November 22, 2002

Honorable Mayor and Members of City Council Meeting of
the Hermosa Beach City Council November 26, 2002
ADOPTION OF RESOLUTION NO. 02- APPROVING AMENDMENT NO. 3

TO THE INDEPENDENT CITIES LEASE FINANCE AUTHORITY (ICLFA)
JOINT POWERS AGREEMENT

Recommendation:

It is recommended that the City Council adopt Resolution No 02- approving
Amendment No. 3 to the ICLFA Joint Powers Agreement. The amendment enables
ICLFA to issue tax-exempt revenue bonds for the purpose of funding the purchase of
mobile home parks and possibly multi-family renta housing.

Background:

ICLFA was created to allow cities to achieve cost effective funding through “pooled”
financing. ICLFA origindly provided funding to cities for equipment and capita

projects through pooled issuance of bonds and certificates of participation (COPs). The
ICLFA agreement was amended subsequently to dlow funding of home mortgages
(meeting certain income and property vaue limitations) though the issuance of bonds.
The purchase of our greenbelt was financed through an ICLFA pooled COP issue.

Analyss:

Amendment of the ICLFA Joint Powers Agreement requires gpprova from 2/3 of
member-city City Councils. Hermosa Beach is one of the eeven member-cities. (There
are 43 other associate city members, who do not have voting rights)) Approva of the
amendment allows other citiesto participate in the program, whether or not Hermosa
Beach chooses to use the program.

A question and answer memo from ICLFA staff, which provides more detailed
information about ICLFA and the program, is attached.

Respectfully submitted, NOTED:

Viki Copeland Stephen R. Burrell
Finance Director City Manager



DATE: November 11, 2002

TO Honor abl e Sam Edgerton (I CLFA Del egat e)
Vi ki Copel and, Finance Director (ICLFA Alternate)

FROM David Smith, |CLFA Program Adm ni strator

SUBJECT: Anmendrment No. 3 To the ICLFA Joint Powers Agreenment Questions &
Answer s

Several City staff mnbers who are preparing Gty Council agenda reports
relating to Arendnent No. 3 to the Independent Cities Lease Finance Authority
(I CLFA) Joint Powers Agreenent have asked the follow ng questions. President
McCormick directed staff to distribute all of the questions and answers
thereto to each of the voting nenber cities for use in preparing staff
reports for city council approval of the resolution relating to Anendment No.
3.

Q. WHAT DCES AMENDMENT NO. 3 TO THE | CLFA JO NT POVNERS AGREEMENT DO?

A. Anendnent No. 3 enables ICLFA to issue tax exenpt revenue bonds for
t he purpose of funding the purchase of nobil ehone parks and possibly
multi-famly rental housing by its non-profit partners.

| CLFA was previously enabled by the Joint Powers Agreenent to fund
| eases through the issuance of bonds and by a subsequent amendment to
the Joint Powers Agreenent to fund hone nortgages through the issuance
of bonds.

Q. WLL I CLFA | SSUE A PREDETERM NED AMOUNT OF REVENUE BONDS AND HOPE THE
FUNDS ARE USED — A POCLI NG CONCEPT?

A. No. In nost cases, each purchase will involve a separate issue
There is a possibility that if the purchase of tw properties
concluded at the same time that one issue would be used to fund the
two purchases. There wll, however, be no “blind pool” and thus no
unused bond funds.
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WLL I CLFA AND I TS MEMBER CI TI ES HAVE FI NANCI AL LI ABI LI TY?

No. Neither ICLFA nor its nenber cities will have any liability for
repaynment of the bond funds. The bonds are supported by the non-profit’s
revenues and, as such, are revenue bonds. |In oversinplified lay terns,
there are sonme risks in purchasing revenue bonds as an investnent, just
as there are risks in any other investnent (see |ICLFA General Legal
Counsel [Burke, WIlliams & Sorensen] opinion letter re liability dated
COct ober 23, 2002). A disclosure docunent, required by law, will provide
all necessary information to purchasers of the revenue bonds.

W LL EACH SEPARATE BOND | SSUE REQUI RE THE APPROVAL OF | CLFA?

Yes. There will be a conplete set of docunments prepared, including an
issuer’s letter on every issue. ICLFAwll take an action on each issue.

WLL THERE BE A CAP ON THE AMOUNT OF REVENUE BONDS | SSUED?

No. It is the intent of ICLFA to issue revenue bonds in an anount
necessary to cover the purchase of each project. For exanple, if |ICLFA
had been a partner of M| ennium Housing Corporation (the current |CLFA
non-profit partner) over the last year approximately $40 mllion of
nobi | ehonme park fundi ng coul d have been provided. The M| enni um Housi ng
Cor poration purchases ranged between $4 million and $16 m | li on.

