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SUBJECT: Funding the City's Deferred Capital Asset Maintenance Bacltlog 

Overview 

This me~norandum addresses (1) the obligation of the City to provide for public services and 

public worlts, including infrastsucture, (2) good practice guidelines for maintenance of 

infkastructme and other capital assets, (3) the current backlog of the City's deferred capital asset 

maintenance projects, and (4) options to fund the required capital investments. 

City Charter 

Charter Section 26.1 provides that it is the "obligation and responsibility of the City of San 

Diego to provide public works services, water services, building inspection services, public 

health services, park and recreation services, library services and other such services as may be 

desired." The services specified in Section 26. i require significant capital assets and an essential 

component of providing these services is the regular maintenance of those capital assets. 

Infrastructure is a co~iiponent of capital assets. Accounting literature defines capital assets as 
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land, improveinents to land, easements, buildings, building improvements, vehicles, machinery, 

equipment, infrastructure, and all other tangible or intangible assets that are used in operations 

and that have initial useful lives extending beyond a year. Infrastructure refers to those long- 

lived capital assets that normally are stationary in nature. Unlike other capital assets, 

infrastructure is intended to exist indefinitely.' Examples of infrastlucture assets include roads, 

bridges, drainage systems, water and sewer systems, dams, and lighting systems. If the City does 

not h n d  necessary maintenance, the condition of the City's capital assets is degraded, the useful 

life of its infrastructure is reduced and the cost of maintaining or replacing capital assets is 

increased. 

Good Practice GuideIiytes 

The GFOA recently approved recommended practices for municipal govemnents regarding 

capital asset maintenance and replacement planning2 [GFOA Recommendations]. The GFOA 

Recommendations are worthy of City consideration and are as follows: 

o Develop and maintain a complete inventory of capital assets which includes such 
information as engineering description, location, physical dimensions and condition, "as- 
built" documents, warsanties, maintenance history, book value and replacement cost. 

@ Develop a policy requiring the periodic measurement of all existing capital assets. 

@Y Establish condition/functional performance standards to be maintained for each 
component of capital assets. 

~ Develop financing priorities for capital maintenance/replacement which encourage a high 
priority for those capital projects whose goal is maintaining the quality of existing assets. 

1 Governmental Accounting, Auditing, and Financial Reporting, GFOA 

2 Capital Maintenance and Replacement (2007), GFOA 
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a Allocate sufficient funds in the multi-year capital plan and annual operations budget for 
routine maintenance, repair and replacement of capital assets in order to extend the useful 
life of assets. 

Q Report annually on capital infrastructure including the following: 

a) Condition ratings City-wide 
b) Condition ratings by geographical area, asset class, and other relevant factors 
c) Indirect condition data (e.g., water main breaks, customer complaints) 
d) Replacement life cycle(s) by infrastructure type 
e) Year to year changes in net infrastructure asset values 
f) Actual expenditures and performance data on capital maintenance compared to 

budgeted expenditures performance data 

Q Report trends in infrastructure spending and acconiplishments in the City's capital 
improvement program including trends in spending, replacement cycle, and other factors 
for each major infrastructure category. 

The GFOA Recommendations, if implemented by the City, would serve several important 

functions, including assisting the City to comply with its obligations under Section 26.1 of the 

Charter. Not least, the GFOA Recommendations would assist the City in providing adequate 

annual budgeting for the regular maintenance of the City's capital assets, which would ensure 

that the City does not neglect its capital asset maintenance requirements in the future, thereby 

reducing the cost of maintaining or replacing City capital assets. If the City were to implement 

the GFOA recommendations, the City would be better able to assess which ongoing needs are 

regular maintenance that require annual pay-as-you-go funding and which obligations are capital 

in nature and therefore are appropriate for longer term financing. The City's deferred capital 

asset maintenance is estimated by the h4ayor3 to be in excess of $800 million and the City must 

consider ways and means to address this backlog in order to fulfill its Charter obligations. A 

commitment now to adequately fund capital asset maintenance and replaceinent will end the 

Mayor's Five Year Financial Outlook: 2009-2013. 
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practice of pushing maintenance into future years and help to extend the useful life of City 

capital assets. 

