Item 18

Staff Report

TO: Honorable Mayor and Members of the Town Council

FROM: Sean Rabé, Town Manager

DATE: May 10, 2022

RE: Participation in the California Municipal Finance Authority BOLD Program

Recommendation
Staff recommends the following three actions:

1. Receive information regarding the California Municipal Finance Authority (‘CMFA”) Bond
Opportunities for Land Development (“BOLD Program”)

2. Adopt a resolution Joining the CMFA as a member

3. Adopt a resolution Authorizing Use of CMFA’s BOLD Program

Issue Statement and Discussion

Town staff has been provided information regarding a program referred to as the “BOLD Program” for
financing infrastructure for new development within the Town through a program offered by the California
Municipal Finance Authority. This program is used by most other cities in Placer County, in Placer County
itself, and in most nearby communities, as a cost-effective way for municipalities to facilitate infrastructure
financing for new developments.

A key advantage for the Town is the turnkey nature of the program since the district formation, bond
issuance, and post-bond issuance requirements will be handled by CMFA. Implementation of the CMFA
program will not impact Town staff, since BOLD uses its own administrators to run the program. The Town
is not obligated to repay bonds issued by the CMFA, nor to pay assessments levied on the participating
properties. This greatly simplifies the process of issuing development bonds for the Town and shifts the
financial risk from the Town.

As Council knows, the Town requires developers to establish some sort of a financing mechanism to fund
ongoing maintenance of development projects. That mechanism has been a maintenance district in the
past, whereby the Town must take action each year to place a tax assessment on the properties of each
maintenance district. That assessment shows the Town as the taxing entity. If the Council approves the
BOLD program, we can use the BOLD program to place that tax assessment on the new development —
meaning that the taxing entity will be CMFA. The Town then receives the funding from CMFA, rather than
the County. This streamlines the process immensely for Staff.

For these two reasons, Staff strongly recommends Council adopt the two attached resolutions.

Background on CMFA. The Town would become a member of CMFA, a State-wide joint powers
authority (“JPA”) whose members are numerous public entities throughout California. The CMFA has the
authority to act on behalf of its members to provide a variety of services to its member public agencies,
including formation of community facilities districts and issuance of bonds to meet its mission of
supporting economic development, job creation and social programs throughout the State of California,
while giving back to California communities. By supporting member communities and their local charities
with a portion of the revenue generated through the issuance of tax-exempt bonds for public, private and
non-profit entities, the CMFA is able to directly contribute to building strong communities to support the
health and welfare of the residents of California.



Background on the BOLD Program. CMFA recognizes that new residential development often
challenges the mission of municipalities to provide infrastructure and schools, since new development
triggers the need to construct, acquire, or otherwise provide additional public facilities to accommodate
that growth. The BOLD Program offers a means to finance new or continuing construction of infrastructure
and public facilities through bonds the CMFA issues as an alternative to issuance of land-secured bonds
directly by a public entity. Similarly CMFA can facilitate the levy of special taxes for payment of increased
public service levels required by new development. The BOLD Program is designed to help local
government municipalities, schools and land developers throughout the State work together to cost
effectively finance public infrastructure projects, development fees and public services needed for and
attributable to new development.

Under the BOLD Program, bonds are issued by a community facilities district (“CFD”) formed by the CMFA
under the Mello-Roos Community Facilities Act of 1982 (California Government Code Section 53311 et
seq.) (the “Act”). The bonds are payable from special taxes to be levied on new development. The Act
offers great financing flexibility and is commonly used by cities, schools and other local agencies
throughout the State to generate funds for the payment of public facilities, including development fees for
facilities, and public services.

Financing Team. The BOLD Program is handled by a team of bond industry professionals with significant
experience in CFDs in the State. All have highly specialized expertise in CFD bond issuance and sales
and are consistently ranked among the top firms in the field. In addition, if the Town desires to use a
municipal advisor of its own choosing to review the BOLD Program application and/or other program
documents may do so, with all related costs payable from bond proceeds or developer deposits to CMFA.
Specifically, the BOLD Program utilizes Jones Hall for bond counsel, Goodwin Consulting Group, Inc. for
special tax consulting services, and Piper Sandler & Co. for underwriting services.

