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September 13, 2021 

Honorable Michael P. Victorino 
Mayor, County of Maui 
200 South High Street 
Wailuku, Hawaii 96793 

For Transmittal to: 

Honorable Yuki Lei Sugimura, Councilmember 
Maui County Council 
200 South High Street 
Wailuku, Hawaii 96793 

Dear Councilmember Sugimura: 

APPROVED FOR TRANSMITTAL 

SUBJECT: COMMUNITY FACILITIES DISTRICTS (IT-38) 

Pursuant to your letter dated August 31, 2021 requesting for the Department of Finance to 
provide comments on the draft County of Maui Community Facilities District (CFD) Procedural 
Guidelines, please refer to the attached memo from our bond counsel, Katten, Muchin, Rosenman 
LLP dated May 28, 2021. Although many of the bond counsel's concerns were addressed in the 
recent draft CFD Procedural Guidelines, there are still some questions that remain unanswered. 
Based on the attached memo from Katten, it is still unclear as to what is the purpose of the CFD 
Procedural Guidelines since County has already adopted Ordinance No. 4947. 

Additionally, the Department of Finance recommends that the CFD Procedural Guidelines 
be reviewed as to form and legality. 

Should you have any questions, please feel free to contact me at extension no. 7474 or 
May-Anne Alibin, Deputy Director at extension no. 7475. 

Sincerely, 

VCOr K. TE 
Director of Finance 

SKT:maa 

Attachments 



Katten 
Memorandum 

To: 	Scott Teruya, Director 
May-Anne A. Alibin, Deputy Director 
County of Maui - Dept. of Finance 

FROM: 	Craig M. Scully 
Michael G. Meizer 

DATE: 	May 28, 2021 

SUBJECT: 	Maui CFD Policy 

Thank you for providing Policy Draft #2. It was difficult for us to ascertain the intent or 
purpose behind the Policy as it seems to largely, although imperfectly, overlap with Ordinance 
4947 (codified as Maui County Code Chapter 3.75) which itself appeared to be designed both to 
satisfy the State law requirements and to stand on its own. OF particular note, it doesn't appear as 
though the Policy contains a framework for 'pay-as-you-go' projects which would otherwise be 
permitted under State and County law. Please find some narrative thoughts on Draft #2 of the 
Policy below including, where applicable, descriptions of certain deviations within the Policy from 
the County Code and State law: 

Section III: 

§46-80.1(b) allows broad discretion in the amount and apportionment of the tax if the County 
Council determines that "the property to be subject to the special tax is improved or benefited by 
the special improvement". As such, we would recommend making the policy clear that the 
Applicant will need to demonstrate public benefit for each improvement rather than for the CFD 
as a whole. 

Section IV: 

In light of the forward-looking nature of the final determination in sub clause (A) we thought it 
might be better to add a 'reasonable anticipation' qualifier onto such determination. 

We thought it may be a good reminder to include a reference to other applicable law (namely I-IRS 
§46-80.1 and MCC Chapter 3.75) in sub clause (C). 
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Katten 
Section V: 

The reimbursement approach described in Article V is more restrictive than the applicable HRS or 
MCC sections require. In addition, it may be worth considering if the County would like to 
broaden these provisions to better accommodate "pay-as-you-go" projects or CFD projects 
organically initiated by County residents as opposed to large developer type entities. 

Section VIII: 

Lead in: This section is more restrictive than MCC §3.75.670 which allows for "as-is" valuation 
determinations (i.e. no appraisal) where the principal amount won't exceed 20% of the most recent 
assessed valuation, rather than allowing the most recent assessed valuation only for situations 
where it's impractical to get an audit based upon the number of property owners or parcels. 

Clause B: This reserve fund structure is only for tax-exempt bonds under the current Internal 
Revenue Code restrictions. If the County wanted to maintain maximum flexibility you could leave 
this open and if the law changed or if there were taxable bonds you could use a different approach 
for sizing the reserve. 