Deferred Main tenan ce Piaojects 

It is a testament to the state of the City's capital asset monitoring program that the City does not 

have firm numbers on the extent of its deferred capital asset ~naintenance backlog. It would be 

prudent for the City to initiate a comprehensive capital asset maintenance and replacement 

program in accordance with the GFOA Recolnmendations so the City can begin to address the 

backlog and to ensure that the City will be able to meet its obligations in the future. The quality 

and availability of the City's capital assets are essential to the health, safety, economic 

developinent and quality of life of the City and its residents. As noted above, the City has not 

met its obligation imposed by Chaster Section 26.1 to maintain the City's assets over the long 

term, which has caused the City's capita1 assets to deteriorate further and faster than they 

otherwise would have. Acting now to address deferred capital maintenance and bring the City's 

capital assets back to an appropriate standard is only one colnponent of the City's ongoing 

obligations. 

Additionally, the City should not undertake any new capital improvement projects requiring 

general fund contributions without addressing the City's deferred maintenance backlog. The 

current practice of constructing new capital projects without providing for this maintenance is 

analogous to a person buying new shirts instead of laundering the old ones. The Mayor's 

proposed Fiscal Year 2009 budget identifies $7.6 billion in capital improvement projects through 

fiscal year 2019, which includes continuing, new and future projects, the majority of which are 
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general fund projects. Much of this is unfunded. Again, before undertaking any new, 

discretionary projects, it would be legally prudent for the City to develop a plan to address its 

under-funded deferred capital asset maintenance. 

Structural Deficit 

Although the City is required to fund regular maintenance on a pay-as-you-go basis the City's 

structural deficit is an impediment to such funding. The structural deficit faced by the City is a 

result of the City's practice of increasing future liabilities without corresponding increases to 

revenue. Such deficits are considered to be structural because they exist even when a local 

economy is vibrant and they can only be addressed by explicit, direct government policies: either 

increasing revenues or decreasing expenditures. The City's structural deficit exists, in Iarge part, 

because of the voluntary creation of unfunded liabilities without corresponding revenue 

increases, such as the debt associated with Qualcomm Stadium, Petco Park, and the Convention 

Center, and the granting of additional pension and retiree healthcare benefits. As an example, 

the City's pension and retire healthcare contribution increased from $39 million in fiscal year 

1999 to $212 million in fiscal year 2009. Similarly, in fiscal year 2009, the debt service on 

Qualco~nm Stadium, Petco Park, and the Convention Center will be approxiinately $3 1 million. 

In short, the City created $243 inillion in additional liabilities with no additional funding sources 

to pay for these liabilities. The following table shows the difference between the City's annual 
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cost for these liabilities in Fiscal Years 1999 and 2009 as well as the total liabilities: 

Annual Payments Amount 
Description FYI999 FY2009 Outstanding 

Pension Contribution $30 million $162 million $1 billion 
Retiree Healthcare $9 millio~l $50 million $1 billion 
Qualcomm Stadium $6 millioli $6 million $58 million 
Petco Park $0 $1 1 millio~l $153 million 
Convention Center $0 $14 million $173 million 

At the same time, the City has ignored certain liabilities, such as those imposed by Charter 

Section 26.1, which are mandatory in nature. Charter Section 99 requires the City to fund 

regular maintenance fkom current year revenues but the City's regular, as opposed to capital, 

maintenance obligations are so extensive that the City does not have sufficient annual revenues 

to fund this regular maintenance. If the City were able to reduce some of its larger liabilities by 

reducing its pension and retiree healthcare obligations or shifting the debt burderi of Qualcozi~~n 

Stadium, Petco Park, and tlie Convention Center to the Redevelopment Agency or the Centre 

City Development Corporation, the City might be able to adequately fund a capital asset 

maintenance and replaceinent program going forward. However, because of the size of the 

City's deferred capital asset mai~itenance backlog, it would be prudent for the City to consider 

debt financing for some portion of its deferred capital ~naintenance obligations. 

