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Subject: Review, Discuss and Recommend Approval of the Redevelopment Agency Debt Policy

B e e e e e s —

SUMMARY

Staff Recommendation — That the Board of Directors recommends that the Redevelopment Agency of
the City of San Diego (Agency) approve the final draft of the Agency Debt Palicy.

Other Recommendation(s) — At its meeting on July 21, 2010, the Budget & Finance Committee
unanimously approved staffs recommendation to forward the final draft of the Agency Debt Policy to
the Board of Directors.

BACKGROUND

The Agency staff was requested by the Agency Board and City Council to prepare a Debt Policy specific to the
Redevelopment Agency as an addendum to the City of San Diego Debt Policy. The Agency, in consultation with
the City's Debt Management Division, hired, through an RFP process in February 2010, the consulting firm of
KNN Public Finance (KNN) to assist staff with writing the policy.

DISCUSSION

The Agency Debt Policy was written, with the assistance of Marian Breitbart and David Brodsly of KNN and
Lakshmi Kommi, Department Director of the City's Debt Management Department, by an Agency team
consisting of Maureen Ostrye, Redevelopment Coordinator, and Alfonso Gastelum, Sr. Finance Analyst, both of
the Redevelopment Division of the City of San Diego, Andrew Phillips, Assistant Vice President/Controller of
CCDC, and Terry Darden, CFO of SEDC.

The City's Debt Policy will be followed for all Agency debt unless it is specifically addressed in the RDA’s Debt
Policy. The RDA’s Debt Policy cross-references the City's Debt Policy throughout the document, and when this
supplemental policy is silent, the City’s Debt Policy should be assumed to apply.

CJ/{/é/zM— @M//Zogﬂ}(

Submitted by: Approved by
Terry Darden Brian L. Trotier
Chief Financial Officer Acting President/CEQ
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Citv of San Diego Debt Policy

6. SELECTION OF THE FINANCING TEAM

6.1

6.2

6.3

6.4

6.5

6.6

6.7

Through separate Requests for Qualifications ("RFQ"), a pool of bond counsels, and
a poal of financial advisors, will be estabiished to serve as financing team participants
on individual bond transactions. The RFQ process is a fair and competitive process
which includes advertising, a competitive selection process and interviewing, if
necessary. Firms will be selected in accordance with the Housing Commission's
applicable equal opportunity policies.

The establishment of each pool will be made by a selection committee with the
approval of the Housing Commission Board. The selection committee will consist of
Housing Commission staff and representatives from other City departments, such as
the City Attorney's Office, City Auditor, and Debt Management. Generally, the
selection will be made for a two-year period. The term may be extended for two
additional one-year periods by the President and CEQ.

The bond counsel and financial advisor specifically represent the interests and
concerns of the Housing Commission, the Housing Authority and the City of San
Diege in ensuring the integrity of the bond transaction. The project sponsor may, at
its own expense, add additional members to the finance team to represent its
interests.

The Financial Advisor for each transaction will be designated by the President and
CEO from the selected pool for approval by the Housing Commission Board on a
rotating basis. The Financial Advisor will prepare a feasibility study on whether it is
economically advisable to proceed with the financing, including: evaluation of the
financial strength of the project; assumptions regarding income and expenses;
sources of security for bonds in addition to the project; developer's financial situation
and experience in operating and managing rental projects; marketability of the bonds;
rights and resources of parties to the transaction in the event of default; and provide
financial advice on all relevant issues o best protect the interests of the City and the
Housing Authority. The compensation for financial advisory services to determine
whether it is advisable to proceed with a financing will not be contingent on the sale
of the bonds.

Bond Counsel will be designated for each financing by the President and CEQ from
the selected pool on a rotating basis subject to approval by the Housing Commission
Board. Bond Counsel will prepare the necessary legal documentation, including
provisions regarding compliance with any applicable continuing disclosure
requirements, provide an opinion regarding the validity of the bonds and their tax
exemption, and provide legal advice on all relevant issues to best protect the
interests of the City and the Housing Authority.

Bond Underwriter/Remarketing Agent/Frivate Placement Purchaser—The developer
shall select the debt provider and method of selling the bonds for a given transaction
subject to the approval of the Housing Commission. The practice of allowing the
developer to propose the debt provider and bond structure is intended to create an
incentive for qualified financial firms to actively work with developers to structure and
present feasible financing proposals that meet program requirements.

In the event the developer has not identified a proposed financing structure for a

given fransaction, the Housing Commission will select an underwriter or private
placement purchaser through a request for proposals process.
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6.8 The Bond Trustee (a bank designated by the Housing Autharity as the custodian of

funds and official representative of bondholders), if required by the bond structure for
the financing, will be approved by the President and CEQ based upon a Request for
Proposals process.

7. THE FINANCING PROCESS

7.1

7.2

7.3

7.4

Application—A developer interested in new-money financing must submit an
application for bond financing or, in the case of an existing financing, a request for
bond refunding or restructuring to the Housing Commission. Part of the required
information is a disclosure statement on each of the parties involved in the
developer/ownership entity. Housing Commission staff will review the application for
feasibility.

Deposit—At the time of the application, the developer must pay an application fee to
cover the cost of the feasibility analysis of the proposed bond issuance, reissuance or
restructuring. If the financing goes ahead, the fee will be subject to reimbursement
as a required cost of issuance at the bond closing. The application fee may be
waived by the President and CEO.

inducement Resolution—in conjunction with the City Attorney’s Office and Bond
Counsel, a bond inducement resolution will be drafted and approved by the Housing
Authority. All new-money projects must be induced. An inducement resolution is a
conditional expression of the Housing Authority's “official intent” to issue bonds for a
given project and is required under Treasury Regulation Section 1.150-2(e) 1.150-
2(e). Approval of the inducement resolution establishes, through the public record,
the date from which project costs incurred may be determined to be eligible for
financing under the program. Therefore, applicants are encouraged to induce their
projects as soon as practicable to clearly identify the project, its location, maximum
number of units, the maximum amount of financing, and the proposed ownership

entity.

A.  Application to CDLAC—The inducement resolution also authorizes Housing
Commission staff to submit an application to CDLAC, on behalf of the
developer/project sponsor, for a private activity bond allocation.

B. No Binding Financial Commitment—Adoption of the inducement resolution does
not represent any commitment by the Housing Commission, Housing Authority,
or the developer to proceed with the financing. The approval of the inducement
resolution, by itself, does not authorize any subordinate financing by the Housing
Authority or any other entity of the City. The Housing Authority retains absolute
discrefion over the issuance of bonds through adoption of a resolution
autharizing such issuance.

C. NoLand Use or Building Code Approval—Approval of the inducement resolution
shall not be construed to signify that the project complies with the planning,
zoning, subdivision and building laws and ordinances of the City or suggest that
the Housing Authority, the City, or any officer or agent of the Housing Authority or
the City will grant any such approval, consent or permit that may be required in
connection with the development of a given project.

JTEFRA Hearing and Approval—In order for interest on the bonds to be tax-exempt
and in accordance with the Tax Equity and Fiscal Responsibility Act (TEFRA) of
1882, Section 147(f) of the Infernal Revenue Code of 1986, the issuance of bonds
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7.5

7.6

7.7

7.8

7.9

must be approved by representatives of the governmental unit with jurisdiction over
the area in which the project is located, after a public hearing for which a reasonable
public nofice was given. As the legislative body for the City of San Diego, federal
regulations require that the issuance of bonds by the Housing Authority be approved
by the City Council. The purpose of the public hearing is to provide an opportunity for
interested persons to provide their views on the proposed bond issuance and on the
nature and location of the project. The TEFRA hearing will be conducted by City
Council at the date and time specified in the TEFRA notice. The TEFRA notice shall
be published in a newspaper of general circulation within the City.

Bond Allocation—Prior to the issuance of private activity, tax exempt bonds, the
Housing Authority must apply for, and receive an allocation of bond issuing authority
from CDLAC. To receive such an allocation, the Housing Autharity and the developer
must document their readiness to proceed with the bond financing.

Performance Deposit--At the time of the application to CDLAC, the developer must
deposit with the Housing Authority one half of one percent of the requested allocation
amount as a performance deposit. The deposit will be returned to the developer
according to the CDLAC procedures; the deposit is subject to reversion to the
CDLAC if the financing does not close according to the CDLAC procedures.

Local Review—All projects must be in compliance with the City's land use
requirements and the adopted community plans. Prior to requesting Housing
Authority's approval of new-money bond issuance, the project must undergo all
planning procedures, discretionary reviews and land use approvals, including review
by the local planning group and environmental analysis, as required.

Coordination with City Finance Representatives—Housing Commission staff will work

with the City Attorney’s Office, the Debt Management Depariment, and other City
departments, as necessary, in preparing bond issuances for affordable housing
projects.

A. Compliance with City's Disclosure Ordinance—As a related entity of the City, the

Housing Commission will adhere to the City disclosure ordinance {O-18320) as it
may be amended from time to time. The Housing Commission will present
offering statements and disclosure documents for review and approval, as
appropriate, by the City's Disclosure Practices Working Group.

Housing Commission/Housing Authority Final Approval—Housing Commission staff's
recommendation {o proceed with a proposed bond issuance, reissuance, or bond
restructuring will be presented for approval by the Housing Commission. If approved,
staff will work with the approved financing team to structure the financing and to
prepare the necessary bond documents. The resulting bond documents, authorizing
resolution, staff report, and other relevant docket materials will be submitted for final
approval by the Housing Authority.

