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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 José 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.

Chronology of Recent Events

On May 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 May 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 May 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”) system’ 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 José 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 José (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 José 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

! 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
communicating 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)

Successor Agency County

80% of Available Tax Increfnent : $66,916,638 '$51,459,142
PIUs: Amount Availablé with Fiscal Agent A 29,807,082 29,807,082
Total Amount Available for August 1, 2012 DS Payment $96,723,720 $81,266,224
80% Senior Debt Service Payment - Due August 1, 2012 | 92,316,948 92,316,948
Surpldsl(Deficit) Coverage $4,406,772 ($11,050,724)
Subordinate Debt Service Payment - Due thru Dec. 2012 4,392 307 4,392,307
Surplus/(Deficit) Coverage after Subordinate DS $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 three 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.”

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 Range from BBB Range from
' “Baa3”to “BBB-"to
‘CBaa237 “BB+“
Housing 20% Set-Aside TABs 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 Range from BBB Range from
“Ba3” tO “Ba277 “BB_” to “BB“
Housing 20% Set-Aside TABs 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.com/external/content/document/1914/1464407/1/06-08-12%20Finance. 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 -
working 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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County of Santa Clara
Finance Agency

County Government Center

70 West Hedding Strect, Bast wing, 2nd Floor
San Jose, California 951 10-1705

(408) 200-5205 1FAX: (408) 287-7G209

May 11, 2012
Re:  May 1 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 (RPTTFs) 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 RPTTF for each
former redevelopment agency. The distribution will occur on June 1, 2012, and in accordance
with the “waterfall” as provided in section 34183. These 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

RPTTFs twice annually (every January 16 and June 1) as follows:

o 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, RPTTF 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 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 of Supervisors: MiKe Wassenman, George Shirakawa, Dave Cortese, Ken Yeager, 1z Kniss
County Exceutive: Jeffrey V. Smith
_ Page 1 of 4
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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

L]

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 (primarily negotiated) 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 immediately if
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 ERAF 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. Fora
ROPS to be valid, it must meet the requirements of section 34177(I). 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 Costs: Section 34183(a)(3) provides for the 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 34183(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 and the end of tax increment, State
law requires—where increment was formerly allocated to RDAs—that special taxes not
be placed into the RPTTF. The overall amounts placed into the RPTTF reflect this
change.

Page 2 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

° 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 RPTTF (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 arc outstanding items that .
are under discussion for potential certification by the county 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+, 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

notify us immediately if your successor agency has an insufficient funds situation as we must

forward such notice to DOF and the State Controller. ‘ o

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.
e Second, the successor agency administrative allowance is reduced.
e 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 unique 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 reqular property tax allocation in
December, those amounts determined to be due to taxing agencies for the January to June period should be
deducted from the June 1 payments due to successor agencies for the July 1, 2012, through December 31,
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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(1)(3) provides that
“Former_redevelopment agency enforceable obligation payments due, and reasongble 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.” We are therefore correcting the over-apportionunent, 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 jai.singh@fin.sccgov.org.

Sincerely yours,

Udhowmnca

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
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CITY OF

SAN JOSE Office of the City Manager

CAPITAL OF SILICON VALLEY

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 regarding the estimated June 1, 2012
distribution from the Redevelopment Property Tax Fund (“Tund”) established for the
Successor Agency to the Redevelopment Agency of the City of San Jose. Since the San
Jose dollar amounts were incomplete, we cannot comment with specificity as to the
amounts expected to be distributed to us. However we have concerns regarding several
of the concepts in your letter as to how the ABX1 26 “waterfall” will be applied.
Specifically, it appears that your proposed methodology does not take into account
existing tax increment pledges related to bond indebtedness. Furthermore, the result is
an impermissible reordering of the priority of payment of enforceable obligations of the
former Redevelopment Agency, contrary to your obligation to administer the Fund “for
the benefit of the holders of former redevelopment agency enforccable obligations”
(Health and Safety Code Section 34182 (c) (2)).

The clear and express intent of ABX1 26 is to honor these enforceable obligations with
the highest priority given to bondholders. Health and Safety Code Section 34174(a)
provides:

It is the intent of this part that pledges of revenues associated with enforceable
obligations of the former redevelopment agencies are to be honored. Itis
intended that the cessation of any redevelopment agency shall not affect cither
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 Pledpe of Tax Revenues (the “80% Pledge_;’)

The Redevelopment Agency of the City of San Jose Merged Area Redevelopment Project
Tax Allocation Bonds (“Senior TABs™) are secured by a pledge of all tax revenues
(excluding former 20% Housing Set Aside and any senior pass through payments).

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

200 East Santa Clara Street San José, CA 95113 ref (408) 535-8100 fax (408) 920-7007 www.sanjoseca.gov



This is referred to as the “80% Pledge” to dlStlH{Dl]ISh 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 service
requirements for the next 12 months have been met. At that point the Trustee transfers .
excess 80% revenues back to the Agency to pay for other enforceable obligdtions,
including, in order of priority, debt service on the Agency’s Merged Area Redevelopment
Project Revenue Bonds (“Subordinate TABs”), the ERAF Loan from CSCDA, City of
San Jose Financing Authority Revenue Bonds (4‘h and San Fernando Parking 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 increment from
the redevelopment projects areas This covenant provides secyrity to the holders of the
Senior TABs that all pledged fevenues will 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 from the former
Agency’s pledge of tax increment revenues,

This flow of funds is reflected in the Passthrough Agreement, originally entered into
between the Agency and the County in December 1993 in anticipation of the initial
issuance under the Senjor TABs Indenture, Since 1994 the County has submitted to the .
Agency 100% of tax increment. Immediately on teceipt, the Agency transteired 80% of
the tax increment to Trustee and 20% to the Low and Moderate income Housing Fund.
The Agency then paid iis statutory pass through obligations, County Property Tax
Administration Fee, subordinate debt obligations, and other contractual obligations,
including the negotiated County passthrough 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 bonds secured by the 80% Pledge, the Agency has issued debt secured
by the 20% Housing Set Aside. Although ABX1 26 has eliminated the 20% Set Aside, it
cannot 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 the 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
prov131ons 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 that would have been
allocated to the former Redevelopment Agency.



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

County deducts and makes statutory pass through payments to taxing entitjes.

County deposits the remainder into the Fund.

5. OnJune 1 and January 16 each year, County transfers the entire balance of the

Fund to the Successor Agency.

.Successor Agency transfers 100% of the 80% pledge to the Senior Bond Trustee.

7. "Successor Agency transfers the remainder to a separate Housing Obligation Fund
for the payment of obligations secuted by the former 20% Housing Fund.

8. Excess 80% Funds returned by the Senior Bond Trustee (generally at the end of
the fiscal yeaz) are transferred to other fiscal agents, to make debt sefvice
payments in priority of pledge.

9. Excess 20% Funds after all 20% obligations ate paxd are used to pay other 80%
obligations, to the extent necessary.

B w

=)

Please confirm by May 25, 2012 that you intend to comply with this agreed upon
procedure. Please also confirm that in the event 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 to
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 caléulations and assumiptions that you refer to in your May 11 letter.
Specifically:

1. County Administrative Costs. It is our understanding that you intend to
deduct approximately $137,000 from the June 1, 2012 distribution for
expenses incurred in implementing ABX1 26 through April 30, 2012.
Remaining costs will be deducted from the January 2013 distribution.

~ Please provide documentation of costs incurred to date by May 25, 2012.

2. Passthroughs. The Agency had histoiically been making statutory passthrough
payments 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 to be made pursuant to Section 33607.5(a) (2).. Please provide
documentation of your calculation of the statutory passthrough payments by
May 25, 2012, :

3. “Debt Service”. Your letter refers to a deduction from the amounts
deposited into the Fund for special taxes. It is our understanding that this
refers not necessarily to “debt service”, but to certain property tax levies that

. will amount to a deduction of approximately $7 million annually from



your duty under ABX1 26, Please explain the legal basis for this deduction
and why this is occurring now, with no warning or explanation. Furthermore,
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
¢. The tax rate. ‘ :
d. The date the levy was imposed.

4, Correction to Account for Over-Appaortionment, Your letter indicates that you
will be taking deductions from the June 1, 2012 distribution for
“overpayments” of tax increment made through 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 received by the Successor Agency on
June 1, 2012. If you propose to make such a deduction from the tax revenues
pledged to the creditors of the former-Agency, please specify the following
information:

The amount of the proposed deduction,
The legal basis for the deduction
The method of calculating the deduction
The facts substantiating the deduction.

poow

As Successor Agency, we are required to “perform obligations required pursuant to any
enforceable obligation [of the former Redevelopment Agency]” (Section 34177(c)).
Therefore, in order to avoid a breach of the covenant under the Indenture for the Senior
TABs, as well as various other obligations, we must have your assurance that the County
will follow the 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 i 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, -

City Managei7Successor Agency Executive Officer

C: Mayor and City Council
San José Oversight Board
Jeff Smith, County Executive
John Chiang, State Controller ‘
Ana Matosantos, Director, California Dept, of Fmance



Attachment C



County of Santa Clara

Finance Agency

County Government Center

70 West Hedding Street, East Wing, 2nd Floor
San Jose, Califomia 95110-1705

{408) 209-5205 FAX: (408) 287-7629

May 29, 2012

Ms. Debra Figone, City Manager : ‘
City of San José

200 E. Santa Clara St.

San José, CA 95113

Re:  San José Successor Agency Estimated Property Tax Fund Allocation
Dear Ms. Figone:

I write in response to your letter of Mdy 21, 2012, regarding the May 1, 2012, estimate of
distributions from the San José 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
SIRPTTF. 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 SIRPTTF,
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:

! For example, San José’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 ABX1 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)(1) 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 Supcrvisors: Mike Wasserman, George Shirakawa, Dave Cortese, Ken Yeager, Liz Kniss &
County Exccutive: Jeffrey V., Smith Page 1 of4 oo



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

1. County 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
- External Audit Costs 66,500.00
- Controller’s Office Admin Costs | 89,689.01 156,189.01

2. SB2557 Property Tax Admin Fee 2.386.163.29
2,542,352.30

Further administrative costs, including audit costs, will be accounted for in future RPTTF
distributions. As explamed 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 José:

Page 2 of 4



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

e 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.

e 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.

o  The Santa Clara Valley Water District State Water Project override levy is restricted 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 Burns 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% { On Total Increment

State Water Project 0.00630% | 0.00700% { On Land & Improvement Only
Santa Clara Valley Water District | o

Zone W-1 Bond 0.00010% | 0.00020% | On Land & Improvement Only

4, Qver-Apportionment

You requested information regarding over-apportionments. As explained in my May 11,
2012, letter, section 34177(/)(3) requires that “[flormer 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
sticcessor 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 José. This is because the combined costs on San José’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 José Successor
Agency from the RPTTF because, in aggregate, there was no over-apportionment to San
José in fiscal year 2011-12.

Page 3 of 4




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

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

Sincerely,

U«U,WAM

Vinod K. Sharma _
Director of Finance

Attachments: AB 1290 Passthrough Calculations
County Administration Costs

cc: Hon. John Chiang, State Controller
Ms. Ana J. Matosantos, Director, California Department of Finance
San José Oversight Board
Dr. Jeffrey V. Smith, County Executive

Page 4 of 4
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County of Santa Clara

Finance Agency

- Controller-Treasurer Department
Property Tax Divilsion

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 E Santa Clara Street, 14th Floor

San Jose, CA 95113

Subject: FY11-12 Administrative Cost for San Jose Successor Agency (Formerly San Jose RDA)

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 South 165,864.37
Los Esteros North 589,847.59
Park Center 89,507.59
Los Esteros 386,879.70
Pueblo Uno 29,820.72
Edenvale -167,292.76
Olinder 34,052.78
Julian-Stockton 81,167.64
Market Gateway 19,376.02
Century Center 25,036.43
Guadalupe-Auzerais 41,590.55
Los Esteros '79 Expansion 498,332.91
Bdenvale Bast 121,490.51
Monterey Corridor 30,498.54
Almaden Gateway 31,203.09
San Antonio Pk Plz 90 74,202,09
Total 2,386,163.29 .

The amount of $2,386,163.29 will be deducted from the RPTTF distribution to the San Jose
Successor Agency on June 1, 2012,

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

Sincerely,

Jacelyn Ma
Property Tax Manager
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Attachment D



County of Santa Clara

Finance Agency
Controller-Treasurer Department
Property Tax Division

70 West Hedding Street, East Wing
Sdn Jose, California 95110-1705
(408) 299-2541 FAX 298-7452

Attachment A

Part A
Total
Property Tax revenue advances {for Jan 1, 2012 thru Jun 30, 2012 ROPS) . S 87,661,839.00
Less: Max. RPTTF Obligation approved by DOF for Jan to Jun 2012 (46,954,862.00)
Less: Re-Certified 1st ROPS SA Admin Cost 5/18/12 {1,362,577.00)
Balance after 1st ROPS 39,344,400.00
Credit applied to certified 2nd ROPS ) (39,344,400.00)

Credit applied to certified 2nd ROPS SA Admin cost

Balance owed by the SA after June 1 distribution ) S

Part B
Deposit: Property Tnx from nll sources into the RPTTF (for Jul 1, 2012 thru Dec 31, 2012 ROPS)
Less: County Auditor's admin costs
Less: SB 2557 Ptax Adnin Fee
Net Available for Distribution under H&S 34183
Allocntion of Moneys in RPTTFE
Priarity 1 - Pnss-throngh Pnyments (See Below)

Totnl Amount nvnilable to distribute to Successor Agency to pny ROPS obligntions

Priority 2 - Recognized Pnyment Obligntions - Mnx, RPTTF Obligations Approved by DOF for Jul to Dec 2012
Credit from overpnid npportionments in the 1st hatf yenr

1nsufficient Fund Balance for ROPS

Priarity 3 - Snccessor Agency Admin Costs (inin 0f3% allac to RPTTF or $250k) - Re-certified 2nd ROPS 5/23/12

Priority 4 - SCO 1nvaices for Audit & Oversight - if any

$  82,503,286.94

(156,189.01)
(2,386,163.29) (2,542,352.30)
80,360,934.64
(18,579,360.37)
61,781,574.27
(128,675,492.00)
39,344,400.00 (85,331,092.00)

Eliminated under 34183 (b)



Priority 1 - Pass-through Payments

Contractual Pass-

FY 2011-12 AB1290

June 1, 2012 Pass-through Payments Allocation Per Pertinent

Account No. thru FY 2010-11 AB1290 PT| PT as 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 - - - -
Milpitas 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 498,195.97 469,896.90 968,092.87 968,092.87
Santa Clara Unif 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
West Valley College 14004 4,494,69 42,677.52 47,172.21 47,172.21
Gavilan Comm College 14005 - - - -
San Jose Comm College 14006 291,878.96 206,546.52 498,425.48 498,425.48
County Schoal Server 17035 145,993.21 112,355.68 258,348.89 258,348.89
Central Fire 23018 82.52 011 82.63 82.63
SCVWD Central 27001 - - - -
SCVWD East 27002 - - - -
SCVWD General 27010 - - - -
Bay Area Air Quality Mgmt 38001 8,371.86 6,769.42 15,141.28 15,141.28
Guadalupe-Coyote Res Cons Dist 61005 392.69 183.12 575.81 575.81
5} Maintenance Dist 1 71061 - - - .
5C-Bridge Dist 1 73111 - - - -
SCVYWD St Water Project 77001 - - - -
5CVWD Zone W-4 77021 - - - -
Passthrough reserve for ERAF payment (pending for LA Unified case metho 01477 101,634.81 101,634.81 101,634.81

15,719,157.00 1,505,622.24 1,354,581.13 15,719,157.00 2,860,203.37 18,579,360.37

Please contact Jai Singh (408) 299-5251 or Kenneth Kan at (408) 299-5256 of the Property Tax Apportionment Division if you have any questions.
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SAN JOSE | Office of the City Attorney

CAPITAL OF SILICON VALLEY

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, | 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-Confroller 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
W|thheld approximately $20 million in former tax increment from the San Jose Trust
Fund. If this action is allowed to stand there will 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 -
Housmg 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 entities that 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 the 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 Obllgatlon and

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

2.A 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 subordination 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, these levies 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-Controller is 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, apprOX|mater 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
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pledged 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 Audltor—ControIler has apparently dlsregarded
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 thase 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,

.»""’M
k“/; \fuité—"Q

.y

City Attor, ey

PAD/man
Enc.

