RESOLUTION 2022-_100

A RESOLUTION UPDATING RESOLUTION 2021-
191 FINANCIAL POLICIES FOR THE BOARD OF
COUNTY COMMISSIONERS, PROVIDING AN
EFFECTIVE DATE

WHEREAS, the Board of County Commissioners adopted certain financial policies
pursuant to Resolution 2021-191 providing the necessary framework for sound financial
management practices, careful fiscal planning and healthy long-term financial management
of all County resources and activities. Financial policies provide a comprehensive
approach to financial management to the betterment of Nassau County citizens;and

WHEREAS, Section I Operating Budget Policy 1.7 states “Budget policies will be
reviewed as part of the annual budget process” and the Board of County Commissioners has
determined a need to update the Financial Policies.

NOW, THEREFORE, BE IT RESOLVED by the Board of County Commissioners,
Nassau County, Florida in regular session duly assembled on the 25th day of April 2022 that
theFinancial policies attached hereto as Exhibit A be adopted effective_April 25, 2022.

BOARD OF COUNTY COMMISSIONERS
OF NASSAU COUNTY, FLORIDA
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Introduction
Nassau County, Florida
Financial Policies

Financial policies are a key element of sound fiscal administration and provide the guidance for decisions
of public managers. Financial policies are guidelines for operational and strategic decision making related
to financial matters. They identify acceptable and unacceptable courses of action, establish parameters in
which the government can operate, and provide a standard against which the government’s fiscal
performance can be evaluated. It is important to have financial policies that complement the statutory
requirements and professional standards that establish local governments’ financial framework. Financial
policies were first adopted on September 25, 2006 through approval of Resolution 2006-151.

Nassau County’s financial policies herein set forth the basic framework for the overall fiscal management
of the County. These Policies assist the decision making process of the Board of County Commissioners
and the administration by providing guidelines for evaluating both current activities and proposals for
future programs.

The following resources were utilized to update the financial policies:

o Florida Statutes

. Government Finance Officers Association (GFOA) publications

. National Advisory Council on State and Local Budgeting (NACSLB)recommended
budget practices

. Rating agencies publications

. Florida Government Finance Officers Association publications

o Other governmental entities adopted policies

. Nassau County Board and department managers’ recommendations

It should be noted that the policies listed herein reflect those adopted by the Nassau CountyBoard of County
Commissioners. Financial policies adopted by other County Constitutional Officers do not appear here.
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PURPOSE: Operating budget policies are structured to:

e Help all to understand how the budget is formulated and adopted;

e Communicate available opportunities and necessary restrictions to ensure long-term fiscal
stability;

e  Clarify to staff, management, and elected officials their roles and responsibilities;

e Explain how the operating budget links to other government documents such as the capital
budget, long-term financial plan, and the strategic plan.

DEFINITIONS:

I. Budget Amendment: is defined as change to the budget that changes the total budget amount of that fund.

II. Budget Transfer: is defined as a change within a fund that does not affect the total budget amount of that
fund.

I1I. Intradepartmental: is defined as within a department’s management structure. For example, the Facilities

Maintenance Department manages several departments such as Maintenance-Other County Buildings,
Maintenance-Judicial, Recreation, etc. Transfers between departments under the Facilities Maintenance
Department control are considered intradepartmental.

IV. Interdepartmental: is defined as between departments not in the same management structure. For
example, a transfer between Office of Management and Budget and Library is interdepartmental.

POLICY:

1

Pursuant to Florida Statutes 129.025, the Board has designated the Office of Management and
Budget Director as its Budget Officer.

Florida Statutes Chapter 129 “County Annual Budget” detailing the annual budget process and
amendment requirements as adopted by the State of Florida shall be followed in compliance with
Florida law. Budgets are adopted on an annual basis with the fiscal year defined as October 1 -
September 30.

Florida Statutes Chapter 129 requires the County’s budget must be balanced, so that the total of
the estimated receipts available from taxation and other sources, including balances brought
forward from prior fiscal years, equals the total of appropriations for expenditures and reserves.
The balancing requirement also applies to each fund.

The budget must show budgeted revenues and expenditures by organizational unit which are at
least at the level of detail required for the annual financial report under s. 218.32(1). (e.g. major
category of Personal, Other, Operating, etc.)

The county utilizes a predetermined set of budgetary guidelines established thrbugh practice, as
well as that provided in Florida statutes chapters 166 and 200. The County follows these
procedures in adopting the budget:

. The County Manager submits a proposed budget to the Board of County Commissioners for
the upcoming fiscal year

. Public hearings are held to obtain citizen input (Florida statute 200.065)

. The budget and millage rates are adopted by ordinances prior to October 1 each fiscal year

. The budget may be amended during the fiscal year to reflect changes in available resources

and appropriations
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. Departments are authorized to spend within the budget amounts but may request the Budget
Officer transfer amounts between operating accounts within the department
. Unexpended appropriations lapse at year-end unless funds are carried forward

10
11

. All budgets shall be adopted by the Board of County Commissioners at the legal level of
budgetary control, which is the fund level. Per Florida Statute 166.241 (5)(b) the governing
body may establish procedures by which the designated budget officer may authorize
budget amendments if the total appropriations of the fund is not changed.

Florida Statutes Chapter 200 “Determination of Millage” defines how Florida counties must
proceed with respect to raising monies through taxation of real, personal and intangible property
and shall be followed in compliance with Florida law.

The modified-accrual basis or accrual basis of accounting is followed for all funds in accordance
with generally accepted accounting principles.

Budget transfers and amendments may be initiated by the director (or authorized designee) of the
requesting department/division, the County Manager or the Budget Officer. Department director
requests are followed with review by the Budget Officer prior to the subsequent approval/denial
by the County Manager and the Board of County Commissioners, as set forth by the following
provisions of this policy.

Budgetary Levels of Authority:

A. Intrafund Budget Transfer: Transfers requested within a major expenditure category (i.e.
personal services,operating and capital), and within a department (intradepartmental), may
be initiated by the department director or authorized designee, the County Manager, or the
Budget Officer and approved by the Budget Officer or authorized designee.

B.  Intrafund Budget Transfer: Transfers requested between a major expenditure category (i.e.
personal services, operating and capital), and within a department (intradepartmental), may
be initiatedby the department director or authorized designee, and require Budget Officer,
or authorized designee, or County Manager approval up to $100,000. Transfers of this
nature in excess of $100,000 require Board approval.

C. Intrafund Budget Transfer: Transfers requested between departments within the same fund
(interdepartmental), may be initiated by the department director or authorized designee,
County Manager, or the Budget Officer or authorized designee and require Budget Officer
or County Manager approval up to $100,000. Interdepartmental budget transfers in
excess of $100,000 require Board approval.

D. Intrafund Budget Transfer: Transfers from reserves (designated as function “599”) in the
General Fund, County Transportation Fund and Municipal Service Fund require the Budget
Officer, County Manager, and Board approval. Transfers from reserves in the other
governmental funds (Funds 105-399) may be approved up to $25,000 by the Budget
Director and approved by the County Manager. Transfers in governmental funds in excess
of $25,000 require Budget Officer, County Manager and Board approval.

E. Budget Amendments: The Budget Officer, County Manager, and the Board must approve.
Budget amendments shall be in accordance with the advertising and public hearing
requirements set forth inFlorida Statute 129.

Budget policies shall be reviewed as part of the annual budget process.

All funds are required to balance; therefore, budgeted revenues must equal budgeted
expenditures for each fund.
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12 The County’s annual budget shall be developed in accordance with policies and priorities set

13

14

15

16

17

18

19

forth in the comprehensive plan, strategic plans, capital improvement plan, fleet replacement
program, county goals, the needs of the community, and Federal and State laws.

The County shall adopt a “revenue driven” budget philosophy where expenditures are limited to
expected revenues based on the existing millage rate adjusted to account for changes in the
percent change in the “Save Our Homes” (SOH) assessment limitation. This amount shall be
equal to the Consumer Price Index (CPI) or 3%, whichever is less. Alternatively, the Board may
provide additional direction at the annual strategic planning workshop.

The County’s initial preliminary annual budget shall be developed based on the Minimum Fund
Balance, Emergency Fund Balance, and Reserve for Contingency being set at their minimum
fund balances and required by the Fund Balance and Reserve Policy. The BOCC may direct and
approve higher funding levels through the budget process.

Enterprise activities shall strive to operate as stand-alone financial entities. If an enterprise
activity fails to maintain self-sufficiency for 3 consecutive years a thorough review shall be
conducted to consider outsourcing, privatization or divestiture if financially advantageous to the
County.

The Budget Officer and County Manager shall work to develop financial and budget reports for
submission to the Clerk of the Courts and Comptroller and Board.

For funds and departments for which there is no department head, the Budget Officer shall
prepare department budget. Examples: Debt Service Funds, indigent assistance department.

Department budgets shall be submitted to the Budget Officer for first review. Upon completion,
the County Manager shall review department budgets and adjust as considered necessary for the
budget presented to the Board in accordance with Florida Statutes 129.

Authorized Positions: All changes in FTE count or number of authorized positions must be
approved by the Board after review and approval by the Human Resources Director, OMB
Director and County Manager.
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PURPOSE: Nassau County is dedicated to maintaining the fiscal stability of the County. It is essential that

adequate levels of unrestricted funds be maintained to mitigate financial risk that can occur from
unforeseen revenue fluctuations, unanticipated expenditures, and/or other similar circumstances.
This policy will provide guidance on establishing and maintaining reasonable levels of reserves in
both governmental and proprietary funds. In addition, this policy will improve financial reporting
by establishing fund balance classifications that create a hierarchy based on the extent to which the
County is bound to observe spending constraints that govern how the County can use amounts
reported in the governmental fund balance sheet.

DEFINITIONS:

II.

IIL

Iv.

VL

VIL

VIIL

Calculation Date; September 30™ every year. Reviewed during audit and adjusted prior to closing General
Ledger.

Capital Projects Funds: are used to account for all financial resources restricted, committed or assigned to
expenditures for acquisition or construction of capital assets.

Debt Service Funds: are used to account for all financial resources restricted, committed or assigned to
expenditures for principal and interest.

Fund Balance: is the excess of total assets as compared to total liabilities in a governmental fund.

A. Fund Balances are listed under five categories:
1. Non-spendable: Amounts that cannot be spent because they are either not in the

spendable form or are legally and contractually required to be maintained intact.

2. Restricted: Amounts that are constrained on the use of resources by external creditors,
grantors, contributor, or laws or regulations of other governments; or, by law through
constitutional provisions or enabling legislature.

3. Committed: Amounts that can be used only for the specific purposes pursuant to
constraints imposed by formal action of the government’s highest authority, the Board of
County Commissioners (BOCC).