Funding bbptit'ons 

The City may contract bonded indebtedness where the cost of constructing ~nunicipal 

iinproveinents exceeds the City's ordinary annual income. However, the City may not incur any 

debt for any purpose that exceeds the City's annual income and revenue for such year without a 
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vote of the citizens of the City. Under Charter Section 99, the City cannot incur long-term 

indebtedness without voter approval and Charter Section 90 requires a two-thirds vote for 

bonded indebtedness. Article XVI, Section 18 of the California Constitution contains a similar 

p ro~is ion .~  Consequently, in order for the City to issue debt and spend funds in excess of the 

City's annual revenues it is necessary for the City Council to place a ballot measure before the 

voters; the next election in the City is in November 2008. 

Gelzeir.al Obligation Bonds 

The City may, upon voter approval, issue general obligation bonds to finance the acquisition, 

construction or coinpletion of any municipal improvement.' As discussed above, such projects 

 nus st be capital in nature and the City may not use general obligation bonds to fund ordinary 

maintenance. (An analysis of the federal tax law requirements, prepared by Bond Counsel for 

the proposed deferred ~nai~itenance financing, is attached as Attachinent A.) The process the 

City must folIow in order to issue general obligation bonds is as foliows: 1) the City Council 

must pass an ordinance or resolution by a vote of five members of the Council detennining that 

the public interest or necessity demands such improve~nents; 2) at a subsequent ~neeting the City 

Council must adopt a11 ordinance by a two-thirds vote which places the bond proposition 

specifying the bond a~nount and the purposes of the bonds on the ballot; 3) the proposed bond 

measure must be approved by a two-thirds vote of the citizens; and 4) the City Council lnust pass 

kalifornia Courts have recognized thee  exceptions to the constitutional debt limit but, in the opinion of the City 
Attorney, none of these exceptioiis would apply under these circumstances. 

5 The projects to be funded by the Mayor's proposed $108 million deferred maintenance financing, which the City 
Attorney believes is not valid without a vote of the citizens, could be i~icluded in a general obligation bond 
financing, assuming they are capital in nature. 
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a resolution specifying the terms under which the bonds will be issued. A sample ordinance 

placing a bond measure on the November ballot is attached hereto as Attachment B. 

The City has significant, Charter-mandated capital asset lnaintenance requirements that have not 

been adequately funded in the past. Moreover, the City does not have an adequate system, such 

as that reco~mended by the GFOA, to inonitor its capital asset maintenance and replacement 

requirements. As a result, the City has a substantial backlog of capital asset maintenance. The 

City also has a structural deficit and does not have adequate general fund revenue to pay for the 

required capital asset maintenance out of current-year revenues. The City may issue debt in 

order to fund eligible capital asset maintenance and replacement projects but any such debt 

issuance would require a vote of the citizens. The City should implement a variety of capital 

~naintenance and replacement policies to better manage its capital assets in the future. Finally, 

the City needs to address its deferred capital maintenance projects before imple~nenting any new, 

discretionary capital projects. 

MICHAEL J. AGUZRRE, City Attorney 

City Attorney 
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This me~norandum sets forth certain of the principal federal tax law 

requirements that are applicable to an infrastructure financing, whether structured as a 

lease-leaseback financing or a general obligation bond financing pursuant to a two-thirds 

approving vote of the electorate. 

Governmental Bonds. Federal tax law allows State and local 

governments (such as, the City of San Diego) to issue bonds that provide investors with 

interest income that is exempt from federal income tax. As a result, State and local 

governments can finance projects at lower interest rates because investors are willing to 

accept lower interest rates to obtain tax-exempt income. Tax-exempt bonds are issued to 

finance public-purpose projects, such as schools and roads, and quasi-public purpose 

projects, such as bonds issued on behalf of nonprofit charitable organizations and private 

for-profit organizations if the bond proceeds are used for certain specified activities. 

