
workers, 3% maintenance workers and 68% paraprofessionals, professionals, protective service employees
and skilled craft workers.

The County has labor agreements contract with 21 of its 22 bargaining groups. The County is
presently negotiating new labor agreements with Bargaining Unit 1 (FDSA) and Bargaining Units 3, 4, 12,
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22 and 36, represented by SEIU. It is expected that negotiations with the remaining bargaining groups will
follow these negotiations. Itis unknown whether an agreement will be reached with any of these bargaining
groups prior to the end of their current MOUSs. The terms of existing MOUSs will continue until either a new

agreement is entered into or new terms are imposed if the parties exhaust impasse procedures.

TABLE 9
COUNTY OF FRESNO
BARGAINING UNITS

Unit
Number Bargaining Unit
1 Fresno Deputy Sheriffs Association: Law Enforcement Personnel
2 Fresno County Public Safety Association: Sheriff’s & Probation Personnel
3 Service Employees International Union — Local 521:Mental Health Professionals &

Social Workers

4 Service Employees International Union — Local 521: Eligibility Workers

7 California Nurses Association Nurses

10 Fresno County District Attorney Investigators Association: District Attorney
Investigators

11 Fresno County Deputy Probation Officers Association: Deputy Probation Officers

12 Service Employees International Union — Local 521:
Clerical, Paramedical, Building & Service Employees
13 Stationary Engineers — Local 39 International Union of Operating Engineers:
Crafts and Trades
14 Fresno Sheriff’s Sergeants Association: Supervisory Peace Officers
19 Professional Association of Employees: Professional Employees
22 Service Employees International Union — Local 521:
Professional, Para-Professional & Technical Employees
25 Association of Engineering Technicians: Engineering Technicians
30 Fresno County Prosecutors Association: Deputy District Attorneys
31 Professional Association County Employees: Public Defenders
35 Sheriff’s Department & Correctional Lieutenants Association:
Sheriff’s & Correctional Lieutenants
36 Service Employees International Union — Local 521: Supervisory Employees
37 Fresno Sheriff’s Correctional Sergeants Association: Correctional Sergeants
38 Fresno County Sheriff’s Captain Association: Sheriff’s Captains
39 Stationary Engineers — Local 39 International Union of Operating Engineers:
Operating Engineers
42 Association of County Engineers: Engineers
43 Stationary Engineers — Local 39 International Union of Operating Engineers:

Computer Employees

Source: County of Fresno.

Information Technology

MOU

Expiration Date
July 12, 2020
October 18, 2020
July 26, 2020

July 26, 2020
November 1, 2020
November 1, 2020

February 20, 2022
July 26, 2020

November 1, 2020

July 12, 2020
October 5, 2020
July 26, 2020

March 22, 2020
June 27, 2021
December 12, 2021
July 12, 2020

July 26, 2020
January 24, 2021
July 12, 2020
November 1, 2020

November 13, 2022
September 20, 2020

The County relies on a complex technology environment to conduct its operations. As a recipient

and provider of personal, private and sensitive information, the County and its departments face multiple
cyber threats including, but not limited to, hacking, viruses, malware and other attacks on computers and
other sensitive digital networks and systems.

The County has established an Information Technology and Telecommunications Security Policy
and other internal information services policies in order to address cybersecurity risks. The County conducts
annual security awareness training for all County employees as well as conducting simulated phishing
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attacks periodically. The County contracts with a third party to regularly identify possible vulnerabilities in
the County’s network and for weekly service scans that identifies vulnerabilities in its network. Internally,
County staff use a variety of monitoring and scanning tools to monitor the County’s network. The County
employs a variety of software, multi-factor authentication processes, and other tools to protect its servers
and workstations and to detect suspicious activity on its network. The County Sheriff’s Office has its own
information technology services. It expects to engage the California State Cybersecurity Team and
Department of Homeland Security Cybersecurity and Infrastructure Security Agency for both internal and
external vulnerability scanning.

In 2019, County employees received a number of phishing emails in two separate incidents. Neither
of these incidents resulted in a breach or loss of data or any monetary liability. In addition, five incidents
occurred in the past twelve months where outside parties attempted to impersonate County employees in
order to gain information or access to the County’s network. In January 2020, a County user’s internet
browser was remotely hijacked during use. The affected computer was taken offline and the offending
domain was blacklisted in the County’s firewall. There were no breaches or loss of data associated with
these incidents and no monetary liability was incurred by the County. Following these incidents, the County
installed significant protections at all of its workstations and continues to monitor for suspicious email
activity.

In November 2019, the County Sheriff’s Office experienced a ransomware attack via email. No
data was breached or lost, but certain files were encrypted by the ransomware. Once identified, the
malicious email was quarantined and the workstations of affected users were removed from the network.
Shared files that the affected users had access to were taken offline and restored from backups prior to the
attack. A security patch addressed the vulnerability. The County Sheriff’s Office modified its internal
protections for automatically quarantining email attachments and is in the process of adding several advance
threat protection options to its enterprise licensing agreement. There was no direct monetary loss related to
the incident, other than lost productivity during mitigation efforts.

No assurances can be given that the County’s security and operational control measures will be
successful in guarding against any and each cyber threat and attack. The results of any attack on the
County’s computer and information technology systems could impact its operations and damage the
County’s digital networks and systems, and the costs of remedying any such damage could be substantial.

Medical Services

The provision of health care within the County has been impacted by federal and State legislation.
In 2010, Congress passed the Patient Protection and Affordable Care Act and the Health Care and Education
Reconciliation Act of 2010 (collectively, the “Affordable Care Act”). In connection therewith, the State
expanded health care coverage through the California Medical Assistance Program (“Medi-Cal”) and
provides subsidized health insurance through the State’s health insurance marketplace (“Covered
California”). In June 2013, the State Legislature enacted Assembly Bill 85 (2013) (“AB 85”). AB 85
modifies distributions from the State’s 1991 Realignment Local Revenue Fund. Pursuant to AB 85, a
portion of the savings that counties obtain through the implementation of healthcare reform is redirected to
the State.

AB 85 permits counties in California to choose between two health care realignment formulas. On
January 14, 2014, the County Board adopted a resolution to select the “cost savings formula” because it
expects that the County will receive larger health care funding with this selected formula. Under AB 85,
the County is required to redirect certain amounts to the State each year. The County was required to redirect
approximately $15.7 million for Fiscal Year 2017-18, $15.7 million for Fiscal Year 2018-19 and
approximately $16.1 million for Fiscal Year 2019-20. Pursuant to the Governor’s May Revision, the County
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will be required to redirect approximately $[16.1] million to the State for Fiscal Year 2020-21. [To be
confirmed after May Revision.]

The County’s updated eligibility criteria for its Medically Indigent Services Program (“MISP”)
became effective December 1, 2014. The updated criteria exclude undocumented persons from obtaining
coverage and requires MISP applicants to exhaust other health care resources (e.g., Medi-Cal, Covered
California, etc.) absent a showing of good cause.

In December 2014, for the purpose of discharging the County’s statutory indigent care obligations,
the County entered into a fee for service medical agreement (a “Fee for Service Medical Agreement”) with
Fresno Community Hospital and Medical Center, doing business as Community Medical Centers (“CMC”)
and a Fee for Service Medical Agreement with the Central California Faculty Medical Group. Under the
Fee for Service Medical Agreements, CMC and Central California Faculty Medical Group serve as
providers of medical services for purposes of discharging the County’s statutory obligations to provide
indigent medical care. Effective May 16, 2015, the Central California Faculty Medical Group assigned the
agreement to University Faculty Associates, Inc.

Defined Benefit Retirement Program

General. The following information concerning the Fresno County Employees’ Retirement
Association (the “Association”) has been excerpted from publicly available sources, which the County
believes to be reliable, or otherwise obtained from the Association. Neither the assets of the County’s
pension plan held with the Association nor any other assets of the Association secure or are available to
pay principal of or interest on the Notes or on any obligations of the County or any other Participating
Employers (defined herein) who are members of the Association. The Association issues publicly available
reports, including its financial statements, required supplementary information and actuarial valuations for
the herein described defined benefit retirement program (the “System”). The reports are available on the
Association’s website: http://fresnocountyretirement.org/. Information on such site is not incorporated
herein by reference. The County has not reviewed such reports for completeness or accuracy and makes no
representations in connection therewith.

The Association was established on January 1, 1945 under provisions of the County Employees
Retirement Law of 1937 (the “1937 Act”) to provide for defined benefit pension benefits, including
retirement, disability, death and survivor benefits, for substantially all full-time employees and permanent
part-time employees who work 50% or more for the County and other Participating Employers (herein
defined) who are members of the Association. As used in this section, “ — Defined Benefit Retirement
Program,” the term “employees” refers to the portion of employees of the County and other Participating
Employers who are members of the Association.

The Association is a cost-sharing multiple-employer plan. In addition to the County, the employers
participating in the Association are the following governmental agencies: Fresno-Madera Area Agency on
Aging, the Clovis Veterans Memorial District, the Fresno Mosquito and Vector Control District, and the
Superior Court of California, County of Fresno (collectively, the “Participating Employers”). The
Association is not considered a component unit of the County in the County’s audited financial statements.
The Association is a legally separate entity with a separate governing board (the “Board of Retirement”).
The Association is governed by a nine-member Board of Retirement. The Board of Retirement consist of
the Auditor-Controller/Treasurer-Tax Collector, who is a publicly-elected official, two general members of
the Association, who are employees of a Participating Employer, elected by the general members in an
active member election, one safety member of the Association, who is an employee of a Participating
Employer, elected by the safety members in an active member election, one retired member of the
Association elected by the retired members in a retired member election, four members who are appointed
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by the County Board who are qualified electors of the County but are not connected with County
government in any capacity except that one member may be a County Supervisor. In addition, one alternate
member of the Board of Retirement is an elected retired member, elected by the retired members in a
separate retired member election, and one alternate member may be an elected safety member (who is an
employee of a Participating Employer) under certain conditions (which conditions do not presently exist).
Pursuant to the State Constitution, the members of the Board of Retirement are to discharge their duties
with respect to the System solely in the interest of, and for the exclusive purposes of providing benefits to,
participants and their beneficiaries, minimizing employer contributions thereto, and defraying reasonable
expenses of administering the System. The Board of Retirement’s duty to its participants and their
beneficiaries shall take precedence over any other duty, including any duty to the County.

Information contained in this section “ — Defined Benefit Retirement Program,” regarding the
Association was obtained from, or otherwise relates to, the Association’s Actuarial Experience Study,
Analysis of Actuarial Experience During the Period July 1, 2015 through June 30, 2018, dated April 9,
2019 (the “2018 Experience Study™), the Association’s Actuarial Valuation and Review as of June 30,
2019, dated December 6, 2019 (the “2019 Actuarial Valuation™), the Association’s Comprehensive Annual
Financial Report for the Fiscal Year ended June 30, 2019, dated December 18, 2019 (the “Association 2019
CAFR”), the Association’s Governmental Accounting Standards 67 Actuarial Valuation as of June 30,
2019, dated November 4, 2019 (the “2019 GAS 67 Actuarial Valuation”), and the Association’s
Governmental Accounting Standards 68 Actuarial Valuation Based on June 30, 2019 Measurement Date
for Employer Reporting as of June 30, 2020 (the “2020 GAS 68 Actuarial Valuation”), which reports are
the most recent analysis of actuarial experience, actuarial valuation and comprehensive annual financial
report available to the County as of the date of this Official Statement. The County has not obtained any
updates to such reports since their respective dates.

