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INFORMATION

This information memo has been prepared for the Mayor and City Council and the Successor
Agency Oversight Board to provide a summary of the activities related to disbursement of the
June 1, 2012; tax increment/property tax revenues to the City of San Joss as Successor Agency
("Successor Agency") to cover Enforceable Obligations for the period July 1 to December 31,
2012. The memo is divided into two sections: Chronology of Recent Events and Potential
Impacts of Recent Events.

Chronolo~-y of Recent Events

On Map 11, 2012~ the Successor Agency received notification from the Santa Clara County
("County") Director of Finance (Attachment A) providing preliminary estimates of distributions
from the Redevelopment Property Tax Trust Funds (RPTTF) to all nine former redevelopment
agencies in the County. The notification contained an estimate of gross tax increment available
to the Successor Agency which was approximately $3.6 million ($7.2 million annually) less than
Successor Agency staff estimates. In a subsequent meeting with County representatives
Successor Agency staff was informed that three different pre-1989 tax levies historically
provided as property tax would no longer be provided to the Successor Agency.

On Map 21, 2012, the Executive Officer of the Successor Agency sought clarification of the
County’s interpretation of the three tax overrides and pass-through payments (Attachment B) and
requested a response by May 25. On Map 30, 2012, the Executive Officer received a response
from the County (Attachment C) which maintained the position that these tax levies would not
be included in the County’s property tax disbursement calculation.

On June 1, 2012, the Successor Agency received notification (Attachment D) from the County’s
Controller-Treasurer DivisiOn that the County would be depositing approximately $61.7 million
dollars in the Successor Agency’s RPTTF. The document provided a numeric illustration which
confirmed that the County would withhold the tax overrides ($3.6 million on a semi-annual
basis) and additionally would treat its own subordinate pass-through payment, in the amount of
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$15.7 million as senior to all other former Agency indebtedness, including outstanding bonds.
Combined, these actions would equate to a property tax distribution which was approximately
$20 million less than the distribution anticipated by Successor Agency staff.

On June 4, 2012, the City, on behalf of the Successor Agency, filed an event notice with the
Electronic Municipal Market Access ("EMMA") system1 to notify bondholders of the potential
impact of these proposed actions on the Successor Agency’s ability to make full debt service
payments on senior non-housing tax allocation bonds on August 1, 2012. While cash flow issues
arise from a $20 million reduction of tax increment, the more immediate and severe issue for the
Successor Agency, is the proposed change in priority of the County’s pass-through payment and
claim to property tax monies pledged to bondholders. These concerns resulted in several
communications between (i) the San Jos~ City Attorney’s Office and the State Controller;
(Attachments E & F) (ii) the Santa Clara County Counsel’s Office and the State Controller; and
(Attachment G) (iii) the Mayor of San Jos~ (Attachments H & I) and the Santa Clara County
Board of Supervisors’ President (Attachment J).

As part of the dissolution process, a successor agency is required to determine, on a semi-annual
basis, if it has sufficient funds to pay all of its enforceable obligations as shown on a Recognized
Obligation Payment Schedule approved by the Oversight Board (ROPS). If an insufficiency of
funds is projected to occur in any six month ROPS period, the successor agency is required to
submit to the County Auditor-Controller proof of such deficiency. On May 1, the Successor
Agency submitted a Notice of Insufficiency of Funds, which was transmitted by the County
Auditor Controller on May 11, 2012. On May 24, 2012, the State Controller requested
additional supporting documentation for the insufficiency. On June 6, 2012, the State Controller
sent a Request to Review Distributions the San Jose RPTTF to the County Auditor (Attachment
K). On June 7, 2012, prior to the release of the insufficiency of funds report, the County
Finance Director responded to the State Controller’s request for an assessment of property tax
distributions made to date (Attachment L). This communication summarized the insufficiency of
funds report for San Jos~ and indicated that the submission would include identification of two
additional areas of disagreement. On June 8, 2012, the County Auditor-Controller transmitted
to the State Controller, per the legislation, a verified insufficiency of funds report for the
Successor Agency for the period of July 1, 2012 through December 31, 2012 (Attachment M).

Potential Impacts of Recent Events

Subordinate Pass-Through and Tax Override Cash Flow Impacts

As discussed previously, the proposed actions would result in a $20 million reduction to the
Successor Agency’s property tax distribution. As a consequence of this, Successor Agency staff
projects a potential $11 million shortfall in funds available for payment to senior bondholders on
August 1, 2012. (Attachment N). Attachment N also includes additional projections on the

1 Electronic Municipal Market Access ("EMMA") is the municipal disclosure website sponsored by the Municipal

Securities Rule Making Board ("MSRB"). As of July 1, 2009, this is the required method for notifying and
cormnunicating with the municipal market.
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availability of funds for the 20% Housing indebtedness. The table below summarizes the
difference between the Successor Agency’s and the County’s calculations on the distribution of
property tax revenues to and from the RPTFF.

80% TAX ALLOCATION BONDS DEBT SERVICE COVERAGE:
(Senior and Subordinate Tax Allocation Bonds only) I

Successor Agency Countyl

80% of Available Tax Increment

Plus: Amount Available with Fiscal Agent

Total Amount Available for August t, 2012 DS Payment

80% Senior Debt Service Payment - Due August 1, 2012

Surplus/(Deficit) Coverage

Subordinate Debt Service Payment - Due thru Dec. 2012

Surplus/(Deficit) Coverage after Subordinate DS

$66,916,638 $51,459,142

29,807,082 29,807,082

$96,723,720 $81,266,224

92,316,948 92,316,948

$4,406,772 ($11,050,724)

4,392,307 4,392,307

$14,465 ($15,443,031)

Insufficiency of Funds Report Impacts

The insufficiency of funds report submitted to the State Controller verifies a deficiency of funds
for the period July 1, 2012, through December 31, 2012. This report includes all enforceable
obligations, not just senior and subordinate tax allocation bonds. In the report, the County
Auditor-Controller identified two additional items of disagreement between the Successor
Agency’s cash flow deficit projection ($33.7 million) and the County’s deficit projection ($17.3
million). In addition to the exclusion of overrides from deposit into the RPPTF and the
deduction of the subordinate County pass-through payment, the report reveals other
discrepancies. These are related to several line items, including a $10.1 million transfer of non-
property tax increment housing assets, as permitted by the legislation, to the City, in its capacity
as successor housing agency. The second item relates to the inclusion of $4.5 million in
potential asset sale revenues during the July 1 to December 31 ROPs period. Successor Agency
staff has communicated to the County Auditor-Controller that these assets are currently not
under contract and that sales are unlikely to occur prior to December 31, 2012. In addition to the
disputed items in the joint Successor Agency/County cash flow analysis, the Auditor-Controller
attached an additional cash flow document which successor agency staff has not received
sufficient explanation of the document to attest to its accuracy.

The State Controller requested a review of the insufficiency of funds report which allows them
ten days to perform due diligence review of the submission. Per the legislation, the State
Controller should conclude its review, of the report on or before June 18, 2012.
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Ratings Impacts

Based on these recent events, all tba’ee national rating agencies took action related to the former
Redevelopment Agency’s bonds. A detailed information memo was circulated to the Council
regarding the rating actions and is available on the City’s website.2

Prior to the aforementioned rating actions Moody’s, S&P, and Fitch ratings are summarized
below for your reference:

Moody’s S&P Fitch

Agency 80% Merged Area TABs

Housing 20% Set-Aside TABs

Range from BBB Range from
"Baa3" to "BBB-" to
"Baa2" "BB+"

A3 A A

The current ratings from Moody’s, S&P, and Fitch are summarized below for your reference:

Moody’s S&P Fitch

Agency 80% Merged Area TABs

Housing 20% Set-Aside TABs

Range from BBB
"Ba3" to "Ba2"

Range from
"BB-" to "BB"

Baa2 A A

The immediate impacts of these rating actions are higher fees associated with the Successor
Agency’s variable rate debt as well as potential-events of default. The downgrade actions taken
by Moody’s trigger significant events on the Agency 80% Merged Area subordinate bonds,
secured by the JPMorgan letter of credits, and the Housing 20% Set-Aside subordinate bonds
that are a private placement with Wells Fargo Bank. The downgrades result in increases in the
annual fees paid to JPMorgan of approximately $725,000 and to Wells Fargo Bank of
approximately $530,000.

In addition to the significant increase in the fees paid by the Successor Agency to JPMorgan and
Wells Fargo, a provision in the Private Placement Agreement with Wells Fargo Bank triggers a
"Special Termination Event" on the subordinate housing bonds if a decrease in the rating below
Baal occurs on any senior obligations. According to the bond documents, the City can request

"2012 Rating Actions related to Redevelopment Agency Debt Obligations", June 8, 2012.
(https://www.piersystem.c~m/externa~/c~ntent/d~cument/~9~4/~464407/~/~6-~8-~2%2~Finance.PDF)
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that Wells Fargo Bank waive the "Special Termination Event" in writing. The City has
requested, and is working closely with Wells Fargo Bank to secure this written waiver. If a
written waiver is not received, all the housing subordinate bonds (approximately $94 million)
will become immediately due and payable.

An interdepartmental team, including represenatives from the City Manager’s Office, City
Attorney’s Office, Finance Department, Housing Department and Successor Agency staff, is ¯
worldng closely with all parties at the local and State level to reach a resolution as soon as
possible.

The City Finance Department has taken the lead role in communicating with the financial
markets, which includes posting information to EMMA for availablity to the entire market and
engaging in ongoing conversations with the rating agencies and bond insurers. The Finance
Department has also used the services of our Housing Financial Advisor (Ross Financial) and the
City’s General Financial Advisor (Public Resources Advisory Group) to help navigate these
"uncharted waters" and to continue to communicate timely and accurately to the financial
markets. It is this open, honest and timely communications which are a key element in
maintaining our long-term credibility in the financial markets.

/s/
JULIA H. COOPER
Acting Director of Finance

For questions, please contact Julia H. Cooper, Acting Director of Finance at (408) 535-7011.

Attachments
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Cour V  Santa Clara
Finance Agency

Cotlrlty GOvemmedl! CeD[or
70 W~,~st Heclding Stroot. East Wing. 2nd Floor
San Jose,, California 95110-1705
(408) 29,q-5205 FAX: (408) 287-7(329

May 11, 2012

Re: May I Estimate of Distributions from Redevelopment Property Tax Trust Funds

Dear Successor Agency Finance Directors and Finance Directors of Affected Taxing Entities:

Please find attached the May 1, 2012, estimate of distributions from the Redevelopment
Property Tax Trust Funds (Krq-TFs) for the former redevelopment agencies within Santa Clara
County provided to the State Department of Finance (DOF) pursuant to Health & Safety Code
section 34182(c)(3). This estimate is for the first distribution of money from the RPITF for each
former redevelopment agency. The distribution will occur on June 1, 2012, and in accordance
with the "waterfall" as provided in section 34183. 1~ese estimates are based on the best
available information as of this date. There are a number of outstanding issues that will affect
the final distributions and their timing, most significantly the final valid Recognized Obligation
Payment Schedule (ROPS) for the period of July 1, 2012, through December 31, 2012. Therefore,
these estimates are subject to change.

Because we know that this marks a very significant shift in the distribution of former tax
increment, we wanted to explain a number of items on the report so as to anticipate and
respond to likely questions:

The "Waterfall" - Order and Priority of Payments

Section 34183(a) provides that the county auditor-controller shall make distributions from
RIri’ITs twice annually (every January 16 and June 1) as follows:

County Administrative Costs: The costs for implementation of ABX1 26, including the
one-time audit pursuant to section 34182, are listed separately on the estimate. In
accordance with DOF guidance, only costs incurred up to April 30, 2012, will be
allocated to the June 1, 2012, RPTIT distributions. As we have indicated since this
process began, these charges will be substantially higher in these first periods due to the
one-time audits being performed on all of the agencies. Final audits are due to the State
Controller on July 15, 2012. If you would like further details on the County’s
implementation cI~arges, please do not hesitate to contact John Guthrie, ABX1 26 Project
Manager, at (408) 299-5246. In addition, separately listed, are the normal PTAF charges.

Board of Sul)orvisors: Miko \.vassorman. George, Shirakawa. Dave, C, orte, so, Ken Yeager, Liz Kn[ss
County l’~x(?,(.:tlflVO: ,loffroy V. SlllJlll Page 1 of 4



Letter to Successor Agency Finance Directors and Finance Directors of Affected Taxing Entities
Re: May 1 Estimate of Distributions from Redevelopment Property Tax Trust Funds
May 11, 2012

Passthroughs: Section 34183(a)(1) provides that the first priority of payment is for
passthroughs, both negotiated and statutory. The.auditor-controller is now responsible
for making these passthrough payments directly from the RPTTFs. We have attempted
to gather all information related to those passthroughs (primarilynegotiated) which our
office did not previously handle. We have also attempted to account for those payments
that need to be made for this fiscal year given the implementation of ABX1 26 and
payments already made (or not made) by former RDAs. Please notify us immediatel~
we are missing...any relevant passthrough information. Also, please note that the
passthrough portion of the audit has not yet been completed, and there may be
appropriate adjustments at the next distribution on January 16, 2013, to account for any
findings.

In addition, please note that we will be creating a reserve to account for adjustments to
AB1290 statutory passthrough based on the Los Angeles Unified School District
(LAUSD) decision. As you may be aware, the Court of Appeal in that case determined
that school entities’ share of AB1290 passthrough must include the Elba~F they receive.
We are still waiting for a methodology and final determination by the courts in a
currently-pending follow up action. The ultimate effect will be to re-distribute some yet-
to-be-determined amount of the AB1290 paid to school entities that receive ERAF. We
will implement the final decision in the LAUSD matter retroactive to this fiscal year.

ROPS: Section 34183(a)(2) provides for payments, in a specified order of priority, on
valid ROPS. The auditor-controller will transfer to each successor agency’s
Redevelopment Obligation Retirement Fund the amount stated on its valid ROPS. For a
ROPS to be valid, it must meet the requirements of section 34177(1). For the purposes of
this estimate, we used the best available information but are aware that the process of
certifying and adopting ROPS is currently ongoing.

Administrative Cost_s: Section 34183(a)(3) provides for the payment of successor agency
administrative costs subject to a cap pursu,’mt to section 34171(b). These monies will be
paid directly to successor agencies, but only pursuant to an approved administrative
budget and in accordance with the statutory cap.

Residual: Section 34183(a)(4) provides that any residual money in the RPTrF is to be
paid out to all affected taxing entities pursuant to section 34188 (pro-rata shares of
property tax).

Debt Service: With the implementation of ABX1 26 and the end of tax increment, State
law requires--where increment was formerly allocated to RDAs--that special taxes not
be placed into the RPTFF. The overall amounts placed into the RPTTF reflect this
change.

Page 2 of 4



Letter to Successor Agency Finmace Directors and Finance Directors of Affected Taxing Entities
Re: May 1 Estimate of Distributions from Redevelopment Property Tax Trust Funds
May 11,2012

Reserves.: Section 34183(a) does not expressly provide for the creation of reserves.
However, in accordance with DOF guidance and the draft guidelines from the Property
Tax Managers Group of the State Association of County Auditors, in certain
circumstances it is appropriate to create a reserve within the RPTYF (e.g., to account for
uneven debt payments that cannot be satisfied with the semi-annual distributions).
Such amounts will be held in trust and not distributed as residual.

In addition, there are certain successor agencies where there are outstanding items that
are under discussion for potential certification by the cotmty auditor-controller and
approval by the oversight board. The auditor-controller will hold such amounts in
reserve and not distribute these amounts as residual to taxing entities pending action on
these items.

Insufficient Funds Reports and "Reverse Waterfall"

By May 1~t, where applicable, we should have received from each successor agency notification
as to whether there will be insufficient funds-from all sources, including RPTTF, assets, and
other revenues--to meet all obligation payments due in the next ROPS period. Please formally
noti .fy us hnmediately if your successor agency has an insufficient funds situation as we must
forward such notice to DOF and the State Controller.                       "       ~ ;

Section 34183(b) provides a methodology to address insufficient funds situations. It specifies
reductions in amounts paid out of the RPTTF as follows:

First, residual is reduced.
Second, the successor agency administrative allowance is reduced.
Third, subordinated passthroughs are reduced.

Where applicable, we have applied this methodology in the attached estimate.

Correction to Account for Over-Apportionment

For this first distribution from RPTTFs, there is a tmique apportionment issue. The monies for
the first ROPS period (January 1, 2012, through June 30, 2012) were provided in several tax
distributions by the auditor-controller up through February 1, 2012, and those apportionments
were provided prior to the certification and approval of first period ROPS. Therefore, in many
cases, there were significant over-apportionments of tax revenues for the first ROPS period.

Pursuant to DOF Guidance: .~For those agencies that received the regular property tax allocation in
Dacember, those amounts determined to be due to taxing agencies for the January to June period should be
deducted from the lune 1 payments due to successor agencies for the July !, 2012, through December.3L.

Page 3 of 4



Letter to Successor Agency Finance Directors and Finance Directors of Affected Taxing Entities
Re: May 1 Estimate of Distributions from Redevelopment Property Tax Trust Funds
May 11, 2012

2012 period." We have followed this procedure in the attached estimates, showing the
overpayments as a deduction against ROPS and successor agency administration distributions
for the June 1, 2012, distribution.

We understand that some successor agencies may have used part of the earlier apportionment
for payments due in the first half of this fiscal year. However, section 34177(I)(3) provides that
"For~ner redevelopment, agencad enforceable obligation pay~nents due, and reasonable or necessa~!
administrative costs due or incurred, prior to ]anua~! 1, 2012, shall be made from property tax revenues
received in the spring of 2011 property tax distnT~ution, and from other revenues and balances transferred
to the successor agenqt." We are therefore correcting the over-apportionment, as shown .on the
attached estimate.

Thank you all for your continued cooperation and support in this very difficult and complex
implementation process. Please do not hesitate to contact us with questions. The main contact
regarding these estimates is Jai Singh, Controller-Treasurer Division Manager, at (408) 299-5251
or ~~fin.sccgov.ovg.

Sincerely yours,

Vinod K. Sharma
Director of Finance

C: Hon. John Chiang, State Controller
Ms. Ana J. Matosantos, Director, California Department of Finance
Successor Agency Executive Officers
Oversight Board Members

Page 4 of 4
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SANJOS 
CAPITAL OF SILICON vALLEY

Q~ce of the City Mana2er

May 21, 2012

Vinod K. Sharma
County of Santa Clara
Director .of Finance
70 West Hedding Street, East Wing 2nd Floor
San Jose, California 95110

Re: Successor Agency ~Estimated Property Tax Fund Allocation

Dear Vinod:

I am in receipt of your letter dated May 11, 2012 regai’ding the estimated June 1, 2012
distribution from the Redevelopment Property Tax Fund ("Fund") established for the
Successor Agency to the Redevelqpment Agency of the City of Saaa Jose. Since the San
Jose dollar amounts were incomplete, we cannot comment with specificity as to the
amom~ts expected to be distributed to us. However we have concerns regarding several
of the concepts in ymn" letter as to how the ABX1 26 "waterfall" will be applied.
Specifically, it appears that yore" proposed methodology does not take into account
existing tax increment pledges related to bond indebtedness: Furthermore, the result is
an impermissible reordering of the wiority of payment of enforceable obligations of the
former Redevelopment Agency, contrary to your obligation to administer the Ftmd "foi"
the benefit of the holders of former redevelopment agency enforceable obligations"
(Health and Safety Code Section 34182 (c) (2)).

The clear and express intent of ABXI 26 is to honor these enforceable obligations with
the highest priority given to bondholders. Health and Safety Code Section 34174(a)
provides:

It is tbe intent of this part that pledges of revenues associated with enforceable
obligations of the former redevelopment agencies are to be honored. It is
intended that the cessation of any redevelopment agency shall not affect either
the pledge, the legal existence, of that pledge, or the stream of revenues
available to meet the requirements of the pledge. (Emphasis added).

San Jose Merged Area Pledge of Tax Revenues (the "80% Pledge")

The Redevelopment Agency of the City of San Jos6 Merged Area Redevelopment Project
Tax Allocation Bonds ("Senior TABs") are secured by a pledge of at! tax revennes
(excluding former 20% Housing Set Aside and any senior pass through payments).
This is refen’ed to as the "80% Pledge" to distinguish it from the pledge of the 20%
Housing Set Aside.

200 East Santa Clara Street San Josfi, CA 95113 tel (408) 535-8~00 .fax (408) 920-7007 wwv~.sanjoseca.gov



This is referred to as the "80% Pledge" to distinguish it from the pledge of the 20%
Housing Set Aside.

The Indenture for the Senior TABs requires that all 80%revenues due to the Agency in a
fiscal year be sent directly to the Trustee and held by the Trustee until all debt se~a,iee
requirements for the next 12 months have been met. At that point the Trustee trm~sfers.
excess 80% revenues back to the Agency to pay for other enforceable obligations,
including, in order of priority, debt se~,ice on the Agency’s Merged Area Redevelopment
Project Revenue Bonds ("Subordinate TABs"), the ERAF Lore1 fi’om CSCDA, City of
San Jose Financing Authority Revenue Bonds (4~h and S0m Femando Parldng Garage");
and the City of San Jose Financing Authority Lease Revenue Bonds Series 2001F
(Convention Center), all of are also secured by pledges of 80% of the tax incremem from
the redevelopment projects areas This covenant provides sect.~rity to the holders of the
Senior TABs that all pledged i’evenues wii~ be available to debt service on the Senior
TABs, before any other obligation of the former Agency. It also provides assurance to
subordinate creditors that there is an established priority of payment fi’om the former
Agency’ s pledge of tax increment revenues.

Tt~is flow of funds is reflected in the Passthrough Aga’eement, originally entered into
between the Agency m~d the County in December 1993 in anticipation of the initial
issuance under the Senior TABs Indenture. Since 1994 the County has submitted to the
Agency 100% of tax increment. Immediately on receipt, the Age~acy transfen’ed 80% of
the tax increment to Trustee and 20% to the Low and Moderate income Housing Fund.
The Agency then paid its statutory pass through obligations, County Prope~y Tax
AdmiNstration Fee, subordinate debt obligations, and other contractual obligations,
including the negotiated Cotmty pass~l~a’ough payment, which is subordinate to all other
obligations of the former Agency.

Obligations Secured by the Former 20% Housing Set Aside.

In addition to the bond~ secured by the 80% Pledge, the Agency has issued debt secured
by tl~e 20% Housing Set Aside. Although ABX1 26 has eliminated the 20% Set Aside, it
cammt extinguish the pledge. (Section 34175(a)) However, unlike the 80% Bonds, the
Indentures securing the Housing obligations do not require the Trustee to hold all tax
revenues until a full year of debt service has been accumulated. Instead,
funds are transferred to th~ Trustee as needed to make debt service payments when due.

Impact of ABX1 26 on Flow of Funds.

In order to comply with the requirements of the former Agency’s Indentures and the
provisions of ABX1 26, the County and Successor Agency have agreed that the flow of
funds going forward will be as follows:

1. County calculates the amount of property tax revenues tl~at would have been
allocated to the former Redevelopment Agency.



2. County deducts County Administrative Cos}s. Although this is not an allowable
deduction trader the Indenture for the 80% Bonds, it may be deducted from the
portion of tax revenues that was formerly the 20% Set Aside.

3. County deducts and makes statute13, pass through payments to taxing entities.
4. Comaty deposits the relnainder into the Ftmd.
5. On June I and January 16each year, Comity ~ransfers the entire balance of the

Fund to the Successor Agency.
6.. Successor Agency ta’ansfers 100% of the 80% pledge to the Senior Bond Trustee.
7. Successi~r Agency transfers the remainder to a separate Housing Obligation Fund

for the.payment of obligations secm’ed by the former 20% Housing Fund.
8. Excess 80% Funds retm’ned by the Senior Bond Trustee (generally at the end of

the fiscal year) are transferred to dther fiscal agents, to make debt sea:vice
payments in priority of pledge,

9, Excess 20% Funds after all 20% obligations are paid are used topay other 80%
obligations, to the extent neeessa,ry.

Please confirnl by May 25, 2012 that you intend ~o comply with tl~is agreed upon
procedure. Please also co~ffirm that in the ~vent this procedure, or any enforceable
obligation of the former Agency, is challenged by the California Department of Finance,
the disputed amounts will-remain in the Fund, in trust for the all of the bondholders ~o
which tax increment was pledged, pending a resolution of the dispute.

Documentation of Calculations

In order to ensure that the amount deposited into the Fund is accurate, we need to
understand the calculations and assumptions that you refe.r to in your May 11 lettdr.
Specifically:

County Administrative Costs. It is our understanding that you intend to
deduct approximately $137,000 from the Jtme 1, 2012 distribution for
expenses inem’red in implementing ABX1 26 through April 30, 2012.
Remaining costs will be deducted fi’oln the January 2013 distribution.
Please provide documentation of costs lucre’red to date by May 25, 2012.

Passthroughs. The Agency had Nstoi’ically been making statutory passthrough
pay~nents to the taxing entities as a function of the requirement that the
..County transmit 100% of tax increment to the Agency. We have provided
your staff with the historic calculations, including information On offsets
required tobe made pursuant to Section 33607.5(a) (2).. Please provide
documentation.of your calculation of the statutory passthrough payments by
May 25, 2012.

"Debt Service". Your letter refers to a deduction from the amotmts
deposited into the Fund for specia! taxes. It is our understanding that this
refers not necessarily to "debt se~wice", but to certain property tax levies that
will amo~.mt to a deduction of apprgximately $7 million annually fi’om



your duty under ABX1 26. Please explain the legal basis for this deduction
and why this is oocm’ring now, with no warning or explanation. Fm-thermore,
with regard to .each such deduction please provide, by May 25, 2012, the
following information:

a. The purpose of the levy
b. The.taxing entity imposing the levy
c. The tax rate.
d. The date the levy was imposed.

Correction to Account for Over-Appol~ionlnent. Your le~er indicates that you
will be taldng deductions from the June 1, 2012 distribution for
"overpayments" of tax’ increment nlade tl~’ough January 31, 2012. Please
confirm by May 25, 2012 that there will be no deduction for this reason from
the property tax revenues expected to be receive.d by the Successor Agency on
Jm~e 1, 2012. If you propose to make such a deduction fi’om the tax revenues
pledged to the creditors of the former Agency, .please specify the following
information:

a. Tlie mnount of the propo.sed deduction,
b. The legal basis for the deduction
c, The method of calculating the deduction
d. The facts substantiating the deduction.

As Successor Agency, we are required to "perform obligations required pm’suant to any
enforceable obligation [of the former Redevelopment Agency]" (Section 34177(c)).
Therefore, in order to avoid a breach of the covenant reader the Indentm’e for the Senior
TABs, as well as various otl~er o .bligations, we must have your assurance that the County
will followthe agreed upon distribution mechanics set forth above with regard to the June
1, 2012 distribution. We will need a response from you as soon as possible, but in any
event, by May 25, 2012, in order to take any necessary action on behalf of the holders of
the obligations of the former Redevelopment Agency.

Sincerely, ¯

~ager~tccessor Agency Executive Officer

C~ Mayor and City Council
San Josd Oversight Board
Jeff Smith, Comity Executive
John Chiang, State Controller
Ana Matosantos, Director, California Dept. of Finance ~
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.county of Santa Clara
Finance Agency

County Government Cenler
70 west Hedding Street, East Wing, 2nd Floor
San Jose, Calil"omia 95110-1705
(408) 299-5205 FAX: (408) 287-7629

May 29, 2012

Ms. Debra Figone, City Manager
City of San Jos~
200 E. Santa Clara St.
San Jos6, CA 95113

Re: San Jos~ Successor Agency Estimated Property Tax Fund Allocation

Dear Ms. Figone:

I write in response to your letter of May 21, 2012, regarding the May 1, 2012, estimate of
distributions from the San Jos~ Redevelopment Property Tax Trust Fund (SJRPTTF).

Impact of ABX1 26 on Flow of Funds

In your letter, you requested confirmation regarding the procedure of distributions from the
SJRPTTF. Please be assured that my office has been extremely diligent at implementing ABX1
26. We will fully comply with the law governing the distribution of funds from the SJRPTTF,
which is governed by Health and Safety Code section 34183. Specifically, section 34183 directs
county auditor-controllers to make distributions pursuant to a set priority order. The command
in section 34183 applies "[n]otwithstanding any other law" and establishes a very specific
procedure for distributions, as explained in my letter of May 11, 2012. The flow of funds listed
on pages 2-3 of your letter does not comport with section 34183. We want to assure you that, to
the extent an enforceable obligation is certified by my office but is challenged by the State
Department of Finance (DOF), we intend to hold such amounts in reserve pending a resolution of
the issue in accordance with the terms of ABX1 26.

Documentation of Calculations

Your request for specific documentation regarding a number of calculations is addressed below:

I For example, San Jos~’s positions with respect to the "80% Pledge" and "20% Set Aside" appear to be at odds with
the distribution scheme in section 34183. Under ABX 1 26, these pledges should be satisfied by the successor
agency transferring to the fiscal agent the designated percentages of the amount allocated by the county auditor-
controller from the RPTTF to the successor agency’s Redevelopment Obligation Retirement Fund pursuant to
section 34183(a)(2). In addition, section 34183(a)(I) requires all passthrough payments to be made, including those
pursuant to section 33401, before distribution of funds to the successor agency for ROPS payments.

Board of Supervisors: Mike \.vasserman, George Shirakawa, Dave Corlese, Ken Yeager Liz Kniss
COtlllly Executive: Jeffrey V. Smilh                    Page ] of 4



Letter to Ms. Debra Figone, City Manager, City of San Jos6
Re: San Jos6 Successor Agency Estimated Property Tax Fund Allocation
May 29, 2012

1. Coun~ Administrative Costs

You requested documentation regarding the County’s administrative costs. These costs
include two components. First, there are external audit costs, which are based on the
external auditor’s contracts, tracked by invoices received from the audit firm. Second, there
are internal costs associated with implementation, including the time of staff to administer
the trust fund, supervise and assist with audit work, certification of Recognized Obligation
Payment Schedules (ROPS), and related implementation matters. No time related to
oversight board administration, preparation, or attendance is charged as a County
administrative cost. All costs are tracked, to the extent possible, to each individual RPTTF;
general costs are allocated among the RPTTFs in proportion to the cost spent on each
successor agency in the specified period.

