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3330 Grace St.
Boise, Idaho 83703

MANUAL FOR

THE CREATION
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PREFACE

This document is one of several produced by the Local Highway Technical Assistance
Council, (LHTAC) in an attempt to assist the Local Highway Jurisdictions in providing
uniform processes and procedures for establishing Local Improvement Districts. It is
hoped that the Local Highway Jurisdictions will adopt the manual not only for Local
Improvement Districts, (LIDs) but as a guide in how to formulate capital improvement
projects with volunteer contributions and cooperative construction techniques.

LHTAC welcomes any comments, questions, and suggestions you may have
concerning this manual.

Additional copies of the manual can be obtained by sending a check or money order for
$5.00 to LHTAC, 3330 Grace St.., Boise, Idaho 83703.

Electronic copies of this manual and others can be obtained by contacting LHTAC at
1-800-259-6841 or 1-208-344-0565 or e-mail at Ihtac@micron.net or by writing to LHTAC
at the address above.
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INTRODUCTION SECTION |

INTRODUCTION

Cities, Counties, and Highway Districts in ldaho have the power to create Local
Improvement Districts, (LIDs). LIDs are formed in order to construct and finance
an infrastructure project that benefits a particular area. The cost of such
improvements is paid by special assessments on properties that are benefited.
The procedures and governing code sections for Local Improvement Districts are
included in Chapter 17, Title 50, Idaho Code. Those sections of the code are
included in Appendix A of this manual.

Many Local Highway Jurisdictions throughout the state have various concepts
similar to a formal Local Improvement District, however they do not go through a
formal sale of bonds preparation of engineered plans, or other activities that
increase the cost of the overall project. When approached by adjacent property
owners, many Local Highway Jurisdictions will agree to upgrade the base
material, shape the road, and get it ready for paving if the property owners will
pay for the pavement, or in some cases, merely the liquid asphalt for a cold mix.

One of the major differences between a LID process and a volunteer process, is
that the payment by the adjacent property owner is on a voluntary basis in the
later case. If one property owner could not, for various reasons, pay their share,
then the project will be stopped unless someone else makes the payment for
them. In an LID there is the ability to force payment from the adjacent property
owners.

The advantage of an LID is that the improvements that are built benefit specific
properties and only those property owners benefited by the improvements are
required to contribute towards the cost of the improvements. The disadvantage
is that LIDs are best suited for localized projects and are generally not used for
large projects that equally benefit the entire community. Therefore, their
usefulness and practicality has been largely restricted to small localized projects.
Again, it is necessary to secure proper professional services in order to
successfully form, complete and sell bonds for an LID.

It has been shown time and time again, if you can get a volunteer agreement
between the adjacent property owners to work with the Local Highway
Jurisdictions in providing and paying for the road improvements, it is much less
expensive than going through the LID process under Chapter 17, Title 50, Idaho
Code.

Each Local Highway Jurisdiction, by ordinance or resolution, can develop a

process by which property owners will know how they must proceed to get roads
improved.
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LOCAL IMPROVEMENT DISTRICT PROCESS SECTION I

LOCAL IMPROVEMENT DISTRICT PROCESS

The formal process of developing, formulating, constructing, and assessing is
included in Chapter 17, Title 50, Idaho Code.

From a Local Highway Jurisdiction (LHJ) standpoint, the LID can be used for a
number of activities dealing with roads, streets, and highways. Cities, counties,
and highway districts all fall under the same code section, even though much of
the verbiage refers to municipality. The definition of municipality includes cities,
counties, and highway districts (850-1702, Idaho Code).

The governing body has the power to make or cause to be made, any one or
more of the combination of the following improvements.

» To establish grades and lay out, open, extend, and widen any street,
sidewalk, alley, or off-street parking facility, (streets by definition in this
section of the code include the entire legal rights-of-way, highways, roads,
boulevards, avenues, streets, alleys, courts, and all public places within a city,
county, or highway districts). (Section 50-1702(b), Idaho Code).

» To construct, improve, repair, light, grade, pave, repave, surface, resurface,
curb, gutter, sewer, drain, landscaping, and beautify any street, sidewalk, or
alley.

« To purchase, construct, reconstruct, extend, maintain, or repair bridges,
sidewalks, crosswalks, driveways, culverts, sanitary sewers, storm sewers,
etc.

 To acquire by purchase, a gift, condemnation, or otherwise any real or
personal property within the limits of the jurisdiction as in the judgment of the
LHJ may be necessary or convenient in order to make any of such
improvements.

* Many other uses are listed under 850-1703, Idaho Code.

