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APPENDIX A

LOCAL PUBLIC AGENCY GOALS
AND POLICIES FOR
COMMUNITY FACILITIES DISTRICTS
FOR
ROMOLAND SCHOOL DISTRICT

As Amended and Restated and Adopted
June 13, 2006

INTRODUCTION

As of January 1, 1994, the Mello-Roos Community Facilities Act (“Act”) (California
Government Code Section 53312.7) requires any public agency initiating proceedings to
establish 2 Community Facilities District (“CFD") to first consider and adopt local goals and
policics related to CFDs. At a minimum, the goals and policies of the public agency,
Romoland School District (“District”), must include the following:

1.

There must be a statement on the priority that various kinds of public facilities will
have financing through a CFD, including public facilities to be owned and operated by
public agencies other than the District.

There must be a statement concerning the credit quality which is to be required of CFD
bond issues. This statement must include criteria for evaluating credit quality.

There must be a statement outlining the steps to be taken to cnsure that prospective
property purchasers are fully informed about the special taxes imposed on property
within any CFD,

There must be a statement defining the criteria to be used for evaluating the equity of
tax allocation formulas (i.e., special taxes allocated to different land use categories).
This statement must include the desirable and maximum special tax levels to be levied
against any CFD properties.

There must be a statement establishing the criteria for preparing appraisals, including
definitions, standards, and assumptions to be used in appraisals.

There must be a policy adopted which includes a priority attendance access policy for
students residing within a CFD used to finance school facilities.

The goals and policies set forth herein by the District reflect minimum standards under which
the District will make use of the Act to finance public improvements. The District may, in its
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discretion, require additional measures, enhanced security, and higher standards in particular
cases. The District reserves the right to consider exceptions or waive any policies stated
herein so long as it is acting in accordance with the Act and is making such exceptions or
waivers for specified public pelicy reasons. These goals and policies may be amended at any
time by the District.

1I. GENERAL POLICY STATEMENT

Geperally, the District will act as lead agency to, or a participating agency in, a CFD
financing to fund school facilities and/or improvements to be owned and operated by another

public agency, if it is demonstrated that doing so provides significant economic benefit to the
District.

III. PRIORITIES FOR CFD FINANCING

Priority for CFD financing when the District is acting as lead agency shall be as follows:
(i) acquisition and construction of classroom facilities; acquisition of Jand; acquisition of
furniture, fixiures, and equipment; acquisition, construction, and expansion to school site
support facilities (e.g., multi-purpose rooms, gymnasiums, and recreational/playground
cquipment); acquisition, construction, and expansion to school district support facilities (e.g.,
transportation facilities, warehouses, kitchens, buses, and administrative offices); and any
other District facilities and improvements eligible under the Act; and, where applicable,
(ii) acquisition or construction of qualifying public improvements under the Act by another
public agency, but only where the amount of bonds issued for improvements plus the present
value of projected surplus special taxes to be collected by the District to fund improvements to
be owned by the District is greater than the amount of bonds issved for improvements to be
owned by any other single public agency. Surplus special taxes are special taxes available to
the District to fund improvements after paying CFD administrative costs and meeting

obligations pursuant to a bond indenture of trust, including the payment of principal and
interest.

IV. CREDIT QUALITY REQUIREMENTS FOR CFD BOND ISSUES

Bonds to be issued by a CFD of the District must satisfy certain credit quality requirenents.
Satisfaction of these requirements would not compel the District to issue bonds. The District
may apply other credit criteria in determining whether to issue bonds, and the District may
disregard certain of the criteria if it is determined that such action would not imperil the
security of the bonds or that the issuance of the bonds would accomplish a specified public
policy goal.