[Supersedes PO300.301, effective June 6, 1999]
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Authorized:

{Signed by Carrol M. Vaughan)

(Signed by Cissy Fisher)
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Executive Vice President and COO
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APPENDIX D — COUNCIL POLICY 800-14 “PRIORITIZING CiP PROJECTS”

SUBJECT: PRIORITIZING CIP PROJECTS
POLICY NO: 800-14
EFFECTIVE DATE: May 30, 2008

BACKGROUND:

The City of San Diego's Capital Improvement Program (CIP) is implemented through an
interrelationship of client departments, service departments, new and redevelopment, and
multiple funding sources. Capital investments are necessary for the construction of all parts of
municipal infrastructure. Major infrastructure within the City's area of responsibility includes
streets and related right-of-way features; storm water and drainage systems; water and sewer
systems; public buildings such as libraries, recreational and community centers, police and fire
stations, and lifeguard facilities; and parks. Decisions about capital investments affect the
availability and quality of most government services. The municipal infrastructure is often taken
for granted, yet it is vital to the city's economy, with implications for health, safety, and quality
of life.

The commitment of resources to the CIP projects within the City has traditionally not had the
benefit of a comprehensive evaluation to determine overall needs so that projects can be ranked
in priority order, and efficiently funded. This approach may have unintentionally limited the
overall effectiveness of available CIP resources by providing projects with less funding than is
needed to accomplish major project requirements, such as planning and design. This has limited
the City's ability to compete for outside grant funding, since grant programs often place emphasis
on having the design and associated activities completed.

PURPOSE:

The purpose of this policy 1s to establish an objective process for ranking CIP projects to allow
decision-makers to have a basis for choosing the most compelling projects for implementation.
This prioritization process will allows for the analytical comparison of the costs and benefits of
individual projects, as well as an opportunity to evaluate projects against one another on their
relative merits. Ideally, it will provide a citywide perspective, explore various financing options,
and facilitate project coordination. All projects being considered for funding will be prioritized
in accordance with the guidelines of this policy. It is proposed that this single CIP prioritization
policy address all funding sources and asset classes, including enterprise funded projects (golf,
water, sewer, airport facilities, undergrounding and landfill) and transportation and drainage
projects. The goal of this policy is to establish a capital-planning process that ultimately leads to
policy decisions that optimize the use of available resources, resulting in the maximum benefit
from the projects delivered.
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IMPLEMENTATION:

In order to implement a prioritization system, there must be an understanding of the constraints
associated with each project’s funding source(s), asset type (project category), or phase of
development. Projects will not compete across the different funding sources, the different
project categories, or the different project phases — however projects within each of these areas
will be evaluated according to the guidelines outlined below.

A. Project Funding

Projects within restricted funding categories will compete only with projects within the same
tfunding category. Prioritization within these restricted funding categories will occur in
accordance with this CIP prioritization policy. For example, water system CIP projects are
funded with enterprise funds paid by water ratepayers. All water CIP projects will be prioritized
in accordance with the prioritization policy, but will not compete for funding with projects not
funded by Water Enterprise funds.

The following is a partial listing of restricted funding categories:

1. Community Development Block Grants
2. Developer Impact Fees
3. Enterprise Funds (Airport, Environmental Services, Golf, Utilities

Undergrounding, Metropolitan Wastewater, and Water)

4, Facilities Benefit Assessments
5. Grants

6. State and Federal Funds

7. TransNet Funds

Projects that are not within a restricted funding category will compete within capital outlay
funds/general obligation funds in accordance with this CIP prioritization policy. Although capital
needs from the restricted funds or revenue-producing departments are often separate from the
General Fund, the capital investments of al] City departments should be planned together to
allow better coordination of capital projects in specific parts of the City over time. Citywide
coordination of capital project planning can increase the cost-effectiveness of the City's capital
programs by allowing more efficient infrastructure investments.

B. Project Categories

To ensure that the comparison is conducted between similar types of projects, the CIP projects
shall be separated into categories according to the predominant type of asset in the project.
Project categories shall include the below alphabetically listed asset types:

® Airport Assets

o Buildings - Facilities and structures, with the following project subcategories:
o Community support facilities and structures
o Fire facilities and structures
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o Libraries
Metropolitan Wastewater department facilities and structures (e.g., treatment plants -
and pump stations)
Operations facilities and structures (e.g., maintenance shops and offices)
Other City facilities and structures '
Park & Recreation facilities and structures
Police facilities and structures
Water department facilities and structures (e.g., treatment plants, pump stations,
reservoirs, dams, standpipes)
* Drainage - Storm drain systems including pipes, channels, Best Management Practices
(BMPs) and pump stations
e Flood Control Systems
¢  Golf Courses
Landfills - Landfills and supporting facilities and structures
Parks - Parks and open space
Reclaimed Water System
Transportation - Transportation facilities, with the following project subcategories:
o Bicycle Facilities (all classifications).
o Bridge Replacement, Retrofit, and Rehabilitation.
o Erosion control, slope stabilization, and retaining walls supporting transportation
facilities.
Guardrails, Barrier Rails, and other structural safety enhancements.
New Roads, Roadway Widening, and Roadway Reconfigurations.
Street Enhancements including medians and streetscape.
New Traffic Signals.
Pedestrian Accessibility Improvements including curb ramps.
Pedestrian Facilities including sidewalks but not curb ramps.
Street Lighting including mid-block and intersection safety locations.
Traffic Calming, Flashing Beacons, and other speed abatement work.
Traffic Signal Interconnections and other signal coordination work.
Traffic Signal Upgrades and Modifications.

0O

0 0 Q¢

® 00 00O0O0O0O0OO0

o Wastewater - Wastewater collection systems
¢ Water - Water distribution systems

CIP budgets shall reflect project allocations according to these categories. These project
categories shall include resource allocation for all project components, including environmental
mitigation, property acquisition, and all other activities necessary to complete the project.

C. Project Phases

To ensure that the prioritization is conducted between projects with a similar level of completion,
all CIP projects shall be separated into the following standard phases of project development
within each project category:
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Planning —includes development of a feasibility study, detailed scope, and budget.

2. Design - includes development of the environmental document, construction plans
and specifications, and detailed cost estimate.

3. Construction - includes site preparation, utilities placement, equipment installation,

construction, and environmental mitigation.

S

To initiate an effective capital project process, a revolving fund will be established for capital
planning, to allow improved development of the scope, feasibility and funding requirements of
projects prior to them becoming a CIP. The implementation of a capital planning process will
result in better information, planning, and analysis of proposed capital projects. A goal of 5% is
established as the minimum of CIP resources allocated to projects in the Planning phase.

D. Prioritization Factors

The City must prioritize capital needs to assist in the determination of which projects will receive
available funding and resources, and/or compete for bond funding based on criteria that is
aligned with Departmental priorities, the Mayor's long-term plans, and City Council's objectives.

For all non-transportation projects (See Section B. Project Categories), the following are the
prioritization factors (listed in order of importance):

1. Health & Safety Effects: This criterion will include an assessment of the degree to
which the project improves health and safety factors associated with the infrastructure
asset. For example, projects that result in the reduction in accidents, improved structural
integrity, and mitigation of health hazards would score higher. The evaluation of this
criterion will constitute twenty-five percent (25%) of the project's total score.

2. Regulatory or mandated requirements: This criterion will include an assessment of the
degree to which the project is under a regulatory order or other legal mandates. For
example, projects that are required by consent decrees, court orders, and other legal
mandates would score higher. The evaluation of this criterion will constitute twenty-five
percent (25%) of the project's total score.

3. Implication of Deferring the Project: This criterion will include an assessment of the
consequences of delaying a project. For example, projects that would have significantly
higher future costs, negative community impacts, or negative public perception, should
they be deferred, would score higher. The evaluation of this criterion will constitute
fifteen percent (15%) of the project's total score.

4. Annual recurring cost or increased longevity of the capital asset: This criterion will
include an assessment of the degree to which the project reduces operations and
maintenance expenditures by the City. For example, a roof replacement project that
reduces both maintenance requirements and energy consumption or a storm drain
replacement project that reduces the need for periodic cleaning would score higher. On
the other hand, a new library that increases maintenance, energy and staffing costs would
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score lower. The evaluation of this criterion will constitute ten percent (10%) of the
project's total score.

Community Investment: This criterion will include an assessment of the degree to
which the project contributes toward economic development and revitalization efforts.
For example, a project within an approved Redevelopment Area or Community
Development Block Grant eligible area would score higher. The evaluation of this
criterion will constitute ten percent (10%) of the project's total score.

Implementation: This criterion will include an assessment of the degree to which the
project is in compliance with the General Plan, Community Plan, or approved City-wide
master plan. An assessment of other issues involved in completing the project (e.g.,
significant environmental issues, project complexity, and level of public support) will
also be included in this criterion. For example, projects that would benefit the City of
Villages Strategy, further smart growth, or receive overwhelming support from the
community would score higher, while projects that would significantly impact the
environment and trigger high mitigation requirements would score lower. The evaluation
of this criterion will constitute five percent (5%) of the project's total score.

Project Cost and Grant Funding Opportunity: This criterion will include an
assessment of the amount of funding needed to complete the current project phase and the
entire project, and shall also include assessment of the amount of City funding in the
project compared to the amount of funding provided by grant funds from outside
agencies. For example, a project that would bring grant funds from an outside agency into
the City would score higher, while a project that relies only on City funds would score
lower. The evaluation of this criterion will constitute five percent (5% of the project's
total score.

Project Readiness: This criterion will include an assessment of the time required for a
project to complete its current project phase (i.e., planning, design or construction). For
example, a project with a completed environmental document or community outreach
would score higher, while a highly complex project requiring longer design time would
score lower. The evaluation of this criterion will constitute five percent (5%) of the
project’s total score.

For transportation projects (See Section B. Project Categories), the following key prioritization
factors will be used in lieu of the above factors:

1.

Health & Safety: This criterion shall include an assessment of the degree to which the
project improves the safety of the public using the facility. This criterion also includes an
assessment of the degree that a project is under a regulatory order or other legal mandates
relating to public safety. For example, projects that result in reduction in traffic accidents,
improved seismic safety rating of a bridge, upgrade of an undersized storm drain to
address flooding problems, and reduction of response times by emergency vehicles would
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score higher. The evaluation of this criterion will constitute twenty-five percent (25%) of
the project's total score.

