ORANGE COUNTY BOARD QF SUPERVISORS
MINUTE ORDER
June 04, 2019

Submitting Agency/Department: County Executive Office

Approve amended Debt Management Policy; and approve Enhanced Infrastructure Financing District Participation Policy
- All Districts (Continued from 3/26/19, Item 37; 4/9/19, Item 22, 5/21/19, Item 69)
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by the Board of Supervisors, Orange County, State of California,
Rabin Stieler, Clerk of the Board
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Agenda Item

AGENDA STAFF REPORT
ASR Control 19-000163
MEETING DATE: 03/26/19
LEGAL ENTITY TAKING ACTION: "~ Board of Supervisors

BOARD OF SUPERVISORS DISTRICT(S):  All Districts

SUBMITTING AGENCY/DEPARTMENT: County Executive Office (Approved)

DEPARTMENT CONTACT PERSON(S): Suzanne Luster (714) 834-3362
Christine Gardea (714) 834-3014

SUBJECT: Amend Debt Management Policy and Approve EIFD Participation Policy

CEQ CONCUR COUNTY COUNSEL REVIEW CLERK OF THE BOARD
Concur N/A Discussion
3 Votes Board Majority

Budgeted: N/A Current Year Cost: N/A Annual Cost: N/A
Staffing Impact: No # of Positions: Sole Source: N/A
Current Fiscal Year Revenue: N/A

Funding Source: N/A County Audit in last 3 years: No

Prior Board Action: 5/9/2017 #50, 12/6/2016 #1

RECOMMENDED ACTION(S):

L. Approve amended Debt Management Policy.

2. Approve Enhanced Infrastructure Financing District Participation Policy.,

SUMMARY:

Approval of the recommended actions will amend the Debt Management Policy and will approve the new
Enhanced Infrastructure Financing District Participation Policy for the County.

BACKGROUND INFORMATION:

On December 6, 2016, the Board of Supervisors (Board) approved the Debt Management Policy as part of
the adoption of the 2016 Strategic Financial Plan. On May 9, 2017, the Board approved an amendment to
the Debt Management Policy to comply with Government Code Section 8855(i), which requires the issuer
of any proposed debt of state or local government, no later than 30 days prior to the sale of any debt issue,
to submit a report of the proposed issuance to the California Debt and Investment Advisory Commission
(CDIAC) that includes additional data elements and the CDIAC report shall now include a certification by
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the issuer that it has adopted local debt policies concerning the use of debt and that the contemplated debt
issuance is consistent with those local debt policies.

At this time, the County Executive Office is asking to amend the Debt Management Policy to include
updated industry best practices and incorporate feedback received from Standard & Poor’s Global
Ratings:

(A) Define the limit for long term General Fund debt obligations. Annual principal and interest payments
on long term General Fund debt obligations will not exceed 4 percent of General Fund revenue (page 4).
The 4 percent of General Fund revenue was determined based on the most conservative end of a 4 percent
to 10 percent acceptable range recommended by the County's municipal advisor and determined to meet
the County’s needs.

(B) Include a requirement that the County's municipal advisor review cashflow projections when
considering new Tax and Revenue Anticipation Notes (page 5). This requirement is being added to
validate a cash low point deficit requirement.

(C) Create a new section for "Tax Increment Financing." Tax increment financing is a tool that allows

municipalities to promote economic development by earmarking tax revenues from increases in assessed
value within a designated tax increment financing district (pages 7-8).

In September 2014, the Governor approved Senate Bill 628, which authorized the formation of Enhanced
Infrastructure Financing Districts (EIFD) as detailed in Government Code Sections 53398.50 to 53398.88.

An EIFD is a limited tax increment financing district created after the dissolution of redevelopment
agencies in 2012, An EIFD would allow two or more governmental entities to agree to secure a portion of
property tax revenue for the construction of infrastructure and other capital needs. A key difference
between EIFDs and former redevelopment agencies is that the tax increment given to the new district
excludes all property taxes associated with school districts.

No new taxes are created by establishing an EIFD. The County’s participation in any such district is
voluntary and would require Board approval. The conditions for the County’s participation in an EIFD
are contained in a separate EIFD Participation Policy.

The EIFD Participation Policy establishes criteria and procedures for the County's participation in an
EIFD that includes:

[.  Fiscal analysis demonstrating a positive net impact to the County.

2. Analysis that evaluates whether the County's participation is a necessary pre-condition for the
infrastructure projects to be undertaken,

3. A requirement that a city's contribution of property tax in a project must be equal to or greater than
the County's contribution.

4. The County may not contribute 100 percent of its share of property tax increment.

5. The County's contribution must be capped and have an end date identified.
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Each requirement is intended to provide protection to the County in the event an EIFD does not meet its
original property tax projections.

The County Executive Office requests the Board’s approval of the amended Debt Management Policy and
FIFD Participation Policy.

FINANCIAL IMPACT:
N/A

STAFFING IMPACT:
N/A

ATTACHMENT(S):

Attachment A - Amended Debt Management Policy 3-26-19 (Red Lined)
Attachment B - Amended Debt Management 3-26-19 (Clean)

Attachment C - Enhanced Infrastructure Financing District Participation Policy
Attachment D - Government Code Section 53398.50-53398.88

Attachment E - Government Code Section 8835(i)
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Attachment A

2019 Debt Management Policy

Debt Management Policy

Introduction

The County of Orange Debt Management Policy provides guidance for the issuance of
bonds and other forms of indebtedness to finance capital improvements, equipment
acquisition, improve cashflow, and meet other identified needs.

The Debt Management Policy is intended to guide the County of Orange to:

= Maintain long-term financial stability by ensuring that its long-term financing
commitments are affordable and do not create undue risk or burden

= Achieve and maintain high credit ratings

= Minimize debt service interest expense and issuance costs

= Provide accurate and timely financial disclosure and reporting

=  Comply with applicable State and Federal laws and financing covenants

The Debt Management Policy is intended to improve the quality of decisions, provide
guidance for the structure of debt issuance, and demonstrate a commitment to long-term
financial planning. Adoption and adherence to a debt management policy is one factor
by which rating agencies assess financial management practices. This policy governs all
debt issued by the County of Orange (County), including bonds and other securities
issued through any joint powers authority where the Board of Supervisors (BOS) acts as
the legislative body.

The County is committed to fiscal responsibility and sustainability, as demonstrated by its
Strategic Financial Plan, annual budget development and administration, maintenance of
appropriate reserve levels, accurate and timely financial reporting, and management of
debt and other long-term liabilities.

The County Executive Office (CEQO), through the County Finance Office/Public Finance,
is responsible for County debt management, including debt issuance, administration of
proceeds, timely debt service payments, financial reporting, and continuing compliance
with disclosure and other post-issuance obligations with exception of enterprise funds that
are responsible for post-issuance administration and compliance.
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Attachment A

2019 Debt Management Policy

Acceptable Uses of Debt

The County will consider financing for the acquisition, substantial refurbishment,
replacement or expansion of major physical assets that would be unreasonable to cash
finance from current revenues. Debt financing may also be appropriate for certain other
extraordinary expenditures and for managing cashflows over a period of time.

The primary purpose of County debt is to finance one of the following:

1. Acquisition of a capital asset with a useful life of five or more years

2. Construction or reconstruction of a facility or other public improvement

3. Refunding, refinancing, or restructuring debt and similar obligations, subject to
refunding objectives and parameters

4. The costs associated with a debt-financed project, including project planning,
design, engineering and other preconstruction efforts; project-associated furniture,
fixtures and equipment; and the costs of the financing itself, including capitalized
interest, a debt service reserve, underwriter’s discount and other costs of issuance

5. Interim or cashflow financing to better match revenues and expenditures, such as
tax and revenue anticipation notes, or to provide temporary financing pending a
more permanent financing plan

6. Prepaying a portion of the annual pension contribution to Orange County
Employees Retirement System (OCERS) to receive an early payment discount
that exceeds the cost of the borrowing

7. Paying for an extraordinary expense such as financing a major judgment or loss
exceeding insurance

Prohibited Uses of Debt

The County will not use debt to defer obligations in a way that unduly burdens future
taxpayers, rate payers or residents.

-Types of Financing Instruments

Many different types of financing instruments are available to the County, the use of which
will depend on the source of repayment and the use of proceeds. Some of these
instruments are used to finance County projects, while others are used to provide tax-
exempt financing to projects that are primarily for third parties where public benefit can
be achieved while minimizing public risk. The following are the types of debt the County
is most likely to issue.

MarchBeeember 26, 20196
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Attachment A

2019 Debt Management Policy

Direct Debt Obligations

The following are considered “direct debt” obligations by rating agencies and other market
participants, meaning that the debt is serviced out of tax or other general revenues.

1. General Obligation Bonds

General Obligation (GO) Bonds need approval of 2/3 of those voting in an election
as required by California State Constitution Article 16. GO bonds are secured by
the levy of additional ad valorem property taxes to pay debt service. Uses of bond
proceeds are limited to the acquisition and improvement of real property and costs
of issuance.

2. Lease Revenue Bonds or Certificates of Participation

Lease Revenue Bonds (LRBs) and lease-backed Certificates of Participation
(COPs) are debt obligations serviced by a lease payment from the County’s
general fund. California courts have determined that such long-term contracts do
not require voter-approval under California law (and therefore, are not
“‘indebtedness” under the State Constitutional Debt Limit) as long as the lease
meets certain conditions. These financings are typically secured by a lease-back
agreement between the County and another public entity (e.g., South Orange
County Public Financing Authority).

To qualify as a valid lease, payments are due only to the extent that the County
has use and occupancy of the leased property. The judicial decisions that define
a valid lease financing effectively require that the fair rental of the leased property
be equal to or greater than the lease payment that secures debt service. The
governmental lessee is obligated to appropriate in the Annual Budget the rental
payments that are due and payable during each fiscal, and to secure insurance to
ensure that the property stays available for use.

Because it is paid from the General Fund and does not require voter approval,
lease financing is the most common form of financing used by counties. Therefore,
establishing thresholds for the appropriate levels for this form of “debt” is one of
the critical goals of a debt policy. There are few external guidelines for the right
amount of lease debt. Agencies that set limits on “affordability” have established
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Attachment A

2019 Debt Management Policy

limits from 4% to 10% of General Fund expenditures or revenues (referred to as
“‘lease burden”).

Rather than establish a specific limit on lease-backed debt, the County has a limit
on_long term General Fund debt obligations. Annual principal and interest
payments on long term General Fund debt obligations will not exceed 4% of
General Fund revenue.-in-this-Debt-ManagementPoliey; Tthe appropriate level of
General Fund appropriation debt should also be considered in the development of
the County’s Annual Strategic Financial Plan and Annual Budget process.

Revenue and other Special Fund Obligations

Debt secured by the County’s enterprise funds and certain other special funds can also
be issued without voter approval. These obligations are payable solely from the dedicated
revenues, and do not have recourse to ad valorem taxes or general fund revenues of the
County.

= Revenue Bonds and Certificates of Participation

Revenue Bonds are obligations payable from revenue generated by an enterprise
fund. These obligations can be in the form of revenue bonds issued under an
indenture, or Certificates of Participation secured by an installment sale
agreement. Two County enterprise funds that have supported revenue debt in the
past are John Wayne Airport and Orange County Waste and Recycling.

In accordance with the agreed upon bond covenants, the revenues generated by
these enterprise funds must be sufficient so that net revenues, after the payment
of operating expenses, are greater than debt service so as to maintain required
coverage levels. The revenue bond issuer covenants to revise the rates, fees and
charges of the enterprise to maintain the required net revenue coverages.

In determining whether to issue revenue bonds, the County should consider similar
principles that it would for the incurrence of other governmental debt: the extent it
is more appropriate to spend the cost of capital improvements over time, without
unduly increasing the capital costs, rather than pay for them out of current
revenues. Other factors include the County’s ability to maintain the rate covenants
that will be required by the bond market.
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Attachment A

2019 Debt Management Policy

Interim Financing

The County may consider the use of various debt instruments to better match short-term
revenues and expenditures.

1. Tax and Revenue Anticipation Notes

Tax and Revenue Anticipation Notes (TRANs) are short-term notes payable out of
current year revenues, proceeds of which allow a municipality to cover the periods
of cash shortfall resulting from a mismatch between timing of revenues and timing
of expenditures.

The County may issue TRANS if necessary to meet General Fund cashflow needs
in the upcoming fiscal year, which consist primarily of salaries and benefits, in
anticipation of the receipt of property taxes and other revenues later in the fiscal
year. The cashflow needs are determined by projections prepared by Auditor-
Controller and CEO_that require an estimate of a cashflow deficit during the fiscal
year. The County’s municipal advisor is required to review and concur with the
County’s cashflow projections if a TRANs is to be considered. As property tax
payments and other revenues are received, they are used in part to repay the
TRANS.

2. Prepayment of Annual Employer Pension Contribution

The County may receive notification from OCERS that the Board of Retirement
approved a discount in the amount due if paid early. Typically, the payment must
be received by mid-January to fund the next fiscal year's annual employer
contribution to OCERS, a period of no longer than eighteen months- The County
prepares an analysis, to determine the budget savings achieved from the OCERS
discount, to evaluate whether to recommend financing the prepayment. While
these borrowings are essentially a cashflow financing such as TRANSs, they are
structured as a short-term pension obligation bond to allow the obligation to extend
beyond the fiscal year in which it is issued.

3. Teeter Financing

MarchBeeember 26, 20196
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2019 Debt Management Policy

Under the alternative method of allocating taxes commonly referred to as the
“Teeter Plan,” a county can advance property taxes to its taxing jurisdictions
whether or not they are received, in exchange for retaining the penalties and
interest received from late payments. These advances can be financed with funds
of the County or by an external borrowing. For a number of years, the County has
issued commercial paper to finance these advances (Teeter Program).
Commercial paper (CP) is an obligation maturing in less than 270 days that is
secured by a letter of credit. Maturing CP is typically refinanced with a subsequent
CP issue until a permanent financing source is in place or the debt can otherwise
be retired. Since 2013, the Teeter Program has been financed by a revolving line
of credit from a commercial bank.

4. Interfund Borrowing

In lieu of issuing bonds or otherwise borrowing from third-parties, there will be
situations where the most appropriate means is to temporarily transfer money from
a County fund. Annually, in the final budget adoption, the BOS authorizes those
funds which can provide temporary transfers. The BOS establishes the appropriate
term and interest rate of each Interfund loan by resolution. The interest rate will be
the amount that would have been earned by the lending fund from the County’s
investment pool.

Conduit Financings

Conduit financings are sponsored by the County to allow third-parties to access tax-
exempt interest rates. These financings are not secured by regular County revenues.

1. Community Facilities and Assessment Districts

Community Facilities Districts (CFD) and 1913/1915 Act Assessment Districts (AD)
are typically developer initiated, whereby the developer seeks a public financing
mechanism to fund public infrastructure. ~ Special taxes or assessments may be
levied upon properties within a district to pay for facilities. The conditions for the
County’s approval of these financings are contained in a separate set of policies.
Further information on formation of CFDs and ADs is available in the Orange
County Public Finance Program Policy Statement and Application Information
Package as amended September 12, 2000 and as amended May 18, 2004. This
policy is posted on the County's website.
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Attachment A

2019 Debt Management Policy

2. Multi-Family Housing Revenue Bonds

Multi-Family Housing Revenue Bonds are issued to finance construction or
rehabilitation of multi-family housing projects providing tax exempt financings for
developers willing to set aside a portion of the units in the project as affordable
housing. The County, as well as State agencies and joint powers authorities, may
sponsor this type of conduit financing for those activities that have a general public
purpose.