A. Value to Debt Ratio

The District will require that the credit quality of any CFD bond issuance be such that the
requirements of Section 53345.8 of the California Government Code are met. Generally, ail
CFD bond issues shall require at least three-to-one property value to public debt ratio (public
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debt being CFD bonds and other bonds secured by special taxes or special assessments,
excluding general obligation bonds secured by ad valorem taxes), In the event that such three-
to-one property value to public debt ratio cannot be met, District may consider at its sole
discretion structuring measures, including but not limited to increased bond security measures
such as described under Subparts D through F herein, but consistent with requirements under
Subparts B and C. Property value may be based on either an appraisal or on assessed values
as indicated on the county assessor’s tax roll. If property value is determined by an appraisal,
the appraiser shall be selected by the District and the appraisal shall be based on criteria as
described below under Section VI of these goals and policies. The public debt amount shall be
based on the size of the bond issue currently being sold, plus the allocable principal amount of
all other outstanding CFD and Assessment Bonds currently existing against the properties in
the CFD. Although it is not required that the value to debt ratio be three-to-one on a parcel by
parcel basis, consideration must be given to this ratio when apportioning special taxes (o
different parcels, to assure that CFD property owners will accept their responsibilities for
paying the special taxes of each parcel.

B. Reserve Fund

In order to enhance the credit quality of a CFD bond issue, the District will generally require
that each such bond issue be secured by a reserve fund equal to the lesser of (i) ten (10)
percent of the stated principal amount of the bond issue, (ii) the maximum annual debt service
on the bond issue, or (iii) 125 percent of the average annual debt service on the bond issue.

C. Development Feasibility

The District may require a third-party market absorption study for property in the CFD a5 a
condition of the issuance of bonds if the District determines that such objective information is
necessary to analyze the development feasibility of the project proposed for the CFD. This
study must be prepared by a qualified market absorption consultant within 120 days of the date
of the financing. The consultant must be hired by the District and must not have a personal or
professional interest in the property within the CFD, and shall be paid from funds advanced by
the developer.

D. Credit Enhancement

Generally, the District will require that each developer of property within a CFD provide
credit enhancement to increase the credit quality of the bonds issued by such CFD; provided,
however, that such credit enhancement will not be required if the third-party market
absorption consultant estimates that all of the units within such CFD will be purchased (or
leased or rented) by end users no later than the capitalized interest period. Such credit
enhancement shall generally be the form of a stand-by irrevocable letter of credit, will be
required to be in an amount not less than one times the amount of annual special taxes levied
on a property owned by such developer that has not been conveyed to a homeowner (or end
user) and will be required to remain in effect until no more than 25% of the proposed
residential units within such CFD remain unsold to individual homeowners. In the event
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property is conveyed to merchant builders, each merchant builder shall be required 1o deliver
such credit enhancement until the 25% threshold has been achieved.

Such credit enhancement will penerally be required to be issued or guaranteed by an entity, the
long term unsecured obligations of which are rated at least “"A” by Moody’s Investors Service
or Standard & Poor's Ratings Service. The form of such credit enhancement shall in all
respects be satisfactory to and approved in writing by the District.

If a developer or merchant builder wishes to deposit cash in lieu of the letter of credit as
described above, the developer must do so in a way acceptable (o the District that such cash
deposit will not be restricted in its intended use by reason of a declaration of bankrupicy by
such developer, merchant builder, or any affiliate thereof.

E. Capitalized Interest

Generally, the amount of capitalized interest funded for a CFD bond issue will be limited to
the amount necessary to pay debt service on the bonds for 12 months; provided, however, that
the amount of such capitalized interest funded may be increased if required to provide the
amount necessary to pay debt service on the bonds until the first interest payment date
occurring after the levy of the special taxes may be included in the real property tax roll, or if
determined to be appropriale for enhancing the credit quality of any CFD bonds.

F. Bond Structure

Generally, the term to maturity of any CFD bonds will not exceed 30 years. The interest
payment dates will be March 1 and September 1 and the principal payment date will be
September 1. Generally, CFD bonds will be structured such that, once principal amortization
has commenced, debt service will be substantially level. Debt service on CFD bonds may
increase at a level no greater than 2% per year, but only if it is determined to be reasonable
under current market conditions at the time of bond sale, and if doing so provides additional
economic benefit to the District.