Tax-exempt bonds in which ninety percent or more of the proceeds are used by 

govem~ental  entities are refesred to as "govei-~imentzl bonds." ""P-ivate activity bonds" 

are bond issues in which either (i) more than ten percent of the proceeds are used by 

nongovemental private entities and more than ten percent of the principal or interest is 

directly or indirectly paid fiom, or secured by, revenues from private trades or businesses, 

or (ii) more than five percent of the bond proceeds or $5 million is used for loans to 

private persons. The interest on private activity bonds may nevertheless be tax-exe~npt if 
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such bonds comply with various federal tax restrictions and limitations and the proceeds 

of such bonds are used for certain activities specified in the Tax Code.' 

The purpose of the City's proposed bond financing is to benefit the City 

(including related agencies and departments) and members of the general public. The 

bond proceeds are to be used by the City to finance various improvements to capital 

infrastructure owned and operated thereby. The security for the payment of debt service 

with respect to the proposed bond financing (i.e., the lease obligations) is general 

revenues of the City. The bond proceeds are not being loaned to or used by any private 

business. As such, the proposed bond financing will be treated for federal tax purposes 

as an issue of tax-exempt governmental bonds. 

Since the proposed bond financing will not be treated for federal tax 

purposes as an issue of private activity bonds, none of the many rules applicable to 

private activity bonds (e.g., use of facilities financed, volume cap, public approval, 

issuance cost limitations, bond maturity limitation, alternative minimum tax, prohibition 

on acquisition of existing property, etc.) will apply to this fina~cing. 

Arbitrage limitation and rebate rules apply to all tax-exempt bond 

financings (i.e., both governmental bonds and private activity bonds) and primarily relate 

1 Interest on private activity bonds is tax exempt if and only if the bonds are "qualified bonds." Private 
activity bonds are treated as qualified bonds if 95% or more of the net proceeds (i.e., proceeds less 
amounts used to finance a reasonably required reserve) are used to finance certain types of loans or 
facilities (including other property functionally related and subordinate thereto) and the bonds meet 
several tax restrictions such as limitations on overall volume, bond maturity and public approval 
requirenients. Qualified pnvate activity bonds include the following types of obligations: exempt 
facility bonds (wh~ch include private activity bonds issued to finance multi family residential rental 
property), qualified mortgage bonds, qualified small issue bonds and various other bonds issued for 
purposes of financing loans to students or to nonprofit charitable organizations. The federal tax rules 
and restrictions relating to the permissible uses of the proceeds of qualified private activity bonds and 
the types of facilities which may be financed thereby are beyond the scope of this memorandum. 
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to the limitations on the investment and expenditure of the bond proceeds. Thus, for 

example, federal tax law restricts the amount of arbitrage profits that may be earned and 

requires certain amounts to be paid to the federal government as "arbitrage rebate." 

Governmental bonds issued by the City, however, may satisfy the six-month exception, 

the eighteen-month expenditure exception or two-year expenditure exception to the 

arbitrage rebate requirements (depending on the purpose and schedule of the expenditures 

made with the bond proceeds). 

Capital Expenditures. The proceeds of the financing can be used to 

finance either capital expenditures or working capital expenditures (operating expenses). 

Generally, proceeds may be spent only on capital costs of facilities (and common costs of 

the financing, such as costs of issuance and a reserve fund). Once bond proceeds are 

allocated to an expenditure, the use and nature of any facility or i~nprove~nent paid for 

with the bond proceeds is tracked for private activity bond purposes. If the purpose of 

the bond issue is to finance working capital expenditures, the Treasury Remlations 

provide that bond proceeds are spent only at times in which the issuer has no other 