For the SJRPPTF, the most recent summary of costs is as follows, and is described further in
the attachments to this letter:

1.County Auditor’s Admin Cost
-Extemal Audit Costs
- Controller’s Office Admin Costs

2. SB2557 Property Tax Admin Fee

66,500.00
89,689.01 156,189.01

2,386~163.29
2,542,352.30

Further administrative costs, including audit costs, will be accounted for in future RPTTF
distributions. As explained in my May 11, 2012, letter, most of the ABX1 26 administrative
costs are one-time in nature.

2. Passthroughs

You requested documentation regarding the calculation of statutory passthrough payments.
Please see the attached worksheet, provided to City staff on May 23, 2012. As confirmed
by City staff and my staff, these numbers include the statutorily-permitted offsets provided
by the City. As indicated in my May 11, 2012, letter, if you have additional questions you
may contact Jai Singh, Controller-Treasurer Division Manager, at (408) 299-5251 or
jai.singh@fin.sccgov.org.

3. Debt Service Levies

Special taxes must constitutionally be used only for the purposes for which they are levied.
Therefore, as explained in my May 11, 2012, letter, the auditor-controller will not deposit "
special taxes into the RPTTF. There are three such levies applicable to San Josr:
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Letter to Ms. Debra Figone, City Manager, City of San Jos~
Re: San Jos6 Successor Agency Estimated Property Tax Fund Allocation
May 29, 2012

The County Retirement Levy, which is a voter-approved special tax, has been imposed
since fiscal year 1945 for the specific purpose of funding the County’s retirement
obligations to its officers and employees.
The Santa Clara Valley Water District Zone W-1 Bond, approved by voters in 1963, is
restricted to paying for debt service associated with the $42 million Zone W-1 Bond.
The debt obligation will be completely paid as of this fiscal year, and the tax will no
longer be collected beginning in fiscal year 2012-13.
The Santa Clara Valley Water District State Water Project override levy is restri’e~ed to
paying for the costs associated with the State Water Project contractual obligations and
based on state water general obligation bonds. The State Water Project override levy
and bonds were approved in a statewide election with the passage of the Bums Porter
Act in 1960 and is exempt from Prop. 13 as prior voter-approved indebtedness. (See
Goodman v. County of Riverside (1983) 140 Cal. App. 3d 900.)

You also requested information on the tax rates, which are as follows:

Tax Rates Secured Unsecured
County Retirement Levy 0.03880% 0.03880%
State Water Project 0.00630% 0.00700%
Santa Clara Valley Water District
Zone W-1 Bond 0.00010% 0.00020%

On Total Increment
On Land & Improvement Only

On Land & Improvement Only

4. Over-Apportionment

You requested information regarding over-apportionments. As explained in my May 11,
2012, letter, section 34177(/)(3) requires that "[f]ormer redevelopment agency enforceable
obligation payments due, and reasonable or necessary administrative costs due or incurred,
prior to January 1, 2012, shall be made from property tax revenues received in the spring of
2011 property tax distribution, and from other revenues and balances transferred to the
successor agency." Accordingly, property taxes already distributed in this fiscal year are
actually related to the first RPTTF distribution for the fiscal year (formerly January 16,
2012, but modified per the Supreme Court’s order to May 16, 2012) and are to be used for
the first ROPS for the period of January 1, 2012, through June 30, 2012. My office will
account for this apportionment of property tax by applying the amounts already distributed
in excess of the first ROPS, if any, toward the second and, if necessary, subsequent ROPS.
This is a one-time issue that relates directly to the delay in implementation of ABX1 26.

As explained to City staff on May 23, 2012, there is no fiscal effect of accounting for this
apportionment on San Josr. This is because the combined costs on San Jos6’s first and
second ROPS, together, account for the full apportionment of taxes during the fiscal year.
Hence, there is no actual reduction in amounts to be distributed to the San Jos6 Successor
Agency from the RPTTF because, in aggregate, there was no over-apportionment to San
Jos6 in fiscal year 2011-12.
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Letter to Ms. Debra Figone, City Manager, City of San Jos6
Re: San Joss Successor Agency Estimated Property Tax Fund Allocation
May 29, 2012

If you have additional questions, please do not hesitate to contact me.

Sincerely,

Vinod K. Shm’ma
Director of Finance

Attachments:AB 1290 Passthrough Calculations
County Administration Costs

Hon. John Chiang, State Controller
Ms. Ana J. Matosantos, Director, California Department of Finance
San Jos~ Oversight Board
Dr. Jeffi’ey V. Smith, County Executive

Page 4 of 4
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County of Santa Clara

Finance Agency
Controller-Treasurer Department
Property Tax Division
70 West Hedding Street, East Wing
San Jose, California 95110-1705
(408) 299-2541 FAX 298-7452

March 15, 2012

Abraham Andrade, Chief Financial Officer
San Jose Successor Agency
200 I3 Santa Clara Street, 14th Floor
San Jose, CA 95113

Subject: FYll-12 Ad=ninistratlve Cost for Sail Jose Successor Ag?ncy (Formerly San Jose ILDA)

Dear Mr. Andrade:

The County of Santa Clara has calculated the fiscal year 2011-2012 administrative costs
for the distribution of property taxes as follows:

Los Esteros Soufll
Los Esteros North
Park Center
Los Esteros
Pueblo Uno
Edenvale
Olinder
Julian-Stockton
Market Gateway
Century Center
Guadalupe-Auzerais
Los Esteros ’79 Expansion
Edenvale East
Monterey Corridor
Almaden Gateway
San A31tonio Pk Plz 90

Total

165,864.37
589,847.59
89,507.59

386,879.70
29,820.72

167,292.76
34,052.78
81,167.64
19,376.02
25,036.43
41,590.55

498,332.91
121,490.51
30,498.54
31,203.09
74,202.09

2,386,163.29

The amount of$2,386,163.29 will be deducted fi’om the RPTTF distribution to file San $ose
Successor Agency on June 1, 2012.

Please call me at (408) 299-5260 if you have any questions.

Sincerely,

Property Tax Manager
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Attachment A

County of Santa Clara

Finance Agency
Controller-Treasurer Depar[ment
Property Tax Division
70 West Hedding Street, East Wing
San Jose, California 95110-1705
(408) 299-2541 FAX298-7452

Part A

Property Tax revenue advances (for Jan 1, 2012 thru Jun 30, 2012 ROPS)
Less: Max. RP’FrF Obligation approved by DOF for Jan to Jun 20~.2
Less’. Re-Certified 1st ROPS SA Admln Cost 5/18/12
Balance after 2st ROPS

Credit applied to certified 2nd ROPS
Credit applied to certified 2nd ROPS SA Admin cost

Balance owed by the 5A after June I distribution

Tota~l

87,661,839.00

(46,954,862.00)

(1,362,577.00)

39,344,400.00

(39,344,400.00)

Part B

Deposit: Properly Tax fi’om all sources into the RPTTF (for Jul 1, 2012 tbru Dec 31, 2012 ROPS)
Less: Cmmty Auditor’s admin costs
Less: SB 2557 Ptax Admin Fee
Net Available for Distribution under H&S 34183

Allocation of Moneys in RPTTF

Priority 1 - Pass-tbroagb Payments (See Below)

Total Ammml available to distribaie to Successor Ageacy to pay ROPS obligations

Priority 2 - Recognized Payment Obllgatioas - Max. RPTTF Obligatioas Approved by DOF for Jul to Dec 2012
Credit from overpaid apportionmeots in the 1st half year

Insofficlent Fund Balance for ROPS

$ 82,903,286.94
(156,189.01)

(2,386,163.29) (2;542,352.30)
80,360,934.64

(128,675,492.00)
39,344,400.00

(18,579,360.37)

61,781,574.27

(89,331,092.00)

$ (27,549,517.73)

Priority 3 - Snccessor Agency Admin Costs 0ain of 3% alloc to RPTTF or $250k) - Re-certified 2nd ROPS 5/23/12

Priority 4 - SCO hw01ces for Audit & Overslgbl - if nay

Elhninated under 34183 (b)



Priority 1 - Pass-thrm~gh Payments

ContractualPass- FY 2011-12 AB1290 June 1, 2012 Pass-through Payments Allocation Per Pertinen~
Account No. thru FY 2010-11 AB1290 PT PTas of 4/30/12 Code 34183 (a)(1)

Contractual Pass-
thru 1290 Statutory Total

County 00010 15,719,157.00 .15,719,157.00 15,719,157.00
County Library 00090 24.76 0.02 24.78 24.78
San Jose City 05401 .
Santa Clara City 05905
Evergreen Elem 10250
Franklin-McKinley Elem 10270 142,821.40 131,420.86 274,242.26 274,242.26
Morgan Hill Unif 10380
Mllpltas Unif 10460
OakGrove Elem 10590 105~239.02 20,367,39 125,606.41 125,606.41
Orchard Elem 10610 39,260.86 3,089,25 42,350.11 42,350.11
San Jose Unif 10670 498,195.97 46%896,90 968,092.87 968,092.87
Santa Clara Unlf 10680 15,543.57 164~177.99 179,721.56 179,721.56
Eastside High 12060 253,322.73 95,461.54 348,784.27 348,784.27
~Vest Valley College 14004 4,494.691 42,677.52 47,172.21 47,172.21
Gavilan Comm College 14005
San Jose Comm College 14006 291,878.96 20%546.52 498,425.48 498,425~48
County School Server 17035 145,993.21 112,355.68 258,348.89 258,348.89
Central Fire 23018 82.52 0.11 82.63 82.63
SCVWD Central 27001
SCVWD East 27002
SCVWD General 27010
Bay Area Air Quality Mgmt 38001 8,371.86 ~769,42 15,141.28 15,141,28
Suadalupe-Coyote Res Cons Dist 61005 392.69 183,12 575.81 575,81
SJ Maintenance Dlst 1 71061
SC-Brldge Dlst 1 73111
SCVWD St Water Project 77001
SCVWD Zone W-4 77021
Passthrough reserve for ERAF payment (pending for LA Unified case methc 01477 101,634~81 101,634.81 101,634.81

I5,719,157.00 1,505,622.24 1,354,581.13 15,719,157.00 2,860,203,g7 18,579,360,37

Please contact Jai Singh (408) 299-5251 or Kemaeth Kan at (408) 299-5256 of the Property Tax Appo~tiomnent Division if you have any questions.
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~F~r OF ~ ¯

SAN JOSE
CA2r]I~L OF SILICON VALLEY

OflTce of the City Attorney

RICHARD DOYLE, CITY ATTORNEy

June 4,2012

Via Hand Delivery and Email

John Chiang
California State Controller
PO Box 9842850
Sacramento, CA 942850

Re: Distribution of Tax Revenues to Successor Agency to the San Jose
Redevelopment Agency

Dear Controller Chiang:

On behalf of the Successor Agency to the Redevelopment Agency of the City of San
Jose, I am requesting pursuant to Health & Safety Code Section 34182(f), that you
immediately review the action taken on June 1, 2012 by the Santa Clara County
Auditor-Controller with respect to the distribution of former tax increment to
Redevelopment Property Tax Trust Fund of the San Jose Successor AgenCy (the "San
Jose Trust Fund"). According to the attached statement ("Attachment A"), delivered on
June 1, 2012 via email from the County’s Controller-Treasurer Division, the County has
withheld approximately $20 million in former tax increment from the San Jose Trust
Fund. If this action is allowed to stand therewill be insufficient tax revenues to make
the August 1, 2012 debt service payment on the former Redevelopment Agency’s
Senior and Subordinate Non Housing Tax Allocation Bonds, and its Subordinate
Housing Tax Allocation Bonds.

The law is clear that "each county auditor-controller shall administer the ...Trust Fund
for.the benefit of the holders of former redevelopment agency enforceable obligations
and the taxing entitiesthat received passthrough payments and distributions of property
taxes" (H& S Code Section 34182 (c)(2)). Despite this fiduciary obligation, virtually the
entire amount being withheld by the County Auditor-Controller is for the benefit.of the
County’s own General Fund to the direct detriment of the former Redevelopment
Agency’s bondholders and impacting the eventual distribution to affected taxing entities.

We are requesting your review of two specific actions taken by ti-ie County Auditor-
"Controller in calculating the amount of tax revenues required to be deposited into the

San Jose Trust Fund:

1. Reprioritization of the Subordinate County Passthrough Obligation; and

200 East Santa Clara Street, 16th Floor Tower, San Jos~, CA 95113-1905 tel (408) 535-1900fax (408) 998-3131
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Re: Distribution of Tax Revenues
June 4, 2012
Page 2

2. Exclusion of Tax Overrides from Pledged Tax Revenues.

First, pursuant to a negotiated Passthrough Agreement dating back to 1993, and most
recently amended and restated as of 2001, the County’s passthrough payment is
subordinate to all Redevelopment Agency debt, including debt incurred in the future.
(See Attachment B 2001 Amended and Restated Agreement, Section VII. B.) The
purpose of this subdrdination was to allow the Agency to pledge tax increment revenues
to bondholders on a senior basis. The County Auditor Controller interprets ABX1 26 to
allow the County to disregard its subordination, upon which the Agency explicitly relied
in pledging tax increment to repay its bond obligations. This interpretation would result
in the deduction of approximately $15.7 million off the top of the tax revenues San Jose
needs to pay debt service on August 1, 2012.

Additionally, the County Auditor-Controller has now changed his calculation of what
constitutes former tax increment to deduct pre-1989 tax overrides. Throughout
California, theselevies are, and have always been, considered tax increment. This is
consistent with the constitutional amendment that exempted from the definition of tax

increment those taxes levied to pay debt service on bonds issued by other taxing
entities after January 1, 1989. Disregarding legal precedent and past practice upon.
which the Agency and its bondholders relied, the County Auditor-Controlleris deducting
from the June 1, 2012 disbursement into the San Jose Trust Fund revenues generated
by three different pre-1989 tax levies including approximately $3 million for the County’s
PERS levy. This is an ad Valorem property tax which was imposed in 1945 and has
been considered tax increment since the former Redevelopment Agency started
collecting tax increment, approximately 40 years ago.

If either of these unauthorized actions by the County Auditor-Controller is allowed to
stand, it would constitute an unlawful impairment contract with the bondholders of the
former Redevelopment Agency. Specifically, if the County Auditor-Controller is allowed
to deduct the tax overrides from his calculation of tax revenues to be deposited into the
San Jose Trust Fund, the Successor Agency will not have sufficient revenues .to make
its August 1, 2012 debt service payment on the former Agency’s Non Housing
Subordinate Tax Allocation Bonds.

If the County Auditor -Controller is allowed to unilaterally take the County’s subordinate
passthrough payment ahead of bondholders, he will force an unnecessary default of the
Senior and Subordinate Tax Allocation Bonds and the Subordinate Housing Tax
Allocation Bonds of the former Redevelopment Agency.

The Successor Agency has a responsibility to protect the rights of bondholders of the
former Redevelopment Agency. As such, we have issued a demand on behalf of the
Successor Agency that the County Auditor-Controller exercise its legal obligation to
distribute to the San Jose Trust Fund the entire amount of revenues that have been

869255



Re: Distribution of Tax Revenues ’
June 4,2012
Page 3

p edged to bondholders, and are due and payable on August 1, 2012. (See
"Attachment C", letter dated June 1, 2012, from Mayor Reed to President of the Board
of Supervisors Shirakawa.) The County Auditor-Controller has apparently disregarded
this demand.

Pursuant to the legislation, the actions taken by the County Auditor-Controller on June
1, 2012 are not effective for three days, giving your Office the opportunity to request
such a review, and an additional 10 days to approve the county Auditor-Controller’s
actions or to return it to the County Auditor-Controller for reconsideration. We urge you
to review the actions of the Santa Clara County Auditor-Controller described above, and
reverse those actions to prevent a $20 million misallocation of tax revenues and
defaults on several bonds issued by the former Redevelopment Agency if those funds
are not.available for the August 1,2011 debt service payment date.

Please contact me at (408) 535-1950 or Patricia Deignan, Chief Deputy City Attorney, at.
(408) 535-1201, if you need any additional information regarding this matter.

Very truly yours,

Richard Dc
City Atto

PAD/man
Enc.

o: Vinod Sharma, Santa Clara County Auditor-Controller
Mayor Chuck Reed and San .Jose City Council
Debra Figone, C!ty Manager/Successor Agency Executive Officer
Oversight Board
Board of Supervisors
County Counsel

869255
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O~ce of the C~t’y Attorn~
RICHARD DOYLE, CITY A’FFORNEY

John Chiang
California State Controller
P.O. Box 9842850
Sacramento, CA 942850

June 8, 2012

Re: Distribution of Tax Revenues to Successor Agency to the San Jose
Redevelopment Agency

Dear Controller Chiang:

I am following up on my letter dated June 5, 2012, requesting your review of the actions
taken by the Santa Clara County Auditor-Controller regarding the calculation of tax
revenues to be deposited into the San Jose Redevelopment Property Tax Trust Fund. I
appreciate your staff taking the time to speak with me earlier this week. Based on that
conversation, we understand that your Office was waiting for the County Auditor
Controller to provide "verification of insufficient funds", which would trigger the three day
period to request a review of their action. We understand that your Office received such
verification this morning via email, a copy of which is attached. (Attachment A).

Since most of the information contained in the email came from Successor Agency staff,
who have been working with the County-Auditor Controller’s staff for the last several
months to provide this data, we do not dispute the figures1. What we are disputing are
the assumptions made by the County Auditor-Controller in attempting to justify
depositing less than the full amount of pledged tax revenues into the Trust Fund, in
violation of covenants to the holders of bonds secured by those revenues, and in

¯ violation of the subordination provision of the Passthrough Agreement with the County.
(Attachment B). Despite the County’s contention that ABX1 26 has "created a situation
where the balance of power has changed", the legislation did not, and cannot change
the priority of payment to bondholders, whose pledges are protected by the State and
Federal Constitutions.

The information provided in the County’s submittal will no doubt be helpful in preparing
the audit of the former Agency due July 1,2012. However, the accounting of other
revenues and obligations of the former Agency has no bearing on the issue at hand,

~ The ,Successor Agency does dispute the County.Auditor-Controller’s adjustments as noted on page 3 of
Attachment A.

200 East Santa Clara Street, 16t~ Floor Tower, San Jos6, CA 95113-1905 tel (408) 535-1900fax (408) 998-313t
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Re: Distribution of Tax Revenues to Successor Agency
June 8, 2012
Page 2

which is the distribution of tax revenues into the Trust Fund in accordance with the
various bond covenants of the former Agency..
As set forth in my previous letter, we are requesting th,at you specifically review the
following two actions of the County Auditor Controller:

"1. the deduction of County’s subordinate passthrough payment prior to payment of
bondholders; and

2. the exclusion of tax overrides from the revenues pledged to bondholders,

The attached debt service coverage analysis, of the senior and subordinate tax
allocation bond debt of the former Agency (Attachment C) shows the flow of tax
revenues as required by the various bond indentures, and the impact on the flow of
funds if the County Auditor-Controller’s actions are allowed to stand.

Due to the severe impact this issue is having on the credit of the former Agency,
including a downgrade by Moody’s Investors today, we urge you to review this matter as
expeditiously as possibl#, We are available to meet by phone or in person at your
convenience to answer any questions you may have about these issues.

yours,

City Attorney

co: Mayor Chuck Reed and San Jose city council
Debra Figone, City Manager/Successor Agency Executive Officer
Vinod Sharma, Santa Clara County Auditor-Controller
Mlguel Marquez, County Counsel
Jeff Smith, County Executive

871531
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OFFICE OF THE COUNTY COUNSEL
COUNTY OF SANTA CLARA

70 West Hedding Street, 9tl~ Floor
San Jose, California 95110-1770
(408) 299~5900
(408) 292-7240 (FAX)

Miguel M~irquez
COUNTY COUNSEL

Winiffed Botha
Orry P. Korb
Lori E. Pegg

ASSISTANT COUNT\’ COUNSEL

June 5, 2012

VIA E-MAIL & U;S. MAIL

Hun. John Chiang
California State Controller
P.O. Box 9842850
Sacramento, CA 942850

Distribution of Tax Revenues from the San Jos~ Redevelopment Property
Tax Trust Fund

Dear Hun. Chiang:

I write in response to a letter from the San Joss City Attorney dated June 4, 2012,
regarding purported "action" taken on June 1, 2012, by the Santa Clara County Auditor-
Controller related to the San Joss Redevelopment Prope~"ty Tax Trust Fund (RPTTF).

There is no action to review at this time and San Josd’s letter is premature. As expressly
noted in an e-mail to the City of Sma Joss on June 1, 2012, no distributions have been madefi’om
the San Jos6 RPTTF because, pursuant to Health and Safety Code section 34183(b), the County
Auditor-Controller is waiting for your concurrence that there are insufficient funds. (See
Attachment A.) This delay in distribution is a direct result of San Jos~’s failure to respond to the
Auditor-Controller regarding your office’s specific requests for additionaI information to
determine the sufficiency of funds nnder section 34183(b), (See Attachment B,)

You can rest assured that the County Auditor-Controller is faithfully and diligently
i~nplementing ABX1 26 and all other applicable laws. Nevertheless, San JOSS raises two
concerns regarding the anticipated distribution of funds fi’om the RPTTF.

First, San Jos~ takes issue with the clear requirement of section 34183 (a)(1) to pay
passthroughs as the first distribution from the RPTTF. This requirement expressly applies to
section 33401 passtlu’oughs such as tile agreement between the City and the County. Section
34183(a) applies "[n]otwithstanding any other law.. ," and is clear in its language regarding the



Letter to Hen. John Chiang, State Controller
Re: Distribution of Tax Revenues from the San Jos6 Redevelopment Property Tax Trust Fund
June 5, 2012
Page 2 of 3

prioritization and payment ofpasstlu’ough obligations. Moreover, even under a "reverse
waterfall" situation pursuant to section 34183(b), passthroughs are still protected; only
passthroughs that the former RDA subordinated pursuant to specific provisions of the
Community Redevelopment Law are subordinated, and they are only subordinated to "bond
debt.m If and when flae County Auditor-Controller makes a distribution from the RPTTF, he
will follow the straightforward and specific order of distribution set forth in section 34183.

Second, San Jos~ expresses concern regarding the allocation of certain special taxes. As
you may know, under Pro~position 218 and state law, special taxes must be used for the purposes
for which they are levied. After a colnprehensive legal review by County Counsel and outside
counsel to the County, it was determined that it was improper to place levies authorized and
imposed for specific purposes into the RPTTF as it would be an unconstitutional diversion of
special tax monies.3 These taxes are levied to meet specific indebtedness obligations and it is
unlawful for any pot"don of those monies to be used for any other purpose, including meeting
redevelopment obligations. Bond covenants cannot mandate that San Josg receive monies in
violation of the law.

Finally, San Jos6 asserts that it would have insnffieient funds to meet certain bonded debt
obligations without additional money from the RPTTF, Howevel; we are unable to fi~lly assess
the Successor Agency’s funding situation because the City has thus far failed to provide the
necessary documentation to determine the amount and extent of any insufficiency of funds.
Until and unless the City complies with the repeated requests of the Auditor-Controller regarding
flae insufficiency of filnds report, there can be no distribution from the RPTTF. Moreover, the
best information availabie to the County suggests that there is no serious risk. of default on any
bonded debt owed by the former RDA, as indicated on the attached chart which is based on the
DOF-approved ROPS for San Jos~, (See Attachment C.)

//

//

//

//

t The County has a pre.1994 passthrough agree~nent with San Jos6 pursnant to section 33401, The specific
statutot3~ references for passthrough payments that may be subordinated to bonded debt in section 34183(b) do not
include section 33401. The fact that section 34183, subdivision (a), expressly includes section 33401 passthrough
agreements but subdivision (b) does not indicates that the Legislature intended to exclude section 33401 passfl~rough
agreements from the types of passthrough payments fliat would be subordinated in reverse waterfall situations.

See CAL, CONST, alt. XItI C, §§ 1-2; Cal. Oov’t Code § 53724(e).

3 These levies included the Santa Clara Valley Water District State Water Project, the Santa Clara Valley Water
District Zone 1 Bond, and the Santa Clara County Retirement Levy.
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As always, we are happy to discuss these matters with your office in greater detail. We
are very appreciative of the State Controller’s efforts in the implementation of ABX1 26.

JRW:jrw

Attachments:

Very truly yours,

MIGUEL M,~RQUEZ
County Counsel

Deputy County Counsel

A- June 1, 2012, e-mail to San Joss Finance Staff
B- E-mails to San Joss Staffregarding State Controller request
C- San Joss Cash Flow Analysis Based on Approved ROPS

Vinod K, Sharma, County Director of Finance
County Board of Supervisors
San Joss Oversight Board
San Joss Mayor and City Council
Ms. Debra Figone, San Joss City Manager
Mr. Rick Doyle, San Joss City Attorney

591776



Attaelm~ent A

Sin h, Jai

From:
Sent:
To:

Subject:
Attachments:

$ingh, Jal
Friday, June 01, 20t2 4:08 PM
abe.andrade@sanjoseea.gov
Kelt, Richard <Rlchard,Keit@sanjoseoa.gov> (Richard.Kelt@sanjoseca.gov); Andrews, Arn
(Arn.Andrews@sanjoseoa,gov); Lul, Irene (Irene.Lul@fln,sccgov.org);
Vinod.Sharrna@fln.sccgov.org; Kan, Kenneth
Updated Amounts in RPTTF as of June 1, 2012
June 1 SJ.pdf

Abe,

This is to notify you that we are holding the June I distribution funds shown in the attached
worksheet in the RPTTF pending resolution by the SCO. As soon as we receive green signal
from the SCO to release the funds to SJSA, we will do so immediately.           ’

In the meantime should you have any questions, please let me know.

Jai $ingh, CPA, MPA
Controller-Treasurer Divisio..n Manager
Phone: 408-299-5251
Fax: 408-298-7452    :

If not required, Please do not print this emafl. Help save the planet.

NOTICe: This omalf message and/or lts attachments may contain information that Is confidet~tlal or restricted. It is
intended only for the Individuals named as recipfents In the message. If you are NOT an authorized reclplent, you
are prohibited from using, delivering, distributing, printing, copying, or disclosing the message or content to ott~ers
and must delete the message from your computer. If you have received this message in error, please notify the
sender by return emall.
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Sin h, Jai
~

, ,,

From:
Sent:
To:
Ce:
Subject:

Keit, Richard <Richard,Kelt@sanjoseca,gov>
Friday, May 25, 2012 9:38 AM
Singh, Jal
Andrade, Abe; Andrews, Am; Lui, Irene; Sharma, Vinod; Kan, Kenneth
RE: San Jose Successor’s claim of Insufficiency

Jai
Thanks for the update - we will start getting the Information together and provide on Tuesday,

I have not heard anything from DOF? Have you or Irene?

Richard Keit~ Managing Director"
Successor Agency to
The Redevelopment Agelxey of the Ci~ of San Jose
200 E; Santa Clara St. 14th Fleet
San Jose~ CA 95113

~jtedevelo~

From= Slngh~ :]ai [mallto:JaI.Stngh@fln.sccgov.org]
Sent= Thursday~ May 24~ 2012 5:34 PN
To= Kelt, Richard
i3¢~ Andrade~ Abe; Andrews~ Am; Lui~ Irene; Sharma~ Vlnod; Kan, Kenneth
Subject= FW: San 3ose Successor’s claim of Insufficiency

H~flo Richard,

We have forwarded the insufficient funds information to the State Controfler’s office (SOO) for their
review that you have submitted with us pursuant to the H&S code 34183 subsection (b), The SCO
office has finally responded (see e-mall below).

We will appreclafe your assistance to make sum that we comply with the request of the SCO. It
appears that SCO would like to have the SUl~l~orting doc~!ments along with the insufficient fund
report. To ensure that SCO does not put ten day hold on the disbursement process, please provide
the following infom?atlon with the supporting documents as weft as the plan that shows that City is
planning to fund the insufficient funds from the City General Fund.

Beginning Balances:

1) Cash on hand as of July 1, 2011 ( combined 80% and 20%) - (This can be verified to the
audited financial statements)

2) Cash with fiscal agents as of July 1, 2011 (Please provide supporting documents)
3) Liquid Investments as of July ~, 2011 such as LAIF or short term investments (Please provide

supporting documents)

Cash Inflows:

4) Property tax advances received from County from July 1, 20"11 up to Jan. 31, 20t2 ( We can
verify the information to our records)
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5) All other cash inflows such as rental income, interest income eta. from July 1, 201 ~ to date
(Please provide supporting documents such as financial statements to date)

6) Property taxes expected from the County as of June ~ ( We can verify# to the May ~ estimate
that we have provided you)

Cash outflows;

7) Disbursements made from fund balances from July 1, 2011 to December 2011 (Please provide
supporting documents)

8) Obligations due for the 1st ROPS (We can verify to the certified ROPS)
9) Obligations due for the 2nd ROPS (We can verify to the certified ROPS)
TO)Advances to the fiscal agent (Please provide supporting documents)

Ending Balances:

11)Cash on hand (combined 80% and 20%)
12)Cash with fiscal agent
! 3) Liquid in vestments

Jai Singh, OPA, MPA
Controller.Treasurer Division Manager
Phone: 408.299-525I
Fax: 4~8-298-7452

finer required, Please do not print this emall. Help save the planet.

NOTICE: This emall message and/or its attachments may contain information that is confidential or restricted. It Is
intended only for ttle individuals named as recipients in the message. If you are NOT an authorized recipient, yotl are
prohibited from using, delivering, distributing, prlnth~g, copying, or disclosing the message or content to others and must
delete the message fro.m your computer. Ifyott have received this message In error, please notify the sender by return
email.

From~ SATaylor@sco,c~.gov [mallto:SATaylor@sco.ca,gov]
Sent,’ Thursday, Nay 24, 2012 4:03 PN
To: Kan, Kenneth
Subje~; San 3ose Successor’s claim of Insufficiency

Dear Mr, Kan:

The State Controller’s Office has received your emall dated May ~1., 20~.2, regarding the insufficient
funds of City of San Jose Successor Agency. In such eir.cumstances, Health and Safety Code
section 34183(b) states, ’q’he county, auditor-controller shall verify whether the successor agency
will have sufficient funds from which to service debts according to the Recognized Obligations
Payment Schedule and shall report the findings to the Controller."
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Jai Singh, CPA, MPA
Controller -Treasurer Division Manager
Phone: 408-299-525t
Fax: 408.298-7452

ff tint required, Please do not print tills emall. Help save the planet.

NOTICE: This emafl message and/or Its attac!~mente may conta#l information that Is ~onfidential or restricted, It Is
intended only for tt~e individuals named as recipients In the message, If you are NOT an authorized recipient, you are
prohibited from using, delivering, distrlbufing, printing, copying, or disclosing the message or content to others and must
delete the message from your computer. If you have received this message #~ error, please notify the sender by return
emall.

