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Team

The Issuer: City of Bell
= Tineke (Tina) Norrdin, Finance Director

Municipal Advisor: KNN Public Finance, LLC
= David Brodsly, Managing Director

Underwriter: Stifel Jose Vera, Managing Director

Rating Agency: S & P Global Ratings
= Ben Geare, Associate Director
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The Downfall
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LA Times Reports Bell Scandal: Headlines

“Is a city manager worth $800,0007?*

« July 15, 2010 (“Top officials are paid double or triple the salaries of their
counterparts elsewhere.”)

 “Bell leaders hauled off in cuffs”

« September 22, 2010 (“Eight current and former Bell city leaders were arrested
on charges of misappropriating more than $5.5 million.”)

« “Bell's Rizzo sentenced to 12 years in prison”
« April 16, 2014 (also ordered to pay $9 million in restitution)

* “Former Bell second-in-command gets 11 years in prison for corruption”
« April 10, 2014 (“Must also pay the City $8 million.”)

« “5 former council members plead no contest to misappropriating public
funds’

« April 9, 2014 (“Ending prosecutions in the corruption case.”)
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Fallout

= Resignation of officials, recall of Council
= A complete turnover of staff and a scramble for staffing
= Multiple investigations and audits (State Controller, SEC, IRS)

= The State Controllers’ office found, among its many findings, that the
City’s financial internal control system was, in effect, non-existent.

= The former CAO had complete control and discretion over how city funds were
to be used

Settlement with IRS

. City paid General Funds to settle for over-issuance of general obligation
bonds

Litigation with a private lender triggered by payment default
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Rebuilding Bell: FY 2012 — 2013

LA Times: “Bell faces 'fiscal crisis' after corruption scandal, audit finds.”
- Affirmative decision to avoid filing for bankruptcy protection

. City three years behind in annual audits

- Bank statements had not been reconciled for more than two years

= General Fund fund balance was $200,000 (after audits completed)

55 different lawsuits pending

Bell’s new Council and citizens demanded justice

- Tender and defeasance of general obligation bonds with unspent proceeds
allowed City to lower tax rates

Hired talented and committed Department Heads

=  Commitment to transparency
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Rebuilding Bell: FY 2013 — 2014

» Focused bare-bones budgets on effective service provision to the
community

. Minimized expenses and limited staffing

= $25.7 million one-time infusion of cash created a strong General Fund
reserve

=  Sold land for $15.2 million
. Collected $5.7 million in legal settlements from former City management

. Collected $4.8 million from the liquidation of an illegally—devised
supplemental retirement program
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Rebuilding Bell: FY 2015 — 2018

=  Continued commitment to transparency, effective service provision,
minimizing expenses and limiting staffing

» |ssued timely financial reports

= Produced first CAFR and received GFOA award for Excellence in
Financial Reporting

» Became compliant with annual debt disclosure requirements
=  Aggressive pursuit of Economic Development opportunities

=  City has completed all 34 of the recommendations by State Controller’s
Office audits
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Bringing Bell Back to the Market

A refunding motivated by savings and the opportunity for redemption

»  First step was hiring a financial advisor

= Negotiated sale and underwriter selection

» Rating agency selection

m Taxable series
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Ben Geare
Associate Director
benjamin.geare@spglobal.com
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S&P Rating History

GO Ratings

May 21, 2009: Upgraded to A-/stable
from BBB+ citing “maintenance of very
strong fund balances”

Aug 10, 2010: Lowered to BB from A-,
placed on CreditWatch Negative; based

on our assessment of city’s “ability and
willingness to pay”

Sept 29, 2010: All ratings on the city
withdrawn; based on “lack of timely
information made available by the city”

S&P Global
Ratings

Key Events in 2010

July 10, 2010: LA Times breaks first
story on high pay of city administrators

July 23, 2010: The city administrator,
assistant administrator and police chief
resigned, while the mayor and the city
council continued to govern the city

Sept 22, 2010: CA SCO releases first of
four audits on the city; “Bell 8” are
arrested

Nov 1, 2010: City defaults on $35 million
payment to Dexia for 2007 LRB



Reviewing the Credit

City's political leadership and senior administrative staff completely
turned over since the criminal activity was revealed in 2010

The most significant legal liabilities the city faced were resolved:

— Investigations by the IRS and the SEC

—  Lawsuit over the city's defaulted 2010 payment to Dexia Credit Local had
been resolved

CA State Controller's Office has not officially confirmed that the city
has addressed all 34 internal control recommendations contained in
the four audits that were released in 2010 following the scandal

— However, based on conversations with the city's current auditor, in our
view the city adequately responded to the recommendations

Three years of timely, clean audits
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Where the rating came out