Clause I): Definition of "Cost of a special improvement" in MCC §3.75.010 contains a 2 year (24 
month) cap on capitalized interest. 

Section IX: 

The appraisal requirements of MCC §3.75.670 apply only when the principal amount will exceed 
115th  of the most recent "as-is" valuation; under the current MCC provisions an appraisal is not 
necessarily required at the establishment of the CFD. It would also be good to clarify that the 
appraisal fees will be paid by the Applicant and query if the reference in the second paragraph to 
the "construction lender" should instead refer to the Applicant. 

Section X: 

Both HRS §46-80.1 and MCC §3.75.350 contain specific disclosure requirements for lessees 
which should be added to this section. 

Section XI: 

Clause C: Should this be expanded/revised to better accommodate "pay-as-you-go" project costs? 

Clause D: How would this limitation work for a vacant parcel that is developed outside of the 
overall CFD plan and sees a substantial increased assessed value due to the new construction? 

Clause F: Should this provide a timeline? MCC §3.75.330 allows for up to 6 years. Would the 
County like to retain discretion for emergencies (such as the COVID-19 pandemic)? 
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Katten 
Section XII: 

Clause A: we would recommend changing "responsible for" to "whose special tax payments will 
support". 

Clause B: we would recommend striking "has not reached its planned development stage and that" 
which may be a bit more liberal than SEC Rule 15c2-12 would permit. 

Please let us know if you would like to discuss further or if we can help in any other way. 

149105766v1 	 3 



Council Chair 
Alice L. Lee 

Vice-Chair 
Keani N.W. Rawlins-Fernandez 

Director of Council Services 
Traci N. T. Fujita, Esq. 

Deputy Director of Council Services 
David M. Raatz, Jr., Esq. 

Presiding Officer Pro Tempore 
Tasha Kama 

Councilmeznbers 
Gabe Johnson 
Kelly Takaya King 
Michael J. Molina 
Tamara Paltin 
Shane M. Sinenci 
Yuki Lei K. Sugunura 

COUNTY COUNCIL 
COUNTY OF MAUI 

200 S. HIGH STREET 
WAILUKU, MAUI, HAWAII 96793 

www.MauiCpuntv us 

August 31, 2021 

 

Mr. Scott Teruya, Director 
Department of Finance 
County of Maui 
Wailuku, Hawaii 96793 

Dear Mr. Teruya: 

SUBJECT: COMMUNITY FACILITIES DISTRICTS (IT-38) 

May I please request your Department's comments on the attached draft 
County of Maui Community Facilities District Procedural Guidelines. The 
guidelines were presented at the Infrastructure and Transportation Committee 
meeting of August 19, 2021. 

May I further request your written response by September 14, 2021. To 
ensure efficient processing, please transmit your response to 
it.committeemauicounty.us  and include the relevant Committee item number 
in the subject line of your response. 

If you have any questions, please contact me or the Committee staff 
(Laksmi Abraham at ext. 7659, Lesley Milner at ext. 7886, or Clarita Balala at 
ext. 7668). 

Sincerely, 

YUKI LEI K. SUG MURA, Chair 
Infrastructure and Transportation 
Committee 
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County of Maui 

Community Facilities District ("CFD") 

PROCEDURAL GUIDELINES 

1. INTRODUCTION 

Section 46-80-1 of the Hawaii Revised Statutes (HR5) provides that a county may initiate proceedings to 

establish a community facilities district ("cFD'1). On December 24,2018, Ordinance 4947 (the "Ordinance") 

took effect, amending Title 3 of the Maui County Code ("MCC") authorizing the formation of CDs for 

certain types of special improvements identified under MCC Section 3.75.050. 

