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City of San Diego Debt Policy

APPENDIX A — SPECIAL DISTRICT FORMATION AND FINANCING POLICY

10.1 Overview

The following Special District Formation and Financing Policy is enacted to provide a uniform guideline
for Community Facilities District (“CFD”) and 1913/1915 Act Assessment District formation and
financing. A Special District is typically formed to provide funding for public infrastructure in
connection with new development, but may also be formed to finance improvements pertaining to
developed properties. Subject to voter approval and once a district is formed, special taxes or assessments
may be levied upon properties within a district to directly pay for facilities, and, in certain cases, services.
Special taxes or assessments may also be levied to repay bonds issued to finance public improvements.

The City expects that private developers should have primary responsibility for providing public
infrastructure required in connection with new development. With this policy as a guideline, the City will
continue to consider requests for Special District formation and debt issuance to finance such public
infrastructure when the requests address an extraordinary public need or benefit. However, due to the
significant burden placed on the City to provide these conduit financings, and in light of potential impacts
to the City’s debt position, the Chief Financial Officer, working with the Debt Management Director, will
consider each application for Special District debt issuance on a case by case basis, and may not proceed
with such financing if it is determined that the financing could be detrimental to the debt position or best
interests of the City.

This Special District Formation and Financing Policy is specific to Special Districts and supplemental to
the City’s Debt Policy. As such, guidelines provided in the City’s Debt Policy would, in many cases, also
be applicable to Special Districts. In addition, the City will adhere to all state and federal laws
concerning the issuance of Special Districts related debt.

The City’s Special District Formation and Financing Policy is specifically designed to:

= Establish parameters for the Special District formation and financing processes

»  Assist concerned parties in following the City’s approach for forming districts and issuing any
related debt

* Facilitate the actual formation and financing processes by establishing important policy guidance
in advance

= Amend and restate the City’s Local Goals and Policies (currently set forth within Council Policy
800-03) for CFD formation and financing, as required by Section 53312.7 of the California
Government Code
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10.2  Background: Types of Special Districts

This Special District Formation and Financing Policy is intended to provide a uniform guideline for
Community Facilities District (“CFD”)! and 1913/1915 Act® Assessment District formation and
financing. These Special Districts are primarily developer initiated, whereby a developer seeks a public
financing mechanism to fund public infrastructure required of it by the City in connection with
development permits or agreements, and/or tentative or subdivision maps. Special District formation may
also be initiated by an established community.

It is important to note that the formation and debt issuance processes related to Special Districts may be
considered as distinct activities. That is, districts may be established and the assessments or special taxes
levied could pay directly for improvements and in certain cases, services. Alternatively, associated bonds
may be issued by such districts to finance improvements, in which case the debt service would be paid
with assessment or special tax revenues.

A. Community Facilities District Financing — Mello-Roos Bonds

The Mello-Roos Community Facilities Act of 1982 (the “Mello-Roos Act™) was enacted
by the State to help growing areas finance certain essential public facilities that typically
accompany major development projects. The Mello-Roos Act permits a public agency to
create a defined area within its jurisdiction and, by a two-thirds majority vote of the
registered voters within the district (or, if there are fewer than 12 registered voters,
through a landowner vote), levy a special tax within the district to pay directly for public
improvements or services, or pay debt service on bonds issued to finance improvements.
CFD, or Mello-Roos, Bonds are not fiscal obligations of the City, and are limited
obligations of the CFD, payable solely from special taxes levied upon property within the
district. The special taxes are calculated and levied pursuant to a Rate and Method of
Apportionment, or tax formula. Under the Mello-Roos Act, the formula must be
reasonable.

Formation of a CFD may be initiated by the legislative body on its own or when the
appropriate request or petition, as defined by the Mello-Roos Act, is filed with the City.
The financed public facilities must ultimately be owned and operated by a public entity,
such as the City, and may include, among other things, parks, libraries, police and fire
facilities, roadways, and water and sewer infrastructure improvements that have a useful
life of five years or more. In accordance with Section 53313 of the California
Government Code, CFDs may also provide funds for certain public services, including
police and fire services, and recreation program services so long as they are in addition
to, and do not supplant, services already provided within the territory.