3. Public-Private Partnership (P3)

A P3 is a partnership between a public sector entity and a private sector entity to
develop, design, construct, and finance a public facility. It can involve alternate
approaches to both project procurement and its financing. In some cases, the
private entity is a not-for-profit entity, with the financing structured to allow for the
issuance of tax-exempt bonds to provide the lowest cost funding.

While the financing costs of a P3 can at times be higher than a direct County
borrowing, there can still be offsetting benefits to a P3, such as transferring design
and construction risks. The County shall perform an analysis to determine the
benefits of this type of project procurement and alternate financing versus the
County issuing the debt directly.

Tax Increment Financing

Tax increment financing is a tool that allows municipalities to promote economic
development by earmarking tax revenues from increases in assessed value within
a designated tax increment financing district. Redevelopment Agencies, a
frequently used tool of the past, were dissolved by the California legislature as of
February 12, 2012.

1. Enhanced Infrastructure Financing District

On September 24, 2014, the governor approved Senate Bill 628, which authorized
the formation of an Enhanced Infrastructure Financing District (EIFD). An EIFD is
a_limited tax_increment financing district created after the dissolution of
redevelopment agencies in 2012.

MarchBeeember 26, 20196
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Attachment A

2019 Debt Management Policy

3. Optional Prepayment

Long-term debt will, in most cases, contain an optional call provision to allow for
the refunding of debt at lower interest rates in the future. A ten-year call option is
most common for tax-exempt bonds. In considering the terms of the call, the
County will evaluate any additional interest cost demanded by investors with the
potential future benefits of the option.

4. Capitalized Interest

Use of capitalized interest (where interest in the early years is funded through the
sale of additional bonds) should be minimized where possible. Interest may be
capitalized for the construction period of a revenue producing project so that debt
service expense does not begin until the project is expected to be operational and
generating revenue. State law requires that interest be capitalized when a lease
financing is secured by the project being constructed with the proceeds, so that no
payment is due until the County has use and occupancy. When possible, the
County will secure its lease financing with existing County facilities to avoid issuing
additional bonds for capitalized interest; this structure is referred to as an “asset
transfer.”

5. Debt Service Reserve Fund

Debt service reserve funds are held by and are available to the bond trustee to
make principal and interest payments to bondholders in the event that pledged
revenues are insufficient to do so.

The maximum size of the reserve fund for a tax-exempt bond issue is governed by
tax law, which permits the lesser of: 1) 10% of par; 2) 125% of average annual
debt service; or 3) 100% of maximum annual debt service. The County may issue
bonds with a debt service reserve fund that is sized at a lower level or without a
reserve fund if economically advantageous and recommended by the finance
team.

The reserve fund requirement may also be satisfied by a surety policy, a form of
insurance provided by a bond insurer to satisfy a reserve fund requirement for a
bond issuance. Under this arrangement, instead of depositing cash in a reserve
fund, the issuer buys a surety policy by paying a one-time premium equal to a

MarchPecember 26, 20196
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Attachment A

2019 Debt Management Policy

percentage of the face value of the policy. The County may use a surety policy
instead of a debt service reserve when an analysis indicates that net cost to the
County will be lower, taking into account the potential cost of replacing the surety
at the time of any future refunding.

6. Credit Enhancement

Credit enhancement may be used to improve a credit rating on a County debt
issuance. The most common form of credit enhancement is bond insurance, which
will be considered when the cost of insurance is offset, on a present value basis,
to the savings in debt service through the first optional call date of the bonds.
Because of the County’'s high bond ratings, bond insurance will not be cost
effective for most of the County’s debt in the current market. The benefit of a credit
enhancement will be evaluated for each bond issuance.

7. Variable Rate Debt

To maintain a predictable debt service burden, the County will give preference to
debt that carries a fixed interest rate. An alternative to the use of fixed rate debt is
variable rate debt. It may be appropriate to issue long-term variable rate debt to
diversify the County’s debt portfolio, reduce interest costs, provide interim funding
for capital projects or improve the match of the County's assets (such as cash in
the Treasury invested in shorter-term securities) to debt liabilities.

8. Use of Derivatives

The County will not use interest rate swaps in connection with variable rate debt
to create synthetic fixed-rate debt.

Method of Sale

Debt issues can be sold through a public offering through either a competitive sale or a
negotiated sale. In a competitive sale, bid parameters are established in the notice of sale
or notice inviting bids. Bids are received from various underwriters at a given time, and
the bonds awarded to the bid producing the lowest true interest cost (the interest rate that
discounts debt service to the net amount of proceeds received after accounting for
underwriter’s discount). In a negotiated sale, the County selects the underwriter in
advance through a request for proposal process, and the interest rate is set based on the

10
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2019 Debt Management Policy

orders received from investors during the pricing period. While there are advantages to
both methods of sale, most municipal bonds are currently sold on a negotiated basis,
which has been the County’s primary practice.

On occasion, the County may choose to privately place a financing with a bank, rather
than borrowing through a public offering sold to multiple investors. Such financings can
be more cost effective for smaller transactions, or for financings such as commercial
paper that would otherwise require an alternative bank facility such as a letter of credit.

The Public Finance Director will recommend the appropriate method of sale based on the
specific offering and market conditions, seeking advice from the County’s municipal

advisor.

Refunding of Indebtedness

Most municipal bonds can be pre-paid prior to their maturity by the exercise of an optional
call. As a result, sometimes bond issues can be refunded for savings. The following are
the two types of refundings.

= Current Refunding - The refunding bonds are issued less than 90 days before the
date upon which the refunded bonds will be redeemed.

=__Advance Refunding - The refunding bonds are issued more than 90 days prior to
the date upon which the refunded bonds will be redeemed, and the refunding bond
proceeds placed in an escrow that is sufficient to pay interest and principal until
the call date. Municipal bonds may only be advanced refunded once over the life
of a bond issuance._The Tax cuts and Jobs Act, enacted December 22. 2017
essentially eliminated advanced refunding for municipal bonds issued after 2017
by making interest on advanced refunding bonds taxable. Interest on current

refunding bonds remains tax-exempt eligible.

The County will regularly review its outstanding debt portfolio to identify opportunities to
achieve net economic benefits from refunding its bonds. Recognizing that the County’s
ability to refund its debt is limited (i.e., federal tax law constraints on advance refundings
and the market practice of making most fixed-rate bond issues non-callable for their first
ten years), the County will seek to deploy its refunding options prudently. At a minimum,
the County will seek to achieve net present value (“NPV") savings equal to at least three
percent (3%) of the par amount of the bonds that are refunded. For advance refundings,
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2019 Debt Management Policy

the threshold goal will be five percent (5%) NPV savings. A second limiting factor on
advance refundings will be that negative arbitrage (the amount of additional funds that
need to be deposited into an escrow to make up for interest earnings being less than the
interest on the defeased bonds) will be no greater than half the amount of the NPV
savings. The present value savings will be net of all costs of the refinancing, and will
consider the difference in interest earnings of the debt service reserve funds of the
refunded and refunding bonds.

These savings requirements may be waived by the BOS upon a finding that a refunding
producing lower savings is in the County's best financial interest; for example, by
restructuring debt service or eliminating burdensome covenants.

Debt Management Practices

The Public Finance Director shall be responsible for ensuring the County’s debt is
administered in accordance with the terms of the governing bond documents, federal and
state law and regulations, and the best industry practices.

1. Arbitrage

Arbitrage is the profit made by issuing bonds bearing interest at tax-exempt rates,
and investing the proceeds at materially higher taxable yields. The Internal
Revenue Code limits the opportunity for borrowers to retain such investment
profits; in most cases, the borrower must calculate such profits and rebate them to
Internal Revenue Service every five years.

Public Finance shall maintain a system of recordkeeping to meet the arbitrage
compliance requirements. The County will retain an arbitrage rebate consultant to
assist in calculating any earnings on bond proceeds in excess of the rate on its
bonds, and to calculate whether arbitrage should be rebated to the Federal
Government. The Public Finance Director and/or staff shall ensure the calculation
and payment are made in a timely manner.

2. Investment of Bond Proceeds

Investment of bond proceeds shall be consistent with federal tax requirements and
requirements contained in the governing bond documents. If applicable, all future
permitted investments shall be reviewed by the County’'s Treasurer to ensure
compliance with the Orange County Treasurer Investment Policy Statement.
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3. Continuing Disclosure

The County is committed to primary and secondary market disclosure practice. To
remain in compliance with Security and Exchange Commission Rule 15C2-12,
required information shall be submitted as stated in each bond financings’
continuing disclosure certificate.

The County shall maintain a log or file evidencing that all continuing disclosure
filings have been made promptly. Continuing disclosure procedures are

maintained in Public Finance and will be updated as needed.

4. Disclosure on County's Website

All disclosure reports, County credit ratings and the debt program are posted on
the County’s website. The website shall be updated as needed.

5. Compliance with Other Bond Covenants

The County is responsible for verifying compliance with all covenants and
agreements of each bond issuance on an ongoing basis. This typically includes
ensuring:

= Annual appropriations to meet debt service payments

= Taxes/fees are levied and collected where applicable

» Timely transfer of debt service/rental payments to the trustee or paying agent

= Compliance with insurance requirements

= Compliance with rate covenants where applicable

= Recordkeeping and continued public use of financed asset

= Compliance with tax covenants including the timely spend-down of project fund
proceeds

= Compliance with all other bond covenants

Rating Agency Relations and Annual or Ongoing Surveillance

The County seeks to maintain the highest possible credit ratings that can be achieved for
debt instruments without compromising the County's policy objectives. Ratings are a
reflection of the general fiscal soundness of the County.
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The Public Finance Director shall be responsible for maintaining the County’s relationship
with S & P Global Ratings, Fitch Ratings, Moody's Investors Service and any other rating
agency, including communicating with credit analysts at each agency and providing any
requested information as deemed appropriate.

The Public Finance Director shall report feedback from rating agencies to the Chief
Financial Officer and BOS, when and if available, regarding the County’s financial
strengths and weaknesses and recommendations for addressing any weaknesses as
they pertain to maintaining the County’s existing credit ratings.

Prior to each proposed new debt issuance, the Public Finance Director shall determine
the number of rating agencies to provide a credit rating based upon the recommendations
of the finance team. Meetings and/or conference calls with agency analysts shall be
conducted to provide a thorough update on the County’s financial position, including the
impacts of the proposed debt issuance.

Financing Professionals

Process and Selection of Professionals

Once a financing need is identified, Public Finance will work with the appropriate County
departments to recommend a finance team, debt structure, and debt service term to the
Public Financing Advisory Committee (PFAC) and the BOS for consideration.

PFAC is responsible for reviewing all proposed County financings and financing
professionals recommended by Public Finance. PFAC will approve, modify or deny the
proposed recommendation. The BOS will ratify or disapprove the selection made by
PFAC. Further information on PFAC is included in the Third Amended and Restated
County of Orange Board of Supervisors Policies and Procedures approved by the BOS
on May 19, 2009 and posted on the County’s website.

Selection and Compensation

The Public Finance Director shall be responsible for establishing a solicitation and
selection process for securing professional services that are required to develop and
implement a debt issuance.
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The identification of municipal advisor, underwriter, bond counsel and disclosure counsel
shall be done through a Request for Qualifications (RFQ) process to create a pool of
professionals in each of the stated categories. For each new financing, a Request for
Proposal (RFP) shall be completed for municipal advisor, underwriter, bond counsel and
disclosure counsel, as appropriate. The RFQ and RFP shall be in accordance with the
County Procurement rules. The selection of the professional from each category and
financing shall be first approved by PFAC and then ratified by the BOS.

If a sole source selection of a financial professional or consultant is recommended, Public
Finance will follow sole source selection procedures as outlined in the County’s Contract

Policy Manual.

Compensation for the financing professionals is typically paid from the bond proceeds
cost of issuance account.

1. Municipal Advisor (previously known as Financial Advisor)

The primary responsibilities of the Municipal Advisor are to provide independent
analysis of the proposed financing to the County. Their responsibilities also
include but are not limited to, working with underwriters and other finance team
members to formulate a general financing plan for the issuance of bonds, assisting
in the financing schedule, transaction structuring, and pricing of bonds. The
Municipal Advisor shall also provide pricing comparables and market conditions
advice.

2. Bond Counsel

The County will retain external Bond Counsel for all debt issuance. Bond Counsel
will prepare the necessary authorizing resolutions, ordinances, agreements, and
other legal documents necessary to execute the financing.

3. Disclosure Counsel

The County will retain Disclosure Counsel for all public issuances that entail
disclosure of County finances and financial status. Disclosure Counsel will advise
on issuer disclosure obligation, federal securities laws and proper disclosure
practices, and due diligence process.
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The Public Finance Director may recommend separate firms in the capacity of
Bond and Disclosure Counsel or a single firm to perform bond and disclosure
counsel functions based on anticipated complexity of the financing.

4. Underwriter

An Underwriter is a firm that administers the public issuance and distribution of the
bond issuance. Underwriter services may include assisting in securing credit and
meetings with principal retail/institutional investors. When undertaking a
negotiated sale, the County will select an Underwriter through the solicitation
process described previously.

5. Other Service Providers

Other professionals may be selected, at the discretion of the Public Finance
Director, on an as-needed basis. These include, but are not limited to, the services
of trustee, credit rating agencies, escrow agents, bond insurance providers, credit
and liquidity banks, verification agents, title insurance companies, and document
printing services.

Conclusion

This Policy is intended to guide and regulate the County’s issuance of debt. The County
is aware, however, the financial environment and best practices may change. This policy
will be reviewed annually during the Strategic Financial Plan process and any necessary
updates will be presented to the BOS for consideration.
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Debt Management Policy

Introduction

The County of Orange Debt Management Policy provides guidance for the issuance of
bonds and other forms of indebtedness to finance capital improvements, equipment
acquisition, improve cashflow, and meet other identified needs.

The Debt Management Policy is intended to guide the County of Orange to:

* Maintain long-term financial stability by ensuring that its long-term financing
commitments are affordable and do not create undue risk or burden

* Provide guiding principles for the use of debt as one source of financing to provide

the proper funding for infrastructure needs identified in the Capital Improvements

section of the Strategic Financial Plan and the annual budget

Achieve and maintain high credit ratings

Minimize debt service interest expense and issuance costs

Provide accurate and timely financial disclosure and reporting

Comply with applicable State and Federal laws and financing covenants

The Debt Management Policy is intended to improve the quality of decisions, provide
guidance for the structure of debt issuance, and demonstrate a commitment to long-term
financial planning. Adoption and adherence to a debt management policy is one factor
by which rating agencies assess financial management practices. This policy governs all
debt issued by the County of Orange (County), including bonds and other securities
issued through any joint powers authority where the Board of Supervisors (BOS) acts as
the legislative body.