From~ SATaylor@sco.ca,gov [mailto:SATaylor@sco.ca,gov]
Sent= Thursdays May 24, 2012 4~03 PM
TO= Kan, Kenneth
Subject= San ,!nee Successor’s claim of Insufficiency

Dear Mr. Kan;

The State Controller’s Office has received your email dated May 1:~, 2012, regarding the Insufficient
fundsof City of San Jose Successor Agency. In such-clr~umstances, Health and Safety Code
section 34:[83(b) states, "The county auditor-controller, shall verify whether the successor agency
will have sufficient funds from whlch to service debts accordln~ to the Recognized Obligations
Payment Schedule and shall report the flndlngs to the Controller."

There is no prescribed format for your report at this time; a cover letter clearly stating whether
there are or are not sufficient funds from which the successor may service debts and
appropriate supporting documentation would suffice. The supporting documentation
should Include an analysis of the current balance of cash and near-cash equivalents
(investments, LAIF deposits, etc.) available to the successor, an analysls of the expected
cash inflows, and a copy of the Recognized Obligation Payment Schedule as approved by
the Department of Finance. Upon receipt of your report, the State Controller’s Office will
have three business days to concur or request a revtew~ which would place a ten-day hold
on disbursement actions.

When can the State Controller’s Office expect to hear the results of your evaluation?

Thank you for contacting the State Controller’s office; please let us let us know if we can be
of further assistance.

RDA-SDSqp.port.@sCo.ca.Rov
(916) 327-1017



Attachment B - page 4 of 8

Sin h, Jai ~                       ,

From:
Sent:
To:

Subject:

Keit, Rlahard <Riahard.Kelt@sanjoseca.gov>
Wednesday, May 30, 2012 5:23 PM
Singh, Jai
Andrade, Abe
RE: San Jose Successor~s claim of insufficiency

Thanks Jai for copying me. I think we should have this wrapped up tomorrow,

Richard Keit, Managing Director’
Successor Age~lcy to
The Redevelopment Agency of the City ~f San Jose
200 E. Santa Clara St. 14tlt Floor
San Jose, CA 95113
008) 795-1849
~,gj~#dgvelopment.otg

From= Slngh, 3al [mallto:3al,Slngh@fln,sccgov,org]
Sent= Wednesday~ May 30~ 20~2 5:~7 PN
To= SATaylor@sco.ca,gov; RDA-SDSt]pport@sco,ca,gov
Cc; Sharma, Vlnod; LuI~ Irene; Kan, Kenneth; Kelt~ Richard; Andrade~ Abe
Subject= FW: San .lose Successor’s claim of insufficiency

Hello Mr. Taylor,

We have.requested the below noted Information from San Jose Successor Ageney (SJSA) to verify
the Insufficient funds that SJSA has t’eported for June 1 distribution, We are still waiting for the
information from SJSA. In order to comply with the H&S code section 34183 (b), we will hold the
June li 2012 distribution for SJSA until your office concurs with our findings. As soon as youroffice
concurs with our findings, we will distribute the funds based upon H&S Cede section 34183 (b).

Jal Singh, CPA, MPA
Controfler-TreasurerDl~s~nManager
Phone: 408.299-525~
Fax: 408.298-7452

If not reqt/Irod, Please do not print this emall. Help save the planet.

NOTICE: This email message and/or lts attachments may contain lnformatioo that is confidential or restricled, It is
intended only for the indivldt/als named as recipients In the message, ff you are NOT an authorized recipie/ff, you are
prohibited from using, delivering, distributing, printing, copying, or disclosing the message or content to others and mtlst
delete the message from your computer. If you have received this message in error, please notify the sender by return
emalL

From= Singh,
Sent: Thursday~ May 2q~ 2012 5:34 PM
To= Kelt~ Richard <Rlchard,Kelt@sanjoseca,gov> (Rlchard,Kelt@sanJoseca,gov)
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abe.andrade@sanjoseca,gov; Andrews~ Arn (Arn.Andrews@sanJoseca.gov)~ Lub Irene (Irene,Lul@fin.sccgov.org);
Vlnod.Sharma@fln.sc(:gov.org; Kan, Kenneth

San lose Successor’s claim of Insufficiency’

Hello Richard,

We have forwarded the insufficient funds information to the State Controller’s office (SCO) for lheir
review that you have submitted with us pursuant to the H&S code 34183 subsection (b), The SCO
office has finally responded (see e-mail below).

We will appreciate your assistance to make sure that we comply with the request of the SCO. It
appears that SCO would like to have the su!~portin.q documents along with the insufficient fund
report, To ensure that SCO does not put ten day hold on the disbursement process , please provide
the following information with the supporting documents as well as the plan that shows that City is
planning to fund the insufficient funds from the City General Fund.

Beglnntng Balances:

1) Cash on hand as of July I, 2011 (combined 80% and 20%) - (This can be verified to the
audited financial statements)

2) Cash with fiscal agents as of July 1, 2011 ( Please provide supporllng documents)
3) Liquid Investments as of July 1, 201~ such as LAIF or. short term investments (Please provide

supporting documents)

Cash Inflows:

4)

5)

6)

Property tax advances received from County from July ~, 2011 up to Jan. 31, 20t2 ( We can
verify the information to our records)
All other cash inflows such as rental income, interest h~come etc. from July 1, 20t t to date
(Please provide supporting documents such as financial statements to date)
Property taxes expected from the County as of June I ( We can verify it to the May 1 estimate
that we have provided you)

Cash outflows:

7) Disbursements made from fund balances from July 1, 20tl to December 2011 (Please provide
supporting documents)

8) Obligations due forths ~st ROPS (We can verify to the certified ROPS)
9) Obligations due for the 2nd ROPS (We can verify to the certified ROPS)
lO)Advances to the fiscal agent (Please provide supporting documents)

Ending Balances:

1!) Cash on hand (combined 80% and 20%)
.12) Cash with fiscal agent
13) Liquid investments
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There is no prescribed format for your report at this time; a cover letter clearly stating whether
there are or are not sufficient funds from which the successor may service debts and
appropriate supporttng documentation would suffice. The supporting documentation
should include an analysis of the current balance of cash and near-cash equivalents
(investments, LAIF deposits, etc.) available to the successor, an analysis of the expected
cash inflows, and a copy of the Recognized Obligation Payment Schedule as approved by
the Department of Finance. Upon receipt of your reportj the State Controller’s Office will
have three business days to concur or request a review, which would place a ten-day hold
on disbursement actions.

When can the State controller’s Office expect to hear the results of your evaluation?

Thank you for contacting the State Controller’s Office; please let us let us know if we can be
of further assistance.

R OATS DSu ppoKt @~co:,c~a,gg.~
(916) 327-3.017
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Sin h, Jai

From:
Sent:
To:
Cc:
Subject:

Keit, Richard <Richard.Ke[t@sanjoseca.gov>
Friday, June 01, 2012 6:51 PM
Singh, Jai
Lul, Irene; Sharma, VInod; Andrews, Arn; Andrade, Abe
RE’, Insufficient Funds Responslbllitles for Counties and Successor Agenoies

Jai
Thanks, I did receive and I thought we would wrap thls tip today but Abe had a funeral, ! see no reason that we
will not be finished on Monday. Have a good week-end. And go home it is late,

Richard Keit, Managing Director
Successor Agency to
The Redevelopment Agency of the City of San Jose
~0 E. Santa Clara St. 14fl~ Floor
San Jos% CA 95113
¢08) 795d849
~v.s~tede~elopm en t,org

From= Slngh~ 311 [malttoL]al,Slngh@fln,sccgov,org]
Sent: Frlday~ 3une 0~Lr 20:!.2 6:47 PM
To: Kelt, Richard
(::c: Lul, Irene; Sharma~ Vinod; Andrews, Arn; Andrade~ Abe
Subject: FW= Insufflden~ Funds Responsibilities for Counties and Successor Agencies

Hero Richard,                                           .’

I hope you have received the latest release ofinformation from SCO regarding "SCO RDA
insufficiency guidance" as it Is addressed to both successor agency officials and the County auditor-
controllers, We would like to resolve this matter as soon as possible, Please provide the Information
we have requested in May 24 e.mafl so that we can verify the informatlon and resolve fhis mailer.
quickly.

Jai 81ngh, CPA, MPA
Controller -Treasurer Division Manager
Phone: 408.299-525t
Fax: 408.298-7452

If not required, Please do no=print this email. Help save the planet.

NOTICE: TMs emall message and/or its attachments may contain information that is confidential or restricted. It Is
intended only for the Individuals named as recipients In the message, ff you are NOT an a~tthorized recipient, you are
prohibited from using, delivering, distributing, priming, copying, or disclosing the message or content to others and must
delete the message from your computer. If you have received this message in error, please no~lfy the sender by return
emalL

From= LBryant@sco.ca.gov [mallto:LBryant@sco,ca,gov]
Sent= Frtday~ Zlune O:t~ 20~2 4~45 PN
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To: pat,oconnell@acgov.org; mmclelland@alplnecountyca,com; jlowe@co,amador,ca,us; dhouser@buttecounty,net;
ccaudltor@co,calaveras.ca,us; pscrogglns@countyofcolusa.org; bob,campbell@ac,cccounty,us; cschaad@dnco,org;
Joeharn@co,el-dorado,ca.us; vcrow@co,fresno.¢a.us; t’rozmaryn@countyofglenn.net; jmellett@coohumboldt, ca,us;
dougnewland@imperlalcounty, net; Ichapman@Inyocounty.us; barnetta@co.kern,ca,us; DolI,Osteen@co,klngs,ca,us;
pam_c@co, lake,ca,us; kfouch@co,lassen.ca,us; wwatanabe@auditor, lacounty,gov; Janet.kroeger@madera<ounty.com;
rglver~@co.madn,ca,us; wdavis@madposacounty,org; fordm@co.mendodno.ca,us; Icardella-presto@co.merced,ca,us;
darcylocken@co,modoc,ca,us~ bmulr@mono,ca,gov; mlllerni@co.monterey.ca,us; ~schulze@co.napa,ca.us;
marcta,salter@co,nevada,ca,us~ david,sundstrom@ocgov,com; kmartlnl@placer,ca.gov;
smonl:gomery@counb/ofplumas,com; pangulo@co.rlverslde,ca,us; valverdej@saccounty, net; jgonzalez@audltor.co,san-
benlto.ca,us; larrywalker@acr,sbcounty,gov; tracy,sandoval@sdcounty.ca.gov; ben,rosenfleld@sfgov.org;
avanhouten@sjgov, org; gslbbach@co,slo,ca,us; th.uenlng@co,sanmateo,ca,us; geis@co,santa-barbara,caous; Sharma,
Vinod; maryjo.walker@co,santa-cruz,ca.us; cregnell@co,shasta,ca,us; audl~ordsk@sierracounty,ws;
jebejer@co,slskiyou,ca,us; spadilla@solanocounty.com; ddunk@sonoma-county.org; kleinl@stancounty,com~
rs~ark@coosutter0ca,us; landerson@tehama,ne~; mhorn@tdnlb/county,org; rwoodard@co.tulare,ca,us;
drussell@co.~uolumne,ca,us; christlne,cohen@ventura.org; hnewens@yolocounty,org; dsellers@co,yuba,ca,us
Subjectt Insufficient Funds Responsibilities for Counties and Suo:essor Agencies

Dear County Auditor-Controller,

Attached please find guid’ance prepared by our office to help you and the successor agencies fulfill your property tax
distribution duties under Health and Safety Code Section 34183, Including instances of insufficiency. Please distribute
this to your successor agencies and any of your staff that you feel would benefit, such as property tax personnel. If you
have any questions, please feel free to contact us at RDA-SDSul~port@sco,ca,R~ov or (916) 327-1017.

Regards,

State .Controller’s Office
330:L C Street, Suite 740
Sacramento, CA 958~6
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CAP!’I_’A]~ OF SII,[CON VALLEY MAYOR

June 1,2012

Board of Supervisors, County of Santa Clara
George Shirakawa, President
70 West Hedding Street
San Jose, CA 95110

Distribmion of Tax Revenues to Successor Agency
Breach of Bond Covenants

Dear George:

As we discussed on the phone, I aln sending this letter to comply with the protocol set forth in
our 2001 Agreement regarding disputes between the City and County. This matter needs
immediate attention. I hope we can sit down as soon as possible to discuss this issue in greater
detail to figure out a way to avoid litigation and a breach of loan covenants that would have
significant negative consequences to the City, the Successor Agency and the County.

City, Successor Agency and County staffs have been working for several months on
implementing ABXI 26 which mandates the dissolution of redevelopment agencies statewide.
As Chair of the Oversight Board for the Successor Agency to the Redevelopment Agency of the
City of San Jose, I have been impressed with how smoothly the meetings have gone, which is
indicative of the good working relationship established among our organizations. However,
within the past few weeks, in the context of calculating the distribution of tax revenues to be paid
to the Successor Agency to make required payments on enforceable obligations over the next six
months, two new issues have arisen that will impair our ability to make debt service obligations
in August and place us in breach of our bond convenants.

First, County staff has a novel interpretation of ABX1 26 that would make the County pass
through payment, which by contract is subordinate to all debt of the former Redevelopment
Agency, senior to all existing debt, including bondholders. This interpretation would result in
the deduction of approximately $16 million off the top of the tax revenues needed to pay debt
service on August 1, 2012.

Additionally, County staff is now changing its calculation of what constitutes former tax
increment to deduct preexisting tax levies, including approximately $6.5 million annually for the
County’s contribution for its employees’ retirement system. This deduction would be a breach
of bond covenants that require tax increment to be used to pay bond holders first.

Either of these deductions alone will impair the Successor Agency’s ability to pay debt service
on its Non-Housing Subordinate Tax Allocation Bonds in August. Taken together, the Successor

200 ]3ust Sm~ta Clara Street, tSth flooa San ]o~+, CA 95/[3 td (408) 535-4800 _p~:v (408) 292.-64.22 www.~jmayor.org



Re: Breach of Bond Covenants
June 1, 2012
Page 2

Agency will be in default on Senior and Subordinate Tax Allocation Bonds and Subordinate
Housing Tax Allocation Bonds.

We have been informed by JPMorgan, the Letter of Credit provider on the Non Housing
Subordinate Tax Allocation Bonds, that they have rescinded their current offer to grant a one
year extension of the Letters of Credit (LOC) securing $94 million. Instead they are only offering
a 30 to 60 day extension. This is in direct response to the threatened actions of the County to
withhold tax increment from the June 1st disbursement.

While we all agree that the legislation is poorly drafted and can be subject to various legal
interpretations, the intent of ABX1 26 is clear in its mandate to protect bond holders. The
existing agreement with the County is absolutely clear that the County pass-through is
subordinate to all other obligations. There is no authority in the law that allows a subordinate
creditor to leapfi’og in priority over bondholders.

The County’s stated intention to make unsubstantiated deductions fi’om tax increment and to
unilaterally reorder the priority of the County subordinate pass-through not only violates the
County-Auditor Controller’s fiduciary duties under the legislation but also immediately and
in’eparably thl’eatens the rights of existing bond holders. It also would be a violation of the City-
County Agreement with potential for enormous financial damages.

The Successor Agency has a responsibility to protect the rights of bondholders. As such, we
must demand that the County exercise its legal obligation to distribute to the San Jose
Redevelopment Property Tax Trust Fund the entire mnount of revenues that have been pledged
to bondholders, and are due and payable on August 1, 2012.

Maldng this distribution will maintain the status quo and provide some time to resolve the
differing legal interpretations and avoid litigation.

Please also note that we are required to notify bond holders of any material events that come to
our attention that will impact the Successor Agency’s ability to pay debt service when clue. Any
deductions by the County will constitute such a material event and, as JPMorgan has
demonstrated, we fiflly expect that others will take action in order to protect their rights.

Sincerely,

Chuck Reed
Mayor
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CAPITAL O~ S~f,ICON VALLEY MAYOR

June 8, 2012

George M. Shirakawa, President
Board of Supervisors
County of Santa Clara
County Government Building, East Wing
70 West Hedding Street, 10th Floor
San Jose, Califoruia 95110

¯Re: Distribution of Tax Revenues to San Jose Successor Agency Breach of Bond Covenants

Dear George:

I amin receipt of your letter dated June 5, 2012, and we also expect city and county staffto
continue to work creatively and collaboratively toward mutually beneficial solutions, consistent
with the legal requirements of ABX1 26. As we discussed, we also need to find a way to get a
speedy resolution of our disagreements about the legal meaning of ABX1 26 and the city/county
contract.

I also need to clarify what appear to be some misconceptions about the facts.

First, with a few exceptions, the debt of the former Redevelopment Agency is not the City’s
responsibility. Only to the extent that the City is a co-obligor on any particular debt instrument
is it required to cure a payment default of the former Redevelopment Agency. These debts are
limited to the Convention Center Lease Revenue Bonds, the 4mStreet Garage Revenue Bonds,
the HUD 108 Loans, and loans borrowed from the California Statewide Community
Development Authority to make ERAF payments. The City has already budgeted $16.2 million
for FY2012-13 to cover what we have determined to be necessary, assuming that all tax
revenues pledged to former Agency debt are forwarded to the Successor Agency. The tax
revenues that the County is threatening to withhold are required to make payment to holders of
Tax Allocation Bonds which are backed solely by the pledge of those revenues.

Second, we do not contend that the Comity Passtlu’ough payment was not a debt that had to be
paid. The fon~ner Agency always recognized the unpaid payments as accrued obligations to be
paid pursuant to the provisions of our Agreement. Specifically, the city/county contract provides
that the passthrough payments are subordinate to all other Agency debt and that if payment
cannot be made in any particnlar year, the payment will be accrued at an interest rate up to 10%.
The Successor Agency’ s financial statements show this accrued obligation and it is an item on
the Enforceable Obligation Schedule adopted by the Successor Agency pursuant to ABX1 26.
To date the amount due and owing to the County is booked at $31.1 million.

200 East Sa,~ta Clara Stfeet, 18t!~ floor, San Jos~, CA 95113 tel (408) 535-4800 ,/bx (408) 292-6422



George Shirakawa Page 2
Breach of Bond Covenants

With regard to the reserve you mention in your letter, we have received no details about this
concept, However, since the current dispute is not about a specific dollar amount, but about
whether the County can impair the rights of the bondholders of the former Redevelopment
Agency by withholding revennes pledged to them, it does not appear that a reserve fund can
resolve this problem,

Finally, the county’s actions have resulted in a rating down grade of the former Agency bonds,
includhag those secured by the pledge of tax revenues formerly considered the 20% Housing Set
Aside. That downgrade could trigger significantly increased letter of credit fees. Additionally,
the downgrade will result in a default under the terms of an agreement with Wells Fargo Bank,
the holder of $93 million of subordinate Housing Bonds. Unless the bank decides to waive, this
default, we will incur substantial danaages, which would flow from the county’s actions, which
we view as a breach of the city/county contract,

Again, a speedy resolution of out’ differing interpretations of the law would be in our mutual
interests. In that vein, we are happy to see that the County Auditor Controller has finally
released the Verification of Insufficient Funds. Our staffs have been working for weeks on the
information that went into that repol~t. While we do not agree with interpretations of the law
which form the basis of the calculations provided in that report, we m’e relieved that the issues
are now moving fOlnvard for the State Controller’s review.

Sincerely,

Chuck Reed
Mayor

C~ Board of Supervisors
San Jos~ City Council Members
Debra Figone~ City Manager
Rick Doyle, City Attorney
Jeffrey V. Smith, County Executive
Miguel Marquez, County Counsel
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GEORGE M. SHIRAKAWA
PRESIDENT, BOARD OF SUPERVISORS
COUNTY OF SANTA CLARA SUPERVISOR, SECOND DISTRICT
COUNTY GOVERNMENT CENTER, EAST WING
70 WEST HEDDING STREET, 10TH FLOOR
SAN JOSE, CALIFORNIA 95"110
TEL: (408) 299-5020 FAX: (408) 295-8642
george.sNrakawa@bos,sccgov, org. wvw.supervisorshirakawa.org

June 5, 2012

SENT VIA EMAIL AND U.S. MAIL

Chuck Reed, Mayor
City of San Jos~
200 E. Santa Clara St., 18th Floor
San Josd, CA 95113

Re: Distribution of Tax Revenues to San Josd Successor Agency

Dear Chuck:

On behalf of the entire Board of Supervisors, I write in response to your letter of June 1, 2012,
regarding the distribution of property taxes to the City of San Josd as Successor Agency to the
San Jos6 Redevelopment Agency.

As you are aware, the County Auditor-Controller has specific mandates and duties under state
law in implementing ABX1 26 and in the distribution of property tax monies to affected entities.
The Auditor-Controller is an agent of the state in carrying out these functions, and he must act in
accordance with law. He also owes responsibilities to all taxing entities affected by the diversion
of property taxes to redevelopment, including responsibilities to the County.

The Board of Supervisors does not intend to impede or interfere in the Auditor-Controller’s
duties under state law. However, we recognize that the City is faced with a crushing debt burden
because of years of accumulated debts that rendered the San Jos~ Redevelopment Agency
insolvent even prior to the enactment of ABX1 26. The County is well aware of this because the
San Josd RDA repeatedly failed to meet its contractual obligations to the County, which
contributed to the County’s severe budget cuts and harmed our basic public services. It is
unfortunate that the City continues to view the former RDA’s obligations to the County as debts
that are not due and payable.

Unquestionably, ABX1 26 has shed new light on the structural deficit that faced the City and
former RDA. Nevertheless, based on the most recent cash flow information that City staff has
shared with the County’s Finance Agency, it appears that there will be sufficient funds to pay all
senior and subordinate bondholders, except for debts backed by the City. Presumably, the City
will fulfill its obligations for the City-backed debts, thus preventing any default on those
obligations.



As a Board, we are committed to working cooperatively with the City on ways to handle this
situation. We have engaged in ongoing discussions in an attempt to settle these issues. In this
regard, to demonstrate our good faith efforts on this front, the County has, on its own initiative,
created a reserve to aid in our negotiations.

We expect City and County staffto continue to work creatively and collaboratively toward
nmtually beneficial solutions, consistent with the legal requirements of ABX1 26.

Sincerely yours, ’ m/~

George M. Shirakawa, President
Board of Supervisors

e: Board of Supervisors
San Josd City Councilmembers
Debra Figone, City Manager
Rick Doyle, City Attoreny
Jeffrey V. Smith, County Executive
Miguel Mfirquez, County Counsel
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JOHN CHIANG

Division o~ Accountin~ and Repo~in~

June 6, 2012

Vinod Sharma
Santa Clara County Director of Finance
70 West Hedding Street, East Wing 2nd Floor
San Jose, California 951110-1767

Re: Request to Review Distributions of the Redevelopment property Tax Trust Fund

Dear Mr. Sharma:

In accordance with Health and Safety Code section 34182 Subdivision (f), this office
hereby requests to review the county’s June 1,2012, property tax distributions made by your
office under Health and Safety Code sections 34183 and 34188. As you know, any actions taken
by the county auditor-controller are not effective for three business days, pending a request for
review by the Controller moreover, once a review is requested, any such county auditor-
controller action shall not be effective until approved by the Controller.

Consequently, in order to facilitate our review, please provide the supporting
documentation for the payments and distributions made for the former redevelopment agency of
the City of San Jose including any documentation supporting the planned distribution of former
tax increments to the Redevelopment Property Tax Trust Fund of the San Jose Successor
Agency.

Sincerely,

[Original Signed By]

GEORGE LOLAS, Chief
Division of Accounting and Repotting
State Controller’s Office

MAILING ADDRESS P.O. Box 942850, Sacramento, CA 94250
STREET ADDRESS 3301 C Street, Suite 700, Sacramento, CA 95816
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County o~f Santa Clara
Finance Agency

County Government Center.
70 West HeddIng Street, Eas.t Wing, 2nd Floor
San Jose, California 95110~1705
{408) 299-5205 FAX: (,408) 287-7629

June 7, 2012 ’

VIA E-MAIL AND U.S. MAIL

George Lolas, Chief
Division of Accounting and Reporting
State Controller’s Office
P.O. Box 942850
Sacramento, CA 94250

Re: Review of Distribntions from San Josg Redevel~opment Property Tax Trust Ftmd

Dear Mr..L01as:

I am responding to your June 6, 2012 letter requesting review of prope~y tax
distributions made by the County of Santa Clara (County) on June 1, 2012 pursuant to
Health and Safety Code sections 34183 and 34188.~

There are nine feigner redevelopment agencies ("RDAs") in Santa Clara County.
On June 1, my office made distributions from the redevelopment property tax trust funds
("RPTTFs") to the successor agencies for eight of the nine former RDAs. A letter was
sent to each successor agency and its affected taxing entities identifying all RPTTF
distributions. These distributions followed .the methodology outlined in a May 11, 2012
letter from my’ office, which was sent to all successor agencies, affected taxing entities,
and the State Controller’s Office. Copies of all correspondence referenced in this
paragraph can be found in Exhibit 1.

No distribution was made to the San Jos~ RDA Successor AgenCy because that
successor agency has reported that there is an insufficient funds situation pursuant to
section 34183(b)o My office notified the State Controller’s Office of this situation on
May 11, 2012, and requested supporting documentation from San Jos~. Correspondence
related to this issue was provided in a June 5, 2012 letter from the County Counsel’s
Office to State Controller John Chiang. (A copy of this letter is provided in Exhibit 2.)
After repeated delays,, San Jos~ provided the requested infom~ation to my staff on June 6
and 7. We have been working diligently to review the information and have had several
discussions with San Jos~ staff in an attemptto reconcile what. appear to be ever-
changing munbers.

All further section references are to the Health and Safety Code unless otherMse indicated,

Board o1’ Supervisors: Mike Wasserman, George Sl]lrakawa, Dave Corlese, Ken Yeager, LiZ l~niss                        ~
Cbunly Executive: Jeffrey V. smltl~                                                                                   ¢~



R.eview of Distributions from San Jos~ Redevelopment Property Tax Trust Fund
June 7, 2012
Pago 2 of 2

With respect to your request for supporting documentation for the payments and
distributions made for the former San Jose Redevelopment Agency - as stated above, any
distribution from the San Jos6 RPTTF is on hold pending verification of the insufficient
fimds situation by my office and the State Controller’s Office pursuant to section
34183(b). Nevertheless, the preliminary calculations ~br the RPTTF distribution are
provided in Exhibit 3. We have also prepared a cashflow analysis which projects a $17.3
million funding insufficiency for the July 1 to December 31, 2012 ROPS period.2 The
analysis also shows that there will be sufficient funds to service bond debt, with the
possible exception of the Convention Center and 4tl’ Street Garage bonds. However,
these bonds oa’e also secured by. the City’s general fund; theretbre, it is highly unlikely
that there would be any default on these City-backed subordinate bonds. The cashflow
analysis is in Exhibit 5.3

Sincerely,

Vinod K. Sharma
Director of Finance
County of Santa Clara
San Jose, California

2 The City’s cashflow analysis shows a deficit of $33.2 million. However, this figure includes two items
where there is disagreement with the San Jos~ successor agency: $10.2 million in cash transferred from the
tbrmer RDA to the City’s Housing Department on January 31, 2012; and $4.5 million in anticipated
revenue from property sales that, until this week, San Jos6 was inclnding in projected cashflows for fiscal
year 2012/13. (See Exhibit 4 tbr documentation regarding these p, vo items.) It also includes $1,2 million in
City successor agency administrative costs, which would not be paid in an insufficient funds situation
pursuant to section 34183(b).

~ We intend to finalize our insufficient funds verification and fox,yard it with supporting documentation to
the State Controller no later than Monday, June 11.



EXHIBIT 1



coumy of Sar  a clara
Flna~ce Agency

counw GOVe, mment C~;r}tor

San Jose, California ~)511 o- 1705
1408) 2£)9-5205 FAX: (408) 287-7G20

May I1, 2012

Re: May I Estimate of Distributions from Redevelopment Pkoperty Tax Trust Funds

Dear Successor Agency Finance Directors rand Finance Directors of Affected Taxkng Entities:

Please find attached [he May 1, 2012, estimate of distributions from the Redevelopment
Property Tax Trust Funds (RP’Kf’Fs) for the former redevelopment agencies within Santa Clara
Colmty provided to the State Department of Finance (DOF) pursuant to Health & Safety Code
section 34182(c)(3). This estimat~ is for the fi~st distribntton of mo~xey from the RPTTF for each
former redevelopment agency. The distribution will occur on June I, 2012, ,-md in accord~’tnce
with the"waterfall" as provided in section. 34183. These estimates are based on the best
available information as of this date. There are a nmnber of ou.tstanding issues that will affect
the final distributions and their timing, most significantly the ~ai valid Recognized Obligation
Payment Schedule (ROPS) for the period of July 1, 2012, through December 31, 2012. Therefore~
1~ese...e.s.tim.~Le. s ~r.e.subject to change.

Because we know that this marks a very significant shift in the dista’ibution of former tax
increment, we wanted to explain a number of items on the report so as to anticipate and
respond to likely questions:

The "Waterfall" - Order and Priority of Pa3qnents

Section 34183(a) provides that the county auditor-controller shall, make distributions from
RPTrFs twice annually (every Jmauary 16 and June 1) as follows:

County..Admini8kro.~iv.e..Co~s: The costs for hnplementation of ABXI 26, including the
one-time audit pursuant to section 34182, are listed separately on tl~e estimate. In
accordance with DOF guidance, onIy costs incurred up to ApriI 30, 2012, will be
allocated to the June 1, 2012, RPTTF distributions. As we have indicated sh~ce this
process began, these charges will be substantially higher in these first periods due to the
one-time audits being performed on all of the agencies. Final audits are due to the State
Controller on July 15, 20’12. If you would like further details on the County’s
implementation charges, please do not hesitate to contact John Guthrie, ABX1 26 Project
Manager, at (408) 299-5246. In addition, separately listed, are the normal PTAF charges.