The information contained in this section “— Defined Benefit Retirement Program,” relies on
information produced by the Association, independent accountants, and The Segal Company, the
Association’s current actuarial consultant (the “Association’s Actuarial Consultant™). The Association’s
Actuarial Consultant has prepared the Association’s annual actuarial reports for the years ended June 30,
2009 through June 30, 2019. The actuarial assessments in such actuarial reports contain “forward looking”
information that reflects the judgment of the Association and the Association’s Actuarial Consultant. Those
actuarial assessments are based upon a variety of assumptions, one or more of which may prove to be
inaccurate or be changed in the future, and will change with the future experience of the Association and
the Participating Employers.

Membership. The projected total compensation for employees of all Participating Employers
covered by the Association for the year ended June 30, 2019, the date of the most recent actuarial valuation
on behalf of the Association, was approximately $457,758,858. The following Table 10 sets forth the
Association’s membership on June 30, 2019.
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TABLE 10
FRESNO COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION
Membership as of June 30, 2019

Active Members 7,676
Inactive Vested Members 3,873
Service Retired Members 6,219
Disability Retired Members 417
Beneficiaries 1,015
Total Membership 19,200

Source: Fresno County Employees’ Retirement Association — Actuarial Valuation and Review as of June 30, 2019.

Retirement Tiers. The County has implemented five mandatory retirement tiers that include nine
pension plans for qualifying County employees who are members of the Association. The largest group of
qualifying County employees either are general members (3,070) or safety members (452), who are in a
member retirement tier known as the Tier 5 retirement benefit (“Tier 5”). The next largest group of
qualifying County employees either are general members (2,679) or safety members (435), who are in a
member retirement tier known as the Tier 1 retirement benefit (“Tier 1”). Tier 1 offers to certain general
members a retirement benefit that is approximately 2.5% of final compensation per year of service credit
at age 55 and a maximum retirement benefit of approximately 3.27% of final compensation per year of
service credit at age 60. Tier 1 offers to certain safety members a retirement benefit that is approximately
2.5% of final compensation per year of service credit at age 50 and a maximum retirement benefit of 3.275%
of final compensation per year of service credit at age 55. Compared to Tier 1, the Tier 2 retirement benefit
(“Tier 2”) has a lower average contribution rate for active general members and active safety members,
respectively. Tier 2 offers to certain general members a lower retirement benefit established at 2% of final
compensation per year of service credit at age 55 and a maximum retirement benefit of approximately
2.42% of final compensation per year of service credit at age 63. Tier 2 offers to certain safety members a
lower retirement benefit of approximately 2.29% of final compensation per year of service at age 50 and a
maximum retirement benefit of 3.0% of final compensation per year of service credit at age 55. Compared
to Tier 1, the third retirement tier (“Tier 3”) has a lower average contribution rate for active members. Tier
3 does not have any safety members. Tier 3 offers to certain general members a retirement benefit that
ranges from 2% at 55 to approximately 3.13% of final compensation per year of service credit at age 65.
Tier 3 retirement benefits are calculated using a three-year final average compensation. See Note 12 to the
County’s audited financial statements attached hereto as Appendix C — “County of Fresno General Purpose
Financial Statements for the Fiscal Year ended June 30, 2019”.

In March 2012, the County Board adopted a fourth retirement tier (“Tier 4”) for new employees of
the County who are hired, and elective officers of the County who commence services in their elective
offices, respectively, on or after June 11, 2012, and in either case, who thereafter would be new members
of the Association. Tier 4 offers to those general members a retirement benefit that ranges from 1.92% of
the three-year final average compensation per year of service credit at age 60 to 2.43% of the three-year
final average compensation per year of service credit at age 65. Tier 4 offers to those safety members a
retirement benefit that is 2.00% of three-year final average compensation per year of service credit at age
50 and approximately 2.62% of final compensation per year of service credit at age 55.

In addition, the County’s ordinance provides that employees of the County who are hired and
elective officers of the County who commence services in their elective offices on or after June 11, 2012
who are enrolled after such date as general members or safety members in Tier 4, or any later adopted
retirement tier, as adopted by resolution of the County Board, and the respective beneficiaries thereof, will
not receive cost of living adjustments (“COLA”) to certain retirement benefits under the 1937 Act; the
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relevant retirement benefits in the 1937 Act would be retirement allowances, optional death allowances, or
annual death allowances payable to or on account of any member; furthermore, such employees’ (including
such elective officers’) compensation under Tier 4 will be based upon the highest paid “three year final
average compensation,” as adopted by such resolution of the County Board, and as provided by the 1937
Act.

As a result of PEPRA (defined herein), the County has a fifth retirement tier (“Tier 57), effective
as of January 2013, which is mandatory for new employees, including elective officers, of the County who
are, generally, employed for the first time by any public employer on or after January 1, 2013 and who
become members of the Association. Tier 5 offers to those general members a retirement benefit that ranges
from 1.00% at age 52 to 2.50% at age 67. Tier 5 (Safety Option Plan Two) offers to those safety members
a retirement benefit that ranges from 2.00% at age 50 to 2.70% at age 57. Tier 5 retirement benefits are
calculated in accordance with PEPRA (defined herein) using a formula calculated from an eligible
employee’s 36 consecutive month final average compensation. Employees of the County who are subject
to PEPRA, and their respective beneficiaries, do not receive cost of living adjustments to retirement
allowances, optional death allowances, or annual death allowances payable to or on account of any member;
furthermore, for such employees, compensation under Tier 5 is based upon the highest paid average annual
compensation during a period of at least 36 consecutive months, as provided by PEPRA (defined herein).
See “ — California Public Employees’ Pension Retirement Act of 2013” herein.

California Public Employees’ Pension Reform Act of 2013 and Related Changes in State Law.
In September 2012, the Governor approved Assembly Bill 340, the California Public Employees’ Pension
Reform Act of 2013 (“PEPRA?”), which specified that certain provisions of the 1937 Act do not apply to
members who are subject to PEPRA because they were first employed on or after January 1, 2013. In
September 2013, the Governor approved Assembly Bill 1380 (2013), which amended various provisions
of the 1937 Act to coordinate and subordinate that law with PEPRA.

Since January 1, 2013, PEPRA has applied to all State and local public retirement systems and their
participating employers, including the Association and the County, respectively, except the University of
California and those charter cities and counties whose retirement systems are not governed by State statute.
The County and the Association have implemented PEPRA.

Among other things, PEPRA established new retirement formulas for new members of the
Association who are, generally, employed for the first time by any public employer on or after January 1,
2013 (“PEPRA Members”) and prohibits public employers from offering defined benefit formulas to
PEPRA Members that exceed the benefits authorizes under PEPRA. See “ — Retirement Tiers” herein. In
addition, PEPRA amended existing laws to redefine final compensation for purposes of pension benefits
(“Pensionable Compensation”) for PEPRA Members. PEPRA increased the retirement age for PEPRA
General Members and limits the annual pension benefit payouts for all PEPRA members.

PEPRA generally mandates equal sharing of normal costs between the County and PEPRA
Members employed thereby and that PEPRA Members pay at least 50% of normal costs and that employers
not pay any of the required employee contribution for PEPRA Members. According to the 2019 Actuarial
Valuation, effective Fiscal Year 2020-21, the average active member contribution rate for General Members
in Tier 5 is 7.30%, which amount is not age-graded and is a flat rate regardless of age of entry, and the
average active member contribution rate for Safety Members in Tier 5 is 11.96%, which amount is not age
graded and is a flat rate regardless of age of entry.
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Funding Practices of the Association

General. The 1937 Act requires the Association to commission an actuarial valuation at least every
three years. The Association’s practice has been to conduct an actuarial valuation (including a review of
economic assumptions) on an annual basis as of June 30 of each year, which is the end of the Association’s
fiscal year and to conduct a demographic experience study (i.e., review of non-economic actuarial
assumptions) every three years. The valuation must be completed by an enrolled actuary, covering the
mortality, service, and compensation experience of the members and beneficiaries, and must evaluate the
valuation assets and actuarially determined liabilities of the Association. The 1937 Act requires the Board
of Retirement, upon the basis of the investigation, valuation, and recommendation of the enrolled actuary,
to recommend to the Board of Supervisors at least 45 days prior to the beginning of the succeeding fiscal
year such changes in the rates of interest, in the rates of contributions of the County’s employee members,
and in County appropriations as necessary. Once the Board of Retirement recommends any such changes
the 1937 Act requires the Participating Employers (including the County) to implement such changes. The
Association’s Actuarial Consultant’s most recent actuarial valuation is as of June 30, 2019. The
Association’s Actuarial Consultant’s last actuarial experience study was completed in April 2019 for the
three-year period ending June 30, 2018. For the Association’s next actuarial experience study, a new 3-
year cycle will be used covering the three fiscal years ending June 30, 2019 through 2021.

Net Pension Liability. The Association became subject to the provisions of Governmental
Accounting Standards Board (“GASB”) Statement No. 67 (“GASB 67”), Financial Reporting for Pension
Plans, beginning with the fiscal year ended June 30, 2014. The Association’s Participating Employers,
including the County, became subject to the provisions of GASB Statement No. 68 (“GASB 68”),
Accounting and Financial Reporting for Pensions, beginning with the fiscal year ended June 30, 2015.
These accounting standards require governments to recognize their long-term obligation for pension
benefits as a liability on their balance sheets, and to recognize their annual pension expense as a
comprehensive measurement of the annual cost of pension benefits. These accounting standards also
expand note disclosures and required supplementary information in governments’ financial reporting with
respect to pension plans and their Participating Employers. These GASB rules define pension liability and
expense for financial reporting purposes. They do not apply to contribution amounts for pension funding
purposes. Participating Employers and the Association may continue to develop and adopt funding policies
under current practices.