Benefits of BOLD Program to Local Governments. Although the CFD would be formed within the
Town’s jurisdiction, little involvement is required. The Town Council is only required to take a single action
to approve participation in the BOLD Program and CMFA thereafter works with staff to ensure the program
is meeting any goals the Town sets. The CMFA and its consultant team will form and approve each CFD,
the CMFA will issue bonds on behalf of the CFD and will utilize the services of a special tax consultant and
administrator to create the special tax formula and administer, levy, collect the special taxes. By working
directly with developers, the BOLD Program facilitates financing for infrastructure, fee and public services
obligations of developers, covering a broad range of development cost obligations necessary for new
development imposed by municipalities, including both facilities and services. Using the BOLD Program
alleviates staff time constraints and allows staff to focus on other aspects of processing land development
projects.

Determining Special Tax Rate. Formation of the CFD requires the establishment of the annual special
tax rates. The formula for computing special tax rates will be included in the resolutions to be adopted by
the CMFA Board as part of the CFD formation proceedings. Typically, the formula will include a basic,
undeveloped land tax with an increase in rate and shifting of the tax to developed lands at building permit
stage. The total amount of taxes on developed land generally will not exceed 2% of its market value in its
completed state, per industry standards.

CMFA’s BOLD policies are attached to this Staff report. By joining CMFA the Town will fall under CMFA’s
policies.

Bond Issuance. Bonds to finance facilities are issued through the CMFA, with little involvement from local
agencies needed for the issuance process. The Town will need to approve the use of a CFD to acquire
public facilities and the financing thereof, and enter into an acquisition or similar agreement to receive the
bond proceeds, and to meet the general requirements to maintain the tax exemption of interest on the
bonds. The CMFA adopts the resolutions needed to authorize and issue the special tax bonds and awards
the sale to the bond underwriter.

Use of Bond Proceeds. Once the bond issuance occurs, bond proceeds are available to be disbursed.
The proceeds are held by a bond trustee and are not directly paid to the developer but are available as
directed by the developer and approved by the local agency, to be used to meet obligations to the Town
according to the structure and timing required for development approvals. Pursuant to an acquisition



agreement or similar document, the Town will determine and agree to its role in inspecting and accepting
infrastructure and/or payment of financed impact fees.

Underwriting for Bond Issuance. The CFD may be formed early in the development process, with
issuance of bonds at a later time or in multiple series. Credit criteria will be reviewed by the underwriting
team on a case-by-case basis to assure reasonable interest rates at the time of issuance. Additionally,
similar credits can be pooled together into a single bond issue with pooling flexibility assuring the most
cost-effective bond issuance for each project.

Administration of the Bonds and the CFD. Administration of all aspects of the BOLD Program is handled
by the CMFA, without cost to or burden on the Town. Federal regulations require annual disclosures to
bond investors of information related to the bonds and the development project. BOLD Program
administrators will handle this continuing disclosure reporting in consultation with developers. Special taxes
collected for public services are forwarded to the member entity as received from the County.

Giving Back to Local Communities. The CMFA shares a portion of its issuance fees directly with its
member communities. In addition, a grant from a portion of the issuance fee is made to the California
Foundation for Stronger Communities (“CFSC”) to fund charities designated by the member communities.
A portion of the annual fees received by the CMFA are in turn directed to charitable activities within
California communities, particularly those of members and participating local government agencies. This
uniqgue commitment to give back directly to the communities in which they operate sets CMFA apart from
other JPA conduit issuers.