4. Assigned: Amounts that are constrained by the government’s intent to be used for
specific purposes, but are neither restricted nor committed.

S. Unassigned: the residual amounts that have not been restricted, committed, or assigned to
specific purposes.

General Funds: are used to account for all financial resources not accounted for and reported in another
fund.

Operating Expenditures: total appropriation, as represented as the “Total Expenditures™ in the Statement
of Revenues, Expenditures and Changes in Fund Balance” in the Comprehensive Annual Financial
Statements.

Permanent Funds: are used to account for resources restricted to the extent that only earnings, and not
principal, may be used for purposes that support the County’s purposes.

Special Revenue Funds: are used to account and report the proceeds of specific revenue sources that are
restricted or committed to expenditures for specific purposes other than debt services or capital projects.
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IX. Taxing Funds: collectively the General Fund, County Transportation Fund and Municipal Services Fund.

X. Unaudited Actual: Estimated operating expenses as of September 30 every year.
POLICY:
I Fund Balance Classification in Governmental Funds
A. GASB 54 outlines the requirement to report the fund balance for governmental funds in specific

classifications, which create a hierarchy primarily based on the extent to which the County is
bound to the constraints on the specific purposes for which funds can be spent.

l. The Fund Balance consists of the following five categories:
a. Non-spendable
b. Restricted
c. Committed
d. Assigned
€. Unassigned
B. An individual governmental fund could include non-spendable resources and amounts that are

restricted, committed, assigned, unassigned, or any combination of those classifications.

C. Commitments may be changed or lifted only by the government taking the same formal action that
imposed the constraint originally.

D. The general fund is the only fund that may report a positive unassigned fund balance.

1. In other funds, the unassigned classification should be used only to report a deficit
balance from overspending for specific purposes for which amounts had been restricted,
committed, or assigned.

E. Stabilization arrangements will be consistent with GASB 54.

II. Committing Fund Balance

A. For Nassau County, the Board of County Commissioners (BOCC) is the highest level of decision-
making authority.

B. The formal action that is required to be taken to establish, modify, or rescind a fund balance
commitment is a resolution approved by the BOCC at a public meeting.

1. The resolution must either be approved or rescinded, as applicable, prior to the last day of
the fiscal year for which the commitment is made.

2. The amount subject to the constraint may be determined in the subsequent period.

III. Assigned Fund Balance

A. The BOCC has authorized the County Manager and the Clerk of the Court and Comptrolier as the
officials authorized to assign fund balance to a specific purpose as approved by this fund balance
policy.
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l. Such assignments cannot exceed the available (spendable, unrestricted, uncommitted)

fund balance in any particular year.

2. Fund balance may be assigned for various purposes including but not limited to, capital
projects, fleet replacement, litigation, Constitutional Officers’ reserves, etc.

IV. Reporting Encumbrances

A. Encumbering amounts in governmental funds for specific purposes for which resources have
already been restricted, committed, or assigned should not result in separate display of
encumbered amounts.

B. Encumbered amounts for specific purposes for which amounts have not been previously restricted,
committed, or assigned, will be classified as committed or assigned, as appropriate, based on the

definitions and criteria set forth in GASB Statement No. 54.

V. Hierarchy of Fund Balance Use

A. When multiple categories of fund balance are available for expenditures, the County will spend
the most restricted funds first before moving down the category with available funds in the
following order:

l. Restricted
2. Committed
3. Assigned
4. Unassigned
VI. Minimum Level of Fund Balance

The BOCC establishes the following minimum fund balances:

A. Taxing Funds
l. Minimum Fund Balance Policy
a. It is the goal of the County to maintain a Minimum Fund Balance for each

Taxing Fund at a minimum of 16.70% and not more than 20% of the total

Operating Expenditures as reported in the previous year’s audited financial

statements.

1. These funds may be used to protect the County against potential
financial risk, ensure cash flow prior to receipt of budgeted revenue, for
use in the event of a disaster or emergency and to protect the County’s
credit rating.

2. Emergency Fund Balance (General Fund only)
a. The General Fund Emergency Fund Balance Policy is established for the

purpose of providing funds for an urgent catastrophic event, major disaster (e.g.
hurricane, pandemic, wildfires, terrorist attack, etc.), economic distress,
uncertainty, or opportunity conditions. The County’s Emergency Fund balance
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is established at a minimum of 10% and a maximum of 12% of the General
Fund’s Operating Expenditures.

i.

iil.

When these funds are used for catastrophic events, major disaster (e.g.
hurricane, pandemic, wildfires, terrorist attack, etc.), the following
actions must be met:

The recognition of an urgent event must be established by the
BOCC by adoption of a resolution explaining the nature of the
event and requires approval by a majority vote of the Board.

A budget revision must be approved by the BOCC.
The BOCC must approve and adopt a plan to restore the fund

balance per Section VII, if the fund balance falls below the
minimum requirement.

When these funds are to be used during times of severe economic
distress such as recessionary periods, State unfunded mandates on local
resources, or other impactful unforeseen events, which greatly diminish
the financial ability of the County to deliver core services, the
following actions must be met:

The recognition of an urgent event must be established by the
BOCC by adoption of a resolution explaining the nature of the
event and requires approval by a majority vote of the Board.
Examples of such events include the following:

o The annual Consumer Price Index exceeds five
percent for two consecutive years. (e.g. year 1 CPI =
5.0% and year 2 CPI = 5.0%)

o Local unemployment rate exceeds 9% for three
consecutive quarters.

o The rate of inflation exceeds the growth in property
tax revenue by 5% for two consecutive fiscal years.

o Significant State take-aways of revenue totaling more
than 5% of total revenue in a given fiscal year.

o Sales Tax revenue falls by 5% over the previous
quarter.

A budget revision must be approved by the BOCC.
The BOCC must approve and adopt a plan to restore the fund

balance per Section VII if the fund balance falls below the
minimum requirement.

When these funds are to be used for economic opportunities to help
facilitate and leverage the receipt of additional grant funds to the
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County or to provide for significant economic development
opportunities, the following actions must be met:

® The recognition of an urgent economic opportunity event must
be established by the BOCC by adoption of a resolution
explaining the nature of the event and requires super majority
approval of the Board.

) A budget revision must be approved by the Board. A
maximum of 50% of the prior fiscal year ending balance in the
Emergency Fund Balance may be drawn.

° The BOCC must approve and adopt a plan to restore the fund
balance per Section VII, if the fund balance falls below the
minimum requirement.

3. Reserve For Contingencies
a. The County will achieve and maintain a minimum Reserve for Contingency in

each Taxing Fund of not less than 5% or more than 10% of the total budgeted
operating expenditures (total expenditure less reserves, capital and transfers).

b. The OMB Director, County Manager, and the BOCC must approve requests for
use of reserves, as provided within the Operating Budget Policies. Requests will
be evaluated to ensure consistency with other BOCC policies; the urgency of the
request; the scope of services to be provided; the short and long-term fiscal
impact of the request; a review of alternative methods of funding or providing
the services; a discussion of why funding was not sought during the normal
budget cycle; and a review of the impact of not funding or delaying funding to
the next fiscal year.

B. Special Revenue Funds

1. Special revenue funds are created to account for the proceeds from specific revenue
sources that are legally restricted for specific purposes (e.g. grants, assessments).

2. Each fund is unique based on the timing of revenue receipts.
a. No specific minimum fund balance requirement is created by this policy.
b. Each fund must adhere to any underlying guidelines attached to that revenue
source.
C. Debt Service Funds
1. The minimum fund balance requirement for any outstanding issue will be consistent with

the bond covenants.
D. Capital Projects Funds

1. Capital projects funds are created to account for resources set aside to construct or
acquire fixed assets or improvements.
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2. These projects may extend beyond one fiscal year.
3. No specific amount for minimum fund balance is required per this policy.
E. Enterprise Funds
1. Enterprise funds should strive for positive net operating income to provide for necessary

operating and capital expenses while maintaining sufficient debt service coverage ratios.

2. A specific percentage or dollar amount will vary due to the considerations for working
capital, debt coverage, asset replacement, rate stabilization, and revenue volatility.

3. Nassau Amelia Utility (NAU) shall develop a separate Financial Reserves Policy.
F. Internal Service Funds
1. Internal Service Funds, by nature are designed to operate on a break-even basis for

operations, while, if applicable, accruing additional funds to finance future capital costs
or potential liabilities.

a. No specific amount for minimum fund balance is required per this policy.

VII. Replenishing Minimum Fund Balance Deficiencies

A. When the Taxing Funds minimum fund balances for Minimum Fund Balance or Emergency Fund
Balance fall below the required thresholds, the BOCC must approve and adopt a plan to restore
this balance to the target minimum level within five years or less using the following budget

strategies:
L. The County will use budget surplus or,
2. The County will reduce recurring expenditures to eliminate any structural deficit or,
3. The County will increase revenues or pursue other fund sources, or,
4. A combination of the three options above.
B. Unless a repayment plan is pre-established at the time reserves are allocated, Staff shall bring for

BOCC consideration a replenishment plan, within 90-days of allocation from the reserve.

I. It would be BOCC?’s priority that every effort would be made to replenish the reserve as
soon as it is financially feasible and practical to do so.

C. If the reserve cannot be replenished by the next annual budget, a repayment plan not to exceed five
years should be approved by BOCC by a majority vote.

VIII. Deficit Unassigned Fund Balance

A. If the Taxing Funds fund balance or net asset balances are not positive at any year-end, the County
shall develop a funding plan and a timeframe to bring them into a positive state.
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L. The unassigned fund balance deficit in the Taxing Funds will be restored through the

same steps as set forth in Section VII.

IX. During Close of Fiscal Year Surplus Fund Balance

A. At September 30" each fiscal year, if the minimum fund requirements of this policy have been
met, any fiscal year end surplus of revenues over expenditures (including any carryovers) will be
designated as unassigned capital reserves until future designation by the BOCC.

X. Implementation and Review
A. Upon adoption of this policy, the BOCC authorizes the County Manager’s office and the Office of
Management & Budget to establish standards and procedures, which may be necessary for its
implementation.
B. The BOCC shall review and approve this policy via resolution at a minimum of every year to

ensure it continues to meet the needs of the County given economic factors and the current
financial status at that time interval.
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Nassau County, FL BOCC
Fund Balance and Financial Reserves Summary
Fund Classification Minimum Maximum
General Fund
Minimum Fund Balance Unassigned 16.70% 20.00%
Emergency Fund Balance Assigned 10.00% 12.00%
Reserve for Contingency Unassigned 5.00% 10.00%
County Transportation Fund
Minimum Fund Balance Assigned 16.70% 20.00%
Reserve for Contingency Assigned 5.00% 10.00%
Municipal Services Fund
Minimum Fund Balance Assigned 16.70% 20.00%
Reserve for Contingency Assigned 5.00% 10.00%
Debt Service
Reserve Set by Debt Covenants
Enterprise (NAU)

See NAU Financial Reserve Policy
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PURPOSE: The development and use of revenue policies:
e Aid in the consistent provision of public services;
e Help ensure financial stability regardless of economic fluctuations;
¢  Guide revenue practices so they are fair to citizens.