V.  DISCLOSURE REQUIREMENTS

A. Disclosure Requirements for Prospective Propexrty Purchasers

The District shall require (to the extent required by law) that prospective purchasers of
property in the CFD be informed of the levy and purpose of the special tax. The District shall
take such actions as are needed to encourage the compliance of all sellers of property in the
CFD with the requirements of the law, including, but not limited to, Sections 53328.3,
53328.5 (including the referenced sections of the California Streets and Highways Code),
53340.2 and 53341.5 of the California Goverrment Code. Builders who are selling new
homes and developers or landowners who are selling lots or parcels that are within a CFD
shall provide disclosure notice to purchasers of property that complies with all of the
requirements of Section 53341.5 of the Government Code, as amended. The disclosure notice
must be provided to prospective purchasers of property at or prior to the time the contract or
deposit receipt for the purchasc of property is executed. Under current law, a prospective
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purchaser of property has three days after delivery of the disclosure document in person, or
five days after the document was deposited in the mail, to terminate an agreement for the
purchase of property. Builders and developers are required to keep an executed copy of each
disclosure document to prove that disclosure has been provided to all purchasers of property
within a CFD.

Builders and developers shall be encouraged to develop a program to inform prospective
purchasers about a CFD and its related special tax liabilities prior to the date on which a
purchase agreement or deposit receipt is executed. The District shall provide a notice of
special taxes to sellers of property (other than builders or developers) which will enable them
to comply with their notice requirements under Section 1102.6 of the Civil Code. This notice
shall be provided by the District within five working days of rcceiving a request for such
notice. A reasonable fee may be charged for providing the notice.

B. Disclosure for Bond Issues

Each owner of property within a CFD that has not been conveyed 1o a homeowner or an end
user of commercial property and that will be responsible for 10% or more of annual debt
service on 2 CFD bond issue will be required to provide for inclusion in the official statement
or other offering materials distributed in connection with the offering and sale of such bonds
such information as may be required for the District to comply with, satisfy any requirements
of, or avoid any liability under, any applicable federal or state securities laws. Each owner of
property within a CFD, and each subsequent owner of property, that has not been conveyed to
a homeowner or an end user of commercial property and that wilt be responsible for 10% or
more of annual debt service on an issue of Community Facilities District bonds will be
required to provide such information, on an ongoing basis, as may be required for the
underwriter of such bonds to satisfy the requirements imposed on it pursuant to Rule 15¢2-12
promulgated under the Securities Exchange Act of 1934.

VI. EQUITY OF SPECIAL TAX FORMULAS AND MAXIMUM SPECIAL TAXES

Prior to forming a CFD, the District shall determine that () the special tax formula is
reasonable and equitable and (ii) the total tax burden (defined as the anticipated annual CFD
tax, projected ad valorem taxes, any overlapping CFD special taxes and special assesstents,
and any other governmental taxes, fees and charges payable from and secured by each parcel
of land within the CFD) shall not exceed two (2) percent of the estimated base sales price of
such parcel upon completion of the public and private impraovements relating to such parcel.
Moreover, under no circumstances shall the special tax levied on any parcel of developed
residential property be increased by more than ten {10) percent as a consequence of
delinquency or default by the owner of any other parcel.

The special tax formula shall be structured so that special laxes are apportioned among the
properties in the CFD so as to pay: (i) reasonable and mecessary administrative costs of the
District; (i) 110% of projected annual debt service on all CFD bonds; (iii) any amounts
required to establish or replenish any reserve fund established for 2 Community Facilities
District bond issue, (iv) amounts to pay directly the costs of improvements authorized to be
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financed by the CFD, (v) the accumulation of funds reasonably required for future debt service
on CFD bonds, (vi) amounts equal to projected delinquencies in special tax payments, (vii)
remarketing, credit enhancement or liquidity fees, and (viii) any other costs or payments
permitted by law. Generally, the special tax formula will be required to include a back-up tax
5o that changes in development within the CFD would not result in the inability to tevy special
taxes that would produce special tax revenues in such amounts needed above,

VII. APPRAISAL STANDARDS

Except as provided below, the definitions, standards and assumptions to be used in appraisals
required in connection with the issuance of bonds by the District are as set forth in the
Appraisal Standards for Land Secured Financings published by the California Debt and
Investment Advisory Commission and dated July 2004 (the CDIAC Guidelines) and as may be
amended or revised from time to time.