Information for Bond Marketing. Tax-exempt municipal bonds are sold through an offering document
known as an Official Statement, which describes to potential purchasers of the bonds the terms, security
and repayment of the bonds and details about the property securing the bonds. Since, prior to home sales,
the land is owned by the developer entity(ies), relevant information for the Official Statement needs to
describe the developer and the development plan. The financing team will work with the developer to
provide the required information and approve the final language to be provided to prospective bond buyers.

Disclosure of Special Tax to Home Buyers. California law requires developers to disclose to home
buyers the lien of any CFD special tax which will be present on the purchased property. The form of
disclosure is simple and becomes part of the various sale documents presented to buyers for signature
prior to a home sale.

Conclusion and Recommendation

The BOLD program is a cost-effective and relevant form of land secured financing, and the more cost
effective a bond financing is, the greater overall public benefit there is, as more bond proceeds are
available for the acquisition of public infrastructure, and the end property owner (homeowner) is able to
take advantage of the benefit of long-term financing of certain elements of the home’s cost. Similarly, the
BOLD program provides a vehicle for development to meet its obligation to pay its own way for additional
public services needed as a result of new development. Utilization of the BOLD Program is a partial
solution to the significant understaffing, deficiencies and inefficiencies the Town may experience as it
attempts to balance the workload of a multiplicity of large land development projects and other staffing
obligations.

The development community has expressed a desire for the Town to adopt and implement the BOLD
Program and it is an offering of CMFA that the Town, as a member of CMFA is entitled to utilize. Itis
recommended that the Town hold a public hearing on the BOLD Program, adopt a resolution joining
CMFA as a member, and adopt a resolution authorizing the BOLD Program within the Town'’s
boundaries.

CEQA Requirements

There are no CEQA implications associated with the recommended action.

Financial and/or Policy Implications
None. There is no cost or liability for the Town to join CMFA as a member. In addition, all of the costs

and expenses related to the formation, issuance of bonds and ongoing administration for any CFD
formed by the BOLD program is the responsibility of CMFA and there is no liability or fiscal impact on the
local agency.



Attachments

A. Resolution Approving, Authorizing, and Directing Execution of a Joint Exercise of Powers
Agreement Relating to the California Municipal Finance Authority

B. CMFA Joint Powers Agreement Form

C. Resolution Authorizing Use of the Bond Opportunities for Land Development (“Bold”) Program
and Authorizing the California Municipal Finance Authority to Accept Applications from
Property Owners, Conduct Proceedings and Levy Special Taxes Within the Territory of Town
of Loomis Pursuant to the Mello-Roos Community Facilities Act of 1982, as amended; and
Authorizing Related Actions

D. CMFA Goals and Policies



Item 8 Attachment A

TOWN OF LOOMIS

RESOLUTION NO. 22- XX

RESOLUTION APPROVING, AUTHORIZING, AND DIRECTING
EXECUTION OF A JOINT EXERCISE OF POWERS AGREEMENT
RELATING TO THE CALIFORNIA MUNICIPAL FINANCE AUTHORITY

WHEREAS, pursuant to Chapter 5 of Division 7 of Title 1 of the Government Code of the
State of California (the “Act”), certain public agencies (the “Members”) have entered into a Joint
Exercise of Powers Agreement Relating to the California Municipal Finance Authority, dated as
of January 1, 2004 (the “Agreement”) in order to form the California Municipal Finance Authority
(the “Authority”), for the purpose of promoting economic, cultural and community development
and in order to exercise any powers common to the Members, including the issuance of bonds,
notes or other evidences of indebtedness; and

WHEREAS, the Town of Loomis (the “Town”), has determined that it is in the public
interest and for the public benefit that the Town become a Member of the Authority in order to
facilitate the promotion of economic, cultural and community development activities in the Town,
including the financing of projects and public services by the Authority; and

WHEREAS, there is now before this Town Council the form of the Agreement; and

WHEREAS, the Agreement has been filed with the Town, and the members of the Town
Council, with the assistance of its staff, have reviewed said document;

NOW, THEREFORE, BE IT RESOLVED BY THE TOWN COUNCIL OF THE TOWN OF
LOOMIS AS FOLLOWS:

Section 1. The Agreement is hereby approved and the Mayor or the designee
thereof is hereby authorized and directed to execute said document, and the Mayor or the
designee thereof is hereby authorized and directed to attest thereto.