The County is committed to fiscal responsibility and sustainability, as demonstrated by its
Strategic Financial Plan, annual budget development and administration, maintenance of
appropriate reserve levels, accurate and timely financial reporting, and management of
debt and other long-term liabilities. As repeatedly stated in the Strategic Financial Plan,
the County is dedicated to long-term strategic financial planning to ensure its ability to
respond to economic fluctuations and unanticipated events in a manner that allows the
County to maintain the quality and range of services provided to the community. This
policy is intended to help ensure that, in managing its debt and other long-term liabilities,
the County is able to meet these planning goals and objectives.
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The County Executive Office (CEQ), through the County Finance Office/Public Finance,
is responsible for County debt management, including debt issuance, administration of
proceeds, timely debt service payments, financial reporting, and continuing compliance
with disclosure and other post-issuance obligations with exception of enterprise funds that
are responsible for post-issuance administration and compliance.

Acceptable Uses of Debt

The County will consider financing for the acquisition, substantiai refurbishment,
replacement or expansion of major physical assets that would be unreasonable to cash
finance from current revenues. Debt financing may also be appropriate for certain other
extraordinary expenditures and for managing cashflows over a period of time.

The primary purpose of County debt is to finance one of the following:

1. Acquisition of a capital asset with a useful life of five or more years

2. Construction or reconstruction of a facility or other public improvement

3. Refunding, refinancing, or restructuring debt and similar obligations, subject to
refunding objectives and parameters

' 4. The costs associated with a debt-financed project, including project planning,

design, engineering and other preconstruction efforts; project-associated furniture,
fixtures and equipment; and the costs of the financing itself, including capitalized
interest, a debt service reserve, underwriter's discount and other costs of issuance

5. Interim or cashflow financing to better match revenues and expenditures, such as
tax and revenue anticipation notes, or to provide temporary financing pending a
more permanent financing plan

6. Prepaying a portion of the annual pension contribution to Orange County
Employees Retirement System (OCERS) to receive an early payment discount
that exceeds the cost of the borrowing

7. Paying for an extraordinary expense such as financing a major judgment or loss
exceeding insurance

Prohibited Uses of Debt

The County will not use debt to defer obligations in a way that unduly burdens future
taxpayers, rate payers or residents.
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Types of Financing Instruments

Many different types of financing instruments are available to the County, the use of which
will depend on the source of repayment and the use of proceeds. Some of these
instruments are used to finance County projects, while others are used to provide tax-
exempt financing to projects that are primarily for third parties where public benefit can
be achieved while minimizing public risk. The following are the types of debt the County
is most likely to issue.

Direct Debt Obligations

The following are considered “direct debt” obligations by rating agencies and other market
participants, meaning that the debt is serviced out of tax or other general revenues.

1. General Qbligation Bands

General Obligation (GO) Bonds need approval of 2/3 of those voting in an election
as required by California State Constitution Article 16. GO bonds are secured by
the levy of additional ad valorem property taxes to pay debt service. Uses of bond
proceeds are limited to the acquisition and improvement of real property and costs
of issuance,

2. Lease Revenue Bonds or Certificates of Participation

Lease Revenue Bonds (LRBs) and lease-backed Certificates of Participation
(COPs) are debt obligations serviced by a lease payment from the County's
general fund. California courts have determined that such long-term contracts do
not require voter-approval under California law (and therefore, are not
‘indebtedness” under the State Constitutional Debt Limit) as long as the lease
meets certain conditions. These financings are typically secured by a lease-back
agreement between the County and another public entity (e.g., South Orange
County Public Financing Authority).

To qualify as a valid lease, payments are due only to the extent that the County
has use and occupancy of the leased property. The judicial decisions that define
a valid lease financing effectively require that the fair rental of the leased property
be equal to or greater than the lease payment that secures debt service. The
governmental lessee is obligated to appropriate in the Annual Budget the rental

March 26, 2019
Page 3 0of 17



Attachment B

2019 Debt Management Policy

payments that are due and payable during each fiscal, and to secure insurance to
ensure that the property stays available for use.

Because it is paid from the General Fund and does not require voter approval,
lease financing is the most common form of financing used by counties. Therefore,
establishing thresholds for the appropriate levels for this form of “debt” is one of
the critical goals of a debt policy. There are few external guidelines for the right
amount of lease debt. Agencies that set limits on “affordability” have established
limits from 4% to 10% of General Fund expenditures or revenues (referred to as
‘lease burden”).

Rather than establish a specific limit on lease-backed debt, the County has a limit
oh long term General Fund debt obligations. Annual principal and interest
payments on long term General Fund debt obligations will not exceed 4% of
general fund revenue. The appropriate level of General Fund appropriation debt
should also be considered in the development of the County's Annual Strategic
Financial Plan and Annual Budget process.

Revenue and other Special Fund Obligations

Debt secured by the County's enterprise funds and certain other special funds can also
be issued without voter approval. These obligations are payable solely from the dedicated
revenues, and do not have recourse to ad valorem taxes or general fund revenues of the
County.

» Revenue Bonds and Certificates of Participation

Revenue Bonds are obligations payable from revenue generated by an enterprise
fund. These obligations can be in the form of revenue bonds issued under an
indenture, or Certificates of Participation secured by an instailment sale -
agreement. Two County enterprise funds that have supported revenue debt in the
past are John Wayne Airport and Orange County Waste and Recycling.

In accordance with the agreed upon bond covenants, the revenues generated by
these enterprise funds must be sufficient so that net revenues, after the payment
of operating expenses, are greater than debt service so as to maintain required
coverage levels. The revenue bond issuer covenants to revise the rates, fees and
charges of the enterprise to maintain the required net revenue coverages.
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In determining whether to issue revenue bonds, the County should consider similar
principles that it would for the incurrence of other governmental debt: the extent it
is more appropriate to spend the cost of capital improvements over time, without
unduly increasing the capital costs, rather than pay for them out of current
revenues. Other factors include the County’s ability to maintain the rate covenants
that will be required by the bond market.

Interim Financing

The County may consider the use of various debt instruments to better match short-term
revenues and expenditures.

1. Tax and Revenue Anticipation Notes

Tax and Revenue Anticipation Notes (TRANs) are short-term notes payable out of
current year revenues, proceeds of which allow a municipality to cover the periods
of cash shortfall resulting from a mismatch between timing of revenues and timing
of expenditures.

The County may issue TRANSs if necessary to meet General Fund cashflow needs
in the upcoming fiscal year, which consist primarily of salaries and benefits, in
anticipation of the receipt of property taxes and other revenues later in the fiscal
year. The cashflow needs are determined by projections prepared by Auditor-
Controller and CEO that require an estimate of a cashflow deficit during the fiscal
year. The County’s municipal advisor is required to review and concur with the
County's cashflow projections if a TRANs is to be considered. As property tax
payments and other revenues are received, they are used in part to repay the
TRANSs.

2. Prepayment of Annual Employer Pension Contribution

The County may receive notification from OCERS that the Board of Retirement
approved a discount in the amount due if paid early. Typically, the payment must
be received by mid-January to fund the next fiscal year's annual employer
contribution to OCERS, a period of no longer than eighteen months. The County
prepares an analysis, to determine the budget savings achieved from the OCERS
discount, to evaluate whether to recommend financing the prepayment. While
these borrowings are essentially a cashflow financing such as TRANSs, they are
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structured as a short-term pension obligation bond to allow the obligation to extend
beyond the fiscal year in which i is issued.

Teeter Financing

Under the alternative method of aliocating taxes commonly referred to as the
“Teeter Plan,” a county can advance property taxes to its taxing jurisdictions
whether or not they are received, in exchange for retaining the penalties and
interest received from late payments. These advances can be financed with funds
of the County or by an external borrowing. For a number of years, the County has-
issued commercial paper to finance these advances (Teeter Program).
Commercial paper (CP) is an obligation maturing in less than 270 days that is
secured by a lefter of credit. Maturing CP is typically refinanced with a subsequent
CP issue until a permanent financing source is in place or the debt can otherwise
be retired. Since 2013, the Teeter Program has been financed by a revolving line
of credit from a commercial bank.

interfund Borrowing

In lieu of issuing bonds or otherwise borrowing from third-parties, there will be
situations where the most appropriate means is to temporarily transfer money from
a County fund. Annually, in the final budget adoption, the BOS authorizes those
funds which can provide tempaorary transfers. The BOS establishes the appropriate
term and interest rate of each Interfund loan by resolution. The interest rate will be
the amount that would have been earned by the lending fund from the County's
investment pool.

Conduit Financings

Conduit financings are sponsored by the County to alfow third-parties to access tax-
exempt interest rates. These financings are not secured by regular County revenues.

1.

Community Facilities and Assessment Districts

Community Facilities Districts (CFD) and 1913/1915 Act Assessment Districts (AD)
are typically developer initiated, whereby the developer seeks a public financing
mechanism to fund public infrastructure.  Special taxes or assessments may be
levied upon properties within a district to pay for facilities. The conditions for the
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County's approval of these financings are contained in a separate set of policies.
Further information on formation of CFDs and ADs is available in the Orange
County Public Finance Program Policy Statement and Application Information
Package as amended September 12, 2000 and as amended May 18, 2004. This
policy is posted on the County’'s website.

2. Multi-Family Housing Revenue Bonds

Multi-Family Housing Revenue Bonds are issued to finance construction or
rehabilitation of multi-family housing projects providing tax exempt financings for
developers willing to set aside a portion of the units in the project as affordable
housing. The County, as well as State agencies and joint powers authorities, may
sponsor this type of conduit financing for those activities that have a general public
purpose.

3. Public-Private Partnership (P3)

A P3 is a partnership between a public sector entity and a private sector entity to
develop, design, construct, and finance a public facility. It can involve alternate
approaches to both project procurement and its financing. In some cases, the
private entity is a not-for-profit entity, with the financing structured to allow for the
issuance of tax-exempt bonds to provide the lowest cost funding.

While the financing costs of a P3 can at times be higher than a direct County
borrowing, there can still be offsetting benefits to a P3, such as transferring design
and construction risks. The County shall perform an analysis to determine the
benefits of this type of project procurement and alternate financing versus the
County issuing the debt directly.

Tax Increment Financing

Tax increment financing is a tool that allows municipalities to promote economic
development by earmarking tax revenues from increases in assessed value within
a designated tax increment financing district. Redevelopment Agencies, a
frequently used tool of the past, were dissolved by the California legislature as of
February 12, 2012.
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1. Enhanced Infrastructure Financing District

On September 24, 2014, the governor approved Senate Bill 628, which authorized
the formation of an Enhanced Infrastructure Financing District (EIFD). An EIFD is
a limited tax increment financing district created after the dissolution of
redevelopment agencies in 2012,

An EIFD would allow two or more governmental entities to agree to secure a
portion of property tax revenue for the construction of infrastructure and other
capital needs. A key difference between EIFDs and former redevelopment
agencies is, that the tax increment given to the new district excludes all property
taxes associated with school districts.

No new taxes are created by establishing an EIFD. The County’s participation in
any such district is voluntary and would require Board approval. The conditions
for the County’s participation in an EIFD are contained in a separate EIFD
participation policy.

Debt Structure

The following are some general principles that will govern the structuring of County debt
issues from time to time.

1. Term of Debt

In general, debt will be structured to distribute the payments for the asset over its
useful life so that benefits closely match costs for current and future residents.
Notwithstanding this policy goal, the early payment of principal {referred to as the
‘rapidity of debt repayment”) is considered a credit strength by the rating agencies,
as it creates future debt capacity. The County will consider such accelerated
retirement when there is the capacity to accommodate such payments. Debt
should not exceed the useful life of the improvement that it finances,

2. Debt Service Structure

To the extent practical, bonds will be amortized on a level repayment schedule.
Alternate schedules can be considered when appropriate. For example, escalating
debt service may be considered if it better matches forecasted available revenues;
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any such escalation of debt service should be modest, to provide a margin of safety
if revenue growth shouid underperform expectations. Deferral of the amortization
of principal can be considered in order to wrap outstanding debt and create total
level debt service. Extreme deferral of debt service (such as with capital
appreciation bonds, which defer both interest and principal) should be avoided.

3. Optional Prepayment

Long-term debt will, in most cases, contain an optional call provision to allow for
the refunding of debt at lower interest rates in the future. A ten-year call option is
most common for tax-exempt bonds. In considering the terms of the call, the
County will evaluate any additional interest cost demanded by investors with the
potential future benefits of the option.

4. Capitalized Interest

Use of capitalized interest (where interest in the early years is funded through the
sale of additional bonds) should be minimized where possible. Interest may be
capitalized for the construction period of a revenue producing project so that debt
service expense does not begin until the project is expected to be operational and
generating revenue. State law requires that interest be capitalized when a lease
financing is secured by the project being constructed with the proceeds, so that no
payment is due until the County has use and occupancy. When possible, the
County will secure its lease financing with existing County facilities to avoid issuing
additional bonds for capitalized interest; this structure is referred to as an “asset
transfer.”

5. Debt Service Reserve Fund

Debt service reserve funds are held by and are available to the bond trustee to
make principal and interest payments to bondholders in the event that pledged
revenues are insufficient to do so.

The maximum size of the reserve fund for a tax-exempt bond issue is governed by
tax law, which permits the lesser of: 1) 10% of par; 2) 125% of average annual
debt service; or 3) 100% of maximum annual debt service. The County may issue
bonds with a debt service reserve fund that is sized at a lower level or without a
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reserve fund if economically advantageous and recommended by the finance
team.

The reserve fund requirement may also be satisfied by a surety policy, a form of
insurance provided by a bond insurer to satisfy a reserve fund requirement for a
bond issuance. Under this arrangement, instead of depositing cash in a reserve
fund, the issuer buys a surety policy by paying a one-time premium equal to a
percentage of the face value of the policy. The County may use a surety policy
instead of a debt service reserve when an analysis indicates that net cost to the
County will be lower, taking into account the potential cost of replacing the surety
at the time of any future refunding.

6. Credit Enhancement

Credit enhancement may be used to improve a credit rating on a County debt
issuance. The most common form of credit enhancement is bond insurance, which
will be considered when the cost of insurance is offset, on a present value basis,
to the savings in debt service through the first optional call date of the bonds.
Because of the County’s high bond ratings, bond insurance will not be cost
effective for most of the County’s debt in the current market. The benefit of a credit
enhancement will be evaluated for each bond issuance.

7. Variable Rate Debt

To maintain a predictable debt service burden, the County will give preference to
debt that carries a fixed interest rate. An alternative to the use of fixed rate debt is
variable rate debt. it may be appropriate to issue long-term variable rate debt to
diversify the County’s debt portfolio, reduce interest costs, provide interim funding
for capital projects or improve the match of the County's assets (such as cash in
the Treasury invested in shorter-term securities) to debt liabilities.

8. Use of Derivatives

The County will not use interest rate swaps in connection with variable rate debt
to create synthetic fixed-rate debt.

10

March 26, 2019
Page 10 of 17




Attachment B

2019 Debt Management Policy

Method of Sale

Debt issues can be sold through a public offering through either a competitive sale or a
negotiated sale. In a competitive sale, bid parameters are established in the notice of sale
or notice inviting bids. Bids are received from various underwriters at a given time, and
the bonds awarded to the bid producing the lowest true interest cost (the interest rate that
discounts debt service to the net amount of proceeds received after accounting for
underwriter's discount). In a negotiated sale, the County selects the underwriter in
advance through a request for proposal process, and the interest rate is set based on the
orders received from investors during the pricing period. While there are advantages to
both methods of sale, most municipal bonds are currently sold on a negotiated basis,
which has been the County’s primary practice.