POLICY:

1 The County shall endeavor to maintain a diversified and stable revenue stream to provide
protection against fluctuations in any revenue source. This shall include consideration of
establishing a Municipal Service Benefit Unit (MSBU) or Municipal Service Taxing Unit
(MSTU) when the improvement or benefit is directed at a specific area in the County.

2 In the event a significant revenue shortfall is projected or has occurred, the County will develop a
plan to reduce expenditures, use reserves, and/or take other appropriate actions to maintain the
financial integrity of the County.

3 Non-recurring revenues in the General, County Transportation and Municipal Service Funds are
strongly discouraged from funding recurring expenditures. Examples of non-recurring revenues
are sales of fixed assets, budgetary savings from a debt refinancing, court settlements, tax
collection windfalls and fund balance.

4 Department/division heads will review department revenues annually during the budget process.
The full cost of providing services for which fees are or should be charged will be identified. The
calculation of cost will include all reasonable and justifiable direct and indirect cost components.
Fee schedules will be based upon cost recovery goals for each fee and will be approved by the
County Manager and Board as required by enabling legislation.

5 County staff will continue to diligently pursue federal and state grants and legislative changes
where necessary.

6 The County will follow a responsible policy of collecting revenues.

7 Florida Statutes will be adhered to in determining how state revenues shall be budgeted and
spent.

8 The budget will be organized so that revenues are related to expenditures whenever possible.
County wide revenues shall be allocated to funds providing county wide services and
unincorporated revenues to funds that provide unincorporated services. Revenues generated by
departments will be assigned the same organizational number as the departmental expenditures.

9 When budgeting revenues, the local economy and guidance from the state will be taken into
consideration. Reasonable estimates will be maintained to avoid a potential revenue shortfall.

10 Ad Valorem, Surtax, and Sales Tax revenues shall be budgeted based on prior year’s collection
levels, trends, and current economic events. Not less than 95% of estimated revenue collections
will be budgeted.

11 All fee revenues (including impact fees) will be based on fee schedules adopted by the Board.
All BOCC fee schedules will be reviewed on an annual basis and updated as necessary.

12 Each year, before budget packages are sent to departments, the Budget Officer will prepare major
revenue estimates and provide those estimates to the County Manager so he/she may provide
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guidance to departments in preparing budget requests.

13 For the purpose of financial reporting, the County considers revenue to recognizable when
receipt is measurable and available. Availability is defined as anticipated to be received within
sixty (60) days.
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PURPOSE:

POLICY:

1

The development and use of expenditure policies:

¢  Aid in the consistent provision of public services;

e Help ensure financial stability regardless of economic fluctuations;
e  Guide expenditure practices so they are fair to citizens.

The County will provide for a level of expenditures to strive for the ongoing health, safety, and
welfare of citizens.

Within the resources available each fiscal year, the County shall endeavor to maintain capital
assets and infrastructure at a sufficient level to protect the County’s investment, to minimize
future replacement and maintenance costs, and to continue service levels.

The operating and capital budgets will be reviewed concurrently. A fiscal impact operating
analysis shall be conducted for items contained within the capital improvement budget and
incorporated into the operating budget as part of the annual budget process.

New services/programs will not be added without a cost-benefit analysis incorporating current
and future budget impact. The Nassau County Clerk of Courts and Comptroller’s
recommendations will be considered.

The County Manager will determine annual department requested budget targets based upon
revenue forecasts received from the Budget Officer, economic conditions, county goals and
objectives and other sources as deemed necessary.

Department heads must review and control expenditures so that actual expenditures do not
exceed budget. Departments are expected to adjust spending levels as required to ensure
compliance within established budget. If the department head determines additional budget is
required and not available within the department’s budget, a request for funding assistance
should immediately be forwarded to the County Manager containing department analysis and
recommendation.

Transfers and budget amendments will be processed in accordance with adopted Budget Policies.
Expenditure budgets will be developed in accordance with policies and priorities set forth in the

County’s Comprehensive Plan, strategic plans, capital improvement plan, fleet replacement
program, County goals, the needs of the community, and federal and state laws.
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PURPOSE: Purposes of Capital Expenditure Policies are to:

POLICY:

e Provide Nassau County with an orderly process for planning and budgeting for capital needs;

e  Serve as a link to the County’s planning process and compliance with adopted Comprehensive
Plan standards, strategic plan or other long-range plans;

e  Prioritize current and future needs to fit within the anticipated level of financial resources;

e Provide a description of projects to be developed by County, communicating to citizens,
businesses, and other interested parties the County’s capital priorities and plans for
implementing projects including funding.

1. Capital Improvement Plan

1

The Capital Improvement Plan (CIP) shall consist of capital projects with a cost estimate of at
least $50,000 and an asset life of at least five (5) years. Capital projects include land, buildings,
infrastructure and equipment affixed to public facilities and may involve a new purchase, new
construction, major repair, renovation or replacement of existing asset. Capital improvements are
the building, upgrading, or replacement of County infrastructure, such as residential and arterial
streets, bridges, traffic signals, public safety facilities, storm drain systems and drainage
channels, parks, and other public facilities.

The County shall evaluate and prioritize capital improvement projects based upon the judgment
of the County Manager considering the following criteria:

Preservation of the health and safety of the public

Compliance with all mandates and prior commitments

Elimination of existing deficiencies

Maintenance of adopted level of service standards

Protection of existing capital investments

Consistency with the County’s Comprehensive plan and plans of other agencies
Eligibility for grants

A demonstrated relationship between projected growth and capital project
Impact on operating costs

Utilization of economies of scale and timing of other projects

Adjustment for unseen opportunities, situations, and disasters

Funding sources

mARTTTE@R MO A0 O

Funding shall be identified for each Capital Improvement Plan project.
Revenues dedicated specifically to capital projects include:

At least 25% of One Cent Sales Surtax

a
b. An annual appropriation from the County Transportation Fund of not less than
$1,500,000 for transportation related capital projects

C. Proportionate Share payments and other negotiated developer payments
d. Impact fees for law enforcement, fire rescue, administrative facilities, and recreation.
€. Mobility fees for transportation.

Use of impact and mobility fees shall be reviewed annually as part of the budget process and in
compliance with adopted ordinances as amended.
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Capital Improvement Element (CIE) of the County’s Comprehensive Plan and in compliance
with Florida Statutes regarding growth management. Capital improvement needs related to the
County’s Comprehensive Plan will be assessed at least annually. The five-year CIP shall be
adopted by a Resolution of the Board of County Commissioners.

Annual updates of the Capital Improvement Plan (CIP) shall be coordinated between the
County’s Budget Officer and impacted Departments for those aspects of the CIP related to the
County’s Comprehensive Plan to ensure synchronization with the County’s budget process and
compliance with Florida Statutes regarding growth management.

If additions or deletions to the adopted Capital Improvement Plan (CIP) are needed more
frequently than annually, these changes shall be by a Resolution of the Board of County
Commissioners amending the annually adopted Capital Improvements Program Resolution and
action taken to insure compliance with Florida Statutes regarding growth management.

A fiscal impact operating analysis shall be examined for each item contained within the Capital
Improvement Plan for the period covered in the Plan. Future operating, maintenance, and
replacement costs associated with the new capital improvement will be forecast, matched to
available revenue sources, and included in future operating budgets. Such information will also
include any savings.

The County will make capital improvement expenditures in accordance with the Capital
Improvement Plan.

The first year of the S-year Capital Improvement Plan (CIP) will be used as the basis for formal
fiscal year appropriations during the annual budget process. Appropriations made in prior years
for which expenditures have not occurred nor projects completed, will be reevaluated for
inclusion in CIP and appropriation in new fiscal year.

Each Capital Improvement Plan project budget will include a reserve for contingency for each
project, if appropriate. The reserve should generally be between 10%-15% of the estimated
project cost.

11. Fleet Replacement Program

13

14
15

The Fleet Replacement Program (FRP) shall consist of vehicles and equipment (rolling stock
only), their attachments and implements with an estimated replacement cost of $10,000 or more.

Fleet purchases will be made in accordance with the adopted Fleet Replacement Program Policy.

The Board of County Commissioners has the ultimate approval for the Fleet Replacement
Program with the adoption of the annual County budget.
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1. INTRODUCTION AND PURPOSE

Proper debt management is fundamental to sound financial management practices and protecting
the county's financial condition. The Nassau County Board of County Commissioners (BOCC)
recognizes that the foundation of managing debt is a comprehensive debt management policy.
This debt management policy sets forth the parameters and guides the following decisions:

e The amount of debt which may prudently be issued;

¢ The purposes for which debt may be issued,

o Structural features of debt being issued;

o The types of permissible debt;

o The preferred method of sale;

¢ The selection of professionals;

¢ Compliance with securities laws and disclosure requirements; and,
o Compliance with federal tax laws and arbitrage compliance.

The purpose of this debt management policy is to provide broad policy guidelines regarding
County debt. However, exceptions to the general principles set forth may be appropriate under
certain circumstances after carefully considering the facts of each case. Also, additional
guidelines and policies may be necessary as new or innovative financial products and debt
structures evolve.

2. DEBT RESPONSIBILITIES
A. POLICY

This Policy provides general guidance to Nassau County’s County Manager(CM), Office of
the County Attorney (CA), and the Clerk of the Circuit Court and Comptroller (Clerk) in the
capacity as Comptroller, concerning the desires of the Nassau County Board of County
Commissioners (BOCC), for the issuance and management of all debt issued by Nassau
County, Florida (County). However, nothing in this Policy shall limit the lawful authority of
the BOCC to pursue the issuance of debt through all legal means, even in circumstances that
may deviate from the general guidance of this Policy. All references herein to the term Debt
Management Team shall refer to the professional staff from the CM, the CA, the Clerk, and
other staff or external members (as contracted by the BOCC) assigned to manage the
County's debt issuance and compliance. The Debt Management Team applies their
professional judgment within their areas of expertise but does not legally operate as a
collective body. Under the guidance of federal and state laws, County Ordinances, and
Resolutions, the County may periodically enter into debt obligations to finance the
construction or acquisition of infrastructure, buildings, and other assets or to refinance
existing debt and unfunded liabilities to meet its governmental obligations to its citizens. All
debt will be issued and administered to obtain the best long-term financial advantage to the
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County while making every effort to maintain and improve the County's bond ratings and
reputation within the investment community. It is the policy of the County to comply with all
applicable federal tax rules related to its tax-exempt or tax-advantaged debt issuances.

