April 29, 2005
To: John Szerlag, City Manager

From: John Lamerato, Assistant City Manager — Finance/Administration
Nino Licari, City Assessor

Re: Agenda Item — Report & Communication. SAD Interest Rate

Currently, the City charges 6% interest on Special Assessment projects. This is set by
Chapter 5, Section 1.162 of the City Ordinances, and has been in place since 1978.

If bonds are to be used to pay for any portion of a Special Assessment project, the City
may charge 1% above the bond interest rate, or 6%.

Citizens are also free to finance the debt privately, and pay the assessment amount in
full, if they are able to obtain more favorable financing.

This activity happens in economic climates like the current climate. In the eighties,
when interest rates were particularly high, the citizens looked upon the City’s interest
charge as the best market, and did not privately finance the assessment levy.

Below is a listing of some comparable cities, and the interest rates they charge for their
Special Assessment projects:

Farmington Hills: +1% above bond rate (8% until sale of bond)
Livonia: 6% interest

Madison Heights: 6% interest

Novi: 6% interest, may not exceed 8% by ordinance
Rochester Hills: +1% above bond rate (only bond above $2,000,000)
Royal Oak: 6% interest

Sterling Heights: 6% interest

Southfield: 6% interest

Warren: 6% interest paving & sewer (3% sidewalk, trees)
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