moneys on hand available to cover those working capital expenses.? The proposed 

financing is to be used to finance only capital. See Hawkins Memo, footnote 1 

2 The general arbitrage rule is that proceeds used to finance working capital expenditures are spent only 
after there are no otlzer ren~ainilzg "available amounts." Treas. Reg. $1.148-6(d)(3). This rule is 
generally referred to as the "proceeds-spent-last rule" and results in a substantial limitation on the 
ability to spend working capital as the amounts borrowed (including the investment earnings thereon) 
may not be considered spent unless the issuer actually experiences a cash flow deficit within the 
requisite time frame. By contrast, proceeds may be allocated to capital expenditures using "any 
reasonable, consistently applied rnetlzods, including proceeds-spent-first." Treas. Reg. 5 1.148-6(d)(l). 
The regulations provide a series of exceptions to the "proceeds-spent-last" rule for de minimis capital 
expenditures, extraordinary items, and the payment of principal and interest on prior issues (i.e.,  
refandings). If any of these exceptions apply, the issuer may allocate bond proceeds to the 
expenditures even if other moneys would be "available" to make the expenditure. 
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Working capital is defined under the Treasuly Regulations as "any 

expenditure that is not a capital e~penditure."~ The Treasury Regulations note that 

tun-ent operating expenses generally are not capital expenditures. A "capital 

expenditure" is any cost of a type that, under general federal income tax principles, is 

properly chargeable to a capital account or would be so chargeable with a proper election. 

Examples include costs to acquire, construct, or improve land, buildings, and equipment. 

The regulations also state that whether an expenditure is a capital expenditure is 

determined at the time the expenditure is paid and that hture changes in law do not affect 

that detenninati~n.~ 

Other Replacement Proceeds. Even though bond proceeds may be spent 

for working capital purposes, either under the proceeds-spent-last rule or under one of the 

exceptions described above, replacement proceeds may arise with respect to the working 

capital financing under Treas. Reg. 5 1.148- 1 (c)(4), which is the other replacelnent 

proceeds or "'ORPs9' rule. Essentially, this rule provides that, if an issuer has available 

amounts during the term of the issue, those available amounts will be treated as ORPs of 

the issue if the term of the issue is longer than is reasonably necessary for the 

govern~nental purposes of the issue. If this rule applies, the replacement proceeds are 

Treas. Reg. $1.150-l(b). 

4 Code Sectiolzs 263 and 263A and the regulations and rulings thereunder provide some guidance as to 
general federal tax principles relating to capitalization of costs. In general, a capital asset must have a 
usehl life in excess of one year. Often courts also have looked to whether a separate, identifiable asset 
is created to determine whether costs are capital costs, but the Supreme Coust in INDOPCO v. United 
States, 503 U.S. 79 (1992), specifically stated that the creation or eilhallcemeiit of a separate and 
distinct asset is not an exclusive test for identifying a capital asset. The regulations under Code 
Sectioii 263 also list a number of sectioils of the Code that allow costs that might othenvise be 
deducted to be capitalized or that allow costs that might otherwise be capitalized to be deducted. 
These include, i~liportantly, carrying costs under Section 266, which include interest costs during 
constsuction, or so-called "capitalized interest." Because the regulations under Code Sections 148 and 
150 treat costs that are capitalizable as capital costs, true capitalized interest is treated as a capital cost 
and not as working capital. 
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created at the beginning of each fiscal year in which the issue is outstanding longer than 

necessary in an amount equal to the available amounts at the beginning of that year. 

Whether bonds remain outstanding longer than necessary to accomplish 

the governmental purpose is determined under Treas. Reg. 5 1.148-1 0. Treas. Reg. 

§ 1.148-1 0(a)(4) provides that one factor indicating bonds have been issued prematurely 

or remain outstanding too long is failure to qualify for a temporary period under Treas. 

Reg. 0 1.148-2(e)(2) (three-year temporary period for capital projects, which includes 

working capital expenditures to which the Treas. Reg. § 1.148-6(d)(3)(ii)(A) i-ules appl y), 

Treas. Reg. $1.148-2(e)(3) (13-month temporary period for "restricted working capital 

expenditures", which means all working capital expenditures subject to the proceeds- 

spent-last rule), and Treas. Reg. § 1.148-2(e)(4) (six-month teinporary period for pooled 

financings). Treas. Reg. 5 1 .148- 10 also provides that one factor evidencing that bonds 

will remain outstanding too long is that they have a tern exceeding the safe harbors 

against the creation of other replacement proceeds contailled in Treas. Reg. 