Board (ff SUl)orvisors: MikO \.vasserman, Ge.org(~ ,’.-;1 ~,irakawa. Dave Cor~oso, l,f.e,:~ Yeag~r. Liz Kniss
COil ~ty ExeCutive: Jedfr(~y V. Smilh                   Page 1 of 4



Letter to Successor Agency Finance Directors and Finance Directors of Affected Taxing Entities
Re: May 1 Estimate of Distributions from Rede*elopment Property Tax Trust Funds
May 1 I, 2012

Passthroughs_: Section 34183(a)(I) provides that the first priority of payment is for
passthroughs, both negotiated and statutory. The auditor~controller is now responsible
for making these passthrough payments directly from. the RIYl~I?Fs. We have attempted
to gather ali information related to those passthroughs (primarily negotiated) which our
office did not previously handie. We have also attempted to accomat for those payments
that need to be made for this fiscal .year given the implementation of ABX1 26 and
payments aIready made (or not made) by former RDAs. pleas~.~otify.~s immediately if
we are missing mi.y...~e!.evant passthrough informatioz!,. Also, please note that the
passthrough portion of the audit has not yet been completed, and there may be
appropriate adjustments at the next distribution on January I6, 2013, to account for any
findings;

In addition, please,note-that we wilt be creating a reserw.to account for adjustments to
ABt290 statutory, passthro.ugh..based..on....t.he Los Angeles Unified...Schogl .District,
~LS~SD) decision.. As you may be aware, the Court of Appeal in that case determined
that school entities’ share of AB1290 passthrough must h~clude the ERAF they receive.
We are still waiting for a methodology and final determination by the courts in a
currently-pending follow z~p action. The ultimate effect witl be to re-distribute some yet-
to-be-determined amount of the AB1290 paid to school entities that receive ERAF. We
will implement the final decision in the LAUSD matter retroactive to this fiscal year.

ROPS: Section 34183(a)(2) provides for payments, in a specified order of priority, on
valid ROPS. The auditor-controller will transfer to each successor agency’s
Redevelopment Obligation Retirement Fund the amount stated on its valid ROPS. For a
ROPS to be valid, it must meek fl~e requirements of section 34177(1). For the purposes of
this estimate, we used the best available informafion but are aware that fl~e process of
certifying and adopting ROPS is currently ongoing.

Admh’dstrative Costs.: Section 34183(a)(3) provides for fhe payment of successor agency
administrative costs subject to a cap pursuant to section 34171(b). These monies will be
paid directly to successor agencies, but only pursuant to an approved administrative
budget and in. accordance with the statutory cap.

Residual: Section 3418’3(a)(4) provides that any residual money in the RPTTF is to be
paid out to all affected taxing entities pursuant to section 34188 (pro-rata shares of
property tax).

Debt Service: With the implementation of ABX1 26 mid the end of tax increment, State
law requires-where h~crement was formerly allocated to RDAs--that special taxes not
be placed into the RPTTF. The overall amounts placed into th.e RPTTF reflect this
change,

Page 2 of 4



Letter to Successor Agency Finm~ce Directorg and Finance Directors of Affected Taxing Entities
Re: May 1 Estimate of Distributions from Redevelopment Property Tax Trust Funds
May I i, 2012

Reserves: Section 34183(a) does not expressly provide for the creation of reserves.
However, in accordance with DOF guidance and the draft guidelines from the Property
Tax Managers Group of fl~e State Association of County Auditors, in certain
circumstances it is appropriate t9 create a reserve within the RPTTF (e.g., to aceotmt for
uneven debt payments that cannot be satisfied with the semi-annual distributions).
Such amounts will be held in trust and not dist~’ibuted as residual

In addition, there are certain successor agencies where there are outstanding items that
are under discussion for potential certification by flae county auditor-contr611er and
approval by the oversight board. The auditor-controller will hoId such amounts in
reserve and not distribute these amounts as residual to taxing entities pending action on
these items,

Insufficient Funds Reports and "Reverse WaterfaI1"

By May 1~, where applicable, we should have received from each successor agency notification
as to whether there will be insufficient funds-from all sources, ineIuding RPTTF, assets, and
other revenues- to meet all obligation payments due in the nex~ ROPS period. Please formally.
notify us immediately if your suec_cessor ag~cy has an insufficientfunds si.tu,4tion as we n~ast
.f.grward.~uc._h notice to DOF an~J~t!3.e Sta.te. ConfrolIe~.                             :, ~

Section 34183(b) provides a methodology to address insufficient funds situations. It specifies
reductions in amom~ts paid out of the IffqTF as follows:

First, residual is reduced.
Second, the successor agency administ-rative allowance is reduced.
"l~ird, subordinated passthroughs are reduced.

Where applicable, we have applied this methodology in the attached estimate.

Correctlon to Account for Over-Apportionment

For this first distribution from RPTTFs, there is a unique apportionment issue. The monies for
the first’ ROPS period (January I, 2012, through June 80, 20!2) were provided in several tax
distributions by the auditor-controller up through February 1, 2012, and tt~ose apportionments
were provided prior to the cer~ificaldon and approval of first period ROPS. Therefore, in many
cases, there were significant over-apporeionments of tax revenues for the first ROPS period.

Pursuant to DOF Guidance: .’Tot those ~gencies that received the re~ular prope~ty..tax ¢zllo.cation
.D.ecember, Nose.amountq determined toibe, due to ~axing.agen¢ie.s..for the [anu~ry to June period should
.d.e&¢cted f!’om .the rune 1 .pr~yments. d~e to successor ~g~ncies for the .{t~@..l, 201~.through. Deeember 3_l~l

Page 3 of 4



Letter to Successor Agency Finance Directors and Finance Directors of Affected Taxing Entities
Re: May 1 Estimate of Distributions from Redevelopment Property Tax Trust Funds
May 11, 2012

2012 period." We l~ave followed this pr0cedure ha the attached estimates, showing the
overpayments as a deduction against ROPS and successor agency administration distributions
for the June 2, 20!2, distribution.

We understm~d that some successor agencies may have used part of the earlier apportionment
for payments due in the first half of this fiscal year. However, section 34177(1)(3) provldes that
"Former.. ~:~development a~ency .e.nforceahie... obligation p~ymen~s ..~g,~, and reason~h.te .or. necessary
administratipe..costs due or incurred, prior .~0 ]¢¢nuary .1, 2012, shall be made.h’om proper~] tax revenues
received in the s. riprprprprprprprprp~g of 2011 p.voperty.tax distributions, and:~om.o~her reve~!ues and balances transferred
to the succeszor, agency, ~’ We are therefore correcting the over-apportionment, as shown .on the
attached estimate.

Thank you all for y0~tr continued cooperation mad support in this vei’y difficult and complex
implementation process. Please do not hesitate to contact us with questions. The main contact
regarding these estimates is Jai Singh, Controller-Treasurer Division Manager, at (408) 299-5252

Sincerely yours,

Vinod K. Sharma
Director of Finance

Hon. John Chiang, State Controller
Ms. Ana J. Matosantos, Director, California Deparhnent of Finance
Successor Agency Executive Officers
Oversight Board Members

Page 4 of 4



County of Santa Clara

Controller-Treasurer Department
Properly T~x Divisiou
70 West H~ddlng Suee~ East Wing
Sm~ Jose, C~ifomta 95110.1705
(408)299-2541 FAX 298-7452

Notice of June 1st 2012 Distribution
Redevelopment Pcoperty Tax Trust Fund (RP’ITF)

May31, 2012

Jesse Takahashi, Finance Director
City of Campbell Successor Agency

70 North First Street
Campbell, California, 95008

Re: RedevclopmentProperwTaxTtalst Fund (RPTTF) June 1, 2012 Distribution

Please see below fl~e details of the June It 2012 Distribatiou,

Part A

PropertYTa~ revenue advances (for Jan 1, 20~2, thru Jun 30, 2012 P, OP5)
Less’, Max, RP~F Obligation approved b~ DOF for Jan to Jun 2012 (excluded Pass-thru)
Less’, Re.Certified ls~ ROPS SAAdmin ~st4/~6/~2"
Balance after 1st ROPS

credit applied to certified 2nd ROP$
Credit applied to certified 2nd ROPS SA Admin cost

Balance owed by the SA after June I dlstdbutlon

Note:

Pursaa~,t to H&S code section 34177 (I) (3), please rclum the excess amoun!
immediately to the RP’KI’F. If the amount Is not ret~lmcd whhtn next 30 days,
the County xvtll start charging iuterest on the balance due using Connty’s
eommhtgled pool investment rate erratum.

3,~92,57Lgl
(729,0~,0,00)
(125,000.00)

(125,000,00}

1~088,503.81

Part B

Deposit~ Property Tax fvenl all sources into tile RPTTF (for Jul 1, 2012
thru Dec31, 2012 ROPS)
Less: County Auditor’s admh~ costs
Less: SB 2557 Pt~x Ad~n Fee
Net Available for Distribution under H&S 34183

$ 3,223,445,84
(51,086.4!)
(87,381~88!    (138.,468~29)

3,084,977.55



~l!0cetion of Moneys in RPTTF

Priority I - Pass-through Payments (See Below)

Priority 2 - Recognized Payment Obligations-
Max. RPTTF Obligations Approved by DOF for Jul to Dee 20t2
Credit from overpaid apporfionmanls in the 1st half year

(2,965,521

Priority 3 - Successor Agency Adm[n Costs (nfln of 3% oiler to RPTTF or $250k) -
Re-Certlfied 2ud RaPs S/I 6/12
Credit from overpaid apporlionmanls iu tire 1st ball’year

025,000.00)

125,000,00

Priority 4 - SCO Invoices for Audit & Over~ight- tfany

Reserve for items certified by the county anditor controller but denied by DOF (see

Realdnal Balance (See dLs~r~bution In Part C)

(9,986.00)

109469,67

Note:
This reserve, will be hdd up until June 30, 20 ] 2 to resolve the dlft~reueas between DOF, auditor controller and ~� SA.
If~o tssae~ ~o eel resolved by June 30, 2012 ~¢ ~ount will b~ dis~buted to the taxing entities.

Santa Clara County
Sanla Clara County Ltbrar3’
Campbell
Canqbrian Elementary
Cmnpbell Union ElementaD,"
Campbell Union Hie$~
West Valley-Misslon Community College
Coanty School Servic0
Santa Clara Valley Water District
Bay Area Air Quality Management District
Campbell Mmdclpal Lighting District

Acoonnt ;NO,

00010
00090
00901
10170
10190
12010
14004
17035
27010
38001
71051

Priority I - Pass-lhrough Payments

, , ,    Cod~34183(a)(l)
1290 Statutoq/ 2% Inflation ,,    Nesotialed ,,, Total

$ 1,666,132,76 $ 1,666,132.76
284,157,76 284,157.76

$ 38,277,38 "38,277.38
123,319.14 123,319.14

413,815.84 413,815,84
197,635.00 197,635.00
119~407.10 I t9,407. I 0
~29,536.54 29,536.54

657.96 657.96
92~582.40 92~582A0

657.96 $ _=.3827%38 $ 2926,586,5~~4 S 2,965,521.88

Part C
Frarn Part A: From Part B:
Dish’ibuflon will
be made once tire

lands are Distribution of
rehtrned by R PTI’I," Residual
Successor amouut on
Agency’ .... Jun 1 2012

Santa Clara County 148,771,71 S t4,961.81
Santa Clara County Library 27,925.15 2,808,40
Campbell I I 0, ! 98,52 11,082.55
Cmnbrlan Elementary 56,886,88 5,72t
Campbell Union Elementary 216,013,84 21,724,28
Campbell Uuton High 191,647,65 19,273.g0
West Valley-Mission Commtmity College 91,529.32 9.205,01
County School Service 39,820,86 4,004.74
Santa Clara Valley Water Distrlot Central Zone I 1,779,32 I, 184.63
Santa Clara Valley Water District No~h Central Zone 260.15 26,16
Santa Clara Valley Water District 1,797.31 180.75
Bay Area Air Quality Management District 2,027,91 203.95
Can~pbell Munleipal Lighting Distriot 13,769+ 17 1,384.75
Santa Cl~a County Importation Watar-Miso District 5,354.22 538,47
Santa Clara Valley Water District West Zone 4 1,380.07 138.79
EP, AF K- 12 145,166,33 14,599,22
ERAF College 24~175,39

Total 1,088,503.8 I_ ~ 109 469,67

Please contact Jai Singh (408) 299-5251 or Kennelh K~ at (408) 299-5256 of the Property T~x Apportionment Division if you have any questions.

o.e, Taxing entities



County of Santa Clara

Finance Agency
Controller.Treasurer Depad.ment
Property Tax Division
70 West Hedding Street, East Wing
San Jose, California 9,5110-1705
(408) 299-2541 FAX 298-7452

Notice of June 1st 2,012 D|stribution
Redevelopment Property Tax Trust Feud (RPTTF)

Jtmo 1. 2012

David Woo, Finance Direot0r
City of Cupetlino Successor Agenoy
10300 Torte Avenue
Cupertino, California 950!,1

Re: Redovelopmenl Properly "lax Trust Fund (RPTTF) June 1,2012 Distribution

Please see below the details of tile June l, 2012 Distribution.

Part A

Property Tax revenue advances (for Jan 1, 2012 thru,lun ~0, 2012
Less: Certified ~,st ROPS 4/5/t2
Less: Certlfled 1st ROP$ SA Admln Cost 4/5/12
Balance after let ROPS

credit applied to certified 2nd ROP$
Credit applied to certified 2nd ROP$ SA Admln cost

I]alance owed by the SA after June :1 dlstdbutlon

Pursuant to H&$ code seetlon 34177 (1) (3). please return die excess amou~U hun’~ediately to the RPTTF,
If the amount is not returned within next 30 days, the County will start charging interest
on the balance due using County’s commlglcd pool investment

Part B.

Deposit: Property Tax from all sources into the RPTTF (for Jul 1,201.2 thra Dee 31. 2012 ROPS)
Leas: County Auditor’s admin costs
Less: SB 2557 Flax Admiu Fee
Net Available for Distribution under H&S 34183

~]]9cation 0fMone~,s in RPaTF

Priority I - Pass.through Payments

Priority 2 - Recognized Pa~,ment Obligefions - Certified 2nd ROPS 5/Z1/12

Priority 3 - Snccessor Agency Admh| Costs (rain of 3% alloe to RPTTF or $250k)
- Certified 2rid ROPS 5121112

Priority 4 - SCO Invoices for Audit & Oversight - if any

Total
171,,~0.61

46/’,40,6!

45,440,61

$ (144,880.77)
(41,944.97)
(H,stg.t6) , (~,4~4.~3)

(198,344.90)

RPTTF Defietl $ (198,344,90),

Please contact ,~ai Siugh (408) 299-5251 or Kemteth Kent at (408) 299-5256 of the Property T~ Apporlionm~)nt Division if you have any questions,



County of Santa Clara

Finance Agency
Contmller-Treasure~’ Department
Property Tax Division
70 West Heddlng Street, East Wing
San Jose, California 95110-1705
(40B) 299-2541 FAX 298-7452

Notice of June 1 st 2012 Distribution
Rcdavdopment Properi~ Tax Tntst Fund

Stove Conway, Dkootor of Fin~c¢
Town of Los Gates 8uocessor Ag~n~
P,O, ’Box 949
Los G~tos, California 950~ b0949

Re: RedevelopmentProperty Tax Tn~st Fund (RPTTF) Juno l, 2012 Distribution

see below the details of the Juno 1, 2012 DIs~,ibution.

Part A

Properb/Ta× revenue advances (for Jan 1, 2012 thru Jun 30, 2012 RAPS)
Less; Max. ~P’IJF Obligation approved by DOF for Jan to Jun 20~2 (excluded pass~thru)
Le~s: Re-Codified ~st RaPS SA Admin Cost 5/14/~
Balance a~er 1st ROPS

Credit applied to ce~ifled 2nd ROPS
Cfedlt applied to certified 2nd ROPS SA Admin cost

Balance owed by the SA aRer June Z distribution

~ 4,!86,567.B7

(~Z5,000.O0)
2,618,05L37

(125,000.00)

~ 1,025o718.g7

Note:
Porsuant to H&.~S oodo sea|ion 34177 (I) (3), plccs¢ retm-n the e×ccss mno~mt immsdiately Io the RFFTF, lithe amount is not
returned within next 30 days, the County will start charging interest oa the, balanc� due wing County’s comm~gicd pool inveslment
rate of return.

Part B

Deposit: Property Tax from all sburces into th~ RPTTF (for Jul I, 2012
thru Dee 31~ 2012 RaPs)
l..¢ss: County Auditor’s admln costs
Loss: SB 2557 Ptax Admin Fc�
Not Availebio for Dish%arian under H,~S 341 g3

Allocrdlon of Moneys in RP’ITF

Priority I - Pass-through Payments (See Below)

Priority ~-- Recognized Payment Obligations-
Max, RiVI’TF Obligations Approved by DO]~ for Jul to Dee 2012
Credit from overpaid apporfionmenls in the 1st half year

(49,793,25)
,
4,159,636.43

(4,027,213,98)



priorily 3 ~ Su~easor Agency Admfn Cost~ (mtn 0f3% all0¢ tO RPTTF or $250k) ~
Certified 2ud ROPS 5/22/12

Credit from overpMd app.ortlenmeniS in the let half year

Pr|arlty 4- SCO Invoices for Audit & Overslgh! - if any

Reserve for resolution of pa~s-through cakulatlon methodology

025,000.00)

125,000.00

(76,984,74)

Residual Balance (See distribution In Part C)

Santa Clam Coonty
Town of Los Gates
Los Gates Union
Los Gato~ High schoo} Dlstdct
West-Valley Mission College
COE
Central Fire District
Mid-Peninsula Open Space Dlst

Priority 1 - Pass.through Payments

Pass-th*ough for June !, 2o12
Account No. DIstrtbutlo.n
....... Agr’.~meat "~ Elected Amt.

o001o ’ ~o,~’~i’00 [ ~o~,7~,~
02651 I 120,629.15
10430 1,435~988.00
123~ I 1,082,100.00 L73,930.4~
140~ I 112,774.00
17035
~018 [ 131,549,90
2600~ [ 40~900.OO ~3,625.88

II ’ ’ ~,7~,~4~.o~

Paidfrom
Prior

Distrthuttoq
6letted Am~.

lo4,398.32
60,314.58

Tota~
1,188,948.64

120~629.15
1,435,988.00
1,256,030A1 86,965.21

510034.00
131,549,90 65,774.95

54,525.88 6,812.94

Net

1,084,550.32
60,:314.57

1~4~5,988.00
1,169,065.20

112,774.00
51,034.00
65,774.95
47,712.94

4,027 213,98

Part C

S~m Cl~a Couoty
L~s Gates
Los G~tas U~on ~lcm~n~

W~st V~l~y-~sslo~ Co~=~i~ College
Co~ Sdtool Sewiee
Cen~at F~o Protection Di~ct
Midpe~sula Reglon~ Open Space ~s~
S~ Cl~a V~ey Water Dts~et Cen~ ~oe
S~ Cl~a V~ey Waler Dis~et
Bay ~ ~ ~i~ M~ment ~s~ct
~ad~u~ Coyoto Reso~ Conse~a~on Dts~et
S~ Cl~a Cunn~ tin.Ration Water-Miso Dis~ct
S~’CI~a V~ley Water DIsPel W~ ~ne 4
E~ K-12
E~ Co, age
R~se~¢ for 1st ROPS ~fferen~ ~een ~F & Co~ approv~

Tot~

From Part A:
bJsfribullon will

be made once
the funds are
returned by
Successor

34,841.04
27,493.73
6g,353,16
51,230.40
2t,43537

8,598.50
39,047.89

3,997.40
2,832,82

420,92
474,92

0.20
1,253,91
323,20

29,830,12
4,967.78

730,6!7.00.

From Part B:

D~trlbufion of
RFITF Residual~

a~nount on
I 2012
6,545,23
5~164,97

12,840.82
9,624,14
4,026.85
1,61531
7~335,53

750,95
532.!7
79,07
89,22
0.04

235,56
60.72

5,603.88
933.25

$ 5543731

Please contact Jai Sing.% (408) 299-5251 or Kenneth Ken at (408) 299-5256 of the Property Tax Apportionment Division If you have any questions,

c,c, Taxing endfi~



County of Santa Clara

Finance Agency
Controller-Treasurer Department
Property Tax Division
70 West Heddtng Street, East Wing
San Jose, California 95110-1705
(408) 29g-2541 FAX 298.7452

2012

Emma Karlen, Director or’Finance
City of Milpilss S~.lceessor Agency
455 E, Calaveras Blvd.
Milphas, California 95035

Notice of June 1st 2012 Distribution
Redevelopment Property Tax Trust Fund (RPTTI~)

Re: Redevelopment Properly Tax Tnlst Fand (RPTTF) June I, 2012 Distribnllon

Please see below the details of the Jmte 1, 2012 Distrlbutio=’~.

Par! A

Propert~/Ta~ revenue advances (for Jan :1, 20~.2 thru .lun 30, 20/.2 POPS)
Less: Adjusted RPTTF Obligation per DOF for San to Jun 2012
L~ss~ AdjUsted 1st ROP5 SA Admin Cost
Balance a~er 2st ROPS

Credit applied to ce~lfled 2nd BOP5
Credit applied to tariffed 2nd ROPS SA Admln cost

B~lance owed bythe SA ~Eer June ~ distribution

Tote~l
:16~747,53.1.07

(!2,4 g4,947.00)

~,6~8~16,74

(3,638,316o74)

Part B

Deposit: Property Tax from all sources into ~1~� RPTTF (for Jul t,
201~ thru Dec 31, 2012 ROPS)
Less: Cotmty Auditor’s admin costs
Loss: SB 2557 Ptax Admin Fee
Net Available for Distribution under H&S 34183

It~ Ou 0fMoneys nRP, TTF_

Priority 1 - Pass-through Paymenls (See ’Below)

Priority 2;. Recognized "Payment Obligations
- Adjusted RPTTF Obl~lgafions per DOF for Jul thru Dee ~ 2012
Credit from overpaid apportlonmenls iu the 1st half year

Priority 3 - Successor Agency Admtn Costs (rain of 3% alloe to RPTTF or $250k) -
for 2nd ROPS
Credit from overpaid apporllonmenls in |he 1st half year

$ 16,352,630.88
(92A86,67)

..(482,o18.68)
15,778,!25.53

(607,902.01)

(10,043,071.30)
3 638,316,74    (6,404,754,56)

(301,292.14)

(301,292, t4)



Priority d - SCO Involce~ for Audit & Oversight- if any

Reserve for items certified by the county auditor controller but not approved by DOF (see Note)
Reserve fro’ SA Admin Costs certified by the ¢oun~ auditor conWoller but not approved by DOF (see No{(

(709.213.00)
(34,851.65)

Residual Balance (See distrib.tlon in Part C)

Hole:

This reserve will ba held up utRil June 30, 2012 to resolve the dlft~renees be~,veen DOF, auditor controller and
¯ ~ SA. If the i~ues a~ uot resolved by Jane 30, 2012 th~ amount will b~ disl~bated to th~ taxing enlilies.

$,~..~7 720 112,17

County
County Library
City of Milpltas
Berryessa Elem
Mtlpitas Unif
Eastslde High
San Jose Comm college
County School Service
5CV Water Dtst ~ast ~
5CV Water Dtst
Bay Area Air QUali~ Mgmt
SCV Water Dis~ St Water Proj
SCVWD Zone W-4
Passthmugh reserve fo~ E~AF payment (pending for ~ Unified case metho

Account No.!

00010
00090
03401
10130
10460
12060
14006
17o3s
27002
270~0
SaO0~
77001
7702~
0~7~

Priority 1 - Pass-through Paymen~

,*uae 1, 201’2
through Payments

AEocat~on Per
ABI290 PT as of Paid from Prior PeRlnent Code

4/30/12 Di~tflbution 34183 (a)(1)
~290 Statuto~

236,608.66 228,853.60
37,893.07 36,046.08

214,401.18 148,~.85.71

555,950.92 312,108.01

90~1..47,21 60,60715
43,875,0? 24,63L13
23~374.48 14,181.40

2,404,16 1,499.09
2,5~4.90 1,434.28

15,636.78 II,205.79
1,738,72 1,061,66

213,:t30,76

Z,43L715,88

7,755.07
I,B47.00

66,215.48

243,842,91

39,540.06
19,243.89
9,193,09

905,08
1,:t20,62
4,430,99

677.07
2~3,130.76

829,813,88 60LgoL01

Part C
From Part B:

DlstHbutlon of
RPTTF Kesidual

amo~lllt on Ja,e It
2012

Santa Clara County 1,043,275.00
S~ta Clara County Library 195,827,63
Milpitas 1.214.802.52
Milpites Unified 3,094,559.74
San Jose-Evergreen Community College 501,771.38
County Sehoo! Service 244,218.24
Santa Clara Valley Water Dislriet East Zone 1 130,105 A I
Santa Clara Valley Water District 12.603.83
Bay Area Air Qaa!ity Management DIsPel 14.220,92
Sanla Clara County Importation Water-Mise District 37,546.98
Santa Clara Valley Water Dis~cl West Zone 4 9.677.88
ERAF K-12 1,047,119.69
ERAF College .... 174~382.94

Total $ 7 720 112.17

Please contact 2at Singh (408) 299-52:51 or Keunetll Ken at (408) 299-5256 of the Property Tax Apportionment Division if you have ,any questions.

Taxing eatities



County of Santa Clara

Finance Agency
Controller-Treasurer Deparlment
Properly T~x Division
70 West Heddlng Street, East Wing
San Jose, California 95110-1705
(408) 299-2541 FAX 298-7452

,~une l, 2012

Kevin Riper, Vmanee Director
City of Morgan Hill 8accesser Agency
Redevelopment Agone/
17555 Peak Aw
Morgan Hill, CA 95037

Notice of June 1st 2017~ D~str~bution
Redevelopment Property Tax Trust Fm~d (RPTTF)

Re: Redevelopment Property Tax Tn~st Fund (RPTIT) J~me I, 2012 Dis~bution

below the details of the J~me l, 2012 Dis~bation,

Purl A

Property Tax revenue advances (for Jan 1~ 2012 thro Jun 30, 20.~2 ROPS)
Lass," Adjusted RPTTF Obligation approved by DOF fo~’,lan to.lun 2012
Less; R¢-Cei’fified lsl ROPS SA Admin Cost
1st ROPS Balance

Credit applied to certifiad 2ud ROPS
Credit applied to ce.rtified 2nd ROFS SA Adndn oust

Balance owed by the 8A after Jane I distribution

Part B "

Deposit~ Property Taxffom aft sources into tha R.PTTF
(for did 1, 2012 thru Dee 31~ 2012 ROPS)
Less; County Auditor’s admin ousts
Less: SB 2557 Ptax AdmJn Fee
Ne~ Av~lable for Dis~ibutton under H&S 34183

Allog~afion of Moneys in R.P’I~F

Priorily I - Pnssqbruugh Paymenls (See Below)

Prlor~ty 2 - Recognized Pn~,ment Obligations -
Max, RPTTIt Obligations Approved by DOF for Jul Io Dee 201Z

Credit frum overpaid apporfionmenls in the Ist half year

Priority 3 - Successor Agency Admtn Cosls (rain of 3% aftoo to RPTTI~" or $250k) ~
Certified 2rid ROPS 511411Z

Credit from overpaid app0rfionmen~ in the 1st half year

Total
8~783~004,95

(~1,042.00)
151,127,95

(15t,127,95)

$ 9,357,203.77
(95,004.19)

(256,~27,!6) (35!,63L35)
9,005,572.42

(901,829A4)

(6,163,667.00)
... !51fl27.~5 (6,012,539.05)

(184,910,00)

(t84,910.00)



PriorHy 4 ~ SCO I~voiees for Audit & Oversight - if any

Reserve for items certified by the county auditor coniroller but not approved by DOF (see N~te)
Reserve for SA Admln Costs certified by Ihc county attdifor controller but not approved by DOF (see Note)

Residual Bai~Jaee (See distribution in Part C)

(667,000.00)
03,~50.00)

$ .1,20S,943.93

This reserve will be held up until June 30, 2012 to resolve the differences betw~n DOF, auditor controller and the $A. If the
issues erie not resolved by June 30, 2012 the amount will b~ distributed to the taxing entities.

~o~n~ Ubra~
City of Morgan HIU
Morgan Hill Unified
Gavllan Comm College
Count:y School Service
So San~ clara Co Fire
SCV Water DIst East 1
SCV Water Oist South
S~Water Ols% General .
Bay Area Air ~uality M~mt
Loma Prleta Res Cons Olst
SCVWD Zone W-~
SCV Water DIst St Water Project
PasSe(DaSh reserve for ERAF payment (pan,inK for ~

00010
00090
03901
10380
14005
17035
28045
27002
27006
27010
88001
6~oo9
62021
770O1
01477

Priority I - Pass-through Payraen~

A~1290 PT aS...~of

~05.~746,~.6
50,909,88

829,2~2,6~

Paid from Prior
Distribution

274~503.49
44~6~9.~9

132,109.62
427~178.00

June 1, 2012 PasS.
throuKl~

Payment~
Allocation Per
Pertinent:Code

34183 (a)(3) ......
.t29D Statutor

3X,242.68
6,2~034

55,585,8~
402,054,6~

1,656.41
28,293.88
3,754.85
~,516.02

643,76
17,786.70
16,595.84

294,668.77

1 909,445.g~.

54,299.67 S$.,106.18
32,732.65 ~0,807.S7

922,56 733,86
14~575.24 13~718,64
2,/.06.09 1,648.77
!,81L27 t.704.7~

363.98 279.78
9,874.9~ 7~911,80

3,2~519.77 4~076.07
294~668.77

~.,007.h6;I~!~I    gO1,SZ9.44

From part B:

Distribution of R.PTTF
Residual emount on Jtme 1,

2012

Santa Chra County $ 167,287.88
Stadia Clara County L{br m’~ 31,400,72
Morgan Hill 121,729,27
Motgun Hill Unified 537,796.22
Chvilan Community Co’ego 68,360.62
Co~W School Sc~Ice 41,208,80
S~ Cl~a V~ey Wa~r Dis~ct ~t Zone 1 t,76336
S~ta Cl=a V~ey Water DisMet Sou~ ~ne I m 7,710.52
S~ta Cl~a V~ey Wat~ Dis~ct 2,483.80 .
Bay ~ ~ Qu~IW M~agement Dis~ct 2,280.31
~ Pfi*~ Rcsour~ Cease.orlon Dis~lct 419,75
S~ta Cl~a V~ Water Di~fict West Zon~ 3 I 1,449.99
S~ Cl~a Co~ lm~flon Water-Misc Dis~ct 6,020.61
E~ K-12 168,045.99
E~ College 27,985,68

Tot~ $ 1,205#43.93

Plead eoniaot JaJ Singh (408) 299-5251 or Kenneth Kan at (408) 299-5256 of’die Property T~x Apportionment Division if you have any questions.