B. Assessment District Financing

' The Mello-Roos Community Facilities Act of 1982 permits a public agency to levy a special tax within a defined
area to finance certain essential facilities, or to pay for certain services, when specific voting requirements are met.

2 An Assessment District may be formed pursuant to the Streets and Highways Code Municipal Improvement Act of
1913. The associated bond acts, also contained within the Streets and Highways Code, include the Improvement
Bond Act of 1915 and the Refunding Act of 1984, which provide for the issuance of bonds under various assessment
proceedings and the refunding of assessment bonds, respectively.
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The Municipal Improvement Act of 1913 provides for a local agency to form an
Assessment District to finance certain infrastructure, including roadways, water and
sewer facilities, storm drains, and other improvements often required in connection with
new development. Assessment Districts formed under this Act may also finance, but in
very limited circumstances, maintenance services. Assessment Districts may also be
formed to provide for, among other things, the undergrounding of overhead utility lines
or the abatement of hazardous geological conditions, upon a successful petition signed by
owners of property who want the improvement.

An Assessment District must include all properties that will benefit directly from the
improvements to be constructed, and formation of the district requires an election in
which at least 50% of property owners vote in favor of the district. If an Assessment
District is formed, the City may levy assessments that can be utilized to directly finance
the public improvements, or may be pledged to support debt service on bonds, which may
be issued under the Improvement Bond Act of 1915. The assessments that are levied
upon each parcel must be based upon the direct and special benefit received by the
property.

10.3  Considerations for Authorization of Special District Financing

The formation and financing processes related to Special Districts may be considered as two distinct
processes. In order for a financing process to occur, a formation process is also necessary. However, a
district could be formed without an associated bond financing. In this case, the special taxes or
assessments that are levied would provide revenues to pay directly for public improvements, or, in certain
cases, services (versus paying debt service on bonds issued to finance improvements). The following
guidelines generally relate to the financing process for Special Districts.

A.

Credit Considerations

It is the City’s policy to exercise caution in approving requests for Special District
financing and that each request be weighed in the context of the City’s total infrastructure
and financing needs. Although the rating agencies consider Special District financings as
overlapping debt (as compared to direct debt), if, and to the extent, the City’s overlapping
debt burden is viewed as excessive, there could be an impact to the City’s credit. Such an
impact could increase the costs of all future City bond financings. In light of potential
impacts to the City’s debt position, the Chief Financial Officer will consider each
application for Special District financing on a case by case basis, and may not
recommend such financing if it is determined the financing could be detrimental to the
City’s overall debt position or the best interests of the City.

Extraordinary Public Benefit

With respect to CFD financing, the applicant should demonstrate that a proposed project
will provide an extraordinary public benefit. This condition may be met if at least one of
the following criteria is satisfied:
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Regional Benefit — The improvements must be generally large in scope, and provide a
community-wide or regional benefit. Examples of regional improvements are libraries,
fire stations, and transportation improvements that result in a significant net improvement
to the regional transportation system, and parks and recreational improvements of a
unique or otherwise significant nature that are anticipated to serve residents from across
the City.

Additional Public Benefits — The proposed improvements must provide some other
extraordinary benefit which otherwise would not be realized through the normal
subdivision process. Examples of this type of benefit would include: the provision of the
proposed improvements in a more timely fashion; facilitating a project that multiple
properties/developments are responsible for providing; facilitating a City adopted
redevelopment project; the provision of environmental benefits; the provision of public
infrastructure undertaken in connection with affordable housing; or a similar benefit that
the City finds acceptable.

G Competing Projects

The City’s ability to provide the resources necessary to implement new Special District
financings must be considered in the context of competing needs for general City and
Water and Wastewater Utility debt issuances. Also, priority for Special District financing
will generally be given to the projects that will confer the greater level of benefit to the
City’s residents.