When I CLFA was providing |lease funds to cities through the "“ELVIS
program for equi pment purchases and capital projects funding in an anount
adequate to cover the demand was nade available. \Wen | CLFA provided
funds for honme nortgages through the *“FreshRate” program the sane
princi pal was followed.

VWHAT ARE THE AFFORDABLE HOUSI NG REQUI REMENTS ASSCCIATED WTH THE
ANTI CI PATED PROGRAM?

Wil e every deal will be unique, depending on the circunstances and | eve
of city participation, if any, the regulations are generally as foll ows:

Wth regard to the affordability of a nobilehonme park, 20% of park
residents nust be low income in order for the deal to qualify for the
i ssuance of Tax- Exenpt Bonds. “Low inconme” is defined as 50% of the area
medi an i ncome by househol d size, which is provided annually by HUD. In
addition to the income requirenents, 50% of the lowincome units wll
also carry a rent restriction, which considers the total housing cost
(i.e., both space rent and nortgage or rental cost of nobilehone). In
sonme cases, depending on city participation, other restrictions will be
appl i cabl e.

VWHAT ARE THE SPECI FI CS OF THE FI RST | CLFA REVENUE BOND | SSUE RELATI NG TO
MOBI LEHOVE PARK PURCHASES?



There is no deal on the table because | CLFA cannot issue any bonds until
Amendnment No. 3 is approved by two-thirds of the nenber city city
counci | s. | CLFA has, however, entered into an agreenent with a non-
profit (MIlennium Housing Corporation) to fund the purchase of
mobi | ehone parks if and when the amendnment is approved.

There are, however, many simlar bond issues in place, all of which have
previously been reviewed and approved by cities. Typically, the |ICLFA
issues will be simlar to those deals.

VWHY SHOULD | CLFA MEMBER CI TI ES PROVI DE A PROGRAM THAT W LL NOT BENEFI T
EVERY EXI STI NG MEMBER?

California is facing a major housing crisis. The provision of affordable
housing will require innovative strategies and techniques. For severa
years, |CLFA has focused on regional housing prograns through the Banc
One “FreshRate” program and now the | CLFA/ California Rural Hone Mrtgage
Fi nance Authority (Cal Rural) partnership.

In that regard, it has been clearly denonstrated that the purchase of
nobi | ehone parks by non-profits nearly always results in: the creation
and mai nt enance of an excell ent nmanagenent structure; provides inproved
operations, maintenance and housing units; l|locks in affordable housing
rental rates for the termof the financing; and gives cities credit for
provi ding affordable housing. In addition, in alnost all cases, tenant/
| andl ord di sputes and controversies are virtually elim nated.

Anendnent No. 3 will allow I CLFA to provide nenber and associ ate nenber
cities with a tool to expand affordable housing working together on a
regi onal basis rather than having to structure progranms and issue bonds
individually. Al previous |ICLFA prograns were conceived and operated
based on the sane phil osophy.

Wiile ICLFA and its nenber cities cannot solve the State's housing
probl ems, the Authority can hel p.

WLL G TIES THAT ARE NOT CURRENTLY A MEMBER OR ASSCOCI ATE MEMBER OF | CLFA
BE ALLOVNED TO PARTI Cl PATE?

Yes, after becom ng an associate nenber. They will then also be able to
participate in | CLFA's other prograns. |CLFA has expanded over the years
from eight cities to fifty-four cities because of the value of the
programns provided.

WHAT HAS | CLFA DONE SI NCE | TS | NCEPTI ON?

Begi nning in 1988, |CLFA provided funding to cities for equipnment and
capital projects. The funds were provided through a pooling program by
i ssuing approximately $50 million of tax exenpt |ease revenue bonds and
tax exenpt certificates of participation. The cities borrow ng the funds
and ultimately the letter-of-credit bank assuned all liability for the
funds. |ICLFA and its nmenber cities had no liability unless a city was a



direct participant, in which case the city was liable for the funds it
bor r owed.

In 1998 and 1999, after approval of an anmendnent to the Joint Powers
Agreenent, | CLFA provided funding for hone nortgages through the issuance
of $115 mllion of taxable single famly nortgage revenue bonds.
Liability for the bond funds was assunmed by GNVA

At this time, through a partnership with Cal Rural, |CLFA provides hone
nort gages, including 6% of down paynment and closing costs, to qualified
i ndi vidual s to purchase hones. The issuer in this programis Cal Rural

Bet ween March 15, 2002 and Cctober 15, 2002 the ICLFA partnership with

Cal Rural has allowed 200 famlies to own homes. [ICLFA is indemified
from any and all financial liability relating to the |ICLFA Cal Rural
pr ogr ans.