For purposes of financial reporting, pursuant to GASB 67, the funded status and unfunded actuarial
accrued liability (the “UAAL”) of the pension plan are not presented in the notes or required supplementary
information for financial reporting purposes. However, the UAAL continues to be calculated by the
Association’s Actuary and set forth in valuation reports and is used to determine a Participating Employer’s
actuarially determined contribution for the upcoming fiscal year. UAAL represents the excess of the
actuarial accrued liability (a standard disclosure measure of the present value of pension benefits to a certain
date (i.e., the “as of date” of the valuation), based on applicable actuarial assumptions, including the pension
plan’s assumed rate of return) over the actuarial value of assets (determined by smoothing values over a
certain number of years to reduce volatility), and represents the costs that are not covered by the actuarial
value of assets and allocated to the *“as of” date for current Association members and their beneficiaries.
Pursuant to GASB 67, the UAAL has been replaced by the Net Pension Liability (“NPL") for financial
reporting purposes. The Association’s 2019 GAS 67 Actuarial Valuation reports that NPL represents the
excess of the Total Pension Liability (“TPL”) (the same actuarial cost method (entry age cost method) and
the same type of discount (expected return on assets) as the Association uses for funding) over fiduciary
net position (plan assets valued at fair market value, and that NPL is similar to UAAL but uses market value
assets.
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At June 30, 2019, the Association’s 2019 GAS 67 Actuarial Valuation reports service costs of
$108.090 million, TPL of $6.064 billion, fiduciary net position of $4.934 billion and NPL of $1.130 billion,
which results in a fiduciary net position as percentage of total pension liability of 81.37%. The
Association’s NPL decreased from $1.820 billion as of June 30, 2018 to $1.130 billion as of June 30, 2019
primarily due to changes in actuarial assumptions, offset to some extent by the return on market value of
assets during Fiscal Year 2018-19 that was lower than the assumed rate of 7.00%. The Association’s 2019
GAS 67 Actuarial Valuation further reports that the Association’s NPL as of June 30, 2019 was measured
using new actuarial assumptions and the NPL would have been higher by about $67.9 million if measured
using prior assumptions.

At June 30, 2019, the County reported $1.101 billion as its proportionate share of the Association’s
NPL of $1.820 billion, referenced above. The County’s portion of the Association’s NPL was measured as
of June 30, 2018 and the TPL used to calculate such NPL was determined by an actuarial valuation as of
that date. The County’s proportion of the Association’s NPL was based on a projection of the County’s
long-term share of contributions to the Association’s pension plan relative to the projected contributions of
all Association participants, actuarially determined. See Note 12 to the County’s Comprehensive Annual
Financial Report for the Fiscal Year ended June 30, 2019 attached hereto as Appendix C.

For the fiscal year ended June 30, 2019, the County recognized a credit to pension expense of
$57.285 million. Pension expense represents the change in the NPL during the measurement period,
adjusted for actual contributions and the deferred recognition of changes in investment gain/loss, actuarial
gain/loss, actuarial assumptions of methods, and plan benefits. See Note 12 to the County’s Comprehensive
Annual Financial Report for the Fiscal Year ended June 30, 2019 attached hereto as Appendix C.

Subsequent to the release of the Association’s 2019 GAS 67 Actuarial Valuation, the Association
released its 2020 GAS 68 Actuarial Valuation. The 2020 GAS 68 Actuarial Valuation provides that the
Association’s NPL will be $1.130 billion at June 30, 2020, of which the County’s proportionate share will
be $1.055 billion. The 2020 GAS 68 Actuarial Valuation also provides, for a measurement date of June 30,
2019 and a reporting date of June 30, 2020, a pension expense for the County of $240,176,609. The County
will review these calculations in connection with the preparation of its audited financial statements for
Fiscal Year 2019-20.
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The 2020 GAS 68 Actuarial Valuation reports, for a measurement date of June 30, 2019 and a
reporting date of June 30, 2020, the TPL of the System, the fiduciary net position of the System, and the
NPL of the System as follows:

Total Pension Liability

1. Service Cost $ 108,089,840
2. Interest 410,338,790
3. Change of benefit terms 0
4. Differences between expected and actual experience 12,058,316
5. Changes of assumptions (67,930,738)
6. Benefit payments, including refunds of member contributions (280,032,239)
7. Net change in Total Pension Liability $ 182,523,968
8. Total Pension Liability — Beginning of Fiscal Year 5,881,850,685
9. Total Pension Liability — End of Fiscal Year $6,064,374,653
Fiduciary Net Position

10. Contributions — Employers $ 225,491,692
11. Contributions - Employees 40,463,120
12. Net investment income 254,693,657
13. Benefit payments, including refunds of member contributions (280,032,239)
14. Administrative expense (5,980,558)
15. Other 0
16. Net Change in Fiduciary Net Position $ 234,635,672
17. Fiduciary Net Position — Beginning of Fiscal Year 4,699,871,406
18. Fiduciary Net Position — End of Fiscal Year $4,934,507,078
19. Net Pension Liability (item 9 minus item 18) $1,129,867,575

Significant Accounting Policies.

Basis of Accounting. The Association’s financial statements are prepared using the accrual basis of
accounting. Investment income is recognized when it is earned and expenses are recognized in the period
in which they are incurred. Employee and employer contributions are recognized as revenues when due,
pursuant to formal commitments, as well as statutory or contractual requirements. Benefits and refunds of
prior contributions are recognized when due and payable under the provisions of the retirement plan.

Deposits and Investments. Cash and cash equivalents with the Association’s fiscal agent include
deposits in the County Treasurer’s commingled cash and investment pool and investments held by Northern
Trust, the Association’s custodian bank. Investments with such custodian bank are comprised of foreign
currencies, cash held in a short-term investment fund and other short-term, highly liquid investments. Short-
term investments considered cash equivalents are recorded at cost, which approximates fair value. The
County Treasurer’s commingled cash and investment pool operates in accordance with appropriate State
laws and regulations and is governed by an investment policy formally adopted by the County. See
“Investment Pool” herein.

The pension plan’s investments are reported at fair value. The fair values of equity and fixed income
securities are derived from quoted market prices. The fair values of private market investments are
estimated from fair values provided by the real estate investment funds, futures investment managers, and
alternative investment managers. All investment purchases and sales are recorded on the trade date.

Income Taxes. The Internal Revenue Service (the “IRS”) has ruled that pension plans such as the
Association qualify under Section 401(a) of the Internal Revenue Code of 1986, as amended (the “Code”),
which prevents the Association from being subjected to taxation under present income tax laws. In 1988
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and 2016, the Association’s pension plan was determined by the IRS to be tax qualified. In accordance with
this determination, the Association states in Note 2 to the Association 2019 CAFR that no provisions for
income taxes have been made in the basic financial statements accompanying the Association’s 2019
CAFR, as the Association is exempt from federal and state income taxes under provisions of the IRC,
Section 401(a), and the California Revenue and Taxation Code, Section 23701, respectively.

Capital Assets. Capital assets are valued at historical cost less accumulated depreciation.
Depreciation is calculated using the straight-line method over the estimated useful lives of three years for
computer equipment, five years for office equipment, 10 years for furniture, 15 years for software
(accounting general ledger and pensions administration system) and 30 years for buildings. Depreciation
expense is reported as part of administrative expenses.

Use of Estimates. The Association’s preparation of financial statements in conformity with
accounting principles generally accepted in the United States of America requires its management to make
estimates and assumptions that affect certain reported amounts and disclosures. Actual results could differ
from those estimates.

Determination of Pension Benefits. Pension benefits are funded in advance by Participating
Employer and employee contributions and are based upon several factors, including the retirement benefit
tier, a participating employee’s age at the time of retirement, years of service, average pensionable or
retirement compensation for, depending on the retirement benefit tier, the highest paid “one year final
average compensation”, the highest paid “three year final average compensation” or the highest paid
“average annual compensation during a period of at least 36 consecutive months” of employment, the
retirement allowance payment option selected by the participant, and whether the participant was employed
as a safety member or as a general member of the Association. Disability and death benefits are additionally
based upon whether the disability was service connected and whether the death occurred before or after
retirement. Members’ contributions to the System, including interest, are 100% vested at all times.
Employees do not have a vested interest in their respective Participating Employer’s contributions unless
and until they actually retire from their employing agency, and may only receive the Participating
Employer’s contributions in the form of retirement benefits, which are payable as and when due. Employees
vest in the System after five years of service, and may leave their contributions on deposit and defer their
retirement if they terminate their employment without retiring. Employees with less than five years of
service may leave their contributions on deposit if they terminate their employment without retiring, but do
not vest in the System unless and until they earn sufficient time to meet the five-year minimum, or establish
reciprocity with other qualifying retirement systems.

Retirement Contributions. Contributions are made by the members and the Participating
Employers, including the County, at rates determined by the Association’s Actuarial Consultant and
approved by the Board of Retirement and the County Board. Member contribution rates vary according to
classification (safety or general member), all pursuant to Articles 6 and 6.8 of the 1937 Act, and PEPRA,
respectively. For members who are not subject to PEPRA, Articles 6 and 6.8 of the 1937 Act define the
methodology to be used in the calculation of member basic contribution rates, which is determined so that
the accumulation of a member’s basic contributions made in a given year until a certain age will be
sufficient to fund an annuity at that age that is equal to rates established by the County Board pursuant to
the 1937 Act. In addition, as a result of the Settlement Agreement (herein defined), general members and
safety members who are in Tier 1 are required to make additional basic contributions in order to receive
their respective settlement benefit. Pursuant to Section 7522.30(a) of the Government Code, general
members and safety members who are in Tier 5, as members who are subject to PEPRA, are required to
contribute at least 50% of the normal cost rate. In addition, there are certain additional requirements that
would have to be met, including agreement through the collective bargaining process for represented
employees, subject to certain conditions, if new Association members were to pay a greater contribution
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rate. Participating Employer contribution rates are determined pursuant to Section 31453 of the 1937 Act,
which also applies to employee contribution rates.

The 1937 Act requires the Association to apply the County’s contributions to its obligations under
the System first, to satisfy the County’s current fiscal year liabilities, as determined by the Association’s
Actuarial Consultant, attributable to members’ service during such fiscal year, which is commonly known
as the “normal cost” and service disability pensions, second, to pay for County contributions for death
benefits, and third, to satisfy the UAAL.

The following Table 11 sets forth the Participating Employer rates and the average Member rates
as of June 30, 2019.

TABLE 11
COUNTY OF FRESNO
CONTRIBUTION RATES TO BE PAID TO THE
FRESNO COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION
(As of June 30, 2019 for Fiscal Year 2020-21)

Participating Employer Average Member
Retirement Tier Contribution Rate Contribution Rate
General Tier 1 62.85% 9.88%
General Tier 2 59.58 6.89
General Tier 3 59.93 7.99
General Tier 4 51.85 7.23
General Tier 5 49.28 7.30
Safety Tier 1 86.75 12.53
Safety Tier 2 87.91 11.40
Safety Tier 4 73.62 10.22
Safety Tier 5 69.73 11.96
All Categories 60.84 9.18

Source: Actuarial Valuation and Review as of June 30, 2019.