« BBB+ with stable outlook * Credit committee’s assessment of
management:
» Very strong budgetary flexibility
— Available fund balance in fiscal 2017 of 95% » City has struggled to maintain
of operating expenditures, or $14.5 million administrative staff in key positions. In our
view, this turnover:
- Strong budgetary performance — Caused material financial impacts
— Operating surpluses of 4.0% of expenditures — Slowed the city's ability to rebuild its internal
in the general fund and of 2.3% across all control infrastructure; and
governmental funds in fiscal 2017 — Inhibited the institutional memory necessary
to promptly carry out various political and
« Strong liquidity legal reforms
— Total government available cash at 116.9% of _ _
total governmental fund expenditures and * As a consequence, we believe this
7.3x governmental debt service in 2017 turnover has limited management's overall
understanding of the city's financial
» Very weak debt and contingent liability position and inhibited management's
profile; weak economy ability to promptly execute its duties
S&P Global
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Marketing Points: The New Bell

=  New Council and Management
= Focused on internal control and conservative financial practices

=  Completed all 34 of the recommendations by State Controller’s
Office audits

= Remarkably Strong Finances
»= Available fund balance equal to 133% of revenues

= A property tax override that finances most pension and OPEB
expenditures

»  Solid Working-Class Community
=  Median household income is 69% of County average
= AV per capitais $48,370
= Home ownership rate of 27.8%

=  Well Diversified Land Use
= Residential Accounts for 62.2% of the FY 2018 Assessed Value
= Single Family Residence — 26.7%
= 2-4 Residential Units — 24.0%
= 5+ Residential Units — 10.7%

= The inherent strengths of the California GO

City of Bell
General Obligation Refunding Bonds,
Series 2018A & Series 2018B (Federally Taxable)

Date of Presentation: March 22, 2018
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Marketing and Pricing IPREO Order
= Access to Capital Markets Monitor Snapshot

» Restored City’s rating to an investment grade level

Orders
= City Received Competitive Insurance Bids Summary Received: - Ve

$59 million
= Ultimately insured by Build America Mutual (BAM)
= ‘AA’ Insurance assisted with expanding investor

$59 230 (2.2x)

audience
= Received 61 Individual Orders for total of $59.2 $24,520 o
Million e
= Comprised of 90% institutional and 10% retail

»  Stifel Underwrote $2.3 million

$26,820,000 BELL (CITY OF) GENERAL OBLIGATION REFUNDING BONDS

Investors

Managers

B Retail 10% @ Institutional 90% B Stock 0%

N 31x

Investors by Type

3.8x

20
23 2 1.6x 1.0 0% 1.0 &% 8% 11 14 10 I
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FInanCI ng ReSU ItS Tax-Exempt Repricing After the Order Period

[ ] I nvestor I nte rest Led to Lower Pricing Date Proposed Final - May 23, 2018 h Preliminary Pricing - May 22, 2018
AAA . Change s
H Yiel AAA A Yiel
Ylelds Year Coupon Yield AUG i€ld from Coupon Yield UG Vield

Spread

. MMD  Spread
MMD Prelim

" Tax-Exempt Yields Repriced 2019 3.000 1740  1.730 +1 -14 3.000 1.880 1730 +15
2020 4000 1980 1860  +12 -13 4000 2110  1.860  +25

Lower by 1Qb.ps on average 2021 5000 2200 1950  +25 -10 5000 2300 1950 +35
from Pre-Pricing 2022 5000 2320 2020  +30 -10 5000 2420 2020 +40
2023 2250 2450 2100  +35 -10 5.000 2550  2.100  +45

» Taxable Term Bonds Lower by 2024 5000 2570 2220 435 -5 5.000  2.670 2220  +45
2025 5000 2680 2330  +35 -10 5000 2780  2.330  +45

S bps on average 2026 5000 2.810 2430  +38 -10 5000 2910 2430 +48

. . 2027 5000 2900  2.500  +40 -L0 5000 3.000 2500  +50

. Cash Flow SaVlngS- 2028 5000 3.010  2.560  +45 -10 5000 3110 2560  +55
. 2029 5000 3.110  2.610  +50 -10 5000 3210 2610 +60

= Tax-Exempt Ref 2004: $1.50 2030 5000  3.190 2660  +53 -10 5000  3.290  2.660  +63
Million 2031 5.000 3.240 2690  +55 -10 5.000  3.340  2.690  +65

. 2032 5000 3290  2.740 455 -10 5000  3.390  2.740  +65

» Taxable Ref 2007: $2.64 Million 2033 3375 3590 2790 480 -10 3375 3690  2.790  +90