On occasion, the County may choose to privately place a financing with a bank, rather
than borrowing through a public offering sold to multiple investors. Such financings can
be more cost effective for smaller transactions, or for financings such as commercial
paper that would otherwise require an alternative bank facility such as a letter of credit.

The Public Finance Director will recommend the appropriate method of sale based on the
specific offering and market conditions, seeking advice from the County’s municipal
advisor.

Refunding of Indebtedness

Most municipal bonds can be pre-paid prior to their maturity by the exercise of an optional
call. As a result, sometimes bond issues can be refunded for savings. The following are
the two types of refundings.

» Current Refunding - The refunding bonds are issued less than 90 days before the
date upon which the refunded bonds will be redeemed.

= Advance Refunding - The refunding bonds are issued more than 90 days prior to
the date upon which the refunded bonds will be redeemed, and the refunding bond
proceeds placed in an escrow that is sufficient to pay interest and principal until
the call date. Municipal bonds may only be advanced refunded once over the life
of a bond issuance. The Tax cuts and Jobs Act, enacted December 22, 2017
essentially eliminated advanced refunding for municipal bonds issued after 2017
by making interest on advanced refunding bonds taxable. Interest on current
refunding bonds remains tax-exempt eligible.
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The County will regularly review its outstanding debt portfolio to identify opportunities to
achieve net economic benefits from refunding its bonds. Recognizing that the County’s
ability to refund its debt is limited (i.e., federal tax law constraints on advance refundings
and the market practice of making most fixed-rate bond issues non-caliable for their first
ten years), the County will seek to deploy its refunding options prudently. At a minimum,
the County will seek to achieve net present value (“"NPV") savings equal to at least three
percent (3%) of the par amount of the bonds that are refunded. For advance refundings,
the threshold goal will be five percent (6%) NPV savings. A second limiting factor on
advance refundings will be that negative arbitrage (the amount of additional funds that
need to be deposited into an escrow to make up for interest earnings being less than the
interest on the defeased bonds) will be no greater than half the amount of the NPV
savings. The present value savings will be net of all costs of the refinancing, and will
consider the difference in interest earnings of the debt service reserve funds of the
refunded and refunding bonds,

These savings requirements may be waived by the BOS upon a finding that a refunding
producing lower savings is in the County's best financial interest; for example, by
restructuring debt service or eliminating burdensome covenants.

Debt Management Practices

The Public Finance Director shall be responsible for ensuring the County's debt is
administered in accordance with the terms of the governing bond documents, federal and
state law and regulations, and the best industry practices.

1. Arbitrage

Arbitrage is the profit made by issuing bonds bearing interest at tax-exempt rates,
and investing the proceeds at materially higher taxable yields. The Internal
Revenue Code limits the opportunity for borrowers to retain such investment
profits; in most cases, the borrower must calculate such profits and rebate them to
Internal Revenue Service every five years.

Public Finance shall maintain a system of recordkeeping to meet the arbitrage
compliance requirements. The County will retain an arbitrage rebate consultant to
assist in calculating any earnings on bond proceeds in excess of the rate on its
bonds, and to calculate whether arbitrage should be rebated to the Federal
Government. The Public Finance Director and/or staff shall ensure the calculation
and payment are made in a timely manner.
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2. Administration of Bond Proceeds

Bond proceeds are administered in the CEO/Public Finance division to provide
segregation of duties between the County administrative function responsible for
disbursing bond proceeds and the County department or entity expensing the
proceeds. Bond documents contained in the official bond transcripts govern the
use of bond proceeds, as well as debt service payment terms and other legal
covenants, and are maintained and accessible in the CEQ/Public Finance division.

Public Finance Accounting, an Auditor-Controller department satellite unit located
within the CEO/Public Finance division, is responsible to ensure bond proceed
receipts are recorded in the County's accounting records, and confirm accounts
established at the trustee and deposit of bond proceeds reconcile with controlling
bond documents. Public Finance Accounting manitors accounts at the trustee,
records expenditure activity, and reconciles trustee statements to County
accountmg records monthly,

Drawdown and use of bond proceeds are initiated by the project manager
representing the County department or entity expensing the proceeds for eligible
purposes. The requisition or drawdown request will contain invoices and other
back-up documentation to validate the eligible expenses. Each requisition or
drawdown request is reviewed by Public Finance Accounting staff and
management and a Public Finance program analyst before final approval and
authority to disburse from the Public Finance Director, and then forwarded to the
trustee.

3. Investment of Bond Proceeds

Investment of bond proceeds shall be consistent with federal tax requirements and
requirements contained in the governing bond documents. If applicable, all future
permitted investments shall be reviewed by the County’s Treasurer to ensure
compliance with the Orange County Treasurer Investment Policy Statement.

4. Continuing Disclosure
The County is committed to primary and secondary market disclosure practice. To
remain in compliance with Security and Exchange Commission Rule 15C2-12,
required information shall be submitted as stated in each bond financings’
continuing disclosure certificate.
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The County shall maintain a log or file evidencing that all continuing disclosure
filings have been made promptly. Continuing disclosure procedures are
maintained in Public Finance and will be updated as needed.

5. Disclosure on County's Website

All disclosure reports, County credit ratings and the debt program are posted on
the County's website. The website shall be updated as needed.

6. Compliance with Other Bond Covenants

The County is responsible for verifying compliance with all covenants and
agreements of each bond issuance on an ongoing basis. This typically includes
ensuring:

= Annual appropriations to meet debt service payments

» Taxes/fees are levied and collected where applicable

= Timely transfer of debt service/rental payments to the trustee or paying agent

» Compliance with insurance requirements

* Compliance with rate covenants where applicable

= Recordkeeping and continued public use of financed asset

» Compliance with tax covenants including the timely spend-down of project fund
proceeds

=  Compliance with all other bond covenants

Rating Agency Relations and Annual or Ongoing Surveillance

The County seeks to maintain the highest possible credit ratings that can be achieved for
debt instruments without compromising the County’s policy objectives. Ratings are a
reflection of the general fiscal soundness of the County.

The Public Finance Director shall be responsible for maintaining the County's relationship
with S & P Global Ratings, Fitch Ratings, Moody’s Investors Service and any other rating
agency, including communicating with credit analysts at each agency and providing any
requested information as deemed appropriate.

The Public Finance Director shall report feedback from rating agencies to the Chief
Financial Officer and BOS, when and if available, regarding the County’'s financial
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strengths and weaknesses and recommendations for addressing any weaknesses as
they pertain to maintaining the County’s existing credit ratings.

Prior to each proposed new debt issuance, the Public Finance Director shall determine
the number of rating agencies to provide a credit rating based upon the recommendations
of the finance team. Meetings and/or conference calls with agency analysts shalf be
conducted to provide a thorough update on the County’s financial position, including the
impacts of the proposed debt issuance.

Financing Professionals

Process and Selection of Professionals

Once a financing need is identified, Public Finance will work with the appropriate County
departments to recommend a finance team, debt structure, and debt service term to the
Public Financing Advisory Committee (PFAC) and the BOS for consideration.

PFAC is responsible for reviewing all proposed County financings and financing
professionals recommended by Public Finance. PFAC will approve, modify, or deny the
proposed recommendation. The BOS will ratify or disapprove the selection made by
PFAC. Further information on PFAC is included in the Third Amended and Restated
County of Orange Board of Supervisors Policies and Procedures approved by the BOS
on May 19, 2009 and posted on the County’s website.

The Board of Supervisors shall be responsible for the selection of Financing Professionals
engaged to assist in a public financing. Financial Professionals shall include Municipal
Advisor(s), Underwriters, Bond Counsel, Disclosure Counsel, and any other paid
professional utilized in connection with a proposed financing. The procurement of
financial professionals shall be conducted according to procedures delineated in the
County’s Contract Policy Manual.

Selection and Compensation

The Public Finance Director shall be responsible for establishing a solicitation and
selection process for securing professional services that are required to develop and
implement a debt issuance.

The identification of municipal advisor, underwriter, bond counsel and disclosure counsel
shall be done through a Request for Qualifications (RFQ) process to create a pool of
professionals in each of the stated categories. For each new financing, a Request for
Proposal (RFP) shall be completed for municipal advisor, underwriter, bond counsei and
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disclosure counsel, as appropriate. The RFQ and RFP shall be in accordance with the
County Procurement rules. The selection of the professional from each category and
financing shall be first approved by PFAC and then ratified by the BOS.

If a sole source selection of a financial professional or consultant is recommended, Public
Finance will follow sole source selection procedures as outlined in the County’s Contract

Policy Manual.

Compensatton for the financing professionals is typically paid from the bond proceeds
cost of issuance account.

1. Municipal Advisor (previously known as Financial Advisor)

The primary responsibilities of the Municipal Advisor are to provide independent
analysis of the proposed financing to the County. Their responsibilities also
include but are not limited to, working with underwriters and other finance team
members to formulate a general financing plan for the issuance of bonds, assisting
in the financing schedule, transaction structuring, and pricing of bonds. The
Municipal Advisor shall also provide pricing comparables and market conditions
advice.

2. Bond Counsel

The County will retain external Bond Counsel for all debt issuance. Bond Counsel
will prepare the necessary authorizing resolutions, ordinances, agreements, and
other legal documents necessary to execute the financing.

3. Disclosure Counsel

The County will retain Disclosure Counsel for all public issuances that entail
disclosure of County finances and financial status. Disclosure Counsel will advise
on issuer disclosure obligation, federal securities laws and proper disclosure
practices, and due diligence process.

The Public Finance Director may recommend separate firms in the capacity of
Bond and Disclosure Counsel or a single firm to perform bond and disclosure
counsel functions based on anticipated complexity of the financing.
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4. Underwriter

An Underwriter is a firm that administers the public issuance and distribution of the
bond issuance. Underwriter services may include assisting in securing credit and
meetings with principal retail/institutional investors. When undertaking a
negotiated sale, the County will select an Underwriter through the solicitation
process described previously.

5. Other Service Providers

Other professionals may be selected, at the discretion of the Public Finance
Director, on an as-needed basis. These include, but are not limited to, the services
of trustee, credit rating agencies, escrow agents, bond insurance providers, credit
and liquidity banks, verification agents, title insurance companies, and document
printing services.

Conclusion

This Policy is intended to guide and regulate the County’s issuance of debt. The County
is aware, however, the financial environment and best practices may change. This policy
will be reviewed annually during the Strategic Financial Plan process and any necessary
updates will be presented to the BOS for consideration.
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Enhanced Infrastructure Financing District (EIFD) Participation Policy

Introduction

On September 24, 2014, the governor approved Senate Bill 628, which authorized the
formation of an Enhanced Infrastructure Financing District (EIFD). An EIFD is a limited
tax increment financing district created after the dissolution of redevelopment agencies in
2012,

An EIFD would allow two or more governmental entities to agree to secure a portion of
property tax revenue for the construction of infrastructure and other capital needs. A key
difference between EIFDs and former redevelopment agencies is, that the tax increment
given to the new district exciudes all property taxes associated with school districts.

No new taxes are created by establishing an EIFD. The County's participation in any
such district is voluntary and would require Board approval.

Purpose

Tax Increment financing is a fool that allows municipalities to promote economic
development by earmarking tax revenues from increases in assessed value within a
designated tax increment financing district.

This policy establishes criteria and procedures for the County’s participation in an EIFD
that includes:

1. Fiscal analysis demonstrating a positive net impact to the County

2. Analysis that evaluates whether the County's participation is a necessary pre-
condition for infrastructure projects to be undertaken,

3. Arequirement that a city’s contribution of property tax in the project must be equal
to or greater than the County’s contribution.

4. The County may not contribute 100% of its share of property tax increment.

5. The County’s contribution must be capped and have an end date identified.

Each requirement is intended to provide protection to the County in the event an EIFD
does not meet its original property tax projections.
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Minimum Requirements

1.

2.

The city’s contribution of property tax must be equal to or greater than that
contributed by the County General Fund and/or special districts.

The County must not be required to contribute 100% of its share of property tax
increment.

The fiscal analysis conducted must demonstrate a positive net impact to the
County General Fund as a result of the tax revenue generated from the project
area.

In addition to supporting economic development, the proposed EIFD project must
align with established Board priorities in one of the following areas: a) affordable
housing, b) homeless prevention, ¢} workforce development/job creation.

The EIFD proposal must be consistent with Division 2 of Title 5 of the California
Government Code (Section 53398.5 — 53398.58), which authorizes the formation
of EIFDs.

Fiscal Analysis

Each EIFD proposal shall be subject to fiscal analysis that will determine the expected
financial impact to the County General Fund and any special districts that may contribute
a portion of their property tax increment share. Where appropriate, the County may
require reimbursement from the proposing entity for the cost of conducting analysis.

The fiscal analysis will review the following:

1.

Anticipated growth in assessed value, absent any new development.

2. Expected new development; retail square footage, business park square footage,

4,
5.

B.

office space, apartment units, condominium units, housing units, hotel units,
parking spaces.

Tax Increment generated as a result of each new development opportunity
associated with EIFD,

Tax increment contributions from each participating agency.

Property tax revenue resulting to each taxing entity based on new development
and growth in assessed value.

Sales and transient occupancy tax revenue resulting to the County and city.

The resulting fiscal analysis must demonstrate a positive net impact to the County
General Fund based on anficipated tax revenue. The analysis will include a comparison

March 26, 2019

Page 2 of 4




Attachment C

EIFD Participation Policy

of the increased amount of property tax and sales taxes to the County generated by the
project with the amount of property taxes contributed to the EIFD.

Proposal Standards

1.

8.

The EIFD must demonstrate regional and community significance that may include
affordable housing, job creation, blight removal, or improvements to regional
transportation.

Project feasibility analysis must include a review that evaluates whether the
County's property tax increment is a necessary pre-condition for the infrastructure
and development project being considered.

Cost estimates for all infrastructure to be funded by the EIFD must be provided. A
cap on County contributions and an end date of County contributions will be
established related to the list of infrastructure projects to be completed.
Additionally, a plan for funding the anticipated operations and maintenance costs
for the proposed infrastructure must be given.

A plan to fund the administrative costs of the EIFD in the start-up and early years
of the project will be included.

A schedule of bond issuance, estimated bond proceeds, estimated interest rate
and interest cost must be provided in relation to any potential debt to be secured

by EIFD tax increment.

Review and evaluate Infrastructure Financing Proposal.

Board of Supervisors Approval

This policy assumes the County is an EIFD participant, contributing property tax
increment over a fixed period of time. As an EIFD participant, the Board will adopt a
Resolution and approve a Participation Agreement.

if the County were to form an EIFD, there are additional district formation and public
hearing requirements detailed in Division 2 of Title 5 of the California Government Code
(Section 53398.5 ~ 53398.58). This policy would be submitted to the Board at that time
for consideration to include the required additional processes.
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Conclusion

This Policy is intended to provide criteria and procedures for the County’s participation in
an EIFD. This policy will be reviewed annually for any changes to laws or best financial
practices, and any necessary updates will be presented to the Board for consideration.
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Senate Bill No, 628

CHAPTER 785

An act to add Chapter 2,99 (commencing with Section 33398.50) to Part
1 of Division 2 of Title 5 of the Government Code, relating to local
government,

[Approved by Governor September 29, 2014. Filed with
Secretary of State September 29, 2014.]