Capacity & Service (Mobility): This criterion shall include an assessment of the degree
to which the project improves the ability of the transportation system to move people
under all modes of travel including vehicle, transit, bicycle, and pedestrian usage. This
criterion will also include an assessment of the degree to which the project improves the
overall connectivity and reliability of the City's transportation system. For example,
projects that reconfigure intersections to reduce delays, improve a parallel road to bypass
a congested intersection, and interconnect trattic signals to reduce travel time along a
congested corridor would score higher. The evaluation results of this criterion shall

- constitute twenty percent (20%) of a project’s total score.

2. Project Cost and Grant Funding Opportunity: This criterion shall include an
assessment of the amount of funding needed to complete the current project phase and the
entire project, and hall also include assessment of the amount of City funding in the
project compared to the amount of funding provided by grant funds from outside
agencies. For example, a project that would bring grant funds from an outside agency into
the City would score higher, while a project that relies only on City funds would score
lower. The evaluation of this criterion shall constitute twenty percent (20%) of the
project's total score.

3. Revitalization, Community Support & Community Plan Compliance: This criterion
shall include an assessment of the degree to which the project is in compliance with the
General Plan, Community Plan, Regional Transportation Plan, or an approved City-wide
master plan. This criterion shall also include an assessment of the degree to which the
project is officially supported by the Community Planning Group(s), the
Councilmember(s), or a Regional Agency (such as SANDAG). This criterion shall also
include an assessment of the degree to which the project contributes towards economic
development and revitalization efforts. For example, projects that benefits a pilot village
in the City of Villages strategy or furthers smart growth, implements a portion of the
City-wide master plan or corridor study, has overwhelming and documented support from
the community, implements a portion of an approved Redevelopment Area infrastructure
plan, and provides transportation facilities for a Community Development Block Grant
eligible area would score higher. The evaluation results of this criterion shall constitute
fifieen percent (15%) of a project’s total score.

4. Multiple Category Benefit: This criterion shall include an assessment of the degree to
which the project provides highly rated facilities for multiple project categories (see
Section B for project categories). For example, a roadway project that also provides for
the replacement of a deteriorated storm drain, a streetscape project that also provides
street lighting at critical intersections, and a bikeway project that provides slope
stabilization at an area of known erosion problems would score higher. The evaluation of
this criterion shall constitute ten percent (10%) of the project's total score.
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5. Annual recurring cost or increased longevity of the capital asset: This criterion shall

include an assessment of the degree to which the project reduces operations and
maintenance expenditures by the City. For example, a roadway widening project that
replaces an area of pavement in poor condition or that installs a highly rated traffic signal
would score higher, while a project with equipment that requires frequent maintenance
would score lower. The evaluation results of this criterion shall constitute five percent
(5%) of a project’s total score.

Project Readiness: This criterion shall include an assessment of the time required for a
project to complete its current project phase (i.e., planning, design or construction). For
example, a project with a completed environmental document or community outreach
would score higher, while a highly complex project requiring longer design time or
significant environmental mitigation would score lower. The evaluation results of this
criterion shall constitute five percent (5%) of a project's total score.

E. Implementation Process

1.

Using the project categories (funding & project), phases, and criteria, the Mayor shall
develop a prioritization score for each CIP project. The Mayor shall then rank all CIP
projects within their respective categories (funding & project) and phases according to
their project score. In case of ties, the Mayor shall evaluate the overall infrastructure
deficiency within the communities for each project as the deciding factor.

The resultant ranking list for each category and phase of CIP projects shall be reported by
the Mayor to the Council as part of the annual CIP budget, with recommendations for

funding.

Upon approval of the CIP budget by the Council, the Mayor shall pursue the completion
of each project phase according to the priority ranking resulting from this prioritization
process up to the total amounts authorized by Council for each project category. The
Mayor shall also utilize the resultant priority ranking for the pursuit of all outside grant
funding opportunities.

The Mayor will update the priority score as the conditions of each project change or other
new information becomes available. For instance, if grant funding becomes available for
a fower ranked project, the priority score would be re-evaluated with this new
information. When changes occur that would alter a project's priority ranking, the priority
list will be revised. The City Council will receive an informational brief of changes to the
priority list at mid-year, and the annual update of the list will be part of the budget
process. . Similarly, resources shall not be withdrawn from a project prior to the
completion of its current phase, unless reallocation is authorized by the annual
appropriation ordinance or approved by Council.
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5. Implementation of this Council Policy is not intended to release or alter the City’s current
or future obligations to complete specific CIP projects by specified deadlines, as may be
imposed by court order, or order of any federal, state or local regulatory agency.

HISTORY:

Adopted by Resolution No. R- 302281 on 1/16/2007 [date]
Amended by Resolution R-303741 on 5/30/2008
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APPENDIX E — BASIC LEGAL DOCUMENTS

The following basic legal documents are found in most public finance transactions.

E1 Indenture

Purpose:

The indenture is the basic security document of a bond transaction. it provides the terms of the
bonds, including payment dates, maturities, redemption provision, registration, transfer and
exchange, etc. The indenture creates the legal structure for the security for the bonds, including:

Creation and granting of the Trust Estate

Pledge of revenues and other collateral

Covenants

Default and remedy provisions

Flow of funds

Parity debt provisions for issuance of additional bonds in the future
Trustee-related provisions

Substitutes: Trust Agreement; Fiscal Agent Agreement; Bond Resolution or Bond
Ordinance.

Principal Drafter: Bond Counsel.

Parties: Issuer, Trustee.

Critical Provisions for Issuer Review:

Definitions of permitted investments and revenues; scope of trust estate and pledged collateral;
payment and redemption terms of bonds; additional bonds test; flow of funds with special
congideration to retaining the flexibility needed to use funds not otherwise needed for debt
service; reserve fund provisions; covenants; default and remedy provisions; defeasance
provisions.

E2 Loan Agreement

Purpose:

The loan agreement is the document under which the bond proceeds are lent or otherwise
provided for the project being financed and the user of the proceeds agrees to pay the amount of
the bonds, plus interest. It provides for payment of loan, installment sale or lease payments
sufficient in time and amount to pay debt service on the bonds.

Substitutes: Installment Sale Agreements, Facilities or Project Lease.
Principal Drafter; Bond Counsel.
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Parties: Conduit Borrower/Obligator, Issuer.
Critical Provisions for Issuer Review:
Representations and warranties; covenants; prepayment provisions; pledge provisions; title

provisions; abatement provisions.

E3 Authorizing Resolution

Purpose:

The resolution authorizes issuance and sale of bonds, authorized execution and delivery of
documents, and directs staff to take other actions necessary to complete financing,

Substitutes: Authorizing Ordinance.
Principal Drafter: Bond Counsel or Issuer’s Counsel.
Parties: Issuer.

Critical Provisions for Issuer Review:

Parameters for delegation of authority to sell bonds; maximum par amount and term of bonds;
conformance to issuer’s standard form of resolution.

E4 Bond/Note Purchase Agreement

Purpose:

Provides for the sale of the bonds to the underwriter; specifies discount, interest rates and terms
for payment of purchase price; contains representations and warranties of the issuer; contains
conditions precedent to underwriter’s obligation to purchase the bonds at closing; specifies
documents to be delivered at closing; specifies who will pay expenses.

Substitutes: Official Notice of Sale and Bid Form (competitive sales); Placement
Agreement (private placements).

Principal Drafter: Underwriter’s Counsel or Disclosure Counsel.
Parties: Underwriter, Issuer, and Conduit Borrower.

Critical Provisions for Issuer Review:

All points listed under “Purpose” section.
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E5 Official Statement

Purpose:

The Official Statement is the document, which provides disclosures to investors and potential
investors. Most financings are required to have Official Statements under SEC Rule 15¢2-12.
This document provides disclosure to prospective investors regarding term of bonds, security, risk
factors, and financial and operating information concerning issuer and background information.

Substitutes: Offering Memorandum; Limited Offering Memorandum, Offering
Circular.

Principal Drafter: Issuer, Disclosure Counsel.

Parties; Issuer.

Critical Provisions for Issuer Review:

Security and sources of payment for the bonds; risk factors; financial and operating data
regarding the entity responsible for payment; litigation; and general information about the issuer.

E6 Continuing Disclosure Agreement

Purpose:

The Continuing Disclosure Agreement contains the undertakings of the issuer to provide ongoing
disclosure in the form of annual reports and event notices pursuant to SEC Rule 15¢2-12. The
undertakings must remain in place for the life of the issuance, with certain exceptions for pool
bonds.

Substitutes: ’ Continuing Disclosure Certificate.
Principal Drafter: Underwriter’s Counsel, Disclosure Counsel, or Bond Counsel.
Parties: Issuer, Obligated Persons; Trustee.

Critical Provisions for Issuer Review:

Contents of annual reports; deadline for filing annual reports; listed event notices; amendment
provisions.

E7 Reimbursement Agreement

Purpose:

The Reimbursement Agreement appears in transactions involving a letter of credit or surety
policy guaranteeing payment on the bond or draws against the reserve fund, respectively. It
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contains the obligation to repay the letter of credit bank amounts drawn on the credit facility.
Term and conditions vary depending upon the type of transaction involved.

The Reimbursement Agreement provides for costs incurred prior to the bonds being issued to be
reimbursed from such proceeds up to the date that is specified therein,

Substitutes; Financial Guarantee Agreement,
Prineipal Drafter: Bank Counsel, Surety Provider Counsel.
Parties: Issuer, Bank, and Trustee (in some cases).

Critical Provisions for Issuer Review:

Representations and warranties; fees payable to bank; ability of bank to “participate™ the credit
facility to other banks; renewals and extensions of the credit facility; default and remedy
provisions; collateral provisions; choice of law provisions.

E8 Tax Certificate

Purpose:

The Tax Certificate contains certifications required to be made by the issuer, and in case of a
contduit issue, the borrower, in order to satisfy the requirements of the Internal Revenue Code and
the regulations issued there under for the bonds to be tax-exempt. It also describes the rules
applicable to the investment of bond proceeds under federal tax Jaw.