In furthering the goal of utilizing CFDs to benefit the County, property owners who may become subject 

to CFD special taxes and benefit from CFD Improvements, and the general public who may benefit from 

CFD improvements, the County Council wishes to adopt administrative policies and procedures (the 

"Guidelines') to guide it in considering whether and how to approve CFD formation, 

These Guidelines are subject to amendment by the County Council at any time. The Mayor will be 
provided an opportunity to provide comments and recommendations on any proposed amendment 

before adoption by the County Council in each circumstance, the decision as to whether the County will 

establish a CFD will be made solely by the County Council with approval by the Mayor. Nothing contained 
herein shall be construed as obligating the County to establish a CFD in any circumstance or as granting to 
any person any right to have the County establish a CFD in any circumstance. 

In each circumstance, the decision as to whether the County will establish a CFD under Chapter 3.75 will 

be made solely by the County. Nothing contained herein shall be construed as obligating the County to 

establish a CFD In any circumstance or as granting to any person any right to have the County establish a 

CFD in any circumstance. 

II. POLICIES AND PROCEDURES GENERALLY 

The County is committed to promoting the health and welfare of Its residents, responsible economic 

development including the promotion or retention of employment, resource and environmental 

preservation, development of public infrastructure, and the stabilization or increase of the tax base. 

Therefore, it Is the prerogative of the County to use CFDs to finance public infrastructure and public 
facilities ("Public Infrastructure") that will help facilitate the above objectives. 

Generally, the County will require that Public Infrastructure financing through a CFD provide a general 

public benefit, that a source to fund maintenance costs is identifiable and affordable, and that, absent 
findings of special circumstances, the essential Public Infrastructure does not increase the County's public 
liability risks beyond levels normally acceptable for public improvements. 

The procedures and standards set forth herein will apply generally to CFDs proposed by the County and 

those proposed by private property owners. However, the application process will differ for CFDs 
proposed by private property owners (as discussed herein). 



The County may also form a CFD on its own initiative for Public Infrastructure benefiting certain property 

owners or communities In the case of CFDs proposed by the County, the development and construction 

of the infrastructure financed by the CFD will be managed in the same manner to the same standards as 

all other County or State public infrastructure projects. The County may also consider the availability of 

County general funds to offset costs. 

Ill. APPLICATIONS; CONDITIONS; DEPOSITS 

No application, conditions or deposits will be required for County initiated CFDs. For CFDs proposed by 

developers or otherwise by groups of individual property owners, one or more of the owners of the 

property that directly benefits from the Public Infrastructure to be financed by the CFD will be required 

to complete an application in such form as the County may prescribe. Information provided in the 

application will be considered public information other than confidential financial disclosures. 

The application should indicate if the issuance of CFD bonds is proposed or if the CFD is being proposed 

to fund Public Infrastructure costs on a "pay as you go" basis. 

All County, legal and consultant costs incurred in the evaluation of any CFD application, or in the formation 

of a CFD or the issuance of CFD bonds, will, at the County's option, be paid by the property owners (the 

"Applicant"), which payment will be secured by an advance deposit with the County as provided for in 
MCC Chapter 3.75 that authorizes the creation of the CFD. The County will not be expected to incur any 

expenses for processing a CFD, and expenses riot chargeable to the CFD will be borne by the Applicant. In 
general, due to the complexity andspecialized professional and legal experience required to form a CFD, 

the deposit will not be less than $75,000, as required by the County. The deposit may be increased upon 

demand of the County if at any time the County determines that the remaining amount is not sufficient 

to cover anticipated remaining expenses and costs. If the additional amount is not paid withIn ten business 

days of the written demand by the County to the Applicant, the County will cease all activities with respect 

to the CFD financing until the additional amount is paid. The initial deposit and any additional amounts 
will be held by the County and used nly for the expenses and costs Incurred in connection with the CFD 
proceedings. Any balance of such deposit remaining upon completion of the CFD proceedings, or the 

abandonment thereof, and not needed to pay expenses and costs relating thereto, will be returned to the 

Applicant. If CFD bonds are issued the Applicant may be entitled to reimbursement of deposits from the 

proceeds of the bonds or special taxes. The use of the deposit shall in no way be construed as requiring 

the County to issue CFD bonds or to provide reimbursement from the proceeds thereof for portions of 
the deposit that are expended. 