LEGISLATIVE COUNSEL’S DIGEST

SB 628, Beall. Enhanced infrastructure financing districts.

Existing law authorizes a legislative body of a city, defined to mean a
city ot a city and county, to establish an infrastructure financing district,
adopt an infrastructure financing plan, and issue bonds, for which only the
district is liable, to finance specified public facilities upon approval by %
of the voters. Existing law authorizes an infrasiructure financing district to
fund infrastructure projects through tax increment financing, pursuant to
the infrastructure financing plan and the agreement of affected taxing entities,
as defined. Existing law requires an infrastructure financing plan to include
the date on which an infrastructure financing district will cease to exist, that
may not be more than 30 years from the date on which the ordinance forming
the district is adopted.

This bill would additionally authorize the legislative body of a city or a
county, defined to include a city and county, to establish an enhanced
infrastruciure financing district, adopt an infrastructure financing plan, and
issue bonds, for which only the district is liable, upon approval by 55% of
the voters; to finance public capital facilities or other specified projects of
communitywide significance, including, but not limited to, brownfield
restoration and other environmental mitigation; the development of projects
on a former military base; the repayment of the transfer of funds to a military
base reuse authority, the scquisition, construction, or rehabilitation of
housing for persons of low and moderate ingome for rent or purchase; the
acquisition, construction, or repair of industrial structures for private use;
transit priotity projects; and projects to implement a sustainable communities
strategy, The bill would also autherize an enhanced infrastructure financing
district to utilize any powers under the Polanco Redevelopment Act.

This bil would require the legistative body to establish a public financing
authority, defined as the governing board of the enhanced infrastructure
financing authority, comprised of members of the legislative body of the
participating entities and of the public, prior to the adoption of a resolution
to form an enhanced infrastructure district and infrastructure financing plan,
This bill would require proceedings for the establishment of a district to be
instituted by the adoption of a resolution of intention that, among other
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things, states the boundaries of the district, the type of public facilities and
development proposed to be financed or assisted by the district, and the
need for the district and the goals the district proposes to achieve.

If the resolution is adopted by the legislative body after a public hearing,
the bill would prohibit the public financing authority from implementing
the infrastructure financing plan until specified events occur, This bill would
authorize the public financing authority to initiate proceedings to issue
bonds, and would require the proposal to issue bonds to be submitted to
qualified electors of the proposed district, as specified. By requiting electors
to make specified declarations on ballots under penalty of petjury, this bill
would expand circumstances under which a person may be convicted of a
crime and thereby, would impose a state-mandated local program.

This bill would authorize an enhanced infrastructure financing district to
fund infrastructure projects through tax increment financing, pursuant to
the infrastructore financing plan and the agreement of affected taxing entities,
as defined. This bill would authorize the creation of an infrastructure
financing district for up to 45 years from the date on which the issuance of
bonds is approved, ay specified, This bill would require an infrastructure
financing district to contract for the performance of an independent financial
and performance audit every 2 years, as specifted. This bill would authorize
a city, county, or special district that confains territory within the boundaries
of an infrastructure financing district, upon approval of its governing body,
to loan moneys to the infrastructure financing district to fund the activities
described in the infrastructure financing plan, as specified.

This bill would authorize an enhanced infrastructure financing district to
finance a project or portion of a project that is located in, or overlaps with,
a redevelopment project area or former redevelopment project area, as
specified. This bill would prohibit a eity or county that created a
redevelopment agency from creating a district until specified conditions
related to the wind down. of the former redevelopment agency have been
satisfied. This bill would provide that any debt or obligation of an enhanced
infrastructure financing district is subordinate to an enforceable obligation
of a former redevelopment agency. This bill would additionally authorize
the legislative body of the city forming an enhanced infrastructure financing
district to choose to dedicate any portion of its net available revenue, as
defined, to the enhanced infrastructure financing district through the
infrastructure financing plan, as specified,

The California Constitution requires the state to reimburse local agencies
and school districts for certain costs mandated by the state. Statutory
provisions establish procedures for making that reimbursement,

This bill would provide that no reimbursement is required by this act for
a specified reason.
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3 Ch. 785
The people of the State of California do enact as follows:

SECTION 1. Chapter 2,99 (commencing with Section 53393.50) is
added to Part 1 of Division 2 of Title 5 of the Government Code, to read:

Cuarrter 2.99, ENHANCED INFRASTRUCTURE BINANCING DISTRICT
Article 1. General Provisions

53398.50. The Legislature finds and declares that with the dissolution
of redevelopment agencies, public benefits will accrue if local agencies,
excluding schools, are provided a means to finance the reuse and
revitalization of former military bases, fund the creation of transit priority
projects ang the implementation of sustainable communities plans, construct
and rehabilitate affordable housing units, and construct facilities to house
providers of consumer goods and services in the communities served by
these efforts.

53398.51, Unlesy the context otherwise requeires, the definitions contained
in this article shall govern the construction of this chapter,

(a) “Affected taxing entity” means any governmental taxing agency
which levied or had levied on its behalf a property tax on all or a portion of
the property located in the proposed district in the fiscal year prior to the
designation of the district, but not including any county office of education,
school district, or community college district,

(b) “County” means a county or a city and county,

(¢} “Debt” means any binding obligation to repay a sum of money,
including obligations in the form of bonds, certificates of participation,
long-term leases, loans from government agencies, or loans from banks,
other financial institutions, private businesses, or individuals,

(d) “Designated official” means the city or county engineer or other
appropriate official designated pursuant to Section 53398.62.

(e) (1) “District” means an enhanced infrastructure financing district,

(2) An enhanced infrastructure financing district is a district within the
meaning of Section 1 of Article XIII A of the California Constitution.

() “Enhanced infrastructure financing district” means a legally constituted
governmental entity separate and distinct from the city or county that
established it pursuant to this chapter for the sole purpose of financing public
facilities or other projects as authorized by this chapter, An enhanced
infrastructure financing district shall be a local agency for purposes of
Chapter 9 {commencing with Section 54950).

(g) “Landowner” or “owner of land” means any person shown as the
owner of land on the last equalized assessment roll or otherwise known to
be the owner of the land by the legislative body. The legisfative body has
no obligation to obtain other information as to the ownership of land, and
its determination of ownership shall be final and conclusive for the purposes
of this chapter. A public agency is not a landowner or owner of land for
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purposes of this chapter, unless the public agency owns all of the land to
be included within the proposed district.

{h) “Legislative body” means the cily council or board of supervisors,

(i) “Public financing authority™ means the governing board of the district
established pursuant to this chapter.

53398.51.1. (a) The public financing authority shall have a membership
congisting of one of the following, as appropriate;

(1) Ifa district has only one participating affected taxing entity, the public
financing authority’s membership shall consist of three members of the
legislative body of the participating entity, and two members of the public
chosen by the legisiative body. The appointment of the public members
shall be subject to the provisions of Section 54974,

(2) If a district has two or more participating affected taxing entities, the
public financing authority’s membership shall consist of a majority of
membets from the legislative bodies of the participating entities, and a
minimum of two members of the public chosen by the legislative bodies of
the participating entities. The appointment of the public members shall be
subject to the provisions of Section 54974,

(b) The legislative body shall ensure the public financing authority is
established prior to adopting a resolution pursuant to Section 5339869 to
adopt an infrastructure financing plan and to form a district,

{c) Members of the public financing authority established pursuant to
this chapter shall not receive compensation but may receive reimbursement
for actual and necessary expenses incurred in the performance of official
duties pursuant to Article 2.3 (commencing with Section 53232) of Chapter
2

(d) Members of the public financing authority are subject to Article 2.4
(commencing with Section 53234) of Chapter 2.

(e) The public financing authority created pursuant to this chapter shall
be a local public agency subject to the Ralph M. Brown Act (Chapter 9
{commencing with Section 54950)), the California Public Records Act
(Chapter 3.5 (commencing with Section 6250) of Division 7 of Title 1), and
the Political Reform Act of 1974 (Title 9 (commencing with Section 81000)),

5339852, (a) (1) A district may finance any of the following:

(A) The purchase, construction, expansion, improvement, seismic retrofit,
or rehabilitation of any real or other tangible property with an estimated
useﬁul life of 15 years or longer that satisfies the requirements of subdivision
(b). :
{B) The planning and design work that is directly related to the purchase,
construction, expansion, or rehabilitation of property.

(C) The costs described in Sections 53398.56 and 53398.57,

(2) The facilities need not be physically located within the boundaries
of the district. However, any facilities financed outside of a district must
have a tangible connection to the work of the district, as detailed in the
infrastructure financing plan adopted pursuant to Section 53398.69.

(3) A district may not finance routine maintenatice, repair work, or the
costs of an ongoing operation or providing services of any kind.
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(b) The district shall finance only public capital facilities or other
specified projects of communitywide significance that provide significant
benefits to the district or the surrounding community, including, but not
limited to, all of the following;

(1) Highways, interchanges, ramps and bridges, arterial streets, parking
facilities, and transit facilities.

(2) Sewage treatment and water reclamation plants and interceptor pipes.

(3) Facilities for the collection and treatment of water for urban uses.

(4) Flood confrol levees and dams, retention basins, and drainage
channels.

(5) Child care facilities.

(6) Libraries.

(7) Parks, recreational facilities, and open space,

(8) Facilities for the transfer and disposal of solid waste, including transfer
stations and vehicles.

(9) Brownfield restoration and other environmental mitigation,

(10) The development of projects on a former military base, provided
that the projects are consistent with the military base authority reuse plan
and are approved by the military base reuse authority, if applicable,

(11) The repayment of the transfer of funds to a military base reuse
aathority pursuant to Section 67851 that occurred on or after the creation
of the district.

(12) Theacquisition, construction, or rehabilitation of housing for persons
of low and moderate income, as defined in Section 30093 of the Health and
Safety Code, for rent or purchase.

(13) Acquisition, construction, or repair of industrial structures for private
use.

(14) Transit priority projects, as defined in Section 21155 of the Public
Resources Code, that are located within a transit priority project area, For
purposes of this paragraph, a transit priority project area may include a
military base reuse plan that meets the definition of a transit priority project
area and it may include a contaminated site within a transit priority project
area,

(15) Projects that implement a sustainable communities strategy, when
the State Air Resources Board, pursuant to Chapter 2.5 (commencing with
Section 65080} of Diivision 2 of Title 7, has accepted a metropolitan planning
organization’s determination that the sustainable communities strategy or
the alternative planning strategy would, if implemented, achieve the
greenhouse gas emission reduction targets,

(c) The district shall require, by recorded covenants or restrictions, that
housing units built purswant to this section shall remain available at
affordable housing costs to, and occupied by, persons and families of low-
or modetate-income households for the longest feasible time, but for not
less than 55 years for rental units and 45 years for owner-occupied units,

(d) The district may finance mixed-income housing developments, but
may finance only those units in such a development that are restricted to
occupancy by persons of low or moderate incomes as defined in Section
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50093 of the Health and Safety Code, and those onsite facilities for child
care, after-school care, and social services that are integrally linked to the
tenants of the restricted units.

(e) A district may utilize any powers under the Polanco Redevelopment
Act (Article 12.5 (commencing with Section 33459) of Chapter 4 of Part 1
of Division 24 of the Health and Safety Cede), and finance any action
necessary to implement that act.

53398.53. Notwithstanding subdivision (b) of Section 53398.52, a district
may reimburse a developer of a project that is located entirely within the
boundaries of that district for any permit expenses incurred and to offset
additional expenses incutred by the developer in constructing affordable
housing units pursuant to the Transit Priority Project Program established
in Section 65470,

53398.54. A city or county thal created a redevelopment agency, as
defined in Section 33003 of the Health and Safety Code, shall neither initiate
the creation of a district, nor participate in the governance or financing of
a district, until each of the following has occurred:

(a) The successor agency for the former redevelopment agency created
by the city or county has received a finding of completion, ag specified in
Section 34179.7 of the Health and Safety Code.

{b) The city or county ceitifies to the Department of Finance and to the
public financing authority that no former redevelopment agency assets that
are the subject of litigation involving the state, where the city or county, the
suceessor agency, or the designated local authority are a named plaintiff,
have been or will be used to benefit any efforts of an enhanced infrastructure

financing district formed under this chapter, unless the litigation and afl

possible appeals have been resolved in a court of law. The city or county
shall provide this certification to the Department of Finance within 10 days
of its legislative body’s action to participate in an enhanced infrastructure
financing district pursuant io Section 53398.68, or of its legislative body’s
action to form an enhanced infrastructure financing district pursuant to
Section 53398.69.

(c) The office of the Controller has completed its review as specified in
Section 34167.5 of the Health and Safety Code.

(d) The successor agency and the entity that created the formier
redevelopment agency have complied with all of the office of the Controller’s
findings and orders stemming from the reviews as specified in subdivision
(c).
53398.55. (a) A district may include any portion of a former
redevelopment project area that was previously created pursuant to Part 1
(comumencing with Section 33000} of Division 24 of the Health and Safety
Code, provided that the city or county that created the former redevelopment
agency has met the requirements of Section 53398.54,

(b) A district may finance only the facilities authorized in this chapter
to the extent that the facilities are in addition to those provided in the territory
of the district before the district was created. The additional facilities may
not supplant facilities already available within that territory when the district
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was created but may supplement, rehabilitate, upgrade, or make more
sustainable those facilities.

(¢) A district may include areag which are not contiguous,

53398.56. It is the intent of the Legislature that the creation of the
districts should not ordinarily lead to the removal of existing dwelling units.
If, however, any dwelling units are proposed to be removed or destroyed
in the course of private development or public works construction within
the area of the district, the infrastructure financing plan adopted pursuant
to Section 53398.69 shall contain provisions to do all of the following:

(a) Within two yeats of the removal or destruction, cause or require the
construction or rehabilitation, for rent or sale to persons or families of low
or moderate income, of an equal number of replacement dwelling units at
affordable housing cost, as defined in Section 50052.5 of the Health and
Safety Code, within the territory of the district if the dwelling units removed
were inhabited by persons or families of Tow or moderate income, as defined
in Section 50093 of the Health and Safety Code.

(b) Within two years of the removal or destruction, cause or require the
construction or rehabilitation, for rent or sale to persons of low or moderate
income, a number of dwelling units that is at least one unit but not less than
25 percent of the total dwelling units removed at affordable housing cost,
as defined in Section 50052.5 of the Health and Safety Code, within the
territory of the district if the dwelling units removed or destroyed were not
inhabited by persons of low or moderate income, as defined in Section
50093 of the Health and Safety Code.

(c) Provide relocation assistance and make all the payments required by
Chapter 16 (commencing with Section 7260) of Division 7 of Title 1, to
persons displaced by any public or private development occurring within
the territory of the district. This displacement shall be deemed to be the
result of public action.