1. The County may issue long-term debt only for capital improvement projects that
cannot be funded from available revenues or fund balance/retained earnings. It may
also be issued for refunding outstanding debt if sufficient cost savings can be
realized, or it is advantageous to do so.

2. The County may undertake debt only when it believes that the project revenues or
specific resources will be available and sufficient to service the debt over its life.
County debt shall not be issued for periods exceeding the useful life or average useful
lives of the financed project.

3. The County seeks to maintain the highest possible credit ratings for all categories of
direct debt that can be achieved without compromising the delivery of essential
County services and achievement of adopted County policy objectives.

4. The County will seek to structure debt with level principal and interest costs over the
life of the debt.

5. The County may sponsor conduit financings for those activities (i.e., economic
development, housing, health facilities, etc.) that have a general public purpose and
are consistent with the County’s overall comprehensive plan or service and policy
objectives, as determined by the BOCC. It shall be the County’s policy to approve
conduit financing for only those projects that demonstrate a “significant public
benefit.” All conduit financings must insulate the County entirely from credit risk or
exposure. Conduit financings must be approved by the County’s bond counsel and
financial advisor before being submitted to the BOCC for authorization. All cost of
conduit financing shall be paid by the conduit borrower, as allowable by law.

B. AUTHORITY

The debt of Nassau County is subject to the Internal Revenue Code, Florida Statutes, County
Ordinances, and County Resolutions, which outline legal borrowing authority, restrictions,
limits, and compliance requirements. While the Florida Constitution and Statutes authorize
the issuance of bonds by counties, these debt policies provide supplemental guidance
consistent with the existing statutory authority.

C. PURPOSES AND USES
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1. Asset Life

The County will consider long-term financing for acquiring, replacing, or expanding
capital assets (including land, software, and equipment) if it has a useful life of at
least five years. County debt will not be issued for periods exceeding the useful life
or average useful life of the project or projects to be financed.

2. Refinance Existing Debt

The County may consider refinancing existing debt when the conditions are favorable
or in the case of an emergency and approved by the BOCC. County debt will
generally not be issued for periods exceeding the useful life or average useful life of
the project or projects to be financed.

3. Capital Financing

The County typically relies on internally generated funds and grants or contributions
from other governments to finance its capital needs. Debt shall not, in general, be
used for projects solely because insufficient funds are budgeted at the time of
acquisition or construction. The County may undertake debt only when it believes
that the project revenues or specific resources will be available and sufficient to
service the debt over its life. Debt financing will not be considered appropriate for
any recurring purpose, such as operating or maintenance costs.

a. Capital improvements should be financed primarily through user fees,
service charges, assessments, taxes, special taxes, or developer exactions so
long as the benefits the County will derive from such improvements can be
attributed to the users of the improvements. Moreover, the County will
specifically consider the costs associated with any borrowing to determine if
the above funding sources are adequate to service the proposed debt.

b. The County will evaluate the use of debt in-lieu-of “pay-as-you-go”
financing based on the following criteria:

1. Factors favoring “Pay-as-You-Go” financing:

a. Current fund balances or project revenues are sufficient to
fund the project.

b. Existing or proposed debt levels would have a harmful effect
on the County’s credit position or rating.

c. Credit market conditions are unstable or present
extraordinary difficulty marketing the proposed debt.
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2. Factors favoring the use of debt:

a. Revenues are stable and reliable enough to support the
proposed debt at investment grade rating levels.

b. The nature of the financed project will support investment
grade ratings

c. Credit market conditions present favorable interest rates and
demand for financings such as the County’s.

d. The project is mandated by the state or federal government,
and resources are insufficient or unavailable.

e. The project is immediately required to meet or relieve
capacity needs, and current resources are insufficient or
unavailable.

f. The estimated useful life of the asset to be financed is greater
than five years.

3. CREDITWORTHINESS OBJECTIVES
A. CREDIT RATINGS

1. The County seeks to maintain the highest possible credit ratings for all categories of
short-term and long-term debt that can be achieved without compromising the
delivery of essential County services and achievement of adopted County policy
objectives. The County recognizes a direct correlation between the credit rating it
achieves and the cost of borrowing. Therefore, the County will seek to acquire and
maintain an investment grade rating on its direct debt as a general rule.

2. The County recognizes that external economic, natural, or other events may affect the
creditworthiness of its debt from time to time. Nevertheless, the County is
committed to ensuring that actions within its control are prudent and consistent with
these Policies.

B. FINANCIAL DISCLOSURE

1. The County is committed to full and complete financial disclosure and to cooperating
fully with rating agencies, institutional and individual investors, County departments
and agencies, other levels of government, and the general public to share clear,
comprehensible, and accurate financial information. The County is also committed
to meeting secondary disclosure requirements as set forth in Securities and Exchange
Commission Rule 15¢2-12, and its amendments, on a timely and comprehensive
basis. (See Section 8§ — Continuing Disclosure for additional discussion.)
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2. The Clerk of Court and Comptroller is responsible for ongoing disclosure to
established national information repositories. The Clerk shall act is the primary point
of contact for investor relations and will also maintain compliance with disclosure
standards promulgated by state and national regulatory bodies and may carry out
such responsibility through the engagement of an outside dissemination agent and by
using the Clerk and Comptroller’s or County's internet website.

C. CAPITAL PLANNING

To enhance creditworthiness and prudent financial management, the County is committed to
systematic capital planning, coordinating intergovernmental cooperation, and long-term
financial planning. Evidence of this commitment shall be demonstrated through the adoption
and periodic adjustment of a Comprehensive Plan pursuant to Chapter 163, Florida Statutes,
and the annual adoption of a five-year capital improvement plan (CIP).

D. DEBT LIMITS

1. The County will keep outstanding debt within the limits prescribed by State Statute
and County Ordinance and at levels consistent with its creditworthiness, best
practices, needs, and affordability objectives. Affordability objectives are further
described in Section 7 — Debt Issuance.

2. In the case of debt serviced from the County’s General Fund, the County shall not
exceed 6% of the amounts budgeted for expenditures and transfers out as the
“maximum” level for General Fund resources committed to the repayment of debt.
4. DEBT STANDARDS AND STRUCTURE
A. DEBT STRUCTURE
1. Debt shall be structured to achieve the lowest possible net cost to the County given
prevailing market conditions, the urgency of capital funding needs, and the nature

and type of security to be provided.

2. To the extent possible, the County will design the repayment of its overall debt to
rapidly recapture its credit capacity for future use.

B. AMORTIZATION

1. The County will seek to structure debt with level principal and interest costs over the
life of the debt.

2. The "back-loading" or “wrapping” of debt service will only be considered when:

a. Natural disasters or extraordinary or unforeseen external factors make the
short-term cost of the debt prohibitive.

b. The benefits derived from the debt issuance can be demonstrated to be
greater in the future than in the present.
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c. When such structuring is beneficial to the County's overall amortization
schedule.

d. Such structuring will allow debt service to more closely match project
revenues during the early years of the project's operation.

3. In the case of an issue structured with term bonds and a sinking fund, the County’s
policy will be to retire the term bonds in a substantially level fashion over each year
of the life of the sinking fund unless the factors described above apply.

C. TYPES OF INSTRUMENTS AND PLEDGES/SECURITY

The following list is an example of the types of securities the County may utilize when
incurring debt. The security shall be based on the revenue stream pledged to service the debt
and the nature of the Capital Projects to be financed.

1. Bonds are long-term debt securities issued by a government at a fixed interest rate to
finance capital projects.

a. General Obligation (GO) Bonds are long-term debt instruments secured by
the County's ability to levy ad valorem taxes on real and personal property
within the County. The full faith and credit of the County is the pledge of the
general taxing powers to pay this obligation. Per Florida Statutes, GO Bonds
must be approved by a majority of those voting on a bond proposal in a bond
referendum unless they mature in less than a year or meet the statutory
refunding exception.

b. Non-Self-Supporting Revenue Bonds are long-term debt instruments secured
by dedicated non-ad valorem revenues derived from sources other than
Enterprise Revenues such as half-cent sales tax and other special taxes.

c. Self-Supporting Revenue Bonds are long-term debt instruments secured by
non-ad valorem revenues derived from fees and charges from the County's
Enterprise Operations such as Solid Waste, Water and Wastewater System,
and Stormwater System (Enterprise Revenues).

2. Commercial Paper (CP) is a short-term debt instrument used for periods not to
exceed five years. The County can utilize a covenant to budget and appropriate
legally available non-ad valorem revenues (CB&A pledge) or Enterprise Revenues
for its short-term borrowings under programs such as the Florida Local Government
Commercial Paper Loan Program (a variable rate debt). This program provides cash
flow and cash management capabilities to implement the County's ongoing CIP for
interim or temporary up-front financing to the County's pay-as-you-go CIP. A project
financed with short-term notes, such as tax-exempt commercial paper, may be "taken
out" by a bank loan or public issue once costs for the project are finalized.
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3. Bank Loans provide an alternative to funding projects with publicly sold bonds
where interest costs are estimated to be lower than a comparatively priced public
issue.

4. State and Federal Programs are long-term loans issued by a state or federal agency
for a qualifying project loan. They are secured based on the revenue stream pledged
to service the debt and nature of the capital projects to be financed. State Revolving
Fund loans and the loans through the Water Infrastructure and Finance and
Innovation Act (administered by the Federal Environmental Protection Agency) are
examples of state and federal loan programs.

5. Other types of debt that may be used are anticipation notes used as short-term
financing and other promissory notes issued to repay short-term or long-term debt.

As part of the overall financing plan, the Debt Management Team will determine the security
pledge for the debt and whether the debt is issued on parity with existing debt or as a
subordinate debt. To the extent it is in the county's best interest, there is a preference that
there be a nexus between the revenue pledged and the specific purpose for which the debt is
issued. Additionally, bonds should generally be equally and ratably secured by the revenues
pledged to repay any outstanding debt. However, the creation of a subordinate lien is
permissible if a first lien is not available or if it is economically beneficial or advantageous to
the County.

D. TAXABLE VS. TAX-EXEMPT DEBT

The County seeks to issue debt at the lowest total cost. Generally, this objective is achieved
by issuing tax-exempt debt, which can be offered at lower interest rates since investors get
the added benefit of the tax break. The Internal Revenue Service has established guidelines
that municipal bond issuances must meet to qualify for the tax-exempt status. (For a more
detailed discussion of this issue, reference IRS Publication 4079 — Tax-Exempt Government
Bonds).