Substitutes: Tax Agreement; Arbitrage or Non-arbitrage Certificate.
Principal Drafter: Bend Counsel.
Parties: Issuer, Borrower,

Critical Provisions for Issuer Review:

Spend down requirements, yield restrictions, arbitrage filing dates.

E9 Closing Documents

Purpoge:

Contains the certificates, receipts, written directions and requests, requisitions and similar
documents, which are delivered at the closing of the issuance. These documents generally
accomplish the following:

A. Document the factual representations required by the purchase contract and
accuracy and completeness of expertise portions of the disclosure;

68



Citv of San Diego Debt Policy

B. Document compliance with the requirements of law and contract for the issuance
of the bonds;

C. Document the flow of funds at closing; and

D. Instruct parties to take certain actions upon closing; i.e., deposit funds in

accounts, record documents, file reports, release security, etc.

Substifutes: None.
Principal Drafter: Bond Counsel.
Parties: All parties to transaction.

Critical Provisions for Issuer Review:

Accuracy of all amounts for receipt and deposit of funds, accuracy of representations, warranties,
and certifications. All requisitions should be reviewed to determine correctness of payments,
deposits and transfers.
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APPENDIX F — DISCLOSURE PRACTICES WORKING GROUP —

DISCLOSURE CONTROLS AND PROCEDURES

City of San Diego
Disclosure Practices Working Group

Disclosure Controls and Procedures

Article |
General

Section 1.1.  Purpose. These Disclosure Controls and Procedures are designed to (i)
ensure the accuracy of the City of San Diego’s disclosures and the City’s compliance
(inchuding the City Council, City officers, and staff) with all applicable federal and state
securities laws, and (ii) promote best practices regarding disclosures relating to securities
issued by the City and the City’s disclosure provided to its Related Entities.

Section 1.2.  Disclosure Practices Working Group. Pursuant to Sections 22.4101 and
22.4103 of the Municipal Code a Disclosure Group has been established. Membership of

the Disclosure Group shall be as set forth in Section 22.4103 of the Municipal Code, as
the same may be amended from time to time.

Section 1.3.  Responsibilities of the Disclosure Group. The Disclosure Group shall

have the responsibilities set forth in (i) subsection (b) of Section 22.4101 of the
Municipal Code, (ii) Section 22.4107 of the Municipal Code, (iii) subsection (a) of
Section 22.4109 of the Municipal Code, and (iv) such additional responsibilities as are set
forth in the Municipal Code and these Disclosure Controls and Procedures.

Section 1.4.  Meetings of the Disclosure Group. In accordance with Section 22.4104 of
the Municipal Code, the Disclosure Group shall meet as often as necessary to fulfill its
obligations, but not less than once a month. The Disclosure Group shall establish an
annual calendar of meetings. Any member of the Disclosure Group may convene a
meeting of the Disclosure Group. Members of the Disclosure Group should, to the extent
practicable, attend meetings in person but may participate in meetings by telephone. The
Disclosure Coordinator shall distribute an agenda for each meeting of the Disclosure
Group. The agenda shall be prepared in consultation with members of the Disclosure
Group, and any member or ex officio participant of the Disclosure Group may place an
item on the agenda,

Section 1.5.  Quorum; Delegation. A quorum will consist of at least three of the first
five individuals identified in Section 22.4103(a) of the Municipal Code. The attendance
of the City’s outside disclosure counsel is required at the meeting of the Disclosure
Group at which City Official Statements or CAFRs are approved or for any other meeting
as determined by the members of the Disclosure Group. The individuals identified in
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Section 22.4103 of the Municipal Code shall designate appropriate individuals to attend
DPWG meetings in the event that the individual is not able to attend.

Article II
Definitions

Section 2.1.  Definitions. Capitalized terms used in these Disclosure Controls and
Procedures shall have the meanings set forth below:

“CAFR"” means the City’s Comprehensive Annual Financial Report.

“City”” means the City of San Diego, California.

“City Financial Statements” means, individually or collectively as the context
may require, CAFR, the audited financial statements of the Metropolitan Wastewater
Utility, and the audited financial statements of the Water Utility.

“Contributors” means those persons contacted by the Financing Group or the
Disclosure Group, or assigned by a department director, to assist with the review or
preparation of a Disclosure Document as described in Section 4.3.

“Deputy City Attorney for Finance and Disclosure” means the attorney
designated as such pursuant to Section 22.0302 of the Municipal Code.

“Disclosure Coordinator” means the Deputy City Attorney for Finance and
Disclosure.

“Disclosure Documents” means those documents defined as such in Article III.
“Disclosure Group” means the Disclosure Practices Working Group.

“Financing Group” means, collectively, those persons identified as such pursuant
to subsection A. of Section 4.3.

“Municipal Code” means the San Diego Municipal Code, as amended from time
to time.

“NRMSIRs” means the nationally recognized municipal securities information
repositories approved by the Securities and Exchange Commission to accept the filings
referenced in Rule 15¢2-12 under the federal Securities Exchange Act of 1934, 17 CFR

240.15c2-12.

“Preparer” means those persons defined as such in subsection A. of Section 4.4.
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“Relate

d Entities” means those entities as defined in Section 22.4102 of the

Municipal Code. Related Entities include, but are not limited to, those Related Entities as
set forth in Exhibit A, as updated from time to time.

Section 3.1.
documents and

Article TIT
Disclosure Documents

Disclosure Documents. “Disclosure Documents® means (i) the City’s
materials prepared, issued, or distributed in connection with the City’s

disclosure obligations under applicable federal and state securities laws relating to its
securities and (ii) any other disclosure which, pursuant to the Municipal Code, the
Disclosure Group has the responsibility to review and approve. Disclosure Documents
shall include, but not be limited to, the following:

A.

Preliminary and final official statements, and preliminary and final private
placement memoranda, relating to the City’s securities, together with any
supplements;

the City’s Financial Statements;

any filing made by the City with the NRMSIRs, whether made pursuant to
a continuing disclosure agreement to which the City is a party or made
voluntarily;

press releases (to the extent that such releases are or could reasonably be
construed to be an intended communication to the financial markets),
rating agency presentations, postings on the investor information section
of the City’s webpage, and other communications, reasonably likely, in
the determination of the Disclosure Group, to reach investors or the
securities markets;

any disclosure materials requiring, pursuant to the Municipal Code,
approval and certification by the Mayor, City Attorney, or Chief Financial
Officer;

disclosures provided by the City in connection with securities issued by
Related Entities, together with all of such documents and materials
prepared, issued, or distributed in connection with such securities of such
related entity, to the extent that the City, the City Council, or City officers,
or staff have prepared or are responsible for the preparation of the form or
content of such documents or materials;

offering documents prepared by Related Entities if such documents are
subject to the approval of the City Council (e.g. when the City Council is
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acting in its capacity as the governing board of the Housing Authority or
the legislative body of the Redevelopment Agency or the Community
Facilities Districts); and

H. such portions of the City’s published adopted annual budget as the
Disclosure Group determines to be appropriate, which shall at a minimum
include the executive summary.

Article IV
Review Process

Section 4.1.  Determination of “Disclosure Document” status. Whether a particular
document or written, posted or other communication is a Disclosure Document shall be
determined by the Disclosure Group, including but not limited to, the determination
whether a document should be filed voluntarily with the NRMSIRs (Section 3.1.C.
above) or whether a communication is reasonably likely to reach investors or the
securities markets (Section 3.1.D. above). Any member of the Disclosure Group may
seek the advice of the Disclosure Group to determine whether any document should be
treated as a Disclosure Document. To assist the Disclosure Group in its determination
whether a particular document is a Disclosure Document as described in subsection F. of
Section 3.1, information shall be solicited from the appropriate Related Entity by means
of a letter in the form attached as Exhibit B.

Section 4.2.  Review of Form and Content of Disclosure Documents. The Disclosure
Group shall critically review the form and content of each Disclosure Document. The
Disclosure Group may require the attendance of all persons responsible for the
preparation or review of the Disclosure Document,

Section 4.3.  Review of Official Statements. The following procedures shall apply to
those Disclosure Documents described in subsections A. or G. of Section 3.1:

A. Financing Group. Debt Management shall timely identify for the
Disclosure Group a Financing Group for each financing (the composition of which may
differ for each financing), which shall include the Deputy City Attorney for Finance and
Disclosure (or such other Deputy City Attorney designated to work on the matter by the
Deputy City Attorney for Finance and Disclosure), such manager of Debt Management as
the Director of Debt Management determines to be the appropriate interface with the
bond financing team (i.e., bond counsel and/or disclosure counsel, underwriter(s),
underwriter’s counsel, financial advisors, and appropriate City staff), the City’s outside
disclosure counsel, and such other members of the Disclosure Group as the Disclosure
Group determines to be appropriate.

B. Responsibilities of Financing Group. The Financing Group shall (i) assist
the bond financing team in the preparation of the Disclosure Document and (ii) the
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Director of Debt Management working with the Financing Group shall certify to the
Disclosure Group that, to the best of his/her knowledge, these Disclosure Controls and
Procedures were followed in such preparation.

1. The Financing Group shall be responsible for soliciting material
information from City departments. The Financing Group shall identify
Contributors who may have information necessary to prepare or who should
review portions of the Disclosure Document. These Contributors should be
timely contacted and informed that their assistance will be needed for the
preparation of the Disclosure Document, which notification will contain the
information set forth in Exhibit C.

2. The Financing Group shall contact the individuals and departments
identified as Contributars as soon as possible in order to provide adequate time
for such individuals to perform a thoughtful and critical review or draft of those
portions of the Disclosure Document assigned to them.

3. The manager of Debt Management assigned to the financing,
together with the Deputy City Attorney for Finance and Disclosure, shall maintain
or cause to be maintained an accurate log of all individuals or departments that
were requested to review or draft information in connection with a Disclosure
Document, including what sections such individuals or department prepared or
reviewed. The Deputy City Attorney for Finance and Disclosure shall also be
responsible for collecting all transmittal letters, certifications, and lists of sources
for incorporation into the minutes maintained by the Disclosure Group.