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

869255
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SAN JOSE Office of the City Attorney

CAPITAL OF SILICON VALLEY : RICHARD DOYLE, CITY ATTORNEY

June 8, 2012

John Chiang

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

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

Dear Controller Chiang:

| 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. |
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 ControHer s staff for the last several
months to provide this data, we do not dispute the figures’, 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
-viclation 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, 16 Floor Tower, San José, CA 95113-1905 fef (408) 535-1900 fax (408) 998-3131
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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 that you specifically review the
following two aotlons 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 possible, We are available to meet by phone or in person at your
convenience to answer any guestions you may have about these issues.

//ery~trul yours,
'y

City Attorney

cc: Mayor Chuck Reed and San Jose City Councit
Debra Figone, City Manager/Successor Agency Executive Officer
Vinod Sharma, Santa Clara County Auditor-Controiler
Miguei Marquez, County Counsel
Jeff Smith, County Executive

8715631
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OrrICE OF THE COUNTY COUNSEL Miguel Marquez

COUNTY OF SANTA CLARA COUNTY COUNSEL
70 West Hedding Street, 9" Floor Winifred Botha
San Jose, California 951101770 Orr).' P. Korb
(408) 299-5900 Lori E. Pegg

(408) 292-7240 (FAX) ASSISTANT COUNTY COUNSEL

June 5, 2012

VIA E-MAIL & U.S. MAIL

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

Re:  Distribution of Tax Revenues from the San José Redevelopment Property
Tax Trust Fund

Dear Hon, Chiang:

I write in response to a letter from the San José City Attorney dated June 4, 2012,
regatding purported “action” taken on June 1, 2012, by the Santa Clara County Auditor-
Controller related to the San José Redevelopment Property Tax Trust Fund (RPTTF).

There is no action to review at this time and San José’s letter is premature. As expressly
noted in an e-mail to the City of San José on June 1, 2012, no distributions have been made from
the San José RPTTF becauss, 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 José’s failure to respond to the
Auditor-Controller regarding your office’s specific requests for additional information to
determine the sufficiency of funds under section 34183(b). (See Attachment B.)

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

First, San José takes issue with the clear requirement of section 34183(a)(1) to pay
passtbroughs 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
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prioritization and payment of passthrough 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.”! If and when the 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 José expresses concern regarding the allocation of certain special taxes. As
you may know, under Proposition 218 and state law, special taxes must be used for the purposes
for which they are levied.” After a comprehensive 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.® These taxes are levied to meet specific indebtedness obligations and it is
unlawful for any portion of those monies to be used for any other purpose, including meeting
redevelopment obligations. Bond covenants cannot mandate that San José receive monies in
violation of the law.

Finally, San José asserts that it would have insufficient funds to meet certain bonded debt
obligations without additional money from the RPTTE, However, we are unable to fully 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
the insufficiency of funds repott, there can be no distribution from the RPTTE. Moreaver, 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 chart which is based on the
DOF-approved ROPS for San José, (See Attachment C.)

/I
I
4
"

! The County has a pre-1994 passthrough agreement with San José pursuant to section 33401, The specific
statutory 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 passthrough
agreements from the types of passthrough payments that would be subordinated in reverse waterfall situations.

2 See CAL, CONST, art. XIII C, §§ 1-2; Cal. Gov’t Code § 53724(c).

* These levies included the Santa Clara Valley Water District State Water Project, the Santa Clara Valley Water
Distriet Zone I 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 Controtler’s efforts in the implementation of ABX1 26.

Very truly yours,

MIGUEL MARQUEZ
County Counsel

: . sy

muz"‘.ﬁ"”"“‘\

~JAMES R, WILLIAMS
Deputy County Counsel

JRWjrw

Attachments: A — June 1, 2012, e-nail to San José Finance Staff
B — E-mails to San José Staff regarding State Controller request
C — San José Cash Flow Analysis Based on Approved ROPS

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

591776




Attachment A

Singla, Jai

From; Singh, Jai

Sent: Friday, June 01, 2012 4:08 PM

To: abe.andrade@sanjoseca.gov

Co: Kelt, Richard <Richard. Keit@sanjoseca.gov> (Richard. Kelt@sanjoseca.gov), Andrews, Arn
(Arn.Andrews@sanjoseca.gov); Lul, Irene (Irene.Lul@fin.sccgov.org);
Vinod.Sharma@fin.scegov.org; Kan, Kenneth

Subject; Updated Amounts in RPTTF as of June 1, 2012

Attachments: June 1 8J.pdf

Abe,

This Is to notify you that we are holding the June 1 distribution funds shown in the attached
workshest in the RPTTF pending resolutlon by the SCO. As soon as we recelve 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.

vk Singh

Jai Singh, CPA, MPA
Controller -Treasurer Division Manager
Phone: 408-298-5251 :

Fax: 408-298-7462

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

NOTICE: This omall message and/or lts attachments may contain information that Is confidential or restricted. it Is
intended only for the Individuals named as reciplents in the message. If you are NOT an authorlzed reciplent, you
are prohibited from using, delivering, distributing, printing, copying, or disclosing the message or conlent to others
and must delete the message from your computer. If you have recelved this message in error, please notify the
sender by return emall, ‘
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Singh, Jai

From: Keit, Richard <Richard Kelt@sanjoseca.gov>

Senf: Friday, May 25, 2012 9:38 AM

To: 8ingh, Jal

Co: Andrade, Abe; Andrews, Arm; Lul, Irene; Sharma, Vinod; Kan, Kenneth
Subject: RE:! San Jose Successor's claim of insufficlency

Jal

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 lrene?

Richatd Keit, Managing Director

Successor Agency to

The Redevelopment Agency of the City of San Jose
200 E. Santa Clara St. 14¢h Floor

San Jose, CA 95113

(408) 795-1849

www.sitedevelopment.org

From: Singh, Jal [mallto:Jal.Singh@fin.sccgov.org]

Sent: Thursday, May 24, 2012 5:34 PM

To: Keit, Richard

Cc: Andrade, Abe; Andrews, Arn; Lui, Irene; Sharma, Vinod; Kan, Kenneth
Subject: FW: San Jose Successor's clalm of insufficiency

Héllo Richard,

We have forwarded the insufficient fuhds Information to the State Controller’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-mall 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 supporting 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 insufficlent funds from the City General Fund.

Beginning Balances:

1) Cash on hand as of July 1, 2011 ( combined 80% and 20%) — (This can he 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 1, 2011 such as LAIF or short term investments (Please provide
supporting documents)

Cash Infiows:

4) Properly tax advences received from County from July 1, 2011 up to Jan. 31, 2012 (We can
verify the Information fo our records) ‘
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8) All other cash inflows such as rental income, interest income efe. from July 1, 2011 to date
(Please provide supporting documents such as financial statements to date)

8) Property taxes expeoted from the County as of June 1 ( 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, 2011 to December 2011 (Please provide
supporting documents) ‘

8) Obligations due for the 1st ROPS (We can verify to the cetlified ROPS)

9) Obligations due for the 2nd ROPS (We can verify to the cerfifled ROPS)

10) Advances to the fiscal agent (Please provide supporting documents)

Ending Balances:

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

i Singh

Jai Singh, CPA, MPA '
Controller ~Treasurer Division Manager :
Phone: 408-299-5251
Fax:  408-298-7452

e

If not 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 the individuats named as reciplents In the message. If you are NOT an authorized recipient, you are
prohibited from using, delivering, distributing, printing, copylng, 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 natify the sender by return
email. ’

From: SATaylor@sco.ca.gov [mallto:SATaylor@sco.ca.gov]
Sent: Thursday, May 24, 2012 4:03 PM

To! Kan, Kenneth

Subjact: San Jose Successor's claim of Insufficlency

Dear Mr, Kan:

The State Controller’s Office has received your emall dated May 11, 2012, regarding the insufficlent
funds of City of San Jose Successor Agency. In such circumstances, Health and Safety Code

section 34183(b) states, “The county auditor-controller shall verify whether the successor agency
wiil have sufficient funds from which to service debts according to the Recognized Obligations
Payment Schedule and shall report the findings to the Controller.”

2
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Jal Singh, CPA, MPA
Controffer ~Treasurer Division Manager
Phone: 408-299-65261

Fax: 408-298-7452

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

NOTICE: This emall message and/or lis attachments may contain informatlon that Is confidentiel or restrivted. It is
intended only for the Individuals named as reclpients in the message. If you are NOT an authorized recipient, you are
prohiblted from using, dellvering, distributing, printing, copying, or disclosing the message or content to others and must
delste the message from your computer. If you have received this message in error, please notlly the sender by return
emall.

From: SATaylor@sco.ca.gov [mailto:SATaylor@sco.ca.gov]
Sent: Thursday, May 24, 2012 4:03 PM

To: Kan, Kenneth

Subject: San Jose Successor's clalm of Insufficlency

Dear Mr. Kan:

The State Contraller’s Office has received your email dated May 11, 2012, regarding the Insufficlent
funds of Clty of San Jose Successor Agency. In such cirgumstances, Health and Safety Code
section 34183(b) states, “The county auditor-controllet shall verify whether the successor agency
will have sufficlent funds from which to service debts according to the Recognized Obligatlons
Payment Schedule and shall report the findings to the Controller.”

There Is no prescribed format far your report at this time; a cover letter clearly stating whether
there are or are not sufficlent 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 deposlts, 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 Offlce 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 Offlce; please let us let us know if we can be
of further assistance.

RDA-SDSubport@sco.ca.gov
(916) 327-1017
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Singh, Jai

From: Kelt, Richard <Richard.Kelt@san]oseca.gov>
Sant: Wednesday, May 30, 2012 6:23 PM

To: Singh, Jal

Ce: Andrade, Abe

Subject: RE: San Jose Stccessor's claim of insufficiency

Thanks Jai for copying me. [ think we should have this wrappéd up tomorrow.

Richard Keit, Managing Ditector

Successor Agency to .

The Redevelopment Agency of the Clty of 8an Jose
200 E. Santa Clata St. 14th Floor

8an Jose, CA 95113

(408) 795-1849

wivw.siredevelopment.otg

Erom: Singh, Jal [mallto:Jal.Singh@fin.sccgov.org]

Sent: Wednesday, May 30, 2012 5117 PM

To: SATaylor@sco.ca.gov; RDA-SDSupport@sco.ca,gov

Cc: Sharma, Vinod; Lul, Irene; Kan, Kenneth; Kelt, Richard; Andrade, Abe
Subject: FW: San Jose Successor's clalm of insufficiency

Hello Mr. Taylot,

We have.requested the below noted Information from San Jose Successor Agency (SJSA) to verify
the Insufficlent funds that SJSA has reported 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 1, 2012 distribution for SISA until your offlce concurs with our findings. As soon as your office
concurs with our findings, we will distribute the funds based upon H&S Gode section 34183 (b).

i Sl

Jai Singh, CPA, MPA
Controller -Treasurer Division Manager
Phone: 408-299-5251

Fax: 408-298-7452

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

NOTICE: This email message and/or lts attachments may contain Information that is confidential or restricted. It Is
intended only for the individuals named as reciplents In the message. If you are NOT an authorized reciplent, you are
prohibited from using, delivering, distributing, ptinting, copying, or disclosing the message or content to others and must
delete the message from your compuler. If you have recelved this message in error, please notify the sender by return
emall.

From: Singh, Jal

Sent: Thursday, May 24, 2012 5:34 PM

To: Kelt, Richard <Richard Keilt@sanjoseca.gov> (Richard,Kelt@sanjoseca.gov)
1
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Cc; abe.andrade@sanjoseca.gov; Andrews, Arn (Arn.Andrews@sanjoseca.gov); Lul, Itene (Irene.Lul@fin.sccgov.org);
Vinod.Sharma@fin.scegov.org; Kan, Kenneth
Suhject: FW: San Jose Successor's claim of insufficlency

Hello Richard,

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

We will appreclate your assistance to make sure that we comply with the request of the SCO. |t
appears that SCO would like to have the supporting documents along with the insufficlent fund
report, To ensure that SCO does not put ten day hold on the disbursement process , please provide
the following Information with the supporiing documents as well 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 stpporting documents)

3) Liquid Investments as of July 1, 2011 such as LAIF or short term investiments (Please provide
suppotting documents)

Cash Inflows: : ‘

4) Propety tax advances received from County from July 1, 2011 up to Jan, 31, 2012 ( We can
verify the information to our records)

5) All other cash inflows such as rental income, interest income etc. from July 1, 2011 to date
(Please provide supporting documents such as financlal statements to date)

6) Properly taxes expected from the County as of June 1 ( We can verify it to the May 1 estimate
that we have provided you)

Cash outffows:

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

8) Obligatlons due for the 1st ROPS (We can verify to the cetliffed ROPS)

9) Obligations due for the 2nd ROPS (We can verify fo the certified ROPS)

10)Advances to the fiscal agent (Please provide supporting documents)

Ending Balances:
11)Cash on hand (combined 80% and 20%)

12) Cash with fiscal agent
13) Liquid investments

ei Singh
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There Is no prescribed format for your repott at this time; a cover letter clearly stating whether
there are or are not sufflcient 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 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 review, which would place a ten-day hold
oh disbursement actlons,

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-SDSupport@sco.ca.gov
(916) 327-1017



Attachment B — page 7 of 8

Singh, Jai

From: Kelt, Richard <Rlichard.Keit@sanjoseca.gov>

Sent: Friday, June 01, 2012 6:51 PM

Tos Singh, Jal , .

GCe: Lui, Irene; Sharma, Vinod; Andrews, Arn; Andrade, Abe ,

Subject: RE: Insufficlent Funds Responsibllities for Counties and Successor Agencies
Jal

Thanks, | did receive and | thought we would wrap this up today but Abe had a funeral, |see no reason that we
wlill not be finlshed on Monday. Have a good week-snd. And go home it is late.

Richard Keit, Managing Director

Successor Agency to

The Redevelopment Agency of the City of San Jose
200 E. Santa Clara 8t, 14th Floor

San Jose, CA 95113

(408) 795.1849

www,sjtedevelopment.org

From: Singh, Jai [mallto:Jal.Singh@fln.sccgov.org)

Sent: Friday, June 01, 2012 6:47 PM

To: Kelt, Richard

Cc: Lul, Irene; Sharma, Vinod; Andrews, Arn; Andrade, Abe

Subject: FW: Insufficient Funds Responsibliities for Countles and Successor Agencies

Hello Richard,

I hope you have received the latest release of information from SCO regarding “SCO RDA
insufficlency guidance” as it Is addressed to both successor agency officials and the Gounty auditor-
controllers, We would llke to resolve this matter as soon as possible. Please provide the Information
we have requested in May 24 e-mail so that we can verify the information and resolve this matter-
quickly. , :

vl Simgh

Jai Singh, CPA, MPA
Controller ~Treasurer Division Manager
Phone: 408-299-5261

Fax: 408-298-7452

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

NOTICE: This emall message and/or lts attachments may contaln information that is confidential or restricted. Itis
intended only for the Individuals named as reciplents In the message. If you are NOT an authorized recipient, you are
prohiblied from using, delivering, distributing, printing, 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 notily the sender by return
emall.