It is the City’s policy that bond financing will not generally be utilized in conjunction
with the formation of smaller districts, defined as projects totaling in the $3.0 million -
$5.0 million range. Such projects often benefit only a relatively small number of
property owners. For projects under $3.0 million to $5.0 million, bond financing is not
typically cost effective. Due to these factors, the allocation of limited staff resources
would not generally be justified in relation to the City’s other financing priorities. In
these cases, an Assessment District may be formed, followed by a one-time enrollment of
assessments to pay for the subject public facilities directly.

D. Administrative Considerations

Although Special District financings are not fiscal obligations of the City, the City is
required to provide extensive on-going annual disclosure with respect to each Special
District financing in conformance with federal securities laws, and must also perform
extraordinary on-going administrative work. Such work includes the calculation,
enrollment, and collection of special taxes and assessments each year, the monitoring of
delinquency activity and conducting of foreclosure activities if certain delinquency
thresholds are reached, the calculation and processing of pre-payments and subsequent
updating of debt service schedules, and preparation of additional annual disclosure
pursuant to State law. In its assessment of each application for Special District financing,
consideration will also be given to the significant burden placed on the City’s limited
resources to administer these conduit financings for the term of the bonds.
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10.4

Recommended Method of Special District Financing

The generally recommended method of Special District financing is CFDs due to the
following factors:

Flexibility of Taxing Formula: CFD financing offers more flexibility with
respect to the taxing formula as compared to Assessment District financing (e.g.,
publicly owned property, such as property owned by a school district or the City,
can be exempted from the payment of special taxes, and low income housing can
be assessed a nominal special tax thereby easing the burden on such properties).

Eligible Facilities: CFDs offer more flexibility than Assessment Districts with
respect to the types of facilities and services that may be funded. In addition,
eligible facilities under Assessment Districts are limited to facilities located
within the district; this is not the case for CFDs.

Credit Strength: For a given project, CFD Bonds are perceived to be a stronger
credit than Assessment District Bonds because the Mello-Roos Act permits
greater than 100% debt service coverage and allows an administering agency to
factor in a certain amount for delinquencies in the annual enrollment of special
taxes. Comparatively, only 100% debt service coverage is permitted with respect
to Assessment Districts and there is no allowance for delinquencies.

On-Going Costs: CFDs are less resource intensive than Assessment Districts to
administer on a post debt issuance basis (e.g., for Assessment Districts, any
changes in parcel configuration require a costly and time-intensive
reapportionment process under the State law).

Unless circumstances warrant otherwise, it is the policy of the City to support CFD financing
versus Assessment District financing for a given project. However, as noted above, in the case of
districts that would finance smaller projects, such as those pertaining to established communities,
an Assessment District may be more appropriate. In such cases, a one-time enrollment of
assessments (versus a bond financing) may also be recommended.

Eligible Public Facilities and Priorities

A.

Ownership and Useful Life of Proposed Facilities

The improvements eligible to be financed must be owned by a public agency or public
utility, and must have a useful life of at least ten years.

Tvypes of Eligible Facilities

The list of public facilities eligible to be financed by a CFD may include, but is not
limited to the following: streets, highways, and bridges; water, sewer, and drainage
facilities; parks; libraries; police and fire stations; traffic signals and street lighting;
recreation facilities; governmental facilities; flood control facilities; environmental

mitigation measures; and public rights-of-way landscaping.
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2, Priority of Facilities

In general, with respect to CFDs, none of the types of facilities listed under Section
10.4.B. will have priority over the others; however, when a developer submits an
application to finance more than one eligible facility, the applicable City departments
(e.g., the Library Department, the Park and Recreation Department, Engineering &
Capital Projects, City Planning and Community Investment, etc.) will confer and
determine the priority based on the estimated impacts (i.e., benefits conferred) of the
eligible projects to the district and surrounding impacted communities.