4. The Financing Group shall confirm to and advise the Disclosure
Group that each section of and all financial and operating information contained
in the Disclosure Document has been critically reviewed by an appropriate
person, as evidenced by the written material described in 3. above (which shall
constitute the “audit trail” referenced in Section 22.4105(a)(4) of the Municipal
Code). Of particular jmport is that the “Appendix A” and other information
concerning the City is thoroughly and critically compared for accuracy against the
City’s Financial Statements. The Financing Group shall review the letters and
any accompanying information provided pursuant to subsections C. through G. of
this Section 4.3 and shall transmit such materials to the Disclosure Group, such
letters to be substantially in the form set forth in Exhibit D.

5. The Financing Group shall report any significant disclosure issues
and concerns to the Disclosure Group as they are discovered.

6. The Financing Group shall advise the financial advisor and the
underwriter(s) and their counsel, that they must execute upon their selection a
confidentiality agreement substantially in the form attached as Exhibit E.

C. Responsibilities of Contributors. A Contributor shall assist in reviewing
and preparing the Disclosure Document using his or her knowledge of the City and by
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discussing the Disclosure Document with other members of the department in an attempt
to ensure the accuracy of the information and to determine whether any other information
should be discussed or disclosed. Once a Contributor is notified of his or her need to
participate in preparing a Disclosure Document, the Contributor and the Contributor’s
department director shall cooperate with Financing Group and Disclosure Group
requests.

D. Review by Labor Relations Director. With respect to those Disclosure
Documents described in subsection A. of Section 3.1 that relate to securities that are
secured directly or indirectly by the City’s general fund, the Financing Group shall
forward the Disclosure Document to the Labor Relations Director for review by means of
a letter substantially similar to Exhibit C. In particular, the Labor Relations Director and
the Personnel Director shall review any information in the Disclosure Document relating
to employee relations, collective bargaining, pensions and benefits, and litigation
concerning current or former employees. The Labor Relations Director shall timely send
any comments on the Disclosure Document to the Financing Group after receiving the
Disclosure Document, by means of the transmittal letter attached as Exhibit F.

E. Review by San Diego City Fmployees’ Retirement System (SDCERS).
With respect to those Disclosure Documents described in subsection A. of Section 3.1
that relate to securities that are secured directly or indirectly by the City’s general fund,
the Financing Group shall forward the Disclosure Document to the [Retirement
Administrator, Head of the Investment Division, Head of the Administration Division
and Head of the Legal Division] by means of a letter substantially similar to Exhibit C.
Such individuals shall be requested to review any information in the Disclosure
Document relating to pension benefits and other retirement benefits, pension plan funding
and litigation concerning SDCERS. Any comments on the Disclosure Document shall
timely be sent to the Financing Group after receiving the Disclosure Document, by means
of the transmittal letter attached as Exhibit G.

F. Review by City Attorney for Litigation. The Deputy City Attorney for
Finance and Disciosure shall transmit the Disclosure Document to the appropriate
attorneys in the City Attorney’s office who are responsible for identifying any material
current, pending or threatened litigation. The responsible attorneys shall timely draft
descriptions of any such litigation, and of any material settlements or court orders, for the
Disclosure Document after receiving the Disclosure Document. The Deputy City
Attorney for Finance and Disclosure shall compare any such description with the most
recent City Attorney representation letter to ensure accuracy of such descriptions. The
responsible attorneys shall timely transmit the requested information to the Financing
Group after receiving the Disclosure Document, by means of the transmittal letter
attached as Exhibit H.

G. Review by Chief Financial Officer. The Financing Group shall forward
the Disclosure Document to the Chief Financial Officer by means of a letter substantially
similar to Exhibit C. The Chief Financial Officer shall designate one or more employees
to assist the Financing Group with comparing and noting any discrepancies between the
City Financial Statements and the Disclosure Document. The Chief Financial Officer
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shall also review the Disclosure Document in full to identify any material difference in
presentation of financial material from the Financial Statements, any misstatement or
omission in any sections that contain descriptions of information prepared by or of
interest to the Chief Financial Officer. Any comments on the Disclosure Document shall
timely be sent to the Financing Group after receiving the Disclosure Document, by means
of the transmittal letter attached as Exhibit 1.

H. Reference Materials. The Deputy. City Attorney for Finance and
Disclosure and the City’s outside disclosure counsel, in providing advice to the
Disclosure Group regarding the contents of those Disclosure Documents described in
subsections A. or G. of Section 3.1, shall review and take into consideration the reference
materials listed in Exhibit J, as updated from time to time.

Section 4.4. Review of Disclosure Documents other than Official Statements. The
following procedures shall apply to those Disclosure Documents that are not addressed in
Section 4.3:

A. Determination of Disclosure Document. Any person (each, a “Preparer’)
preparing any information for release to the public that could be considered a Disclosure
Document and that is not otherwise identified as a Disclosure Document in the forward
calendar referenced in Section 6.3, shall notify the Disclosure Group of such information.
The Disclosure Group shall timely make a determination whether such information is a
Disclosure Document pursuant to Section 4.1.

B. Notify Disclosure Group. If it is determined that a document is a
Disclosure Document, the Preparer shall inform the Disclosure Group of the (i) expected
completion date of the Disclosure Document and (ii) the expected or required
dissemination date of the Disclosure Document.

C. Involvement of Deputy City Attorney. The Deputy City Attorney for
Finance and Disclosure, in consultation with the City’s outside disclosure counsel, shall
assist the Preparer to:

1. identify material information that should be disclosed;

2. identify other persons that may have material information or
knowledge of any information omitted from such Disclosure Document; and

3. determine when the Disclosure Document is final and ready for
review by the Disclosure Group.

D. Prepare Source List. The Preparer shall keep a list of individuals or
groups that have contributed to the preparation of the Disclosure Document and a list of
sources from which the information summarized or updated in the Disclosure Document
was derived. These lists shall be submitted to the Disclosure Group along with the
Disclosure Document.
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Article V
Approval Process

Section 5.1.  General. The Disclosure Group shall critically review and approve the
form and content of each Disclosure Document. Such approval shall be evidenced by the
affirmative vote of a majority of the voting members of the Disclosure Group. Any
dissenting opinion from the majority may be reflected in the certificate of the Disclosure
Group. Those Disclosure Documents that (i) the City is contractually obligated to file
with the NRMSIRs if determined to be a material event or as a result of the failure to file
the required annual financial information and (ii) contain no discretionary content (e.g.,
rating changes), may be filed with the NRMSIRs upon the approval of the City’s outside
disclosure counsel and at least one other member of the Disclosure Group.

Section 5.2.  Submission of Official Statements to Disclosure Group for Approval. The
Financing Group shall submit any Disclosure Document described in Section 4.3 to the
Disclosure Group when (i) it has obtained all of the approvals and source documentation
described in Section 4.3, and (ii) in its best judgment, the Disclosure Document is in
substantially final form. Such submission shall be by means of the transmittal letter
attached as Exhibit K.

The Disclosure Group shall critically evaluate the Disclosure Document for
accuracy, and have the opportunity to ask questions of the Financing Group and of any
Contributor or other person who reviewed or drafted any section of the Disclosure
Document. The Disclosure Group may send the Disclosure Document back to the
Financing Group for revisions. The Disclosure Group shall timely contact the Financing
Group with any comments or questions on the Disclosure Document or the associated
financing.

Section 5.3. Submission of Official Statements to Mayor and City Attorney. The
Disclosure Group shall submit any Disclosure Document described in Section 4.3 to the
Mayor and City Attorney when, in its best judgment, (i) the Disclosure Document is in
substantially final form and (ii) the Disclosure Group has complied with these Disclosure
Controls and Procedures. Such submission shall be by means of the transmiital letter
attached as Exhibit L.

The Mayor and City Attorney shall critically evaluate, or cause to be evaluated,
the Disclosure Document for completeness and accuracy. The Mayor and the City
Attorney shall meet with the Financing Group and the Disclosure Group at a mutually
convenient time, and ask questions of the Financing Group, the Disclosure Group, any
Contributor, and any other person who reviewed or drafted any section of the Disclosure
Document. The Mayor or City Attorney may send the Disclosure Document back to the
Financing Group for revisions. Upon satisfaction with the Disclosure Document, the
Mayor and City Attorney shall execute the certifications required by Section 22.4111(a)
of the Municipal Code, in the form attached as Exhibit M, and provide a copy to the
Disclosure Group.
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Section 5.4.  Chief Financial Officer Certification. Upon satisfaction with a Disclosure
Document described in Section 4.3 or in subsection F. of Section 3.1, the Chief Financial
Officer shall execute the certification required by 22.0709(b) of the Municipal Code, in
the form attached as Exhibit N, and provide a copy to the Disclosure Group. With
respect to each CAFR, the Chief Financial Officer shall execute the certification required
by 22.0709(a) of the Municipal Code, in the form attached as Exhibit O, and provide a
copy to the Disclosure Group.

Section 5.5.  Submission of Official Statements to City Council for Approval. As part
of the docketing process, the Disclosure Group shall submit any Disclosure Document
described in Section 4.3 to the City Council for approval together with the certifications
from the Mayor, the City Attorney, and the Chief Financial Officer promptly after the
receipt of such certifications. The approval of such a Disclosure Document by the City
Council shall be docketed on the adoption agenda and shall not be approved as a consent
item (including but not limited to the second reading of any ordinance approving the
financing). The City Council shall undertake such review as deemed necessary by the
Deputy City Attorney for Finance and Disclosure and the City’s outside disclosure
counsel to fulfill the City Council’s responsibilities under applicable federal and state
securities laws.

Section 5.6.  Approval of Disclosure Documents other than Official Statements. Any

Disclosure Document and accompanying source lists described in Section 4.4 shall be
submitted to the Disclosure Group for approval when the Preparer, the Deputy City
Attorney for Finance and Disclosure, and the City’s outside disclosure counsel believe
such Disclosure Document is ready for dissemination.