From: LBryant@sco.ca.gav [mallto:LBryant@sco.ca.gov]
Sent: Friday, June 01, 2012 4:45 PM
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To: pat.oconneli@acgov.org; mmclelland@alpinecountyca,com; jlowe@co.amador.ca.us; dhouser@buttecounty.net;
ccauditor@co.calaveras.ca.us; pscroggins@countyofcolusa.org; bob.campbell@ac.cccounty.us; cschaad@dnco.org;
Joeharn@co.el-dorada,ca.us; verow@co.fresno.ca.us; trozmaryn@countyofglenn.net; imellett@co.humboldt.ca,us;
dougnewland@imperfalcounty.net; Ichapman@Iinyocounty.us; barnetta@co.kern.ca.us; Doll,Osteen@co.kings.ca.us;
pam_c@co.lake.ca.us; kfouch@co.lassen.ca.us; wwatanabe@auditor.lacounty.gov; janet.kroeger@madera-county.com;
rgiven@co.matrin.ca.us; wdavis@mariposacounty.org; fordm@co.mendocino.ca.us; lcardella-presto@co.merced.ca.us;
darcylocken@co.modoc.ca.us; bmulr@mono.ca.gov; millerm@co.monterey.ca.us; tschulze@co.napa.ca.us;
marcia.salter@co.nevada.ca.us; david.sundstrom@ocgov.com; kmartini@placer.ca.gov;
smontgomety@countyofplumas.com; pangulo@co.riverside.ca,us; valverdej@saccounty.net; jgonzalez@auditor.co.san-
benito.ca.us; larrywalker@acr.sheounty.gov; tracy.sandoval@sdcounty.ca.gov; ben rosenfield@sfgov.org;
avanhouten@sjgov.org; gsibbach@co.slo.ca,us; thuening@co.sanmateo.ca,us; geis@co.santa-barbara,ca,us; Sharma,
Vinod; matyjo.walker@co.santa-cruz.ca.us; cregnell@co.shasta,ca,us; auditorrisk@sierracounty,ws;
jebejer@co.siskiyou.ca.us; spadilla@solanocounty.com; ddunk@sonoma-county.org; kielnl@stancounty.cam;
rstark@co.sutter.ca.us; landerson@tehama.net; mhorn@trinitycounty.org; rwoodard@co.tulare.ca.us;
drussell@co.tuolumne.ca.us; christine.cohen@ventura.org; hnewens@yolocounty.org; dsellers@co.yuba.ca.us
Subject: Insufficlent Funds Responsibllities for Counties and Successor Agencies

Dear County Auditor-Controller,

Attached please find guidance prepared by our office to help you and the successor agencies fulfill your property tax
distribution dutles under Health and Safety Code Sectlon 34183, Including instances of insufficiency. Please distribute
this to your successor agencies and any of your staff that you feel would henefit, such as property tax personnel. If you
have any questions, please feel free to contact us at RDA-SDsupport@sco.ca.gov or (916) 327-1017,

Regards,

State Controller's Office
. 3301 C Street, Suite 740
- Sacramento, CA 95816
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CITY OF 3

SM%]EOSE Chuck Reed

CAPITAL OF SILICON VALLEY MAYOR

June 1,2012

Board of Supervisors, County of Santa Clara
George Shirakawa, President

70 West Hedding Street

San Jose, CA 95110

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

Dear George:

As we discussed on the phone, I am 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 ABX1 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 i 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 East Santa Clara Street, 18th Hoor, San José, CA 95113 el (408) 535-4800 fax (408) "‘J . 6 !’i,i WS IIAYOL O
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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 1% 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 leapfrog in priority over bondholders.

The County’s stated intention to make unsubstantiated deductions from 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
irreparably threatens 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 amount of revenues that have been pledged
to bondholders, and are due and payable on August 1, 2012,

Making 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 due, Any
deductions by the County will constitute such a material event and, as JPMorgan has
demonstrated, we fully expect that others will take action in order to protect their rights.

Sincerely,

Clucke Esal

Chuck Reed
Mayor
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Chuck Reed
MAYOR

June 8, 2012

George M. Shirakawa, President

Board of Supervisors

County of Santa Clara

County Government Building, East Wing
70 West Hedding Street, 10™ Floor

San Jose, California 95110

~ Re: Distribution of Tax Revenues to San Jose Successor Agency Breach of Bond Covenants
Dear George:

I am in receipt of your letter dated June 5, 2012, and we also expect city and county staff to
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 geta
speedy resolution of our disagreements about the legal meaning of ABX1 26 and the city/county
contract. :

T 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 Redevelo‘?ment Agency. These debts are
limited to the Convention Center Lease Revenue Bonds, the 4™ Street 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 County Passthrough payment was not a debt that had to be
paid. The former 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 particular 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.

o e A A A L s e e e A DA AL
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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 revenues 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,
including 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 damages, which would flow from the county’s actions, which
we view as a breach of the city/county contract.

Again, a speedy resolution of our 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 report. While we do not agree with interpretations of the law
which form the basis of the calculations provided in that report, we are relieved that the issues
are now moving forward for the State Controller’s review.

C ot RaS)

Chuck Reed
Mayor

C: Board of Supervisors
San José 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 95110

TEL: (408) 299-5020 FAX: (408) 295-8642

george.shirakawa@bos,sccgov.org « www.supervisorshirakawa.org

June 5, 2012

SENT VIA EMAIL AND U.S, MAIL

Chuck Reed, Mayor

City of San José

200 E. Santa Clara St., 18" Floor
San José, CA 95113

Re:  Distribution of Tax Revenues to San José 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 propeity taxes to the City of San José as Successor Agency to the
San José 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 respousibilities 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 José Redevelopment Agency
insolvent even priot to the enactment of ABX126. The County is well aware of this because the
San José 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, Itis
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, Nevertlieless, 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
mutually beneficial solutions, consistent with the legal requirements of ABX1 26.

Sincerely yours, %
A

George M. Shirakawa, President
Board of Supervisors

c: Board of Supervisors
San José City Councilmembers
Debra Figone, City Manager
Rick Doyle, City Attoreny
Jeffrey V., Smith, County Executive
Miguel Marquez, County Counsel
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JOHN CHIANG
Talifornia State Qontroller
Division of Accounting and Reporting

June 6, 2012

Vinod Sharma

Santa Clara County Director of Finance

70 West Hedding Street, East Wing 2™ 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 Reporting
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 of Santa Clara
Finance Agency

County Government Center.

70 West Hedding Streel, Easl wing, 2nd Floor
San Jose, California 951 10-1705

(408) 299-5205 FAX: (408) 287-7620

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

Sae1a1nento, CA 94250

Re: Reviewof Dlsulbutlons from San José Redevelopment Property Tax Trust Fund

Dear Mr. Lolas:

I am responding to your June 6, 2012 letter requesting review of property 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 former redevelopment agencies (“RDAs”) in Santa Clara County.
On June 1, my office made distributions from the 1edevelopment property tax trust funds
4 (“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 1dent1fy1ng all RPTTEF
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 José RDA Successor Agency because that
successor agency has reported that there is an insufficient funds situation pursuant to
section 34183(b). My office notified the State Controller’s Office of this situation on
May 11, 2012, and requested supportmg documentation from San José. 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 José provided the requested information to my staff on June 6
and 7. We have been working dlhgently to review the information and have had several
discussions with San José staff in an attempt to reconcile what appear to be ever-

. changing numbers.

' All further section references are to the Health and Safety Code unless otherwise indicated.

Bpard of supervisors: Mike Wasserman, George Shirakawa, Dave Cortese, Ken Yeager, Liz Kniss &
county Exccutive: Jeffrey V. Smith
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Review of Distributions from San José Redevelopment Property Tax Trust Fund
June 7, 2012
Page 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 José RPTTF is on hold pending verification of the insufficient
funds situation by my office and the State Controller’s Office pursuant to section
34183(b). Nevertheless, the preliminary calculations for 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 | to December 31, 2012 ROPS period.? The
analysis also shows that there will be sufficient funds to service bond debt, with the
possible exception of the Convention Center and 4™ Street Garage bonds. Howcver,
these bonds are also secured by the City’s general fund; therefore, it is highly unlikely
that there would be any default on these City-backed subordinate bonds. The cashflow
analysis is in Exhibit 5.’

Sincerely,

! A
Vinod K. Sharma

Director of Finance
County of Santa Clara
San Jose, California

% 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 José successor agency: $10.2 million in cash transferred from the
former 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 José was including in projected cashflows for fiscal
year 2012/13. (See Exhibit 4 for documentation regarding these two items.) It also includes $1.2 million in
City successor agency adiminisirative 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 forward it with supporting documentation to
the State Controller no later than Monday, June 11.
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Caumy of Santa Clara

Finance Agency

Gounty Government Center

70 West Hedding street, East Wingt 2nd Floor
San Jose, California 51 10-1703

{(408) 2005205 PAX: (408) 2877620

May 11, 2012
Re:  May 1 Estimate of Distributions from Redevelopment Propetty Tax Trust Funds
Dear Successor Agency Finance Directors and Finarice Directors of Affected Taxing Entities:

Please find attached the May 1, 2012, estimate of distributions from the Redevelopment
Property Tax Trust Punds (RPTTFs) 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 RPTTF for each
former redevelopment agency. The distribution will occur on-June 1, 2012, and in accordance
with the “waterfall” as provided in section 34183, These 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 numiber of itéms 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
RPTTFs twice annually (every January 16 and June 1) as follows:

o 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, RPTTE 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 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 of Supervisors: Mike Wasserman, George Shirakawa. Dave Corteso, Ken Yeager, Liz Kniss
County Bxecutive: Joffrey V. Smith
’ : Page 1 0f 4
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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

o Pasgsthroughs: 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 refated to those passthroughs (primarily negotiated) 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 immediately if
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
apptopriate adjustments at the next distribution on January 16, 2013, to account for any
findings. :

In addition, please noté that we will be creating a reserve o account for adjustiments 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 ERAF 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.

o 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, Fora
ROPS to be valid, it must meet the requirements of section 34177(}). 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,

o Administrative Costs: Section 34183(a)(3) provides for the 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.

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

o 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 RPTTF. The overall amounts placed into the RPTTF reflect this

change.

Page 2 of 4



Letter to Successor Agency Finance Directors and Finance Directors of Affected Taxing Entities
Re: May | 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 RPTTF (e.g., to account for
uneven debt payments that cannot be satisfied with the semi-anmual distributions).
Such amourits will be held in trust and not disttibuted as residual.

In addition, there are certain successor agencies where there are outstanding items that
are under discussion for potential certification by the county auditor-contrller 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, where applicable, we should have received from each successor agency notification
as to whether there will be insufficient funds—from all sources, including RPTTE, assets, and
other revenues—to meet all obligation payments due in the next ROPS period. Please formally
nolify us immediately if your successor agericy hag an insufficient funds situdtion as we niast
forward such notice to DOF and the State Controller. S o4

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

o First, residual is reduced.
° Second, the successor agency administrative allowance is reduced.
o 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 unique 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 reqular property tax allocation in
Decemnber, those amounts determined tq be due fo taxing agencies for the January to June period should be
deducted from the June 1 payments due to successor agencies for the July 1, 2012, through Decermber 31,

Page 3 of 4



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

2012 period.” We have followed this prdcedure 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(1)(3) provides that
“Former_redevelopment agency enforceable obligation payments. due, and_reasonable or necessury
adntinistrative casts 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.” 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 jal.singh@fin.sccgov.org.

Sincerely yours,

Ubhsase

Vinod K. Sharma
Director of Finance

c Hon. John Chiang, State Controller
Ms. Ana ], Matosantos, Director, California Department of Finance
Successor Agency Executive Officers
Oversight Board Members
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County of Santa Clarn

Finange Agenoy
Controller-Treasurer Department
Property Tax Division

70 West Hedding Street, East Wing
San Jose, Californta 95110-1705
(408) 209-2541 FAX 2987452

Notico of June st 2012 Distribution
Redevelopment Property Tax Trust Fund (RP'TTF)

May 31, 2012

Jesse Takabashi, Finance Director
City of Canmpbell Successor Ageney
70 North First Street

Campbell, Califomia, 95008

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

Please see below the detalls of the June 1, 2012 Distribution,

Part A

Property Tax revenue advances {for Jan 1, 2012 thru Jun 30, 2012 ROPS)

Less: Max. RPYTF Obiigation approved by DOF for Jan to Jun 2012 {excluded Pass-thru}
Less: Re-Cerfified 1st ROPS SA Admin Cost 4/16/12°

Balance after 15t ROPS

Credit applied te certified 2nd ROPS
Credit applied to certified 2nd ROPS A Adrin cost

Balance owed by the SA after lune 1 distclbution

Note:

Pursuant to H&S code section 34177 (1) (3), please return the excess amount
immediately to the RFTTF, [f£the amount Is not retumed within next 30 days,
the Connty will start charging interest on the balance due vsing County's
commingled pool investnent rate of retum,

Part B

Deposit: Property Tax from all sources into the RFTTF (for Jul 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

$

Total
3,392,571.81
{728,030.00}

(125,000.00)

2,538,541.81

{1,325,038.00)
{125,000.00)

1,088,503.81

$ 3,223,445.84
(51,086.41)
(87,381.88) (138,468.29)

3,084,977.55



Alocatian nf Mongoys in RETTE
Priovity 1 - Pass-through Payments (Sec Below)

Prinrlty 2 - Recognized Paymont Obligntions ~

Max. RPTYT Obligatlons Approved by DOF for Jul to Dec 2012

Credit from overpaid apportionments in the Ist half year

Prioviy 3 - Successor Agency Admin Costs (miln of 3% nlloc to RPTTF or $250K) -

Re-Certified 2nd ROPS 5/16/12

Credit from overpald apportionments in the 1st half year

Priority 4 - §CO Invoices for Audit & Oversight - If any

Reserve for liems certified by the connty audifor controller but denied by DOF (sce Noto)

Residual Balance (See distribution in Part C)

Note:

(2,965,521,88)

(1,325,038.00)

1,325,038.00 -

PRRPRNSINL YLl hi o4

(125,000.00)

125,000.00 .

JURSRIVININELL. LEL A4 LA A

(9.986.00)

$ 109,469.67

This resesve will be held up until June 30, 2012 to resolve the differences between DOF, auditor controller and the SA,
If the Issues are not resolved by June 39, 2012 tho smount will be distributed to the taxing entlties.

Priority 1 - Pass-through Payments

~JiEne T, ZUTZ PAss-Rrough Payients Ajocaton Per Petinent
Account Ne, Code 34183 (@)(1)
1290 Statutory 2% Inflation Negotiated Total
Santa Clara County 00010 $ 1,666,13276 18 1,666,132.76
Santa Clara County Library 00090 284,157.76 284,157.76
Campbell 00901 $ 38,27738 38,277.38
Camnbtian Elementary 10170 123,319.14 123,319.14
Campbell Union Elementary 10190 - -
Campbell Union High 12010 413,815.84 413,81584
West Valley-Mission Community College 14004 197,635,00 197,635.00
County Sehoot Service 17035 119,407,10 119,407,10
Samta Clara Valley Water Distriot 27010 129,536.54 29,536.54
Bay Area Air Quality Management Distriot 38001 657.96 - 657.96
Campbell Municipal Lighting District 71051 92,582,440 92,582.40
65796 § . 28,27738 § 2‘&926,586.54 $  2,965,521.88
Prrt ¢
From Part At From Part B:
Distributian wilt
be made once the
funds arc Distribution of
returncd by RPTTE Residuni
Successor amount on
Ageney Jun 12012
Santa Clara County 148,771.71 $ 14,961,381
Santa Clara County Library 27,925.15 2,808,940
Campbell 110,198.52 11,082.55
Cambrian Elementary 56,886,88 5,721,058
Campbell Union Elementary 216,013,834 21,724,28
Campbell Union High 191,647.65 19,273.80
West Valley-Mission Comnwumity College 91,529,32 9,205.01
County School Service 39,820.86 4,004.74
Santa Clara Valley Water District Central Zone $1,779.32 1,184.63
Santa Clarn Vnlley Water Distriet North 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
Campbel} Municipal Lighting Distriet 13,769.17 1,384.75
Santa Clara County hnporiation Water-Mise District 5,354.22 53847
Santa Clara Valley Water District West Zone 4 1,380,07 138.79
ERAF K«12 145,166,33 14,599,22
ERAF Collega 24,175.39 243129
’ Total 1,088,503.8} $ 1095469.67

Pleasc contact Jai Singh (408) 285-525 1 or Kenneth Kan at (408) 299-5256 of the Property Tax Apportionment Divislon if you have any questions.