2034 3.375 3.640 2.840 +80 -10 3.500 3.740 2.840 +90

= Aggregate: $4.14 Million

Date 1/23/2018 3/1/2018 4/4/2018 5/1/2018 Prelim. Pricing |Final Pricing
Par Amount 26,040,000 24,725,000 26,420,000 26,785,000 26,860,000 26,765,000
Available Tax Revenues 2,500,000 3,948,484 2,792,630 2,527,082 2,500,000 2,500,000
Rating Assumption A- A- A- BBB+ BBB+ BBB+
10 Year MMD 2.21% 2.47% 2.43% 2.50% 2.52% 2.51%
TIC 3.90% 4.04% 3.95% 4.21% 4.08% 4.00%
Avg. Annual Debt Service 2,021,398 1,963,597 2,048,341 2,120,857 2,083,790 2,069,564
Avg. Annual Savings 320,778 303,485 233,866 175,191 202,003 216,229
NPV Savings ($) 1,847,771 1,836,547 1,881,849 1,114,278 1,612,631 1,816,204
NPV Savings (%) 6.40% 6.36% 6.52% 3.86% 5.58% 6.29%
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Copyright © 2018 by Standard & Poor’s Financial Services LLC. All rights reserved.

No content (including ratings, credit-related analyses and data, valuations, model, software or other application or output therefrom) or any part thereof (Content) may be
modified, reverse engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the prior written permission of Standard
& Poor’s Financial Services LLC or its affiliates (collectively, S&P). The Content shall not be used for any unlawful or unauthorized purposes. S&P and any third-party providers,
as well as their directors, officers, shareholders, employees or agents (collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or availability of the
Content. S&P Parties are not responsible for any errors or omissions (negligent or otherwise), regardless of the cause, for the results obtained from the use of the Content, or
for the security or maintenance of any data input by the user. The Content is provided on an “as is” basis. S&P PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED
WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM
FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT'S FUNCTIONING WILL BE UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE
WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no event shall S&P Parties be liable to any party for any direct, indirect, incidental, exemplary, compensatory,
punitive, special or consequential damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and opportunity costs or losses
caused by negligence) in connection with any use of the Content even if advised of the possibility of such damages.

Credit-related and other analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and not statements of fact.
S&P’s opinions, analyses and rating acknowledgment decisions (described below) are not recommendations to purchase, hold, or sell any securities or to make any investment
decisions, and do not address the suitability of any security. S&P assumes no obligation to update the Content following publication in any form or format. The Content should
not be relied on and is not a substitute for the skill, judgment and experience of the user, its management, employees, advisors and/or clients when making investment and
other business decisions. S&P does not act as a fiduciary or an investment advisor except where registered as such. While S&P has obtained information from sources it
believes to be reliable, S&P does not perform an audit and undertakes no duty of due diligence or independent verification of any information it receives.

To the extent that regulatory authorities allow a rating agency to acknowledge in one jurisdiction a rating issued in another jurisdiction for certain regulatory purposes, S&P
reserves the right to assign, withdraw or suspend such acknowledgement at any time and in its sole discretion. S&P Parties disclaim any duty whatsoever arising out of the
assignment, withdrawal or suspension of an acknowledgment as well as any liability for any damage alleged to have been suffered on account thereof.

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective activities. As a result,
certain business units of S&P may have information that is not available to other S&P business units. S&P has established policies and procedures to maintain the
confidentiality of certain non-public information received in connection with each analytical process.

S&P may receive compensation for its ratings and certain analyses, normally from issuers or underwriters of securities or from obligors. S&P reserves the right to disseminate
its opinions and analyses. S&P's public ratings and analyses are made available on its Web sites, www.standardandpoors.com (free of charge), and www.ratingsdirect.com and
www.globalcreditportal.com (subscription), and may be distributed through other means, including via S&P publications and third-party redistributors. Additional information
about our ratings fees is available at www.standardandpoors.com/usratingsfees.

Australia
Standard & Poor's (Australia) Pty. Ltd. holds Australian financial services license number 337565 under the Corporations Act 2001. Standard & Poor’s credit ratings and related
research are not intended for and must not be distributed to any person in Australia other than a wholesale client (as defined in Chapter 7 of the Corporations Act).

STANDARD & POOR'S, S&P and RATINGSDIRECT are registered trademarks of Standard & Poor’s Financial Services LLC.
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KNN Disclaimer

Pursuant to Municipal Securities Rulemaking Board (“MSRB”) Rule G-42, on Duties of Non-Solicitor Municipal Advisors, Municipal Advisors are
required to make certain written disclosures to clients which include, amongst other things, Conflicts of Interest and any Legal or Disciplinary
events of KNN Public Finance, LLC (“KNN Public Finance”) and its associated persons.