The Applicant will also be required to prepare and submit a plan for the Public Infrastructure financed by 
the CFD to addresses administrative, operational and maintenance expenses not funded by the proposed 

CFD special taxes, unless otherwise agreed, including the source of funds or deposits proposed to fund 

administrative, operational and maintenance costs. The Applicant shall also prepare a statement of public 
benefit which shall identify the public benefit of each improvement proposed to be financed by the CFD. 

In connection with each CFD proposal, a public benefit requirement must be met by the Applicant to the 

satisfaction of the County. This public benefit requirement will be evaluated in terms of the benefits to 
the public that will be provided by the Public Infrastructure to be funded through the formation of the 
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CFD and Issuance of CFD bonds, if applicable. In view of the financial benefits to be realized by developers 
and owners of properties within the boundaries of the CFD, the County will require demonstration of 

meaningful types and levels of public benefits prior to the County taking action to proceed with CFD 

formation. Examples of public benefits include: 

A. Regional Benefits. 

Public infrastructure that provides regional benefits include those which serve and provide 
benefits to communities beyond the boundaries of the CFD, including but not limited to: the 

construction or improvement of regional roadways and transportation systems; shoreline 

improvements; flood control; the expansion or improvement of water and sewer facilities; and 

the construction or Improvement of other public facilities (such as police stations, fire stations, 
and public parks and recreational facilities). 

B. County Initiatives. 

The Public Infrastructure may provide public benefits by supporting Identified County initiatives, 

such as facilities necessary for the development of affordable housing projects (including projects 

to provide senior housing, low-to-moderate income housing or workforce housing) or for 
community revitalization. 

C. Environmental Benefits. 

The Public Infrastructure may also be considered as providing public benefits to the extent the 

CFD addresses environmental concerns. Examples include acquisition and preservation of 

wetlands (or other significant ecological habitats) and open space; provision of public access to 
coastal areas and recreational traits; shoreline restoration and construction of storm water 
facilities. 

I,. 

CFD funding for Public Infrastructure may have the effect of accelerating the completion of Public 
Infrastructure in comparison to other funding sources by making them available to the public 

sooner. 

The foregoing is not intended as an exhaustive listing of factors to be considered in determining 

whether Public Infrastructure funded by a proposed CFD will provide meaningful benefits to the 
public. 

IV. COUNTY STAFF REVIEW 

County Administration staff, overseen by the Managing Director and including other key County 

executives from finance, public works, planning and the Mayor's office, as applicable, will review each 

CFD application prior to any action taken by the County Council. CFD applications may also be reviewed 
by the County's outside legal and financial advisors. County staff shall produce a recommendation based 
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on reasonable assumptions and upon representation of the property owners. The recommendation shall 

contain the following: 

A. Confirmation that the information provided in the CFD application is sufficiently complete and 

that the County has no reason to believe that the Applicant and the underlying development 

project is financially unsound, whether or under what conditions the County or State is willing to 

accept the Public Infrastructure improvements into its system, that the County or State has funds 

or a plan to maintain the Public Infrastructure, and that the CFD special taxes and bonding would 

not be detrimental to property owners, the general public or the County. 

B. Identification and evaluation of the public benefits included in the proposed CFD. 

C. A review of relevant components of the proposed CFD formation as contained in FIRS 46-80-1 and 

MCC Chapter 3.75 C. 

V. PERFORMANCE OF WORK 

For CFDs proposed by Developer Applicants. A Developer Applicant may be required, pursuant to a 

funding and acquisition agreement (which details the terms and conditions of the County's or State's 

acquisition and acceptance of the Public Infrastructure) to finance and construct the Public Infrastructure 
with funds other than the proceeds of CFD bonds. Pursuant to the funding and acquisition agreement, 