In general, it covers all activities associated with roads, streets, and highways as
well as bridge and drainage, design and construction.

Because the basic idea of a LID is that those properties benefiting from the
improvements will be assessed based on the benefit they receive, it can be used
in a number of ways. If a road accesses a subdivision for instance, and that is
the only access to the subdivision and you have to cross a bridge that needs to
be replaced, an extended or enlarged district could include the entire subdivision
as the boundary, rather then just those properties that abut the bridge. It could
be assumed, for instance, that each household in the subdivision would equally
benefit from a new structure, since that is the only access to the subdivision.
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LOCAL IMPROVEMENT DISTRICT PROCESS SECTION I

Section 50-1706, ldaho Code, deals specifically with the initiation of the LID.
There are two ways that an initiation can start. The first is by a petition, signed
by not less 60% of the resident owners of the property subject to the assessment
within such an improvement district. It is important in the development of a
petition that the Local Highway Jurisdiction help the petitioners word the petition.
Care should be taken to make sure the description of the boundaries of the
district are all inclusive of the properties that can be assessed. A general
description of the improvements should also be included in the petition.

The second way to initiate the LID is by a resolution of the Local Highway
Jurisdiction, adopted by an affirmative vote of the majority of council or
commission members of the LHJ. This can be done at a regular or a special
meeting of the LHJ.

Once the Local Highway Jurisdiction has been petitioned, the actions included in
850-1707 need to be followed. These include: adopt a resolution giving notice of
its intention to create a district to make the improvements; and to levy
assessments to pay for all, or part thereof. The public then has the opportunity to
protest the proposed LID.

If owners of more than two thirds (2/3) of the property to be assessed, protest
any of the proposed improvements which affect their property, the Local Highway
Jurisdiction can not proceed further with the work unless a majority of the
members of the full commissioners or council, vote to proceed with such work.

In cases where the creation of a LID has been proposed by the governing board
of an entity other than a city council, or board of county commissioners, and
where written protests are filed and 60% of the resident owners or the owners of
the two thirds (2/3) abutting, adjoining, contiguous and adjacent lots and lands
within such proposed improvement district have signed such protest, the
governing board proposing the LID shall not be allowed to proceed with the
creation of the district for a period of one hundred and eighty (180) days. During
this one hundred and eighty (180) day period, the city council shall act as a
review board for as much of the proposed district as is situated within the
boundaries of the city.

The board of county commissioners shall act as a review board for that portion of
the proposed LID as is situated within the unincorporated portion of the county.

As a review board, the city council or board of county commissioners shall review
the record of the proposal, including conformance with procedural provisions of
the law. The city council or board of county commissioners shall also evaluate
the necessity of the proposed district, and shall take into consideration the
creation of the proposed LID as it relates to the following:
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a) The health, safety, and welfare of the residents of the proposed district, or
of persons having the necessity to travel through the district; and

b) The financial impact of the creation and implementation of the objectives
of the proposed district upon the property owners within the proposed
district, especially in light of projects recently undertaken or contemplated
for the near future within the district.

After its evaluation, the city council shall approve, modify or reject the proposal
for the creation of the LID for as much of the proposed district as is situated
within the boundaries of the city.

After its evaluation, the board of county commissioners shall approve, modify or
reject the proposal for the creation of a LID for as much of the proposed district
as is situated with the unincorporated portion of the county.

It should be noted that at NO time is there a vote by the public on the
creation of a Local Improvement District.

There is a limitation on the assessment against properties included in 850-1711,
Idaho Code. This requires that the value of all property within the district and any
assessment existing prior to the formation of the LID be reviewed, because the
LID assessment and any other assessments against the property “shall not
exceed the actual value of the real property including the value of the
improvement thereon.” This usually requires an appraisal or at least a search of
the county evaluations of the property to determine if the anticipated cost for the
improvements can be an additional assessment against the properties within the
district boundaries.

Because with the LID process you will be selling bonds, it is important to retain
the services of a bond attorney, and a financial consultant, such as a banker well
versed in bonds. If your agency attorney is not well versed in LID’s, you may
want to retain outside council for that purpose.

A. Bonds

The LID improvements are paid for by the proceeds from the sale of
bonds. Bonds are repaid over a long period of time, usually 15 to 20
years through special assessments levied on the property within the LID.
Because the bonds sold for financing improvements are public, they can
be sold as tax exempt, so the cost to the property owners is generally less
than private bond funding. Another important aspect for the project is the
design of the improvements.
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B. Design And Construction

Because bonds are long term, the bond council will want to be assured
that the construction project is designed by a registered professional
engineer in the state of Idaho, and that it meets today’s standards for
construction policies and procedures. It is further required that the project
be bid, and that the lowest responsible bidder be awarded the contract.
The Federal wage scale, or the Davis-Bacon wage scale, is not required
for Local Improvement District projects unless there are Federal funds
involved.