Section 2. The executing officers(s), the Town Manager and all other proper officers
and officials of the Town are hereby authorized and directed to execute such other agreements,
documents and certificates, and to perform such other acts and deeds, as may be necessary or
convenient to effect the purposes of this Resolution and the transactions herein authorized.

Section 3. The Town shall forward a certified copy of this Resolution and an
originally executed Agreement to the Authority in care of its counsel:

Ronald E. Lee, Esq.

Jones Hall, APLC

475 Sansome Street, Suite 1700
San Francisco, CA 94111

Section 4. This Resolution shall take effect immediately upon its passage.



ADOPTED by the Town Council of the Town of Loomis at a regular meeting of said
Town Council held on the day of , 2022, by the following vote:

AYES:
NOES:
ABSTAIN:
ABSENT:

Mayor

ATTEST:

Deputy Town Clerk



Item 18 Attachment B

JOINT EXERCISE OF POWERS AGREEMENT
RELATING TO THE CALIFORNIA MUNICIPAL FINANCE AUTHORITY

THIS AGREEMENT, dated as of January 1, 2004, among the parties executing this
Agreement (all such parties, except those which have withdrawn as provided herein, are referred
to as the “Members” and those parties initially executing this Agreement are referred to as the
“Initial Members”):

WITNESSETH

WHEREAS, pursuant to Title 1, Division 7, Chapter 5 of the California Government
Code (in effect as of the date hereof and as the same may from time to time be amended or
supplemented, the “Joint Exercise of Powers Act”), two or more public agencies may by
agreement jointly exercise any power common to the contracting parties; and

WHEREAS, each of the Members is a “public agency” as that term is defined in Section
6500 of the Joint Exercise of Powers Act; and

WHEREAS, each of the Members is empowered by law to promote economic, cultural
and community development, including, without limitation, the promotion of opportunities for
the creation or retention of employment, the stimulation of economic activity, the increase of the
tax base, and the promotion of opportunities for education, cultural improvement and public
health, safety and general welfare; and

WHEREAS, each of the Members may accomplish the purposes and objectives described
in the preceding preamble by various means, including through making grants, loans or
providing other financial assistance to governmental and nonprofit organizations; and

WHEREAS, each Member is also empowered by law to acquire and dispose of real
property for a public purpose; and

WHEREAS, the Joint Exercise of Powers Act authorizes the Members to create a joint
exercise of powers entity with the authority to exercise any powers common to the Members, as
specified in this Agreement and to exercise the additional powers granted to it in the Joint
Exercise of Powers Act and any other applicable provisions of the laws of the State of California;
and

WHEREAS, a public entity established pursuant to the Joint Exercise of Powers Act is
empowered to issue or execute bonds, notes, commercial paper or any other evidences of
indebtedness, including leases or installment sale agreements or certificates of participation
therein (herein “Bonds”), and to otherwise undertake financing programs under the Joint
Exercise of Powers Act or other applicable provisions of the laws of the State of California to
accomplish its public purposes; and



WHEREAS, the Members have determined to specifically authorize a public entity
authorized pursuant to the Joint Exercise of Powers Act to issue Bonds pursuant to the Joint
Exercise of Powers Act or other applicable provisions of the laws of the State of California; and

WHEREAS, it is the desire of the Members to use a public entity established pursuant to
the Joint Exercise of Powers Act to undertake the financing and/or refinancing of projects of any
nature, including, but not limited to, capital or working capital projects, insurance, liability or
retirement programs or facilitating Members use of existing or new financial instruments and
mechanisms; and

WHEREAS, it is further the intention of the Members that the projects undertaken will
result in significant public benefits to the inhabitants of the jurisdictions of the Members; and

WHEREAS, by this Agreement, each Member desires to create and establish the
“California Municipal Finance Authority” for the purposes set forth herein and to exercise the
powers provided herein;

NOW, THEREFORE, the Members, for and in consideration of the mutual promises and
agreements herein contained, do agree as follows:

Section 1. Purpose.