The County’s and its employee members’ contribution rates are determined as a percentage of
payroll. The Association’s Participating Employer rates provide for both normal cost and a payment or
credit to amortize any unfunded or overfunded actuarial accrued liabilities. In the 2019 Actuarial Valuation,
the Association’s Actuarial Consultant has continued with the Board of Retirement’s funding policy to
amortize the Association’s outstanding balance of the UAAL established as of June 30, 2003 over a
declining period with 14 years remaining as of June 30, 2019. Any new UAAL as a result of assumption
changes, method changes and actuarial gains or losses identified in the annual valuation as of June 30, 2011
and later will be amortized over a 15-year period. Any new UAAL as a result of plan amendments will be
amortized over a period of 15 years. Any new UAAL as a result of “golden handshakes” or early retirement
incentive programs will be amortized over a period of up to five years. The UAAL shall be amortized over
“closed” amortization periods so that the amortization period for each layer decreases by one year with each
actuarial valuation. The contribution rates and amounts are further determined by the Association’s
Actuarial Consultant using the “entry age normal cost” method. This method currently produces a
Participating Employer contribution rate consisting of amounts for (a) normal cost and (b) amortization of
the outstanding balance of the UAAL established as of June 30, 2003 over a declining 20-year period, of
which 14 years remain as of June 30, 2019; (c) amortization period for UAAL established on each
subsequent valuation as a result of actuarial gains or losses, changes in actuarial assumptions or plan
amendments over a declining 15-year period. Employees’ contributions are funded and recognized
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currently through payroll deductions in amounts recommended by the Association’s Actuarial Consultant.
Historically, a portion of the contributions were financed through undistributed earnings, if any, or increases
in employer and employee contribution rates. In addition to their normal contributions established by statute
and, with respect to Tier 1, by the Settlement Agreement, general members of Tier 1, Tier 2 and Tier 3 and
safety members of Tier 1 and Tier 2 pay one-half of the total normal cost necessary to fund their cost-of-
living benefits. In accordance with PEPRA, contribution rates for Tier 5 General Members and Tier 5
Safety Members will be a single-rate and not an age-based rate. See “- Significant Accounting Policies —
Determination of Pension Benefits” “ — Retirement Tiers” and “ — California Public Employee’s Pension
Reform Act of 2013 herein.

The 2019 Actuarial Valuation calculates the aggregate employer rate as 60.84% of payroll, which
increased from the 55.08% of payroll for 2018. This increase is primarily due to the June 30, 2004 combined
amortization layer becoming fully amortized and investment return (after smoothing) being less than the
7.00% return assumption, partially offset by the effect of amortizing the prior year’s UAAL over a larger
than expected projected total payroll and changes in actuarial assumptions.

The following Table 12 sets forth the aggregate contribution of all of the Participating Employers
in the System, the percentage of contributions made in relation to the actuarially determined contributions,
covered employee payroll and the contributions as a percentage of covered employee payroll for the Fiscal
Years ended June 30, 2015 through 2019.

TABLE 12
FRESNO COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION
ANNUAL PARTICIPATING EMPLOYER CONTRIBUTIONS
AND PERCENTAGE CONTRIBUTED
Fiscal Years Ended June 30, 2015 through 2019
($ in thousands)

Actuarially
Determined
Fiscal Year Participating Contributions as a
Ended Employer Percentage Percentage of
June 30 Contributions® Contributed Covered Payroll Covered Payroll
2015 $184,213 100% $351,109 52.47%
2016 191,529 100 370,318 51.72
2017 198,472 100 386,345 51.37
2018 210,535 100 403,018 52.24
2019 225,492 100 423,092 53.30

Source: Fresno County Employees’ Retirement Association — Comprehensive Annual Financial Report as of June 30, 2019.

(@ Reflects the aggregate contributions of all Participating Employers in the System.

The 2019 Actuarial Valuation states that the aggregate employer contributions for the Participating
Employers for the Fiscal Year ended June 30, 2019 totaled approximately $225,491,692 and the aggregate
employer contributions for the Fiscal Year ended June 30, 2018 were $210,534,894.

The 2019 Actuarial Valuation states that, as of June 30, 2019, the net assets at actuarial value were
approximately $4,971,225,226, the net assets at valuation value (i.e., the actuarial value excluding any non-
valuation reserves) were approximately $4,971,225,226, and the net assets at market value were
approximately $4,934,507,078. The 2019 Actuarial Valuation also states, as of June 30, 2019, the rate of
return on the actuarial value of net assets was 3.93%, the rate of return on the valuation value of net assets
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was 3.93%, and the rate of return on the market value of net assets was 5.43% for Fiscal Year 2018-19. See
Table 17 — “Fresno County Employees’ Retirement Association — Investment Results Based on Market
Value” herein.

The 2019 Actuarial Valuation states that, as of June 30, 2019, the actuarial accrued liability was
approximately $6,086,654,000 and the unfunded actuarial accrued liability (calculated using the valuation
value of plan assets) was approximately $1,115,429,000. Based on the 2019 Actuarial Valuation, the
employers’ funded ratio (i.e., the ratio of valuation value of assets of the Association over the actuarial
accrued liability) is 81.67% as of June 30, 2019.

The actuarial value of the System Assets and the actuarial accrued liability reflect amounts received
by the Association from the County in connection with the prior issuance of the County’s pension obligation
bonds. The County applied a portion of the proceeds of its Taxable Pension Obligation Bonds, Series 1998
(the “1998 Series A Bonds”), Taxable Pension Obligation Bonds, Series 2004A (the “2004 Series A
Bonds”), Taxable Pension Obligation Bonds, Series 2004B (the “2004 Series B Bonds”) and Taxable
Pension Obligation Refunding Bonds, 2015 Series A (the “2015 Series A Bonds”) to reduce its UAAL. The
County applied a portion of the proceeds of the Taxable Pension Obligation Bonds, Refunding Series 2002
(the #2002 Refunding Bonds”) to refund a portion of the 1998 Series A Bonds. The 1998 Series A Bonds,
the 2002 Refunding POBs and the 2015 Series A Bonds are no longer outstanding. The 2004 Series A
Bonds are outstanding in the principal amount of $153,023,000 and the 2004 Series B Bonds are
outstanding in the principal amount of $75,000,000.

In April 2003, subsequent to the County’s issuance of the Series 2002 Refunding Bonds and partial
refunding of the 1998 Series A Bonds, the United States Department of Health and Human Services (the
“DHHS”) through the State Controller’s Office (the “SCO”) provided guidance to California counties,
including the County, that the cost of refinanced pension obligation bonds would be an allowable and
allocable cost for federal reimbursement only for the aggregate debt service cost of the refinanced pension
obligation bonds that is less than the aggregate debt service cost of the pension obligation bonds they
replace. As a result, the SCO determined that, in Fiscal Year 2015-16, the County’s aggregate debt service
costs attributable to the Series 2002 Refunding POBs exceeded the County’s aggregate debt service cost of
the 1998 Series A Bonds for the applicable federal and state programs, and that reimbursement of such
excess amounts would be disallowed under the applicable federal programs; the SCO informed the County
that the SCO would treat the County’s reimbursement claims related to 2002 Refunding Bond debt service
costs for state programs the same as the DHHS would treat the County’s reimbursement claims related to
2002 Refunding Bond debt service costs for federal programs. The County uses a portion of revenue from
applicable federal and state programs to pay one fiscal year in advance the County’s Series 2002 Refunding
POBs debt service costs for those programs. The total amount of the expected federal and state disallowed
reimbursement claims is estimated to be approximately $37.7 million (excluding interest that continues to
accrue on unpaid amounts) for the County’s debt service costs of the Series 2002 Refunding POBs between
Fiscal Year 2015-16 through Fiscal Year 2018-19. The County Board, in prior fiscal years, designated a
total of approximately $38 million for the County’s payment of these expected federal and state disallowed
reimbursement claims. The County has paid the SCO the federal and state reimbursement disallowances
of the County’s 2002 Refunding Bond costs in the amount of approximately $14.7 million, leaving a
balance of approximately $23.3 million of such designated amount. The County is attempting to resolve
this matter with the DHHS and the SCO for the remaining expected federal and state reimbursement
disallowances of the County’s 2002 Refunding Bond debt service costs for Fiscal Years 2016-17 through
2018-19, as well as the amounts attributable to the timing of the County’s fiscal year 2014-15 revenues
from federal and state programs that the County used to pay in advance the County’s 2002 Refunding POB
debt service costs for Fiscal Year 2015-16 for the applicable federal and state programs; the total of all
outstanding amounts subject to expected state and federal disallowances of these remaining reimbursement
claims is approximately $23.3 million (excluding interest that continues to accrue on such unpaid amounts).

A-25

3447872.13 044216 OS



The following Table 13 sets forth the County’s actuarially determined annual contribution and
actual contributions related thereto for Fiscal Years 2014-15 through 2018-19 and County’s actual
contributions as a percentage of total governmental funds expenditures for such fiscal years.

TABLE 13
COUNTY OF FRESNO
EMPLOYER CONTRIBUTION STATUS
Fiscal Years 2014-15 through 2018-19
($ in thousands)

Actual County

Actuarially Contribution as
Determined Actual Percentage of Total
County County Governmental Funds
Fiscal Year  Contribution  Contribution Expenditures®¥)
2014-15 $153,542 $160,968 12.39%
2015-16 171,577 172,912 12.69
2016-17 178,220 178,233 12.52
2017-18 184,317 189,161 12.35
2018-19 196,073 202,752 12.54

Source: County of Fresno — Auditor-Controller/Treasurer-Tax Collector.

@ The County’s Total Governmental Funds reflects funds on deposit for general government functions in the General Fund, Special
Revenue Funds, Capital Projects Funds, Debt Service Fund and certain other non-major governmental funds. See “General
Fund Financial Statements” herein and Appendix C — “County of Fresno General Purpose Financial Statements for the Fiscal
Year ended June 30, 2019” attached to this Official Statement.

Pension Related Payments

The County’s contributions to the Association depend upon a variety of factors, including
investment performance, actuarial assumptions, and potential changes in benefits. The County has always
made its required contributions. These payments, along with debt service payments on the County’s pension
obligation bonds, are substantial and constitute a significant portion of the County’s budget.

The following Table 14 sets forth the estimated Employer Contributions and POB debt service for
Fiscal Years 2019-20 through 2026-27. The estimates and related assumptions are “forward-looking” in
nature and are not to be construed as representations of fact or representations that in fact the various
estimates shown will be the correct amounts for the years indicated. Rather, these reflect good faith
estimates by the County taking into account a variety of assumptions, a number of which are discussed
herein. Accordingly, prospective investors are cautioned to review these estimates as general opinions of
orders of magnitude and not as precise amounts.
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TABLE 14
COUNTY OF FRESNO
ESTIMATED COUNTY EMPLOYER CONTRIBUTIONS AND
ESTIMTED PENSION OBLIGATION BOND RELATED PAYMENTS®
Fiscal Years 2020-21 through 2027-28

County’s Estimated County’s Estimated

Employer Pension Obligation Bonds
Fiscal Year Contributions Debt Service Total
2020-21 $207,837,260 $35,2908,52 $243,128,112
2021-22 211,994,005 37,263,587 249,257,592
2022-23 216,233,886 39,268,018 255,501,904
2023-24 220,558,563 41,402,452 261,961,015
2024-25 224,969,735 43,547,802 268,517,537
2025-26 226,469,129 45,759,052 275,228,181
2026-27 234,058,512 48,056,727 282,115,239
2027-28 238,739,682 50,550,040 289,289,722

Source: County of Fresno Auditor-Controller/Treasurer-Tax Collector.