¢.¢, Taxing entitics




County of Santa Clara

Finance Agency
Controlier-Treasurer Depariment
Property Tax Divislon

70 West Hedding Street, East Wing
$an Jose, California 96110-1705
(408) 299-2641 FAX 298-7462

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

June 1, 2012

David Woo, Finance Director

City of Cupertino Successor Agency
10300 Torre Avenue

Cupertino, California 95014

Re: Redevelopment Property Tax Trust Fund (RPTTF) June 1, 2012 Distribution
Please see below the details of the June 1, 2012 Distribution,

Part A
Tota
Property Tax revenue advances (for Jan 1, 2012 thru fun 30, 2012 ROPS}- $ 171,440.61
Lass: Certifled 1st ROPS 4/5/12 .
Less: Certified 1st ROPS SA Admin Cost 4/5/12 (125,000.00)
Balance after 15t ROPS 46,440,631

Credit applied to certified 2nd ROPS N
Credit applied to certified 2nd ROPS 8A Admin cost -

Balance owed by the SA after June 1 distributlon $ 46,440.61

Note:
Parsuant to H&S code section 34177 (1) (3), please return the excess amoutit immediately to the RPTTT.
if the amonnt is not retumed within next 30 days, the County will start eharging interest
on the balance due using County's commigled poel investment
Part B.

Deposits Properiy Tax from all sources Into the RPTTF (for Jut 1, 2012 thru Dee 31, 2012 ROPS) 5 (144,880.77)
Less: Connty Auditor's adimin costs : (41,944.97)

Less: 8B 2357 Pax Admin Fee (11,519.16) (33,4641
Net Available for Distribution under H&S 34183 (198,344.90)

Allacation of Monceys in RPTTF
Prlority 1 - Pass-through Pnyments -

Priority 2 ~ Recognized Payment Obligations - Certified 2ud ROPS 5/21/12 -

Prlority 3 - Successor Ageney Admin Costs (min of 3% alloe to RPTTF or $250k) »
- Certified 2nd ROPS §/21/12

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

J—
RPTTF Deficit §  (198,344.90)

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



County of Santa Clara

Finance Agency
Controller-Treasurer Department
Property Tax Division

70 West Hedding Slreet, East Wing
San Jose, California 96110-1708
(408) 299-2641 FAX 288-7452

Notice of June 15t 2012 Distribution
Redevelopment Property Tax Trust Fund (RPTTF)

June ), 2082

Steve Conway, Director of Financs
Town of Los Gatos Successor Agency
P,O, Box 949

Los Gatos, California 95031.0949

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

Plense sce below the details of the June 1, 2012 Distribution,

Parl A
) Tota|
Property Tax revenue advances {for Jan 4, 2012 thsu Jun 30, 2012 ROPS) S 4,186,567.37
Less; Max. RPTTF Obfigation approved by DOF for Jan to Jun 2012 (excluded Pass-thru} (1,443,516,00}
Less: Re-Certified 1st ROPS SA Admin Cost 5/14/12 {125,000.00}
Balance after 1st ROPS 2,618,051.37
Credit applied to certified 2nd ROPS (1,467,333.00)
Credit applied to certified 2nd ROPS SA Admin cost (125,000.00}
Balance owead by the SA after June 1 distribution ¥ T1075,71847
Noto:
Pursuant o H&S code section 34177 (1) (3), please retarn the excess mnount immediately to the RPTTF, 1f the amount is not
retarned within next 30 days, the County will start charging interest on the balance due using County’s ingled pool invest
rate of retum.
Port B
Deposit: Property Tax from all sources into the RPTTY (for Jul 1, 2012
thru Dee 31, 2012 ROPS) $  4,329,780.33
Less: Connty Auditor's admin costs (49,793.25)
Less: SB 2557 Ptax Admin Fee (120,350.65) (170,143,90)
Net Available for Distribution under H&S 34183 4,159,636.43
Allacntion of Moneys in RPTTF
Priority I - Pass-through Poyments (See Below) * (4,027,213.,98)
Priorify 2 - Recognized Pryment Obligations » ' (1,467,333,00)

Max. RPTTY Obligations Approved by DOF for Jul to Dee 2012
Credit from overpaid apportionments in the st half year 1,467,333.00



Priority 3 - Suecessor Agency Admin Costs (min of 3% slloc to RPTTR or §250K) -
Cerlified 2nd ROPS 8/22/12
Credit from overpald apportionments in the 1st half year
Priority 4~ SCO Involces for Audit & Qversight - if any

Reserve for resolution of pass-through calculation methodology

Residual Balance (See distribution in Pnrt C)

{125,000.00)

125,000.00 -
(76,934.74)
S 5543774

Priority 1 - Pass-through Payments

Paid from
pass-through for June 1, 2012 Prior
Account No, Distribution Distribution Net
Agreement Elected Amt, Total Elected Amt
Santa Clara County 00010 980,152,00 208,796.64 1,188,948.64 104,398.32 1,084,550.32
Town of Los Gatos 02651 120,628.15 120,628,15 60,314.58 60,314.57
tos Gatos Unlon 10430 1,435,988.00 1,435,988,00 1,435,988.00
Los Gatos High School District 12300 1,082,100.00 173,930.41 1,256,030.41 86,%65.21 1,169,0565.20
West-Valley Mission College 14004 112,774.00 112,774.00 112,774.00
COE 17035 51,034.00 51,034,00 51,034.00
Central Fire District 23018 131,549.80 131,54980 65,774.95 65,774.95
Mid-Peninsula Open Space Dist ' 26001 40,900.00 13,625.88 54,525.88 6,812.94 §. 47,712.94
3,702,948,00 648,531.98 4,351,479.98 | 324,266.00 4,027,213.88
Part C
From Part At From Part B
Distyibution wilt
be made once
the funds are Distribution of
returned by RPTTF Residunl’
Successar amount on
Agene Jun 12012
Santa Claro Couaty 34,841.04 $ 6,545.23
Los Gatos 2749373 5,164,597
Los Gatos Union Elementary 68,353,16 §2,840.82
Los Gatos-Saratoga High 51,230.40 9,624,14
West Vatley-Mission Community College 21,435.37 4,026.85
County School Scrvic ! 8,508.50 161531
Central Fite Protection District 39,047.89 7,335,533
Midpeninsula Regional Open Space Distriet 3,99740 750.95
Santa Clara Valley Water District Central Zone 2,832.82 532.17
Santa Clara Vatley Water Distrlet 420.92 79.07
Bay Area Alr Quality Management District 474,92 89,22
Guadalupe Coyote Resource Conservation District 020 0.04
Santa Clara County Importation Water-Mise District 1,25391 235,56
Santa Clara Valley Water District West Zone 4 323,20 60,72
ERAF K-i2 ’ 29,830.12 5,603.88
ERAF College 4,967,78 033.25
Reserve for Ist ROPS difference between DOF & County approval 130,617.00 -
‘Total 1,025,718.37 $ 55437.71

Please contaet Jai Singh (408) 299-5251 or Kenneth Kan at (408) 259-5256 of the Property Tax Apportionment Division If you have any questions,

c.c, Taxing entities




County of 8anta Clara

Finance Agency
Controller-Treasurer Depariment
Property Tax Division

70 Wes! Hedding Street, East Wing
San Jose, California 95110-1706
(408) 209-2541 FAX 288-7452

Notice of June Ist 2012 Distvibution

Redevelopment Property Tax Trust Fund (RPTTE)

June 1, 2012

Emma Karlen, Director of Finance
City of Milpitas Successor Ageney
455 E, Calavoras Blvd.

Milpitas, California 95035

Re: Redevelopment Property Tax Trust Fund (RPTTF) June 1, 2012 Distribution
Please see below the details of the June 1, 2012 Distribution.

Part A

Property Tax revenue advances (for Jan 1, 2012 thru Jun 30, 2012 ROPS)
Lass: Adjusted RPTTF QObligation per DOF for Jan to Jun 2012

Lass: Adjusted 15t ROPS SA Adimin Cost

Balance after 1st ROPS

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

Balance owed hy the SA after June 1 distribution

Part B

Deposit: Property Tax from all sonrces inte (he RPTTF (for Jul 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

Allacation of Moneys In RETTF

Priority § - Pass-through Payments (See Below)

Priority 2 ~ Recognized Payment Obligntions
- Adjusted RPTTF Qbligations per DOF for Jul thru Dec, 2012
Credit from overpald apportionments in the Ist half year

Priority 3 ~ Suceessor Agency Admin Costs (min of 3% alloc to RPTTF or $250K) «
for 2nd ROPS
Credit from overpald apportionments in the Ist half year

Totel
$  16,747,511.07
(12,484,947.00)
(624,247.33)
3,638,816.74

(3,638,316.74)

$ 16,352,630.88

(92,486.67)
(482,018.68) (574,505.35)
15.778,125.53
(607.902,01)
(10,043,071,30)
363831674  (6,404,754.56)

(301,292.14)

- (301,292.14)



Priarlty 4 - SCO Invoices for Audit & Oversight - if nny

Reserve for Items cortified by the county auditor eontroller but not approved by DOF (see Note)
Reserve for SA Admin Costs certified by the county auditor confraller but not approved by DOT (see Not

Resldunl Balance (See distribution in Part C)

Nate!

$_ 172011217

This reserve will bo held up until June 30, 2012 to resolve the difterences between DOF, auditor controller and
the SA. If the issues are uot resotved by June 30, 2012 the amount will be distributed to the taxing entities.

(709,213.00)
(34,851.65)

Priority 1 - Pass-through Payments

tune 1, 2012 Pass-
through Payments
Alfocation Per
A81290 PT as of Paid from Prior Pertinent Code
Account No. 4/30/12 Distribution 34183 {a}(1}

. 3290 Statutory
County 00010 236,608.66 228,853.60 7,755.07
County Library 00090 37,893.07 36,046.08 1,847.00
City of Miipites 03401 214,401.18 148,185.71 66,215.48
Berryessa Elem 10130 . . -
Mifpitas Unif 10469 555,950.92 312,108.01 243,842 .91
Eastside High 12060 - . -
San Jose Comm College 14006 90,247.21 50,607.15 39,540.06
County School Service 17035 43,875.02 24,631.13 19,243.89
SCV Water Dist €ast 1 27002 23,374.48 14,18140 $,193.09
SCV Water Dist 27010 2,404,186 1,499.09 905,08
Bay Area Alr Quality Mgmt 38001 2,554.90 1,434.28 1,120.62
SCV Water Dist St Water Proj 77001 15,636.78 11,205.79 4,430.99
SCVWD Zone W-4 77021 1,738.72 1,061.66 677.07
Passthrough reserve for ERAF payment (pending for LA Unified case method 01477 213,130.76 - 213,130.76

1,437,715.88 829,813.88 607,902,01

Part C

Santa Clara County
Santa Clara County Library
Milpitag
Milpitas Unified
San Jose-Evergreen Conumunity College
County Sehool Service
Santa Clara Valley Water Distriot Bast Zone 1
Santa Clara Valley Water District
Bay Area Alr Quality Management District
Santa Clara County Importation Water-Mise District
Santa Clara Valley Water District West Zone 4
ERAF K-12
ERAYF College

Total

From Part B:
Distribution of
RPTTF Residual
amaunt on June [,
2012

1,043,275.00
195,827.63
1,214,802.52
3,094,559.74
501,771.38
244,218.24
130,105.41
12,603.83
14,220.92
37,546.98
9,677.88
1,047,119.69
174,382.94

$ . 7,720,112.17

Please cottact Jai Singh (408) 299-5251 or Kenneth Kan at (408) 299-5256 of the Property Tax Appartionment Division i you have any questions.

e.c. Taxing entitios




County of Santa Clara

Finance Agency
Controfier-Treasurer Department
Property Tax Division

70 West Hedding Street, East Wing
San Jose, Californla 95110-1706
(408) 299-2541 FAX 298-7452

Notice of June 1st 2012 Distribution

Redevelopment Froperty Tax Trust Fund (RPTTF)

Jone 1, 2012

Kevin Riper, Finance Director

City of Morgan Hill Successor Agency
Redevelopment Agoncy

17555 Peak Ave

Morgan Hill, CA 95037

Re: Redevelopment Praperty Tax Trust Fund (RPTTF) Junc 1, 2012 Distribution
Please seo below the details of the June 1, 2012 Distribution. .

Part A

Property Tax revenue advances {for lan 1, 2012 thru Jun 30, 2012 ROPS)
Less: Adjusted RPTTF Obligation appraved by DOF for Jan to Jun 2012
Less: Re-Certified 15t ROPS SA Admin Cost

15t ROPS Balance

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

Balance owed by the SA efter June | distribution
Part B -

Deposits Property Tax from all sourees into the RETTF
(for Jud 1, 2012 thru Dec 31, 2012 ROPS)

Less; County Auditor's admin costs

Loss: SB 2557 Ptax Admin Fee

Net Available for Distribution under H&S 34183

Allocation of Moneys in RPTTE
Priority 1 - Pass-through Payments (See Below)
Priority 2 - Recognized Payment Obligations -

Max. RPTTE Obligations Approved by DOF for Jul to Dec 2012
Credit from overpaid appaertionments in the Isthalf year

Priority 3 - Successor Agency Admin Costs (min of 3% alloc to RPTTF or 2501 -
Certified Znd ROPS §/14/12
Credit from overpaid apportionments In the Ist balf yeay

Total
$  8,783,004,95
(8,220,835.00)
{411,042.00)
151,127.95

(151,127.95)

0.00

$ 9,357,203.97
(95.004.19)
(256,627.16) ___ (351,631,35)

9,005,572.42

(901,829.44)

(6,163,667.00)
151,127.95  (6,012,539.05)
(184,910,00)

. (184,910.00)

e it



Priority 4 « SCO Invoices for Audit & Oversight - if ony . .

Reserve for items certified by the county auditor controller but not approved by DOF (see Note) (667,000.00)
Reserve for SA Admin Costs certified by the county anditor controler but not npproved by DOF (see Note) (33,350.00)
Resldual Balance (See distribution in Part C) $ 12059439
Note:

This reserve will be held up until June 30, 2012 to resolve the differences befween DOF, auditor controller and the SA. If the
issues are not resolved by June 30, 2012 the amount will be distribuied fo the taxing entities,

Priority 1 - Pass-through Payments

June 1, 2012 Pass
through
Payments
Atlocation Per
Pald from Prior Pertinent Code
Account No, | AB1290 PT as 0f 4/30/12 Distributlon 34183 {a)(1)
1290 Statutory
County 00010 305,746.16 274,503.49 31,242.68
County Library 00080 50,909.33 44,619.19 6,280.14
City of Morgan Hill 03901 187,695.43 132,109.62 55,585.81
Morgan Hill Uniﬂed 10380 829,232,863 427,178.00 402,054,683
Gavilan Comm College . 14005 105,405.85 54,299,67 51,106.18
Caunty School Sarvice 17035 63,540,21 32,732.65 30,807.57
So Santa Clara Co Fire 28045 - . .
SCV Water Dist East 1 27002 1,656.41 922,56 733.86
SCV Water Dist South 27006 28,293.88 14,575.24 18,718.64
$CV Water Dist Genaral | 27010 3,754.85 2,106.08 164877
,{Bay Area Alr Quality Mgmt ’ 38001 3,516.02 1,811.27 1,704,275
Loma Prieta Res Cons Dist 61009 643,76 363.98 279.78
SCYWD Zone W-3 62021 17,786.70 9,874.9% 7,811.80
SCV Water Dist St Water Project 77001 16,595 ,84 12,512.77 4,076.07
Passthrough reserve for ERAF payment (pending for (A Unified 01477 204,668.77 254,668.77
1,909,445.85 $,007,616.41 $501,829.44
Part C
Rrom Part B:
Distribution of RPTTF
Residual amount on June 1,
2012
Santa Clara County $ 167,287.88
Santa Clata County Library 31,400.72
Morgan Hill ’ : 121,729.27
Morgan Hill Unified ' 537,796.22
Gavilan Communlty College } 68,360.62
County School Scrvice 41,208.80
Santa Clara Valley Water District East Zone § 1,763.76
Santa Clara Valley Water District South Zone | 17,110.52
Sania Clara Valley Water District 2,483.80 .
Bay Area Air Quality Management District 2,280.31
Loma Prieta Resource Conservation District 419,75
Santa Clara Valley Water District West Zone 3 11,449.99
Santa Claya County Jmportation Water-Misc District 6,020.6)
ERAF K-12 168,045.99
ERAF College 27,985,68
Total $ 1,205,943.93