The Disclosure Group shall critically evaluate the Disclosure Document for
accuracy and sufficiency, and have the opportunity to ask questions of the Preparer or
any other person who reviewed or drafted any section of the Disclosure Document. The
Disclosure Group may send the Disclosure Document back to the Preparer for revisions.
The Disclosure Group shall contact the Preparer with any comments or questions on the
Disclosure Document or the associated financing by no later than (a) in the case of a
Disclosure Document scheduled on the forward calendar referenced in Section 6.3., the
later of (i) five (5) business days after receiving such Disclosure Document and (ii) the
business day immediately succeeding the next regularly scheduled meeting of the
Disclosure Group, or (b) in the case of an unscheduled Disclosure Document, as soon as
reasonably practicable.

Section 5.7,  Review and Approval of Private Placements. The Disclosure Group shall

review all borrowings proposed to be done on a private placement basis of the City or its
related entities to (i) ensure that adequate processes have been designed to enable the
purchaser to conduct due diligence on the project; (ii) determine if there is a disclosure
document; and (jii) ensure, if appropriate, that there are adequate controls in place
restricting the transfers of such securities. If the Disclosure Group finds that there is a
disclosure document, they shall undertake the review required by Section 4.2. For any
privately placed transaction, the Disclosure Group shall be provided with the final staff
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report describing the issue and such other documents as the Disclosure Group shall
request,

Article VI
Timelines for Review

Section 6.1. Timelines for Review of Official Statements. The timeline for any
particular bond financing for which a Disclosure Document as described in subsections
A. or G. of Section 3.1 will be prepared will vary depending on the type of bonds being
offered (e.g., variable rate, fixed rate, auction rate), the security for the bonds (e.g.,
general obligation, revenue pledge), the purpose for the financing, and other factors
unique to each bond financing. Accordingly, the following timeline has been developed
to assist the Disclosure Group, each Financing Group, and each bond financing team in
developing a bond financing schedule, but is intended only to provide very general
guidance in the light of the unique characteristics of each bond financing. Accordingly,
the timeline may be modified for a given financing depending on the circumstances.

Day 270 Disclosure Group notified of the bond financing by inclusion of the
financing on the forward calendar referenced in Section 6.3, and
identifies a Financing Group

Days 150-270 Financing Group meets with the bond financing team to understand
basics of bond financing; initial draft of Disclosure Document is
prepared

Day 150 Financing Group distributes information to Contributors and

department directors

Day 150 Financing Group distributes information to Director of Labor
Relations, SDCERS representative, and Chief Financial Officer, as
may be applicable

Day 130 Deputy City Attorney for Finance and Disclosure transmits
Disclosure Document to appropriate litigation attorneys in City
Attorney’s Office

Days 110-130 Department directors and Contributors discuss Disclosure
Document at departmental meetings

Day 100 Contributors submit requested information to Financing Group

Day 90 Director of Labor Relations, SDCERS representative and City
Attorney representative transmit any requested information to
Financing Group

Days 60-90 Financing Group reviews Disclosure Document and all related
materials, and transmits to Disclosure Group
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Days 40-60

Days 30-40
Day 30

Day 29

Day 15-29

Day 5
Day 0

Day 0 — Delivery
Date (or such later
date through which
the City is
contractually
obligated to advise
the bond financing
team of material
events)

Disclosure Group reviews Disclosure Document and all related
materials, and submits to Mayor and City Attorney

Mayor and City Attorney meet with Disclosure Group
Mayor and City Attorney execute required certifications

Disclosure Group submits Disclosure Document and related
certifications to City Council as part of the docketing process
referenced in Section 5.5

City Council briefed regarding Disclosure Document by Deputy
City Attorney advisor to the City Council and the City’s outside
disclosure counsel

City Council approves Disclosure Document
Preliminary Official Statement is mailed

Financing Group advises Disclosure Group of (i} any material
changes to Preliminary Official Statement to create the final
Official Statement and (ii) any material changes to the final Official
Statement up to and including the date of delivery of the bonds. In
either such event, the Disclosure Group must review and approve
the form and content of the material change disclosure and
determine whether it is necessary or appropriate to submit the
material change disclosure to the City Council for approval.

Section 6.2, Timelines for Review of Disclosure Documents other than Official

Statements. The timeline for preparing any particular Disclosure Document will vary
depending on the type of Disclosure Document and whether or not the Disclosure
Document was on the forward calendar referenced in Section 6.3. Accordingly, the
following timeline has been developed to assist the Disclosure Group and the Preparer in
developing a schedule, but is intended only to provide very general guidance in light of
the unique characteristics of each Disclosure Document.
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Scheduled Unscheduled
(measured by (measured from

days before days after

_ Disclosure unexpected

Action Document Disclosure

dissemination Document

scheduled) revealed)
Disclosure Group notified of the potential Disclosure 60 days ASAP

Document

Disclosure Group makes a determination whether a N/A 2 business

document is a Disclosure Document days

Preparer, Deputy City Attorney for Finance and 50-60 days 4 business
Disclosure, and the City’s outside disclosure counsel days
identify other persons that may have material information

or knowledge of any information omitted from such

Disclosure Document

Disclosure Document finalized and transmitted to  25-50 days 4-5 business

Disclosure Group days
Disclosure Group reviews Disclosure Document and all 10 days 5-6 business
related materials, and approves Disclosure Document for days
dissemination.

Section 6.3. Forward Calendar. The Disclosure Group shall develop a forward
calendar that sets forth, to the best judgment of the Disclosure Group, a comprehensive
list of Disclosure Documents that are subject to the review and approval of the Disclosure
Group over the next twelve months. Such forward calendar shall be revised from time to
time, and every effort shall be made to keep such document current. The Director of Debt
Management shall advise the Disclosure Group of all Disclosure Documents originating
in Debt Management (being those Disclosure Documents described in subsection A. of
Section 3.1, and those Disclosure Documents filed by the City with the NRMSIRs
pursuant to continuing disclosure agreements described in subsection C. of Section 3.1)
that are expected to be submitted to the Disclosure Group for review and approval over
the next twelve months. In addition, the Director of Debt Management shall advise the
Disclosure Group, after soliciting the appropriate information from the Related Entities,
of those Disclosure Documents described in subsections F. or G. of Section 3.1 that are
expected to be submitted to the Disclosure Group for review and approval over the next
twelve months. The Chief Financial Officer shall advise the Disclosure Group of the
dates that the CAFR, the audited financial statements of the Metropolitan Wastewater
Utility, the audited financial statements of the Water Utility, the Disclosure Documents
described in subsection B. of Section 3.1, and any other Disclosure Document, are
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expected to be submitted to the Disclosure Group for review and approval over the next
twelve months. The Chief Financial Officer shall advise the Disclosure Group of the date
that the Disclosure Document described in subsection H. of Section 3.1 is expected to be
submitted to the Disclosure Group for review and approval over the next twelve months.

Article VII
Training Policy

Section 7.1. Training Sessions.

A. Employees with responsibility for collecting or analyzing information that
may be material to the preparation of a Disclosure Document shall attend disclosure
training sessions conducted by the City’s outside disclosure counsel, with the assistance
of the Deputy City Attorney for Finance and Disclosure appointed pursuant to Section
22.0302 of the Municipal Code. New employees shall attend such a session within three
months of their first day of employment. Such training sessions shall include education
on the City’s disclosure obligations under applicable federal and state securities laws and
their responsibilities and potential liabilities regarding such obligations, the anonymous
and confidential contact information for the Audit Committee described in Section 9.2,
and the contact information for the Deputy City Attorney for Finance and Disclosure.
Such training sessions may be conducted by videotape.

B. The determination as to whether or not a class of employee shall receive such
training shall be made by the Chief Financial Officer or the City Attorney, as appropriate.
The Disclosure Group may also require training for a particular employee not otherwise
specified.

C. Separate training sessions shall be conducted by the City’s outside disclosure
counsel, with the assistance of the Deputy City Attorney for Finance and Disclosure and
the Deputy City Attorney designated as an advisor to the City Council pursuant to
Section 22.0303 of the Municipal Code, for the Mayor and City Council members.

Article VIII
Document Retention Policies

Section 8.1.  Official Statements.

A. Materials retained. The Disclosure Group shall retain in a central depository,
for a period of five years from the date of delivery of the securities referenced in a
Disclosure Document described in subsections A. or G. of Section 3.1, the following
materials:

1. the printed copy of the Preliminary and final Official Statement (or
Preliminary and final Offering Memoranda);

82



City of San Diego Debt Policy

2. the “deemed final” certification provided by a City official to the
underwriter of the securities in accordance with paragraph (b)(1) of Rule 15¢2-12;

3. the executed copies of the letters, requests, and certifications, the
forms of which are attached as Exhibits B-K, and M;

4, the information and related sources referenced in the materials
described in 3. above;

5. the bond purchase agreement; and

6. any written certification or opinions executed by a City official
relating to disclosure matters, delivered at the time of delivery of the related
securities.

B. Materials not retained. The Disclosure Group shall not retain after the date of
delivery of the related securities the drafis of any of the materials referenced in
subsection A. above.

Section 8.2.  Disclosure Documents other than Official Statements. The Disclosure
Group shall retain in a central depository, for a period of five years from the date the
respective Disclosure Document is published, posted, or otherwise made publicly
available:

1. the final version of the Disclosure Document,

2. all transmittal letters, requests, and certifications relating to
information in the Disclosure Document,

3, the information and related sources referenced in the materials
described in 2. above.

The Disclosure Group shall not retain the drafts of any such materials.

Article IX
Confidential Submissions

Section 9.1.  Deputy City Attorney for Finance and Disclosure. The City shall
encourage City employees to contact the Deputy City Aftorney for Finance and

Disclosure with any disclosure questions or concerns. To the extent permitted by law,
upon the employee’s request, the Deputy City Attorney for Finance and Disclosure shall
keep the employee’s identity confidential.