$ 1 1 4 8  1 ( ) 4 ) i ) ) .  For issues that finance restricted working capital expenditures 

(expenditures that are subject to the proceeds-spent-last rule), there is a safe harbor if the 

term of the issue is not longer than two years.5 

For long-term, tax-exempt working capital financiilgs (e.g., deficit bonds), 

the proposed term of the financing must be carefully reviewed to detemiine whether the 

ten2 exceeds what is reasonably necessary to acco~nplish the gove 6 

(i.e., tax or revenue anticipation notes) are hrther restricted by a 13-month maturity safe 
liarbor, pursuant to Rev. Proc. 2002-3 1. 

The arbitrage regulrrtio~is impose significant restrictions on long-term tax-exempt bonds for working 
capital purposes. Under the general arbitrage anti-abuse rule, bonds are taxable arbitrage bonds if the 
bonds both overburden the tax-exempt niarket and enable the issuer to exploit the difference between 
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The stated amortization must reflect the issuer's reasonable expectations as to its ability 

to retire the debt, based on all the information available. The existence of "available 

amounts" is determined on an annual basis and the issuer should account for such 

amounts in the context of avoiding an overburdening of the market. In the event 

available amounts arise following issuance of the bonds, various means of remediation 

may be utilized, including requiring the issuer to purchase bonds on the open market, 

setting up yield-restricted redemption accounts, and providing for some sort of 

extraordinary call provisions.7 

tax-exempt and taxable rates to obtain a material financial advantage. The arbitrage regulatioi~s 
provide that an action overburdens the tax-exempt bond market if it results in issuing more bonds, 
issuing bonds earlier, or allowing bonds to remain outstanding longer than is otherwise reasonably 
necessary to accomplish the goveimental purposes of bonds, based on all the facts and circumstances. 
This iule further provides that if bonds for worlung capital are outstanding beyond a two-year safe 
h~rbor  period, that factor is evidence that the working capital bonds may be outstanding longer than 
necessary. Treas. Reg. $1.148-10(a). We believe, however, that these factors may be overcome by 
other factors, such as long-term financial distress. 

7 In the only significant private letter ruling on long-term worlung capital financing, in PLR 9424043 
(March 21, 19941, the IRS addressed 30-year working capital bonds for a banlapt  public school 
district. The issuer reasonably expected to have no surplus available amounts for working capital for a 
5-year period after the bond issue date. The IRS respected those expectations for that 5-year period, 
but was unwilling to respect any longer projections "given the inability to make meaningful specific 
financial projections over a span of so many years." The bonds were callable after five years. The IRS 
imposed an ongoing tax compliance mechanism that required the issuer to determine its surplus 
available amounts annually starting after five years and to apply any such suspluses to prepay bonds on 
the next interest payment date. The IRS concluded that the bonds did not violate the arbitrage 
overburdening test based on the issuer's long-tern1 financial distress and the issuer's ongoing covenant 
to determine its surplus available amounts annually starting after five years and to apply any such 
surpluses to prepay bonds. In addition, the IRS concluded that the bonds would not create other 
replacement proceeds to the extent that the issuer applied these surpluses so determined. The key basis 
for the IRS's conclusions that the long-term working capital bonds neither overburdened the tax- 
exempt market nor created other replacement proceeds was the ongoing tax compliance mechanism to 
test futur-e surpluses of available amounts and to apply them to reduce the burden on the t ax-exeq t  
market. 
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ORDINANCE NUMBER 0 -  (NEW SERIES) 