D. Joint Communities Facilities Agreement(s)

Under Section 53316.2 of the California Government Code, a CFD may be formed to
finance facilities owned or operated (or to fund services to be provided) by an entity other
than the agency that created the district, if a Joint Communities Facilities Agreement
(JCFA) or a joint exercise of powers agreement is adopted. The City will not enter into a
JCFA or joint exercise of powers agreement for a CFD proposed to be formed by another
public agency unless:

= The proposed CFD complies with the provisions of this Special District
Formation and Financing Policy with regard to Sections 10.6 (C), *Maximum
Tax and Assessment Rates,” Section 10.8 (C) “Disclosure to Prospective
Purchasers of Property,” as well as any other provisions the Debt Management
Director may deem applicable to the proposed CFD;

- The applicant/developer requesting CFD financing provides funds to reimburse
City costs incurred to review and approve the JCFA.

All disclosures provided to prospective property owners within a CFD formed by another
public agency in which the City has entered into a JCFA shall clearly specify that such
public agency is solely responsible for the CFD, including formation of the CFD, the levy
and administration of special taxes, and the bond financing.

E. Services

Consistent with recent trends in other municipalities across the State, the Chief Financial
Officer, working with the Debt Management Department, recommends that services be
included among the list of authorized items to be financed through a new CFD. Under
Section 53313 of the California Government Code, a CFD may finance any one or more
of the following types of services so long as they are in addition to the services provided
in the territory before the district was established and do not supplant services already
available in such territory: police protection services; fire protection services; recreation
program services; library services; maintenance of parks, parkways, and open space; and
flood and storm protection services.

In general, the City would expect that when a CFD provides for public facilities that
require on-going City operations and/or maintenance (or when the impacts of the new
development create other on-going service demands within the area), a mechanism would
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be established to off-set a portion of those associated costs through the CFD. Methods
that could be employed may include: (1) the incorporation of some pre-determined
amount into the special tax formula for services; or (2) a provision in the special tax
formula that special taxes would be levied up to the maximum tax rates, with any
amounts collected over and above the amount needed for debt service, replenishment of
the Debt Service Reserve Fund, administrative costs, and any other periodic items
required in connection with a bond issuance, to be allocated for services. The City will
have complete discretion as to the method of incorporating a services component into the
CFD, and would consult with its Bond Counsel and special tax consultant in developing
the appropriate mechanism.

10.5 Credit Quality Requirements for Bond Issuances

It is the objective of the City to minimize the credit risks associated with Special District bonds. To this
end, the following policies are established:

A.

Value of Propertv

Bonds shall be sold in connection with a district or improvement area only if the value of
each individual parcel of real property that would be subject to the special tax or
assessment is at least four times the share of the bond principal allocable to such parcel
and the share of principal allocable from any other outstanding bonds that are secured by
a special tax or special assessment levied on the parcel. On a case by case basis, the City
reserves the right to require a higher value to lien ratio. In determining the value to lien
ratio, either assessed values for individual properties may be obtained from the County of
San Diego Assessor’s Office or the City may utilize an appraisal prepared by an
independent appraiser under contract to the City.

To meet this policy, property owners may elect to prepay special taxes to comply with
this requirement. In certain circumstances, the City may allow property owners to meet
this requirement through the provision of credit enhancements to the satisfaction of the
City. Also, in certain circumstances, the City reserves the right to require the provision
of credit enhancement to the satisfaction of the City. These enhancements may include
letters of credit or other appropriate assurance.

Debt Service Coverage for CFD Bonds

The maximum tax rate adopted in each CFD must provide a minimum of 110% coverage
of debt service (excluding earnings on a Debt Service Reserve Fund) in order to finance
delinquencies out of special tax revenues.

Capitalized Interest

Generally, for Special District financings, a capitalized interest account would be
established from bond proceeds if such proceeds are necessary to pay principal and
interest on the bonds prior to the enrollment and receipt of the first year of special taxes
and assessments for the district. A capitalized interest account should be established if it
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will improve the credit quality of the bonds and result in lower borrowing costs. In no
event will the capitalized interest period exceed two years.