Should the situation arise, the County will carefully consider whether issuing taxable debt is
the best financing option for a proposed project or refinancing and develop a thorough
understanding of the differences between the tax-exempt and taxable markets before
proceeding with a planned sale.

The Debt Management Team will analyze how these differences would affect the overall
financial plan and ability to manage its debt and consult appropriate counsel and advisors.

E. REFUNDINGS

1. The Debt Management Team will periodically monitor refunding opportunities of the
County's outstanding debt portfolio. Refunding opportunities will be considered
(within federal tax law constraints) when there is a net economic benefit of the
refunding, or the refunding is essential to modernize covenants vital to the County’s
financial or operating position.
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2. Generally, the net economic benefit to the County must provide a net present value
savings of at least five percent (5%) of the debt being refunded. Refundings that
produce net present value savings of less than five percent will be considered on a
case-by-case basis, provided that the present value savings are at least three percent
(3%) of the refunded debt. Refundings with savings of less than three percent (3%)
or negative savings will not be considered unless there is a compelling public policy
objective as authorized by the BOCC.

F. CREDIT ENHANCEMENTS

Credit enhancement (i.e., letters of credit, bond insurance, etc.) will be used to the extent that
net debt service on the bonds is reduced by more than the enhancement costs, measured in
present value terms. To calculate the economic effectiveness of a credit enhancement, the
County will compare the present worth of the debt service required on the proposed
transaction on both an enhanced and unenhanced basis to determine the economic benefits of
the enhancement offered. Credit enhancement which does not produce economic benefits in
present value terms will only be considered if acceptance of the enhancement directly furthers
other County goals and objectives.

G. VARIABLE RATE DEBT

The County may choose to issue securities that pay a rate of interest that varies according to a
pre-determined formula or results from a periodic remarketing of the securities, consistent
with state law and prevailing covenants of existing debt, and depending on market conditions.
The County will limit its outstanding variable rate debt to reasonable levels in relation to the
total outstanding debt.

H. SHORT TERM NOTES

The use of short-term borrowing, such as bond anticipation notes and commercial paper, will
only be undertaken if the transaction costs plus interest on the debt are less than the cost of
internal financing or if the available cash for internal financing is insufficient to meet funding
requirements.

The County will not employ short-term borrowings for the sole purpose of earning arbitrage
profits.

I. INTERNAL BORROWINGS

1. For short-term liquidity purposes, the County will generally favor internal
borrowings over external borrowings. If sufficient resources are available, liquidity
will not be impaired, and a defined source of repayment is available, the County will
consider internal borrowings. Inter-fund borrowings shall be evidenced by a written
memorandum or agreement specifying the tenor and terms of the borrowing,
including repayment terms, interest rates, and calculations and procedures for
amendment. Internal borrowings must have the approval of the BOCC, except for
fiscal year-end accounting entries that create temporary loans for financial statement
presentation purposes. Inter-fund borrowings will be reflected in the County’s
accounting records as “due to” and “due from” items respecting the funds and
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accounts borrowed from and loaned to, respectively. Such short term borrowing
shall comply with all applicable laws, fund restrictions, and recommended
accounting procedures.

2. Inter-fund borrowing will typically bear interest at a rate consistent with the average
rate of return of the County’s Investment Plan unless specifically recommended by
the Clerk and approved by the BOCC.

J.  STATE AND FEDERAL LOAN PROGRAMS

These programs provide funds for projects such as water supply and distribution facilities,
stormwater control and treatment projects, air and water pollution control, solid waste
disposal facilities, infrastructure, etc. In programs like the State of Florida Revolving Loan
Fund (SRF), local governments benefit from the strength of the state's credit, and costs are
traditionally low.

Other programs, like the Water Infrastructure Finance and Innovation Act (WIFIA), provide
partial funding for large water and wastewater-related projects, and the State Infrastructure
Bank (SIB) Loan provides funding for infrastructure-type projects. Whenever possible, these
programs shall be considered if the implementation costs are not excessive, interest costs are
below prevailing open market conditions, and legal terms are acceptable.

K. USE OF DERIVATIVES

The County does not recommend the use of derivative instruments in general.

5. DEBT ADMINISTRATION
A. ANNUAL DEBT REPORT

The Clerk of Court and Comptroller is responsible for preparing and delivering an Annual
Debt Report to the BOCC as part of its annual review of the Annual Comprehensive
Financial Report. This report shall pertain to the prior Fiscal Year and may include the
following elements:

1. A brief history and description of all outstanding bonds,

2. A review of the County's bonded debt over the last ten years and a comparison of the
County's debt to that of other similarly populated counties in Florida,

3. Information on the Commercial Paper Loan Program, Bank Loans, the State
Revolving Fund Program or other similar programs, and debt issued through the
conduit financing programs,

4. Arbitrage information (with accompanying schedules) to provide a brief history of
debt affected by arbitrage, the financial impact, and the current status.
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B. REPORT TO DEBTHOLDERS

The Clerk of Court and Comptroller shall prepare and release the Annual Comprehensive
Financial Report to all interested parties, which will act as the ongoing disclosure document
required under the Continuing Disclosure Rules promulgated by the Securities Exchange
Commission (SEC) Rule 15¢2-12 (The Rule).

This report shall contain general and demographic information on the County and a
discussion of:

1. General Government,
2. Solid Waste System,

3. Water and Wastewater Utility System,

4. Stormwater Utility System, and

S. Any other systems that the BOCC may subsequently establish.

The information presented on General Government and each enterprise system shall comply
with the disclosure obligations outlined in the Continuing Disclosure Agreements executed in
connection with its outstanding debt obligations and may include information, including but
not limited to, the following: service areas, rates and charges, financial statement excerpts,
outstanding and proposed debt, a summary of certain bond resolution provisions, a
management discussion of operations, and other information the County shall deem to be
important. The specific information required to be updated annually is included in each
relevant Continuing Disclosure Agreement. The report shall also include Notes to the
Financial Statements and, to the extent available, information on conduit debt obligations
issued by the County on behalf of another entity.

C. ARBITRAGE COMPLIANCE

The Clerk of Court and Comptroller maintains a recordkeeping and reporting system to meet
the arbitrage rebate compliance requirements of the federal tax code. An outside arbitrage
consultant completes all arbitrage rebate calculations. Arbitrage rebate liabilities are
calculated annually, and the applicable liability is reported in the County's annual financial
statements.

D. TAX-EXEMPT DEBT POST-ISSUANCE COMPLIANCE

Specific post-issuance federal tax requirements must be met according to Sections 103 and
141 through 150 of the Internal Revenue Code of 1986, as amended. To monitor such post-
issuance requirements, the Clerk of Court and Comptroller has adopted policies and
procedures concerning Form 8038, Information Return for Tax-Exempt Private Annuity
Bond Issues, compliance.

E. FINANCING PROPOSALS
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Any financing proposal to a County department, agency, utility, or employee involving a
pledge or other extension of the County's credit through the sale of securities, execution of
loans or leases, marketing guarantees, or otherwise involving directly or indirectly the
lending or pledging of the County's credit, will be referred to and reviewed by the Clerk and
the County Manager’s Office, or their respective designees. Any decision to act on such a
proposal will require final approval by the BOCC.

F. CONDUIT BOND FINANCING
1.  The County as Issuer of “No-Commitment Debt” or Conduit Debt

a. The County may sponsor conduit financings for those activities (i.e.,
economic development, housing, health facilities, etc.) that have a general
public purpose and are consistent with the County's Comprehensive Plan and
overall service and policy objectives as determined by the BOCC. The
County requires complete indemnification from third parties seeking conduit
bond financing and does not accept any liability associated with conduit bond
financings. Therefore, the County will not recognize a conduit bond
financing as a liability. The Clerk of Court and Comptroller, and the County
Manager must review and approve a conduit financing before submitting it to
the BOCC for authorization and implementation.

b. Each applicant (for a conduit financing by the County) will be required to
provide an indemnity to the County, or its constituent agencies, for all costs,
expenses, attorney fees, settlement, or judgment costs arising out of the
financing or any of the documentation relating to the financing. All County
costs for the review of each application and cost related to any financing
shall be paid by the conduit borrower, as allowable by law.

2. Significant Public Benefit Test for Conduit Debt

a. It shall be the County’s policy to approve conduit financing for only those
projects that demonstrate a “significant public benefit.” In general,
“significant public benefit” means that the proposed project will enhance the
economic, social, or cultural quality of life for the residents of the County; or
that the proposed project will stimulate employment within the County and
that such enhancement or employment gain can be measured in a manner
which permits the County to evaluate the risks and rewards of acting as the
conduit issuer. The significant public benefit is based on the County’s
evaluation of the availability of public access to the county's widest possible
number of residents, depending on the context.

b. Acceleration or addition of public infrastructure in excess of that required by
law or the County’s land-use policies could also produce a significant public
benefit. Such benefits arise either from the installation or completion of
public infrastructure assets before they might otherwise be installed or from
the additional assets that might be realized due to being able to finance the
project more efficiently.



Resolution 2022-100

Board of County Commissioners Approved:
Nassau County, Florida Effective:
Section VI — Debt Management Policy Page 12 of 27

c. Finally, the finding of significant public benefit can arise from the
installation or acquisition of a community asset that produces additional
employment opportunities or which produces environmental benefits either
as a direct or secondary result of its completion. In circumstances where the
financed improvements generate regional benefits, finding significant public
benefit will be easier than those where the financed facilities serve only a
small number of residents.

d. The County will require a financial pro forma and business plan for any
project to be financed with the proceeds of a conduit issue.

3. Credit Quality of Conduit Debt

The County will consider conduit financing for only those applicants who are credit-
enhanced or guaranteed to attain a rating of at least “A” from any one of the three
major credit rating agencies.

The County may consider a waiver of this requirement under special circumstances
as recommended by the County Manager and Clerk and approved by the BOCC. In
cases where the County elects to waive this requirement, it expressly reserves the
right to require additional requirements of the sponsor of such a conduit financing.

6. FINANCING TEAM
A. FINANCING TEAM SELECTION PROCESS

The BOCC selects the external members of the Debt Management Team, known as the
Financing Team, based on a Request for Proposal (RFP) or Request for Qualifications (RFQ).
Following an independent review, the internal members of the Debt Management Team will
provide recommendations to the BOCC, as requested, on the selection of Financial Advisors
and Underwriters. The BOCC makes all final determinations.