M Assumes 2% growth in employer contributions each year and employer contributions do not include the Courts employees.

The following Table 15 sets forth the combined total of the County’s employer contribution rates
and the debt service payment rates on its outstanding pension obligation bonds for each of the Association’s
membership tiers as a percentage of covered payroll for Fiscal Years 2019-20 and 2020-21.

TABLE 15
FRESNO COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION
CONTRIBUTION RATES AND DEBT SERVICE PAYMENTS
ON PENSION OBLIGATION BONDS
Fiscal Year Ended June 30, 2020 through 2021

General Safety
Year Ended Tier 1 Tier 2 Tier 3 Tier 4 Tier 5 Tier 1 Tier 2 Tier 4 Tier 5
June 30, 2020 64.80% 62.02% 61.98% 53.03% 51.16% 92.18% 92.62% 77.56% 74.83%
June 30, 2021 70.77% 67.50% 67.85% 59.77% 57.20% 95.39% 96.55% 82.26% 78.371%

Source: County of Fresno — Auditor-Controller/Treasurer-Tax Collector.

Unfunded Actuarial Accrued Liability and Unrecognized Gains/Losses as of June 30, 2019. The
2019 Actuarial Valuation states the UAAL increased from $1.091 billion as of June 30, 2018 to $1.115
billion as of June 30, 2019 when determined on a valuation (smoothed) value of assets basis. On a market
value basis, the UAAL decreased from $1.194 billion to $1.152 billion from June 30, 2018 to June 30,
2019. The funded ratio on a valuation value of assets basis has increased from 81.49% to 81.67%, while on
a market value basis, the funded ratio has increased from 79.74% to 81.07%.

The 2019 Actuarial Valuation states that the net total unrecognized investment losses as of June
30, 2019 were approximately $36.7 million compared to the net total unrecognized investment losses of
$103.1 million as of June 30, 2018. The 2019 Actuarial Valuation also states that these investment losses
will be recognized in the determination of the actuarial value of assets for funding purposes in the next few
years, and will offset any investment gains that may occur after June 30, 2019. The 2019 Actuarial
Valuation further states that, unless offset by future investment gains or other favorable experience, the
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recognition of the $36.7 million market losses is expected to have an impact on the Association’s future
funded ratio and contribution rate requirements. The unrecognized investment losses represent
approximately 0.7% of the market value of assets. If the deferred losses were recognized immediately in
the valuation value of assets, the funded percentage would decrease from 81.7% to 81.1%. If the deferred
losses were recognized immediately in the valuation value of assets, the aggregate employer contribution
rate would increase from 60.84% of payroll to 61.54% of payroll. The valuation value of assets is based on
the market value of assets as of the valuation date, as provided by the Association. The Association uses a
valuation value of assets that differs from market value to gradually reflect six-month changes in the market
value of assets in determining contribution requirements. The valuation value of assets is determined by
reducing the actuarial value of assets by the value of non-valuation reserves. The actuarial value of assets
is determined by recognizing any difference between actual and expected market return over the last nine
semi-annual accounting periods. The actuarial value of assets is further adjusted, if necessary, to be within
30% of the market value of assets.

Actuarial Assumptions. The Association’s Actuarial Consultant considers various factors in
determining the assumptions to be used in calculating funding ratios. The actuarial assumptions used do
not determine the “actual cost” of the retirement plan. Demographic assumptions are based on a study of
the actual history of retirement, rates of termination/separation of employment, years of life expectancy
after retirement, disability and other factors. This experience study is done once every three years. The most
recent experience study was the 2018 Experience Study, which provides the proposed actuarial
assumptions to be used effective with the June 30, 2019 actuarial valuation. In addition, the
Association’s Actuarial Consultant considers certain economic factors assumptions in determining the
assumptions to be used in calculating funding ratios. The actuarial assumptions have a significant impact
on the determination of the ratio of assets of the Association that are set aside to pay plan benefits by the
Association. Significant actuarial assumptions of the Association’s Actuarial Consultant for the 2019
Actuarial Valuation include: (a) a rate of return on the investment of present and future assets of 7.00% per
year (net of administration and investment expenses); (b) an inflation assumption of 2.75%; (c) projected
across-the-board salary increases of 0.50% plus merit and longevity increases based on age that vary
between 1.5% and 8.5% for safety members and 1.1% and 8.5% for general members and (d) projected cost
of living adjustments of 2.75% of retirement income per year, subject to a 3.00% maximum change per
year for General members in Tiers 1, 2 and 3 and Safety members in Tiers 1 and 2, and 0.00% for General
members in Tier 4 and Tier 5 and Safety members in Tier 4 and Tier 5. The Board of Retirement may
modify such assumptions based in part on analyses of experience and recommended changes submitted by
the Association’s Actuarial Consultant. These assumptions were based upon recommendations by the
Association’s Actuarial Consultant in the 2018 Experience Study and approved by the Board of Retirement
on April 17, 2019.

The Board of Retirement may approve the use of different assumptions to calculate the actuarially
determined contribution based upon any action such as, among other things, salary or staff reductions
approved by Participating Employers. In the event a Participating Employer approves any such action, such
Participating Employer’s actuarially determined contribution may differ from the amounts projected in the
Association’s Actuarial Consultant’s next actuarial valuation.

The following Table 16 sets forth certain economic actuarial assumptions for the Fiscal Years
ended June 30, 2015 through June 30, 2019.
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TABLE 16
FRESNO COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION
ECONOMIC ACTUARIAL ASSUMPTIONS
Fiscal Years ended June 30, 2015 through June 30, 2019

Actuarial Assumption 2015 2016 2017 2018 2019
Interest 7.25% 7.00% 7.00% 7.00% 7.00%
Inflation 3.25 3.00 3.00 3.00 2.75
Employee Account Interest Credit Rate 3.00 3.00 3.00 3.00 2.75

Source: Fresno County Employees’ Retirement Association Actuarial Valuations and Review as of June 30, 2015 through 2019.

Historical Funding Progress. The following Table 17 sets forth the schedule of funding progress
as of the ten most recent actuarial valuation dates. Table 17 includes amounts contributed to the Association
from proceeds of its pension obligation bonds. See “ — Retirement Contributions” above. Funding progress
is measured by a comparison of System Assets which have been set aside by the Association to pay plan
benefits with plan liabilities. See Table 11 — “Schedule of Annual Required Employer Contributions and
Percentage Contributed” herein, which sets forth the aggregate ARC to be contributed by the County and
other Participating Employers, as determined by the Association’s Actuarial Consultant, and the percentage
actually contributed.

TABLE 17
FRESNO COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION
SCHEDULE OF FUNDING PROGRESS
Fiscal Years ended June 30, 2010 through June 30, 2019
($ in thousands)

(6)
2 ?3) Unfunded
Q) Actuarial Unfunded 4 (Overfunded) AAL
Actuarial Valuation Accrued (Overfunded) Funded (5) Percentage of
Valuation Value of Liability AAL Ratio Covered Covered Payroll
Date Assets (AAL) (2)=(1) DI(2) Payroll (3)((5)
6/30/10 $2,983,044 $4,092,464 $1,109,420 72.9%  $408,861 271.3%
6/30/11 3,114,483 4,237,961 1,123,478 73.5 398,976 281.6
6/30/12 3,305,045 4,345,402 1,040,357 76.1 365,596 284.6
6/30/13 3,518,982 4,694,780 1,175,798 75.0 370,079 317.7
6/30/14 3,824,221 4,876,754 1,052,533 78.4 373,774 281.6
6/30/15 4,092,647 5,074,333 981,686 80.7 383,775 255.8
6/30/16 4,278,001 5,472,149 1,194,148 78.2 402,535 296.7
6/30/17 4,529,508 5,643,444 1,113,936 80.3 413,760 269.2
6/30/18 4,802,958 5,893,909 1,090,951 81.5 431,678 252.7
6/30/19 4,971,225 6,086,654 1,115,429 81.7 457,759 243.7

Source: Fresno County Employees’ Retirement Association — Actuarial Valuation and Review as of June 30, 2019.

The following Table 18 sets forth the value of the Association’s assets as of the actuarial valuation
dates in 2010 through 2019 based on the valuation value, actuarial value and market value of assets.
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TABLE 18
FRESNO COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION
ASSET VALUE COMPARISON
($ in thousands)

Valuation Actuarial Market
Valuation Date Value of Assets Value of Assets® Value of Assets®
6/30/10 $2,983,044 $3,028,181 $2,586,687
6/30/11 3,114,483 3,151,541 3,167,177
6/30/12 3,305,045 3,333,856 3,148,513
6/30/13 3,518,982 3,539,367 3,499,451
6/30/14 3,824,221 3,828,862 4,050,128
6/30/15 4,092,647 4,093,377 4,032,119
6/30/16 4,278,001 4,278,161 4,009,496
6/30/17 4,529,508 4,529,508 4,407,222
6/30/18 4,802,958 4,802,958 4,699,871
6/30/19 4,971,225 4,971,225 4,934,507

Sources: Fresno County Employees’ Retirement Association — Actuarial Valuation and Review as of June 30, 2010 through 2019.

@ Includes non-valuation reserves: supplemental COLA, contingency reserve and retiree health insurance reserve.

The actuarial value of assets has been based on a five-year smoothed market method since the
Fiscal Year ended June 30, 1996. This method spreads the difference between the market investment return
achieved by the investment portfolio of the Association and the assumed investment return over a five-year
period. The Board of Retirement adopted a modified version of the smoothed market method, setting a 30
percent corridor around the market value of assets effective with the actuarial valuation as of June 30, 2009.

Transfers of Investment Earnings by the Association. The Board of Retirement annually directs
the crediting of the Association’s investment earnings to reserves, some of which are part of valuation
assets, and some of which are not part of valuation assets pursuant to the Association’s Interest Crediting
and Undistributed Earnings Policy, as amended on February 19, 2020 (the “Interest Crediting and
Undistributed Earnings Policy™). Valuation assets are those used to fund vested benefits and are those assets
used in calculating the funded ratio and the UAAL. The Interest Crediting and Undistributed Earnings
Policy states that interest is credited every six months. The Interest Crediting and Undistributed Earnings
Policy further states that its objectives are to (1) maintain consistency between the reserving structure
accounts and the actuarial funding policies of the Association, (2) assure that the reserve values track the
market value of assets over the long term, (3) to the extent possible, maintain reasonable stability in the
both interest crediting and contribution rates by avoiding charging short-term losses to reserves and (4)
assure that unfunded liabilities associated with the vested benefits granted by Association’s Participating
Employers are funded before the Board of Retirement funds any new discretionary non-vested benefits.