D.c. Taxing entities



County of Santa Clara

Finance Agency
Controller-Treasurer Department
Property Tax Division
70 West Hedding Street, East Wing
San Jose, California 95110-1705
(408) 299-2541 FAX 298-7452

Notice of June 1st 2012 Distribution
Redevelopment Property Tax Trust Fund (RPTTF)

May 31, 2012

Patty Kong
Finance Director
City of Mountain View Successor Agenoy
P,O. Box 7540
Mountain View, California 94039

Re: Redevelopment Property Tax Trust Fund (RPTTF) June l, 2012 Distribution

Please see below the details of the June 1, 2012 Distribution.

Part A

Property Tax revenue advances (for Jan 1, 203,2 thru Jun 30, 203,2 ROPS)
Less: Max. RPq-!F Obligation approved by DOF for Jan to Jun 20:12
Less: Certified 3,st ROPS SA Admln Cost 4/3,2/3,2
Balance after 3,st ROP$

Credit applied to certified 2nd ROPS
Credit applied to certified 2nd ROPS SA Admln cost

Balance owed by the SA after .lune :!. distribution

Tote.___!
2,359,244.72

(395,630,00)
(3,25,000,00)

~.,838,614.72

(1,838,614,72)

Part B

Deposit: Property Tax fl’om all sources into IheRPTTF (for Jul
1~ 2012 thru Dec 31~ 2012 ROPS)
Less: County Auditor’s admin costs
Less: SB 2557 Ptax Admin Fee
Net Available for Distribution under H&S 34 183

(42,954.63)
,(62,228.24)

$ 2,185,876.42

.... (I05,!82.87>
2,080,693.55



~AJl~catl.on of Moneys in RI*TTF

Priority I - Pass-through payments

Priority 2 - Recognized Payment Obligations -
Max. RPTTF Obligations Approved by DOF for Jul to Dec 2012

Credit from overpaid apportionments in the 1st half year

Priority 3 ~ Snccessor Agel~cy Admln Costs (rain of 3% alice to RPTTF or $2501~
Certified 2nd ROPS 4/27112

Credit from overpaid apportionments in the :/.st half year

Priority 4 - SCO Invoices for Audit & Oversight - if arty

Residual Balance (See distribution in Part C)

(2,001,356.72)

. ..1,838~6!4.72

(125,000o00)

(162,742.00)

(125,000.00)

$ 1,79~951,55,

Part C

Santa Clara County
Mountain View
Mountain View Elementary
Mountain View-Los Altos Union High
FoothilI-DeAnza Community College
County School Service
Midpeninsula Regional Open Space District
Smata Clara Valley Water District North West Zone
Smata Clara Valley Water District
El Camino Hospital
Bay Area Air Quality Management District
Mountain View Parking District No,02
Sm~ta Clara County Importation Water-Mise District
Sama Clara Valley Water District West Zone 4
ERAF K-12
ERAF College

Total

From Part B:

Distribution of
RPTTF Residual

amount
on Jun 1 2012

243,648.60
259,827.25
315,603.44
255,444.00
114,343.51
61,549.72
27,954,43
21,006,57
2,943

31,727.22
3,321.18

192,806,13
8,768.80
2,260.19

215,807.28
. . 35,939..64

!,792,951.51

Please coutact Jai S ingh (408) 299-5251 or Kenneth Kan at (408) 299.5256 of the Property Tax Apportionment Division if you have any questions

Taxing entities



County of" Santa Clara

Finance Agency
Controller-Treasurer Deparlment
Property Tax DIvtsion
70 Wesl He~ldlng Slreet, East Wing
San Jose, California 95110-1705
(408) 299-2541 FAX 298-7452

Notice of June 1st 2012 Distribution
Redevelopment Property Tax Trust Fend (RPTTF)

June 1, 2012

Gary Ameling, Director of Finance
City of-Santa Clera
1500 Warburton Avenue
Santa Clara, California 95050

Re: Redevdopment Proper~/Tax Trost Fund (RPTTF) June l, 2012 Distrlbudon

Please see below the d~tails of the June 1, "2012 Distr]bu|ion.

Port A

Property Tax revenue advances (for Jan 1, 2012 thru.lun 30, 2012 ROPS)
Less; Max. RP’Iq’F Obligation epproved by DOF for tan to .lun 201,2
Less: Re-Certified 1st ROPS SA Admln Cost 4/16/12
Balance after 1st ROPS

Credit applied to certified 2rid ROPS
Credll; applied to certified 2rid ROPS SA Admln cost

Balance owed by the SA af~er June I dlstrlbntion

(2,952,25~,00}
(125,ooo,oo)

$ ~78,S40,37

Note:
Pursuant to H&S oode section 34t 77 (I) (3), ple;tse return the excess atuouut hnmediately to fl~e RPTTF, If"the
amount is not returned with in next 30 days, the County \v~ll start charging interest on the balance due uslng
County’s commingled poet investmeut rote of return.

Part B

Deposltt FropertyTax from nil sonrces into
the RPTTF (for Jul 1, 2012 thru Dec 31~ 2012
noes)
Less: County Audlto£s admiu costs
Less: SB 2557 Ptax Admin Pee
Net Available for Distribution under H&$ 34183

~]!0~tion of Moneys in RPTI’F

Priority l - Pass-through Payments (See Below)

$ 14,324,603.57
(93,907.69)

(402,209.2 !)    (496,1
13,828,486.67

(I,024,542.95)



Prlorlt), 2 ¯ Recognized Payment Obligations -
Max, RPTTF Obligations Approved by DOF for Ju| to Dee 2012
Credit from overpaid apportioumouts in the lsl half year

Priority 3 - Successor Agency Admln Costs {’rain of 3% Mloe to RPTTF or $ZS0k)-
B.e-certflltd Znd ROPS 5/25112

Credit from overpaid apportionments in tile Ist hMf year

Pdorlty 4 - SCO ll’avoices for Audit & Ovcr.~ight - if any

Reso~ve for pending review and resolution of Stadium Contra~t by tile Cot.mty Auditor
Controller, Oversight Board and DOF:

Residual Balance

(2.952.2S~.00)

2,952 253.00

.... !25,000.00

(12,803,943,73)

Priority 1 - Pass,through Payments

,,

., A¢¢oopI

0o01o 2o, sTe,~

~,04L40

Pl~so contact Jal Siagb (408) 299-525! or Kenneth Kaa at (408) 299-5256 of the Property Tax Apportionment Division if you have nay questions,

o.o. Taxing entitle~



Cotinty Of Santa Clara

Flnanoe Agenoy
Controller-Treasurer Department
Property Tax Division
70 West Hedding Slree!, East Wing
San Jose, California 95110-1705
(408) 299-2541 FAX 298-7452

June 1,2012

Grace Leung, Finance Director
City of Sunnyvale
P.O. Box 3707
Sunnyvale, California 94088

Notice of Ju ne I st 2012 Distribution
Redevelopment Property Tax Trust Fund (RPTTF)

Re: Redevelopment Property Tax Trust Fund (RPTTF) June 1,2012 Distribution

Please see below the details of lhe June 1, 2012 Distribution.

Part A

Property Tax revenue advances {for Jan :L 2012 thru Jun 30, 2012 ROPS)
Less: Max, RPTTF Obti6atton approved by DOF for Jan to Jun
Less’, Certified 1st ROPS SA Admin Cost 5/24/12 (limited to available fund)
Balance after 1st ROP$

Credit applied to certlfled 2nd ROPS
Credit applied to certified 2rid ROPS SA Admin cost

Balance owed by the SA after June I dlstr|butlon

$ 4,673,603.09

,
¯ (o,oo)

$ (o,oo)

Part B

Deposit; Property Tax from all sources into the
RPTTF (for Jnl 1, 2012 thru Dee 31, 2012 ROPS)
Less: County Auditor’s admin costs
Less: SB 2557 Ptax Admin Fee
"Net Available for Distribution under H&S 34183

Allocation of Moneys in RPTTF

Priority 1 - Pass-through Payments

Priority 2 -Recognized Payment Obligations -
Max. RPTTF Obligations Approved by DOF for Jul to Dee 2012

Credit from overpaid apportionments in the 1st half year

$ 4,420,551.41
(32,826.52)

. .(1~6,350.62.) ........(169,177.1~).
4,251,374.27

(z,685,332.0o)
(1,685,332,00)



Priority 3 - Successor Agency Admin Costs (rain of 3% allot to RPTTF or $250k) -
Re-Certified 2nd ROPS 5/24/12

Credit from overpaid apportionments in the ~st half year

Priority 4 - SCO layoices for Audit & Oversight - If any

Rese~3,e for items certified by the county auditor controller but not approved by DOF (see Note)

Residual Balance

(125,000.00)

(125,000.00)

(7,163.00)

$ 2 433,879,27

Part C

From Part B:

Distribution of
RPTTPResidng

amou~ton June
2012

Santa Clara County $ 370,014.59
Sunnyvale 310,692.75
Sunnyvale Elementary 527,022,6 !
Fremont Union High 454,883.00
Foothfll-DeAnza Community College 173,646.66
County Sohool Service 88,560.69
Midpeainsula Regional Open Space Distrlot 42,452,73
Sm~ta Clara Valley Water Distdct Norlh Central Zone 24,699. I 0
Santa Clara Valley Water District 4,470,16
El Camino Hospital 48,182,24
Bay Area Air Quality Management District 5,043,68
Santa Clara County Importation Water-Mist District 13,316,65
Santa Clara Valley Water District West Zone 4 3,432.42
ERAF K-12 3 t 5,002.75
ERAF College 52~459,24

Total $ 2,433,879,2_7~

Please contact Jai Singh (408) 299-5251 or Kenneth Kan at (408) 299-5256 of the Property Tax Apportionment Divikion if you have any questions.

Taxing entities



EXHIBIT 2



OFFICE OF THE COUNTY COUNSEL
COUNTY OF SANTA CLARA

70 West Hedding Street, 9tt~ Floor
San Jose, California 95110.1770
(408) 299~5900
(408) 292-7240 (FAX)

Miguel Mttrquez

Winifl’ed Botha
Orry P. Korb
Lori E. Pegg

ASSlSTAm" COtr~TV COONS~L

June 5, 2012

ylA E-MA!L & U.S. MAIL

Hen. John Chiang
California State Controller
P.O. Box 9842850
Sacramento, CA 942850

Distribution of Tax Revenues from the San Jos6 Redevelopment Property
Tax Trust Fund

Dear Hen, Chiang:

I write in response to a letter fi’om the San Jos6 City Attorney dated Jurxe 4, 2012,
regarding purported "action" taken on June I, 2012, by the Santa Clara County Auditor-
Controller related to the San Jos6 Redevelopment Property Tax Trust Fund (ILPTTF).

Them is no action to review at this time and San Jos~’s letter is premature. As expressly
noted in an e.mail to the City of San Jos6 on June 1,2012, rto distributions have been made from
the San Jos6 RPTTF because, pursuant to Health and Safety Code seotion 34183(b), the County
Auditor-Controller is waiting for your concurrence that there are insufficient funds. (See
Attachment A.) This delay in distribution is a direct result of San Jos6’s failure to respond to the
Auditor-Controller regarding your office’s speeifio requests for additional information to
determine the sufficiengy of funds under section 34183(b). (See Altaohment B.)

You can rest assured that the County Auditor-Controller is faithfully and diligently
implementing ABX1 26 and all other applicable laws. Nevertheless, San Jos6 raises two
concerns regarding the anticipated distribution of funds fi’om the RPTTF.

First, San Jos6 takes issue with the clear requirement of section 34183(a)(1) to pay
passthroughs as the first distribution from the RPTTF. This requirement expressly applies to
section 33401 passthroughs such as the agreement between the City and the County. Section
34183(a) applies "[n]otwithstanding any other law..." and is clear in its language regarding the



Letter to Hen, John Chiang, State Controller
Re: Distribution of Tax Revenues from the San Jos6 Redevelopment Property Tax Trust Fund
June 5, 2012
Page 2 of 3

prioritization and payment ofpasstba’ough obligations, Moreover~ even under a "reverse
waterfall" situation pursuant to section 34183(b), passthroughs are still protected; only
passttu’oughs that the former RDA subordinated pursuant to specific provisions of the
Community Redevelopment Law are subordinated, and they are only subol’dinated to "bond
debt.’’~ If and when the County Auditor-Controller makes a distribution from the RPTTF, he
will follow the straightforward and specific order ofdlstributlon set forth in section 34183,

Second, San Josd expresses concern regarding the allocation of certain special taxes, As

you may know, under Proposition 218 and state 3aw., spe.cial .taxes rn~ust b.e ~ed for,the ,purp.o.s,es
for whleh they are Ievied." After a comprehensive legal rewew t~y t.;ounty t.;ounsei ann outs~e
counsel to the County, it was determined that it was improper to place levies authorized and
impo, sed for specific purposes into the RPTTF as it would be an unconstitutional diversion of
special tax monies.3 These taxes are levied to meet specific indebtedness obligations and it is
unlawful for any po~on of those monies to be used for any other purpose, including meeting
redevelopment obligations, Bond covenants cannot mandate that San Josd receive monies in
violation of the law.

Finally, San Jos6 asserts that it would have insufficient funds to meet certain bonded debt
obligations without additional money from the RPTTF, However, we are unable to fully assess
the Successor Agency’s funding situation because the City has thus far failed to provide the

~necessary documentati n to determine the amount and extent of any insufficiency of funds.
Until and unless the City complies with the repeated requests of the Auditor-Controller regarding
the insufficiency of funds report, there can be no distribution from the RPTTF, Moreover, the
best information available to the County suggests that there is no serious risk of default on any
bonded debt owed by the former RDA, as indicated on the attached ch~rt which is based on the
DOF-approved ROPS for San Jos~. (See Attachment C.)

//

//

//

~ The County has a pre-1994 passfl~rough agreement with 8an Jos~ pursnant to section 33401. The specific
statutory references for passthrough payments that may be subordinated to bonded debt in section 34183(b) do not
hwlude section 33401. The fact that section 34183, subdivision (a), expressly includes section 33401 p~issthrough
~greemenls but subdivision (b) does ~lot indicates that the Legtsloll~re intended to exclude section 33401 passflu’ough
agreements t~om the types of passthrough payments flint wottld be subordinated in reverse waterfall situations.

See CAL. CONST, art. Xtll C, §§ 1-21 Cal. Gov’t Code § 53724(e).

These levies included the Santa Clara Valley Water District State Water Project, the Santa Clara Valley Water
District Zot~e 1 Bond, and the Santa Clara County Retirement Levy,



Letter to Hen. John Chiang~. State Controller
Re: Distribution of Tax Revenues froiri file 8an Jos~ Redevelopment Pl:oper{y Tax Trust Fund
June 5, 2012
Page 3 of 3

As always, we are happy to. discuss these ~natters with your office in greater detail. We
.are very appredative of the State Controller’s efforts in the implementation of ABX 1 26.

Very truly yours,

MIOUEL M,~RQUEZ
County Counsel

Deputy County Counsel

JRW:jrw

Altael~ment~: A - J~ine 1, 2012, e-inaii tO San.:}os~.’Finance S:tii~’£
B - E-mails to ,San.aos,6 Staff regm’dtng"State Controller request
C - Sun Jos~. Cash Flow Analysis Based on Approved.ROP8

Vined K. Sharma, County Diregtor of Finance
Coumy Board of Supervisors
San Jos~ Oversight Board
San Jos6 Mayor and City Coundl
Ms. Debra Flgone, San Jos6 City Manager
Mr. Ri~k Doyle, San Jos~ City Attonmy

591776



Attachment A

Sin h Jal

From= Slngh, Ja!
Sent: Friday, June 01, 2012 4:08 PM

abe andrade@sanJoseoa,gov
Koli’, RIohard <RlOhal’d,Kell@,~nJo,eoa,go.v.> (Rlo.ha.r_d:iKn~ ’,~@o_~n,J~°a’g°v); Astir,w,0 Am
(Arn.Andrews@8~nJo~eoa,gov),.Lul, l.rene g.r.ene,Lu~@nn, g ,
Vinod,Sharma@lln,ooogov.orgl l~.a~.,

SubJe~tl Updated Amounts tn RPTTF aS Or June 1, zu’#z
AttaohmentB: June 1 SJ.pdf

Abe,

This Is to notify you that we are holding the June ~ distribution funds shown In the attaohed
worksheet In the RPTTF pendir~g resolution by the SCO. As soon as we reoelve green signal
from the $O0 to release the funds to SJSA, we will do so Immediately.           ’

tn the meantime should you have any questions, please let me know.

Jat Singh~ CPA, MPA
Controller.Treasurer Division Manager
Phone: 408.299.5251 ~"
Fax: 408.298.7452    ".

If not required, Please do not prtnt this emalL Help save the planet,

NOTIOE: This omal! message and/or tt~ attaohments may contain Information that Is confidential or restfloted, It Is
Intended only for the Individuals named as recipients In the message, If you are NOT an authorized roolplent,
are prohibited from uslng, deltverh~g, distributing, printing, copylng, or disclosing the message or content to others
and must delete the messa#a from your computer. If you have received this message In error, please notify the
sender by return omall.
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Sin h Jai ....... ....

Frotin; Kelt, Richard <Rlohard,Kelt@sanJoseoa,gov’~"
Sent= Friday, May 25, 2012 9:38 AM
To: Slngh, Jal
0o; Andrade, Abe; Andrews, Am; Lul, Irene; Sharma, VInod; Ken, Kenneth
Subject: RE: San Jose 8u~essor~s olelm of ln~ufflolenoy

Jai
Thanks for tt~e update ~, we will start getting the information together and provide on Tuesday,

I have not Ileard anythlng from DOF? Have you or Irene?

H~flo Richard,

We have forwarded the Insufficient funds Information to the State Controller’s offloe (SCO) for their
review that you have submitted with us pursuant to the H&S code 34183 subsection (b). The
office has finally responded (see e-mall below).

We will appreolate your assistance to make sure that we comply with the reques~ of the $00. It
appears that 800 would Itke to have the s~_~.p_grt[ng documents along with the Insuffiofent fund
report. To ensure that SCO does not put ten day held on the disb--ursement process, please provide
the following information with the supportfng documents as weft as the plan that shows that City is
planning to fund the insufficient funds from the Ofty General Fund.

Beginning Balances:

t) Cash on hand as of July I, 20tt (combined 80% and 20%) - (This can be verified to the
audited financial statements)

2) Cash with fiscal agents as of July ~, 20~ I (Please provide supporting documents)
3) Liquid Investments as of July ~, 20tl such as LAIF or short term investments (Please provide

supportfng documents)

Cash Inflows:

4) Properly tax advances reeelved from County from July 1, 201~ up to Jan. 3t, 2012 ( We can
verify the Information to our records)
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5) All other oesh Inflows such as rental Income, Interest Ineome ate. from July t, 20!1 to date
(Please provide supporting doeuments such as financial statements to date)

6) Property taxes expected from the County as of June 1 (We can veri~ it to the May I estimate
that we have provided you)

Cash outflows;

7) Dlsbur,,;ements made from fund balances from July !, 20! 1 to Deoember 20~ 1 (Please provide
supporting documents)

8) Obllgatlons due for the 1st ROPS (We can verff~ to tits certified ROPS)
9) Obligations due for the 2nd ROPS (We can verify to the certified ROPS)
lO)Advances to the fiscal agent (Please provide supporting documents)

Ending Balances:

11)Cash on hand (combined 80% and 20%)
12)Cash with fiscal agent
!3) Liquid investments

Jal 8tngh, CPA, MPA
Controller-Treasurer Division Manager
Phone: 40.8.209.525t
Fax: 408-298.7452

If not required, Please do not print thts small, Help save the planet.

NOTIOE; This small message andlor Its attachments may eon~aln Information that Is confidential or restrloted. It Is
Intended only for the Individuals named as reolplents I1~ the message, If you are NOT an ~utt~ortzed recipient, you are
prohibited from ~lslng, delivering, distributing, printing, copying, or disclosing the message or content to ofhers and must
delete the message fro~ your ~omputer. If’you have received thts message In error, please notlf~ the sender by return

From: SATaylor@sco,ca.gov [malll~o=SATaylor@sco.ca.gov]
Sent= Thursday~ Nay 2’~ 20~.2 4~03 PN
To: Kan~ Kenneth
Subject= San 3ose Successor’s claim of Insufficiency

Dear Mr, Kan;

The State Controller’s Office has received your small dated May :1.:1, 20~2, regarding the Insufficient
funds of City of San ,lose Successor Agency. In such clrcumstances, Health and Safety Code
section ~4:[83(b) states, ’q’he coullty, auditor-controller shall verify whether the successor agency
will have sufficient funds from whlch to servlce debts according to the Recognized Obligations
Payment Schedule and shall report the flndlngs to the Controller,#



Jal $1ngh, CPA, MPA
Controller-Treasurer Dlvfslon" Manager
Phone: 408.299.525q
Fax~ 408.298-7452

If not required, Please do not prlnt this emallo Help save the planet.

NO TIOE: Thfs sma!l message anal/or Its attachments may oontaln Information that Is ¢onfidentia! or restricted, It Is
Intended only for the tndlvlduals named as recipients In the message. If yo~ are NOT an authorized reotpfent, you are
prohibited from using, delivering, distributing, printing, copying, or dlsoloslt~g the message or content to others and must
delete the message from your computer. If you have recelved this message In error, please notlfy the sender by return

I:rom: SATaylor@sco,ca,gov [mallto;SATaylor@sco,ca,gov]
Se~t~ Thursday~ May 24~ 2012 4~03 PM
To. Kan, Kenneth
SubJect~ San :lose Successor’s claim of Insufflclency

Dear Mr.

The State Controller’s Office has received your email dated May :[:[~ 20:L2, regarding the Insufficient
"~ efunds of City of San Jose ,S,.uccessor Agency. In such clr~;umstances, Health and Safety Co~I

r

section 34:[8~(b) states, The county audttor-controll~ shall verlfy whether t1~e successor agency
will have sufficient funds from which to service debts accordin6 to the Recognized Obligations
Payment Schedule and shall report the findings to the Controller."

There is no prescribed format for your report at this time; a cover letter clearly stating whether
there are or are not sufficient funds from which the successor may service debts and
appropriate supporting documentatlon would suffice, The supporting documentation
should Include an analysis of the current balance of cash and near-cash equivalents
(Investments, LAIF deposits, etc.) available to the successor, an analysis of the expected
cash inflows, and a copy of the Recognized Obligation Payment schedule as approved by
the Department of Finance. Upon receipt of your report, the State Controller’s Office will
have three business days to concur or request a revlew~ which would place a ten-day hold
on disbursement actions.

When can the State Controller’s Office expect to hear the resells of your evaluation?

Thank you for contacting the State Controller’s Office; please let us let us know If we can be

of further assistance.

(9:1.6) 327-:1.0~7
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Sin h, Ja|

From: Kelt, Rlohard <Rl~hard.Kelt@sanjose~a.gov>
Sent: Wednesday, May 30, 20!2 5:23 PM
To= 8lngh, Jal
C¢: Andrade, Abe
SubJeot: RE: San Jose 8uo~e~sor’8 olalm of Insufficlenoy

Thanks Jai for copying me. I think we should have this wrapped up tomorrow,

Thc ~dcvelopment ~ency of the C1v ~f 8~ Jose

(408) 79~4849

Frolm Slngh, Jal [mallto:3al,Stngh@flnosccgov,org]
Sel~t~ Wednesday~ May 30~ 2012 5:~7 PM
To,’ SATaylor@sco,ca,gov;
Ca; Sharma~ Vlnod; LtlI~ Irel~e; ~,an, i~enne~n~ r~e=~ ~,,~u~ Andrade~ Abe.
Subject= FW= San ~lose Successor’s .claim of" Insurfldency

Hello Mr. Taylor,

We have.requested the below noted Information from San Jose 8u~oessor Agenoy (SJSA) to verify
the lnsufflolent funds tha~ SJSA has reported for June ~ dlstrlb’utton. We are still wattlng for=he
lnformati~n from SJSA. In order to comply with the H&S ~ode see=Ion 34183 (b), we will hold the
June 1, 20t2 distdb~ltion for 8JSA until your office concurs wlth our findings. As soon as your offtoe
oonoum with our findings, we will disfflbute the funds based upon H&S Code section 34183 (b).

dal 8tngh, CPA, MPA
Controller .Treasurer Division Manager
Phone: 408.29~.525~
Fax: 408.298H452

If not required, Please do not print this emall. Help save the planet.

NOTIOE: Thts emall message and/or Its attachments may ~ontaln Information that Is confidential or restrtoted, It Is

d onl for the Individuals named as re~lplent~ In the message. If you are NOT an authorized reafplet#, yo~ are

delete the t~o~age from your oompu~e~, If you have m~etved fh~s me,sage m error, please no[#y rne ........ , .......
emall,

From= Sfngh~ :lal
Sent= Thursday~ May 24~ 2012 5;=34 PM
To= Kelt~ P, Ichard <Rtchard,Kelt@sanjoseca,gov> (Rlchard,Kell;@sa~oseca,gov)
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C~I abe.anclrade@sanJoseca,gov; Andrews1 Arn (Arn,Andrews@sanJoseca.gov)} Lul, Irene (~[rene,Lul@fln.sccgov.org);
Vlnod.Sharma@fln,sccgov,org; Ken, Kenneth
Subject; FW~ San :lose Successor’s ¢lalrn of Insufficiency’

Hello Richard,

We have forwarded the insufficient funds Information to the State Conirolter’s office (SCO) for their
review that you have Submitted with us pursuant to the H&S code 34183 subsection (b); The SCO
office has finally responded (see e.-matl below),

We wil! appreciate your assistance to make sure that we comply with the request of the SCO, It
appears that SCO would like to have the supp~._.rt~n~.do.cumenta along with the Insufflolent fund
report, To ensure that SOO does not put te~n day hold on the disbursement process, please provide
the following Information with the supporting documents as well as the plan that shows that City Is
planning to fund the Insufficient funds from the City General Pund,

Beginning Balances:

~) Cash on hand as of July I, 201! ( combined 80% and 20%) -- (This can be verified to the
audited financial statements)

2) Cash with fiscal agents as of J~lly t, 20tl ( Please provide supporting documents)
3) Liquid Investments as of July ~, 20I¢ such as LAIF or.short term Investments (Please provlde

supporting documents)

Cash Inflows:                     : ~

4) Property tax advanees received from County from July "I, 20~1 up to Jan, 31, 20t2 ( We can
verify the information to our re~ords)

5) All other eash inflows sueh as rental Ineome, l~terest income eta, from July ~, 20~ ~ to date
(Please provide suppofling documents such as financial ~tatemen~a to date)

6) Properly taxes expected from the County as of June f ( We can veri~ fl to the May ¢ estimate
that we have provided you)

Oash outflows:

7) Disbursements made from fund balances from July I, 20~ ¢ to December 20"1t (Please provide
supporting documents)

8) Obligations due for the "lst ROPS (We can verify to the certified ROPS)
9) Obligations due for the 2nd ROPS (We can verify to the certified ROPS)
lO)Advances to the fiscal agent (Please provide supporting documents)

Ending Balances:

t ~) Cash on hand (combl!!ed 80% and 20%)
"12) Cash with fiscal agent
~ 3) Liquid investments



There ts no prescribed format for your repor~ at this time; a cover letter clearly stating whether
there are or are not sufficient funds from which the successor may service debts and
appropriate supportlng documentation would suffice. The supporting documentation
should Include an analysls of the current balance of cash and near-cash equivalents
(Investments, LAIF deposits, etc,) available to the successor~ an analysis of the expected
cash Inflows, and a copy of the Recognl~ed Obtigatlon Payment Schedule as approved by
the Dep~rtment of Finance. Upon receipt of your report~ the State Controller’s Office will.
have three business days to concur or request a review, which would place a ten-day hold
on disbursement acttons.

When’can the state Controller’s Office expect to hear the results of your evaluation?

Thank you for contacting the State Controller’s Office; please let us let us know If we can be
of further assistance.