Compensation for members of the Financing Team will be consistent with industry standards.
B. FINANCIAL ADVISOR

The BOCC will hire a registered Financial Advisor before undertaking debt financing. The
Financial Advisor has a fiduciary duty to the County and will provide advice on determining
the best type of financing for the County, selecting other finance professionals, planning the
bond sale, and successfully selling and closing the bond sale. Financial Advisors must have
comprehensive municipal debt experience, including diverse financial structuring and pricing
of municipal securities. The County requires that its Financial Advisor complies with the
Municipal Securities Rulemaking Board (MSRB) Rule G-42 or similar standards of conduct
for municipal advisors engaging in municipal advisory activities.

C. BOND COUNSEL

The County retains external Bond Counsel for all debt issues deemed necessary. All debt
issued by the County includes a written opinion by Bond Counsel affirming that the County is
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authorized to issue the debt and to determine the federal income tax status of such debt. The
Office of the County Attorney engages bond Counsel. The selection criteria include a
requirement for comprehensive municipal debt experience.

D. DISCLOSURE COUNSEL

In certain instances, the County may choose to engage the services of a disclosure counsel to
assist in the various aspects of the preparation of an official statement, private placement
memorandum, or other forms of offering disclosures or continuing disclosure documents to
be disseminated in connection with the sale of the County’s debt or conduit debt.

In performing these services, the disclosure counsel represents the County as the issuer of the
debt and not the underwriter, as is the case where the underwriter’s counsel prepares such
documents. Because the County engages disclosure counsel, the cost of disclosure counsel’s
services is typically paid from the proceeds of the debt issue.

Disclosure Counsel shall provide legal advice to the county to help meet its secondary market
disclosure obligations. Disclosure Counsel is engaged in the same manner as Bond Counsel.

E. UNDERWRITERS

The County selects Underwriters for competitive and negotiated sales. The Underwriters will
provide ideas and suggestions concerning the structure, timing, and marketing of the bonds
being sold.

1. Underwriters shall be required to demonstrate sufficient capitalization and experience
related to the debt. The County may engage an underwriter for a negotiated sale of
debt through a competitive process. The utilization of the underwriter for a particular
bond sale will be pursuant to a written underwriting agreement.

2. The selection process for underwriters will require that the selected underwriter have
comprehensive municipal debt experience, experience with diverse financial
structuring requirements, and strong distribution capabilities for municipal securities.
Upon completion of the underwriter’s engagement, the County has the option of
making a new arrangement with any existing underwriter.

F. UNDERWRITERS COUNSEL

County payments for Underwriter’s Counsel in negotiated sales will be authorized on a case
by case basis depending on the nature and complexity of the transaction and the needs
expressed by the Underwriters. If approved, the senior managing Underwriter may select
their Underwriter's Counsel, who will be compensated as an expense item and negotiated as
part of the gross underwriting spread. The County maintains no involvement in selecting
Underwriter's Counsel as the Underwriter bears responsibility for its own counsel.

G. PAYING AGENT
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The BOCC may utilize a Paying Agent on all County indebtedness. The fees and expenses
for servicing outstanding bonds are paid from the appropriate debt service fund unless
specified otherwise by the BOCC.

H. OTHER SERVICE PROVIDERS

The Clerk of Court and Comptroller shall have the authority to select other service providers
periodically (e.g., escrow agents, verification agents, trustees, arbitrage consultants, etc.) as
necessary to meet legal requirements and minimize net County debt costs. These services can
include debt restructuring services and security or escrow purchases. The Clerk may select
firm(s) to provide debt-related financial services without an RFP or RFQ, consistent with
County and State legal requirements.

7. DEBT ISSUANCE PROCESS
A. DEBT AFFORDABILITY MEASURES & ANALYSIS

The County shall examine the following statistical measures to determine debt capacity
before issuing any new debt. These measures shall be compared to the standard municipal
rating agency median for counties of comparable size and historical ratios. At a minimum,
the County shall analyze the following measures:

Debt per Capita;

Debt to personal income;

Debt to taxable property value; and

Debt service payments as a percentage of revenues
Debt service payments as a percentage of expenses
Truth-in-lending report (to compare options)

I e i e

B. BOND AND NOTE SALES

All proposed borrowings require the BOCC’s final approval, including adopting appropriate
Resolutions drafted by Bond Counsel and reviewed by the Debt Management Team. Before
the sale of bonds or notes, the Debt Management Team will identify the source and use of
bond proceeds, Funds, Organization (Org) Codes, Object Codes for deposit of all bond
proceeds, and the Funds and Org Codes for payment of debt service. The preparation of an
appropriate Budget Amendment may also be required. The BOCC shall incur no bonds,
notes, or other forms of indebtedness without the Debt Management Team's review.

C. INVESTMENT OF BOND AND NOTE PROCEEDS

All proceeds of debt incurred by the County, other than conduit debt obligations, held for the
credit of the funds and accounts established in the Resolution shall be invested and reinvested
by the County in Investment Obligations defined in the Resolution as any obligations
permitted by the investment policy adopted by the County pursuant to Section 218.415,
Florida Statutes, as modified, and in which surplus public funds may be invested under the
laws of the State of Florida. Such investments or reinvestments shall maturc or become
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available before the respective dates, as estimated by the County, that the money for such
funds or accounts will be needed.

D. USE OF BOND AND NOTE PROCEEDS

All proceeds shall be used as described in the resolution authorizing the issuance. If funds are
determined not to be needed for the purpose they were issued, such funds shall be transferred
to the debt service fund to be applied to payment or prepayment of the bond or note, unless
otherwise authorized in the issuance resolution.

E. COSTS AND FEES

All costs and fees related to the issuance of bonds, except conduit bonds, are paid out of bond
proceeds unless otherwise determined by the Debt Management Team.

F. METHOD OF SALE

The Debt Management Team will prepare a method of bond sale for BOCC consideration
based on a thorough analysis of the relevant rating, security, structure, and other factors
pertaining to the proposed bond issue. The County's policy is to sell public debt using the
method of sale expected to achieve the best result, considering all short-term and long-term
implications. This analysis and selection will be undertaken with the advice of the Financial
Advisor. Due to the inherent conflict of interest, the BOCC shall not use a broker-dealer or
potential Underwriter to assist in the method of bond sale selection unless that firm has
agreed not to underwrite that transaction. There are two methods to sell bonds.

1. Competitive Sale

In a Competitive Sale, the County conducts all tasks necessary to offer the bonds for
sale and may use the assistance of attorneys, its Financial Advisor, or other
consultants. The bonds are awarded to the Underwriter that has submitted the best
price (i.e., the lowest true interest cost bid). Once the bid is awarded, the bond’s
pricing and major structural aspects are locked in, regardless of the success or failure
of the Underwriter to sell the bonds to investors. In such instances where the County
deems the bids received unsatisfactory, it may, at the election of the BOCC, enter
into negotiation for the sale of the securities.

2. Negotiated Sale

In a Negotiated Sale, the County selects its Underwriters through an RFP process that
appoints a pool of Underwriters for a term of up to five years. From that pool, senior
managing and co-managing Underwriters for individual financings are selected
through a "mini-RFP" process, typically conducted by the Financial Advisor on
behalf of the County, based on their qualifications to manage the particular
transaction under consideration. The Debt Management Team and the Financial
Advisor then evaluate the responses.

The County will employ external consultants to perform all tasks necessary to offer
the bonds for sale within the County's pool of Underwriters. The County's Financial
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Advisor will advise on all aspects of the sale, including selecting the Underwriter.
Bond Counsel and Disclosure Counsel will also be retained.

8. TAX-EXEMPT DEBT POST-ISSUANCE COMPLIANCE GUIDELINES

A. PURPOSE

These post-issuance compliance policies and procedures are intended to guide the County to
facilitate compliance with the federal tax law applicable to the County's outstanding debt
issuances. In the event, these guidelines conflict, in whole or in part, with the Certificate
Relating to Tax, Arbitrage, and Other Matters (the Tax Certificate) or other similar certificate
prepared on behalf of the County in connection with a debt issuance, the terms of the Tax
Certificate shall control. In addition, the County may deviate from these guidelines based on
the advice of Bond Counsel. These guidelines do not apply to conduit issuances of debt by
the County. However, the county encourages the adoption of such guidelines by conduit
borrowers.

B. RESPONSIBILITY OF COUNTY OFFICIALS

Except as otherwise described herein, the Clerk of Court and Comptroller and the County
Manager share primary responsibility for ensuring that the County's outstanding tax-exempt
debt issuances are, and will remain, in compliance with federal tax law. The Clerk and
County Manager will consult with other departments within the County, as well as third-party
professionals (e.g., the County's Bond Counsel, County's Disclosure Counsel, County's
dissemination agent, and arbitrage rebate provider), as needed, to ensure compliance with
such rules, including these guidelines. The Clerk and County Manager will review these
guidelines annually.

C. CLOSING OF DEBT ISSUANCES
1. Tax Certificates

The County's Bond Counsel, with assistance from the Debt Management Team and
other professionals associated with the financing, shall prepare a Tax Certificate in
connection with each debt issuance issued by the County, to be delivered at closing.
The Tax Certificate shall serve as the operative document for establishing the
County's reasonable expectations as of the debt issuance date and provide a summary
of the federal tax rules applicable to such issuance. In consultation with the County's
Bond Counsel, the Debt Management Team will review the Tax Certificate prepared
for each of the County's debt issues before closing the issue.

2. Internal Revenue Service Form 8038-G - Tax-Exempt Bonds

The County's Bond Counsel, with assistance from the Debt Management Team and
other professionals associated with the financing, shall prepare an IRS Form 8038-G,
Information Return for Tax-Exempt Governmental Obligations, or similar form, in
connection with each tax-exempt debt issuance issued by the County, which the Debt
Management Team will review prior to closing. Each IRS Form 8038-G prepared for
a tax-exempt debt issuance will be filed with the IRS no later than the 15th day of the
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second calendar month after the close of the calendar quarter in which the tax-exempt
obligation to which such Form 8038-G relates is issued. The County's Bond Counsel
shall file all Form 8038-Gs with the IRS.

D. USE OF DEBT PROCEEDS
1. Private Use

The County will not knowingly take or permit any action which would cause any of
its outstanding debt issuances to become "private activity bonds.”

Generally, an issue of debt will be considered "private activity bonds" if more than
ten percent of the proceeds of the debt are used directly or indirectly in any trade or
business carried on by a private business user and more than ten percent of the debt
service on the debt is directly or indirectly (1) secured by any interest in property
used or to be used in any trade or business carried on by a private business user or
payments in respect of property used or to be used in any trade or business carried on
by a private business user, or (2) derived from payments made in respect of property
used or to be used in any trade or business carried on by a private business user. The
threshold drops to five percent if the private business use of the debt proceeds is
unrelated to or disproportionate to the governmental use of the debt proceeds.