(d) Ensure that removal or destruction of any dwelling units ocoupied
by persons or families of low or moderate incorne not take place unless and
until there are suitable housing units, at compatable cost to the units from
which the persons or families were displaced, available and ready for
occupancy by the residents of the units at the time of their displacement,
The housing units shall be suitable to the needs of these displaced persons
or families, and shall be decent, safe, sanitary, and otherwise standard
dwellings,

(e) (1) The district shall require, by recorded covenants or restrictions,
that housing units built pursuant to this section shall remain available at
affordable housing costs to, and occupied by, persons and families of low-
or moderate-income househalds for the longest feasible time, but for not
less than 55 years for rental units and 45 years for owner-occupied units.

(2) Inlieu of a 45-year covenant or restriction, the district may subject
owner-occupied units to an equity sharing agreement described in paragraph
{2) of subdivision (¢) of Section 65915,

53398.57. Any action or proceeding to attack, review, set aside, void,
or annul the creation of a district, adoption of an infrastructure financing
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plan, including a division of taxes thereunder, or an election pursuant to
this chapter shall be commenced within 30 days after the enactment of the
resolution creating the district pursuant to Section 53398.69. Consistent
with the time limitations of this section, such an action or proceeding with
respect to a division of taxes under this chapter may be brought pursuant to
Chapter 9 {commencing with Section 860) of Title 10 of Part 2 of the Code
of Civil Procedure, exoept that Section 869 of the Code of Civil Procedure
shall not apply.

53398.58. An action to determine the validity of the issuance of bonds
pursuant to this chapter may be brought pursuant to Chapter 9 (commencing
with Section 860} of Title 10 of Part 2 of the Code of Civil Procedure.
However, notwithstanding the time limits specified in Section 860 of the
Code of Civil Procedure, the action shall be commenced within 30 days
after adoption of the resolution pursuant to Section 53398.81 providing for
issuance of the bonds if the action is brought by an interested person pursuant
to Section 863 of the Code of Civil Procedure. Any appeal from a judgment
in that action or proceeding shall be commenced within 30 days after entry
of judgment.

Article 2. Preparation and Adoption of Infrastructure Financing Plan

53398.59. A legislative body of a city or county may designate one or
more proposed enhanced infrastructure financing districts pursuant to this
chapter. Proceedings for the establishment of a district shall be instituted
by the adoption of a resolution of intention to establish the proposed district
and shall do all of the following:

(a) State that an enhanced infrastructure financing district is proposed to
be established under the terms of this chapter and describe the boundaries
of the proposed district, which may be accomplished by reference to a map
on file in the office of the clerk of the city or in the office of the recorder
of the county, as applicable,

{b) State the type of public facilities and development proposed to be
financed or assisted by the district in accordance with Section 53398.52,

(c) State the need for the district and the goals the district proposes to
achieve.

(d) State that incremental property tax revenue from the city or county
and some or all affected taxing entities within the district, if approved by
resolution pursuant to Section 53398.68, may be used to finance these
activities,

(e) Fix atime and place fot a public hearing on the proposal.

53398.60. The legislative body shall direct the city clerk or county
recorder, as applicable, to mail a copy of the resolution of intention to create
the district to each owner of land within the district,

53398.61. The legislative body shall direct the city clerk or county
recorder, as applicable, to mail a copy of the resolution to each affected
taxing entity.
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53398.62. After adopting the resolution pursuant to Section 53398.59,
the legislative body shall designate and direct the city or county engineer
or other appropriate official to prepare an infrastructure plan pursuant to
Section 53398.63.

53398.63. After receipt of a copy of the resolution of intention to
establish a district, the official designated pursuant to Section 53395.62
shall prepare a proposed infrastructure financing plan. The infrastructure
financing plan shall be consistent with the general plan of the city or county
within which the disfrict is Jocated and shall include all of the following:

(a) A map and legal description of the proposed district, which may
include all or a portion of the district designated by the legislative body in
its resolution of intention.

{b) A description of the public facilities and other forms of development
or financial assistance that is proposed in the area of the district, including
those to be provided by the private sector, those to be provided by
governmental entities without assistance under this chapter, those public
improvements and facilities to be financed with assistance from the proposed
district, and those to be provided joinily. The description shall include the
proposed location, timing, and costs of the development and financial
assistance.

(c) If funding from affected taxing entitles is incorporated into the
financing plan, a finding that the development and financial assistance are
of communitywide significance and provide significant benefits to an area
larger than the area of the district,

(d) A financing section, which shall contain all of the following
information:

(1) A specification of the maximum portion of the incremental tax revenue
of the city or county and of each affected taxing entity proposed to be
comumitted to the district for each year during which the district will receive
incremental tax revenue, The portion need not be the same for all affected
taxing entities. The portion may change over time,

(2) A projection of the amount of tax revenues expected to be received
by the district in each year during which the district will receive tax revenues,
including an estimate of the amount of tax revenues attributable to each
affected taxing entity for each year.

(3) A plan for financing the public facilities to be assisted by the district,
including a detailed description of any intention to incur debt,

{(4) A limit on the total number of dollars of taxes that may be allocated
to the district pursuant to the plan.

{(5) A date on which the district will cease to exist, by which time all tax
allocation to the district will end. The date shall not be more than 45 years
from the date on which the issuance of bonds is approved pursuant to
subdivision (a) of Section 53398.81, or the issuance of a foan is approved
by the governing board of a local agency pursuant to Section 53398.87.

{(6) An analysis of the costs to the city or county of providing facilities
and services to the area of the district while the area is being developed and
after the area is developed. The plan shall also include an analysis of the

90

Attachment D

Page 8 of 18




Ch. 785 —10 —

tax, fee, charge, and other revenues expected to be received by the city or
county as a result of expected development in the area of the district.

(7) An analysis of the projected fiscal impact of the district and the
assocjated development upon each affected taxing entity.

(8) A plan for financing any potential costs that may be incurred by
reimbursing a developer of a project that is both located entirely within the
boundaries of that district and qualifies for the Transit Priority Project
Program, pursuant to Section 65470, including any permit and affordable
housing expenses related to the project.

(e) If any dwelling units occupied by persons or families are proposed
to be removed or destroyed in the course of private development or public
works construction within the area of the disirict, a plan providing for
replacement of those units and relocation of those persons or families
consistent with the requirements of Section 53398.56.

(f) The goals the district proposes to achieve for each project financed
pursuant to Section 53398.52.

53398.64. The infrastructure financing plan shall be sent to each owner
of land within the proposed district and to each affected taxing entity together
with any report required by the California Environmental Quality Act
(Division 13 (commencing with Section 21000) of the Public Resources
Code) that pertains to the proposed public facilities or the proposed
development project for which the public facilities are needed, and shall be
made available for public inspection. The report shall also be sent to the
planning commission and the legislative body,

53398.65. The designated official shall consult with each affected taxing
entity, and, at the request of any affected taxing entify, shall meet with
representatives of an affected taxing entity. Any affected taxing entity may
suggest revisions to the plan,

53398.66. The legislative body shall conduct a public hearing prior to
adopting the proposed infrastructure financing plan. The public hearing
shall be called no sooner than 60 days after the plan has been sent to each
affected taxing entity. In addition to the notice given to landowners and
affected taxing entities pursuant to Sections 53398.60 and 53398.61, notice
of the public hearing shall be given by publication not less than once a week
for four successive weeks in a newspaper of general circulation published
in the city or county in which the proposed district is located. The notice
shall state that the district will be used to finance public facilities or
development, briefly describe the public facilities or development, briefly
describe the proposed financial arrangements, including the proposed
commitment of incremental tax revenue, describe the boundaries of the
proposed district and state the day, hour, and place when and where any
persons having any objections to the proposed infrastracture financing plan,
or the regularity of any of the prior proceedings, may appear before the
legislative body and object to the adoption of the proposed plan by the
legislative body,

53398.67. At the hour set in the required notices, the legislative body
shall proceed to hear and pass upon all written and oral objections. The
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hearing may be continued from time to time. The legislative body shall
consider the recommendations, if any, of affected taxing entities, and all
evidence and testimony for and against the adoption of the plan. The
legislative body may modify the plan by ¢liminating or reducing the size
and cost of proposed facilities or development, by reducing the amount of
proposed debt, or by reducing the portion, amount, or duration of incremental
tax revenues to be committed to the district,

53398.68. (a) The legislative body shall not enact a resolution proposing
formation of a district and providing for the division of taxes of any affected
taxing entity pursuant fo Article 3 (commencing with Section 53398.75)
unless a resolution approving the plan has been adopted by the governing
body of each affected taxing entity which is proposed to be subject to
division of taxes pursuant to Article 3 (commencing with Section 53398,75)
and has been filed with the legislative body at or prior to the time of the
hearing.

(b) Nothing in this section shall be construed {o prevent the legislative
body from amending its infrastructure financing plan and adopting a
resolution proposing formation of the enhanced infrastructure financing
district without allocation of the tax revenues of any affected taxing entity
that has not approved the infrastructure financing plan by resolution of the
governing body of the affected taxing entity.

53398.69. (a) Atthe conclusion ofthe hearing, the legislative body may
adopt a resolution proposing adoption of the infrastructure financing plan,
as modified, and formation of the enhanced infrastructure financing district
in a manner consistent with Section 53398.68, or it may abandon the
proceedings,

(b) The infrastructure financing plan and the formation of the enhanced
infrastructure financing district shall take effect upon the legislative body’s
adoption of the resolution. The infrastructure financing plan shall specify
if the district shall be funded solely through the district’s share of tax
increment, governmetital or private loans, grants, bonds, assessments, fees,
or some combination thereof. However, the public financing authority may
not issue bonds or levy assessments or fees that may be included in the
infrastructure financing plan prior to one or more of the following:

(1} An affirmative vote, pursuant to subdivision (a) of Section 53398.81,
to issue bonds to finance the infrastructure financing plan,

(2) Without compliance with the procedures required in subdivision (f)
of Section 53398,75, to levy assessments or fees to finance the infrastructure
financing plan,

{¢) In addition the district may expend up to 10 percent of any accrued
tax increment in the first two years of the effective date of the enhanced
infrastructure financing district on planning and dissemination of information
to the residents within the district’s boundaries about the infrastructure
financing plan and planned activities to be funded by the district,

53398.70. (a) Except as otherwise provided in this chapter, the
provisions of law regulating elections of the local agency that calls an
election pursuant to this chapter, insofar as they may be applicable, shall
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govetn all elections conducted pursuant to this chapter. Except as provided
in subdivision (b}, there shall be prepared and included in the ballot material
provided to each voter, an impartial analysis pursuant to Section 9160 or
9280 of the Elections Code, arguments and rebuttals, if any, pursuant to
Sections 9162 to 9167, inclusive, and Section 9190 of the Elections Code
or pursuant to Sections 9281 to 9287, inclusive, and Section 9295 of the
Elections Code.

(b) Ifihe vote is to be by the landowners of the proposed district, analysis
and arguments may be waived with the unanimous consent of all the
landowners and shall be so stated in the order for the election.

53398.71. (@) If the election is to be conducted by mail ballot, the
election official conducting the election shall provide ballots and election
materials pursuant to subdivision (d} of Section 53326 and Section 53327,
together with all supplies and instructions necessary for the use and return
of the ballot.

{b) The identification envelope for return of mail ballots used in
Iandowner elections shall contain the following;

(1) The name of the landowner.

(2) The address of the landowner.

(3) A declaration, under penalty of perjury, stating that the voter is the
owner of record or the anthorized representative of the landowner entitled
to vote and is the person whose name appears on the identification envelope.

(4) The printed name and signature of the voter,

{5) The address of the voter.

(6) The date of signing and place of execution of the declaration pursuant
to paragraph (3),

{7} A notice that the envelope containg an official ballot and is to be
opened only by the canvassing board.

53398.74, The publc financing authority may submit a proposition to
establish or change the appropriations limit, as defined by subdivision (h)
of Section 8 of Article XHI B of the California Constitution, of a distriet to
the qualified electors of a proposed or established district. The proposition
establishing or changing the appropriations limit shall become effective if
approved by the qualified electors voting on the proposition and shall be
adjusted for changes in the cost of living and changes in populations, as
defined by subdivisions (b) and (¢} of Section 7901, except that the change
in population may be estimated by the legislative body in the absence of an
estimate by the Department of Finance, and in accordance with Section 1
of Article XIIT B of the California Constitution, For purposes of adjusting
for changes in population, the population of the district shall be deemed to
be at least one person during each calendar year, Any election held pursuant
to this section may be combined with any election held pursuant to Section
53398.80 in any convenient manner.
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Article 3. Division of Taxes

53398.75, (a) Any infrastructure financing plan may contain a provision
that taxes, if any, levied upon taxable property in the area included within
the enhanced infrastructure financing district each year by or for the benefit
of the State of California, or any affected ilaxing entity after the effective
date of the ordinance adopted pursuant to Section 53398.69 to create the
district, shall be divided as follows:

(1) That portion of the taxes that would be produced by the rate upon
which the tax is levied each year by or for each of the affected taxing entities
upon the total sum of the assessed value of the taxable property in the district
as shown upon the assessment roll used in connection with the taxation of
the property by the affected taxing entity, last equalized prior to the effective
date of the ordinance adopted pursuant to Section 53398.69 to create the
district, shall be allocated to, and when collected shall be paid to, the
respective affected taxing entities as faxes by or for the affected taxing
entities on all other property are paid,

{(2) That portion of the levied taxes each year specified in the adopted
infrastructure financing plan for the city or county and each affected taxing
entity that has agreed to participate pursuant {o Section 53398.68 in excess
of the amount specified in subdivision (a) shall be allocated to, and when
collected shall be paid into a special fund of, the district for all lawful
purposes of the district. Unless and until the total assessed valuation of the
taxable property in a district exceeds the total assessed value of the taxable
property in the district as shown by the last equalized assessment roll referred
to In subdivision (a), all of the taxes levied and collected upon the taxable
property in the district shall be paid to the respective affected taxing entities.
When the district ceases to exist pursuant to the adopted infrastructure
financing plan, all moneys thereafter received from taxes upon the taxable
property in the district shall be paid to the respective affected taxing entities
ag taxes on all other property are paid,

(b) Notwithstanding subdivision (a), where any district boundaries overlap
with the boundaries of any former redevelopment project area, any debt or
obligation of a district shall be subordinate to any and all enforceable
obligations of the former redevelopment agency, as approved by the
Oversight Board and the Department of Finance. For the purposes of this
chapter, the division of taxes allocated to the district pursuani to subdivision
(a) of this section or of subdivision (b) of Section 53396 shall not include
any taxes required to be deposited by the county auditor-controller into the
Redevelopment Property Tax Trust Fund created pursuant fo subdivision
(b) of Section 34170.5 of the Health and Safety Code.

(¢} The legislative body of the city or county forming the district may
choose to dedicate any portion of its net available revenue to the district
through the financing plan described in Section 53398.63.

(d) For the purposes of this section, “net available revenue” means
periodic distributions to the city or county from the Redevelopment Property
Tax Trust Fund, created pursuant to Section 34170.5 of the Health and
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Safety Code, that are available to the city or county after all preexisting
legal commitrnents and statutory obligations funded from that revenue are
made pursuant to Part 1.85 (commencing with Section 34170) of Division
24 of the Health and Safoty Code. “Net available revenue” shall not include
any funds deposited by the county auditor-controller into the Redevelopment
Property Tax Trust Fund or funds remaining in the Redevelopment Property
Tax Trust Fund prior to distribution, Net available revenues shall not include
any moneys payable to a school district that maintaing kindergarten and
grades 1 to 12, inclusive, community college districts, county office of
education, or fo the Educational Revenue Augmentation Fund, pursuant to
paragraph {4) of subdivision (a) of Section 34183 of the Health and Safety
Code.