(93.6) 327-:~017
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Sin h, Jai            ’ ’ ........ "

From~ Kelt, Richard <Rlehard.Keit@sanJoseoa.gov>
Sent= Friday, June 01, 20t2 6;51 PM
To= 81ngh, Jal
Co: Lul, Irene’, Sharma, Vlnod; Andrews, Am; Andrade, Abe
Subject; RE: insufficient Funds Responalbllltles for Counties and Successor Agetloles

JalThanks, ! did I’eca|ve and I thoughtwe would wrap thls t,p today but ABe had a funeral. I sea no reason that we
wlll not be finished on Monday. Have a good week-and. And go home it ls late,

Richard Kelt, Managing Director

The Redevdopment Agency of the Ct~ of San ~ose
~0 E, San~ Cla~ St. 14fit ~loor
Sa~ Jose, CA 951~3
008) 79fi-t849

From~ Slngh~ .1el Emallto;3al,slngh@fln,sccgov,org]
~Sent; Frlday~ June 0;L~ 20:1.2 6:47 PM
To= Kelt~ Rlchard
Cm LuI~ Irene}Sharma~ Vlnod; Andrews, Arn; Andrade~ Abe
Subject= FW: Insufficient Funds Responsibilities for Counties and Successor Agencles

Hello Richard,                                            , ~,

I hope you have received the latest release ot~lnformatlon from SCO regarding "SCO RDA
insufficiency guidance" as It Is addressed to both successor agency officials and the County auditor-
controllers, We would like to resolve this matter as soon as posslble, Please provide the Information
we have requested In May 24 e.mall so that we can verify the information and resolve this matter.
quickly.

de! 81ngh, OPA, MPA
Controller-Treasurer Division Manager
Phone: 408.299-525~
Fax: 408.298-7452

If not required, Please do not print this small, Help save the

NO TIOE: This small message and/or Its altaohmonls may ~ontaln Information thai Is ~onfldentlal or restrloted. It Is

ndlviduals named as redplents In the message. If you are NOT an authorized reofplent, you areIntended only for the I e or ~onfent to others and must
.prohlblted from using, de!lverlng, dlsO’lbutlng, pflnflng, eopylng, or disclosing the messag
delete the m~ssage fmm your computec If you have received this message In erro~ please notify the nender by return
small

From~ U]ryant@sco.ca,gov [matlto:L~ryan~@sco, ca.gov]
Sent; Frlday~ .lune O:t, 20~.2 4H5 PM
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TO: pal:,oconnell@acgov.org~ mmclell~nd@~lplnecounL~c~,com; Jlowe@co,~m~dor,ca,us~ dhouser@buLtecounty.net~
cc~udltor@co,c~l~ver~s,c~,us~ pscro9glns@counL~ofcolu.s~,org~ bob,c~mpb~ll@~c,cccount.y,us~ csch~d@dnco,org~
~loeharn@co,el-dorado,ca,us~ vcrow@co,fresno,ca.us~ t’rozmaryn@cour~L-yofglenn,net~ jmellett@co,humbold~;,c~,us~
dougnewl~nd@lmperlalcounL’y, net~ Ichapman@Inyocounty, us; barnetta@co, kern,ca.us~ DotI,Osteen@co,kll~glS,Ca,us;
pam_c@co,take,ca,us~ kfouch@coJassen,ca,us; wwatanabe@audltor,lacounty,gov~ Janet.kroeger@madera-county,com~
rglven@co,madn,ca,us; wdavls@marlposacounty,org; fordm@co,mendoclno,ca,us; Icardella-presto@co,merced,ca,us}
darcylocken@co,modoc,ca,us~ bmulr@rnono0ca,gov~ mll[errh@co,monterey,ca,us; tschulze@co,napa,ca,us;
marcta,salter@co,nevada,ca,us~ davld,sundstrom@ocgov,com; kmartJnl@placer,ca,gov;
smon!zjomery@countyof’plumas,com~ pangulo@co,rlverstde,ca,us~ valverdeJ@saccounLy,net} jgonzalez@audltor.co,sam
benlto,ca,us; larrywalker@acr, sbcounb/,govt tracy,sandoval@sdcounLy,ca,gov} ben,rosenfleld@st’gov.org~
avanhoute~@sjgov,org; gslbbach@co,slo,ca,us} th.uenlng@co,sanmateo,¢a,us~ gels@co,santa°barbara,ca,us~ Sharma~

Vlnod’~ ma       ~J o , walker@co santaocruz,c~.us;, cregnell@co,shasta,ca,us~, audl~orrlsk@slerracounty,ws~,jebeJer@co,slsktyou,ca,us~ spadllfa@solanocounL~.com, ddunk@sonom~-county,org, klelnl@stancounty,com~
rstark@co,sut~er,ca.us~ landerson@tehama,net; mhorn@trlnl~ycounL-y,org} rwoodard@co,tulare,ca,us~
drussel!@co,tuolumne,ca,us; chrlstlne,cohen@ventura.org; hnewens@yolocounLy, org; dsellers@co,yuba,ca,us
Subjec~l Insufficient Funds Responsibilities for Counties and Successor Agencies

Dear County Audltor-Controlleh

Attached please find guld’ance prepared by our office to help you and the successor agencies fulfill your property tax
dlstr|butlon duties under Health and Safety Code Section 34~8~, Includln~ instances of Insufficiency. Please distribute
this to your successor agencies and any of your staff that you feel would benefit, such as property tax personnel. If you
have any questions, please feel free to contact us at

Regards~

State ,Controller’s Office
. ~0;~ C Street~ Suite 740

Sacramento, CA 958~.6
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County of Santa Clara

Finance Agency
Controller-Treasurer Department
Property Tax Division
70 West Hedding Street, East Wing
San Jose, California 95110-1705
(408) 299-2541 FAX 298-7452

Property Tax revenue advances (for Jan 1, 2012 thru Jun 30, 2012 ROPSJ

Les~ Max, RPTfF obligation approved by DOF for Jab to,lun 2012
Less~ Re,Certified 1st ~OP~ SA Adm~n Cost

Balance after ~st ROPS

Credit applied to certified 2nd ROPS
Credit applied to cavilled 2nd ROPS SA Adm|n cost

Balance owed by the SA after June 1 disb’lbutlon

Total
$ 87,661,8.’19,00

(46~954~862,00)
11362,5Z7.00)
39,844,400.00

(~9,g44,400.00)

Part B

Depostl: Preperty Tax front all saarces into the RPTTF (for &d 1, 2012 thra Dec 3t, 2012 ROPS)
~ss: County AMitofs adn~in oasis
~ss: SB 2557 Plax Adn~{l~ Fee
N~t A~ilable for Dislribulion under H&S 34183

AIIq~olfo~~ 9f Money~ In R~TF

Priority I - Pass-lhroagb Payments (See Bdow)

Total Area.at available to distrlb.le to 8~ccessor Agency lo pay ROPS obllgatio~s

P¢iorlty 2 - Recognized Payment Obligations - Max, RPTTF Obligations Approved by DOF for 3al to Dee 2012’

$ g2,903~286,94

(2,386fl63.29) .(2,542r352.30),
80,360,934.64

(1~,5790360,37)

6!fl81~574,27

(128,675,492,00)

,. 39r34~.f10Q.0p. (89,331,0~2.00)

$ . (2~549,517,73),

PrloHly ;3 - Sl=cce.ssor Agency Ada~ht Costs (rain o1"3% allot Io RPTTF or $250k) - Re-certlfied 2nd ROPS 5/23112

Priorily 4 - SCO Invokes for A ndlt & Oversight - if any

Eliminated under 34183 (b)



Prlorit71 - Pass-through PaTmeuls

Contractual Pass- FY 2011-12 A8!290 June I, 2012 Pass-through Payments Allocation Per Pertinent
Account No. thru FY 20~.11 AB~2~O PT P: e~ of 4/3o/~.,~ .... Code 54183

thru 1290 Statutory Total
.... ~,5,7i9,157.0~)’~ounty ooo10 15,719,157.00

243~
Coui~ty Libra~ 00090 24,76 0.02 24,78

San Jose City 05401
~anta Clara CIW 05905
Evergreen Elem 10250
F~anktln-McKinley Elem 10270 14~,821,40 13~420.86 274,242.26 274,242.26

Morgan Hill Untf 10380
Milpl~s Unlf 10460

OakGrove Etem 10590 ~0~239.O2 20~67,59 125,606.41 125,606.41

Orchar~t Elem 10510 39,260.86 ~,089,25 42,350.11 42,350.11

San ~ose Unlf 10670 ~9%195.97 469~896,90! 968,O92.87 968,092,87

Santa Clara Unif ~5,543,57 164,177.99i 179~721.56 179,721.56

Ea~tslde 12060 95~46t,54! 348,784.27 348,784,27

West VaItey ColIe~e 14004 4,494.69 42,677.52 47,172.21 47,172.21

Gavllan C~mm college 14005

;an J~se Comm Colle~e 14006 29~878,96 206,546,52 498,425.48 499,425.48

CounW Schoot 17035 145,993,21 112,355,68 258~34~,.89

Cenlral Fire 25018 g~.~2 0,11 82.63 82.63

SCVWD CenUal 27001
27002

S¢~O General 27010
Bay Are~ Air Quali~ Mgmt 38001 6,769.42 15~141.28 15~14128

Guadalupe-Coyote Re~ Cons Dlst 61005 ~92,69 183A2 575.81 578,81

SJ Matnten0n~ Dist 1 71061
SC.Brldge Dlst 1 73111
S~WD St Water 77001
SCVWD Zone 77021
Passthrou~h reserve for ERAF payment (pendln~ for ~ Unified ease metho, 01477 10~634.8~ ~O1,6~4,81 103,634.81

zs;19 I, S05,622.~ 1,554 5’~i,15’" ~S 7’~s zs~Lbo’ ~,860,203~37

P]¢~o contact Jai Singb (408) 299-~:251 or Kenneth Kun at (408) 2994256 of the Property Tax Appo~llonment Division if you have any questions.
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COUNCIL AGENDA: 06-12~12
ITEM: 9.1

Memorandum

TO: HONORABLE.MAYOR       ,
AND CITY COUNCIL/SUCCESSOR
AGENCY BOARD

FROM: Richard A. Kei~
Les.lyo Corsiglia
Jennifer A, Maguh’o

SUBSECT: 2011-2012 BUDGET ACTIONS AND
COOPERATION AGREEMENT
RELATED TO SUCCESSOR AGENCY

DATE: May 21, 2012

RECOIVIMENDATION., .

1, Adopt City Apl~ropriafion Ordinance and Funding Sources Res61ution amendments to
repeal Ordinance.No. 29029 and Resolution No. 76133 in the Redevelopment Obl!gation
Retirement Fund.                                                     ..

2. Adopt City Appropriation Ordinance and Funding Sources Resolution amendments
° O2011-2012 in the Low and Moderate Income Housing Fund t amend Ordinance No.

29027 and Resohki.on 76131, to be effective from July 1, 2011 through January 31, 2012,

hs tmtlined in Attachment A,

3. Approval by the City Council and City Council in its capacity as the Successor Agency
Board of a Cooperation Agreement between the City of San Jo~g and the Successor
Agency to the Redevelopment Agency.of the City of San Jose for Operating Expenses
Fel~mary 2012 tba’qugh June 2012.

OUTCOME

Approval of the ordin~iacc and resolution actions pertairdng to the Successor Agency and
Successor Housing Agency Budgets continues to facilitate: the winding down of the former
Redevelopment Agency’ s affa~s and ,the ~xansitiort to Successor Ageficy and Successor Housing
Agency; and, the continuat.ion ~)f the cooperation agreement outlining City expenditures on

behalf of the Success,o~ Agency,
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BACKOR0~NI)_

On ifanuar~ 2,4, 2012, the City Council and t1~e Cit~ Counci.1 in’its capacity as the Successor
Agency approved actions to establish the R~development Obligation Retirement Fund consistent
with AB X1 26 and approved the formal transfer ofasse~s and liabilities from the. former
Redevelopme!~t Agency to the Successor Agency, Funding was budgeted for the period Of
February 1, 2012 and June 30, 2012, to execute the responsibilities of the Successor Agehcy,
reflected the most current ilffom~afion at that thne. Since Jm~uaryo the Admhfist~atiort has been
working to.transition the former Redev.elopment Agency in~ernally with a multi-departmental
team as.well as closely coordinating with the Santa Clar~i County to refine analysi~ of the intent
and impacls of the legislation governing the 8~ccessor Agency and its finances,

In addition, pursuant t’o the requirements outlined in AB Xl 26; the Successor Agency m~st
prepare ata administrative budget as welt as a Recognized Obligation Payment Schedule (ROPS)
every six-months for the City Council in its capacity as the Successor Agency Board as well as
the Oversight Board to revie~v and approve. These requirements have been. Net with the
Neparafion and submittals of a.d~aistrafive budgets and ROPS for both the period February I
.tl~’ough June 30, 2012, and ,hfly 1, tl~ough December 31, 2012, which were considered and
approved by the City’ Council as Successor Agency Boa’rd mid the Oversight Board.

,ANALYSIS

SucCessor Agency and Successor H,ousing__Agency Budget Adiust~ents

On January 24, 2012, a number of actio~.s were brought forth approxing the establishment of the
Redevelopment Obligation Retirement Fund and amending the’authority over the Low and
Mo,detate Income I-Ioi~sing Fund from the City designating it to be a Successo~ Agency Ftmd.
Upon further analysis, R has been determined it is not appropriate for the budget to be approved
by City ordinances as previously reconunended and approved by the Board, To continue to
reflect the separate nature of the Successor Agency operations from the City’s operations and
remaining consistent with the intent of the legislation, .the administration recommends that the
February 1, 2012 through Jtmo 30; 2012, Successor Agency five mo~th budgeted City
app~:op~iation ordinance and funding som’ces resolutions be repealed h~ the Redevelopment.
Reth’ement Obligation Fund and amended in the.Low and. Moderate Income Hous’mg Fund to be
effective from July 1, 2011 through January 31, 2012 (as discussed in more de~ail below).
Authority for financial activitie~ begilming Februm:y 1~~ for both tl~e ~uccessor Agency and the
Successor Housing Agency haPe been provided through the approval of the scheduled payments
for enforceable obligations as detailed on the ROPS and will continue to be approv.ed as part of
the bi-armual ROP8 in future years.

A second action taken on January 24, 2012, was the transfer of all affqrdable housing assets
the City, as the Suc.cessor Housing Agency. This action included the transfer of the loan
pop,clio holding mot5 than $550,000,000 representing over 900 loans, land held for future



HONO~IBLE IvlAYOR AND CITY COUNCIL
May 21, 2012
Subject: 2011-20i2 Budget Actions and Cooperation Agreemen~ Related lo Shccessor Agency

housing development, and leases ~d contacts. In ~her review of ~ X1 26, it has become.
cle~ ~at eno~bered eontraetg and other affordable housing projects obligsted to be ¢~mpleted
should be ~reated as housing assets and ~11 also be transferred to the City as Successor Housing
Ageno  repayments were also ~r~;~’~

m~aged as a p~ of the City budget in Ntum years: As mentioned above, the expeMiIt~es m
Ne Low and Moderate Income Houaing Fund (Fund 4435 ~11 be approved as a part of the
a~uO ROPS in Nture ye~s. Therefore, the reco,mnended Appropriation,Ordinate ~d
Funding Source Resolutio~ actions related to the Low ~d Moderate Housing Ncome
2011-2012 are relaIe~ to Ne limited time period of JNy 1, 2011 to January 3 l, 2012 and the
,r~sNr of assets tothe Successor Nonsmg Agency.

Coo eration A reemen’t between the Cit of San Jos~ and the 8ucces~Coo eratton A reeInem ..... l~,e ~.11 oi ~all .~ out ~ w

On June 17, 2011, the City Council apprdved the 20tl-2012 Cooperation Agreements for 1)
Capital Improvement Projects in the Merged Redevelopment Area and 2) Operating Expenses
betweenthe City of San Jose and the Redevelopment Agency. Effective February 1, 2012 AB
X1 26 invalidated those agreements. On April 12, 2012, the Oversight Board adopted a
resolution authorizing the Successor Agency to enter into a Cooperation Agreement with the
City of San Jos~ for Operating Expenses from February l, 2012 through June 30, 2012, under the
terms previously established in the invalidated Cooperation Agreement. The Cooperation
Agreement is recommended for City Council approval to continue already budgeted funding and
support for the remainder of 2011-2012,

It should be noted that there has be.en a sign~fiean* contribution of City staff resom’ces to
increased activity ~ssociatgd with the winding down and transitioh of the former Redevelopment
Agency’s business transactions. Due to the limited financial ability of the former
Redevelqpment Ageney\Suc.cessdr Agency, the amounts funded in today’s budget attic .n and
fihown in the cOoperatiot~ agreement do not futly cover the City’s costs.

Tax !ncrem~

Successor Agency.and City s~aff.s have been engaged in conversation with s~aff from.Santa Clara
County in an cffo~ to fred consensus on the implementation of AB X1 26. The County
Controllers Office is responmble for th distribution of tax increment to all Successor Agencms
inlhe County. Assumi~tions used in this memorm~dum to determine Ne amount of tax inprement
for the 2011-2012 budget year have not yet been confirmed by the Cognty.

EVALUATION AND FOLLOW- UP

Successbr Agency staff will continue to return.to the City Council and ~he Suc.cessor Agency
Board regarding Oversight Board actions and budgetary authority throhgh ~he hi-annual approval
ofihe Recognized Obligation Payment Schedule and Administrative Budget.
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PUBLIC OUTREACH/INTEREST

Criteria 1: Requires Council action on the use of public funds equal to $1 million or
greater. (Required: Webslte Posting)
Criteria 2: Adoption of a.new’or revised policy that may have implications for public
health, s~ety, quality of life, or financial/economic ~it~i~ of~e City. ~equired: E-
mail and Website Posting)
Criteria 3: Consideration of proposed changes to service d~livery, No,ares, staffing Nat
may have ~mpacis to conammat~ services and have been identified by staff, Council or a
CommuNty ~oup that requires speeiN outreach. (Required: :E-mail, Website Post~g,
Communi~ Meetings, Notice in appropriate newspapers).

This action meets Criteria 1 abo’ve mad will be posted to be considered by the City Cbtmcii on the
June 12, 2012 meeting.

,COORD~NAT.ION

Thi.s i.tem was coordinated with the City Aitol’rtey’s Office.

Exempt, File No. PP 12~008.

RICHARD A, KEIT
Managing Director
Successor Agency

Hol~sing Director .......

JENNiFEN~. A, iVIAGUIR 1~ ¯ .
:gudget Dkector

For questions, please contact Abe ~a&ade, CNefFiseal Officer of the Successor Agency (408
795~182 I) or Rachel VanderVeen in t~e Housing Depm~ent ~08 535-8235).

Attachrdent A: Statement of Source and Use of Furtds Low and Moderate Income Housing’F.und
and appropriation recommendation language.
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I hereby cert{fy that there will be available for appropriation i~ the Low and
Moderate Income Hous.ing Fund jn the Fiscal Year 2011-2012 moneys in excess of
those heretofore appropriated therefrom, said excess being at least. $2,093,116.

Budget Director



ATTACHMENT

1. Adopt the following App.ropHation Ordinance and’Funding Sources Resolution
amendments in the Low and Moderate Income Housing Fund’.

("a. Increase the Begnmmg t~tmd Balanco..by$!8,934,3615;

e, Decrease the revenue estimate for the Transfer from the Redevelopment
.Obligation Reth’ement Fund by $3~556,000;,

$5,600,000;
f, Decrease the Hous]ng Loans and Grants appropriation by $531,861;

¯g. Decrease the Reserve for E,~)forceable Obligations by $3,792,085;
h. Decreasethe Housing Rehabilitation Loan appropriation by $325,000;
i. Decrease the Lean Management appropriation by $250,000
j, Decrease the Commercial,Paper Debt Setwi¢e appropriation by $608,272;
k. Decrease the Debt Service appropriatidn by $1,613,555; and
1. Increase the Housing Non-Personal/Equipment appropriation by $57,909.
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Vinod K, Sharma
D~rector Finance Agency
Santa Clara Co .unty           2~~
70 West Heddi~g SiteOt, East Wing, ~Floo~.
San JoSO, CA 95.110

Subject: Notification of Insuffioiency O~Funds

Dea~ Mr, Shat~a:

pm’suant, to ~do.velgpmont La’~ AB~I 26, Seotion ~4t8S (b),
Redevol0pm~n~ AgeaoY of ~ Ci~ o.f ~ Jo~o ("SUc~s~r Agency") s~b~ts this [o~er to
neff@ ~d Co~ty of Santa Cl~a Au~tor Co~oll~t ~at ~ t0ial
¯ Su¢¢esg6~ Agdh~y froffi ~ Red~vel@ment Ptop~¢~ TaxTrOt
are in~e!~n~ t0 meet ~e payment obligations as ~don(~fi~ on ~o.drah ROPS, for the period
covering Jdy i t~’ough DeMmber ~ ~, 20t2. Th{s ~ne~udes
Redevelopment Agency ~d, ~d~ ~at have or ~iIi become a~ailable ~ough ~s~t~:sales ~d
~edevelopmeat operationa. The projeete~ defie~t,, as forecasted on th6 a~ched Cash Flow
worksheet is $17;875,000.
Please ~a~ me or’. Abr~ AnOde, C~ef Financial Offi~r, tO ~Souss the casli flowa~d Dr~

" ¯ ’    9 408:79.5-1821, resp~ct~ve.y.
ROPS a~ your ¢oav~menee at 408-795-184 or .         .

Si!acere!y,

Rieha~’d A. Keit
Ma~agifig Direeto~

Attachment

John Gatlu.ie
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DRAFT
EXHIBIT 5

.... " ’ ’ ’ ’ s(Dece’ e,I Sa~ Jose Successor Agency-Insufficient Fund, s Analy~i mb r 31, 2012)
Prepared by the Coun,t,,y A,.ditor Control’ler based upon information p[ovid,e,d by Sa, n !ose SARA

Beginning Cash Balances as of July 1, 2011:

Unrestricted Cash & Investments
Restricted Cash & Investments - 2008 Proceeds with LAIF

Cash with Fiscal Agent - Restricted Cash and Investment
Restricted Cash & Investments - Housing Bonds

Total Cash on Hand as of July 1, 2011

Cash Inflows
Property Tax Advances (Ju! 1, 201! - Jan 31, 2012)
Property Tax Expected from County as of June 1, 2012
Interest Income (July 1, 2011 to April 2012)
Interest Income (July 1, 2011 to date)
Grant, Rent & Other Income (July 1, 2011 - April 30, 2012)
Loan Proceeds (CDBG, Parking Revenue up to June 30, 2012
Sales of Capital Assets (July 1, 2011 - April 30, 2012)
Program Income July 1, 2011 thru Jan. 31, 2012
Other Cash in flows from up to December 2012 (Rents, CDBG etc..)
Expected Sale of Asset by December 31, 2012 (in contract)

Total Cash Inflows

Amount

55,731,358
13,818,936
92,851,135

6,798

162,408,227

87,661,839
61,781,574

271,294
99,218

2,152,000
3,393,248

11,268~355
2,214,287
7,384,000
4,511,000

180,736,715

Total Cash Available 343,144,942

Cash outflows:

Admin and program expenditures up to Dec. 31, 2011
Development and project expenditures up to Dec. 31, 2011
Commercial paper interest payment
Admln Cost in Jan. 2012 not on 1st ROPS
Debt Service Payments (August 2011)

Total payments up to December 2012

Funds available to pay ROPS obligations

8,808,232
5,515,156

136,730
747,000

129,808,467

145,015,585

198,129,357

ROPS Obligations

ist ROPS (RP-I-rF) - Sch A
Union Bank Bonds
US Bank Subordinated Debt
Wells Fargo Bank - Housing Bonds
JP Morgan - Line of Credit
Fiscal Agent Service Fees

40,708,238
147,853

1,080,000
141,700

Page I of 2
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46,954,862

ist ROPS - Sch B

Other Obligations :18,486,014

Admin Cost :1,362,577

Total Cost 1st ROPS (January 1, 2012 through June 30, 2012 Obligations) 75,983,823

Funds Available to Pay 2ND ROPS

2nd ROPS (RPTTF) - Sch A
Union Bank Bonds 92,297,788

US Bank Subordinate Debt 3,300,O00

JP Morgan Line of Credit 1,385,609

Fiscal Agent Service Fees 131,312

Total Liabilities for Bonds including Housing and Senior Subordinate Debt on 2rid ROPS

122,145,534

114,356,535

Funds available to Pay City Convention Center 4th Street and Others on Sch. A 7,788,999

Low Modern. Houslng Fund Loan & Others Sch, A 291,650

Total Funds available (deficit) to pay Sch. B &C obligations of 2nd ROPS

Total Other,Contractual Obligations on 5ch. B
Total Admin Cost on Sch. C

Total Surplus (deficit)

Less Admin Cost Per H&S Code 34183 (b)

Deficit to be supported by City General Fund

(6,529,958)

:10,821,275
~,252,614

(18,603,847)

(:~,252,614)

(17,351,233)

Page 2 of 2
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ATTAC~IENT A

From: Singh, Jai [mallto:Jai.Singh@fin.sccgo~)iorg]
Sent: Friday, June 08, 2012 9:34 AM
To: SATaylor@sco.ca.gov; RDA-SDSupport@sco.ca.gov
¢(~ Sharma, Vinpd; Lui, Irene; Kelt, Richard; Andrews, Arn; Andrade, Abe; Guthrie, John; Knofier, Paul;
Kan, Kenneth; Beher, Manju
Subject: San Jose Successor Agency - Verification of Insufficient Funds

Hello Mr. Taylor,

Attached document hmludes the Santa Clara County Auditor Controller verification of
h~sufficient funds submitted by the San Jose Successor Agency (SJSA) for the period
ending December 31, 20t2.

The SJSA submitted the insufficien~ funds report on May 1, 2012 that was forwarded to
the State Controller;s Office and DOF in compliance with H&S Code 34183 (b). The
SCO sent e-mail to o~tr office on May 24, 2012 to provide the st~pporting documentation
of h~sufficient funds. We immediately contacted SJSA to provide the supporting
documentation..The SJSA staff has worked with us during last three days to provide the
supporting documentation.                                          ,

Tt~e first four pages of the attachment shows analysis and verification of the insufficient
funds and the remaining pages are attachments with supporting documents.

Should you need additional information, please send me e-mail or give me a call,

Again, I would like to thank you for your support and guid, ance.

Jai Sh gh

Jai Singh, CPA, MPA
Controller - Treasurer Division Manager
Phone: 408-299-525t
Fax: 40"8-29~-7452

If not required, Please do not print this email. Help save th.e planet.

NOTICE: This email message and/or its attachments may contah~ information that is confidential or

6/8/2012
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restricted. It is intended only for the individuals named as recipients in the message, ff you are NOT at?
au#~orized recipient, you are prohibited from tlS#?g, de~iver[Rg, distribut#~g, printing, copying, or disclosing
the n?essage or center# to others at~d m4lst delete the message from your computer. If you have received
this message #1 error, please notify the sender l)y return email.

6/8/2012



San Jose Successor Agency - Insufficient Funds Analysis (December ~£, 2012)
Pr~pared by the ~;~u’nt) Audff~)~ ~:~r~tr011er based Up ’y Sa,,n )ose SARA

Beginning Cash Balances as of July :1., 2011;
Unrestricted Cash & Investments
Restricted cash & Investments - 2008 Proceeds witl~ LAIF
cash with Fiscal Agent - Restricted Cash and Investment
Restricted Cash &Investments-. Housing Bonds

Total Cash on Hand as of July :~, 2011

Cash Inflows
Property Tax Advances (Jul 1, 2011- Jan 31, 20Z2)
Property Tax Expected from County as of June 1, 2012
Interest Income (July 2, 20.11 to April 2012)
Interes’t Income (July 1, 201t to date)
Grant, Rent & Other Income (July ~, 2oll -April 30, 2012)
Loan Proceeds (CDBG, Parking Revenue up to June 30, 20:[2
S~]es of Capital Assets {J~ly 1, 2011 - April 30, 2012)
Program Income July i~ 2011 thru Jan, 31, 2012
Other Cash In flows fr.om up to December 2012 (Rents, CDBG etc..)
Expected Sale of Asset by December 31, 2012 (in contract)

Total Cash Inflows

Total Cash Available

(:ash outflows=

Admin and program expenditures up to Dec, 31, 2011
Development and project expenditures up to Dec. 31, 2011
Commercial paper interest payment
Admin Cost in Jan. 2012 not on ~.st KOPS
Debt Service Payments (August 2011)

Total payments up to D~cember 2012

Funds available to pay ROPS obligations

Amount

55,732,358
13~818,936
92,851,135

6,798

162+408,227

87,661,839
61,781,574

27.1,294
99~2:18

2,:[52,000
3,393,248

11,268,355
2,214~:1.87
7,384,000
4,511,000

~180,736,7~5

8,808~232
5,515,156

136,730
747,000

.129~808~467

145,015~585

:L98,~29,357

ROPS Obligations

ist ROPS (RPTrF) - Sch A
Union Batik Bonds
US Bank Subordinated Debt
Wells Fargo Bank - Housing Bonds
JP Morgan - Line of Credit
Fiscal Agent Servlce Fees

40,708~238
.147,853

:i,080,000
141,700

Page I of 2



46,954,862

Total Cost 1st ROPS (January 1, 2.012 through June 30, 2022 Obligations)

Funds Available to Pay 2ND ROPS

2nd ROPS (RPTTF) - Sch A
Union Ballk Bonds 92,297~788
US Bank Subordinate Debt 3~300,000

JP Morgan Line of Credit
Fiscal A~ent Service Fees

Total Uabllit~es for Bonds includln~ Housin~ and Senior Subordinate Debt on znd ROPS

Funds available to Pay City Convention Center Zlth Street and Others on $ch. A 7,788~999

Low Modern. Housing Fund Loan & Oth,ers Scfl. A

Total Funds available (deficit) to pay sch. B &C obligations of 2nd ROPS

T’otal Other Contractual Obligations on Sch. B
Total Admin Cost on Sch. C ,

291,650

(6,S29,958)

10~821~275
!,252~614

Total Surplus (deflclt)

Less Admin Cost Per H&S Code 34:L83 (b)

Deficit to be supported by City General Fund

(18,603,847)

(1,252,6~4)

(:L7,~]S;t,23~)

Page 2 of 2
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RI~D]~VELOPMEN’I’ AGENCY OF
THE CITY OI~ SAN JOS~

Notes to the Basic ~htanciaI S~a~eme~tts (continued)
June 30, 2011

DETAILED NO~ ON ALL

A, Cash and Inv~tmen/s

The Age~oy’s cash and investments, consist of

Cash alld lnvest~nents Amount
Unrestricted $ 14,937,873
Restricted " 148,075,446

Total cash and investments $ I63,013,319

The Agency has adopted the irtvestment policy of tile City, which is governed by provisions of
the California Gover~une~t Code and file City’s Municipal Code. The Agency al~o has
i~westments subject to provisions of the bond indentures of its various bond issues. According
to tile ilwestment policy and bond indentures, the Agency is permitted to invest in the City’s
cash and investment pool, the Slate of California Looal Agency hwestment Fund (LAIF),
obligations of t!~e U.8. Treasury or U.S. Government agencies, time deposits, money market
mutual flmds hwested in U.S. Oovermnent securities, along with various other permitted
investments.
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RI!iDEVELOPMENT AGENCY OF
THE CITY OF SAN JOSt~

Notes to the Basic FhLanclal StatemeL~ts (coLltinued)
June 30, 2011

upon demand, Tile v(eighted average, maturity of the City’s investme~t pool is 376 days.
Income earned or losses arising from investments in the City’s cash artd llwestment poe! are
allocated by the City on a montlfly basis to the appropriate funds based on fl~e average weekly
cash balance of such hinds.

As of June 30, 2011, fl~e AgencY, invested a total amount of $38,586,214 with State of
California Local Agency hwesunent Fund (LAITY), which is comprised of $12,506,602 from the
2003 Tax Allocation Bonds reserve fund, $3,491,024 from the 2008 Tax Allocation Bond’s
reserve and capitalized interest, $12,649,879 from 2008 Tax Allocation Bond~ project hinds,
and $9,938,709 from the 2010 Housing Set-Aside Bo~ds reserve fired, The amout~ts hwested
in LAIP can be withdrawn on demand. The weighted average maturity of LAIF was 237 days.
Structured notes and asset-backed securitie~ as of ~une 30, 2011 make up 5.01% of the State’s
LA]F portfolio and the Agency’s proportionate share is 0.06%. The Local hwestment Advisory
Board has oversight responsibility for LAIF (l~ttp:llwww.treasurer.ea,gov/pmia-laifl). TILe
Board consists of five members, as designated by state statute. LAIP is part of file Pooled
Money ~[nvestment Aceout~t (PMIA) maintained by the State of Califor~fia, The PMtA oversight
is provided by tile Pooled Money h~vestmeut Board (PMIB) and an in-house ~nVestment
Cormnittee with tile State Treasurer’s Office, The PMIB members are tile California’s State
Treasurer, Director of l~inance, and State Controller. The value of file pool shares in LAIF,
which may be witldrawn upon request, is determined o~ an amortized cost basis, which is
different from tile fair value of the Agency’s position i~I the pool.