Conflicts of Interest

KNN Public Finance represents that in connection with the issuance of municipal securities, KNN Public Finance may receive compensation
from an Issuer or Obligated Person for services rendered, which compensation is contingent upon the successful closing of a transaction and/or
is based on the size of a transaction. Consistent with the requirements of MSRB Rule G-42, KNN Public Finance hereby discloses that such
contingent and/or transactional compensation may present a potential conflict of interest regarding KNN Public Finance’s ability to provide
unbiased advice to enter into such transaction. This conflict of interest will not impair KNN Public Finance’s ability to render unbiased and
competent advice or to fulfill its fiduciary duty to the Issuer.

If KNN Public Finance becomes aware of any additional potential or actual conflict of interest after this disclosure, KNN Public Finance will
disclose the detailed information in writing to the Issuer in a timely manner.

Legal or Disciplinary Events

KNN Public Finance, LLC, has never been subject to any legal, disciplinary or regulatory actions nor was it ever subject to any legal, disciplinary
or regulatory actions previously, when it was a division of Zions First National Bank or Zions Public Finance, Inc.

A regulatory action disclosure has been made on Form MA-I for one of KNN Public Finance municipal advisory personnel relating to a 1998
U.S. Securities and Exchange Commission (“SEC”) order that was filed while the municipal advisor was employed with a prior firm, (not KNN
Public Finance). The details of which are available in Item 9; C(1), C(2), C(4), C(5) and the corresponding regulatory action DRP section on
Form MA and ltem 6C; (1), (2), (4), (5) and the corresponding regulatory action DRP section on Form MA-I. Issuers may electronically access
KNN Public Finance’s most recent Form MA and each most recent Form MA-I filed with the Commission at the following website:
www.sec.gov/edgar/searchedgar/companysearch.html.

The SEC permits certain items of information required on Form MA and Form MA-I to be provided by reference to such required information
already filed on a regulatory system (e.g., FINRA CRD). The above noted regulatory action has been referenced on both Form MA and MA-I
due to the information already filed on FINRA’s CRD system and is publicly accessible through BrokerCheck at http://brokercheck.finra.org. For
purposes of accessing such BrokerCheck information, the Municipal Advisor's CRD number is 4457537.
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Stifel Disclaimer

Disclosure

Stifel, Nicolaus & Company, Incorporated (“Stifel”) has prepared the attached materials. Such material consists of factual or general information
(as defined in the SEC’s Municipal Advisor Rule). Stifel is not hereby providing a municipal entity or obligated person with any advice or making
any recommendation as to action concerning the structure, timing or terms of any issuance of municipal securities or municipal financial
products. To the extent that Stifel provides any alternatives, options, calculations or examples in the attached information, such information is
not intended to express any view that the municipal entity or obligated person could achieve particular results in any municipal securities
transaction, and those alternatives, options, calculations or examples do not constitute a recommendation that any municipal issuer or obligated
person should effect any municipal securities transaction. Stifel is acting in its own interests, is not acting as your municipal advisor and does
not owe a fiduciary duty pursuant to Section 15B of the Securities Exchange Act of 1934, as amended, to the municipal entity or obligated party
with respect to the information and materials contained in this communication.

Stifel is providing information and is declaring to the proposed municipal issuer and any obligated person that it has done so within the
regulatory framework of MSRB Rule G-23 as an underwriter (by definition also including the role of placement agent) and not as a financial
advisor, as defined therein, with respect to the referenced proposed issuance of municipal securities. The primary role of Stifel, as an
underwriter, is to purchase securities for resale to investors in an arm’s- length commercial transaction. Serving in the role of underwriter, Stifel
has financial and other interests that differ from those of the issuer. The issuer should consult with its’ own financial and/or municipal, legal,
accounting, tax and other advisors, as applicable, to the extent it deems appropriate.

These materials have been prepared by Stifel for the client or potential client to whom such materials are directly addressed and delivered for
discussion purposes only. All terms and conditions are subject to further discussion and negotiation. Stifel does not express any view as to
whether financing options presented in these materials are achievable or will be available at the time of any contemplated transaction. These
materials do not constitute an offer or solicitation to sell or purchase any securities and are not a commitment by Stifel to provide or arrange any
financing for any transaction or to purchase any security in connection therewith and may not relied upon as an indication that such an offer will
be provided in the future. Where indicated, this presentation may contain information derived from sources other than Stifel. While we believe
such information to be accurate and complete, Stifel does not guarantee the accuracy of this information. This material is based on information
currently available to Stifel or its sources and is subject to change without notice. Stifel does not provide accounting, tax or legal advice;
however, you should be aware that any proposed indicative transaction could have accounting, tax, legal or other implications that should be
discussed with your advisors and /or counsel as you deem appropriate.
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