If there is a conflict between the definitions, standards or assumptions in the CDIAC
Guidelines and the corresponding definitions, standards or assumptions in the Uniform
Standards of Professional Appraisal Practice of the Appraisal Foundation (*USPAP™), USPAP
shall govern.

viil. PRIORITY ATTENDANCE ACCESS POLICIES

To the extent required by California Government Code Section 53312.7, and subject to the
limitations in the following paragraph, the District shall give priority attendance access to
students residing in a CFD whose residents have paid special taxes that have, in whole or part,
financed the construction of school district facilities. The degree of priority shall reflect the
proportion of each school’s financing provided through the CFD.

The anendance priority described above is subject to the District’s other attendance policies
that include criteria for student assignment such as goals to achieve ethnic, racial, or
socioeconomic diversity; federal, state, or court mandates; wansportation needs, safe
pedestrian routes; grade levels for which facilities were designed; and ensuring that students
have continnity of schooling within any single school year.

IX. CONSULTANTS

The District will select all consoltants to be retained by the District for a CFD financing,
including, but not limited to, the financial advisor, special tax consultant, bond counsel,
disclosure counsel, underwriter, market absorption consultant, appraiser and trustee.
Providers of letters of credit, bond insurance policies, surety bonds or other credit
enhancements are also subject to District approval. Consultants, including legal counsel, to
the developer or other property owner within the CFD will be selected, retzined and paid by

such developer or property owner; such consultants will not be paid from the proceeds of the
financing.
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X. APPLICATION AND DEPOSIT

A developer or property owner may request the District to consider acting as lead agency for a
CFD financing by sending a letter request to the Superintendent including the following
informalion:

1. Property location;

2. Name of applicant and name of vested property owner (if different than applicant);
3. Improvements proposed to be financed;

4, Current and projecied eatitlements on the property to be included in the CFD;

5. Description of the development plan including zoning, projected product mix and
market prices for the end users of the property (e.g., prospective homeowners).

The Superintendent will review the application for compliance with these goals and policies
and will make a recommendation to the School District Board of Trustees (the Trustees) as to
whether or not to proceed with the proposed CFD.

The cost of proceeding with the CFD will be borne entirely by the applicant and will be
subject to a Deposit and Reimbursement Agreement approved by the Trustees. No action will
be taken on any application unless and until a deposit of funds is made by the applicant to the
District. The deposit must be sufficient to cover the expense of District staff time, the costs of
non-contingent outside consultants retained for CFD financing and the costs of recordings,
filings, duplication, mailings and deliveries. Generally, the initial deposit will not be less than
$25,000, and may be more, as required by the District, The deposit must be increased upon
demand of the District if at any time it determines that the remaining amount is not sufficient
10 cover anticipated remaining expenses and costs, If the additional amount is not paid the
District will cease all activities with respect to the CFD financing until the additional amount is
paid. The initia] deposit and any additional amounts will be held by the District and used only
for the expenses and costs incurred in connection with the CFD proceedings. Any balance of
such deposit remaining upon completion of the CFD financing, or the abandonment thereof,
and not needed to pay expenses and costs relating thereto will be returned to the applicant,
The use of the deposit shall in no way be construed as requiring the District to issue CFD
bonds or 10 provide reimbursement from the proceeds thereof for portions of the deposit that
are cxpended. If bonds are issued by a CFD, the applicant will be reimbursed from bond
proceeds for the portion of such deposit that has been expended or encumbered.,
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