Custodial credit risk for deposits is tile risk that, in file event of the failure of a depositbry
financial institution, the Agency will not be able to recover its deposits or will not be able to
recover collateral securities fl~at are in file possessto~ of an outside party, The custodial credit
risk for flwestments is the risk that, in the event of the failure of the counterparty (e.g,, broker
- dealer) to a transaction, the Agency and the City, where Agency’s excess funds are invested,
will not be able to recover fire value of the lrtvestment or collateral securities that are in the
possession of another party.

The California Government Code requires that a financial institution secure its deposits made
by state or local govermnental units by pledging securities ha aa undivided collateral pool held
by the depository regulated under state law (unless so waived by lhe govenm~ental ulfi0. The
market value of the pledged govermnental securities and/or first trust deed n~tortgage Llotes held
in file collateral pool must be at least 110% and 150% of the Agency and City’s deposits,
respectively, The collateral .is held by the pledging financial institution’s tt’ust department and is
considered held hi the Agency’s name or City’s name, in file case of Agency’s ilwestment with
the City Pool Investment. The Agency’s i~westments held by tile City are not subject to
custodial credit risk at June 30, 2011,

As of June 30, 2011, $23,230,580 of the Agency’s baift balance was exposed to custodial
credit risk because it was uninsured beyond the Federal Deposit Insurance Corporation (FDIC)
insurance coverage limit of $250,000, but collateraltzed by the pledging tinaneial institutions as
required by Sectlot~ 52652.of the California Govermne~Lt Code. Such collateral is held by the
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REDEVELOPMENT AGENCY OF
’rITE CITY OH SAN

Notes to fl~e Basic Financial Statements (continued)
June 30~ 2011

A sunmmry of the Agency’s hlvestments at $uno 30, 2011 is as follows:

Credit Under 30 31 - 180 18! -365 366 &Ov0¢ Fair

. .Ty.lx~ o f Invest me.at Rating ....... da~ da~ da~ ...... days VaIu~

Cl~ of San $oso ¢~h and
lnv~tn~ntPool .Oo~ated $ $ $ g 16,106,128 $ 16,106,128

Slate of California ~c~l Agency
Iav~tn~nt Futtd O~ratM 38~586,214 38,586,~14

US Tr~su~ Bills Aaa / Prit~- I 63,346,221 63,346,221

Money Mnrk~ Mt~tual Fund A~a 214,080 214,080
Conm~relal Paper AI/PI~I ~ 3~,331,3~@.. 35,33.I~3~6 ,

8ttbtotal $ 98,6~L567 $ 214,980 $ 38,586,~!~ $ 16,I06,128 ’153,583,989

Cettlficat~ of~it 9A28,529

Petty ~h 800
G~nd Total ~

Restricted Cash attd Investments tit tlw Debt Setvtee Funds

Under the provl~lons of the bond indentures, certain aecom~ts with trustees were established for
repayment of debt, amounts required to be hold in r~erve, and temporary t~westments for
unexpended bond proceeds. These accounts ate reported in debt ~ervlce funds. As of luhe 30,
2011, the amounts held by rite trustees aggregated to $1:2,9,827,980 in compliance with amounts
required to be held by the trustee. All restricted investments held by trustees as of June 30, 2011
were invested ia US treasury bills, commercial paper, money market mutual funds and LAIF, and
were in compliance with rite bond indentures.

Restricted Investmettts in the Capital Projea~ Fund

In the current year, unspent tax-exempt bond proceeds from the Agency’s 2008 ’lax Allocation
Bonds Series B invested in LAtF totaling $13,818,936 have been classified as restricted cash and
investments as the fluids are restricted based on lhe terms of rite bond indentures. The bond
indenture and tax certificate for this bond issue states that the bond proceeds are to be used to
finance capital redevelopment projeeta within or to benefit the Agency’s Merged Area
Redevelopment Project sttbject to the various 1RS requirements related to the use of tax exempt
bond proceeds.

Pursuant to contracts and agreements made by the Agency, certain flmds are required to be hold
escrow accounts that remain the property of the Agency; however’, their use is restricted for
particular purpose, which as of lUlle 30, 2011, are as follfws:

Project/Program
Dr, Martin Luther King, Jr Library
ACE Charter School
The 88 Tower (Retail and Housing)
Miscellaneous Redevelopment Projects

Total other restricted deposits

Amount
$ 2,295,8,10

950,312
694,085
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REDEVELOPMENT AGENCY OF
THE CITY OF SAN

Notes to file Basic Financial Statements (continued)
Jun~ 30, 2011

B. Loans Receivable

Compositlort of loans receivable as of Jnne 30, 2011 is as follows:

Description Loan Balat~ce
Parcels of ta~xd sold to developers $ 1,728,360
HUD Sectlo~ 108 loans 3,233,896
Rehabilitation of apartment e0mpl~x 436,172
Histort¢ homes relocation loans 3,882,441
Rehabilitation of residential units 177,563
Commercial building loans 10,415,398
Residential housing projects 16,543,506
Rehabllltatlon of historic holel building 5,265,000
Small buslness loan program ~72,310

Total loans 42,054,646
Accrued interest receivable 4,3~0,807

Total loans and interest receivable 46,375,453
Less allowance for doubtful accounts

(11,540,801).

Loans and fnt~rost receivable, net $ 34,834,652

1.) Over flw years, parcels of land have been sold to conunercial real estate developers in various
mixed-use projects, In one downtown residential condominium project, a non-interest bearing
promissory note was recorded ia 2007 whereby the Agency deferred a portion of the ]and sale until
f!~e first residential unit closed escrow, On April 26, 2011, the loan agreement was amended giving
right to the developer to convert the project from for-sale to rental. The amended agreement also
gave the developer the anthority to subsequently convert any u~its back to for-sale untts, Tbe
prideipal loan and interest are due and payable when all proceeds of sold condominium units exceed
the invested capital threshold. As of June 30, 2011, the amount due fi’om the developer was
$1,728,360. A 100% provision for doubtful accounts was provided for the entire loan balallce,

2,) In 1997 and 2007, the Agency extended loans to developers using funds obtained from tl~e U.S.
Department of Housh~g and Urban Developme~xt Section 108 loan proceeds. These loans have a
20-year repayment schedule, bear interest at an a~mual rate of 3%, and require principal and
interest payments to the Agency on a monthly basis, A~ of Jnne 30,201.1, the amount due fi’om the
developers was $3,233,896.

3.) In 1999, the Agency extended a loan to a developer for rehabilitation of an apartment complex.
The loan to the developer has a 19-year repayment sehedlde, bears interest at an ammal rate of 3%,
and requires principal and interest payments to the Agency on a monthly basis. As of
June 30, 2011, the amount dne from file developer was $436,172.

40 The Agency relocated historio single-family homes to vacant lots in downtown San Jos& These
homes were provided to families and a non-profit agency, which provided the interior and exterior
improvements. The loans are to be paid only in the event of non-compliance with the terms and
conditions of the agreements. At the time residential occupancy of fl~e house ceases or the property
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is transferreA to a~qone other than the owner by any method other than h~heritanee, the
unamortlzed portion of the loan shall become due and payable in fadl. Unpaid principal shall bear
an interest rate of 8% per atmum. The totat loans of $3,882,441 have been offset wifli a 100%
provision for doubtful accounts as it is anticipatedthat these loans will be forgiven.

5.) The Agency extended various bank-assisted loans to aid first-time homebuyers and to aid with
the rehabilitation of homes. The loam accrue interest at various interest rates and are due when tl~e
related properties are sold. As of June 30, 2011, the net amount due from such loaus was
$177,563. An allowance for doubtful accounts in the amount of $20,000 was-made for anticipated
wrlte-offs.

6.) Tile Agency extended vario~s loans to pr’opet~y owners for the rehabilitation.and improvements
of commercial buildh~gs. These loans accrue iuterest at various interest rates and are due withtfi 10
to 25 years. At June 30, 2011, the total amount due from such loans was $10,415,398. An
allowance for doubtful accounts in file amount of $645,000 was made for anticipated wrlte-offs.

70 The Agency entered into Disposition and Development Agreements with various developers for
the construction of residential housing units in redevelopment project areas. Tile fund!ng assistance
extended by the Agency was converted to loans bearing an interest rate ranging from 2% to 4%.
As of June 30, 2011, the amount due from the developers was $16,543,506.

8.) In May 2005, the Agency amended and restated a Disposition and Development Agreement with
a developer recognizing a loan for the relaabilitation of a historic lloteI building. The loan has a 60-
year repayment schedule, bears no interest, and requires principal payments to tile Agency on a
semi-a~mual basis starting in fiscal year 2020-2021. As of June 30, 2011, the amount due front the
developer was $5,265,000. A 100% provision for doubtful accounts was provided for the entire
loan balance due to the extended timellne before payments commence.

9,) In June 2002, the Agency Board approved the creation of the Small Business Loan Program to
be administered by the City’s Office of Economic Development (O~3D) and to be funded by the
Agency with ~o~-tax hlerement funds, Tl~e program offered rednced-~ate loans to small businesses
located in Downtown and Neighborhood Business Districts. in July 2008, administration of the
program wos transferred fi’om OED to the Agency. The Agency has not fumed the program since
then. As of June 30, 2011, the outstanding loans totaled $372,310.

Other Loans

In 2005, a developer assigned its CotmnerelaI Rehabilitation loan wlflt tile Agency to a new entity
by assuming all the rights, title, interest, and obligations as borrower. The loat~ was restructured,
has a 13-year term bearing Interest at an annual rate of 4%, aM requires principal and interest
payments to the Agency on an annual basis. The loan agreement stipulated that on each consecutive
anniversary of the opening date of the business, file new borrower shall deem to have been paid
one-seventh of rite original loan including hlterest if it continues its grocery business operations in
the premise. Because of this arrangement and anticipation that the new borrower will continue its
business operations on the premise, a 100% provision for doubtful accounts w~s provided for the
entire loan balance of $650,909 as of June 30, 2010. On ~une 21, 2011, tile AgexIey Board
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approved’the forgiveness of the loan and all accrued interest in consideration of a covenant to open
and operate a delicatessen in Down,town San Jos~ for not less than ~ years, As security to open a
delicatessen for business wifllin 360 days, lhe bor~’ower executed a Deed of Trust of its San Jose
grocery store and in case of default, liquidated damages of $70,000 shall be paid by fl~e borrower to
tim Agenoy.

C. Deferred Revenue and Dnea~’~md Rcve~me

At Jnne 30, 2011, the various components of defen’ed re~,e~ue and unearned revenue reported tn
the goveramel~tal finds and govermnental activities were as follows:

Amounts considered unavailable (deferred revenue), as repot’ted in tile
fund financial statements:

Related to loans receivable

A~otlnts considered unearned:
Related to developers contributions
Related to other long-term receivables

Total unearned revenue, as reported in tile filnd financial statements

AtnOtlllt

$ ’31,528 7,70,

$ .2,760,349
42,250

$    2,802,599

D, Interfund Balances nnd Transactions

The composition of borrowing between funds as of :lnne 30, 2011, is as follows:

Due from Other :Funds:
Capital Projects Fund

Due to Other Funds:
’ Special Revenue :Fund

Alnount
$I35,147

The $135,147 represents the amount to be returned to the Age~tcy by..the City’s Housing
Department from its low-moderate tncomd housing fnnds, as afesult of County’s o~,er remittance of
supplemental assessme~ts in the month of June 2011.

composition of interfimd transfers for file fiscal year ended June 30, 2011, is as follows:

Transfer h~ Fund Transfer out Pund Amount

Merged Debt Service Fund Capital Projects :Fund $ 33,921,863

General Fund Capital Projects Fund 3,240,913

Total $ 37.162.776

Tile $33,921,863 represents the net transfers from the capital projects fmld necessa.ry to make
required debt service payments and the $3,240,913 represents transfers tothe general fund to cover ¯
general and administrative expenditures.
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Capital Assets - Accumulated Redevelopment Project Costs

For the fiscal year ended June 30, 20tl, the clmnge in accumulated reAevclopment project co~ts
consisted of the following:

Nondepreclable:
Land held for redevelopment
Consh~.lcdon i~t progress
Tot,~l Non dep~iablo

Depr~lable:
Building

Total Depreeiable
~: a~mmlated d~pre~laflon
Building

Total Depreelable, nat

Dlspositio~
June 30, 2010 Addition Transfer Jun~ 30, 2011

s n’t, tl2,508 $ 6~0,305 $ (~4,093,395) $ 63,639,41s
19,355,001 1,260,650. 20,615,65~1

136,467,509 1,8~0,9~,, ~ 84,255,069

8,0~,79~’. _ ~8,059,792)
S,0S~,79Z (8,059,79~) -

7,589,237 ...........(7,589,237).

$ 2,351,5105 (54,563,950)~ $ 84,255,069.Total Accumulated Project Costs, Net $ !36,467,509

During the year, the Agency received from tim City of San Jose the Old City Hall property, which
is comprised of land and buildings irt exchange for the Falrmont Parking Garage,
MACLA/Movimiento de Attey Cultura Latlao Americana property, and Fairmont Hotel business
interest (see Other Capltal Assets disclosure), The land where the Old City Hall is located has a
book value of $444,374 and the Old City Hall buildings have a net book value of $470,555 (net of
accumulated depreciation of $7,589,237), The Old City Hall property was subsequently transferred
to the County of Santa Clara as part of a Settleme~t Agreement in settlement of past year’s revenue
sharing pass-tI~rough obligation with lhe County (see Note III- D Tax Sharing Agreement and Other
Payments to the County of Santa Clara for details), Various parcels of land with a cost aggregating
$Y~5,931 located in the Agency’s Merged Project Area were also acquired for fi~ture development.
Constn~ction project costs ($1,260,650) were added during the ),ear, which include Edenvale
Community Center ($64t,394), San Jose Municipal Stadium’s transformer replaeeme~t ($334,780),
4~ St/San Fernando Garage retatl improvements ($260,000) and other projects ($24,476),

In additiol~t to the Old City Hall land ($444,374), various parcels of land held for redevelopment
aggregating $13,527,353 wore also disposed, as follows: 101 San Femando residential
($7,010,500), Colonade Retal[ ($1,496,466), Fairmont Hotel Ampex ($4,000,000) and
Autu~rm/J-ulian St~:eet property ($1,020,387) were transferred h~ accordance with Purchase
Agreements in exchange for monetary consideration; eight parcels of land aggregath~g to
$29,197,411 were also transferred to San Jose Dlrtdon Development Authority, a Joint Powers
Authority autlmrized pursuant to a Joint ]3xereise of Powers Agreement between the City and the
Agenoy to allow for fua~re development and infrastructure in the. Dirldon station area such as high
speed rail, BART, and potential sports stadium; two parcels of land with aggregate book value of
$4,661,932 were transferred to fl~e City of San Jose ha exdmnge of the Old City Hall; and four
parcels of land were transferred to City of San Jose. for public facility projects with aggregate book
value of $6,262,325.

Parcels of Agency owned land wtfl~ art aggregate book value of $J.9,343,000 were used to scem:e
the Letters of Credit obtait~ed frqm JPMorgan Chase Batik supporting the Agency’s 1993 and 2006
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Debt Service Payments
’12!31120t 1

F;rlnolpal
"Interest

Others
LOG Foes & olher fees
ERAF payment
Other bank fees

4th Street Garage Parkln~

Total Principal, Interest & fees
Less: Housing                 "

Total Debt Servlce P~yment - SARA SJ

919,294,47
2,245,247.00
,

72",331~,000.00
52,622,116.36

3,!69,963.47

129,808,476.08
16,689,~933.00 ~

11’3,tI8,543,08 ;







Debt Servlce’- Prhlcipal
~ 2/3t/204

G/L Date/Payt Date

8/1/20t I

Amou|lt

9,400,000.00

Explanation

2002 Tabs Principal Payment

811/201 605,000.00 2006 D TAB Principal Payment

81i1201 i 1,950,000.00 2007A-TAB Principal Payment

8/t/2011

8/112011
8/I12011

813112011

3,265,000.00

1,000,000.00
1,000,000.00
1,215,000.00
3,215,000.00

2008A Tabs Principal Payment

1996 B Tabs
1996ATabs
2003 ATabs

8/112011 300,000.00 1997 Tabs Pdnclpal Payment

8It~011
8~/2011

2,840,000.00
1,84o, ooo.oo
4,680,000,00

2003 J Tabs Hsng
2005 B Tabs Hsng

8/1/20t 1 1,070,000.00 2003 KTabs-Hsng

8/112011
7/21/2011

2,300,000,00
!,41. 0,000.00
3,710,000.00

2010 Series C - Hsng
2o10 B TA Bonds HSng

8/I/201 t
8/1/201 I
81i/201 t

14,640,000.00
10,265,000.00

. 8 775~000.00
33,680,000.00

1993 Tabs -Principal Pymnt
2005A Tabs -Principal Pymnt
2004 Tabs Principal Payment

t012612011 8,785,000.00 Convention Center Principal Payment



71261201 17"4,900.00 HUD ’108 Masson-Prinoipal 8t201 ID$

7/26!201 t t65,t00.00 HUD 108 Dr Eu-Prinoipal 8/2011 D8

7/26/20tt 600,000,00 HUD 108 CIM Block 3- Principal 8/20tl

7/26/20t t 745,000,00 HUD 108 8tory & King-Principal 812011

Total D/S 72,335,0,00,00



¯ Debt ~ervi~e - Interest
t2/31/20tl

G/L Date Amotlnt Explanation

81112011
81112011

484,2t2.50

3,598,219.38

2002 Tabs Interest Payment
2003 Tabs Interest Payment

8/112011
811/2011

81112011
81112011

81ti2011
81tl201 t

375,725100
¯ !,~40,750,00

1,916,47&00

6,861,075.00
.9:668,57!,25
16,429,646.2,6

408,892;~50
.~..4. .,486,262~50.

4,895,155.00

2006 ArT Int Payment
2006 B Int Payment

2006 D Int Payment
2006 C Int Payment

2007A-Interest Payment
2007 B Interest Payment

8/t1201 t
8/tt2011

2,667,759.38
,,. 939~559.3~

3,607,318.76

2008B Tabs Int Payment
2008A Tabs Int Payment

7/3t/20t ;I
7/31 t2011
713112011
7/31/2011

8/112011
8111201 t"

8!3t/2011
8/31/201 t

101261201 t
1012612011
10128/2011
t 0/2612011
11/30/201t
11/30/201I
t 1/30/2011
t 1130/2011

5,122.26
. t,t83.56
1,893.70
1,676.7t

756.16
789.03
.472.6

4,t20.08
3,201.08
2,79t,49
4,589.60
2,087,67
5,153,23
1,623.29
2,489.04
2,400,83

2003 A/B Tabs - 100
2003 A/B - Tabs 100
t996 A/B Tabs - 2t
t998 A/B Tabs - 21
1996 B Tabs
1996 A Tabs - 21
2003 A/B Tabs-Ol(to -04)8ep09
2003 NEt, Tabs - 100
1996 B Tabs - 2t
1996 B Tabs -21
2003 NB Tabs - 100
2003 A/E~ Tabs-t30
2003 A/E~ Tabs - t00 Oct 2011
2003 A/B Tabs-130 Oct 2011
1996 B Tabs - 2t Oct 2011
1996 B Tabs -21 OCt 2011



t2!31/2011 4~249.63
12!3112011 2,350,68
t2/3t/’20t I 3,604,37
1’2/31/2011 ......1,903.03

52,45B,04

2003 AiB Tabs - 100
2003 A/B Tabs-t30
t096 B Tabs - 21
1096 B Tabs - 21

8/tt2011 169,647.50 1997 Tabs Interest Payment

811/20t t                   910,378.75-
8/1/2011 2,936.,143.75

3,846,522,50

2003 J Tabs - 17
200~; B Tabs - 32

8/II2011 142,283.1’2
8/1/2011 497,356,25
8/1t2011 240,793.75

880,433o12

2003 K Tabs - Hsng
t997 E Tabs - Hsng
2005 A Tabs - Hsng

8/t/2011 467,63t.00
t0/31/2011 1,427,390.63
10/31/2011 55,575,00
10/31/20tl 116,356,20
12t3t12011 446,051,77__

2,503,004.60

2010 Series O - Hsng
2010 A-I TA Bonds Hsng
2010 A-2 TA Bonds Hsng
2010 B TA Bonds Hsng
20t0 Series C - Hsng

81t/2011 985,050.00
8II12011 3,466,608.76

’ 8/1/2011 1,676,500.00
8/t120t! 4,87,1,129.38__

10,999,378.13

8/t12011 306,850.00

/~"~/’t/2012 ~ 3,380,156.25

7t26/2011 100

1993 Tabs -interest Pymnt
2005A Tabs 4nterest Pymnt
2005 B Interest Payment
2004 Tabs Interest Payment

t099 Tabs, Interest Payment

Convention Center and Interest payment

HUD 108 AdminlService Fee

7/2612011 1,466.!8 Hud I08 Masson-lnterest 8/20~1



7/26/201 t t,300,t9 HUE) 108 Dr Eu-lnterest 8/2011

712612011’ 14,539,29 HUD !08 OlM Blook 3- Interest 8/201 t

7t26/2011

Total

19,z146.t7

52,622,1 t6.36

HUD 108 8tory & King-Interest 8/2011
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Department of Finance - Housing Frequently Asked Questions

Q. Is the low and moderate lnaom.e housing set-aside required oran enforceable
obligation under AB XI 26?

A. The low-moderate income housing set-aside Is no[ a continuing obligation. Thus
payments that would ha~’e been made It{to the fund In the future had the redevelopment
agency continued to exist should not appear on the Recognized Obligation Payment
Schedule (ROP8), While redevelopment agencies,may have deposited property tax into
their Low and Moderate Income Housing Fund (Low-Meal Fund) prior to February/’1,
2012, no now obligations should have been made against those funds after June 28,
2012. Funds which would have been deposited Into the Low-Mod Fund to pay for
enforceable housing obligations, such as payments for housing bond debt service,
should be placed on the ROP8.

Q. Do the housing assets transferred to the sponsoring agency or local housing authority
Include funds or other monetar~ assets In the Low and Moderate income Housing Fund? "

A, Unencumbered funds in the Low and Moderate Income 14ouslng Fund are specifically
provided to the taxing agencles for distribution as properly tax tn Section.34176, Funds
that are encumbered by enforceable obligations may be retained by the successor
agency to satisfy those obligations, With approval of the oversight board, both
obligations and funds to satisfy them may be transferred to the housing successor, The
definition of what ts an enforceable obligation for housing ls the same as It Is for all other

¯ obligations of the ferment redevelo.pment agency. -For example, plans,.resolutlons,
project designations, or other acts of the agency proposing to construct, buy, lease, or
remodel housing, that were not specifically contracted for with an exlernal party’ prior to
June 28, 20"11, are not enforceable obligations. No obligations should have been
created agal .nst the ]ow-mqderate housing fund after June 27, 20’11.

A, Hqusing assets to I~e transferred to the housing successor agency must be approved
by the oversight board and thus are also subject to revlew by Department of Finance. In
our view, houslng assets are;

I. Any real property, Interest i6, or restriction ~)n the use of real properly, whether
improved or not, and any personal property provided In residences (such as
furniture and appliances) that was acquired for housing purposes (either by
purchase or through a loan) in whole or part with funds from the Low and
Moderate Income HousingFund (Low-Meal Fund). The .share of the asset value
that should be considered housing assets should be proportionate to tile share
of ownership of the asset that is held by the successor agency or if ownership
shares are not defined by contract, in proportion to funding provlded by the
redevelopmen~ agency in proportion to the total funding for the project.

2. Any funds that are encumbered by an enforceable obligallon to build or a~ulre
low and moderate Income housing as low and moderate income housing are
defined by the Community Redevelopment Law. For thls purpose, an
enforceable obligation is defined the same way it Is for AB Xi 26 generally,



{~mod housing that are used to maintain, operate and enforce lhe affordablli~y
~ low-rood housing offer enforceable obligalions associated with low-rood

We expect that most low-rood housing a~qulred with redevelopment funds will have .
long.term or permanent affordability covenants on It and thus will have little or no market
value. While we expe~t that most housing built or acquired with low-rood funds will have
long-term restrlclions on rents and sales that were requlred by providers of other
financing Involved in the projects, there may be instances where thls Is not the case, If
the redevelopment agency had sole title to the housing and it was not built with any Iowo
rood funds and thus Is a market rate property, any rental revenue, or proceeds from sale,
and the property itself, are not housln~ assets that transfer to the housing successor..

We also expect that some projects involving ho~slng are mixed use and could Inclucie
governmental-use properly, commercial property, market rate housing, and housing that
meets the Communlty Redevelopment Law definition of low-mocl housing. While we
would expect that slgnlflcan~ amounts of low-rood funds were not used to acquire
commercial proper~y or governmental-use property per se, there could be situations
~hore tt(le.to the various types of properlies ~s In the name of the redevelopment
agency. Property sale proceeds or revenue slreams should be apportioned belween !he
low-rood fund and other funderso In0ludlng the redevelopment agency general fund.
Such assets may lransl~er to the housing successor only with approval of the oversight
board, The successor, agency may prefer to hold and manage the asset.



CAPITAt. OP BILICON ~AI.LBY : " °

TO: HONOIIABLE,MAYOR
AND CITY COUNCIL/SUCCESSOR
AOBNCY BOARD

COIINCIL AG~NDA~ 06-12d2
ITEM: 9.1

M morandum

DATE: May 21, 2012

Date ~AA~

 C0  DATI0 , :.
1, Adopt City Aplyopriatlon Ordinance and Funding 8om’ees Resdluiton amendmoais to

repeal Ordinance, No. 29029 ~d Resolutlo~ No, 76133 h~tho Redevelopment Obligation
Retirement ~und,

2, Adopt Ci~ Appmpriatlo~l Ordin~ee and Funding Scott’s R~ointlon amendments fox
20~1~2012 in the ~ow and ModoraM Income Housing Fund to mnend Ordlnane~ No.
29027 and R~ol~tioa 7613 !, to b~ effe~1ivo from July 1, 2011 tNough Janu~y 31, 2012,
hs bufl~M in A~aolunent A.

Approval by the City CounoiI and City Council in its oapaolty as the 8uoeesgor Agenoy
Board of a Cooperation Agreement hereon the Ci~ of 8~ Jo~d and fl~o 8uce~so~"
Agency t~ the Redevelopment Agency ofth~ City of San Jose for Operath~g Expons~
Fo~’u~y 2012 th’~ugh ~tmo 2012,. ~

OUTCOME

Approval oflke ordln~hoe aad ~osolutio~ actions pertaining to the Successor Agency and
of the forraer8uce.~or Housing Agency Budgets confines to faoUfiato, flxe winding down

RedovNopm~nt Agency’s affai.rs ~nd .the transition to 8uccesso~ Agolicy and 8uooossoe Housing
Agency; and, file continuafio~ of the cooperation agreement outlining City expenditures on
behalf of the Successor ~goncy,



i

HONOth~BLB lvgAYOR AND CITY COUNCIL
May21o 2012
8u.bjeet; 2011-2,012 Budget Aet!ons and cooperati0n,~gveernen~ Relafed to Successor Agency ¯
Page 2

Agency approwd aofio~s ~o ~tablish ff~ R~¢v~[opm~nt Obligation R~ih’em~nt~md consistent
with ~ X1 26 aM approved fl~ fonaa[
Redevelopment Agency ~o lh¢ Su~ssor Agency. Funding was budget d fo~ th~ p~flod of
F~bm~y 1~ 2012 a~d June 30~ 2012, to ~x~out~
mfleoted the most o~r~ent hffo~’mafion at that t~o, 8~ J~uatW, the Adm~sh~fion has been
wor~g to transttto~ the former Red~ve!opment Agenoy j~temally ~th a multi-d~p~anental
team as.wall 0s closely ooo~d~ating with tim S~ta Cla~d Coma~ to xe~o aualysls of the intent
~d impaets dftho legislation govol~g the Successor Agency ~d its fman~s,

In addition, pursuant t’o the xetluirelne~ts outlined in AB X1 26; the Successor Agency must
prepare ~ ad~nfstrafivo budga as ~vell as a Reoog~d Obligation Payment Sohedule ~OPS)
every six..mon~hs fo~ the Ci~ Co,moil j~ its oapadty as the Successor Agency Board as well as
the Ovo~ight Board to ~’evieW ~d appx’ovo, ~o z~ulromonts have beon.~a with the
px’op~afion and submi~als of a~is~afivo budgets ~d RQPS for both ~o period February 1
.~’ough Jtum 30, 2012, and J~ily 1, ~ough Deo~mbe~ 31, 2012, w~eh were considered ~6
appzowd by lho Cit~ Commtl as Successor Agency ~oatd and the Ovorsi~t Board¯

ANALYSIS’

~oS.ess.or Agency arid Successor Housbag A~enoy Budget Adiusdnents.

On ~mmm’y 24, 2012, a nthnber of aaion, s were brought forth app,’crag the establis~aont of the
Rodovdopment Obligation Xet~oment Fund ~d ~nonding the’author~ over the Low and
Moderato Income Hoi~sing ~d ~om the C~ d~i~ating it to be a 8u~ssof ~genoy Fm~d.
Upon fresher mmlysis, it has been
by Ci~ ordinon~ as previously ~esmmnended
reflect tim separate na~aro of rite 8ue~ssor Age~ey operations fi’om the City’s operations ~nd
remalnhg oonsistent with the ~tent of ~he logtslatio& the ~d~isa’afio~x r~aunends that the
Febmaw 1, 2012 ~on~ Juno 30; 201% Su0~sor Agency five month budgot~ City
appropriation ordin~ and ~diag som’~s resolutions be xvpealed ha rite Redevelopment.
Roth’emont Obligafiol~ ~und ~d amended ~ tho.~w ~xd. Moderate Income Ho~ag Fund to be
effective from July 1, 2011 ~’ou~
Authori~ for fm~iat a~fivxgeh bo~tming Feb~y I~t for bo~ t~o ~u~c~ssor Age~x~y mad the
Su~essor Hous~g Agency have b~n provld~ t~o~gh the approval of ~e seh~tuled payments
for e~oreeablo obligations as
it, bi-amu~al XOPS ~ fia~’e years.