Section 9.2.  City Office of Ethics and Integrity Contact Information. The City shall set
up a confidential and anonymous system so that City employees can contact the City’s
Office of Ethics and Integrity with any concerns about accounting or financial disclosure
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issues if they prefer not to contact the Deputy City Attorney for Finance and Disclosure,
The City’s Office of Ethics and Integrity will create a system and procedure so that City
employees can contact them with any concerns about accounting or financial disclosure
issues in an anonymous and confidential manner. The Office of Ethics and Integrity shall
share any such information with the City’s Audit Committee in a timely fashion, while
ensuring the confidentiality of City employees.

Article X
Annual Review
Section 10.1.  Annual Review. The Disclosure Group shall conduct an annual evaluation

of these Disclosure Controls and Procedures and prepare an annual report, in accordance
with the procedures and the dates established by Section 22.4106 of the Municipal Code.
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K.

Exhibits
List of Related Entities
Related Entity Letter
Request for Information from Contributors
Transmittal by Department Director or Deputy City Manager to Financing Group
Underwriter’s/Financial Advisor’s Confidentiality Agreement
Letter from Human Resources Manager
Letter from SDCERS Representative
Letter from City Attorney’s Office Regarding Litigation
Letter from Chief Financial Officer
Municipal Finance Disclosure Reference Materials
Transmittal of Official Statement by Financing Group to Disclosure Group

Transmittal of Official Statement by Disclosure Group to City Manager and City
Attorney

Certifications by City Attorney and City Manager
Certification by Chief Financial Officer Regarding Official Statements

Certification by Chief Financial Officer Regarding CAFR
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Exhibit A
Related Entities
Assessment District 4030 (Otay Mesa Industrial Park)
Assessment District 4096 (Piper Ranch Business Park)
City of San Diego/MTDB Authority
Community Facilities District No. I (Miramar Ranch North)
Community Facilities District No. 2 (Santaluz)
Community Facilities District No. 3 (Liberty Station)
Community Facilities District No. 4 (Black Mountain Ranch Villages)
Convention Center Expansion Financing Authority
Public Facilities Financing Authority of the City of San Diego
Reassessment District No. 1999-1
Reassessment District No. 2003-1
Redevelopment Agency of the City of San Diego
San Diego Facilities and Equipment Leasing Corporation
San Diego Housing Authority
San Diego Housing Commission
San Diego Open Space Park District No. 1

San Diego Tobacco Revenue Funding Corporation
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Exhibit B

Related Entity Letter

Pursuant to Municipal Code §22.4101 et seq. (Code), the Disclosure Practices
Working Group (Group) has the responsibility to review the form and content of
information disclosed by the City in connection with securities issued.by Related Entities
(as defined in the Code). Accordingly, in order to fulfill such responsibility, you must
submit this letter for approval by the Group, and you understand and agree that you will
not docket the Preliminary Official Statement or other offering document for
consideration by the City Council prior to submitting this letter to the Group.

You have received this letter because [name of issuer] is a Related Entity of the
City. Please advise, by checking the appropriate box below, whether you are in receipt of
any information of the type referenced in the preceding paragraph.

a We did not request, and did not receive, any information from a City employee
that we intend to include in the Preliminary Official Statement or other offering
document that is being prepared in connection with the securities being offered by [name
of Related Entity].

(W We received information from [name of City employee], a copy of which is
attached, which we intend to include in the Preliminary Official Statement that is being
prepared in connection with the securities being offered by [name of Related Entity]. We
understand and acknowledge that we are not authorized to include this information in
such Preliminary Official Statement or any other disclosure document until we receive
written authorization from a representative of the Group to include such information.

Related Entity:

Authorized Officer:
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Exhibit C
Request for Information from Contributors

The Debt Management department of the City is requesting information from
[department or division name] to be included in a detailed disclosure of the City’s
financial and operating data for an [official statement] [annual report] to be issued by the
City in connection with [the sale of bonds or other securities] [federal annual reporting
requirements for municipal securities]. This information will be disseminated publicly to
the investing public, including bondholders, rating agencies, financial advisors and other
members of the investment community.

Federal securities laws require that the information be complete, accurate, and in no way
misleading. Please review carefully and critically the information you are providing to be
certain, to the best of your knowiedge after reasonable inquiry of the appropriate persons,
that it is accurate, complete and not misleading. Please be certain that the source
documentation is reliable and auditable, should any future inquiry arise. Please provide a
copy of all source documentation. Please describe any exceptions or other caveats to the
information you are providing.

Please review the information in its entirety, rather than simply updating that which has
already been provided, to determine whether any material changes have occurred or if
any new or additional information should be included to make the information you are
providing not misleading and as complete and accurate as possible.

Please provide the information by no later than [X date], and please advise of any
subsequent changes to such information through [Y date].

If you require additional information regarding this request for information, please
contact , abl X . Thank you for your assistance.
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Exhibit D

Transmittal by Department Director
or Chief Operating Officer
to Financing Group

I am the [Department Director/Chief Operating Officer] responsible for reviewing
the portion of the Disclosure Document that is attached. This disclosure has been
reviewed by me and by each identified Contributor, and was discussed at a meeting of the

department. 1 have also attached copies of any materials that were a source
for all or a portion of this disclosure. I have reviewed and complied with the procedures
set forth in subsection C. of Section 4.3 of the Disclosure Controls and Procedures. 1
have attended the federal securities law training seminar conducted by the City’s outside
disclosure counsel or viewed a recorded version thereof. In the event of any material
change to the attached disclosure between the date of this letter and the scheduled
delivery date for the bonds (X date), I shall promptly advise the Financing Group.

[Department Director/Chief Operating
Officer]

Attachments

° reviewed disclosure
. source materials

° list of Contributors
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Exhibit E

[Underwriter’s/Financial Advisor’s] Confidentiality Agreement

The [Underwriter/Financial Advisor] acknowledges, represents and warrants to
the City that in connection with the preparation for and offering and sale of the Bonds,
the [Underwriter/Financial Advisor], its agents, employees and counsel involved in the
offering have been and will be provided non-public information by or on behalf of the
City, including but not limited to drafts of the Preliminary Official Statement and Official
Statement; the [Underwriter/Financial Advisor], its agents, employees and counsel
involved in the offering have been and will be provided such information for the purpose
of the offering and sale of the Bonds and not for any other purpose; and the Preliminary
Official Statement and Official Statement, and any supplements or amendments thereto in
accordance with the provisions of the Bond Purchase Agreement, constitute the only
documents authorized by the City for dissemination of such information.

The [Underwriter/Financial Advisor] covenants and agrees to protect and
maintain the confidentiality of such information and to take appropriate steps to assure
that its agents, employees and counsel involved in the offering will not make use of such
information for any purpose other than the offer and sale of the Bonds.

Notwithstanding the preceding two paragraphs, the [Underwriter/Financial
Advisor] has the right to use or to disclose any information: (i) which is, at the time of
disclosure, generally known or available to the public (other than as a result of a breach
of this Agreement); (i) which becomes, at a later date, generally known or available to
the public through no fault of the [Underwriter/Financial Advisor] and then only after
said later date; (iii) which is disclosed to the [Underwriter/Financial Advisor] in good
faith by a third party who, to [Underwriter/Financial Advisor]'s knowledge, has an
independent right to such information and is under no known obligation not to disclose it
to the [Underwriter/Financial Advisor]; (iv) which is possessed by the
[Underwriter/Financial Advisor], as evidenced by such [Underwriter/Financial Advisor]’s
written or other tangible evidence, before receipt thereof from the City; (v) to the extent
expressly required by any governmental, judicial, supervisory or regulatory authorities
pursuant to federal or state law, subpoena or similar legislative, administrative or judicial
process; (vi) in connection with the offering and sale of the Bonds if the
[Underwriter/Financial Advisor] or its counsel determines that confidential information is
material (within the meaning of the federal securities laws) and therefore must be
disclosed in connection with the offering and sale of the Bonds, provided, that the
[Underwriter/Financial Advisor] shall provide prior written notice thereof to the City (to
the extent permitted by law), including a copy of the proposed disclosure or other use,
and shall have obtained the City’s written consent to such use if the offering has not
commenced; or (vii) the use of which is consented to by the express prior written consent
of the City.

The [Underwriter;"F inancial Advisor] shall return all confidential material to the
City when the bond transaction is completed or their services are otherwise completed.
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Exhibit F -
Letter from the Labor Relations Director
Financing Group:

I have reviewed the information in the [Official Statement/Offering
Memorandum] that relates to employee relations, collective bargaining, pensions and
benefits, and litigation concerning current or former employees. I have also read and
understand the directions that were provided to me in the letter from the Financing
Group. In the event of any material change to the attached disclosure between the date of
this letter and the scheduled delivery date for the bonds (X date), I shall immediately
advise the Financing Group. [No information concerning the above categories was
included./T have no comments./My comments are attached.]

Labor Relations Director
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Exhibit G
Letter from SDCERS Representative
Financing Group:

I have reviewed the information in the [Official Statement/Offering
Memorandum/CAFR] that relates to pension benefits and other retirement benefits,
pension plan funding, and litigation concerning SDCERS. I have also read and
understand the directions that were provided to me in the letter from the Financing
Group. In the event of any material change to the attached disclosure between the date of
this letter and the scheduled delivery date for the bonds (X date), I shall immediately
advise the Financing Group. [No information concerning the above categories was
included./I have no comments./My comments are attached.]

SDCERS Representative
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Exhibit H

Letter from City Attorney’s Office Regarding Litigation

Financing Group:

The litigation section of the Disclosure Document has been reviewed by the
appropriate attorneys, and the attached disclosure reflects all material current, pending or
threatened litigation, and describes any material settlements or court orders. For purposes
of this letter, the term “material” means (i) any litigation threatened, pending or
commenced against the City seeking to prohibit, restrain or enjoin the issuance, sale or
delivery of the Bonds, or contesting or affecting the validity or enforceability of, the
pledge of revenue for, or the power of the City to issue, the Bonds, (ii) any litigation or
pending regulatory action the potential exposure for which is greater than $5,000,000. In
the event of any material change to such information between the date of this letter and
the scheduled delivery date for the bonds (X date), I shall immediately advise the
Financing Group.