(e) (1) That portion of any ad valorem property tax revenue annually
allocated to a city or county pursuant to Section 97.70 of the Revenue and
Taxation Code that is specified in the adopted infrastructure financing plan
for the city or county that has agreed to participate pursuant to Section
53398.68, and that corresponds to the increase in the assessed valuation of
taxable property shall be allocated to, and when collected shall be
apportioned to a special fund of the district for all lawful purposes of the
district.

(2) When the district ceases to exist pursuant to the adopted infrastructure
financing plan, the revenues described in this subdivision shall be allocated
to, and when collected, shall be apportioned to the respective city or county,

(f) This section shall not be construed to prevent a district from utilizing
revenues from any of the following sources to support its activities provided
that the applicable voter approval has been obtained, and the infrastructure
financing plan has been approved pursuant to Section 53398.69:

(1} The Improvement Act of 1911 (Division 7 (commencing with Section
5000) of the Streets and Highways Code),

(2} The Municipal Improvement Act of 1913 (Division 12 (commencing
with Section 10000) of the Streets and Highways Code).

(3) The Improvernent Bond Act of 19135 (Division 10 (commencing with
Section 8500) of the Streets and Highways Code).

(4) The Landscaping and Lighting Act of 1972 (Part 2 (commencing
with Section 22500) of Division 15 of the Streets and Highways Code).

(5) The Vehicle Parking District Law of 1943 (Part 1 (commencing with
Section 31500} of Division 18 of the Streets and Highways Code).

(6) The Parking Dstrict Law of 1951 (Part 4 (commencing with Section
35100) of Division 18 of the Streets and Highways Code).

{7) The Park and Playground Act of 1909 (Chapter 7 (commencing with
Section 38000) of Part 2 of Division 3 of Title 4 of this code).

(8) The Mello-Roos Community Facilities Act of 1982 (Chapter 2.5
{commencing with Section 53311) of Part 1 of Division 2 of this title).

(9) The Benefit Assessment Act of 1982 (Chapter 6.4 (commencing with
Section 54703) of Part 1 of Division 2 of this title).

(10} The so-called facilities benefit assessment levied by the charter city
of San Diego or any substantially similar assessment levied for the same
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purpose by any other charter ¢ity pursuent to any ordinance or charter
provision,

53398.76. All costs incurred by a county in connection with the division
of taxes pursuant to Section 53398.75 for a district shall be paid by that
district.

Atticle 4, Tax Inctement Bonds

53398.77. The public financing authority may, by majority vote, initiate
proceedings to issue bonds pursuant to this chapter by adopting a resolution
stating its intent to issue the bonds.

53398.78, The resolution adopted pursuant to Section 53398.77 shall
contain all of the following information:

(a) A description of the facilities or developments to be financed with
the proceeds of the proposed bond issue.

(b) The estimated cost of the facilities or developments, the estimated
cost of preparing and issuing the bonds, and the principal amount of the
proposed bond issuance,

(¢) The maximum interest rate and discount on the proposed bond
issuance.

(d} The date of the election on the proposed bond issuance and the manner
of holding the election,

(e) A determination of the amount of tax revenue available or estimated
to be available, for the payment of the principal of, and interest on, the
bonds.

{f) A finding that the amount necegsary to pay the principal of, and interest
on, the proposed bond issuance will be less than, or equal to, the amount
determined pursuant to subdivision (e).

53398.79. The clerk of the public financing authority shall publish the
resolution adopted pursuant to Section 53398,77 once a day for at least
seven successive days in a newspaper published in the city or county at least
six days a week, or at least once a week for two successive weeks in a
newspaper published in the city or county less than six days a week.

If there are no newspapers meeting these ctiteria, the resolution shall be
posted in three public places within the territory of the district for two
succeeding weeks.

53398.80. (a) The public financing authority shall submit the proposal
to issue the bonds to the voters who reside within the district. If the public
financing authority adopts a resolution proposing initiation of proceedings
to issue bonds pursuant to Section 53398.77, it shall then submit that
proposal, together with the information specified in subdivisions (a) to (¢),
inclusive, of Section 53398.78, to the qualified electors of the district in the
next general election or in a special election to be held, notwithstanding any
other requirement, including any requirement that elections be held on
specified dates, contained in the Elections Code, at least 90 days but not
more than 180 days following the adoption of the resolution of bond
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issnance. The public financing authority shall provide the resolution of bond
issnance, a certified map of sufficient scale and clarity to show the
boundaries of the district, and a sufficient description to allow the election
official to determine the boundaries of the district to the official conducting
the election within three business days after the adoption of the resolution
of bond issuance. The assessor’s parcel numbers for the land within the
district shall be included if it is a landowner election or the district does not
conforn to an existing district’s boundaries and if requested by the official
conducting the election. If the election i 1o be held less than 125 days
following the adoption of the resolution of bond issuance, the concurrence
of the election official conducting the election shall be required. However,
any time limit specified by this section or requirement pertaining to the
conduct of the election may be waived with the unanimous consent of the
qualified electors of the proposed district and the concurrence of the election
official conducting the election.

(b} Ifatleast 12 persons have been registered to vote within the territory
of the district for each of the 90 days preceding the close of the hearing, the
vote shall be by the registered voters of the district, who need not necessarily
be the same persons, with each voter having one vote. Otherwise, the vote
shall be by the landowners of the district and each landowner who is the
owner of record at the close of the protest hearing, or the authorized
representative thereof, shall have oné vote for each acre or portion of an
acre of land that hie or she owns within the district. The number of votes to
be voted by 4 particular landowner shall be specified on the ballot provided
to that landowaner.

(¢) Ballots for the special election authorized by subdivision (a) may be
distributed to qualified electors by mail with return postage prepaid or by
personal service by the election official. The official conducting the election
may certify the proper mailing of ballots by an affidavit, which shall be
exclusive proof of mailing in the absence of fraud. The voted ballots shall
be returned to the election officer conducting the election not later than the
bour specified in the resolution calling the election, However, if all the
qualified voters have voted, the election shall be closed.

53398.81. (a) The bonds may be issued if' 55 percent of the voters voting
on the proposition vote in favor of issuing the bonds,

(b) If the voters approve the issuance of the bonds as provided by
subdivision (a), the public financing authority shall proceed with the issuance
of the bonds by adopting a resolution that shall provide for all of the
following:

(1) The issuance of the bonds in one or more series,

(2) The principal amount of the bonds that shall be consistent with the
amount specified in subdivision (b) of Section 53398.78.

(3) The date the bonds will bear,

{4) The date of maturity of the bonds.

{5) The denomination of the bonds,

{6} The form of the bonds.

(7} The manner of execution of the bonds,
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(8) The medium of payment in which the bonds are payable.

{9) The place or manner of payment and any requirements for registration
of the bonds,

(10) The terms of call or redemption, with or without premium,

53398.82. If any proposition submitied to the voters pursuant to this
chapter is defeated by the voters, the public financing authority shall not
submit, or cause to be submitted, a similar propogition to the voters for at
least one year after the first election.

53398.83. The public financing authority may, by majority vote, provide
for refunding of bonds issued pursuant to this chapter. However, refunding
bonds shall not be issued if the total net interest cost to maturity on the
refunding bonds plus the principal amount of the refunding bonds exceeds
the total net interest cost to maturity on the bonds to be refunded. The public
financing authority may not extend the time to maturity of the bonds.

53398.84. The public financing authority or any person executing the
bonds shall not be personally Hable on the bonds by reason of their issuance.
The bonds and other obligations of a district issued pursuant to this chapter
are not a debt of the city, county, or state or of any of its political
subdivisions, other than the district, and none of those entities, other than
the district, shall be liable on the bonds and the bonds or obligations shall
be payable exclusively from funds or properties of the district, The bonds
shall contain a statement to this effect on their face. The bonds do not
constitute an indebtedness within the meaning of any constitutional or
statutory debt limitation.

53398.85. The bonds may be sold at discount not to exceed 3 percent
of par at public sale. At least five days prior to the sale, notice shall be
published, pursuant to Section 6061, in a newspaper of general circulation
and in a financial newspaper published in the City and County of San
Francisco and in the City of Los Angeles. The bonds may be sold at not Iess
than par to the federal government at private sale without any public
advertisement,

53398.86. If any member of the public financing authority whose
signature appears on bonds ceases to be a member of the public financing
authority before delivery of the bonds, his or her sighature is ag effective
as if he or she had remained in office. Bonds issued pursuant to this chapter
are fully negotiable.

53398.87. Upon the approval of its governing board, a city, county, or
special district that contains territory within the boundaries of a district,
may loan moneys to the district to fund those activities described in the
infrastracture financing plan approved and adopted pursuant to Section
53398.69. Moneys loaned pursuant to this provision may be repaid at an
interest rate that does not exceed the Local Agency Investment Fund rate
that is in effect on the date that the loan is approved by the governing board.
Notwithstanding any other provision of law it is the intent of the Legislature
that any loan issued to a public financing authority by a governmental entity
shall be repaid fully unless agreed to otherwise between the authority and
the governmental entity.
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53398.88, (a) Every two years after the issuance of debt pursuant to
Section 53398.81, the disirict shall contract for an independent financial
and performance audit. The audit shall be conducted according to guidelines
established by the Controller. A copy of the completed audit shall be
provided to the Controller, the Director of Finance, and to the Joint
Legislative Budget Committee.

(b) Upoen the request of the Governor or of the Legislature, the Bureau
of State Audits shall be authorized to conduct financial and performance
audits of districts. The results of the audits shall be provided io the district,
the Controller, the Director of Finance, and the Joint Legislative Budget
Committee, '

SEC. 2. No reimbursement is required by this act pursuant to Section
6 of Article X111 B of the California Constitution because the only costs that
may be incurred by a local agency or school district will be incurred because
this act creates a new crime or infraction, eliminates a crime or infraction,
or changes the penalty for a crime ot infraction, within the meaning of
Section 17556 of the Government Code, or changes the definition of a crime
within the meaning of Section 6 of Article XIIIB of the California
Constitution. :
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TITLE 2. GOVERNMENT OF THE STATE OF CALIFORNIA [8000 - 22980] ( Title 2 enacted by Stats. 1943, Ch. 134. )
DIVISION 1. GENERAL [8000 - 8899.24] ( Division 1 enacted by Stats. 1943, Ch. 134. )

CHAPTER 11.5. California Debt and Investment Advisory Commission [8855 - 8859] ( Heading of Chapter 11.5 amended by
Stats. 2004, Ch. 7, Sec. 2. )

(a) There is created the California Debt and Investment Advisory Commission, consisting of nine members,
ssssselected as follows:

(1) The Treasurer, or his or her designee.
(2) The Governor or the Director of Finance.
(3) The Controller, or his or her designee.

(4) Two local government finance officers appointed by the Treasurer, one each from among persons employed by a
county and by a city or a city and county of this state, experienced in the issuance and sale of municipal bonds and
nominated by associations affiliated with these agencies.

(5) Two Members of the Assembly appointed by the Speaker of the Assembly.
(6) Two Members of the Senate appointed by the Senate Committee on Rules.

(b) (1) The term of office of an appointed member is four years, but appointed members serve at the pleasure of the
appointing power. In case of a vacancy for any cause, the appointing power shall make an appointment to become
effective immediately for the unexpired term.

(2) Any legislators appointed to the commission shall meet with and participate in the activities of the commission to
the extent that the participation is not incompatible with their respective positions as Members of the Legislature. For
purposes of this chapter, the Members of the Legislature shall constitute a joint interim legislative committee on the
subject of this chapter.

(c) The Treasurer shall serve as chairperson of the commission and shall preside at meetings of the commission.

(d) Appointed members of the commission shall not receive a salary, but shall be entitled to a per diem allowance of
fifty dollars ($50) for each day’s attendance at a meeting of the commission not to exceed three hundred dollars
($300) in any month, and reimbursement for expenses incurred in the performance of their duties under this chapter,
including travel and other necessary expenses.

(e) The commission may adopt bylaws for the regulation of its affairs and the conduct of its business.

(f) The commission shall meet on the call of the chairperson, at the request of a majority of the members, or at the
request of the Governor. A majority of all nonlegislative members of the commission constitutes a quorum for the
transaction of business.

(g) The office of the Treasurer shall furnish all administrative assistance required by the commission.
(h) The commission shall do all of the following:

(1) Assist all state financing authorities and commissions in carrying out their responsibilities as prescribed by law,
including assistance with respect to federal legislation pending in Congress.

(2) Upon request of any state or local government units, to assist them in the planning, preparation, marketing, and
sale of debt issues to reduce cost and to assist in protecting the issuer’s credit.

(3) Collect, maintain, and provide comprehensive information on all state and all local debt authorization and
issuance, track and report on all state and local outstanding debt until fully repaid or redeemed, and serve as a
statistical clearinghouse for all state and local debt. This information shall be available to the public.

(4) Maintain contact with state and municipal bond issuers, underwriters, credit rating agencies, investors, and others
to improve the market for state and local government debt issues.

(5) Undertake or commission studies on methods to reduce the costs and improve credit ratings of state and local
issues.

(6) Recommend changes in state laws and local practices to improve the sale and servicing of state and local debts.
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(7) Establlsh a continuing education program for local officials having direct or supervisory responsibiilty over
municipal Investments and debt Issuance. The commission shall undertake these and any other activities necessary to
disclose investment and debt Issuance practices and strategies that may be conduclve for oversight purposes,

(8) Coliect, malntain, and provide information on tocal agency nvestments of public funds for local agency
investment.

(9) Publish a monthly newsletter describing and evaluating the operations of the commlsston during the preceding
month.

(1) {1} The issuer of any proposed debt issue of state or local government shall, no later than 30 days prior to the sale
of any debt Issue, submit a report of the propoesed Issuance to the commisslon by any method approved by the
commission. This subdivision shall also apply to any nonprofit public beneflt corporation incorporated for the purpose
of acquiring student loans, The cormmission may require Information to be submitted In the report of proposed debt
issuance that It conslders appropriate. Fallure to submit the report shall not affect the validity of the sale, The report
of proposed debt issuance shall include a certification by the tssuer that it has adopted local debt polictes concerning
the use of debt and that the contemplated debt issuance is consistent with those local debt policies. A local debt policy
shall include all of the following:

(A) The purposes for which the debt proceeds may be used.
(B} The types of debt that may be Issued.

(C) The relationship of the debt to, and Integration with, the issuer’s capital Improvement program or budget, if
applicable.

(D) Policy goals reiated to the issuer's planning goals and objectives.

(E) The Internal control procedures that the issuer has implemented, or will implement, to ensure that the proceeds of
the proposed debt Issuance wlll be directed to the intended use,

(2} In the case of an issue of bonds the proceeds of which will be used by a governmental entity other than the issuer,
the Issuer may rely upon a certification by that other governmental entity that it has adopted the policies described in
subparagraphs {C), (D), and (E) of paragraph (1), and references to the “issuer” in those subparagraphs shall be
deemed to refer instead to the other governmental entity.