A second action taken on January 24, 2012, was the lransfer ofalI affo,rdable tmnsing assets
.the City, as ~ho Sue.cosset Housing Agenoy. This aoiton inoluded tile ~ansfer of tim lo~
potffolto holding mot6 ~han $550,000,000 xep~e~enth~g over 900 loans, laad held for Nh~re
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h~uslng d~velopmsnt~ and 1eas~ m~d ~on~’aots. ~n ~t~er review o£ ~ X! 26, R has
clear ~at encumbered eontraoi~ and other ~ordable housing prbJ~ots obligated to bo ~gmpleted
shoOd b~ *rea~ as housing assets and wifl also b~ lransforred to {ho City as Successor Housing
Agency. Additionally, cash balaadOs genora~ fi’om !nan repayments worn also {r~sforred
lho 8ueeossorl{ousmg Agency. The City.ostabllshed anew C~ty fund, the Mfo~dablo ~ous~ g
Inv~tmofit ~und (~tmd 346) 1o n]anago all of~h~’ affordablo housing ass~s whlch will bo
m~ag~ as a p~ of~s City budge~ Jn,~tur~ years; As mentioneg ahoy% th~ oxp~nditm’~
th~ Low and Mod~mt~ Inoom~ Ho~ng ~d ~und 443~ will be approved as a par~ of the
a~l~al KOPS in fi~turo y~’s, ’ Therefore, tho reoo~mnonded Appropriation Ordlnm~ ~d

. Funding Source K~otullon actions related to 1he Low ~d Moderate Houst~g In--me FuM
2011-2012 m’e related, to the ~mite~ time pertod of J~y 1~ 2011 to January 3 ~, 2012 and the
tr~sfer of assets to’the Suo~sor Hox~s~g Agency.

~CooperatioJ~ Agreem¢.nt. ..........between Jbp.CitY,    .of San_Josd .....and the SUcc~sor Ageh~v,.    ,

O~t hmo 17, 2011, the City Oo~noil appr6wd the 2011-2012 Cooperation Agr~ments for 1)
Capital Improvom¢~lt Projects ia ~ho ~orgod R~dovolopmont ~a and 2) Opo~at~g E~bnsos
between the City of San Jose a~d ~o Redevelopment Agency. Bffootivo Pobru~y 1, 2012 ~
X1 26 invalidated those agr~mcn~, On April 12, 2012~ lho Ovorsi~t Board adopted a
~’~olution authorizing tho SuccesSor Agoz~y to ont~r h~to ~ ~opo~atioa Agr~omont ~thlho
Cf~ of’San 5osd for Operating Exp~nsos fi’om ~bbmary t, 2012 tNou~ 5m~o 30, 2012, ~d~r the
roans proviously ~tablish~d In tho iavalida~e~ Cooperation Agreomont. The Cooperation
Agr¢om, nt is rocolmnoad~ for ~ty Council approval to eontlnus already bItdgot¢d ~ding and
suppo~ for ~he roma~dor of 2011-2012,

"~t should bo noted that lhoro has b,o~i a ~l~ficat~t co~tflbz~tio~ of City sta~r~ouro~s to i~o
inoreasM actMty hssoolat6d ~th*ho whx~ng down ~d Iransifiofi oftho former R~dovolop~ont
Agonoy’s business Irm~saolions. Duolo iho Hmited fl~l~i~ ability oflho formor
K~¢vo1~pm~nt Ag~noy~Suo.cossor Agency, ~ho amounts fund~ ialoday’s budget action and
~ho~,la.tho cboporatiol~ agr~m~nt do not (ully cowr tlm Ci~s costs.

8ueoe~or Agency.and City staffs have b~n enghged ta conversation with s~aff from .Santa Cl~’a
County ha an effo~ to find eonsonsus on tho Jmplomontatio~l of AB X126. Th~ County Auditor-
Conh’ollo~ ~ffioo is r~spo~lbl~ for iho dlsh~bution of tax izmrem~nt to al[ Succorer Agencies
inlhe Count, Assmn~tlons used.in this memoraM~n to determine t~o mno~t of.tax ~omont
for ~ho 2011 =2012 bMgot year have not yot be~n ootffirmod by the Co~ty.

Succossbr Agency staffwil[ conthme to return.to the City Co~uzoil and the Suc.cossor Agency
Board rogat’ding Oversight Board actions ~d budgetary authority through ~h~ bt-antmal approval
offho Recognized Obligation P.ayment Sohod~do and Admtaistrat[w Budget,
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Criteria 1: Requires Cotaotl aortas oj~ lhe use 6fpubltc funds e~ua~ to $I million oe
’grantor. ~eqnired~ Website Postlng)
Criteria 2; Adopfioar of a.new’or ~evised policy fl~at may have implicafio~ for publi~
health, s~o~, quality ofltfe, or ~naMa~economio ~itali~ afro Cir. ~equtrod~ E-
mall and Websit~ Posting)
Crtterln 3: Considexatlon ofpr@osed oh~ng~ to serdce ddivery, pro~m~s, staffing that
may haw J~pacts to coa~untW services andhaw been identified by sia~ Co~m~il o~ a
~o~nu~ty ~ot~p that reqnlres spedal oukeaeh, ~equtred: E-matl~ WebsRe ~os~hg~
Communi~ ~fings~ Notice ia appropriat~ newspapers)

Tiffs action rogers Criteria 1 above and will be postedto be considered by the City CburMl on the
June 12, 2012 meeting.

,CO 0 ,L~D~I~IAT.IO~

~N,s !tern was ceo~dinated with the City At~o~ttey’s Office,

Exempt, tqle N9. PP 12-008,

mCtLgRD A, KBIT
Managhag Director
Successor" Agency

Housing Dkeetor .....

t~’dget Dkeetor

Fox questions, please contact Abe AMrade, CtttefF1soal Officer of lhe Successor Agency (408
795-182I) or Rachel VaudeWeea in ~he Housing Department ~.408 535-8235).

At~a~lm~ertt A: Statement of Soume and Use of Futtds Low aM Mo~terate hwome Housing’Y.und
and appropriation recommendation language,



STATEMENT OF 8OUROE AND USE OF

2010.20~1 .20~’}.2~2 . 201t.~0~2 ’ Re~ornmand~ 2011.~012

Interest
Lo~ Rep~nt~
MIs~l~ou~ Reve~

Total TrinKets

TOTAL ~OUROE OP FUHI~

A~{om~/
Atiorne~ Pe{~on~l ~I~s
Ot~MgrN~.Per~qulp

TBX ~l~Oo~ Bo~ Debt

H~z~rd ~Ib~on

~ Per~o~l

H~ pe¢~onBlS~
H~ ~evel~n{ k~vl~
H~ Re~b

PW H~.P~q~p
PW P~I ~ s
Ronl~ ~lo~ Web 8ea~
8~t~ Ol~a C~nly Housing

T~dl ~t ~rne B~ef L~

39,843 0 O 0 0
0 O ,17,42o,b0o (;~,~o,o~)) 13,864,o00

~o,~s ’ 6- ’ 17,42o,ooo ’" (~,~o,ooo)

7~783
644,474
io.~

6L039

724,180

2,~71,t00
148,73~

74,~9

o

74,~0,0~3

1Y,47t,4~1. ~

o
o
o

187,r~oo
o

I,I04,0~6
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i h~r~by c~fy ~hat ~he~’o w~tl b~ avai}abl~ fo~ approp~mt~o~ in &~ Low
Moderat~ Income Hou~i~g Fund in the Fisc~ Ypar 20H~2012 molieys ~ cx~s of
~hoso heretofore appropriated lhorofi’om, said excess beh~g at least $2,093,116,

~FBK A, MAGU~

Budget Dh’~otor



Adopt the £ollow/ng Approprlatto~x Ordlnanoo and’Furtdh~g 8ourcea Resolution
amendments m the Low and Nlodot’ato income Hou~|ng Fun.d:

a, Increase (1~ Boghufing :FUt.~d Balallco by $18,934,365;
b, Ino~caao fl~o rovcnuo estlmat~ for Earned Revemlo by $2,093,116;
o, D~r~so the ~ovonuo esfimato for tho Txamfor ~om tho Redovelopmont

Obligation Rot~ement F~nd by $3,556,000;
" d. Est~bllsh ~ T~ansfer to the Affordable Housing I~westment F~ad by $ ! 8,934,345;

e, Establish a Tr~nsZor ~o th~ Redevelopment Obltgattoa Retkofnent Fund by
$5,600~000;

£ D~t’efise lh~ Housing Loans a~d Gran~s appropriation by $531,861;
g, Deor~ge Iho Reserve ~m’ Enfo~able Obligations by $3,792,085;
h, ~eorease the ~ousing ReI~abHitatton Loan.appropriation by $325,000;
i, D~’~so lh~ Loan M~nagement opproprlatton by $250~000
j, Deoreas¢lho Con~ro~al,Paper Debt 8e~iqe appropriation by $608,272;
k, Deoreaso th~ Dab1 Se~’vi~ app~opriattdn by $1,613,555; aM
1, Ia0xeas~ th~ Houshag Noa~Persona~qn~pm~n1 appropriation by $57,909.
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The Cmmty of Santa Clara - County of Santa Clara Calls for Transparency and Accuracy ... Page 1 of 1

Countyof Santa Clara Calls for Transparencyand
Accuracy from San Jose Regarding its RDA Debts

Misleading Statements Causing Unnecessary Concerns

SANTA CLARA COUNTY, CALIF. - Today, the County of Santa Clara is calling for transparency and
accuracy from the City of San Jose and reassuring’ bond holders that the City has sufficient funds to
cover all of its former Redevelopment Agency (RDA) debt service. This call is a.result of Inquiries from
Wall Street concerning misleading and Inaccurate statements made about the City’s inability to meet its
obligations on redevelopment agency debt.

The City of San Jos~ has been Informing Wall Street that it will default on its former Redevelopment
Agency bonded debt obligations. Additionally, the City has been attempting to divert attention away
from its own imprudent flnanclal management by asserting that the County of Santa Clara Auditor-
Controller is "causing" this supposed default,

"These assertions are simply untrue!" said County Executive Jeffrey V. Smith. "The City will NOT default
upon their redevelopment bonds unless they make.an intentional effort to do so. Nothing that the
Auditor-Controller has done, or will do, will cause the City to defaulU" ’

The new state law, ABX1 26, mandates that the City provide certain financial Information to the Auditor-
Controller In order to assess its ablllty to pay its bonded debt. That information Is then sent to the state
rot analysis of the redevelopment funding. The City has delayed their production of the financial
information for weeks, and that has delayed the ability of the Auditor-Controller and the state to
produce such a plan.

On the evening of Election Day, the Cil~y finally began to produce some of the needed Information. That
financial Informatlon, produced by the City, shows that there is adequate funding to pay ALL former RDA
bond debt servlce that Ilad previously been backed exclusively by the resources of the RDA. There will
be no reason for the City to default upon any bonded indebtedness from the previous RDA!

"San Jos~’s situatibn Is one-of-a-kind in that prior to ABX1 26, the RDA and has long faced a crushing
d.ebt burden that resulted from going beyond the original Intent of the redevelopment law - eliminating
blight," said County Finance Director Vinod Sharma. "The County has been actively Involved in
reassuring those holding bonds from the City’s former redevelopment agency that there ts no reason to
be concerned about a default, despite the confusing messages from the City leadership."

"If the City would simply comply with the. state law by producing accurate and timely financial data, the
Auditor-Controller and the state could do their jobs and develop a revenue disbursement plan that
assures a smooth transltlon," Smith continued. "The "cry wolf" approach that has apparently been
adopted by the City staff Is NOT an effective financial management tool, and shows an enormous
disrespect to the RDA bondholders. The truth Is that there will NOT be a default upon San Jose RDA
bonded debt! Period!"

Media Contact; Gwendolyn Mitchell, Office of Public Affairs, (408) 299-5119; Orry Korb, Assistant County
Counsel (408) 299-5;902
Posted: June 8, 2012

http://www~se~g~v.~rg/sites/~pa/m~/Pages/C~unty-~f-Santa-C~ara-Ca~s-f~r-Transparen~y-an.~ 6/8/2012
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Andrews, Arn

From:
Sent:
To:

Vossbrink, David
Friday, June 08, 2012 4:12 PM

Campos, Xavier; Chu, Kansen; Constant, Pete; Herrera, Rose; Kalra, Ash; Liccardo, Sam; Nguyen,
Madison; Oliverio, Pierluigi; Pyle, Nancy; Reed, Chuck; Rocha, Donald

Figone, Debra; Shikada, Ed; Doyle, Richard; Deignan, Patdcia; Cooper, Julia; Keit, Richard; Duenas,
Norberto; Andrews, Arn; McGurk, Michelle; Low, David; Wright, Lenka; Antonio, Rhovylynn; Fedor, Denelle
Fot~g, Stephanie; Furman, Pete; Garcia, Josue; Green, Mary Anne; Hamilton, Peter; Henninger, Ragan;
Moua, Louansee; Okpaku, Joseph; Sutherland, Kathy

Subject: Santa Clara County news release regarding RDA Debts
¯ Mayor Reed and Members of the City Council,

The City Manager asked me to provide you an update regardir~g a news release, issued by the County of
Santa Clara this afternoon that asserts that "the City of San Jose has been informing Wall Street that it
will default on its former Redevelopment Agency bonded debt obligations. Additionally, the City has been
attempting to divert attention away from its own imprudent financial management by asserting that tire
County of Santa Clara Auditor.Controller is "causing" this supposed defaulL "

The release quotes County Executive Jeff Smith saying,

"These assertions are simply untrue!" said County Executive Jeffrey V. Smith. "The City wil! NOT
default upon their redevelopment bonds unless they make an intentional effort to do so. Nothin#
that the Auditor-Controller has done, or will do, will cause the City to default!"

"If the City would simply comply with the state law by producing accurate and timely financial
data, the Auditor-Controller and the state could do thelr~[obs and develop a revenue dfsbursement
plan that assures a smooth transition," Smith continued. "The "cry wol!" approach that has
apparently been adopted by the City staff is NOT an effective financial management tool, and
shows an enotmous disrespect to the RDA bondholders. The truth is that there will NOT be a
default upon San Jose RDAbonded debtf Period!"

The City disagrees with the County’s interpretation and assertions. As you know, the City and the
Successor Agency have pledged all tax increment to bondholders, who have first priority on those
revenues. Based on County estimates of tax increment this year, there will not be sufficient tax increment
to pay senior bonds if the County diverts approximately $20 million to the County General Fund by trying
to move from last Place to first in seniority of payments. When we learned of the County’s intentions last
week, staff took the required, responsible, and prudent step to provide full disclosure of this development.
to the financial community, and unfortunately ratings agencies this week have issued downgraded ratings
of redevelopment bonds reflecting the new situation. It is very inappropriate for the County to be speaki.ng
to the market through the news media regarding the City’s credit and our obligations to bondholders.

The City, of cour.se, is entirely committed to meeting all our legal obligations as we continue the difficult
and complicated wind-down of redevelopment. Although we remain hopeful that the City and the County
can resolve this matter without resorting to litigation or to a debate through news releases, Jris
disappointing that the County has taken this tone regarding a very complex and critically important
financial matter that affects the lives of residents of both the City and the County.

David

618/2012
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VIA E-MAIL
City of San Jos~
Attn: Debra Figone, City Manager
Attn; Julia H, Cooper, Director of Finance
200 East Santa Clara Street, :13th floor
San Jos!~, CA 95113

June 6, 2012

P,O, Box 2600
Valley Forge, PA 19482-2600

Re: Potential Event of Default: Redevelopment Agency of the City of San Jos~

We are aware of various news stories related to a dispute between the City of San Jos~ (acting in its
capacity as the Successor Agency for the San Jos~ Redevelopment Agency) and Santa Clara County with
respect to the order in whlch increment revenues previously attributable to the Redevelopment Agency
are paid. It is our understanding from the legislation with respect to the dissolution of redevelopment
agencies In California, as well as various materials posted on the State Department of Flnance’s webslte,
that debt service is specifically protected within the existing revenue stream and that the payments
should be made in accordance with the various indentures and contracts under which the bonds were
issued. Thus, a "re-ordering" of the debt structure as referenced in the Bond Buyer and Mercury News
stories seems.contrary to the spirit of the legislation--and certatnlv contrary to bondholders’ interests,
particularly if that re-ordering leads to a payment shortfall. It is our understanding that your position is
consistent with ours and we wanted to therefore communicate our thanks and support for your efforts
on the bondholders’ behalf.

While we cannot speak for the enttre market, we believe that any continued disagreements that lead to
a payment delay or default with respect to the Redevelopment Agency’s debt will--despite the City’s
efforts on the bondholders’ behalf--reflect negatively on the City (as well as the County), even though
the Redevelopment Agency was a separate entity with specific pledged revenues. The dlsagreements
between the City and the County discussed in the press do not aPpea~ to be related to the underlying
revenue stream, but relate to the County’s interpretation of the legislation as placing various interests
ahead of those of the bondholders. It appears to be making decisions with respect to the
Redevelopment Agency’s cash flows that are Inconsistent with its fiduciary and legal obligations,
particularly in light of the]act that pass-through payments to the County are specf]ically subordinated to
bondholders by contract--a contract which the County and the Redevelopment Agency executed. As
major Investors in bonds from various County entltles, this is extremeJy troubling. At over $:1 billion as
of this writing, these investments are substantial. Those holdings include over $240.:1 million of City-
related credits, Including the Redevelopment Agency.

Thank you again for your support of bondholders’ interests in this matter. Please contact me
(6:10.669.634t or robert_auwaerter@vanguard.com) or our California analyst, Ron Mintz (6:10.669.5329
or ronald_mintz@vanguard.com), with any questions or comments on this matter.

Very truly yours,

Robert F. Auwaerter
Prlnclpal and Head of Fixed Income



June 7, 2’012

Via Mail Deliver~,~ Facsinfile and Email

Vinod Sharma
Auditor-Controller
.County of Santa Clara
70 West Hedding Street
San Jos~, Califomia 95110

Jolm Chiang
California State Controller
PO Box 9842850
Sacramento, CA 942850

Ana J. Matosantos
Director of Finauce
Department of Finance
915 L Street
Sacramento, CA 95814

Redevelopment Agency of the City of San Jos4
Merged Area I~edevel6pment Project Tax Allocation Bonds and
Housing Set-Aside Tax Allocation Bonds

Ladies and Gentlemen:

We have reviewed the "notice of potential event of default", dated June 4, 2012, filed
withthe United States Securities and Exchange Commission by the City, as successor agency.
We have attached tl~is notice for your convenience and review. The notice infomas the municipal
bond market of the County’s stated intention to withhold tax increment revenues, thus
jeopardizing the timely payment of tax allocation bonds of the Redeve!opment Agency of the
City of San Jose (the "Agency").

MBIA Insurance Corp. has issued numerous insurance policies, wI~ich are now reinsured
and administered by National Public Finance Guarantee Corporation, insuring the timely
payment of debt service for certain of the Merged Area Redevelopment Project Tax Allocation
Bonds and Merged Area Redevelopment Project Housing Set-Aside Bonds issued by the Agency
(the "bonds’). In the aggregate we have insured approximately $912 million of Tax Allocation
Bonds and $137 million of Housing Set Aside Bonds. Accordingly, we must register our most
serious concern with the. expressed intent of the County to take any action which would
jeopardize the timely payment of these bonds, or for that matter, any other bonds of the Agency.
As the City Manager stated in l~is letter to the County Board of Supervisors dated June 1, 2012,

$IN [N nationa 

National Public Finance Guaranlee Corporalion t 13 Ki~g Stmel, Armonk, NY 10504 %914-765-~33a www.nation~lpfg,com
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the intent of ABIX 26 is clear in its mandate to protect bondholders. We expect that this
mandate will be respected, as it nmst be under the United States and Califonaia Constitutions,

Accordingly, we urge the County not to take any action which would jeopardize the
timely payment of tlie Agency’s bonds, and we urge the State Controller to review and reverse
any actions taken by the County A~uditor-Controller wlaicl~ would have this result.

As bond insurer, we are entitled to enforce the bondholders’ fights and remedies under
the valqous documents pursumat to which the bonds were issued. These remedies include, among
others,, the right to seek ma injunction to prevent any action MaMa would impair the floats of the
bondholders in violation oftlae United States or California Constitutions. We hope that no action
will be taken by the County (or any other patty) wl~ich would compel us to exe/cise these rights,

Sincerely,

DanM E, McMmms, Jr.

General Counsel

ce: Julia Coope~; Acting Director of Finance
City of San Joss

Richard Doyle, City Attorney
City of San Jos6

Miguel Mfirquez, Santa Clara County Counsel

SFI 1866494v.4
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UBS first take
Thomas McLoughl n, aria yst, UBS FS
thornas.mcloughlin@ubs.com, +1 212 713 3914

Joseph Krist, analyst, UBS FS
joseph.krist@ubs,com, ÷1 212 713 3959

The California State Legislature enacted Assembly Bill
ABX1 26 on 29 June 2011. The legislation, which was
subsequently signed by Governor Brown, dissolved the
state’s redevelopment agendes and created a
mechanism for other units of government to serve as
their successors. The California Supreme Court reviewed
and affirmed the law as a constitutional exercise of state
power. Outstanding debt was protected as an

¯ enforceable contractual obligation and successor
agencies were explicitly instructed to make debt service
pa.yments on outstanding bonds (ABXl 26 Section 1).

The San Jose Redevelopment Agency (SJRDA) was one of
the largest and most active redevelopment agencies in
the state prior to its dissolution. San Jose is .the most
populous city in Santa Clara County and the third largest
in California. For many years, Santa Clara County and
the San Jose RDA have had a contentious relationship.
The redevelopment agency expanded the size of its
redevelopment areas periodically, thereby allowing it to
capture, an increasing share of the property taxes
generated from new development. The County believes
that the City has, in the past, agreed to provide
compensation to the County ove[ and above the
amounts formerly required under what are known as
pass-through agreements. The City of San Jose, as the
successor agency to the SJRDA, disputes the amount of
compensation owed to the County.

San Jose

.So long as the redevelopment agency existed, the priority
of payments to bondholders was not contested by Santa
Clara County. The county, in its role as assessor, of

Source: Rating agencies, WMR as of 6 June 2012

This report has been prepared by UB~; Financial Services Inc. CUBS FS).
Please see important disclaimer and disclosures at the end of the document.
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property values and collector of property taxes, had little
leeway in its interpretation of the flow of funds and the
priority of payment. The dissolution of the RDA appears
to have changed the dynamics of the argument between
the city and the county. Notwithstanding the existence
of a state Supreme Court decision affirming the priority
of bonded debt, the county asserts that it is owed more
money and that the city is obliged to use its own reserves
to make debt service payments on redevelopment
agency bonds.

The situation is somewhat unique to San Jose in that
historic debt service coverage on its bonds from available
revenues has been much tighter than has been the case
with the other RDAs in the County. Only San Jose has
represented that insufficient funds exist to make the
required debt service payments. The County, in
concurrence with the State Controller’s Office, has
requested and received documentation as to the
insufficiency of revenues prior to releasing any funds to
the City for the payment ofRDA debt. These funds are
currently held in trust. In contrast, on 1 June, Santa Clara
County made distributions of tax increment revenues.
held in trust to eight of the nine other successor agencies
within its boundaries (excluding the SJRDA) for FY 2013.

Not surprisingly, the City of San Jose vigorously disputes
the County’s view. San Jose believes that the County’s
interpretation of the law is flawed and is contradicted by
the plain language of ABX1 26. The City believes that it
should not have to u~e its own general governmental
funds, which would likely result in service reductions. As
a result of the impasse, the City has announced that the
County’s interpretation of ABX1 26 would trigger a
default on outstanding Non-Housing Subordinate Tax
Allocation Bonds When due on 1 August. In the event
that the County insists on withholding all of the tax
increment it questions, the City predicts that it will also
be in default on its Senior and Subordinate Tax
Allocation Bonds - both Housing and Non Housing.

San Jose RDA bond price
In USD
95

75
Man-12 Apt-12 May-12 Jun-12
~ SJRI:)A 4.25 2036

Source: Bloomberg0 UI35 WMR, as of 6 June 2012

The dispute has jeopardized the City’s efforts to execute
a renewal of letters of credit (LOCs) issued by JP Morgan
(JPM). The LOCs support some USD 94ran of
outstanding variable rate demand obligations (VRDO)

Wealth Management Research 6 June 2012 2
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from the Agency and are scheduled to expire on 1 July.
Thus.far, because of the uncertainty, JPM has offered
only a 30-60 day extension. If the City does not approve
the extension (it is seeking a longer term deal), then the
bonds will be subject to tender and the City will have to
begin to amortize the bonds at a higher interest rate
than it currently pays on the VRDO.

The dispute couid be resolved through further
negotiations between the City and the County. The
County is waiting for the State Controller to review the
previously mentioned, documentation and deliver
guidance as to how the County must proceed. When this
process concludes and the amount of any fund
deficiency has been agreed upon, the County will release
funds currently held in trust pursuant to the provisions of
the CA Health and Safety Code Section 34183. Section
34183 is the law which established the priority of
payments of tax increment revenue before and after the
adoption of AB.Xl 26. It calls for payments to be made
first for requi~ed pass-throughs; second for recognized
obligation payments (such as the former RDA debt); third
for administrative costs; and fourth for the distribution of
any remaining monies.

Since 1 March, the bonds have traded in a range from a
price of 77.91 (5.982% YTM) to 90.237 (4.946% YTM)
for an average price of 85~774 (5.30% YTM). As of
Monday 4 June, bonds were trading at an average price
of 88.135 or a 5.105% YTM (4.25% coupon due 1
August 2036).

WMR will continue to monitor developments with the
credit and expects to receive ongoing updated
information from the City and County as events unfold.
Fitch has already lowered its ratings on outstanding
SJRDA debt and other rating actions can be.anticipated.
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Appendix
Disclaimer

WealthManagement Research is published by Wealth Management & Swiss Bank and Wealth Management Americas, Business
Divisions of UBS AG (UBS) or an affiliate thereof, In certain countries UBS AG is referred to as UBS SA. This publication is for
’your information only and is not intended as an offer, or a solicitation of an offer, to buy or sell any investment or other specific
product. The analysis contained herein is based on numerous assumptions. Different assumptions could result in materially
different results. Certain services and products are subject to legal restrictions and cannot be offered worldwide on an
unrestricted basis and/or may not be eligible for sale to all investors, All information and opinions expressed in this document
were obtained from sources believed to be reliable and in good faith, but no representation or warranty, express or implied, is
made as to its accuracy or completeness (other than disclosures relating to U£S and its affiliates). All information and opinions as
well as any prices indicated are currently only as of the date of this report, and are subject to change without notice. Opinions
expressed herein may differ or be contrary to those expressed by other business areas or divisions of UBS as a result of using
different assum.ptions and/or criteria. At any time UBS AG and other companies in the UBS group (or emp!oyees thereof) may
have a long or short position, or deal as principal or agent, in relevant securities or provide advisory or other services to the
issuer of relevant securities or to a company connected with an issuer. Some investments may not be readily realizable since the
market in the securities is illiquid and theref£re valuing the investment and identifying the risk to which you are exposed may be
difficult to quantify. UBS relies on information barriers to control the flow of information contained in one or more areas within
UBS, into other areas, units, divisions or affiliates of UI~S. Futures and options trading is considered risky. Past performance of an
investment is no guarantee for its future performance, Some investments may be subject to sudden and large falls in value and
on realization you may receive back less than you invested or may be required to pay more. Changes in FX rates may have an
adverse effect on the price, value or income of an investment. We are of necessity unable to take into a(~count the particular
investment objectives, financial situation and needs of our individual clients and we would recommend that you take financial
and/or tax advice as to the implications (including tax) of investing in any of the products mentioned herein. This document may
not be reproduced or copies circulated wffhout prior authority of UBS or a subsidiary of UBS. UBS expressly prohibits the
distribution and transfer of this document to third parties for any reason. UBS will not be liable for any claims or lawsuits from
any third parties arising from the use or distribution of this document. This report is for distribution only under such
circumstances as may be permitted by applicable law.

¯ Distributed to US persons by UBS Financial Services Inc,, a subsidiary of UBS AG. UBS Securities LLC is a subsidiary of UBS AG
and an affiliate of UBS Financial Services Inc. UI]S Financial Services Inc. accepts responsibility for the content of a report
prepared by a non-US affiliate when it distributes reports to US persons. All transactions by a US person in the securities
mentioned in this report should be effected through a US-registered broker dealer affiliated with UBS, and not through a non-
US affiliate. The contents of this report have not been and will not be approved by any securities or investment authority in the
United States or elsewhere,
Version as per June 2011.

© 2012. The key symbol and UBS are among the registered and unregistered trademarks of UBS. All rights reserved.
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County of Santa Clara
Finance Agency

Cokll~ly Governm~l~! C¢llter
70 Wesl He(Iding Slreel. East Wing, 2nd Floor
San Jose. California 951 I O- 1705
(408) 299-5205 FAX: (,t-08) 287-7629

June 11, 2012

VIA E-MAIL AND U.S. MAIL

George Lolas, Chief
Division of Accounting and Reporting
State Controller’s Office
P.O. Box 942850
Sacramento, CA 94250

Re: Review of Distribution from the San |osd Redevelopment Property Tax
Trust Fund

Dear Mr. Lolas:

As you are aware, recent events concerning the San Josd Successor Agency have
caused concern in the bond market. We believe that it is in everyone’s interest to
cahn the market down by ensuring that accurate information is available and
that the final insufficient funds report pursuant to Health and Safety Code
section 34183(b) is shared with the wider community.

In this regard, we wish to assist your office in conducting an expedited review of
the insufficient funds report regarding the San Josd Successor Agency in order to
assure that we obtain the Controller’s concurrence as soon as possible to
distribute funds to the Agency. Accordingly, we provided the requested
information regarding our verification of the insufficiency of funds to your office
on Friday, June 8, 2012.

We would further invite you to send staff to our office in San Jose as soon as
possible to review our records as well as the records of the Successor Agency in
order to concur with our determination regarding the insufficient funds situation
and to assure all parties that there is, as we showed Friday, sufficient funds
available to pay all Agency bond debt in August, with the exception of certain

Board of St|p(~rvlsors: Mike \Vasserma ~, George, Shirakawa, Dave Cor|ese,, Ken Yeager, Liz Kniss
COtlllty EXGCUII\ O: Jeffro) V, Sfnitl/
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obligations issued by the City and Agency and for which the City has a
responsibility to make debt service payments.

If you have any questions about this request, I am available at (408) 299-5201.
You or your staff may also contact Jai Singh at (408) 299-5251 to coordinate your
visit and review. Alternatively, we are available to meet with your staff at your
office with any needed documentation.

Sincerely,

Vinod K. Sharma
Director of Finance
County of Santa Clara
San Jos6, California

Miguel M~rquez, County Counsel
Jeffrey V. Smith, County Executive
James R. Williams, Special Assistant to the County Executive
Jai Singh, Controller-Treasurer Division Manager
Richard Keit, Managing Director, San Jos6 Successor Agency