The Interest Crediting and Undistributed Earnings Policy states that the general policy of the Board
of Retirement is to direct that investments earnings, when available (“Available Earnings”), be transferred
to the following Association reserves, effectively, in the following order. First, Available Earnings are used
to credit interest on member accounts at a rate equal to one-half of the cost-of-living increase percentage
provided to Association members that have retired on or before April 1 of that calendar year. See “ —
Significant Accounting Policies — Determination of Pension Benefits” herein. Second, Available Earnings
are used to credit interest at the assumed valuation interest rate on the valuation and non-valuation reserves
(except for the contingency and undistributed earnings reserves). Third, Available Earnings are used for a
Contra Tracking Account (the “Contra Tracking Account”) to track any shortfalls of Available Earnings
relative to earnings required to credit full interest to valuation reserves, and in subsequent years, use
Available Earnings remaining after crediting such reserve interest to restore any prior shortfalls as tracked
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in the Contra Tracking Account. Fourth, Available Earnings are used to maintain a 1% Statutory
Contingency Reserve. The Board of Retirement may at its discretion maintain an additional Board
Contingency Reserve of up to 2% based on current financial circumstances. One such circumstance to
consider would be deferred market value actuarial losses not yet recognized in the actuarial value of the
Association’s assets. Fifth, any Available Earnings remaining after crediting of interest as set forth above
(such remaining amount being the “Undistributed Earnings”) is allocated in the following order of priority:
(i) the funding of current and/or additional benefits under the Settlement Agreement (See “ —Health
Benefits” herein); (ii) restoring any negative ancillary benefit reserve accounts to $0 (See “ —Health
Benefits” herein); and (iii) the funding of various discretionary uses, being the transfer to a reserve or
designation to pay additional ancillary benefit such as Supplemental COLA and Additional Retiree Health
Insurance as permitted by law, the transfer to a valuation reserve for reduction of UAAL for statutory
benefits, the transfer to a reserve or designation for other uses as permitted by law and retention of the
amounts in the Undistributed Earnings Reserve. Decisions of the Board of Retirement regarding allocation
of excess earnings may cause the UAAL to increase or decrease and thus impact the amount of contributions
of Participating Employers, including the County, in future years. The Interest Crediting and Undistributed
Earnings Policy requires that the Board of Retirement, prior to utilizing Undistributed Earnings as set forth
in clause (iii) above, to obtain from the Association’s actuary an analysis of the impact of such actions on
future annual costs, on the Association’s contribution rates, UAAL, and funding ratio, and the advice of its
legal counsel.

The 1937 Act permits the Association to use any excess earnings to pay certain supplemental
benefits to retirees or credit them to the Association’s valuation assets. The Board of Retirement historically
has transferred excess earnings primarily to two reserves: (1) a retiree health benefit reserve (the “Health
Benefit Reserve”) from which the Association pays a cash benefit to all retirees and beneficiaries, which
may be used for any purpose; and (2) a reserve established for a supplemental targeted adjustment for a
cost of living adjustment (“Supplemental COLA”). Both the Health Benefit Reserve and the reserve for
Supplemental COLA (the “Supplemental COLA Reserve”) are excluded from valuation assets and are not
included as assets when calculating the Association’s UAAL. When earnings are excluded from valuation
assets, those amounts are not available to decrease an UAAL because they are not available to pay vested
benefits. The Board of Retirement determined to cease making payments from the Supplemental COLA
Reserve beginning August 1, 2016. For a discussion of health benefits, if any, see “—Health Benefits” herein.

Reserve Levels. The 2019 Actuarial Valuation states that, as of June 30, 2019, there was $0 on
deposit in the Retiree Health Benefit Reserve, which is a non-valuation reserve. The Interest Crediting and
Undistributed Earnings Policy permits transfer of amounts to the non-valuation Retiree Health Benefit
Reserve only after amounts have been allocated to various other accounts and funds, including valuation
accounts and funds.

Investment Policy. The Board of Retirement has exclusive control and fiduciary responsibility of
the investment of the Association’s retirement fund. Pursuant to the State Constitution, the members of the
Board of Retirement are required to diversify the investments of the Association so as to minimize the risk
of loss and to maximize the rate of return, unless under the circumstances it is clearly not prudent to do so.
Except as otherwise expressly restricted by the State Constitution and by law, the Board of Retirement may,
in its discretion, invest, or delegate the authority to invest the assets of the Association’s retirement fund
through the purchase, holding, or sale of any form or type of investment financial instrument, or financial
transaction when prudent in the informed opinion of the Board of Retirement. The Association has
established a series of policies, procedures and guidelines, grouped together as the “Investment Policy and
Guidelines & Performance” (the “Association Investment Policy”), which was most recently amended
September 5, 2018 (Appendix D to the Association Investment Policy was updated as of April 2019), to
guide the Association’s investment program. Under the Association Investment Policy, the Board of
Retirement has directed the investment consultant to report on the investment returns and market conditions
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on a quarterly basis and make recommendations on investment policy revisions for the Board of
Retirement’s consideration as necessary. The Association Investment Policy includes a Strategic Asset
Allocation with targets along with the allowable ranges, which shall serve as the guideline for maintaining
Association’s retirement fund investment allocations (Appendix A to the Association Investment Policy).
In order to transition from the beginning target to the ending target, as specified in the Strategic Asset
Allocation targets (Appendix A to the Association Investment Policy), the Association Investment Policy
includes an Asset Allocation Glidepath (Appendix B to the Association Investment Policy), which shall
serve as the basis for interim quarterly targets to each asset class.

The following Table 19 sets forth the target allocations based on the Association’s Investment
Policy (as described above) and the actual allocations for the Association’s investment portfolio for quarter
ended December 31, 2019.

TABLE 19
FRESNO COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION
INVESTMENT ASSET ALLOCATION
As of December 31, 2019

Association’s Portfolio Target Allocations Actual Allocations
Domestic Equity 23.0% 20.8%
International Equity 22.0 22.1
Global Fixed Income 26.0 26.0
Real Estate 5.0 4.8
Hedge Funds 7.0 6.1
Private Equity 6.0 5.2
Private Credit 8.0 6.1
Infrastructure 3.0 3.2
Cash and Equivalents 0.0 3.8
Other 0.0 19

100.0% 100.0%

Source: Fresno County Employees’ Retirement Association — Investment Performance Review for the period ended December 31,
2019, prepared by Verus Investments.

The Association’s assets are exclusively managed by external professional investment management
firms. The Board of Retirement monitors the performance of the managers with the assistance of an external
investment consultant. The following Table 20 sets forth the annualized rate of return on the Association’s
investments in the portfolio for the Fiscal Years ended June 30, 2010 through June 30, 2019 based upon the
valuation value, actuarial value and market value of the Association’s investments, as reported by the
Association’s Actuarial Consultant.
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TABLE 20
FRESNO COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION
INVESTMENT RESULTS
Fiscal Year ended June 30, 2010 through June 30, 2019

Annualized Annualized Annualized
Fiscal Year Ended Rates of Return Rates of Return Rates of Return
June 30 (Valuation Value) (Actuarial Value) (Market Value)
2010 4.31% 3.44% 14.98%
2011 4.84 4.78 22.34
2012 6.01 5.94 (0.44)
2013 6.96 6.91 11.95
2014 8.98 9.03 16.63
2015 7.31 7.29 (0.10)
2016 4.97 4.97 (0.11)
2017 6.36 6.35 10.44
2018 6.49 6.49 7.11
2019 3.93 3.93 5.43

Sources: Fresno County Employees’ Retirement Association — Actuarial Valuation and Review as of June 30, 2019.

Health Benefits. The Board of Retirement has exclusive rights to determine how undistributed
earnings were lawfully used prior to the adoption of a settlement agreement in December 2000 relating to
a retirement benefits formula for Tier 1 (the “Settlement Agreement”). However, under the Settlement
Agreement, the Board of Retirement has taken the position that additional costs associated with the benefits
provided under the settlement are to be funded first from undistributed earnings to the extent any are
available. See “Transfers of Investment Earnings by the Association” herein. There were no undistributed
earnings available as of June 30, 2019.

Pursuant to the Settlement Agreement, all retirees and beneficiaries who are parties to the
agreement would receive an increase in monthly paid health insurance benefits of $3.00 per full year of
service. The Settlement Agreement provides this benefit to general members and safety members who are
enrolled in Tier 1. The County Board extended this benefit to general members who are enrolled in Tier 2
and Tier 3, and to Safety Members who are enrolled in Tier 2 and Tier 4. There are 7,701 members receiving
this benefit and the monthly cost is approximately $420,000 (reflecting an average of $54 per pay period
and an average of 18 years of service). The Board of Retirement and its outside counsel have determined
that that there is no cap on such benefit under the Settlement Agreement.

On October 23, 2014, the Association reported to the Board of Supervisors that approximately
$8.68 million of proceeds from the 2004 Series A Bonds that should have been allocated to the vested
Health Benefit Reserve were instead allocated to the non-vested Health Benefit Reserve. As a result, some
non-vested health benefits have been paid out of such funds. The Board of Retirement determined to
suspend paying benefits from the non-vested Health Benefit Reserve as of November 1, 2014, not to seek
recovery of these discretionary payments from individual retirees, to correct the reserve amounts as of July
1, 2013 (for Fiscal Year 2013-14) and to carry the resulting deficit in the non-vested Health Benefit Reserve
going forward as a negative ancillary benefit reserve account. See “ — Transfers of Investment Earnings by
the Association” herein.

Post-Retirement Healthcare Benefits. The County does not fund any post-retirement healthcare
benefits (“OPEB”) to its employees or retirees. The County has contracts for fully insured healthcare plans
for certain retirees. The premium for these plans are paid entirely by the participating retirees and the
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County does not incur any costs in connection therewith. Accordingly, the County does not have any normal
costs or UAAL associated with OPEB, nor would retirees benefit from any “implicit subsidy” derived from
obtaining post-retirement healthcare coverage at an active employee rate. Statement No. 75 of the
Governmental Standards Accounting Board, which covers accounting and financial reporting by employers
of post-retirement healthcare benefits other than pensions adopted in June 2015 does not apply to the
County.

Litigation

Litigation regarding the County Jail. In December 2011, Quentin Hall, et al. v. Margaret Mims,
et al., United States District Court Eastern District of California Case No. 1:11-cv-02047-LJO-BAM was
filed by seven current or former inmates at the County Jail, who sought to be class representatives for a
class action lawsuit concerning various conditions at the County Jail. The plaintiffs alleged that the Sheriff
and the County, among others, violated the Eighth Amendment and Fourteenth Amendment of the United
States Constitution, the Americans with Disabilities Act, and Section 504 of the Rehabilitation Act of 1973
based on alleged system-wide deficiencies in the delivery of medical care, mental health care, and dental
care at the County Jail. The plaintiffs also alleged that County Jail’s correctional staffing and inmate
housing arrangements violate their constitutional right to be protected from violence. The parties negotiated
a consent decree and remedial plan that was approved by the District Court on November 2, 2015. As part
of the settlement, the County agreed to pay $900,000 in attorneys’ fees to plaintiffs’ counsel in addition to
$40,000 per year during the term of the consent decree for monitoring costs. The consent decree had a four
year term, but has been extended on a quarter to quarter basis as progress is not completed on the remedial
plan. The legal costs of monitoring were increased to $60,000 annually, paid in quarterly installments of
$15,000 through the remainder of the decree period. The County does not anticipate additional large
expenditures for increased operations or staffing costs to be part of the consent decree going forward.

