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To: Chair and Members of the SEDC Board of Directors www.sedcinc.com

From: Terry Darden, Chief Financial Officer

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

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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City of San Diego Debt Policy

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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