D. Debt Service Reserve Fund

A Debt Service Reserve Fund should be established for Special District financings. At
minimum, the Debt Service Reserve Fund for Special District financings should be the
least of (i) maximum annual debt service on the bonds; (ii) 125% of average annual debt
service on the bonds; or (iii) 10% of the original principal amount of the bonds.

E- Maturity Date

No bonds shall be issued with a maturity date greater than the expected useful life of the
facilities or improvements being financed.

F. Acquisition Type Districts

Unless there are extraordinary circumstances, Special Districts will be formed as
acquisition type districts whereby a developer will be reimbursed for projects only when
discrete, useable facilities are deemed completed by the City, as opposed to merely
completing a section of a facility. Acquisition type districts present stronger credit
features, and better assures that the public facilities, which are ultimately paid for by
assessment and special tax payers, are completed.

G. Third Party Guarantee of Special Tax and Assessment Payments During Project
Development

The greatest exposure to default on Special District bonds is the period between the
issuance of bonds and project stabilization. The risk of default is increased when only a
single or a few property owners are responsible for the special assessment or special tax
payments. While the City’s credit is not pledged to support the bonds, a default on
Special District bonds can negatively impact the investment community’s perception of
the City.

To minimize the risk of default, the City may require a third party guarantee for the
annual special tax or assessment payments within a district while the project is being
developed and until there is significant absorption of the new development. The need for,
nature, and duration of any third party guarantees will be evaluated by the City and its
Financing Team on a case by case basis. However, a third party guarantee, such as a
letter of credit (*LOC™), would be specifically required of a property owner/developer in
each year in which the property owner/developer owns or leases property within the
district which is responsible for 20% or more of the special taxes or assessments levied to
support the repayment of bonds; the LOC would provide for 100% of the of the special
tax or assessment levy due in each applicable fiscal year for property owned or leased by
such property owner/developer. If required, the third party guarantee must be provided
within five days of the Resolution of Issuance.

Third party guarantees may include letters of credit, surety bonds, or some other
mechanism which assures payment of special taxes or assessments while the project is
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being developed. When LOCs are required, they must meet any City standards for LOCs
that exist at the time the LOC is provided.

Foreclosure Covenants

Because Special District financings are generally solely secured by liens against property
within the district, the investment market expects to see appropriate foreclosure
covenants. Foreclosure covenants would compel the City to take action to file a
foreclosure lawsuit against a parcel when certain delinquency thresholds are reached. For
each financing, the Debt Management staff and its consultants will analyze key aspects of
the district (e.g., number of parcels, special tax/assessment rates, and debt service) to
structure foreclosure covenants in a manner that reduces the likelihood of a shortfall in
special taxes/assessments to pay debt service.

10.6 Tax and Assessment Allocation Formulas

A.

Calculation and Allocation of Special Taxes and Assessments

Special Assessments — By law, the amount of an assessment must directly reflect the
benefit received from the improvement. Typically, this means the total cost of the
project, including any financing costs, is spread to property owners based on the
appropriate property-based measure of benefit. The City will hire an outside assessment
engineer, which specializes in the area of calculation and allocation of special
assessments, to develop the appropriate assessment spread methodology.

Special Taxes — Significant flexibility is allowed for structuring CFD special taxes
because the law does not require a direct relationship between the tax and the benefit
received. However, the Rate and Method of Apportionment of the special tax must be
both reasonable and equitable in apportioning the costs of the public facilities and/or
services to be financed to each of the taxable parcels within the boundaries of the
proposed district. Exemptions to the payment of special taxes may be provided for
parcels that are to be dedicated at a future date to public entities, held by a homeowners
association, or designated as open space. Also, consideration should be made with
respect to minimizing the special tax burden on any affordable units. Because the tax
structure for CFDs can be very complicated, special tax consultants, who specialize in the
development of Rates and Methods of Apportionment are required.