DATE OF FINAL PASSAGE 

AN ORDINANCE OF THE CITY OF SAN DIEGO ORDERING, 
CALLING AND PROVIDING FOR A MUNICIPAL BOND 
ELECTION FOR THE PURPOSE OF SUBMITTING TO THE 
ELECTORS OF THE CITY THE CITY OF SAN DIEGO 
DEFERRED INFRASTRUCTURE mVESTMENT MEASURE 
PROVIDING FOR THE ISSUANCE OF GENERAL 
OBLIGATION BONDS OF THE CITY FOR THE REPAIR, 
REPLACEMENT AND IMPROVEMENT OF CERTAIN 
DEFERRED INFRASTRUCTURE FACILITIES AND 
IMPROVEMENT PROJECTS; DECLARING THE ESTIMATED 
COST OF THE MUNICIPAL IMPROVEMENTS, THE 
AMOUNT OF THE PRINCIPAL OF THE TIVDEBTEDNESS TO 
BE INCURRED THEREFOR, AND THE MAXIMUM RATE OF 
INTEREST TO BE PAID THEREON; MAKING PROVISION 
FOR THE LEVY AND COLLECTION OF TAXES; FIXING 
THE DATE OF THE E S NOVEMBER 4,2008 AND 
THE MANNER OF HO THE SAME; AND PROVIDING 
FOR NOTICE THERE0 

WHEREAS, the Ci City of San Diego, California [City] 

has determined that there has been ertain City infr-astructure and 

improve~nents, ar,d t such investments in order to protect the safety 

and we 

WHEREAS, the City Council has determined that the public interest and necessity 

d irnprove~nent of certain facilities and infi-astructure projects 

nt Projects], and that it is necessary and advisable to provide the knding 

for the Public Capital Investment Projects by means of the issuance of general obligation bonds; 

and 

x';NHEREAS, Section I (b) of Article XIIIA of the California Constitution excepts fiom 

the generai one percent (1 %) of full cash value liinitation those ad valorem taxes used to pay for 
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debt service of any bonded indebtedness for the acquisition or improven~ent of real property 

approved on or after July 1 ,  1978, by two-thirds (213) of the votes cast by voters on the 

proposition; and 

WHEREAS, in the judgment of the City Council, it is advisable to call and provide for an 

election on the question of whether general obligation bonds shall be issued and sold and ad 

va207~em taxes be levied for the object and purposes set forth below. 

BE IT ORDAmEB by the City Council of the City of San Dieg 

Section 1. Recitals. The above recitals are t 

Section 2. Ordering Election. A muni 

called and ordered to be held in the City of S 

2008, at which election shall be subrnitt 

incurring general obligation bonded inde the object and purpose set forth 

in the following measure: 

City of San Diego Deferred Infi-astructure Investment Measure 

o repair, replace and improve certain deferred 

investlnent projects, including the repair and 

replacement of streets, sidewallcs, bridges, storm drains, public safety 

roof repairs, plu~nbing projects and other capital investment 

projects; by issuing $[ ] of general obligation bonds at legal 

rates, and audits related to the expenditure of bond proceeds? 

The es"cinnated cost of the municipal ixnproveme~lts set fon-th in the Measure is 

$ c 3, including costs authorized pursuant to California Govement  Code Section 



4361 0.1 (a) and (b), which may be paid from the proceeds of the sale of the bonds. Proceeds of 

the bonds shall only be applied to the purposes set forth on Attachment 1 hereto, and not for any 

other purpose (except as provided herein), which attachment is hereby ordered to be printed in 

the voter pamphlet. 

Section 3. Submission to Qualified Electors. The Council does hereby submit to the 

qualified electors of the City at the municipal bond election the Measure set forth in Section 2 of 

this Ordinance, and designates and refers to the Measure in the folm of 

prescribed for use at the election. 

ordinance, the election sh y law for the holding of 

a1 elections in the City upon the date of 

shall be qualified to vote upon the measure 

(c) The polls at the polling places hereinafter designated shall be opened at 7:00 

o'clock A.M. of election day and shall be kept open continuously thereafter until 

k P.M. of' election day, when the polls shall be closed (except as 

provided in Section 14401 of the Elections Code), and the election officers shall 

thereupon proceed to canvass the ballots cast thereat. 

