


Comparison of total general obligation debt and related debt service to the City's affordability
guidelines

The City's affordability guidelines regarding its Debt and Financial Policies are formalized in
Resolution 06-222, introduced on June 16, 2006 (attached to this transmittal). The most
important guidelines for the Project, “which may be suspended for emergency purposes or
because of unusual circumstances”, are as follows:

Affordability Guideline III.G.1: Debt service for general obligation bonds including self-
supported bonds as a percentage of the City's total Operating budget, including enterprise and
special revenue funds, should not exceed 20 percent.

Affordability Guideline III.G.2: Debt service on direct debt, excluding self-supported bonds,
as a percentage of General Fund revenues should not exceed 20 percent.

As stated in the Financial Plan, the Project benefits from a dedicated source of funding from the
General Excise and Use Tax (GET). The proceeds from this source are deposited into the City’s
Transit Fund. As such, the bonds issued for the Project are assumed to be self-supported
(supported by revenues from funds other than the General Fund). Therefore, the affordability
guideline III.G.1 mentioned above represents the relevant and most restrictive debt test for the
Project.

The City’'s 6-year operating budget is available from the latest proposed operating budget for
FY2010.1_The forecast was extrapolated to FY2023 (the last year of repayment of the Project’s
debt) using the average annual growth rate assumed between FY2010 and FY2015, which is
equal to approximately 5.4% per year.

The City's debt service schedule through FY2015 was obtained from the City’s Department of
Budget and Fiscal Services for GO bonds including self-supported bonds. The forecast was
extrapolated beyond FY2015 by assuming that the average annual debt service between FY2010
and FY2015 would be incurred from FY2016 through FY2023.

The chart below shows the result from the debt test corresponding to affordability guideline #1
that computes the ratio between projected debt service payment for GO bonds and self-
supported debt to the City’s operating budget. As shown in the chart, the ratio (left axis) is
expected to remain under 20% through FY2023, the last year of debt service repayment for the
Project. The chart also shows the annual projected debt service payment on City GO bonds
including self-supported bonds with the long-term debt related to the Project shown separately
(right axis).
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