Administrative Expenses

The calculation of special taxes and assessments should also provide, whenever possible,
for the full recovery of all administrative expenses and other periodic costs of the
proposed district.
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10.7

Maximum Tax and Assessment Rates

For districts involving bond financing, the City desires to establish a maximum level of
taxes to limit the overlapping debt burden on any parcel. As such, the total taxes and
assessments collected through the property tax bill should not exceed 1.80% of the
expected assessed value of the parcel upon final sale of the property to end users.

Special Tax Coverage and Maximum Tax Rates

The maximum tax rate adopted in each CFD must provide a minimum of 110% coverage
of debt service (excluding earnings on a reserve fund) in order to finance delinquencies
out of tax revenues. An allowance for delinquent properties will be factored in when
calculating the subsequent year’s special tax (the special tax would still be levied against
such delinquent parcels).

Predictability of Special Tax Liabilities

Special tax formulas should promote stable and predictable tax liabilities, particularly for
residential properties. With the exception of a variation for administrative expenses, the
annual special tax levy on each residential parcel developed to its final land use shall be
approximately equal each year. In the event special tax payments are supporting the
provision of services, rather than, or in addition to, capital expenditures, an appropriate
escalation factor may be incorporated into the Rate and Method of Apportionment to
provide for the impact of inflation to on-going service costs.

Term of Special Tax

The term of the special tax should be sufficiently in excess of the term of any bond issue
which it supports to allow for delinquencies, refinancing, and/or acquisitions of pay-as-
you go facilities. However, the Rate and Method of Apportionment should also specify
that the levy of special taxes would cease once the bonds are repaid. The exception
would be for any special taxes levied to provide for on-going services; in this case, the
City may consider a special tax term in excess of the final maturity of any bonds issued to
provide for the on-going services.

Appraisal Standards

The City recognizes the California Debt and Investment Advisory Commission’s Appraisal
Standards for Land-Secured Financings (CDIAC Standards), released July 2004 (or any

subsequently published update) as the basis for the conduct of appraisals performed in connection

with Special District financings.
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10.8  Applicant/Developer Disclosure Requirements

A. Initial Disclosure to Investors

The applicant/developer will be required, as requested by Debt Management and Bond
Counsel, to supply any and all material needed from it to help ensure appropriate
information is disclosed to prospective investors.

B. Developer Continuing Disclosure to Investors

The City shall use all reasonable means to ensure that an appropriate Developer
Continuing Disclosure Agreement is executed at the time a financing is issued to ensure
that the Developer and/or any affiliates, as applicable, which are material to the district
are required to provide on-going disclosure to bond investors so long as they remain
material.

[ Disclosure to Prospective Purchasers of Property

The developer will be required to provide a certification to the City that it will provide
full disclosure of the special taxes or assessments to prospective purchasers of property it
sells within the district, and in accordance with all applicable state and local laws.

10.9  Application and Administrative Procedures

As stated above, it is the policy of the City to exercise caution in approving requests for Special District
financing and that each request be weighed in the context of the City’s total infrastructure and financing
needs. In light of potential impacts to the City’s debt position, the Chief Financial Officer, working with
the Debt Management Director, will consider each application for Special District financing on a case by
case basis, and may not recommend such financing if it determines a financing could be detrimental to its
overall debt position or the best interests of the City. Among other things, the guidelines below will help
interested applicants understand the process for submitting a request for Special District formation and--if
applicable--financing.

A. Petition

Notwithstanding the minimum petition thresholds established under the State law’, the
City requires that a preponderance of the affected property owners (75%) petition the
City to form a Special District. The higher threshold is established due to the following
factors: (1) significant City resources would be directed to the advance work to form the
district, and it is prudent to have some assurance that formation of the district would be
successful; and (2) a successful petition and subsequent ballot process in an established

* Pursuant to Sections 53318 and 53319 of the California Government Code, proceedings to form a CFD may be
commenced upon: (1) the written request of two members of the legislative body; (2) majority approval of the City
Council; or (3) a petition signed by at least 10% of registered voters (or if fewer than 12 registered voters, by the
owners of at least 10% of the land). Under the California Streets and Highway Code, district formation proceedings
may be commenced if landowners of 60% of the land area file a petition in which such landowners waive the
requirements of the Special Assessment Investigation, Limitation and Majority Protect Act of 1931.
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community (e.g., where there are residential property owners) could result in a significant
lien on property whose owners voted against the proposed district.