2. Overview

The County routinely reviews, and will continue to review, third-party uses of its
debt-financed facilities for potential "private business use." The Debt Management
Team shall be responsible for such routine reviews of third-party use. Additionally,
the County will continue to consult regularly with its Bond Counsel regarding the
applicable federal tax limitations imposed on the County's outstanding debt issuances
and whether arrangements with third parties give rise to private business use of the
financed projects.

If the County enters into any arrangement that gives rise to private business use, the
County will consult its Bond Counsel regarding the arrangement and whether such
arrangement impacts the tax-exempt status of the County's outstanding debt, as
applicable. Upon request made by the Clerk or OMB, the County Attorney, in
consultation with Bond Counsel, shall review Service Contracts, leases and
subleases, naming rights agreements, and joint venture and partnership agreements
concerning potential private business use.

The private business use arrangements to be monitored by the County include, but
are not limited to, the following:

a. Management or Other Service Contracts

In the event the County enters into a management contract, service
agreement, operating agreement, or license (a Service Contract) with a third
party, the County will evaluate whether such arrangement results in private
business use. After initial review by the County Attorney, the Debt
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Management Team shall monitor all service contracts that involve the use of
debt-financed property for compliance. If the County enters into a Service
Contract that does not satisfy the safe harbors outlined in Revenue Procedure
2017-13, the County will consult with its Bond Counsel to assess the impact,
if any, that the noncompliant Service Contract has on the tax status of the
County's outstanding debt.

b. Leases and Subleases

After initial review by the County Attorney, the Debt Management Team
shall monitor all leases and subleases that involve the use of debt-financed
property, including such things as the name of the lessee or sub-lessee, the
term of the lease or sublease, the amount of the rent paid by the lessee or sub-
lessee, and the square footage of space used by the lessee or sub-lessee
relative to the square footage of the debt-financed property.

c. Naming Rights Agreements

After initial review by the County Attorney and consultation with Bond
Counsel, the Debt Management Team shall monitor all naming rights
agreements that involve debt-financed property, including the term of the
arrangement and the amount paid by the naming party.

d. Joint Ventures and Partnership Arrangements

After initial review by the County Attorney and consultation with Bond
Counsel, the Debt Management Team shall monitor all joint ventures,
partnerships, or other cooperative agreements that involve the use of debt-
financed property.

3. Sale of Debt-Financed Property

The county's policy is to use debt proceeds to finance property that the County
intends to own for the entire term of the debt issued to finance the projects. Before
selling or otherwise disposing of any debt-financed project for which debt remains
outstanding, the County shall consult with its Bond Counsel to determine the impact,
if any, such sale or disposition would have on the tax status of the County's
outstanding debt.

4. Remedial Actions

The County is aware of the remedial action rules contained in Treasury Regulations
Section 1.141-12, providing the County with the ability, in certain circumstances, to
voluntarily remediate violations of the private business tests or private loan financing
test. Although the County intends that none of its debt issuances will require the
application of the remedial action rules, before taking any action that would cause
one of its outstanding debt issuances to violate the private business tests or private
loan financing test (absent a remedial action), the County shall consult with its Bond
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Counsel regarding the applicability of remedial action rules and the ability to
remediate the impacted debt issuance.

5. Private Loans

Except in connection with the issuance of conduit bonds, the County will not loan the
proceeds of any County debt issuance to a third party, other than governmental units
within the meaning of Section 141 (c) of the Code.

E. ARBITRAGE LIMITATION IMPOSED ON DEBT ISSUANCES
1. Arbitrage Rebate Monitor

The Clerk of Court and Comptroller will continue to retain an arbitrage rebate
monitor to review outstanding debt issuances, unless, in the judgment of the Clerk,
and in compliance with these policies and procedures and the Tax Certificate or other
related documents entered into in connection with a debt issuance, there is no
reasonable prospect of an arbitrage rebate or yield reduction payment liability. If an
arbitrage rebate monitor is retained, the arbitrage rebate monitor will perform
calculations to ascertain whether the County owes an arbitrage rebate payment or
yield reduction payment to the IRS, including whether the debt issuance in question
qualifies for an exception to the arbitrage rebate rules.

2. Yield Restrictions Limitations

Each Tax Certificate or other related documents prepared for the County's debt
issuances shall contain the applicable yield restriction investment limitations,
including the applicable investment limitations imposed on proceeds of the debt
issuance and any temporary periods during which the County may invest proceeds of
the debt issuance at an unrestricted yield.

3. Monitoring Yield Restriction Limitations

The Clerk of Court and Comptroller will ensure that the County complies with the
yield restriction limitations outlined in the Tax Certificate or other related documents
entered into by the County in connection with debt issuance, including any
exceptions to yield restriction described therein.

4. Payment of Arbitrage Rebate and Yield Reduction Liability

In the event the County owes arbitrage rebate or has accrued a yield reduction
payment liability to the IRS, the County will timely submit IRS Form 8038-T,
Arbitrage Rebate Yield Reduction and Penalty in Lieu of Arbitrage Rebate, to be
prepared by the arbitrage rebate monitor, together with payment in the amount equal
to the arbitrage rebate or yield reduction payment liability calculated by the arbitrage
rebate monitor per the Tax Certificate or other related documents related to such debt
issue.
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Within sixty (60) days after each installment computation date, the County will cause
to be paid to the IRS at least ninety percent of the amount of arbitrage rebate and
yield reduction payment liability owed. Within sixty days after the final installment
computation date, the County will cause to be paid to the IRS one-hundred percent of
the amount of arbitrage rebate and yield reduction payment liability owed.

5. Expenditure of Tax-Exempt Debt Proceeds

It is the policy of the County to expend debt proceeds as promptly and diligently as
possible within the confines of these policies and procedures and the Tax Certificate
or other related documents entered into by the County in connection with a particular
debt issuance. For these purposes, it is the County's policy generally not to finance
projects using the proceeds of debt for which the County expects that the debt
proceeds will not be entirely spent within three years of the date of issue of the debt.

6. Arbitrage Rebate Exceptions

Each Tax Certificate or other related documents prepared for the County's debt
issuances shall contain the arbitrage rebate exception(s) applicable to the debt
issuance and which arbitrage rebate exceptions(s) will be applied (by the rebate
monitor) in assessing whether the County owes arbitrage rebate.

7. Verification Agent

The County will retain a third-party verification agent for each of its advance
refunding bond issues. The County may waive the requirement for a verification
agent if no escrow securities are purchased and the escrow is gross funded. The
verification agent will verify the arbitrage yield on the tax-exempt debt issuance, the
arbitrage yield on the investments acquired as part of the refunding escrow
established using gross proceeds of the debt issuance, and the sufficiency of the
refunding escrow.

8. Establishment of Refunding Escrows and Trustee Responsibilities

The County will deposit debt proceeds and any other amounts to be used to advance
refund County debt into one or more separate escrow trust accounts established with
the trustee or escrow agent selected for the transaction.

Working with the Bond Counsel, and in accordance with the documentation prepared
for the refunding transaction, the County will impose primary responsibility for
initiating actions required to be taken concerning the refunding escrow (including the
reinvestment of amounts within the escrow and disbursing funds from the escrow) on
the trustee or escrow agent. In the event of an omission on the part of the trustee or
escrow agent, an error in the documentation or procedures establishing the escrow, or
investment to be acquired as part of the refunding escrow is not available for
purchase, the Debt Management Team will timely consult with the Bond Counsel, as
applicable, to determine the impact, if any, on the status of the bond issue and actions
to be undertaken by the County to ensure the continuing status of the obligations.
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9. Acquiring Investments for Refunding Escrows

It is the policy of the County to maximize the investment return on all investments
acquired with bond proceeds and to acquire such investments at fair market value.

In the event the County chooses to fund an advance refunding escrow using securities
purchased on the open market, the County will, if possible, solicit bids from
providers of qualifying securities in accordance with the limitations described in the
"3-Bid" safe harbors outlined in Treasury Regulations Section 1.148-5( d)(6).

10. Interest Rate Hedges

Through the Debt Management Team, the county will engage a third-party Financial
Advisor for all interest rate hedges entered into by the County, irrespective of
whether any such hedge is acquired through a direct negotiation with the provider or
procured through a bidding process. In all cases, the County will obtain appropriate
certifications from its Financial Advisor and/or the provider to establish the product's
fair market value. The County will consult with its Bond Counsel concerning all
interest rate hedging transactions related to an outstanding or prospective debt
issuance before the date on which the interest rate hedging transaction is entered.

F. ACCOUNTING FOR DEBT PROCEEDS
I. General
Except as otherwise described below and in the Tax Certificate entered into by the
County in connection with a debt issuance, it is the county's policy to consistently
apply a generally accepted method of accounting for allocating its debt proceeds.

2. Investment Proceeds

Proceeds of the County's capital borrowings shall be accounted for in a separate fund
or account. All proceeds shall be invested at the direction of the Clerk of Court and
Comptroller per the County's investment policy adopted by the BOCC.

3. Expenditure of Debt Proceeds on Capital Projects

The respective responsible department will initially review and approve invoices
related to the debt-financed expenditures and forward them to OMB and the Clerk for
subsequent review and approval of invoices to cause payment to be made. All
invoices and records of payment shall be retained by the County per the proceeding
section G, "Recordkeeping,”" found below.

The County shall maintain an active ledger, updated with each payment of an
expenditure from debt proceeds that shows:

a. The name and date of the debt issue to which the proceeds relate,
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b. The projects financed with the proceeds of the issue,
¢. The authorized amount of proceeds used to finance each project,

d. The amount of proceeds of the debt issuance used to date to finance each
project,

e. The amount of unspent proceeds of the debt issuance to be used to finance
each project, and

f. The date on which the debt proceeds related to each project were fully
expended.

G. RECORDKEEPING
1. General

The County is aware of its ongoing recordkeeping responsibilities associated with its
debt issuances. Each Tax Certificate prepared on behalf of the County (for a debt
issuance) shall describe records to be maintained by or on behalf of the County and
the time such records must be maintained.

2. Means of Maintaining Records

The County shall maintain all records required as described in this section in a
manner consistent with State Record Law. These records will be stored in paper or
electronic form (e.g., CD, drives, disks) either internally or through the dissemination
agent. It is the policy of the County to maintain as much of its records electronically
as feasible.