C. Interim Financing

Because there will be expenses associated with the project prior to the
actual sale of the bonds, it is usually necessary to develop interim
financing for those expenses. This is where your financial consultant, or
banker, can assist you. This interim financing would cover the preliminary
engineering or design engineering plus actual payment to the contractor
until the project is complete. Usually the total interim process is less than
one year in length. Authorization for interim financing is covered by 8§50-
1722, Idaho Code.

D. Assessment Role

Once the project has been designed, and constructed and the final project
costs are known, a final assessment role is prepared by the engineer in
cooperation with the clerk or treasurer. The assessment role spells out
specific assessments to each particular property included in the boundary
of the districts. A hearing is held on the assessment role and protests are
heard as to any objections to the assessments against each property.
The Local Highway Jurisdiction makes a decision on all protests at the
time of the hearing and the final assessment role is confirmed by specific
action of the, board, or council.

Once the assessment role has been finalized and the proper paper trail is
assured, a notice to each property owner of his assessed amount is sent
to his mailing address, stating the total amount of the assessment plus the
terms of payments as set out in the ordinance or a resolution confirming
the assessment role. Usually, there will be several property owners that
will payoff the total assessment, but the majority will likely require
payments over the term of the bonds, usually 15 to 20 years.

Section 50-1718, Idaho Code, allows for a district court appeal of the
assessments by the affected property owners. Such appeal must be
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made within thirty (30) days from the date of publication of the
ordinance/resolution confirming the assessment role.

Because the project development and assessments process can be fairly
involved it is easy to forget, but it is important to remember that the
assessments must be based on the benefits derived to the properties. Not
so much to the property owner, but to the properties. Usually,
improvements to roadways are assessed to the adjacent property owners
based on a cost per linear foot of frontage on that road. This works well in
typical subdivisions, because most lots are similar in size, particular in
depth, and so the cost can be spread out equally by a front foot cost.

In rural areas, however, one property owner may have a shallow lot
adjacent to a road, while the person across the road may have 40 acres
abutting the road with a very minimal amount of frontage. In some cases,
just a driveway accessing the road. Innovative ways to assess based on
acreage or square footage have been done, and in some cases the
assessment is based on whether there is a house presently on the
property. In this case the houses would benefit more than the vacant
land, because the road was being paved and dust would be reduced.

Many innovative ways of assessing the cost of the property have been
used. The simpler the assessment is made based on the benefits derived,
the less chance of protests by the property owners.

E. Final Finances

Now that you know how much money needs to be bonded, the bond
attorney and the financial consultant should be used to make sure the
printing, documentation, and sale of the bonds is in strict conformance
with Idaho Code. Their input is important throughout the project however,
because they need to verify to any bond purchasers that the project has
been designed and constructed properly and that there are not likely to be
any lawsuits associated with the project that could affect the overall pay-
back of the bonds.

Once the bonds have been sold and the funding therefrom has been paid
for expenses to date (i.e., preliminary engineering, construction
engineering, and contractor payments), the fund needs to be maintained
and an annual collection of assessments will need to be made from the
property owners, and annual payments to the bond holders.

F. Liens

The assessments levied to pay the cost and expenses of any
improvements authorized by the provisions of the Idaho Code or any other
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law of the state of Idaho constitutes a lien upon and against the property
which such assessment or assessments are made. This is effectively
putting in place protective covenants for both residents within the LID and
the LHJ forming the LID. This lien shall be superior to any mortgage or
other encumbrance whether prior in time or not, and shall constitute such
lien until paid and is not subject to extinguishment for any reason
whatsoever. (Section 50-1721, Idaho Code.) Usually this lien is paid off at
the time the property is sold, therefore, in actuality perhaps as many as
70% of the properties will payoff early in any given 15 to 20 year period.

Section 50-1721, Idaho Code, sets forth the procedures for foreclosure on
the property due to non-payment of the assessment. This activity does
not occur very often, but the code is complete in that it allows the
jurisdiction to accomplish that task to recover cost if absolutely necessary.