 Ploase contact Jai Singh (408) 299-5251 or Kenneth Kan at (408) 299-5256 of the Property Tax Apportiontment Division if you have any questions,

c.c. Taxing entities



County of Sanfa Clara

Finance Agency
Controller-Treasurer Department
Property Tax Division

70 West Hedding Street, East Wing
San Jose, California 951101705
(408) 209-25641 FAX 208-7452

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

May 31, 2012

Patty Kong

Finance Director

City of Mountain View Successor Agency
P.O. Box 7540

Mountain View, California 94039

Re: Redevelopment Property Tax Trust Fund (RPTTF) June 1, 2012 Distribution
Please see below the details of the June 1, 2012 Distribution,

Part A

Property Tax revenue advances (for Jan 1, 2012 thru jun 30, 2012 ROPS)
Less: Max. RPTTF Obligation approved by DOF for Jan to fun 2012

Less; Certiied 1st ROPS SA Admin Cost 4/12/12

Balance after 1st ROPS

Credit applled to certified 2nd ROPS
Credit applied to certified 2nd ROPS $A Admin cost

Balance owed by the SA after June 1 distributlion

Part B

Deposit: Property Tax from all sources into the RPTTF (for Jul
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

$

Total
2,359,244.72
{395,630,00)

{125,000.00)

1,838,614.72

(1,838,614.72)

(42,954.63)
(62,228.24)

§  2,185,876.42

(105,182.87)

2,080,693.55



Allocation of Moneys in RPTTE

Priority 1 - Pass-through Payments -

Priorlty 2 - Recognized Payment Obligations - (2,001,356.72)
Max. RPTTF Obligations Approved by DOF for Jul to Dec 2012
Credlt from overpald appartionments in the 1st half year 1,838,614.72 (162,742,00)
Priority 3 - Successor Agency Admin Costs (min of 3% alloc to RPTTF ov $250k (125,000.00)
Certified 2nd ROPS 4/27/12
Credlt from overpald apportionments in the Ist half year - (125,600.00)

Priority 4 - SCO Involces for Andit & Oversight - if any -

Resldual Balance (Scc distrlbntlon in Part C) $  1,792,951.55
Part C
From Part B:
Distribution of
RPTTF Residual
amount

onJunl 2012

Santa Clara County 243,648.60
Motntain View 259,827.25
Mountain View Elementary 315,603.44
Mountain View-Los Altos Union High 255,444.00
Foothill-DeAnza Community College 114,343.51
County School Service 61,549,72
Midpeninsula Regional Open Space District 27,954 .43
Santa Clara Valley Water District North West Zone | 21,006,57
Santa Clara Valley Water District 2,943.52
El Camino Hospital 31,727.22
Bay Area Air Quality Management District 3,321.18
Mountain View Parking District No,02 192,806.13
Santa Clara County Importation Water-Misc District 8,768.80
Santa Clara Valley Water District West Zone 4 2,260,19
ERAF K-12 215,807.28
ERAFT College 35,939.64
Total 1,792,951.51

Ploase contact Jai Singh (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
Controlier-Traasurer Department
Property Tax Division

70 West Hedding Street, East Wing
8an Jose, Californla 951101705
{408) 299-2541 FAX 298-7452

Natice of June 15t 2012 Distribution
Redevetopment Property Tax Trust Fund (RPTFF)

June 1, 2012
Gary Ameling, Director of Pinance
City of Santa Clara

1500 Warburton Avenue
Santa Clara, California 95050

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

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

Part A
Total
Property Tax revenue acvances (for Jan 1, 2012 thru Jun 30, 2012 ROPS) $  14,343,205.48
Less; Max. RPTTF Obligation approved by DOF for Jan to Jun 2012 {10,368,963.91)
Less: Re-Certifiad 1st ROPS SA Admin Cost 4/16/12 (518,448,20}
Balance after 25t ROPS 8,455,793.37
Credit applied to certifled 2nd ROPS (2,952,253,00)
Credit applied to certified 2nd ROPS $A Admin cost (125,000,00)
Balance owed by the SA after June 1 distribution $ . 378540.37

Note:

Pussuant to H&S vode section 34177 (1) (3), please retum the excess amount immediately to the RPTTF, If the
amount is not retumed with in next 30 days, the County will start charging interest on the balance due using
County's commingled pool investment rate of return.

Part B

Deposits Property Tax from ali sources into
the RPTTE (for Jul 1, 2012 thru Dee 31,2012

ROPS) §  14,324,003.57

Less: County Auditor's admin costs (93,907.69)

Less: SB 2557 Ptax Admin Fee (402,209.21) (496,116.90)
Net Available for Distribution under H&S 34183 13,828,486.67

Allgeation of Mongys in RPTTE
Priority 1 - Pass-through Payments (See Below) ‘ (1,024,542.95)




Treiority 2 - Recognized Payment Obligations - (2,952,253.00)
Wax, RPTTE Obligations Approved by DOF for Jul to Dee 2012

Credit from overpaid apportionments in the tst half year 2,952,253,00 .
Priovity 3 - Successor Ageney Admin Costs (min of 3% nflac to RPETTF or $250k) - {125,000.00)
Re-certified 2nd ROPS 5/25/12 .
Credit fram overpaid apportionments in the 15t baif year 125,000.00 .

Pelority 4 - 5CO Tnvoices for Audit & Oversight - if any -

Reserve far pending review and resolution of Stadium Contract by the County Auditer

Contraller, Oversight Board and DOF: (12,803,943.13)
Residua) Balance $ .
Priority 1 - Pass-through Payments
Paxs-throtgh for June 3, 2012 June 1, 2012 Pass-through Poyments Allocation
Account No, Olstribution Pai3 from Prior Olstributlan Pet Portinent Code 34163 {a)(3)
Bask-ald Pass Basle-ald Passe
thru 1290 Statutory Baslc-afd Poss-theu 1290 Stalutory thig 1290 Statulory] Total

Santa Clara County 00010 171,621.62 151,258.39 10,370.24 20,370.24
Santa Clars 05905 80,105.19 $0,458.12 29,640.07 20,647.07
Santa Clara Unifed 10680 1,159,611,53 308,641.45 £79,805.77 162,547,148 | §79,805.77 143,084.28 732,900.04
Wast Valley-Aisslon Community Cotlege 14004 §8,381.39 47,003.26 44,378.13 41,37843
County School Servize 3703% 128,173.73 31,628.86 64,087.87 16,820,965 | - 63,087.87 14,807,850 78,893.77
Santo Clars Valley Water Olstlet Central 2ene 27601 - . . -
Santa Clara Valley Water Glsttict North Central one 4004 958922 5,443.24 4,145.98 #,345.98
Santa Clara Valley Water blstriet 27010 1,796.57 104744 749.44 7494
£l Caming Hospita! 35003 65,82 3554 31.29 3129
Bay Areo Al Quality Mansgermant istrict 38003 1,958.47 3,041.40 91627 916,77
sante Clara Dridge Dlsirict o) FEIEEY 147,31 78.36 R 68.97 68.97
5anta Clara County Importation Water-Mise Olstlct 11001 7,929.34 4,895.29 3,034.65 3,084.6%
Santa Cloze Valley Water Olstelct West Zone 4 7001 135262 77088 §61.77 563,77
Passthrough reserve for ERAF payment {pending for LA Unlfted
case method) - 01477 121,042.84 v 121,842.84 17.842.84

1,287,787.26 82204240 643,893.63 443 ,392.69 $43,893.63 380,649,327 § 1,024,542,95

Ploase contaet Jai Singh (408) 209-5251 or Kenneth Kan at (408) 299-5256 of the Property Tax Apportionment Division if you have any questions.

o.0. Taxing cntities



Cotinty of Santa Clara

Finance Agency

Controller-Treasurer Depariment

Properiy 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 Fand (RPTTF)

June 1, 2012
Grace Leung, Finance Director
City of Sunnyvale

P.O, Box 3707
Sunnyvale, California 94088

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

Piease see below the details of the June 1, 2012 Distribution,

Part A
. Total

Property Tax revenue advances {for Jan 1, 2012 thru Jun 30, 2012 ROPS) $  4,673,603.09
Less: Max. RPTTF Obligation approved by DOF for Jan to Jun 2012 (4,607,244,00)
Lass: Certified 1st ROPS SA Admin Cost 5/24/12 {limited to available fund) . (66,359.09)
Balance after 15t ROPS . {0.00)
Credit applied to certlfied 2nd ROPS -
Credit applled to certifled 2nd ROPS SA Admin cost . -
Balance owed by the SA after June 1 distribution $ (0,00}

Part B
Deposit: Property Tax from all sourees into the
RPETF (for Jul 1, 2012 thra Dee 31, 2012 ROPS) $ 4,420,55141
Less: County Auditor's admin costs (32,826.52)
Less; SB 2557 Ptax Admin Fee (136,350.62) (169,177.14)
Net Avaiiable for Distribution under H&S 34183 4,251,374.27

Alioeation of Moneys in RPTTF

Priority 1 - Pass-through Payments .

Priority 2 - Recognized Payment Obligations -
Max, RPTTF Obligations Approved by DOF for Jul to Dec 2012 (1,685,332.00)
Credit from overpaid apportionments o the 1st half year - (1,685,332,00)



Priority 3 - Successor Ageney Admin Costs (min of 3% alloe to RPTTT or $250k) - I (125,000.00)
Re-Certlfied 2nd ROPS 5/24/12
Cradit from overpald apportionments In the st half year - (125,000,00)

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

Reserve for items certified by the county auditor controller but not approved by DOF (sce Note) (7,163.00)
Restdual Balance $ 243387927

Part C .
From Part B:
Distribution of
RPTTT Residual
amovnt on June 1,
2012
Santa Clara County $ 370,014.59
Sunnyvale 310,692.75
Sunnyvale Elementary 527,022.61
Fremont Union Figh 454,883.00
Toothiil-DeAnza Community College 173,646.66
County School Service 88,560.69
Midpeninsula Regional Open Space District 42,452,73
Santa Clara Valley Water District North Central Zone 24,699.10
Santa Clara Valley Water District 4,470,16
Bl Camino Hospital 48,182,24
Bay Area Alr Quality Management District 5,043,68
Santa Clara County Importation Water-Mise District 13,316.65
Santa Clara Vaitey Water District West Zone 4 343242
ERAF K-12 315,002,735
ERAF College 52,459.24
Total § 243387927

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

c.¢. Taxing entities




EXHIBIT 2



.....

OrrICE OF THE COUNTY COUNSEL Miguel Mérquez

COUNTY OF SANTA CLARA COUNTY COUNSEL
70 West Hedding Street, 9" Floor o Winifred Botha
San Jose, California 95110-1770 . Oy P, Korb
(408) 299-5900 Lori E. Pegg
(408) 292-7240 (FAX) ASSISTANT COUNTY COUNSEL

June 5, 2012

VIA E-MAIL & U.S. MAIL,

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

Re:  Distribution of Tax Revenues from the San José Redevelopment Property
Tax Trust Fund

Dear Hon, Chiang:

T write in response to a letter from the San José 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 José Redevelopment Propesty Tax Trust Fund (RPTTE).

There is no action to teview at this time and San José’s letter is premature. As expressly
noted in an e-mail to the City of San José on June 1, 2012, no distributions have been made from
the San José 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 distributlon is a direot result of San José’s failure to respond to the
Auditor-Controlier regarding your office’s specific requests for additional information to
detormine the sufficiency of funds under section 34183(b). (See Attachment B.)

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

First, San José takes issue with the clear requirement of section 34183(a)(1) to pay
passthroughs as the first distribution from the RPTTE. This requirement expressly applies to
seotion 33401 passthroughs such as the agreement between the City and the County. Section
34183(a) applies “[njotwithstanding any other law . . .” and is clear in its language regarding the



Letter to Hon. John Chiang, State Controller

Re: Distribution of Tax Revenues from the San José Redevelopment Property Tax Trust Fund
June §, 2012 '
Page 2 of 3

prioritization and payment of passthrough 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
Conununity Redevelopment Law are subordinated, and they are only subordinated to “bond
debt.”! If and when the 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 José expresses concern regatding the allocation of certain special taxes, As
you may know, under Progosition 218 and state law, special taxes must be used for the purposes
for which they are levied.* After a comprehensive legal review by County Counsel and outside
counsel fo the County, it was determined that it was improper to place levies authorized and
imposed for specific purposes into the RPTTY as it would be an unconstitutional diversion of
special tax monies.® These taxes are levied to meet specific indebtedness obligations and it is
unlawful for any portion of those monies to be used for any other putpose, including meeting
redevelopment obligations, Bond covenants cannot mandate that San José receive monies in
violation of the law,

Finally, San José 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 Sucoessor 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 regatding
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 chart which is based on the
DOF-approved ROPS for San José, (See Attachment C.)

"
I
I/
I

' The County has a pre-1994 passthrough agreement with San José pursuant to section 33401, The specific
statutory references for passthrough payments that may be subordinated to bonded debt in section 34183(b) do not
Tnclude section 33401, The fact that section 34183, subdlvision (a), expressly includes section 33401 passthrough
agreements but subdivision (b) does not indicates that the Leglstature intended to exclude seotlon 33401 passthrough
agreements from the types of passthrough payments that would be subordinated in reverse waterfall situations.

2 Gpe CAL, CONST, att. XU1 C, §§ 1-2; Cal. Gov't Code § 53724(e).

3 These levies included the Santa Clara Valley Water Distilet State Water Project, the Santa Clara Valley Water
Distrlct Zone | 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.

Very truly yours,

MIGUEL MARQUEZ
County Counsel

TAMES R, WILLIAMS
Deputy County Counsel

JRWijrw

Attaclimenits; A — June 1, 2012, e-inail to San José Finance Staff
"B - E-mails to San José Staff regarding State Controller request
C — San José Cash Flow Analysis Based on Approved ROPS

c! Vinod X, Sharma, County Director of Finance
County Board of Supervisors
San José Oversight Board
San José Mayor and City Council
Ms. Debra Figone, San José City Managet
Mr, Rick Doyle, San Jos¢ City Attorney

591776



Attachment A

Singh, Jal

From: Singh, Jal

Sent: Friday, Juns 01, 2012 4:08 PM

To: ghe.andrade@sanjosaca.gov

Co: Kelt, Richard <Rlchard. Kelt@sanjoseoa.gov> {Richard Kelt@sanjoseca.gov); Andrews, A
(Arn. Andrews@sanjoseoa.gov); Lul, lrene (frene,Lul@fin.gccgov.org)
Vinod.Sharma@fin.scegov.org; Kan, Kenneth ‘

Subject: Updated Amounts in RPTTF as of June 1, 2012

Attachments! June 1 8J.pdf

Abe,

This Is to notify you that we are holding the June 1 distribution funds shown In the attached
worksheot In the RPTTF pending resolution by the 8CO. As soon as we recelve green slgnal
from the SCO to release the funds o SJSA, we will do so Immediately. :

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

ok Simgh

Jal Singh, CPA, MPA
Controller - Treasurer Division Mahager
Phone: 408-299-5261 :

Fax:

408-298-7462

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

NOTICE: This emall message and/or Ifs altachments may contaln Informatlon that Is confidential or restricted. It Is

Intended only for

the Indlividuals named as reciptents In the message. if you are NOT an authorized reciplent, you

are prohibifed from using, delivering, distributing, printing, copying, or disclosing the message or content fo others
and must delete the message from your computer. If you have racelved this message In error, please notlfy the
sendesr by return emall
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Singh, Jai

From: Kell, Richard <Rlohard, Kelt@sanjoseca.gov>

Sent: Friday, May 25, 2012 9:38 AM

To: ‘ Singh, Jal

Co: Andrads, Abe; Androws, Amy; Lul, Irene; Sharma, Vinod; Kan, Kenneth
Subject: RE: San Jose Successor's ofalm of insufficlency

Jai

Thanks for the updgta - wa will start getting the Information together and provide on Tuesday.
| have not heard anything from DOF? Have you ot Irene?

Richatd Kelt, Managing Ditector

- Buacessor Agoncy to

The Redevelopment Agency of the Clty of San Jose
200 B, Santa Clara St 14th Floor

San Jose, CA 95113

(408) 7951849

wnvw.sjredevelopment.org

Frome Singh, Jal [mailto:Jal.Singh@fin.sccgov.org]
Sent: Thursday, May 24, 2012 5:34 PM

“'Toy Kelt, Richard

Ce: Andrade, Abe; Andrews, Arn; Lul, Trene; Sharma, Vinod; Kan, Kenheth
Subjects FW; San Jose Successor's clalm of insufficlency

Hello Richard,

We have forwarded the Insufficlent funds Information fo the State Controlier’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-mall below).