B. Application Procedures

For developer initiated districts, an application may be obtained from, and filed with, the
Department of Finance. The Department of Finance will review the application for
completeness and, if necessary, request the applicant to provide further information. In
consultation with any applicable departments (e.g., the City Attorney’s Office, the City
Planning and Community Investment Department, Engineering & Capital Projects, etc.)
the Department of Finance will consider the public benefits offered by the proposed
project in the context of these policies, and will make a recommendation on whether to
authorize a feasibility study, pursuant to Section C, below.

8 Feasibility Study

For developer initiated districts, if authorized by the Chief Financial Officer, the City will
hire an independent financial or feasibility consultant to perform a comprehensive project
review and feasibility analysis of the proposed project that would ultimately provide for
the payment of special taxes or assessments in connection with a bond financing. Such
comprehensive review will include, but not be limited to, a review of the audited
financial statements of all landowners who own more than 20% of the land contained
within the proposed district in order to investigate the developer(s) financial strength and
experience in large scale projects. In addition, the consultant will consider environmental
requirements in connection with the development, and economic factors such as market
absorption and how it relates to the project’s overall feasibility. The consultant will also
investigate and report on all liens against the property in question, the value to lien ratios,
and other financial aspects of the project. For the Chief Financial Officer to consider a
proposed financing, the study should conclude the project is feasible and could support
the issuance of bonds, and that it is reasonable to proceed with formation of the district
and the issuance of bonds.

D. Fees

It is the City’s policy that all City and consultant costs incurred in the evaluation of
applications for Special District formation and financing, as well as any and all costs
incurred in forming the district and, if applicable, issuing bonds shall be paid by the
applicant(s) by advance deposit increments or as otherwise agreed in writing by the City.
Accordingly, fees will be collected pursuant to a Deposit and Reimbursement Agreement
between the City and the applicant executed prior to the City beginning its project
review. Some or all of these fees may be recoverable from bond proceeds when a
financing is completed and any surplus fees would be refunded (notwithstanding the
forgoing, consultant and legal costs of the developer or applicant are not eligible for
reimbursement). Additionally, the costs associated with administering a district after its
formation will be included in the annual special tax or assessment for the district.
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E. Selection of Financial Consultants and Service Providers

The policies established in the City’s Debt Policy for the solicitation and selection of
professional services that are required to develop and implement the City’s debt program
shall apply with respect to Special District financings. In addition to the professional
services outlined in the City’s Debt Policy, there are consultants specific to Special
District formation and financing that may be engaged, including an appraiser, a market
absorption consultant, and a special tax consultant or assessment engineer.

10.10 Timing

If recommended by the Chief Financial Officer, and pursuant to the filing of an appropriate petition and
application, and, if applicable, the completion of a Feasibility Study that concludes the project is feasible
(all as set forth above in Sections 10.9 A, B, and C), the City will use its best efforts to form the district
and, if a financing is contemplated, issue the bonds. However, the City will prioritize the formation and
any financing activities as specified in Section 10.3 of this policy.

The City will not schedule any sale of Special District bonds so as to conflict with the sale of other
securities issued for City purposes. In the event of any scheduling conflicts, the sale of bonds issued for
City purposes will have priority.

10.11 Policy Exceptions

The City may find in limited and exceptional instances that a waiver to any of the above stated policies is
reasonable.
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APPENDIX B - COUNCIL POLICY 100-12 “INDUSTRIAL DEVELOPMENT BOND
PROGRAM”
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