{I) The issuer of any debt [ssue of state or local government, not later than 21 days after the sale of the debt, shail
submit a repert of finat sale to the commission by any method approved by the commission. A copy of the final official
statement for the issue shall accompany the report of final sale. If there is no official statement, the issuer shall
provide each of the following documents, If they exist, along with the report of final sale:

(1) Other disclosure document,

(2) Indenture,

(3) Installment sales agreement.
(4) Loan agreement,

(5) Promissory note,

(6) Bond purchase contract.

(7) Resolution authorizing the Issue.
(8) Bond specimen,

The commission may require Information to be submitted In the report of final sale that it conslders appropriate. The
issuer may redact confldentlal informatlon contained in the documents if the redacted Information Is not information
that is otherwise required to be reported to the commission.

{k) (1) A public agency, whether state or local, shail submit an annual report for any Issue of debt for which it has
submitted a report of final sale pursuant to subdivision () on or after January 21, 2017. The annual report shall cover
a reporting period from July 1 to June 30, Inclusive, and shall be submitted no later than seven months after the end
of the reporting period by any method approved by the commission, Before approving any annual method of reporting
pursuant to this subdivision, the commission shall consult with appropriate state and local debt Issuers and
organizations representing debt Issuers for purposes that shall Include, but not be limited to, making a proposed
reporting method moreg efficlent and less burdensome for [ssuers, The annual report shall consist of the following
information:

(A} Debt autharized during the reporting period, which shall include the following:

(1) Debt authorlzed at the beginning of the reporting perlod.

(it) Debt authorized and Issued during the reporting perlod,

(ill} Debt authorized but not issued at the end of the reporting perlod.

(iv) Debt authority that has lapsed during the reporting period,

(B) Debt outstanding during the reporting period, which shall Include the following:

(I Principal balance at the beginning of the reporting period.

(ity Principal paid during the reporting period.

{ll) Principal outstanding at the end of the reporting period.

{C) The use of proceeds of issued debt during the reportlng period, which shall Include the following:
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(i) Debt proceeds available at the beginning of the reporting period.
(ii) Proceeds spent during the reporting period and the purposes for which it was spent.
(iii) Debt proceeds remaining at the end of the reporting period.

(2) Compliance with this subdivision shall be required for each issue of debt with outstanding debt, debt that has been
authorized but not issued, or both, during the reporting period.

(3) The commission may, if technology permits, develop an alternate reporting method, provided that any alternate
reporting method is in furtherance of the purpose of collecting the data required by this subdivision. Before approving
any alternate annual method of reporting pursuant to this subdivision, the commission shall consult with appropriate
state and local debt issuers and organizations representing debt issuers for purposes that shall include, but not be
limited to, making a proposed reporting method more efficient and less burdensome for issuers.

(Amended by Stats. 2016, Ch. 307, Sec. 2. Effective January 1, 2017.)

In carrying out the purposes of this chapter, the commission may charge fees to the lead underwriter, the
ssse.purchaser, or the lender in an amount equal to one-fortieth of 1 percent of the principal amount of the issue, but
not to exceed five thousand dollars ($5,000) for any one issue. Amounts received under this section shall be

deposited in the California Debt and Investment Advisory Commission Fund, which is hereby created in the State
Treasury. All money in the fund shall be available, when appropriated, for expenses of the commission and the
Treasurer.

(Amended by Stats. 2014, Ch. 181, Sec. 2. Effective January 1, 2015.)

The chairperson of the commission, on its behalf, may employ an executive director and other persons necessary
sesz.to perform the duties imposed upon it by this chapter. The executive director shall serve at the pleasure of the
commission and shall receive compensation as fixed by the commission. The commission may delegate to the
executive director the authority to enter contracts on behalf of the commission.

(Amended by Stats. 1996, Ch. 833, Sec. 5. Effective January 1, 1997.)

The commission may, upon request, advise local agencies regarding the formation of local bond pooling
ssss.authorities pursuant to Article 4 (commencing with Section 6584) of Chapter 5 of Division 7 of Title 1, and may
advise the authorities regarding the planning, preparing, insuring, marketing, and selling of bonds as authorized by
that article.

(Added by Stats. 1985, Ch. 868, Sec. 7. Effective September 23, 1985.)
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Date: March 22,2019
| 7

Clerk of the Board of Supervisors

To:
‘From: Frank Kim, County Executive Officer
ASR Control #; 000163, Meeting Date 3-26-2019 Agenda Item No. # 37

Re: - il
Amend Debt Management Policy and Approve EIFD Participation Policy

B<] Request to continue Agenda Item No. # 37 to the April 9, 2019 Board Meeting.."

Comments: Please continue the item to allow County staff to.provide addltlonal

information requested by Board members.

Request deletion of Agenda Item No. #
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Revision to ASR and/or Attachments

Date:  April4,2019 j
To: Clerk of the Board of Supervisors R
CC: County Executive Office . | -
From: Michelle Aguirre, Chief Financial Officer /m Lt

Re: ASR Control #: 19-000163, Meeting Date: 4/9/2019, Item No. # 22

Subject: ~Amend Debt Management Policy and Approve EIFD Participation Policy

Explanation:

There are amendments to the EIFD Participation Policy at the request of the Board of
Supervisors.

[] Revised Recommended Action(s)

Make modifications to the:

[] Subject Background Information [_] Summary [ ] Financial Impact

The EIFD Participation Policy establishes criteria and procedures for the County's participation in an
EIFD that includes:

1. Fiscal analysis demonstrating a positive net impact to the County.

2. Analysis that evaluates whether the County's participation is a necessary pre-condition for the
infrastructure projects to be undertaken.

3. A requirement that a city's contribution of property tax in a project must be equal to or greater than
the County's contribution.

4. The County may-net contribute100 contribution shall not exceed 50 percent of its share of property
tax increment.

5. The County's contribution must be capped and have an end date identified.




April §, 2019

<] Revised Attachments (attach revised attachment(s) and rédlined copy(s))
Please delete the existing Attachment C replace with the following:

Attachment C - Enhanced Infrastructure Financing District Participation Policy
Attachment F - Enhanced Infrastructure Financing District Participation Policy
(Redline} T




Attachment C - Clean

EIFD Participation Policy

Enhanced Infrastructure Financing District (EIFD) Participation Policy

Introduction

On September 24, 2014, the governor approved Senate Bill 628, which authorized the
formation of an Enhanced Infrastructure Financing District (EIFD). An EIFD is a limited
tax increment financing district created after the dissolution of redevelopment agencies in
2012,

An EIFD would allow two or more governmental entities to agree to secure a portion of
property tax revenue for the construction of infrastructure and other capital needs. A key
difference between EIFDs and former redevelopment agencies is, that the tax increment
given to the new district excludes all property taxes associated with school districts.

Currently, the law requires that nc new taxes are created by the establishment of an EIFD
and prohibits the use of Eminent domain. The County’s participation in any such district
is voluntary and requires Board approval.

Purpose

Tax increment financing allows municipalities to promote economic development by
earmarking additional tax revenues from increases in assessed value within a designated
tax increment financing district.

The County reserves its right to impose more stringent requirements governing its
participation in EIFDs than the parameters allowed by the state. The County's
participation shall be governed by the criteria that follow.

Minimum Regquirements

1. The city’s contribution of property tax must be equal fo or greater than that
contributed by the County General Fund and/or special districts.

2. The County contribution shall not exceed 50% of its share of property tax
increment,

3. The city applicant must meet all requirements as listed in the fiscal analysis section
below.

4, The County shall contribute property tax increment for no longer than 20 years.

April 9, 2019
Page 10of 3
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Atftachment C - Clean

EIFD Participation Policy

In addition to the primary objective of supporting economic development, the
proposed EIFD project must demonstrate regional and community significance
that may also support established Board priorities in at least one of the following
areas: a)workforce development/job creation or b} transportation improvements.
The County shall not participate in any EIFD that uses eminent domain.

The EIFD proposal must be consistent with Division 2 of Title 5 of the California
Government Code (Section 53398.5 — 53398.58), which authorizes the formation
of EIFDs.

Cost estimates for all infrastructure to be funded by the EIFD must be provided. A
cap on County contributions and an end date of County contributions will be
established related to the list of infrastructure projects to be completed.
Additionally, a plan for funding the anticipated operations and maintenance costs
for the proposed infrastructure must be given. A plan to fund the administrative
costs of the EIFD in the start-up and early years of the project will be included.

A schedule of bond issuance, estimated bond proceeds, estimated interest rate
and interest cost must be provided in relation to any potential debt to be secured
by EIFD tax increment.

10.A complete Infrastructure Financing Plan.
11.Documents related to the EIFD or related Public Financing Authority shall be made

available upon request to the County’s internal or external auditors.

Fiscal Analysis

Each EIFD proposal shall be subject to fiscal analysis that will determine the expected
financial impact to the County General Fund and any special districts that may contribute
a portion of their property tax increment share. Where appropriate, the County may
require reimbursement from the proposing entity for the cost of conducting its own
analysis of the EIFD proposal.

The fiscal analysis will review the following:

1,
2.

Anticipated growth in assessed value, absent any new development.

Expected new development: retail square footage, business park square footage,
office space, apartment units, condominium units, housing units, hotel units,
parking spaces,

Tax Increment generated as a result of each new development opportunity
associated with EIFD.

Tax increment contributions from each participating agency.

April 9, 2019
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Attachment C - Clean

EIFD Farticipation Policy

5. Property tax revenue resulting to each taxing entity based on new development
and growth in assessed value.
6. Sales and transient occupancy tax revenue resulting to the County and city.

The resulting fiscal analysis must demonstrate a positive net impact to the County
General Fund based on anticipated tax revenue, and that the County's participation is a
necessary pre-condition for the proposed infrastructure and development projects to be
undertaken. The analysis will include a comparison of the increased amount of property
tax and sales taxes to the County generated by the project with the amount of property
taxes contributed to the EIED.

Board of Supervisors Approval

This policy assumes the County is an EIFD participant, contributing property tax
increment over a fixed period of time. As an EIFD participant, the Board will adopt a
Resolution and approve a Participation Agreement.

If the County were to form an EIFD, there are additional district formation and public
hearing requirements detailed in Division 2 of Title 5 of the California Government Code
{Section 53398.5 — 53398.58). This policy would be submitted to the Board at that time
for consideration to include the required additional processes.

Any EIFD proposal shall first be considered by the Board as part of a request to adopt a
Resolution of Intent to participate. If the Resolution of Intent is approved, then the EIFD
proposal may return at a later date with a request for the Board to approve the detailed
Infrastructure Financing Plan and authorization of the County’s participation in the EIFD.

April 9, 2019
Page 30of 3




EIFD Participation Policy

Enhanced Infrastructure Financing District (EIFD) Participation Policy

Introduction

On September 24, 2014, the governor approved Senate Bill 628, which authorized the
formation of an Enhanced Infrastructure Financing District (EIFD). An EIFD is a limited
tax increment financing district created after the dissolution of redevelopment agencies in
2012.

An EIFD would allow two or more governmental entities to agree to secure a portion of
property tax revenue for the construction of infrastructure and other capital needs. A key
difference between EIFDs and former redevelopment agencies is, that the tax increment
given to the new district excludes all property taxes associated with school districts.

Currently, the law reguires that Nno new taxes are created by the establishment ofing an
EIFD—_and prohibits the use of Eminent domain—is—ret-permitted. The County’s
participation in any such district is voluntary and weuld-requires Board approval.

Purpose

Tax Increment financing is—a—teslthat—allows municipalities to promote economic
development by earmarking additional tax revenues from increases in assessed value
within a designated tax increment financing district.

The County reserves its right to impose more stringent requirements governing its
participation in EIFDs than the parameters allowed by the state. The County's
participation shall be governed by the criteria that follow.

AprilMareh 926, 2019
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Attachment F - Redline

EIFD Participation Policy

Minimum Requirements

1. The city’s contribution of property tax must be equal to or greater than that
contributed by the County General Fund and/or special districts.

2. The County must-netberequired—tecontribution shall not exceed—eontribute
w%meice—t-han 50% of its share of property tax lncrement

areaThe city aophcant must meet all reqmrements as listed in the fiscal analym

section below.

24, The County shall contribute property tax increment for no longer than 20
years.

5. In addition to the primary objective of supporting economic development, the
proposed EIFD project must demonstrate regional and community significance
thatrmust-may also aligrwithsupport established Board priorities in_at least one of

the following areas: a)-afferdable-heusing—b}-homeless—prevention—e}-workforce
development/;ob creatlon or b) &Mﬁtransgoﬁatton |mgrovement

48.

uses eminent domain.

7. _The EIFD proposal must be consistent with Division 2 of Title 5 of the California
Government Code (Section 53398.5 — 53398.58), which authorizes the formation
of EIFDS
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EIFD Participation Policy

8. A plan to fund the administrative costs of the EIFD in the start-up and early years+

of the project will be included., S )
9. A schedule of bond issuance, estimated bond proceeds, estimated interest rate

and interest cost must be provided in relation to any potential debt to be secured

by EIFD tax increment. -
10.A complete, Infrastructure Financing Plan. S
&11. Documents related to the EIFD or related Public Financing Authority shall
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be made available upon request to the County's internal or external auditors. ,

Fiscal Analysis

Each EIFD proposal shall be subject to fiscal analysis that will determine the expected
financial impact to the County General Fund and any special districts that may contribute
a portion of their property tax increment share. Where appropriate, the County may
require reimbursement from the proposing entity for the cost of conducting its own
analysis_of the EIFD proposal.

The fiscal analysis will review the following:

1. Anticipated growth in assessed value, absent any new development.

2. Expected new development: retail square footage, business park square footage,
office space, apartment units, condominium units, housing units, hotel units,
parking spaces.

3. Tax Increment generated as a result of each new development opportunity
associated with EIFD.

4. Tax increment contributions from each participating agency.

5. Property tax revenue resulting to each taxing entity based on new development
and growth in assessed value.

6. Sales and transient occupancy tax revenue resulting to the County and city.

The resulting fiscal analysis must demonstrate a positive net impact to the County
General Fund based on anticipated tax revenue, and that the County’s participation is a
necessary pre-condition for the proposed infrastructure and development projects to be
undertaken. The analysis will include a comparison of the increased amount of property
tax and sales taxes to the County generated by the project with the amount of property
taxes contributed to the EIFD.

Propesal Standards

AprilMareh 926, 2019

T
!
=

—| Formatted: Font: (Default) Arial, 12 pt

N G| W, -

Page 3 of 5



Attachment F - Redline

EIFD Participation Policy

Board of Supervisors Approval

This policy assumes the County is an EIFD participant, contributing property tax
increment over a fixed period of time. As an EIFD participant, the Board will adopt a
Resolution and approve a Participation Agreement.

If the County were to form an EIFD, there are additional district formation and public
hearing requirements detailed in Division 2 of Title 5 of the California Government Code
(Section 53398.5 — 53398.58). This policy would be submitted to the Board at that time
for consideration to include the required additional processes.

Any EIFD proposal shall first be considered by the Board as part of a request to adopt a
Resolution of Intent to participate. If the Resolution of Intent is approved, then the EIFD

AprilMarek 926, 2019
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