CFD bonds will be sold and proceeds will used to acquire the Public Infrastructure upon completion and 
approval by the County or State for acceptance Into the County or State system. The developer applicant 

and the County and/or State, if applicable, will enter into an agreement at the time of CFD formation. The 

developer Applicant will need to manage the Public infrastructure construction to County or State 

standards. The requirement that the Applicant manage and fund the Public Infrastructure construction 

may be waived at the sole discretion of the County or State should non-Developer Applicants, such as 

individual property owners, are determined to not have the ability to manage or finance the construction 
of the CFD Public Infrastructure. In-circumstances where the Applicant is a non-Developer Applicant and 

is unable to manage the construction of the capital improvements or is deemed, at the sole discretion of 

the County or State if applicable, to be unable to manage the construction, the County or State may 

consider third party agreements or partnerships to manage and complete the Public Infrastructure 
improvement work. 

Public Infrastructure and/or fees to be financed will be dedicated and owned by the County or State, or 

be subject to an intergovernmental agreement with the State. Unless otherwise agreed, the County or 
State shall not be responsible for oversight, review, or other work with respect to improvements to be 
financed until such a time as the improvements are fully completed, reviewed and approved, and 

accepted into the County or State system as County or State property at the sole discretion of the County 
or State, whether a CFD has been formed or riot, and whether bonds have been issued or not. 

Each Applicant will be required to provide an indemnityto the County or State, if applicable, its members, 

officers, agents and employees for all costs, expenses and attorney fees, as well as any judgment or 

settlement costs arising out of the CFD formation, or in any of the documentation related thereto, as a 

result of the actions or information reasonably relied upon by the County or State provided by the 

Applicant. 
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The provision of this section will not apply to County initiated CFDs, The County has full discretion to Issue 

CFD bonds, use CFD bond proceeds to fund Infrastructure construction, and take any other action allowed 

under CFD law and Chapter 3.75 of the Maui County Code. 

VI. PRIORITIES FOR FINANCING 

The County will prioritize CFD-financed Public infrastructure and facilities as follows: 

A. Facilities and Public Infrastructure needed to serve approved development which is deficient in 

Public Infrastructure needed to accommodate the development or rehabilitation of the area as 

planned. 

B. Other facilities and Public Infrastructure for which there is a clearly demonstrated public benefit. 

C. Other facilities and Public Infrastructure to be owned and operated by the County or the State; 

and 

D. Other facilities and Public Infrastructure that are permitted by the Ordinance. 

The above listed priorities are not in order of preference and are instead a representative list of prioritized 

public facilities. The County may consider financing any other improvement authorized to be financed 

pursuant to the Ordinance if the County determines it will serve the public interest to do so. The specific 

list of financeable improvements, with a useful life of five years or longer, as outlined in MCC Section 

3.75.050 includes: 

1. Streets, roads, highways, bikeways, pedestrian mails, sidewalks, or alleyways, 

including grading, paving, or otherwise improving the foregoing. 

2. Public parking facilities. 

3. Lighting systems, including traffic signals, for any public right-of-way. 

4. Local park, recreation, child care, parkway, and open-space facilities. 

5. Libraries, museums, and other cultural facilities. 

6. The undergrounding of natural gas pipeline facilities, telephone lines, facilities for 

the transmission or distribution of electrical energy, cable television lines, and 

other utility facilities. The county may enter into an agreement with a public 

utility to utilize those facilities to provide a service and for the conveyance of 
those facilities to the public utility. If the facilities are conveyed to the public 

utility, the agreement may provide for a refund by the public utility to the district 
or improvement area thereof for the cost of the facilities. Any reimbursement 
made to the district shall be utilized to reduce the special tax levied within the 
district or improvement area or construct or acquire additional special 

improvements within the district or improvement area, as specified in the 
ordinance of formation. For the purposes of this subdivision only, a cable 

television company shall be deemed a public utility.' 
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7. Water systems. 

8. Police, criminal justice (Including jails), fire suppression (including fire stations), 
and paramedic facilities. 

9. Wastewater, storm drainage, sewage removal or treatment, solid waste disposal, 

and recycling or resource recovery systems or facilities. 