We will appreclate your assistance to make sure that we comply with the request of the SCO, Jt
appears that SCO would like to have the supporting documents along with the msufficient fund
report. To ensure that SCO does not put ten day hold on the disbursement provess , please provide
the following Information with the supporting documents as well as the plan that shows that City is
planning to fund the insufficlent furds from the Clty General Fund,

Beginning Balances!

1) Gash on hand as of July 1, 2011 ( combined 80% and 20%) — (This can be verified to the
audited financlal statements)

2) Cash with fiscal agents as of July 1, 2011 ( Please provide supporting documents)

3) Liquid Investments as of July 1, 2011 such as LAIF or short term Investments (Flease provide
supporting documents) -

Cash Inflows!

4) Property tax advances recelved from Counly from July 1, 2011 up to Jan. 31, 2012 { We can
verlfy the Information to our records) _
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8) All other cash Inflows such as rental income, interest Income ete. from July 1, 2011 to dale
(Please provide supporting documents such as financlal statements to date)

6) Propetly taxes expected from the Counly as of June 1 ( 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, 2011 to December 2011 (Please provide
supporting documents)

8) Obligations due for the 1st ROPS (We can verlfy to the certified ROPS)

9) Obligations due for the 2nd ROPS (We can verify fo the cerfifled ROPS)

10)Advances o the fiscal agent (Ploase provide supporting docurments)

Ending Balances!

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

ot Singh

Jai Singh, CPA, MPA .
Controllar -Treasurer Division Manager Ly
Phone: 408-299-5251 b
Fax: 408-298-7452

If not required, Flease do not print this emall. Help save the planat.

NOTICE: This emall message and/or lts attachments may contaln informeation that Is confidential or restrioted, It Is
intended only for the Individuals named as reciplents In the message. If you are NOT an authorized reciplent, you are

~ prohiblted from using, delivering, distributing, printing, copying, or disclosing the message or content to others and must
delote the maessage from your compuler. If you have raceived this message In error, please notify the sender by return
emall, )

From: SATaylor@sco.ca.gov [mailto:$ATaylor@sco.ca.gov]
Sentt Thurgday, May 24, 2012 4:03 PM

- Tot Kan, Kenneth

Subject: an Jose Successor's claim of Insufficlency

Dear My, Kan:

The State Controller's Office has recelved your emall dated May 11, 2012, regarding the Insufficlent
funds of City of San Jose Successor Agency, in such clrcumstances, Health and Safety Code

section 34183(b) states, “The county auditor-controller shail verify whether the successor agency
wlil hiave sufficlent funds from which to service debts according to the Recognized Qbligations
payment Schedule and shall report the findings to the Controfler”

2
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Jai S8ingh, CPA, MPA
Controller -Treastrer Divislon Manager
Phone! 408-299-6261

Fax: 408-208-7452

If not required, Flease do not print this emal, Help save the planat.

NOTICE: This emall message and/or lfs altachments mak/ contaln Information that Is confidential or restricted, It Is
Intended only for the Individuals named as reciplents In the message. If you are NOT an authorized reclplent, you are
prohiblted from using, delivering, distributing, printing, copying, or disclosing the message or content to others and must
dete;;a the message from your computer, If you have recelved this message In error, please nollfy the sender by return
emall,

From: SATaylor@sco.cagov [mallto:SATaylor@sco.ca.gov]
Sent: Thursday, May 24, 2012 4:03 PM

To: Kan, Kenneth

Subject: San Jose Successor's clalm of nsufficlency

Dear Mr. Kans

The State Controller’s Office has recelved your emall dated May 11, 2012, regarding the insufficlent
funds of City of San Jose Successor Agency. In such circumstances, Health and Safety Code

section 34183(b) states, “The county auditor-controllet shall verlfy 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.”

There Is no prescribed format for your report at this time; a cover letter clearly stating whether
there are or are not sufficlent funds from which the successor may service debts and
appropriate supporting documentation would suffice. The supporting documentation
should include an analysls of the current halance of cash and near-cash equivalents
(Investments, LAIF deposlts, etc.) avallable 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 recelpt of your report, the State Controller's Office will
have three business days to concur of request a review, which would place a ten-day hold
on disbursement actlons,

When can the State Controller's Offlce expect to hearthe res(xlts of your eva!uaﬂon?

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

RDA-SDSupport@sco.ca. gov
(916) 327-1017
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Singh, Jai

From; Keit, Richard <Richard.Keli@sanjoseca.gov>
Sont: Wetnesday, May 30, 2012 5:23 PM

To Singh, Jal

Ce: Andrade, Abe

Subject: RE: San Jose Successor's olalm of insufficlency

Thanks Jal for copylng me. | think we should have this wrappéd up tomorrow,

Richard Keit, Managing Ditector

Successor Ageney 10 .

The Redevelopment Agency of the Clty of San Jose
200 E. Santa Clara 8t, 14th Floot

Ban Jose, CA 95113

(408) 795-1849

Siredeyelopme

From: Singh, Jal [malito:Jal Sihgh@fln.scegov.org]

Sentt Wednesday, May 30, 2012 5:17 PM

To: SATaylor@sco.ca,gov; RDA-SDSUPpor@sco.ca.gov

Co: Sharma, Vinod; Lul, Trene; Kan, Kenneth; Kett, Richard; Andrade, Abe
Subject: FW: San Jose Successor's claim of Insufficlency

Hello Mr. Taylor,

We have.requested the below noted Information from San Jose Sugcessor Agency (SJSA) to verify
the Insulficlent funds that SJSA has reported for June 1 distribution. We are stiif waiting for the
Information from SJSA. In order to comply with the H&S code section 34183 (b}, we will hold the
June 1, 2012 distribution for SJSA untll your offlce concurs with our findings. As sooh as your office

concurs with our findings, we will distribute the funds based upon H&S Code section 34183 (b).

i Singll

Jal Singh, CPA, MPA
Confrolter -Treasurer Division Manager
Phone: 408-299-5251

Fax: 408.298-7462

If ot raquired, Please o not print this emall. Help save the planet.

NOTICE: This emall message and/or s attachments may cantain Information that Is confidential or restricted. if Is
Intended only for the Individuals named as reciplents In the message. If you are NOT an autherized reciplent, you are
prohiblied from using, delivering, distributing, printing, copylng, or disclosing the message or content to others and must
‘ deleg;a the massage from your computer, If you have received this message In error, please natify the sender by return
emall.

From: Singh, Jal

Sent; Thursday, May 24, 2012 5134 PM

To} Kelt, Richerd <Richard Kelt@sanjoseca.gov> (R!chard.Kelt@saxﬁoseca.gov)
1
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Cu abe.andrade@sanjoseca.gov; Andrews, Arn (Arn.Andrews@sanjoseca.gov); Lul, Irene (Irene.Lul@finsccgoviorg);
Vinod.Sharma@fin,scegov.org; Kan, Kenneth '
Subject: FW: San Jose Successor's claim of Insufficlency’

Hello Richard,

We have forwarded the insufficlent funds Information to the Stalte Controller’s offico (SCO) for thelr
review that you have submitted with us pursuent o the H&S code 34183 subsection (b), The SCO
office has finafly responded (see e-mall below).

We will appreciate your assistance to make sure that we vomply with the request of the SCO,
appears that SCO would llke to have the supporting documents along with the Insufficlent 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 Insufficlent 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 financlal statements) -

2) Cash with flscal agents as of July 1, 2071 ( Please provide supporiing documents)

3) Liquld Investments as of July 1, 2011 such as LAIF or shott term Investments (Please provide
supporting documents)

W

Cash Inflows: ' t

4) Property tax advances recelved from County from July 1, 2011 up to Jan, 31, 2012 ( We can
verify the Information to our records)

&) All other cash inflows such as rental income, interest Income sete, from July 1, 2011 to dafe
(Please provide supporting documents such as financlal statements to date)

6) Property taxes expected from the County as of June 1 ( 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, 2011 to December 2011 (Please provide
' supporiing documents) _

8) Obligations due for the 1st ROPS (We can verfy to the cerliflod ROPS)

9) Obligations due for the 2nd ROPS ( We can verily to the cerilfied ROPS)

10)Advances to the fiscal agent (Please provide supporting documents)

Ending Balances:
11)Cash on hand (combined 80% and 20%)

12) Cash with fiscal agent
18)Liquid Investments

ek Singh
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‘There Is no prescribed format for your report at this time; a cover letver 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 docu mentation
should include an analysis of the current balance of cash and near-cash equivalents
(Investments, LAIF deposits, etc.} avallable 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 recelpt of your report, the State Controller's Offlce will
have three business days to concur or request a review, which would place a ten-day hold
on disbursement actlons.

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-SDSUpport@sco.ca.gov
(916) 327-1017

PR
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Singh, Jal

Froms Kalt, Richard <Richard Kelt@sanjoseca.gov>

Sont: Friday, June 01, 2012 8:81 PM

To! Singh, Jal . .

Cot Lul, irene; Sharma, Vinod; Andrews, Arm; Andrade, Abe

Subject: RE! Insufficlent Funds Responsibilitles for Countlss and Suocessor Agencles
Jal

Thanks, | did receive and I thought we would wrap this up today hut Abe had a funeral, | see no rsason that wo
will not be finished on Monday, Have a good week-end. And go home it Is late,

Richatd Keit, Managing Director

Successor Agency to

"The Redevelopment Agency of the Clty of San Jose
200 F. Santa Clara St. 14th Floot

San Jose, CA 95113

(408) 795-1849

www.sjredevelopmentorg

From: Singh, Jal [malito:Jal Singh@fin.scegov.org]

Sent: Friday, June 0%, 2012 6:47 PM

To: Kelt, Richard

Ces Lul, Irene; Sharma, Vinod; Andrews, Arn; Andrade, Abe

Subjects FW: Insufficient Funds Responsibiiities for Countles and Successor Agencles

Hello Richard, .

. “
! hope you have reveived the latost release of Information from SCO regarding "SCO RDA ;
insufffclency guldance” as It Is addressed to both successor agency officlals 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 o-mall so thaf we can verify the information and resolve this matter-
qulckly.

i Singh

Jal Singh, CPA, MPA
Controlier -Traasurer Division Manager
Phone: 408-299-6261

Fax: 408-298-7452

It not raquired, Please do not print this emall, Help save the plahet.

NOTICE: This emall message and/or lis altachments may contaln Information that is canfidentlal or restricted, Itis
Intended only for the Individuals named as reciplents In the message. Ifyou are NOT an authorlzed reolplent, you are
prohlbited from using, dellvering, distributing, printing, copying, or dlsclosing the message or content to others and must
delet? the message from your computer. If you have recelved this message In error, please notlfy the sehder by returt
emall.

From: LBryant@sco.ca.gov [mallto:LBwant@sco.ca.gov]
Sents Friday, June 01, 2012 4145 PM
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Ta: patoconneli@acgov.org; mmclelfand@alpinecountyca.com; jlowe@co.amador.ca.us; dhouser@buttecounty.net;
ccauditor@co.calaveras.ca.us; pscroggins@countyofcolysa.org; bob.campbell@ac,cccounty.us; cschaad@dnca,org;
joeharn@co,el-dorado,ca.us; verow@co.fresno.ca.us; trozmaryn@countyofglenn.net; imellett@co,humboldt.ca.us;
dougnewland@imperlalcounty.net; Ichapman@inyocounty.us; barnetta@co.kern.ca.us; Doil.Osteen@co.kings.ca.us;
pam_c@codake.ca,us; kfouch@co.lassen.ca.us; wwatanabe@auditor.lacounty.gov; janet.kroeger@madera-county.com;
rglven@co.marin.ca.us; wdavis@mariposacounty.org; fordm@co.mendocine.ca.us; lcardella-presto@co.merced.ca,usy
dareylocken@co.modot.caus; bmulr@mona.ca.gov; millerm@co.monterey.ca,us; tschulze@co.napa.ca.us;
marcia.salter@co.nevada,ca.us; david sundstrom@ocgov.com; kmartini@placer .ca.gov;
smontgomery@countyofplumas.com; pangulo@co.riverside.ca.us; valverdej@saccounty.net} jgonzalez@auditor.co.san:
bentto.caws; larrywalker@acr.shcounty.gov; tracy sandoval@sdeounty.ca.gov; ben.rosenfleld@sfgov.org;
avanhouten@sigov.org; gslbbach@co.sio.ca.us; thuening@co.sanmateo.caius; gels@ca,santa-barbara.ca,us; Sharma,
Vinod; maryjo.walker@co.santa-cruz.ca.us; cregnell@co,shasta,ca,us; auditorrisk@slerracounty.ws;
jehejer@co.siskiyou.ca,us; spadiiia@solanacounty.com; ddunk@sonoma-county.org; Kleinl@stancounty.com;
rstark@co.sutter.ca.us; landerson@tehamainet; mhorn@trinitycounty.org; rwoodard@co.tulare.ca.us;
drussell@co.tuolumne,ca.us; christine,cohen@ventura.org; hnewens@yolocounty,org; dsellers@co.yuba.ca.us
subject: Insufficient Funds Responsibilittes for Countles and Successor Agencies

Dear County Auditor-Controller,

Attached please find guidance prepared by our offlce to help you and the successor agencles fulfill your property tax
distribution dutles under Health and Safety Code Sectlon 34183, Including instances of insufficlency. Please distribute
this to your successor agencles and any of your staff that you feel would beneflt, such as property tax personnel. Ifyou
have any guestions, please feel free to contact us at RDA-SDsupnort@®sco.ca.gov or (916) 827-1017,

Regards,
State Controller's Office

. 8301 C Street, Sulte 740
- $acramento, CA 95816

.
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EXHIBIT 3



Gounty of Santa Clara

Finance Agency
Controller-Treasurer Depariment
Property Tax Division

70 West Hedding Street, East Wing
San Jose, California §5110-1706
(408) 299-2541 FAX 298-7452

Part A
Yotal
Proparty Tax revenue advances {for Jan 1, 2012 thruun 30, 2012 ROPS) $ 87,661,839.00
Less! Max, RPTTF Ohligation approved by DOF for Jah to Jun 2012 (46,954,862,00)
Less: Re-Certlfted 1st ROPS SA Admin Cost 5/18/12 {1,362,577,00}
Balapce after 1st ROPS 39,344,400.00
Credit applied to certified 2nd ROPS ) (39,344,400.00)
Credit npplied to certified 2nd ROPS SA Admin cost -
U —
Balente owed by the $A after June 1 distribution 4 .
R —

Part B

Depasit: Praperty Tax from sll sources into the RPTTF (for Jul 1, 2042 thru Dee 31,2012 ROYS) §  B82,903,286,94

Less: County Auditor's admin costs (156,189.01)
Less: §8 2557 Plax Admin Fee (2,386,163.29) {2,542,352.30)

Net Available for Distribution under H&S 34183 80,360,934.64

Altacation of Moneys In RPTTE

Priority 1 - Pass-through Payments (See Below) (18,579,360,37)

‘Fotn! Amount available to distribute fo Snecessor Agancy (o pny ROPS obligations 61,781,574.27
Priority 2« Recognized Payment Obligations - Max, RETTF Obligations Approved by DOF for Jil to Dé¢ 2012 (128,675,492.00)
Credit from averpaid apportlonments in the 1st half year 39,344,400.00 (89,331,092.00)
Insufficient Fund Balanee for ROPS . $_ (27,545,517.73)
Priority 3 - Successor Agency Admin Costs (min of 3% nlloe to RPTTF or $250k) - Re-tertified 2nd ROPS 5123112 - Eliminated under 34183 (b)

Priority 4 - SCO Fovoices for Audit & Ovcrsigbt it any



D
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Priority 1 - Pass-through Payments

PAFT

23

HiAT 3

Contractual Poss- £Y 201212 AB1290 | June 1, 2012 Pass-through Payments Allocation Per Pertinent
Account Ne. thu FY 2010-1) AB1290PT| PTasof 4/30/12 Code 34183 {a}{1)
Contractual Pass-
thru 1290 Statutory Total
County 00010 15,719,157.00 - “ 15,719,157.00 - 18,719,157.00
County Library 00090 24.76 0.02 24.78 24,78
San Jose City 05401 - i - -
Santa Clara Clty 05905 - - - -
Evergreen Elem 10250 - - - “
Franklin-McKinfey Elem 20270 142,821.40 1231,420.86 274,242.26 274,242.26
Margan Hill Unif 10330 - - N -
Milpitas Unif 10460 . - - -
OakGrove Elem 10530 105,239.02 20,367,839 125,606.41 125,606,414
Orchard Elem 10610 39,260.86 3,089,25 42,850.11 42,350,11
Sin dose Unif 10670 498,195.97 469,896.90 968,092.87 968,092,87
Santa Clara Unif 10680 15,543.57 164,177.59 179,721.56 179,721.56
Eastside High 12060 283,322.73 95,461,54 348,784.27 348,784.27
West Valley College 14004 4,494.69 42,677,582 47,172.21 47,172.21
Gavilan Comm College 14005 - - “ .
San Jase Comm Callege 14006 291,878.96 206,546,52 498,425.48 498,425.48
County School Server 17035 145,993.21 112,355.68 258,348.89 258,348.89
Central Fire 23018 82,52 011 82.63 82,63
SCYWD Central 27001 - - - -
SCYWO Fast 27002 - - - -
SCYWD General 27010 - - B -
Bay Area Alr Quality Mgmt 38001 8,371,886 6,769,42 15,141,28 15,141.28
Guadalupe-Coyote Res Cons Dist 61005 392,69 18312 §75.81 575.81
5} Maintenance Dist 1 71061 - - - -
$C«Brldge Dist 1 73111 - . - -
SCYWD St Water Project 77001 - - - -
SCVWO Zone W-4 77021 - . - -
Passthrough reserve for ERAF payment {pending for LA Unified case metho! 01477 101,634.81 101,634,81 101,634.81
18,719,157.00 1,505,622.24 1,354,581.13 15,719,157.00 2,860,203.37 18,579,360.37

Ploase contact Jai Singh (408) 299-5251 or Kenneth Knn at (408) 299-5256 of the Property Tax Apportionment Division if you have any questions.
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COUNCIL AGENDA:  06-12-12
ITEM: 9.1

SANJOSE.