This Agreement is made pursuant to the provisions of the Joint Exercise of Powers Act.
The purpose of this Agreement is to establish a public entity for the joint exercise of powers
common to the Members and for the exercise of additional powers given to a joint powers entity
under the Joint Powers Act or any other applicable law, including, but not limited to, the
issuance of Bonds for any purpose or activity permitted under the Joint Exercise of Powers Act
or any other applicable law. Such purpose will be accomplished and said power exercised in the
manner hereinafter set forth.

Section 2. Term.

This Agreement shall become effective in accordance with Section 17 as of the date
hereof and shall continue in full force and effect until such time as it is terminated in writing by
all the Members; provided, however, that this Agreement shall not terminate or be terminated
until all Bonds issued or caused to be issued by the Authority (defined below) shall no longer be
outstanding under the terms of the indenture, trust agreement or other instrument pursuant to
which such Bonds are issued, or unless a successor to the Authority assumes all of the
Authority’s debts, liabilities and obligations.

Section 3. Authority.
A. CREATION AND POWERS OF AUTHORITY.

Pursuant to the Joint Exercise of Powers Act, there is hereby created a public
entity to be known as the “California Municipal Finance Authority” (the “Authority”),
and said Authority shall be a public entity separate and apart from the Members. Its



debts, liabilities and obligations do not constitute debts, liabilities or obligations of any
Members.

B. BOARD.

The Authority shall be administered by the Board of Directors (the “Board,” or
the “Directors” and each a “Director”) of the California Foundation for Stronger
Communities, a nonprofit public benefit corporation organized under the laws of the
State of California (the “Foundation”), with each such Director serving in his or her
individual capacity as a Director of the Board. The Board shall be the administering
agency of this Agreement and, as such, shall be vested with the powers set forth herein,
and shall administer this Agreement in accordance with the purposes and functions
provided herein. The number of Directors, the appointment of Directors, alternates and
successors, their respective terms of office, and all other provisions relating to the
qualification and office of the Directors shall be as provided in the Articles and Bylaws
of the Foundation, or by resolution of the Board adopted in accordance with the Bylaws
of the Foundation.

All references in this Agreement to any Director shall be deemed to refer to and
include the applicable alternate Director, if any, when so acting in place of a regularly
appointed Director.

Directors may receive reasonable compensation for serving as such, and shall be
entitled to reimbursement for any expenses actually incurred in connection with serving
as a Director, if the Board shall determine that such expenses shall be reimbursed and
there are unencumbered funds available for such purpose.

The Foundation may be removed as administering agent hereunder and replaced
at any time by amendment of this Agreement approved as provided in Section 16;
provided that a successor administering agent of this Agreement has been appointed and
accepted its duties and responsibilities under this Agreement.

C. OFFICERS; DUTIES; OFFICIAL BONDS.

The officers of the Authority shall be the Chair, Vice-Chair, Secretary and
Treasurer (defined below). The Board, in its capacity as administering agent of this
Agreement, shall elect a Chair, a Vice-Chair, and a Secretary of the Authority from
among Directors to serve until such officer is re-elected or a successor to such office is
elected by the Board. The Board shall appoint one or more of its officers or employees to
serve as treasurer, auditor, and controller of the Authority (the “Treasurer”) pursuant to
Section 6505.6 of the Joint Exercise of Powers Act to serve until such officer is re-elected
or a successor to such office is elected by the Board.