10. Transit or transportation systems. 

11. Telecommunications systems. 

12 	Shoreline restoration and beach nourishment projects. 

13. 	Any other facilities which the county is authorized by law to contribute revenue 

to or construct, own, maintain, or operate. 

The debt of a CFD may not have any material direct or indirect negative impacts on the debt financing 

capabilities or bond ratings of the County as reasonably determined by the County. In addition, the debt 

of a CFD may not impose an unreasonably high financial burden on future CFD residents. The County may 

consider debt burdens, and corresponding tax rates and levies, its decision on whether to approve the 
formation of a CFD. 

VII DEDICATION OF REAL PROPERTY 

Unless otherwise provided to the County or State pursuant to other requirements, prior to CFD financing 

and acquisition by the County or State of completed facilities, the County or State may require an 

independent environmental report or assessment of any real property which is proposed to be dedicated 

to or otherwise owned, leased or operated by the County or State. Additionally, the County or State may 

require an indemnity agreement with respect to all environmental law liability. 

VIII. CREDIT QUAUTY REQUIREMENTS FOR CFD BOND ISSUES 

The County will work with its advisors, consultants and underwriters to review each proposed project for 

financing through the County's use of the CFD ordinance to determine its credit quality and economic 

viability. The County will require that the credit quality of any CFD bond issue be such that the 

requirements of MCC Section 3.75.670 will, at a minimum, be met; provided, however, that the County 

will require that the appraised value of the real property, assuming the CFD financed Public Infrastructure 

is completed, that would be subject to the special tax to pay debt service on the bonds be at least three 
times the principal amount of the bonds to be sold or five times the principal amount of bonds based on 
the most recent County assessed valuation if an appraisal Is not practical given the number of property 
owners or number of parcels contained in the CFD. 

A. 	Entitlement and Development Status. 

The County will require that a Developer Applicant must obtain all environmental approvals, land 

use planning approvals, special permits (e.g., permits required by the Army Corps of Engineers, 



the State, other agencies), and approval by the County prior to the issuance of any CFD bonds. 

The Developer Applicant will be required to provide the County with information regarding all 

discretionary approvals that remain necessary for development of the Developer Applicant's 

project to proceed to the Applicant's planned development stage. 

B. Reserve Fund. 

In order to enhance the credit quality of bond issues, the County may require that each bond Issue 

be secured by a reserve fund funded in an amount no less than the least of (a) 10% of the original 

proceeds of the bond issue, (b) maximum annual debt service on the bonds of Issue, and (C) 125% 
of the average annual debt service on the bonds of such issue, unless such lower amounts shall 

be required to maintain the tax exemption on the bonds. if the properties subject to the CFD 
special taxes are developed and there are multiple land owners, a bond reserve fund based on a 

multiple of historical delinquency rates may be considered subject to review by County bond 

counsel and municipal advisor. If the bonds are not tax exempt a larger bond funded reserve fund 

may be contemplated. 

C. Credit Enhancement. 

If an Applicant fails to meet the credit criteria otherwise specified herein, the County may require 

credit enhancement to Increase the credit quality of a CFD bond issue, particularly where the 
value-to-lien ratio of a significant portion of the property in such CFD is less than three-to-one, 

Such credit enhancement will usually be in the form of an irrevocable bank letter of credit, will be 
required to be in an amount not less than two times the amount of annual special taxes levied on 

such undeveloped property and will be required to remain in effect or be renewed until such 
property is developed or the value thereof has otherwise be increased to be greater than three-

to-one or as otherwise required. Such letter of credit will generally be required to be issued or 

guaranteed by an entity, the long-term unsecured obligations of which are rated not less than "A" 

by Moody's Investors Service, Fitch or Standard & Poor's ratings service. 

D. i2witalized!,it. 

The amount of capitalized interest funded for an Issue of CFD bonds may not exceed two years or 
as otherwise required by federal tax law. 

E. Adaitional Measures. 

The County may require additional measures to increase the credit quality of any bonds Issued. 

Investor Suitability. 