CATITAL OF SILICON VALLEY

TO: HONORABLEMAYOR .
AND CITY COUNCIL/SUCCESSOR
AGENCY BOARD

SUBJECT: 2011-2012 BUDGET ACTIONS AND
COOPERATION AGREEMENT

RELATED TO SUCCESSOR AGENCY

Memorandum

FROM: Richard A. Keit
Leslye Cotsiglia
Jennifer A, Maguire

DATE: May 21, 2012

Date éﬁﬁﬁmﬂ

, )
Approved W / e
o % =

. RECOMMENDATION

1. Adopt City Appropriation Otdinance and Funding Soutces Resolytion amendments to
repeal Ordinance No, 29029 and Resolution No, 76133 in the Redevelopment Obli_gation

Retirement Fund,

2. Adopt City Appropriation Ordinance and Funding Soutces Resolution amendments for
2011-2012 in the Low and Moderate Income Housing Fund to amend Ordinance No.
19027 and Resolution 76131, to be offective from July 1, 2011 through January 31,2012,

" as outlined in Attachment A.

3, Approval by the City Council and City Council in its capacity as the Snccessor Agency.'
Board of a Cooperation Agreement between the City of San José and the Successor
Ageney to the Redevelopment Agency of the City of San Jose for Operating Expenses

Februaty 2012 through June 2012,

OUTCOME

Approval of the ordinance and resolution actions pertaini

ng to the Successor Agency and

Successor Housing Agency Budgets continues to facilitate: the winding down of the former

Redevelopmernt Agency’s affairs and fhe transition to Successor Agericy and Successor Housing
Agency; and, the continuation of the cooperation agreement outlining City expenditutes on

behalf of the Successor Agency.



HONORABLE MAYOR AND CITY COUNCIL

May 21, 2012 :

Subject:  2011-2012 Budget Actions and Cooperation Agreement Related to Successor Agency -
Page 2 ' .

BACKGROUND

On January 24, 2012, the City Council and the City Council in its capacity as the Successor

- Agency approved actions to establish the Redevelopment Obligation Retirement Fund consistent
with AB X1 26 and approved the formal transfer of assets and liabilities from the former
Redevelopment Agency to the Successor Agency. Funding was budgeted for the perlod of
February 1, 2012 and June 30, 2012, to execute the responsibilities of the Successor Ageney, and
reflected the most current information at that time. Since January, the Administration has been
working totransition the former Redevelopment Agency internally with a multi-departmental
team aswell as closely coordinating with the Santa Clard County to refine analysis of the intent
and impacts of the legislation governing the Successor Agency and its finances, :

In addition, pursuant to the requirements outlined in AB X1 26; the Successor Agency must
prepare an administrative budget as well 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 revietv and approve. These requirements have been met with the
prepatation and submittals of administrative budgets and ROPS for both the period February 1
through June 30, 2012, and Jly 1, through December 31, 2012, which were considered and
approved by the City' Council as Sucoessor Agenoy Board and the Oversight Board, '

ANALYSIS'

Successor Agency and Successor Housing Agency Budget Adjustments

On January 24, 2012, a number of actions were brought forth approving the establishment of the
Redevelopment Obligation Retirement Fund and amending the authority over the Low and
Modeiate Income Hoising Fund from the City designating it to be a Successoi Agency Fund.
Upon furthet analysis, it has been determined it is not appropriate for the budget to be approved
by City ordinances as previously recommended and approved by the Board. To continue to
reflect the separate nature of the Successor Agency opetations from the City’s operations and

_ remaining consistent with the intent of the legislation, the administration recommends that the
February 1, 2012 through June 30, 2012, Successor Agenoy five month budgeted City
appropriation ordinance and funding sources resolutions be repealed in the Redevelopment
Retitement Obligation Fund and amended in the Low and Moderate Income Housing Fund to be
effective from July 1, 2011 through January 31, 2012 (as discussed in more detail below). '
Authority for financial activities beginning February 1¥ for both the Successor Agency and the
Successor Housing Agency have been provided through the approval of the scheduled payments
for enforceable obligations as detailéd on the ROPS and will continue to be approved as part of
the bi-annual ROPS in future years. ' -

A second action taken on January 24, 2012, was the transfer of all affordable housing assets to
the City, as the Successor Housing Agency. This action included the transfer of the loan
portfolio holding moré than $550,000,000 representing over 900 loans, land held for future
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HONORABLE MAYOR AND CITY COUNCIL
May 21, 2012 . :
.Subject:  2011-2012 Budget Actions and Cooperation Agreement Related to Successor Agency

Page 8

housing development, and leases and contracts, In further review of AB X1 26, it has becotne-
clear that encumbered contracts and other affordable housing projects obligated to be completed
should be freated as housing assets and will also be transferred to the City as Successar Housing
Agency. ﬁddiﬁonallﬁ"éé”sh balances ; Jrom Joan repayments were also tiansferied 0 1
(e Successor Housing Agenoy, {lhe C

geessor Housing Ager Shad @ Rew City find, the Affordable Housing

X Y.
. Tnvestment Fund (Fund 346) to manage all of the affordable housing assets which will be

managed as a part of the City budget in future years, As mentioned above, the expenditures in
the Low and Moderate Income Housing Fund (Fund 443) will be approved as a part of the bi-
anfual ROPS in future years. Therefore, the recommended Appropriation Ordinance and

. Funding Source Resolution actions related to the Low and Moderate Housing Income Fund in

2011-2012 are related to the Hmited time period of July 1, 2011 to January 31,2012 and the
transfer of assets to the Successor Housing Agency. ' .

Cooperation Agreement between the City of San José and the Successor Agency

On June 17, 2011, the City Council approved the 2011-2012 Cooperation Agreements for 1)
Capital Improvement Projects in the Merged Redevelopment Area and 2) Operating Bxpenses
between the City of San Jose and the Redevelopment Agency. Bffective February 1, 2012 AB
%1 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 José for Operating Expenses from February 1, 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 been a significant contribution of City staff resources to the
increased activity associated with the winding down and transition of the former Redevelopment
Agency’s business transactions. Due to the limited financial ability of the formes
Redevelopment Agency\Suacessdr Agency, the amounts funded in today’s budget action and
shown In the cooperatioh agreement do not fully cover the City’s costs.

Tax Tncrement Projections

Successor Agency-and City staffs have been engaged in conversation with staff from Santa Clara
County in an effort to find consensus on fhe implementation of AB X1 26. The County Auditor-
Controllers Office is responsible for the distribution of tax increment to all Successor Agenciés
inthe County. Assumptions used in this memorandum to determine the amount of tax increment
for the 20112012 budget year have not yet been confirmed by the County.

EVALUATION AND FOLLOW-UP

Successor Agency staff will continue to returnto the City Council and the Successor Agency
Board regarding Oversight Boatd actions and budgetary autbority through the bi-annual approval
of the Recognized Obligation Payment Schedule and Administrative Budget.



HONORABLE MAYOR AND CITY.COUNCIL

May 21,2012 : .

Subject:  2011-2012 Budget Actions and Cooperation Agreement Related to'Successor Agency
Page 4 . ‘ '

PUBLIC OUTREACH/INTEREST

v’ Criteria 1: Requires Council action on the use of public funds equal to $1 million or
“greator, (Required: Website Posting)

L1 Criteria 2: Adoption of a new or revised policy that may have implications for pubhc
health, safety, quality of life, or financial/economic vitality of the City, (Required: E-
mail and Website Posting)

L) Criteria 3: Consideration of proposed changes to service delivery, programs, staffing that
may have impacts to community services and have been identified by staff, Council or a
Community group that requires special outreach. (Required: E-mail, Website Posting,
Community Meetings, Notice in appropriate newspapers)

This action meets Criteria 1 above and will be pos‘ced to be considered by the City Council on the
June 12, 2012 meeting,

COORDINATION

'fhls item was coordinated with the City Attorney’s Office,

CEQA
Exempt, File No. PP12-008,

WQM% , /’_”_::) : .
RICHARD A, KEIT | \ iﬁé“ﬁﬁé%&% "

Managing Director ' Housing Director
Successor Ageuncy

gNNIF@A MAGU

Budget Director

For questions, please contact Abe Andr ade, Chief Fiscal Officer of the Successor Agency (408
795-1821) or Rachel VanderVeen in the Housing Department (408 535-8235),

Attachmient A: Statement of Source and Use of Funds Low and Moderate Income Housing Fund
and appropriation recommendation language. .



HONORABLE MAYOR AND CITY COUNCIL

May 21,2012
Subject:  2011-2012 Budget Actions and Cooperation Agreement Related to Successor Agency

Page 8

1 hereby certify that there will be available for appropriation in the Low and
Moderate Income Housing Fund in the Fiscal Year 2011-2012 moneys in excess of
those heretofore appropriated therefrom, said excess being at least $2,093,116.,

-

%IFER A, MAGURE
Budget Ditector



ATTACHMENT A

1. Adopt the following Appropriation Ordinance and Funding Sources Resolution
amendments in the Low and Moderate Income Housing Fund:

norease the ré{/énue estlmate for Earned Reven y ‘$2,093',1 16;
Decreass the revenue estimate for the Transfer from the Redevelopment
Obhgatmn Retuement Fund by $3,556, 000

e C

vent Fund by §18,934;345:5
n Retirement Fund by

Estabhsh a Transfer fo the Redevelopm
$5,600,000;
Decrease the Housing Loans and Grants appropriation by $531,861;
. g Decrease the Reserve for Bnforceable Obligations by $3,792,085;
h. Deocrease the Housing Rehabilitation Loan appropriation by $325,000;
i, Deorease the Loan Management approptiation by $250,000
j. Decrease the Commercial Paper Debt Service appropriation by $608,272;
k. Decrease the Debt Service appropriation by $1,613,555; and
1. Increase the Housing Non—Persona}/Eqmpmen’z apptopriation by $57,909.

ga tb
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SAN JOSE © Successor Agency to the Redevelopment Agency

CAPITAL OF SILICON VALLEY

cryor &

May 1, 2012

Vinod K, Sharma
 Director Finaric¢ Agency
Santa Clara County ¥
70 West Hedding Strest, East Wing, 98 Floor
San Jose, CA 95110

Subject: Notification of Insufficiency of Funds
Dear Mr, Sharfria;

' Pursiant to Redevelopment Law ABX1 26, Section 34183 (b), the Successor Agency to the

| Redevelopment Agency of the City of San Jose (“Suecessor Agency™) submits this. letter to
notify the County of Santa Clata Autlitor Confrollet that the total amicunt available to the
Successot Ageticy fron the Redevelopinent Property Tax Trust Fund (RPTTE) allocation funds
ate insufficient to meét the payrient obligations as identified or the draft ROPS, for the petiod

covering July 1 through Deceraber 31, 2012. This ingludes fands transferred frotn the former
Redevelopment Agency and, funds thit have ot will become available through assets sales and dll
redevelopment opetations. The projected deficit, a8 forecasted on the attached Cash Flow
worksheet is $17,875,000. '

Please call me o Abtaham Andrade, Chief Financial Officer, to discuss the cash flow atid Draft
ROPS at your convenience at 408-795-1849 or 408-795-1 821, respectively.

Sinceyely,
‘ s

Richard A. Keit
Managitig Director

Attachment

et John Giithrie

553 Eot Senta Giara St 14" Floor, Sa José, CA S5T15 127 (40B) 5358500 fiom (A0B) 292-6735 o ajredovelopment org
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Tnitial Amt,
: Avallableand || . usted
E . iy 1 Bistiibution
£ Distdbutable in
2 L pulsuant to H&S
) coraplance with 3 4183 e
i | Hab3us3 @) . ..
7 {Tolal TaxIncrements. ). 184,3{;1,600‘ : ‘185,_3‘61,000
B [imitial Deductions Per Hés 34182 (a) and R&T code 653 i o
G| -5 34182 Adimin Cost- controller-treasurer (250 ono) (250,000)
o -ReT95S _ @ameon)ll | (2300,000)
"Total Intélal Deduchona allowed per H&S 34182(a) & R&T 953 ). (2550,000) . (2550,000)
3 Amovn! Available for; stlnbubons perH&S 34:!483 {a) (1) (a:8) Flo.J 181,811,000 181,811,000
} HE&S 34183 (a){1) '
it Year ‘ABI290 Pass-thiii - FI&:5 34163 (){1) (1,867,060) 1,867,000
sthn (per ROPS) - H&S 4183 (4)(1) - -
| Pass:ihru to County (Subordinate debt) {-03% i T1) {17,148 000)1 -
i ‘ » . {ASSUMPTION )R] - -(19,013,000) 41,357 o)
_Tgfinatgné,c' Aviiluble for Second Prioxity Cl:ums 1 162,738,000 179,544,000
7 Addiigpn i1 Regofirees forSecond Priority Claims
Beglnning Cash Balange Housing - - ‘ i
DBeghitiig Coshy Balarice Noi-Houising ot -
nxcess Funids. Rcfund from Borid Tiustees ' 13,013,000 13'011 000
Inferest fucome from Howsing & Other -
Housing Reservé Brought Forward o000l .. 1081 QQD« .
_Sale oF Agincy Assets g 22110001 }
Othey (Rex\t, Loin Repwymems, Pamcipnhon Puymems) 720,000
Now Hdusmg Resetve Fund Broyght Forwvard 3,866,000
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Toldl ﬁddihona! resoiirced avatlable . e). 4L13000]k 7 41,213,008
It ces Available | fox Second Prlosity Clajms §l=1 203,913,000 ) . .221,057,000
Sac gd I’rjontg'[’aymemg per H&S 34 163 {a) lzi
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- Houstug' .
Geifigr Debt Service Paynents (34183~ () (-4) - (24,535,000) (24,535,000)

Sub, Pébt Service (34183 - (1) (2-B)

Bond Admjn Cast (34183 (a) (2-C) {Ross l'mancml)
Cotnmercial I’aper Pnymeut:. @UE3-(3) (A

s (341!:3 () (20)

byl Taw (3 1183 (a) (2 C)

ce
Agent deposlts G-y EA)