Litigation regarding Fresno County Sheriff’s Foundation’s Gun Range. In April 2015, a Pacific
Gas and Electric Company (“PG&E”) underground high-pressure natural gas transmission pipeline located
at a gun firing range owned by the County Sheriff’s Foundation and operated by the Fresno County Sheriff
ruptured and caused an explosion. An employee of the County’s Public Works Department, together with
several jail inmates, were working at the location when the explosion occurred. One inmate died and several
others were injured. The event is being investigated by a several entities, including the County Sheriff’s
Office, the California Public Utilities Commission, PG&E, the City of Fresno Fire Department, and
California State Division of Occupational Safety and Health. The County has received a number of personal
injury and property damage claims, and has its own damage claims arising from the incident. Additional
claims may be filed as investigation of the incident proceeds. While it remains too early to assess the value
of the claims due to the stay of the civil actions, the County has asserted that all personal injury claims filed
to date against the County are covered by the County’s workers compensation insurance because all of the
injured persons were working for the County when the explosion occurred. The civil actions are stayed
pending final appellate resolution before the Workers Compensation Appeals Board of the issue of workers
compensation coverage, and the bankruptcy of PG&E. If the County is held responsible for the explosion
and successful in its assertion that its workers compensation policy covers this incident, the County’s
financial liability for those claims will be limited to a $500,000 self-insured retention under the worker’s
compensation policy. The County has not determined what the financial impact on it could be if the
County’s workers compensation policy does not cover the County’s financial liability for personal injury.
The County has a $750,000 self-insured retention and $25 million in excess insurance coverage for liability
claims. PG&E filed bankruptcy in January 2019 in response to potential liabilities against it as a result of
wildfires throughout the State. This bankruptcy action is pending and it is presently unknown what the
impact of this bankruptcy action will have on the pending civil actions.
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Insurance

The County is exposed to various risks of loss including tort liability, errors and omissions, injuries
to employees, and theft, damage, and destruction of assets. The County has established the Risk
Management Fund (the “Risk Management Fund”), an Internal Service Fund, to account for and finance its
partial and fully uninsured risks of loss. The Risk Management Fund is operated through a combination of
self-insurance and insurance purchased by the County to protect itself from claims and losses associated
with commercial general liability, medical malpractice, workers’ compensation, vehicle and property
damage. The Risk Management Fund is also used to account for County unemployment and wellness
programs, and for County-wide employee medical, prescription, dental and vision insurance coverage
provided through a contract with SJVIA (as herein defined). Additional employee benefits, including
disability and life insurance, as well as health insurance for retirees, are also accounted for in the Risk
Management Fund.

The County is a member of the San Joaquin Valley Insurance Authority (“SJVIA”), a joint powers
authority that the County created with the County of Tulare. The SIVIA serves as a purchasing coalition
for the purpose of jointly purchasing health insurance. The County has achieved efficiencies in
administrative and fixed costs with the use of the SIVIA. The SJVIA is governed by a seven-member Board
of Directors that consists of four members appointed by the County Board and three members appointed
by County of Tulare. The County’s Auditor-Controller/Treasurer-Tax Collector acts as Auditor-Treasurer
of the SJVIA. Currently, the County and the County of Tulare are the only entities participating in the
SJVIA. Additional local agencies may join the SJIVIA upon approval by its Board of Directors.

Commercial general liability coverage is self-insured up to a maximum of $750,000 per claim.
Coverage above $750,000, up to a maximum amount of $25,000,000, is provided through a risk pool
agreement with the Public Risk Innovation Solutions and Management (“PRISM”) Program. PRISM was
formerly known as the California State Association of Counties Excess Insurance Authority (the “CSAC-
EIA”). The risk pool is reinsured through commercial companies from $5,000,000 to $25,000,000 per
claim.

The County’s property coverage is provided through PRISM and includes several layers of
insurance coverage. The primary limit is $25,000,000 for all-risk, flood and earthquake coverage. The
program also provides excess additional layers of insurance coverage with limits that vary based on the
type of loss: $600,000,000 in all-risk coverage, $225,000,000 for flood coverage ($200,000,000 in high
hazard areas), and $25,000,000 for earthquake coverage. Boiler and machinery coverage is included up to
$100,000,000. These limits on these excess layers of coverage are not exclusive to the County but apply to
groups of participants in PRISM. There are also several all-risk coverage excess layers of insurance sub-
limits within the property coverage policy subject to deductibles that are self-insured by the County.

Cyber liability coverage is self-insured up to a maximum of $100,000 per claim. Coverage above
$100,000 is provided through a risk pool agreement with PRISM. Policy limits vary based on the type of
loss.

The County is fully self-insured for its medical malpractice exposure arising from providing public
medical and mental health services. Prior to October 7, 1996, the County operated an acute hospital. The
medical staff and resident physicians were covered by the University of California at San Francisco. The
non-physician staff was covered by the County’s self-insurance plan. After that date, the operation of the
hospital was contracted to a local private non-profit hospital. The medical malpractice exposure arising
from County operation of the hospital will diminish over time. On March 25, 2014, medical and mental
health services for the County’s correctional facilities was contracted to a third-party provider, who is
required to maintain its own medical malpractice coverage for exposure under the contract. The current
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provider of these services is California Forensic Medical Group, doing business as Wellpath. The County
employs several physicians and nurses to provide medical services for the County’s mental and public
health programs. It also employs forensic pathologists and autopsy technicians for coroner services. These
medical professionals are covered by the County’s self-insured medical malpractice program.

Self-insured workers’ compensation coverage is provided up to a maximum of $500,000 per
incident. Coverage above $500,000 is provided by participation in a risk pool agreement with PRISM that
provides statutory coverage. The risk pool is reinsured through commercial companies from $5,000,001 to
the statutory limit.

Annual contributions are made by the County to the workers’ compensation, general liability and
medical malpractice programs based upon actuarially recommended funding levels. The reserve for each
program includes the estimated liability for claims filed against the County as well as the estimated cost of
claims incurred but not reported, as projected by an independent actuary. Contributions to the fire and
property, unemployment and vehicle damage programs are based on actual historical claim loss experience.

Settled claims for all programs have not exceeded the commercial coverage in any of the past three
fiscal years. The claims liability of $84,395,000 reported in the Risk Management Fund at June 30, 2019 is
based on the requirement that claims be reported if information prior to the issuance of the financial
statements indicates that it is probable that a liability has been incurred at the date of the financial statements
and the amount of the loss can be reasonably estimated. The ending balance was equal to the beginning
Fiscal Year 2018-19 liability of $80,615,000, plus Fiscal Year 2018-19 claims provision and changes in
estimates of $38,423,000, minus claim payments of $34,643,000.

The following Table 21 sets forth the Risk Management Fund’s claims liability amount for self-
insurance in Fiscal Years 2014-15 through 2018-19.

TABLE 21
COUNTY OF FRESNO
RISK MANAGEMENT FUND CLAIMS LIABILITY - SELF INSURANCE
Fiscal Years 2014-15 through 2018-19
($ in thousands)

Beginning of Current-Year
Fiscal-Year Claims Provision and Balance at
Fiscal Year Liability Changes in Estimates Claim Payments Fiscal Year-End

2014-15 $87,620 $11,215 $(13,030) $85,805
2015-16 85,805 12,066 (17,635) 80,236
2016-17 80,236 16,381 (18,910) 77,707
2017-18 77,707 22,366 (19,458) 80,615
2018-19 80,615 38,423 (34,643) 84,395

2019-20W

Source: County of Fresno Comprehensive Annual Financial Report for Fiscal Years 2014-15 through 2018-19.
@ Estimated.

Indebtedness

Debt Management Policy. The County established the Debt Advisory Committee (“DAC”) in

1993. The DAC is responsible for reviewing all potential financings issued by the County and making

appropriate recommendations to the County Board. The DAC consists of two members from the County
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Board, the County Administrative Officer, the Auditor-Controller/Treasurer-Tax Collector and County
Counsel.

The County Board adopted the County’s Debt Policy (“Debt Policy”) in 2006 to help ensure the
financial stability of the County, to reduce the County’s costs of borrowing, and to protect the County’s
good credit quality through proper debt management. In 2018, the County Board revised the Debt Policy
and renamed it as the County’s Debt Management Policy (“Debt Management Policy”). The Debt
Management Policy provides general guiding policy principles to assist County decision makers and staff
with respect to their debt management decisions and actions, as well as identify approved County financing
methods and limitations on County debt. Such general guiding policy principles include, but are not limited
to, the following: (1) the proposed debt issuance should not be expected to cause financial instability or
uncertainty for the County and the County will not incur debt in such a way that will unduly burden current
or future taxpayers, ratepayers, or residents; (2) the proposed debt issuance should be expected to preserve
the County’s good reputation in the financing markets and the County’s creditworthiness; (3) the total
amount of all outstanding debt, after taking into account proposed debt, shall be reasonable for the County’s
current and foreseeable future anticipated needs; (4) the County will incur debt only for certain reasons; (5)
the proposed debt issuance should be similar to the type of debt that has been successfully issued by
California counties of similar size and the amount of debt should not materially exceed the amount of debt
of other California counties similar to the County; and (6) the proposed debt issuance should not expose
the County to any legal or financial risk greater than that which the County would normally assume in other,
similar financing transactions.

The County has never failed to pay any note, long term indebtedness or lease obligation as and
when due.

Short-Term Financing. The County has a cash management program for its General Fund through
the issuance of tax and revenue anticipation notes. Tax and revenue anticipation notes provide cash flows
to meet County General Fund expenditures during the period prior to the collection of property taxes. The
County has not issued tax and revenue anticipation notes since Fiscal Year 2015-16. The following Table
22 sets forth the principal amounts of the County’s tax and revenue anticipation notes issued for Fiscal
Years 2009-10 through 2018-19.
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TABLE 22
COUNTY OF FRESNO
TAX AND REVENUE ANTICIPATION NOTES
Fiscal Years 2009-10 through 2018-19

Fiscal Year Amount
2009-10 $95,000,000
2010-11 86,000,000
2011-12 78,000,000
2012-13 82,000,000
2013-14 63,000,000
2014-15 65,000,000
2015-16 No Issuance
2016-17 No Issuance
2017-18 No Issuance
2018-19 No Issuance

Source: County of Fresno — Auditor-Controller/Treasurer-Tax Collector.

Long Term Debt. The following Table 23 is a summary of long-term debt obligations payable from
the County’s General Fund.