3. Transcript and Use of Debt Proceeds

The County shall maintain, or cause to be maintained, all records relating to the tax-
exempt status of its tax-exempt debt issuances and the qualification of County debt
and the representations, certifications, and covenants outlined in its respective Tax
Certificates. Records shall be held until three (3) years after the last outstanding
obligation of the issue to which such records and related Tax Certificates have been
retired. These records include, but are not limited to, the following:

a. Basic records and documents relating to the obligations (including the
transcript, which shall include, among other records, the Tax Certificate, IRS
Form 8038-G or 8038-8, verification report, authorizing resolution(s), trust
indenture, loan agreement, record of public approval, and the opinion of
Bond Counsel);

b. Documentation evidencing the expenditure of debt proceeds;
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c. Documentation evidencing interest paid by the County (for which refundable
credits are claimed) and all IRS Form 8038-CPs submitted on behalf of the
County;

d. Documentation evidencing the use of debt-financed projects by public and
private sources, including copies of all arrangements described in Part 8
Section D of these policies and procedures;

e. Documentation evidencing all sources of payment or security for the debt
issuance; and

f. Documentation pertaining to any investment of debt proceeds (i.e., the
purchase and sale of securities, yield calculations for each class of
investments, actual investment income received from the investment of
proceeds, guaranteed investment contracts, and rebate calculations).

4. Arbitrage Rebate and Yield Reduction Payment Records

The County shall maintain all records of arbitrage rebate payment and yield reduction
payment calculations performed by the arbitrage rebate monitor (irrespective of
whether the County owed any amount to the IRS), and records related to any
arbitrage rebate payments or yield reduction payments made to the IRS, including the
calculations performed by the arbitrage rebate monitor substantiating such payments,
together with the IRS Form 8038-T, Arbitrage Rebate, Yield Reduction, and Penalty
in Lieu of Arbitrage Rebate, that accompanied all such payments, until the date three
years after the last outstanding obligation of the issue to which such records and
related rebate payments have been retired.

5. Overpayment of Arbitrage Rebate Records

The County shall maintain all records of arbitrage rebate payments or yield reduction
payments, including calculations performed by the arbitrage rebate monitor, together
with the IRS Form 8038-R Request for Recovery of Overpayments Under Arbitrage
Rebate Provisions that accompanied the request for recovery of such overpayment.
These records shall be maintained until the date three (3) years after the last
outstanding obligation of the issue to which such records and related rebate
overpayments have been retired.

6. Other Records

The County will also maintain the following records, to the extent applicable to a
particular debt offering, until the date three (3) years after the last outstanding
obligation of the issue to which such relates have been retired:

a. Minutes and resolutions authorizing the issuance of, or the reimbursement of
expenditures using proceeds of, the financing,

b. Appraisals, demand surveys, and feasibility studies related to debt-financed
or refinanced property,
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¢. Documentation relating to any third-party funding for a project to which debt
proceeds will be applied (including government grants),

d. Records of any IRS audit, compliance check, or other IRS inquiry related to
debt,

7. Applicability of Recordkeeping Requirement in the Event of a Refunding

In the event the County issues debt to retire County debt, the County shall maintain
all records described in this section with respect to the refunded debt until the date
that is three (3) years after the last outstanding obligation of the issue, the proceeds of
which were used to retire the refunded debt have been retired.

9. CONTINUING DISCLOSURE OBLIGATIONS GUIDELINES

The County will provide continuing disclosure, such as annual financial information and material
event notices, pursuant to a continuing disclosure agreement or similar document (the Continuing
Disclosure Document) prepared by Disclosure Counsel and made a part of the transcript with
respect to each issue of bonds of the County that is subject to such continuing disclosure
requirements. The continuing disclosure obligations of the County are governed by the
Continuing Disclosure Agreements (CDAs). The Clerk is primarily responsible for such
continuing disclosure obligations and monitoring compliance with such obligations. The Clerk
files all continuing disclosure obligations through its dissemination agent.

A. RESPONSIBILITY OF COUNTY OFFICIALS

Generally, publicly offered bonds issued by state and local governments are subject to
ongoing monitoring and reporting with respect to federal disclosure requirements pursuant to
their CDAs, as well as compliance with federal tax requirements specifically related to tax-
exempt bonds. In addition to federal securities and tax requirements, issuers may face a
variety of other compliance obligations, such as bond indenture requirements, state and local
law, and policy requirements.

Comprehensive post-issuance compliance consists of policies and procedures designed to
assist an issuer of bonds in complying with all relevant requirements that apply to each series
of bonds from the date they are issued until the bonds are no longer "outstanding."

Market disclosure, in general, is subject to the anti-fraud rules under the federal securities
laws. Disclosures by issuers are generally made in three contexts: (1) primary market
disclosure through offering documents prepared for primary offerings of securities; (2)
secondary market disclosures prepared in compliance with undertakings under The Rule; and
(3) releases and/or statements by the issuer and its officials that are reasonably expected to
reach investors and the trading markets, such as communications through investor websites,
press releases or other public responses.
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The County shall engage Disclosure Counsel to advise on disclosure obligations and
requirements under the federal securities laws.

B. PRINCIPLES

1. Everyone involved in the County disclosure process should be encouraged to raise
potential disclosure items at all times in the process.

2. Everyone should be encouraged to raise issues to the next level of the review chain.

3. While care should be taken not to shortcut or eliminate any steps outlined in these
guidelines on an ad hoc basis, they are a continuing process, and recommendations
for improvement should be solicited and regularly considered.

4. The process of primary disclosure should not be viewed as a mechanical insertion of
current information and data. Everyone involved in the preparation of official
statements should consider the need for revisions in the form and content of the
sections for which they are responsible at the time of each update.

5. Care should be taken that information produced and maintained for public
consumption, which may be relied upon by an investor to make an investment
decision, is accurate as of its publication date.

6. If you are not sure if it is material or not, err on the side of concluding that it is
material.

7. Prior to undertaking any voluntary continuing disclosure filings, the County should
first consult with its Disclosure Counsel. If it is determined to be beneficial to
undertake a voluntary continuing disclosure filing, the County should be consistent in
its filings. Such voluntary filings can also be subject to federal securities law liability.
Any voluntary continuing disclosure filings should contain no material omissions or
misstatements,

8. Consideration should be made, based on consultation with Disclosure Counsel, as to
whether a public statement by a County official or the response by the County to an
investor inquiry (e.g., a question from one of the County's bondholders) may be
material enough to merit a voluntary Electronic Municipal Market Access (EMMA).

C. POLICIES
1. Preparation of Annual Continuing Disclosure Filing

Each year, the Clerk shall review the County's annual filing requirements in each
active continuing disclosure undertaking to determine at financial information and
operating data must be updated and filed and when such filings should be submitted.
The Clerk shall comply with the annual filing requirements of all such undertakings.
The preparation process shall be the same as the preparation of Official Statements.
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The Clerk of Court and Comptroller’s Office may employ the services of an outside
dissemination agent to assist with the foregoing responsibilities.

2. Monitoring Events Which May Trigger Continuing Disclosure Filing

Periodically, the Clerk shall review the list of enumerated events in each active
continuing disclosure undertaking to maintain awareness of the circumstances that
may trigger a filing obligation, including the time frame such a filing would be
required to be made. The Clerk’s office shall use their best efforts to comply with the
ongoing filing requirements of all such undertakings. Two enumerated events will be
included in Continuing Disclosure Agreements made upon the issuance of public
offerings that close on or after February 27, 2019. Those enumerated events include
the following:

a. The incurrence of a financial obligation of the issuer or obligated person, if
material (a new obligation event), or agreement to covenants, events of
default, remedies, priority rights, or other similar terms of a financial
obligation of the issuer or obligated person, any of which affect security
holders, if material (a revised obligation event), and

b. Default, event of acceleration, termination event, modification of terms, or
other similar events under the terms of the financial obligation of the issuer
or obligated person, any of which reflect financial difficulties (a financial
distress event). (Note the lack of a materiality standard in this section (b)
compared to section (a) above.)

3. Materiality, Financial Obligations, and Financial Difficulties

Certain enumerated events in The Rule require a materiality determination to be
made by the County. When making a determination of materiality, the Clerk’s Office
should ask whether the information would be important to a reasonable investor (for
example, consider what is pledged, what is the priority, what is the size of the
borrowing relative to the County's budget, what events of defaults were granted, what
remedies were granted, etc.). The Clerk should also consult Disclosure Counsel.

In addition to monitoring the list of reportable events, the Clerk should do the
following:

a. Inventory all existing financial obligations and planned borrowings on a
spreadsheet as a living and breathing document, as outlined below,

b. Monitor debt issuance plans and such financial obligations on an ongoing
basis for any of the reportable events described in Section (9) C(2) of this
document and, if any such event occurs, to ensure the filing of a notice on
EMMA of such within ten (10) business days of the occurrence of such
event.

The Clerk should consult with the ongoing Disclosure Counsel in preparing for and
executing this responsibility. Material failures to timely comply with Continuing
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Disclosure Agreements must be disclosed in official statements for five years
following non-compliance. Having a dissemination agent alone is not enough
because it is the Clerk’s office, not the dissemination agent, which first obtains
knowledge that one of these events has occurred. A dissemination agent is generally
not tasked with monitoring the issuer's debt plans and financial obligations on an
ongoing basis to determine if a new obligation event occurs, a revised obligation
occurs, or a financial distress event occurs. For example, they are often not on a
distribution list for an upcoming bank loan,

Examples of a financial obligation (i.e., a new obligation event) include, but are not
limited to, a debt obligation, a bank loan, the closing date of a drawdown line of
credit, initial establishment of a new commercial paper program, a forward interest
rate swap, a cap, a collar, a traditional interest rate swap, a derivative, a guarantee, an
inter-local funding agreement, an equipment lease financing that is like a borrowing
(e.g., a bank-affiliated leasing company is involved in addition to the equipment
vendor), a certificate of participation, a subject to annual appropriation financial
obligation, etc.

An example of "revised obligation event” includes that the covenants in a private
placement or loan agreement may be changed because of improvements to the
issuer's financial condition or if the parties wish to restructure the loan for other
reasons. It is not necessary that a revised obligation event reflect financial
difficulties. Another example would be substituting existing security with stronger
security with the consent of the lender for non-financial reasons, which has nothing
to do with financial difficulties and would be considered a revised obligation event.

D. VOLUNTARY CLOSING AGREEMENT

The County is aware of its ability, under IRS Notice 2008-31, to request a voluntary closing
agreement with the IRS to correct failures on the part of the County to comply with the
federal tax rules related to tax-exempt debt issuances.

E. CONTINUING EDUCATION

The County will regularly consult with its Bond Counsel regarding the federal tax rules
applicable to its outstanding debt and changes to the federal tax law. It shall regularly update
these policies and procedures to reflect any changes.

The Debt Management Team shall undertake a reasonable amount of continuing education
annually. Continuing education includes, but is not limited to, consulting with outside
professionals, participation in conferences, reading informational updates from governmental
resources and professional organizations, and attending webinars through the dissemination
agent or others,