Subject to the applicable provisions of any resolution, indenture, trust agreement
or other instrument or proceeding authorizing or securing Bonds (each such resolution,
indenture, trust agreement, instrument and proceeding being herein referred to as an
“Indenture”) providing for a trustee or other fiscal agent, and except as may otherwise be



specified by resolution of the Board, the Treasurer is designated as the depositary of the
Authority to have custody of all money of the Authority, from whatever source derived
and shall have the powers, duties and responsibilities specified in Sections 6505, 6505.5
and 6509.5 of the Joint Exercise of Powers Act.

The Treasurer of the Authority is designated as the public officer or person who
has charge of, handles, or has access to any property of the Authority, and such officer
shall file an official bond with the Secretary of the Authority in the amount specified by
resolution of the Board but in no event less than $1,000.

The Board shall have the power to appoint such other officers and employees as it
may deem necessary and to retain independent counsel, consultants and accountants.

The Board shall have the power, by resolution, to the extent permitted by the Joint
Exercise of Power Act or any other applicable law, to delegate any of its functions to one
or more of the Directors or officers, employees or agents of the Authority and to cause
any of said Directors, officers, employees or agents to take any actions and execute any
documents or instruments for and in the name and on behalf of the Board or the
Authority.

D. MEETINGS OF THE BOARD.

1) Ralph M. Brown Act.

All meetings of the Board, including, without limitation, regular,
adjourned regular, special, and adjourned special meetings shall be called,
noticed, held and conducted in accordance with the provisions of the
Ralph M. Brown Act (commencing with Section 54950 of the
Government Code of the State of California), or any successor legislation
hereinafter enacted (the “Brown Act”).

(2 Regular Meetings.

The Board shall provide for its regular meetings; provided,
however, it shall hold at least one regular meeting each year. The date,
hour and place of the holding of the regular meetings shall be fixed by
resolution of the Board. To the extent permitted by the Brown Act, such
meetings may be held by telephone conference.

3 Special Meetings.

Special meetings of the Board may be called in accordance with
the provisions of Section 54956 of the Government Code of the State of
California. To the extent permitted by the Brown Act, such meetings may
be held by telephone conference.



4) Minutes.

The Secretary of the Authority shall cause to be kept minutes of
the regular, adjourned regular, special, and adjourned special meetings of
the Board and shall, as soon as possible after each meeting, cause a copy
of the minutes to be forwarded to each Director.

(5) Quorum.

A majority of the Board shall constitute a quorum for the
transaction of business. No action may be taken by the Board except upon
the affirmative vote of a majority of the Directors constituting a quorum,
except that less than a quorum may adjourn a meeting to another time and
place.

E. RULES AND REGULATIONS.

The Authority may adopt, from time to time, by resolution of the Board such rules
and regulations for the conduct of its meetings and affairs as may be required.

Section 4. Powers.

The Authority shall have the power, in its own name, to exercise the common powers of
the Members and to exercise all additional powers given to a joint powers entity under any of the
laws of the State of California, including, but not limited to, the Joint Exercise of Powers Act, for
any purpose authorized under this Agreement. Such powers shall include the common powers
specified in this Agreement and may be exercised in the manner and according to the method
provided in this Agreement. The Authority is hereby authorized to do all acts necessary for the
exercise of such power, including, but not limited to, any of all of the following: to make and
enter into contracts; to employ agents and employees; to acquire, construct, provide for
maintenance and operation of, or maintain and operate, any buildings, works or improvements;
to acquire, hold or dispose of property wherever located; to incur debts, liabilities or obligations;
to receive gifts, contributions and donations of property, funds, services, and other forms of
assistance from person, firms, corporations and any governmental entity; to sue and be sued in its
own name; to make grants, loans or provide other financial assistance to governmental and
nonprofit organizations (e.g., the Members or the Foundation) to accomplish any of its purposes;
and generally to do any and all things necessary or convenient to accomplish its purposes.