TABLE 23
COUNTY OF FRESNO
SUMMARY OF LONG-TERM DEBT OBLIGATIONS
Payable from the General Fund
As of June 1, 2020

Final Original Principal Amount
Interest Maturity Principal Amount Outstanding
Rates Date (3 in thousands) (3 in thousands)
Fresno County Taxable Pension Obligation 5.365-5.67% 2032 $153,023 $153,023
Bonds Series 2004A®
Fresno County Taxable Pension Obligation 5.56 2033 75,000 75,000
Bonds Series 2004B
Fresno County Financing Authority Lease 3.00 2022 22,425 4,610
Revenue Refunding Bonds, Series 2012A
Fresno County Financing Authority Lease 3.00-5.00 2030 37,270 28,540
Revenue Refunding Bonds, Series 2016
Total $287,718 $261,175

Source: County of Fresno, Auditor-Controller/Treasurer-Tax Collector.

() Represents the portion of the 2004 Series A Bonds which are capital appreciation bonds. Yields to maturity on the capital
appreciation bonds range from 5.365% to 5.67%. Principal amounts shown in the table for capital appreciation bonds are initial
amounts issued and do not reflect accreted value.
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The following Table 24 sets forth the debt service obligations in each fiscal year for the County’s Pension Obligation Bonds and Lease
Revenue Bonds.

TABLE 24
COUNTY OF FRESNO

Pension Obligation Bonds and Lease Revenue Bonds Annual Debt Service

Pension Obligation Bonds

Lease Revenue Refunding Bonds

2012 Series A

2012 Series A

2004 Series A 2004 Series A 2004 Series B 2004 Series B Refunding Refunding_ 2016 Refunding 2016 Refunding

Fiscal Bonds Bonds Bonds Bonds Bonds Bonds Bonds Bonds Total
Year Principal Interest® Principal Interest Principal Interest Principal Interest Debt Service
2021 $ 12,266,556.00 $ 18,854,295.90 - $ 4,170,000.00 $1,820,000.00 $111,000.00 $2,275,000.00 $1,290,500.00 $40,787,351.90
2022 12,230,704.10  20,862,883.25 -- 4,170,000.00 1,870,000.00 55,650.00 2,385,000.00 1,176,750.00 42,750,987.35
2023 12,162,116.75 22,935,901.15 -- 4,170,000.00 920,000.00 13,80.00 2,505,000.00 1,057,500.00 43,764,317.90
2024 12,109,098.85 25,123,353.00 -- 4,170,000.00 -- -- 2,635,000.00 932,250.00  44,969,701.85
2025 12,016,647.00 27,361,155.25 -- 4,170,000.00 -- -- 2,765,000.00 800,500.00 47,113,302.25
2026 11,963,844.75  29,625,206.85 -- 4,170,000.00 -- -- 2,900,000.00 662,250.00  49,321,301.60
2027 11,969,793.15  31,916,933.40 -- 4,170,000.00 - - 3,050,000.00 517,250.00 51,623,976.55
2028 11,863,066.60 34,516,973.40 -- 4,170,000.00 -- -- 3,200,000.00 364,750.00 54,114,790.00
2029 11,893,026.60 37,127,711.25 -- 4,170,000.00 - - 3,360,000.00 204,750.00 56,755,487.85
2030 11,837,288.75  39,819,668.00 -- 4,170,000.00 -- -- 3,465,000.00 103,950.00 59,395,906.75
2031 11,800,332.00 42,624,675.40 -- 4,170,000.00 -- -- -- -- 58,595,007.40
2032 11,755,324.60  35,630,050.30 -- 4,170,000.00 -- - -- -- 51,555,374.90
2033 9,154,949.70 --  $12,800,000.00 3,814,160.00 - - -- -- 25,769,109.70
2034 -- -~ 62,200,000.00 1,729,160.00 - - -- -- 63,929,160.00

Totals® $153,022,748.85 $366,398,807.15 $75,000,000.00 $55,583,320.00 $4,610,000.00 $180,450.00 $28,540,000.00 $7,110,450.00 $690,445,776.00

Source: County of Fresno, Auditor-Controller/Treasurer-Tax Collector.
@ Includes compounded interest on Capital Appreciation Bonds.
@ Totals may not add due to rounding.
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Civil Assessments. The County entered into a Memorandum of Understanding, dated July 1, 2005
(“Memorandum of Understanding”), with the Superior Court of California of the County of Fresno (the
“Superior Court”), and an agreement dated as of March 13, 2007 with the Superior Court and the Judicial
Council of California, which was then acting by and through the Administrative Office of the Courts (the
“AQC”) (the “Agreement,” and, together with the Memorandum of Understanding, the “MOU”). Under
the MOU, the County receives the net amount of certain civil assessments imposed against defendants who
failed to appear in court for an authorized proceeding (the “Civil Assessments”). The Superior Court
collects the Civil Assessments and pays those monies to the AOC, which, in turn, pays those monies to the
County pursuant to the terms and conditions of the MOU. Presently, up to 50% of the balance, if any,
received by the County from the AOC in accordance with the MOU from Civil Assessments up to $500,000
per court fiscal year for up to a 20-year period, which is expected to end June 30, 2029, may be used by the
County to pay a substantial portion of the base rental payments due under the Lease Agreement (the “2016
Lease Agreement”) entered into in connection with the issuance of the Fresno County Financing Authority
Lease Revenue Refunding Bonds, Series 2016 (the “Series 2016 Lease Revenue Refunding Bonds”). The
amount of Base Rental Payments for the Series 2016 Lease Revenue Refunding Bonds in Fiscal Year 2020-
21 is approximately $3,565,000.

Civil assessment fees have declined in recent years as a result of State legislation such as amnesty
programs for traffic citations and other civil assessment fees. Additionally, as of 2017, the Department of
Motor Vehicles can no longer suspend or withhold drivers’ licenses for failure to pay citations, which has
caused a reduction in collections. There can be no assurances that the County will continue to receive Civil
Assessments. Notwithstanding any insufficiency or delay of any Civil Assessments received by the County,
the County is liable for the Base Rental Payments due under the 2016 Lease Agreement.

The following Table 25 sets forth the amount of Civil Assessments received by the County in Fiscal
Years 2014-15 through 2019-20.

TABLE 25
COUNTY OF FRESNO
CIVIL ASSESSMENT REVENUES
Fiscal Years 2014-15 through 2019-20

Amount of
Fiscal Year Civil Assessments™

2014-15 $5,427,097
2015-16 4,507,027
2016-17 2,311,215
2017-18 2,535,376
2018-19 2,702,051
2019-20@ 1,692,987

Source: Judicial Council of California, Administrative Office of the Courts — Report of Revenues — Superior Court of
California of the County of Fresno.

(™ See text above for a description of the amounts available to pay a portion of the Base Rental Payments due under the
2007 Lease Agreement.

@ Civil Assessment revenues for Fiscal Year 2019-20 reflect revenues collected through 2" Quarter of Fiscal Year 2019-
20.

Lease Obligations. As of June 30, 2019, the County was the lessee under certain capital leases in
effect with respect to real property and equipment used by the County. The following Table 26 sets forth
the minimum lease payments in Fiscal Years 2019-20 through 2022-23 required by the County under capital
leases as of June 30, 2019.
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TABLE 26
COUNTY OF FRESNO
MINIMUM CAPITAL LEASE PAYMENTS
As of June 30, 2019
($ in thousands)

Present Value of Net

Government Activities Total Imputed Minimum Lease
(Fiscal Year ended June 30) Payments Interest Payments
2020 $1,244 $131 $1,113
2021 1,073 76 997
2022 788 33 755
2023 295 __ 6 289
Total $3.400 $246 $3.154

Source: County of Fresno, Comprehensive Annual Financial Report as of June 30, 2019.

Direct and Overlapping Debt

Set forth in the following Table 27 on the following page is a direct and overlapping bonded
indebtedness report as of May 1, 2020 (the “Debt Report™) which was compiled by California Municipal
Statistics, Inc. The Debt Report is included for general information purposes only. The County has not
reviewed the Debt Report for completeness or accuracy and makes no representations in connection
therewith. The Debt Report generally includes long-term obligations sold in the public credit markets by
public agencies whose boundaries overlap the boundaries of the County. Such long-term obligations
generally are not payable from revenues of the County (except as indicated) nor are they necessarily
obligations secured by land within the County. In many cases, long-term obligations issued by a public
agency are payable only from the general fund or other revenues of such public agency.
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TABLE 27
COUNTY OF FRESNO
ESTIMATED DIRECT AND OVERLAPPING BONDED DEBT
As of May 1, 2020

2019-20 Assessed Valuation: $86,787,810,797 (includes unitary utility valuation)

OVERLAPPING TAX AND ASSESSMENT DEBT: % Applicable Debt 5/1/20
Merced Community College District School Facilities Improvement District No. 2 2.684% $ 177,274
State Center Community College District 83.256 129,604,615
West Hills Community College District and School Facilities Improvement Districts 26.611-99.586 36,978,552
Central Unified School District 100. 151,667,733
Clovis Unified School District 100. 345,203,326
Fresno Unified School District 100. 541,355,093
Kings Canyon Joint Unified School District 91.146 69,244,220
Sanger Unified School District 100. 174,284,481
Other Unified School Districts Various 274,250,017
High School and School Districts Various 47,843,074
City of Selma 100. 3,840,000
Hospital Districts 100. 22,290,000
Coalinga-Huron Recreation and Park District 100. 9,135,000
California Statewide Community Development Authority
Community Facilities District No. 2012-01 100. 4,125,000
City Community Facilities Districts 100. 3,075,000
1915 Act Bonds (Estimated) 100. 5,550,452
TOTAL OVERLAPPING TAX AND ASSESSMENT DEBT $1,818,623,837
DIRECT AND OVERLAPPING GENERAL FUND DEBT:
Fresno County General Fund Obligations 100. % $ 33,150,000
Fresno County Pension Obligation Bonds 100. 228,022,749
College Community College District General Fund Obligations Various 7,818,715
Central Unified School District Certificates of Participation 100. 30,947,550
Clovis Unified School District General Fund Obligations 100. 8,045,000
Fresno Unified School District General Fund Obligations 100. 14,380,000
Sanger Unified School District Certificates of Participation 100. 39,720,000
Other School District General Fund Obligations Various 38,164,428
City of Clovis General Fund Obligations 100. 7,992,401
City of Fresno General Fund and Judgment Obligations 100. 155,960,313
City of Fresno Pension Obligation Bonds 100. 116,160,000
Other City General Fund Obligations 100. 11,068,087
Coalinga Regional Medical Center General Fund Obligations 100. 3,990,000
Clovis Memorial Water District General Fund Obligations 100. 3,470,000
TOTAL DIRECT AND OVERLAPPING GENERAL FUND DEBT $698,889,243
OVERLAPPING TAX INCREMENT DEBT (Successor Agencies): 100 % $53,540,425
COMBINED TOTAL DEBT $2,571,053,505@

(1) Excludes issue to be sold.
(2) Excludes tax and revenue anticipation notes, enterprise revenue, mortgage revenue and non-bonded capital lease obligations.

Ratios to 2019-20 Assessed Valuation:

Total Overlapping Tax and Assessment Debt ............ccoovverevrieneivinnens 2.10%
Combined Direct Debt ($261,172,749)
Combined Total DEDL....