(dl The mer~licipal bond election hex-eby called shall be ear~solidated with any other 

elections to be held in the City on Tuesday, November 4,2008, all as required by 
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and pursuant to law; and the election precincts, polling places and officers of 

election within the City for the inunicipal bond election hereby called shall be set 

forth in the notice of election officers and polling places for the election to be 

published by the Registrar of Voters of the County of San Diego, as required by 

law, to which notice reference is hereby specifically made signation of the 

precincts, polling places and election officers of the municipal bond election 

hereby called. Only qualified voters of the City shall be 

inunicipal bond election. 

(e) On the ballots to be used at the inuni 

matters required by la easure set forth in 

Section 2 hereof. 

(f) The Council shall confi icipal bond election and shall 

n its minutes a statement of the results of the municipal 

bond election as as canvass at the first available Council meeting 

Diego is hereby ordered consolidated with the Statewide General Election to be 

e same date. Within The City of San Diego the precincts, polling places 

cers of the election for the General Statewide Election shall be the same as 

those provided for in the Statewide General Election. 

(b) The Registrar of Voters of the County of Sari Diego is hereby authol-ized to 

canvass the returns of the Municipal Bond Election and these elections shall be 
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held in all respects as if there were only one election, and within the City only one 

fonn of ballot shall be used. The City Clerk shall certify the results of the canvass 

of the returns of this Municipal Bond Election to the Council of the City of San 

Diego which shall thereafter declare the results of the election. 

(c) As required herein, this election shall be consolidated wit 

California, and the form of the measure 

follows: 

Measure A 

Deferred Infiastructure I 

Shall the City of San Diego repair, replac eferred maintenance infrastructure 

reets, sidewalks, bridges, s tom drains, 

onds at iegaI rates, and audits related to the 

NO 

clee~~led an affimation of the measure and be counted in favor of the adoption of the 

11 appropriate mark placed in the voting square after the word "NO" shall be 

a negation of the measure and be counted against the adoption of the measure. 

(e) If the measure to incur general obligation bonded indebtedness submitted by this 

ordinance receives two-thirds of the votes of the qualified voters of the City voting on 

the measure, general obligation bonds of the City of San Diego in an amount not to 



exceed the principal amount set forth in this Ordinance may be issued and sold by the 

City for the purposes set forth herein. 

Section 5. Bonds. The Council proposes to issue and sell general obligation bonds of 

the City, in one or Inore series, for the object and purpose, but not exceeding the amount, 

specified in tlie measure, if two-thirds of the qualified electors voting on such measure at the 

municipal bond election s 

the bonds shall be $[ 

from the date of issuance, 

from time to time determine is in the best interests 

The bonds shall b 

payable semiannually (except that inter 

made payable at the end of said year), ex e permitted by law, and such 

rates shall be determined at the bonds. The proceeds of the 

bonds shall be applied only to t ified in the measure set forth in Section 2 

of this Ordinance and shall be depos account created for such purpose pursuant to 

Section 5343 0. hall cause the Chief Financial Officer of the City 

ty Council annually a report complying with the provisions of Goverment 

Code Section 534 1 1. 

1 shall cause to be conducted an animal, independent financial audit of 

e proceeds of the bonds issued hereby. Such annual audit shall be 

conducted on each series of bonds issued hereby. 

Section 6. Publication. The City Clerk is hereby directed, upon the passage and 

adoptio~n of this ordinance, to publish the same once a week for two (2) weeks in the Daily 
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Transcript, a newspaper published less than six (6) days a week in the City. No other notice of 

the election hereby called need be given. 

Section 7. Effective Immediately. This ordinance shall be forthwith entered upon the 

minutes of the City Council and in the Ordinance Book of the City. This ordinance, being an 

ordinance calling and ordering an election, shall take effect from aild after its final passage and 

Section 8. Certification. The City Clerk sh 

Deputy City Attorney 
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I hereby certify that the foregoing Ordinance was passed by the Council of the City of San 
Diego, at this meeting of 

ELIZABETH S. MALAND 
City Clerk 

BY 
Deputy City Clerk 

Approved: 
(date) 

Vetoed: 
(date) 