Without limiting the generality of the foregoing, the Authority may issue or cause to be
issued Bonds, and pledge any property or revenues as security to the extent permitted under the
Joint Exercise of Powers Act, or any other applicable provision of law; provided, however, the
Authority shall not issue Bonds with respect to any project located in the jurisdiction of one or
more Members unless the governing body of any such Member, or its duly authorized
representative, shall approve, conditionally or unconditionally, the project, including the issuance
of Bonds therefor. Such approval may be evidenced by resolution, certificate, order, report or
such other means of written approval of such project as may be selected by the Member (or its
authorized representative) whose approval is required. No such approval shall be required in



connection with Bonds that refund Bonds previously issued by the Authority and approved by
the governing board of a Member.

The manner in which the Authority shall exercise its powers and perform its duties is and
shall be subject to the restrictions upon the manner in which a California general law city could
exercise such powers and perform such duties. The manner in which the Authority shall exercise
its powers and perform its duties shall not be subject to any restrictions applicable to the manner
in which any other public agency could exercise such powers or perform such duties, whether
such agency is a party to this Agreement or not.

Section 5. Fiscal Year.

For the purposes of this Agreement, the term “Fiscal Year” shall mean the fiscal year as
established from time to time by resolution of the Board, being, at the date of this Agreement, the
period from July 1 to and including the following June 30, except for the first Fiscal Year which
shall be the period from the date of this Agreement to June 30, 2004.

Section 6. Disposition of Assets.

At the end of the term hereof or upon the earlier termination of this Agreement as set
forth in Section 2, after payment of all expenses and liabilities of the Authority, all property of
the Authority both real and personal shall automatically vest in the Members in the manner and
amount determined by the Board in its sole discretion and shall thereafter remain the sole
property of the Members; provided, however, that any surplus money on hand shall be returned
in proportion to the contributions made by the Members.

Section 7. Bonds.

From time to time the Authority shall issue Bonds, in one or more series, for the purpose
of exercising its powers and raising the funds necessary to carry out its purposes under this
Agreement.

The services of bond counsel, financing consultants and other consultants and advisors
working on the projects and/or their financing shall be used by the Authority. The expenses of
the Board shall be paid from the proceeds of the Bonds or any other unencumbered funds of the
Authority available for such purpose.

Section 8. Bonds Only Limited and Special Obligations of Authority.

The Bonds, together with the interest and premium, if any, thereon, shall not be deemed
to constitute a debt of any Member or pledge of the faith and credit of the Members or the
Authority. The Bonds shall be only special obligations of the Authority, and the Authority shall
under no circumstances be obligated to pay the Bonds except from revenues and other funds
pledged therefor. Neither the Members nor the Authority shall be obligated to pay the principal
of, premium, if any, or interest on the Bonds, or other costs incidental thereto, except from the
revenues and funds pledged therefor, and neither the faith and credit nor the taxing power of the
Members nor the faith and credit of the Authority shall be pledged to the payment of the



principal of, premium, if any, or interest on the Bonds nor shall the Members or the Authority in
any manner be obligated to make any appropriation for such payment.

No covenant or agreement contained in any Bond or related document shall be deemed to
be a covenant or agreement of any Director, or any officer, employee or agent of the Authority in
his or her individual capacity and neither the Board of the Authority nor any Director or officer
thereof executing the Bonds shall be liable personally on any Bond or be subject to any personal
liability or accountability by reason of the issuance of any Bonds.

Section 9. Accounts and Reports.

All funds of the Authority shall be strictly accounted for. The Authority shall establish
and maintain such funds and accounts as may be required by good accounting practice and by
any provision of any Indenture (to the extent such duties are not assigned to a trustee of Bonds).
The books and records of the Authority shall be open to inspection at all reasonable times by
each Member.

The Treasurer of the Authority shall cause an independent audit to be made of the books
of accounts and financial records of the Authority by a certified public accountant or public
accountant in compliance with the provisions of Section 6505 of the Joint Exercise of Powers
Act. In each case the minimum requirements of the audit shall be those prescribed by the State
Controller for special districts under Secti