Deputy City Attorney for Finance and
Disclosure



City of San Diego Debi Policy

Exhibit [
Letter from Chief Financial Officer
Financing Group:

I have reviewed the information in the [Official Statement/Offering
Memorandum], including particularly the financial disclosures, and I have compared the
financial disclosures in the Disclosure Document to the City’s Comprehensive Annual
Financial Report. I have also read and understand the directions that were provided to me
in the letter from the Financing Group. To the best of my knowledge, there are no
misstatements or omissions in any sections of the Disclosure Document that contain
descriptions of information prepared by or of interest to the Chief Financial Officer. In
the event of any material change to the attached disclosure between the date of this letter
and the scheduled delivery date for the bonds (X date), [ shall immediately advise the
Financing Group. [I have no comments./My comments are attached.]

Chief Financial Officer
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Exhibit J
Municipal Finance Disclosure Reference Materials
L. Public_Finance Criteria, Standard & Poor’s (see www.standardandpoors.com,
click on “Criteria and Definitions™ under “Credit Ratings™).
2. uestions to Ask Before You Approve a Bond Issue: A Pocket Guide for Elected

and Other Public Officials, National League of Cities; National Association of
Counties; National Association of State Auditors, Comptrollers, and Treasurers;
and the Government Finance Officers Association, Dec. 1996

3. Disclosure Roles of Counsel in State and Local Government Securities Offerings,
American Bar Association, State and Local Government Law, and National
Association of Bond Lawyers, 1994,

4. Recommended Best Practices in Disclosure, National Federation of Municipal
Analysts, 2004.

5. Making Good Disclosure: The Role and Respongibilities of State and ILocal

Officials Under the Federal Securities Laws, Government Finance Officers
Association, 2001.

6. Disclosure Guidelines for State and Local Governunent Securities, Government
Finance Officers Association, 1991.
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Exhibit K

Transmittal of Official
Statement by Financing Group
to Disclosure Group

Disclosure Group:

The Financing Group has, with respect to the [Official Statement/Offering
Memorandum], (i} performed the responsibilities set forth in subsection B. of Section 4.3
of the Disclosure Controls and Procedures, (ii) obtained all the approvals and source
documentation described in said Section 4.3, copies of which are attached, and (iii) in our
best judgment, the Disclosure Document is in substantially final form and ready for
review by the Disclosure Group.

Representative of Financing Group

[list names of members of Financing Group]
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Exhibit L

Transmittal of Official
Statement by Disclosure Group
To City Manager and City Attorney

City Manager and City Attorney:

The Disclosure Group has reviewed and approved the [Official
Statement/Offering Memorandum] in accordance with the procedures set forth in Section
5.2 of the Disclosure Controls and Procedures. In the best judgment of the Disclosure
Group, the Disclosure Document is in substantially final form and the Disclosure Group
has complied with the Disclosure Controls and Procedures.

Representative of Disclosure Group

[list names of members of Disclosure Group)]
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Exhibit M
Certifications by City Attorney and City Manager

City Council:

I have reviewed the [description of Official Statement or Offering Memorandum],
and I have met with and asked questions of the Financing Group, the Disclosure Group,
any Contributor, any other person who reviewed or drafted any section of the [Official
Statement/Offering Memorandum], and any other person that I thought necessary or
appropriate. I hereby certify that, to the best of my knowledge, the [Official
Statement/Offering Memorandum] does not make any untrue statement of a material fact
or omit to state a material fact necessary in order to make the statements made, in the
light of the circumstances under which they were made, not misleading.

City Manager/City Attorney
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Exhibit N

Certification by Chief Financial Officer Regarding Official Statements

City Council:

I have reviewed the [description of Official Statement or Offering Memorandum]
and compared the City Financial Statements with the Disclosure Document. In addition,
I have reviewed the Disclosure Document in full to identify any misstatement or
omission in any sections that contain or omit descriptions of information prepared by or
of interest to the Chief Financial Officer. 1 hereby certify that, to the best of my
knowledge:

1. the Disclosure Document fairly presents, in all material respects, the financial
condition and results of operations of the City;

2. the Disciosure Document does not make any untrue statement of a material
fact or omit to state a material fact necessary in order to make the statements made, in the
light of the circumstances under which they were made, not misleading; and

3. that the financial statements and other financial information from the City
Financial Statements included in such Disclosure Document, if any, fairly present in all
material respects the financial condition and results of operations of the City as of, and
for, the periods presented in the City Financial Statements.

Chief Financial Officer
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Exhibit O

Certification by Chief Financial Officer Regarding CAFR

City Council:
I hereby certify that, to the best of my knowledge, as of the date of the CAFR:

1. the information contained in the [Fiscal Year] CAFR fairly presents, in all material
respects, the financial condition and results of operations of the City as of, and for, the periods
presented in the CAFR; and

2. the CAFR does not make any untrue statement of a material fact or omit to state a
material fact necessary in order to make the statements made, in the light of the circumstances
under which they were made, not misleading.

Chief Financial Officer
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APPENDIX G — GLOSSARY

Arbitrage

With respect to municipal bonds, arbitrage is the profit made from investing the proceeds of tax-exempt
bonds in higher-yielding securities.

Assessment

A charge levied against a parcel of land for the benefit that is generated by the underlying improvement
praject, or in certain cases public services. The governing body of the entity levying the Assessment must
malke a finding of special benefit in order to validate this process.

Backloading

Debt repayment is scheduled towards the back-end.

Assessment District

A Special District formed by a local government agency and includes property that will receive direct
benefit from the construction of a new public improvement or, in certain cases, from the maintenance of

existing public improvements.

Community Facilities District

A common and popular type of Special Tax district that can fund ongoing maintenance services, capital
projects, or both. It is allowed under the Mello-Roos Community Facilities Act of 1982 and California
Government Code Section 53311 et seq.

Conduit Financing

A financing in which the proceeds of the issue are loaned to a nongovernmental borrower who then
applies the proceeds for a project financing or, if permitted by federal tax law for a qualified 501(c)(3)
bond, for working capital purposes.

Continuing Disclosure

The ongoing disclosure provided by an issuer or obligated person pursuant to an undertaking entered into
to allow the underwriter to comply with SEC Rule 15¢2-12.
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Debt Service

The total interest, principal and mandatory sinking fund payments due af any one time.

Debt Service Reserve Fund

An account from which monies may be drawn to pay debt service on an issue of bonds if pledged
revenues and other amounts available to pay debt service are insufficient. The size of the debt service
reserve fund and investment of monies in the fund/account are subject to restrictions contained in Federal

Tax taw for tax-exempt bonds.

Electronic Municipal Market Access (EMMA) System

The EMMA system created by the MSRB is a comprehensive, centralized online source for market
transparency data, educational material about the municipal securities market, and free access to
municipal disclosures. Effective July 1, 2009, EMMA became the single, official repository for
continuing disclosure documents as a result of changes mandated by the SEC in December 2008.

Escrow Agent

With respect to an advance refunding, the commercial bank or trust company retained to hold the
investments purchased with the proceeds of the refunding and, customarily, to use the amounts received
as payments on such investments to pay debt service on the refunded bonds.

Generally Accepted Accounting Principles (GAAP)

A widely accepted set of rules, conventions, standards and procedures for reporting financial information,
as established by the Financial Accounting Standards Board.

Government Accounting Standards Board (GASB)

A standard-setting body, associated with the Financial Accounting Foundation, which prescribes standard
accounting practices for governmental units.

Joint Powers Authority

A public authority created by a joint exercise of powers agreement between any two or more
governmental agencies. The authority may be given power to perform any function which both parties to
the agreement are empower to perform and which will be of benefit to both parties.
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Municipal Standards Rulemaking Board (MSRB)

An independent self-regulatory organization established by the Securities Acts Amendmenis of 1975,
which is charged with primary rulemaking authority over dealers, dealer banks, and brokers in municipal

securities.

Nationally Recognized Municipal Securities Information Repositories (NRMSIRs)

NRMSIRs is an acronym for Nationally Recognized Municipal Securities Information Repository.
NRMSIRs are the repositories for all annual reports and event notices filed under SEC Rule 15¢2-12.

SEC Rule 15¢2-12

A rule promulgated by the SEC under the Securities Exchange Act of 1934 concerning disclosure and
continuing disclosure requirements for municipal securities.

Securities and Exchange Cominission {SEC)

A federal agency which oversees and regulates stock, bond, and other financial markets.

Special Assessment

See “Assessment”

Special Tax

A financial charge that is calculated via some type of special tax formula (or Rate and Method of
Apportionment, in the case of a Community Facilities District), and is levied annually on property for a
defined period of years,

State and Local Government Series (SLGS)

SLGS is an acronym {pronounced “slugs™) for a type of U.S. Treasury obligation, the complete name of
which is United States Treasury Securities — State and Local Government Series. SLGS are special
United States Government securities sold by the Treasury to states, municipalities and other local
government bodies through individual subscription agreements. The interest rates and maturities of
SLGS are arranged to comply with arbitrage restrictions imposed under Section 103 of the Internal
Revenue Code. SLGS are most commonly used for deposit in escrow in connection with the issuance of

refunding bonds.

True Interest Cost (TIC)
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A method of calculating bids for new issues of municipal securities that takes into consideration certain
costs of issuance and the time value of money.

Underwriter

An investment banking firm which, singly or as a member of an underwriting group or syndicate, agrees
to purchase a new issue of bonds from an issuer for resale and distribution to investors. The underwriter
acquires the bonds either by negotiation with the issuer or by award on the basis of competitive sale.

Underwriter Syndicate

A group of underwriters formed to purchase (underwrite) a new issue of municipal securities from the
issuer and offer it for resale to the general public. The syndicate is organized for the purpose of sharing
the risks of underwriting the issue, obtaining sufficient capital to purchase an issue and for broader
distribution of the issue to the investing public. One of the underwriting firms will be designated as the
syndicate manager or lead manager to administer the operations of the syndicate.

Verification Agent

A certified public accountant who verifies that sufficient funds are deposited into an escrow to implement
the objectives of the refunding or financing plan.
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