Based upon the credit characteristic of the CFD Bonds, the County, in consultation with the 
County's municipal advisor, bond underwriter and legal counsel, shall determine if investment in 

the CFD Bonds should be restricted to qualified institutional buyers and accredited investors 
and/or sold in bond denominations greater than $5000. 



IX.PROPERTY APPRAISALS 

When the CFD is established as discussed herein, an appraisal will also be required in connection with the 

offering of CFD bonds unless otherwise waived at the sole discretion of the County based on the number 
of parcels or property owners involved. The appraisals will be performed by the independent appraiser 

retained by the County and funded by the property owners from the deposit agreement. Each appraisal 

will be prepared in compliance with applicable standards under the Uniform Standards of Professional 

Appraisal Practice developed by the Appraisal Foundation, and the Code of Professional Ethics and 

Standards of Professional Appraisal Practice developed by the Appraisal Institute. 

If an appraiser has been retained by a construction lender for the proposed Public Infrastructure 

improvements, the County may, but shall not be required to, accept that appraiser's report for purposes 

of the appraisal requirement. The definitions, standards and assumptions to be used in appraisals required 
in connection with the County's use of the Ordinance are as set forth 

A. An independent review appraiser and/or independent property absorption study may be 

required. 

B. The income discounted cash flow method is preferred but comparable sales method may be used 

whenever there is sufficient data available. 

C. The appraiser should assume the presence of the Public Infrastructure to be financed with the 
bonds. 

D. The special tax lien need not be computed as the present value of the future tax payments If there 

is a pre-payment mechanism or other more appropriate measure, except where necessary to 
make a meaningful comparable sale comparison; and 

E. The date of the value estimate must be cleai-ly Identified in the appraisal report. The period 

between the date of value contained in the appraisal (or, if applicable, the date of value contained 
in any update to such appraisal) and the date of the issuance of CFD bonds shall be no greater 
than three months. 

X. DISCLOSURE TO PROSPECTIVE PROPERTY PURCHASERS 

In order to ensure that prospective property purchasers who may purchase or lease property (pursuant 

to HRFS 46-80-1 and MCC 3.75.670) subject to a special tax lien are fully informed about their taxpaying 

obligations imposed under the CFD, the County will require disclosure to prospective property purchasers 

as contained in the Ordinance. The County reserves the right to require additional disclosure procedures 
in any particular case. 

In order to ensure that such prospective property purchasers are fully informed about their special tax 
obligations, the County will require that proper disclosure statements regarding such special tax 
obligations be made to prospective property purchasers. Such disclosure statements will be subject to 
approval by the County Managing Director or their designee and will Include the following information: 

a statement that the property being purchased is subject to a special CFD tax which is in addition 
to regular County property taxes, 
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• the maximum annual amount of the special tax, the number of years over which it will be levied 

and the permitted amount of annual increases. 

the prepayment provisions for the special tax. 

• if the property owner fails to pay the special tax, the County may foreclose on the property to 

collect the delinquent special tax; and 

• such other Information regarding the CFD and special tax as may be required by the County. 

XI. EQUITY OF SPECIAl. TAX FORMULAS AND MAXIMUM SPECIAL TAXES 

The County's criteria for evaluating the equity of tax allocation formulas, and the desirable and maximum 

amounts of special taxes to be levied against any parcel pursuant to the Ordinance, are set forth In this 
section. 

A. 	Reosonable Basis ojjApportionment. 

Special taxes must be allocated and apportioned on a reasonable basis to all categories and 
classes of property (other than exempt property) within the CFD that receive general or special 

benefit from the Public Infrastructure financed through the CFD. exemptions from the special tax 

may be given to parcels which are publicly owned unless such property is granted a leasehold or 
possessory interest to a non-governmental owner. 

3. 	Total Tax Burden. 

The total tax burden (that is, the maximum annual CFD special tax, together with ad valorem 

property taxes, special assessments, and any other taxes, fees and charges payable from and 

secured by the property) on any residential owner-occupied parcel In a CFD shall not exceed 2% 

of the expected assessed value of such parcel upon completion of the public and private 

improvements relating thereto unless otherwise approved by the County. 