VWHO BELONGS TO | CLFA?

| CLFA has el even full nmenbers who nake all policy decisions relating to
the Authority. |In addition, there are forty-three associate nenbers who
participate in the prograns, provide input on all matters, but do not
have a vote (see ICLFA letterhead for a listing of nenber cities).

VWHEN W LL AMENDMENT NO. 3 TO THE JO NT PONERS AGREEMENT BE EFFECTI VE?

The anmendnent w il be effective after two-thirds of the el even nenber
city city councils approve it. If the amendnent is not approved, the
program proposed by the I CLFA Board will not be inplenented.

WHO CREATED | CLFA?

| CLFA was created by the cities of Baldwi n Park, Conpton, El Segundo
Hawt horne, Huntington Park, Indio, Lynwod and Manhattan Beach, with
I ndependent Cities Association sponsorship and staffing. A cadre of
el ected officials, city managers, finance directors and city attorneys
fromthe noted cities spearheaded the organi zational efforts. The purpose
for creating the Authority was to provide cities with a vehicle that
could provide prograns to multiple cities on a cost effective basis.
| CLFA has been successful in the past and will continue to be successful
Over the years, menbership in the Authority has been expanded to the
current level of fifty-four nenbers due to the effectiveness and
efficiency of the joint powers concept. Each time a city is added a city
council takes an affirmative action based on a staff recomendati on and
city attorney review



I f

IS I'T I MPORTANT THAT THE APPROVAL BE EXPEDI TED?

Yes, within a reasonable tinme frame. The | CLFA Board is prepared
to nmove forward with this program as soon as the anendnent is
approved. Long delays in nmenber city approval will sinply delay
| CLFA participation in inportant purchases. The | CLFA Board
anticipates that two-thirds of the nmenber cities will take action
before the end of Novenber.

you have questions not answered in the staff report and in this

menor andum please call ne at (877) 906-0941.

David Smith
Program Admi ni strat or

ds
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RESOLUTION NO.

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF
HERMOSA BEACH, CALIFORNIA, APPROVING AMENDMENT NO. 3
TO JOINT POWERSAGREEMENT WHICH CREATED THE
INDEPENDENT CITIESLEASE FINANCE AUTHORITY AND
PROVIDING OTHER MATTERSPROPERLY RELATING THERETO

WHEREAS, this City together with certain other cities of the State of California
(collectively, the “Members’) entered into the Joint Powers Agreement cresting the | ndependent
Cities Lease Finance Authority (as heretofore amended, the “ Joint Powers Agreement”),
edtablishing the Independent Cities Lease Finance Authority (the “ Authority”) for the purposes of
assigting public agencies to finance the acquisition, congtruction, ingtalation and/or equipping of
public capita improvements, the undertaking of home mortgage financing programs with respect
to Members and associate members (“ Associate Members’) of the Authority, and the
encouragement and promotion of other joint and cooperative endeavors among such public

agenciesfor their mutua benefit;

WHEREAS, it is proposed to amend the Joint Powers Agreement to include among its
purposes the providing of financing in connection with the improvement, construction,
acquition, cregtion, rehabilitation and preservation of affordable housing within the boundaries
of the Members and Associate Members, and the providing of financing in accordance with the
provisions of gpplicable law in connection with other projects and programs that are in the public
interest and which benefit Members and Associate Members including making loans to tax-
exempt organizations from the proceeds of mortgage revenue bonds to finance the acquisition of
multi-family rental housing, including mobile home parks, under the provisons of Chepter 8 of
Part 5 of Divison 31 (commencing with Section 52100) of the Hedlth and Safety Code; and

WHEREAS, the City Council has determined that it is gppropriate and in the best interests

of the City to approve the proposed amendment to the Joint Powers Agreement.

NOW, THEREFORE, THE CITY COUNCIL OF THE CITY OF HERMOSA
BEACH, CALIFORNIA, DOESHEREBY RESOLVE, AND ORDER ASFOLLOWS:
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SECTION 1. That the City Council hereby approves Amendment No. 3 to Joint Powers
Agreement cregting The Independent Cities Lease Finance Authority in the form presented to this
meeting and on file with the City Clerk.

SECTION 2. That the Mayor of the City is hereby directed to give the Authority notice of
such gpprova in accordance with the notice requirements of Article 23 of the Joint Powers

Agreement.

SECTION 3. That thisresolution shal take effect and be in force immediatdy upon its
adoption.

SECTION 4. That the City Clerk shdl certify to the passage and adoption of this

resolution and cause the same to be entered into the book or origind resolutions of the City.

PASSED, APPROVED and ADOPTED this day of November, 2002.

PRESIDENT of the City Council and MAY OR of the City of Hermosa Beach, Cdifornia

ATTEST: APPROVED AS TO FORM:

City Clerk City Attorney