Beginning at 850-1738, Idaho Code the procedures for assessing
penalties and the form of assessment against the properties is discussed
under delinquent installments. These procedures are quite detailed and
need for the assistance of an attorney is necessary to prepare the forms
and documents that are to be filed in the delinquent assessments process.
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OUTLINE/SCHEDULE OF THE PROCESS

SECTION 1l

[I. OUTLINE/SCHEDULE OF THE PROCESS

Through various workshops held in Idaho — Steven C. Wetzel and Dana L.
Rayborn-Wetzel, Attorneys at Law, as well as, the Law Offices of Preston,
Thorgrimson, Ellis & Holman, and attorney Mike Moore have prepared various

outlines of the process for Local

Improvement Districts.

outline/schedule is a compilation of those previously developed.

The following

Because of the complexities of the LID process and the time involved in the
development, a schedule should be worked out early in the process with the
dates of completion for each of the activities shown and the responsible party for
completing the task. Make sure no steps are missed and the sale of the bonds is

not jeopardize throughout the process.

Project Schedule

Property Owner

LHJ Attorney

Bond Council

Project Engineer
Financial Consultant or Underwriter

cCmHwO>»0O
0

Clerk of City, County or Highway District

Treasure of City, County of Highway District

City Council, County Commissioners or Highway District Commissioners

Function

Who is
Responsible

Date
Scheduled

Date
Complied

| - Formation

Petition by 60% of resident property owners or

LHJ action initiating organization. 850-1706* PorC
Determine property ownership E
Appoint an Engineer C
Engineers cost estimate, boundary description,

and description of improvements E
Appraiser’s report on property value and existing
assessments if any C
Preliminary assessment role E
Pass resolution of intention 8§50-1707 C
Publication of notice of hearing §50-1708 CC
Affidavit of publication §50-1708 CC
Hearing on resolution of intention §50-1709 C
Mailing notice of hearing §50-1708 CC
Affidavit of mailing notice §50-1708 CC
Hearing of resolution of intention §50-1709 C
Ordinance/Resolution creating LID §50-1710 C
Publication of ordinance/resolution CC
Affidavit of publication of ordinance/resolution CC
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Function Who is Date Date
Responsible | Scheduled Complied

Il - Construction of Improvement

Design project by Professional Engineer

§50-1710 E
Advertise for bids §50-1710 CC
Publication of notice of advertisement

§50-1710 CC
Affidavit of publication of notice §50-1710 CC
Open bids and develop bidders abstract E, CC
Award of contract to lowest responsible bidder

§50-1710 C
Authorization of contract by resolution C
Notice to proceed E
Complete construction E
Il - Interim Financing

Authorization of interim financing by

ordinance/resolution §150-1722 BC, C
Resolution authorizing issuance of warrants

§50-1722 BC, C
IV - Assessments

Determine final project cost E
Report to LHJ and preparation of form of

assessment role by Engineer 850-1712 E
Filing of assessment role in clerk’s office

850-1712 E
LHJ resolution fixing time of hearing on

assessment role §50-1713 BC, C
Publication of notice of hearing on assessment

role §50-1713 CC
Affidavit of publication of notice §50-1713 CC
Mailing notice of hearing on assessment role

§50-1713 CC
Affidavit of mailing of notice 850-1713 CC
Hearing on Assessment Role 850-1714 C
Action on protest and adoption of ordinance

confirming assessment role §150-1715 C
Publication of ordinance/resolution confirming

assessment role CC
Affidavit of publication CC
Certification of assessment role by clerk and filing

with treasurer §150-1715 CC
Affidavit of certification CC
Filing notice of confirming ordinance/resolution

and description of boundaries with county recorder

§50-1715 CC
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Function Who is Date Date
Responsible | Scheduled Complied

Affidavit of filing of notice CC
Mailing of notice of assessment and payment T
terms to property owners by treasurer
§50-1716
Affidavit of mailing notice T
Expiration of 30 day period for pre-payment of
assessment and determination of bond issue
amount P
Expiration of 30 day assessment appeal period P
V - Issuance of Bonds
Adoption of ordinance/resolution authorizing
issuance of bond §50-1722 BC, C
Publication of bond ordinance/resolution CC
Affidavit of publication of bond ordinance CC
Notice of sale, official statement and
advertisement of bonds BC, CC, U
Expiration of 30 day contest period CC
Resolution awarding bonds to low bidder BC, C
VI - Delivery of Bonds
Bond printing BC
Facsimile signature certificates BC
Closing certificates BC

a. transcript certificates BC

b. signature identification certificate BC

C. attorney’s non-litigation certificate BC

d. arbitrage certificate BC

e. incumbency BC

f. official statement certificate BC

g. payment and delivery certificate BC
Bond counsel approving opinion BC
VII - On-going Activities
Maintain funds — Local improvement installment
docket §50-1717 T
Collect assessments T
Pay bond holders T
Pursue collection of delinquent accounts
§50-1739 A CC, T

* |daho Code references
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