C. 	Rate and Method of Apportionmun_t. 

The rate and method of apportionment for CEO special taxes must be structured so as to annually 
produce special tax revenues sufficient to pay (1) annual debt service on all authorized series of 

CFD bonds, (2) fund capital projects for "pay as you go" projects and (3) reasonable and necessary 

annual administrative expenses of the CFD. Additionally, the rate and method of apportionment 

may be structured so as to produce amounts sufficient to fund (1) any amounts required to 

establish or replenish any reserve fund established for a CFD bond issue, (2) the accumulation of 

funds reasonably required for future debt service on a CFD bond issue, (3) amounts equal to 
projected delinquencies in special tax payments, (4) remarketln& credit enhancement or liquidity 
fees, and (5) any other costs or payments permitted by law. 

The rate and method of apportionment must be structured such that the projected maximum 
special tax that could be levied in any year would produce special tax revenues at least equal to 
(1) 110% of projected annual debt service on all CFD bonds for such year, plus (2) projected 
reasonable and necessary administrative expenses of the CFD for such year. Generally, the rate 
and method of apportionment for CFD special taxes will be required to include a back-up tax so 



that changes in development within the CFD would not result in the inability to levy special taxes 

that would produce special tax revenues in such amounts. 

D. Increases in Special Tax. 

The annual increase, if any, in the maximum special tax for any residential parcel may not exceed 

2%. The increase In the special tax levied on any parcel as a consequence of delinquency or default 
by the owner on any other parcel may not exceed any maximum specified in the ordinance 

creating a CFD. 

E. Erfpavment of Special Thx. 

Generally, the special tax rate and method of apportionment for a CFD will be structured to allow 

the prepayment of special taxes by property owners. 

Foreclosure Covenants. 

CFD bonds shall provide for the judicial foreclosure of delinquent payments of special taxes. The 
ability to commence foreclosure shall be subsequent to notification to the property owner of a 

delinquency in a form prescribed by law. Any costs advanced by the County to collect special 

taxes, including any actions taken related to foreclosure, shall be reimbursed by the proceeds of 

the foreclosure sale or other legally available funds from the CFD. The timing of foreclosure action 

will be determined prior to the issuance of CFD bonds as the sole discretion of the County and as 

otherwise required to sell the CFD Bonds. 

XII. DISCLOSURE TO BONDHOLDERS 

A. Initial Disclosure. 

Each owner of property within a CFD whose special tax payments will support for more than 10% 

of the annual debt service on an issue of CFD bonds 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 County to comply with, satisfy any 

requirements of, or avoid any liability under, any applicable federal or state securities laws. 

B. Continuing Disclosure. 

Each owner of property within a CFD, and each subsequent owner of property therein, that is an 
"obligated person" for purposes of SEC Rule 15c2-12 will be required to provide such information, 

on an ongoing basis, as may be required by the underwriter of such bonds to satisfy the 

requirements imposed on the underwriter pursuant to Rule 15c2-12 promulgated under the 
Securities Exchange Act of 1934. 
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XIV. CONSULTANTS 

The selection of all consultants necessary for the formation of a CFD and the issuance of bonds, Including 

the appraiser, market absorption study analyst, special tax consultant, municipal advisor, bond counsel 

and underwriter, will be subject to final approval by the County. 

XV. MINIMUM STANDARDS; WAIVERS AND AMENDMENT 

The Guidelines set forth herein reflect the minimum standards under which the County or State will assist 
In the development of property through the use of the Ordinance. The County or State may, in its 

discretion, require additional measures and procedures, ehhned security and higher standards in 
particular cases. The County may, in limited and exceptional circumstances and to the extent permitted 

bylaw, in its discretion, waive any of the Guidelines set forth herein. 

The goals and Guidelines set forth herein may be amended at any time and from time to time by the 

County Council after receiving the Mayor's comments and recommendations on such amendment. 
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