S'A A'dm'in' Feie (Hlousing écnon-housing) {L]
RO S
! l_CASH)

45 | thervIce S Bank (34183 - (2} 2-A) .
47 | e o jicd Bond Adain Fees (34188 - (a)’ {2-Cj (2 .923,000) (2,513 000)
£ Téghlty Bindifig Cohtratts (31183 - (2) (2-C) (5,950,000 (5,900;000)
l‘ehnbn il of Clly Obligations ~ ERAF Loaj | Paymant, dil .
48 Suéet(snmge, ‘Cohventiad Center (34183 - {4} t’l ) @31 5000) 34,195,000)
50| 13UD 108 Loan Interest/PstneTpal Paymenl (34193 - (a) (- C) {1,905, 000) (1,90_?)00)
67| Coumy Covict :ememenls - Interest plas Prineipal { {34183 - (a) (2:C) (743, ,000) (7|3,000)
152 ‘[udgmcg (34063 - {0 (2-C) .
B3] Reserve fot Subérdinate Debl Service {ASSUMPTION 1)
BA] SERAF Lofin Rephy (34183 () (2C) (ASSUMPTION2) . K
55 | [0 . (236,263,000) (236,263,000}
| 56 | Tg\gl ShoxtEall before the third priority paymiet {(5A adniin fed 1] T T I T S
57| Dedchions pex H&S 34183 (4} f Insuifficient lo pay ROES ; T~ P
BB | Uc éhoi Trop (repaymem t0) Loumy l'ass-thrq 1} ] PN W
59| Accimulated Cotinty pass thii to be ddded back on ROPS. ) o {31,362,000)
BT | Interestsadtded (0% pa) 4o (2399980
B Aot avallable (Insuffictency) for Third Priodly Clabm TKI=It] (15,206,000
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64

W I

SR

56| crintjintlve Structuml Diftett (
67|  Pergenty's spreatlsheet: Surplus/ (Deﬁdt) (17,154,000)
08 Reconciliation Hems; )

}E Hoising Yeserve dot accounted.on Sf wie 19, Uil,
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(77 | Fund Balance (20% & 80%) c/f not ori County wis
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73] Conirity Settlemerit
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" DRAFT
EXHIBIT 5

San Jose Successor Agency - Insufficient Funds Analysis {December 31, 2012)

Prepared by the County Auditor Controller based upon information provided by San Jose SARA

¥ Amount
| Beginning Cash Balances as of July 1, 2011:
‘Unrestricted Cash & Investments 55,731,358
Restricted Cash & Investmients - 2008 Proceeds with LAIF 13,818,936
Cash with Fiscal Agent - Restricted Cash and Investment 92,851,135
Restricted Cash & Investments - Housing Bonds 6,798
Total Cash on Hand as of July 1, 2011 162,408,227
Cash Inflows
Property Tax Advances (Jul 1, 2011 - Jan 31, 2012) 87,661,839
Property Tax Expected from County as of June 1, 2012 61,781,574
Interest income (July 1, 2011 to April 2012) 271,294
Interest Income (July 1, 2011 to date) 99,218
Grant, Rent & Other Income (July 1, 2011 - April 30, 2012) 2,152,000
Loan Proceeds (CDBG, Parking Revenue up to June 30, 2012 3,393,248
Sales of Capital Assets (July 1, 2011 - April 30, 2012) 11,268,355
Program Income July 1, 2011 thru Jan, 31, 2012 2,214,187
Other Cash In flows from up to December 2012 (Rents, CDBG etc..) 7,384,000

Expected Sale of Asset by December 31, 2012 (in contract) : 4,511,000

Total Cash Inflows 180,736,715
Total Cash Available 343,144,942
Cash autflows:

Admin and program expenditures up to Dec. 31, 2011 8,808,232

Develapment and project expenditures up to Dec, 31, 2011 5,515,156
Commercial paper interest payment 136,730
Admin Cost In Jan. 2012 not on 1st ROPS 747,000
Debt Service Payments (August 2011) 129,808,467

Total payments up to December 2012 145,015,585

Funds avaliable to pay ROPS obligations 198,129,357

ROPS Qbligations

1st ROPS (RPTTF) - Sch A

. Union Bank Bonds 40,708,238
US Bank Subordinated Debt 147,853
Wells Fargo Bank - Housing Bonds -
IP Morgan - Line of Credit 1,080,000
Fiscal Agent Service Fees _ ‘ 141,700

Page 1 of 2



" DRAFT
EXHIBIT 5

- 6,4@%“’%@ 46,954,862

Other Obligations T | 18,486,014
Admin Cost 1,362,577
Total Cost 1st ROPS (January 1, 2012 through June 30, 2012 Obligations) 75,983,823
Funds Avallable to Pay 2ND ROPS : 122,145,534

2nd ROPS (RPTTF) - Sch A
Unlon Bank Bonds 92,297,788
US B nk Subordlnate Debt o _ 3,300,000

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 2nd ROPS 114,356,535

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

T

Low ‘Modem Housing Fund Loan & Others Sch. A' ‘ S o o 291,650
Total Funds available (deficit) to pay Sch. B &C obligations of 2nd ROPS (6,529,958)
Total Other-Contractual Obligations on Sch. B 10,821,275
Total Admin Cost on Sch. C 1,252,614
Total Surplus (deficit) . (18,603,847)
Less Admin Cost Per H&S Code 34183 (b) (1,252,614)
Deficit to be supported by City General Fund (17,351,233)

Page2of2
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ATTACHMENT A

_From: Singh, Jal {maiito:Jai.Singh@fin.sccgov.org]

Sent: Friday, June 08, 2012 9:34 AM

To: SATaylor@sco.ca.gov; RDA-SDSUpport@sco.ca.gov

Cc: Sharma, Vinod; Lui, Irene; Keit, Richard; Andrews, Arn; Andrade, Abe; Guthrie, John, Knofler, Paul;
Kan, Kenneth; Beher Man;u

Subject: San Jose Successor Agency - Verification of Insufficlent Funds

Hello Mr. Taylor,

Attached document includes the Santa Clara County Auditor Controller verification of
insufficient funds submifted by the San Jose Successor Agency (SJSA) for the penod
end/ng December 31, 2012, .

The SJSA submitted the msuff/c;ent funds report on May 1, 2012 that was forwarded fo

" the State Controlfler's Office and DOF in compliance with H&S Code 34183 (b). The
SCO sent e-mail to our office on May 24, 2012 to provide the supporting documentation
of insufficient funds. We immediately contacted SJSA fo provide the supporting
documentation. The SJSA staff has worked with us during last three days to provide the
supporting documentation. .

The first four pages of the attachment shows analysis and vetrification of the insufficient
funds and the remaining pages are attachments with supporting documents.

Should you need additional information, please send me e-mail or givé me a call,
Again, I would like to thanic you fqr your support and guidance.

Jai Singh
Jai Singh, CPA, MPA

Controller -Treasurer Division Manager
Phone: 408-299-65251
Fax: 408-298-7452
1
If not required, Please clo nof print this email. Help save the planet.

NOTICE: This emaif message and/or its attachinents may contain information that is confidential or

6/8/2012




Page 2 of 2

restricted. It is intended only for the individuals named as recipients in the message. If you are NOT an
authorized recipient, you are prohibited from using, delivering, distributing, printing, 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 notify the sender by return email.

6/8/2012




Fop 4

San Jose Successor Agen.cy - Insufficient Funds Analysis (December 31, 2012)
Prepared by the County Auditor Controller based upon informatlon provided by San lose SARA

Amount
Beginning Cash Balances as of July 1, 2011

Unrestricted Cash & Investments 55,731,358
Restricted Cash & Investments ~ 2008 Proceeds with LAJF 13,818,936
Cash with Flscal Agent - Restrlcted Cash and Investment 92,851,135
Restricted Cash & Investments - Housing Bonds 6,798
Total Cash on Hand as of July 1, 2011 162,408,227

Cash Inflows '
Property Tax Advances (Jul 4, 2011 - Jan 31, 2012) 87,661,839
Property Tax Expected from County as of June 1, 2012 61,781,574
interest Income {July 1, 2011 to April 2012) 271,294
Interest Income (July 1, 2011 to date) 99,218
Grant, Rent & Other Income {July 1, 2011 - April 30, 2012) 2,152,000
Loan Proceeds {CDBG, Parking Revenue up to June 30,2012 3,893,248
Sales of Capital Assets {July 1, 2011 - Aprit 30, 2012) 11,268,355
Program Income July 1, 2011 thru Jan, 31, 2012 2,214,187
Other Cash in flows from up to December 2012 (Rents, CDBG etc..) 7,384,000
Expacted Sale of Asset by December 31, 2022 (in contract) 4,511,000
Total Cash Inflows . 180,736,715
Total Cash Available 843,144,942

" Cash outflows:

Admin and program expenditures up to Dec, 31, 2011 8,808,232
Develapment and project expendltures up to Dec. 31, 2011 5,515,156
Commerclal paper interest payment 136,730
- Admin Cost in Jan, 2012 not on 1st ROPS 747,000
Debt Service Payments {August 2011) ‘ 129,808,467
Total payments up to December 2012 145,015,585
Funds avallable to pay ROPS obligations 198,129,357

ROPS Obligations

1st ROPS {RPTTE) - Sch A

Union Bank Bonds 40,708,238
US Bank Suhordinated Debt 147,853
Wells Fargo Bank - Houslng Bonds .

JP Morgan - Line of Credit A 1,080,000

Fiscal Agent Service Fees 141,700

Page 10f2



]

T T
Sl

e
Other Obligations 18,486,014
Admin Cost . 1,362,577

Total Cost st ROPS (January 1, 2012 through June 30, 2012 Obligations) 75,983,828

Funds Avallable to Pay 2ND ROPS - 422,145,534

2nd ROPS (RPTTF) ~Sch A
Unlon Bank Bonds o 92,297,788
US Bank Subordinate Debt 3,300,000
W i U
JP Morgan Line of Credit 1,385,609
Fiscal Agent Service Fees 131,312

Total Liabilities for Bonds including Housing and Senlor Subordinate Debt on 2nd ROPS 114,356,535 .

Funds avallable to Pay City Convention Center 4th Street and Others on Sch, A 7,788,989

U henionete ke

Low Modetn. Housing Fund Loan & Others

Total Funds available (deficit) to pay Sch, 8 &C obligations of 2nd ROPS (6,529,958)
Total Other Contractual Obllgations on Sch. B 10,821,275
Total Admin Cost on Sch. C ' ‘ 1,252,614
Total Surplus {deficit) (18,603,847)
Less Admin Cost Per H&S Coc!e 34183 {b) (1,252,614)
Deficit to be supporied by Clty General Fund {17,351,233)

Page2of 2
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REDEVELOPMENT AGENCY OF - 3
THE CITY OF SAN JOSI: -

" Notes to the Basic Tinancial Statements (continued)
June 30, 2011

11. DETAILED NOTES ON ALL FUNDS *
A. Cash and Investments

The Agency’s cash and investments consist of the following at June 30, 2011:

. Cash and Investments Awmount
Unrestricted R 14,937,873
Restricted ) 148,075,446

Total cash and investments ' $ 163,013,319

Investments

The Agency has adopted the investment policy of the City, which is governed by provisions of
the California Government Code and the City’s Municipal Code. The Agency also has
investments subject to provisions of the bond indentures of its varions bond issues, According
to the investment policy and bongd indentures, the Agency s permitted to invest in the City’s
cash and jnvestment pool, the State of California Local Agency Investment Fond (LAIF),
obligations of the U.S, Treasury or U.S. Government agencies, time deposits, money market
mutual funds invested in U.S. Government securities, along with various other permitted
investments.
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REDEVELOPMENT AGENCY OF
THE CITY OF SAN JOSK

Notes to the Basic Financial Statements (continued)
June 30, 2011

upon demand, The weighted average. maturity of the City’s investment pool Is 376 days,
Income carned or losses arising from investments in the City’s cash and investment pool are
allocated Ly the City on a monthly basis to the 1ppropuate funds based on the average weekly
cash balance of such fonds,

As of June 30, 2011, the Agency invested a total amount of $38,586,214 with State of
California Local Agency Investment Fund (LAIR), 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 Bonds project funds,
and $9,938,709 from the 2010 Housing Set-Aside Bonds reserve fund. The amounts invested

- in LAIP can be withdrawn on demand. The welghted average maturity of LAIR was 237 days.
: Structured notes and asset-backed securities as of June 30, 2011 make up 5.01% of the State’s

LAIR portfolio and the Agency’s proportionate share is 0,06%. The Local Invesiment Advisory
Board has oversight responsibility for LAYR (http://www.reasurer.ca, gov/pmia-laiff), The
Board consists of five members, as deslgnated by state statute, LAIR is part of the Pooled
Money Invesiment Account (PMIA) maintained by the State of California, The PMIA oversight
is provided by the Pooled Money Investment Board (PMIB) and an in-house Investment
Commiltee with the State Treasurer's Office. The PMIB membets are the California’s State
Treasurer, Dlicctor of Rinancs, and State Controller. The value of the pool shares in LAIR,
which may be withdrawn upon request, Is determined on an amortized cost basis, which is
different from the fair value of the Agency’s position in the pool.

Custodial Credit Risk

Custodial credit risk for deposits is the risk that, in the event of the failure of a depository
financial institation, the Agency will not be able fo recover its deposils ot wili not be able to
recover collateral securities that are in the possession of an outside party., The custodial eredit
risk Tor investments 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 Ageney’s excess funds are invested,
will not be able to recover the value of the Investment or coflateral securities that are in the
possession of anothier party.

The California Government Code requires that a financial institution secure its deposits made
by state or Jocal govermmental units by pledging securities in an undivided collateral pool held
by the depository reguiated under state law (unless so waived by the governmental unif). The
market value of the pledged governmental securities and/or first trust deed mortgage notes held
In the collateral pool must be at leasi 110% and 150% of the Agency and City's deposits,
respectively, The collateral js held by the pledging financial institution’s tiust department and is
considered held in the Agency’s name or City’s name, in the case of Agency's investment with
the City Pool Investment. The Agency's investments held by the City are not subject to
custodial credit visk at Jupe 30, 2011,

As of Tune 30, 2011, $23,230,580 of the Agency’s bank balance was cxposed to custodial
credit risk becanse it was uninsured beyond the Federal Deposit Insurance Corporation (FDIC)
insurance coverage limit of $250,000, but collateralized by the pledging financial institutions as
required by Section 52652 of the California Government Code, Such collateral is held by the
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REDEVELOPMENT AGENCY OF
THE CITY OF SAN JOSE

Notes to flle Basic Financlal Statements (continued)
Jume 30, 2011

A summary of the Agency’s investments at June 30, 2011 is as follows:

Maturlty
Credit Under 30 31-180 18§ - 365 366 & Ovor
Typs of Investment Ratlng days days days days

AEde o

Pair
Value

Clty of San Jose Cash and

Tavesiment Pool Vtated $ - % - $ - § 16,106,128 $

State of California Local Agency :

Tnvesiment Fund Unrated . - 38,586,214 N
US Treasury Bills Asa/ Pilme- 1 63,346,221 - .- .
Money Market Mutual Fund Ana - 214,080 - -
Commercial Paper ‘ Al/PIT) 35,331,346 - - -

16,106,126

38,586,214
63,346,221

214,080
35,331,346

Subtotal $ 08,677,567 § 214,080 $ 38,586214 § 16,106,128

Certificales of Deposit
Petty cash
Grand Total

Restricted Cash and Investments i the Debt Service Funds

3

153,583,080
9,428,520
$00

163,013,318

Under the provisions of the bond indentures, certain accounts with trustees were established for
repayment of debt, -amounts required to be held in reserve, and temporary investments for

_ unexpended bond proceeds. These accounts are reported in debt service funds. As of June 30,
2011, the amounts held by the trustees aggregated to $129,827,980 in compliance with amounts
required to be held by the trustee. All restricted investnents held by trustees as of June 30, 2011
were invested in US treasury bills, commercial paper, money market mutual funds and LAIF, and
were in compliance with the boud indentures.

Restricted Investments in the Capital Profects Fund

In the current year, unspent tax-exempt bond proceeds from the Agency’s 2008 Tax Allocation
Bonds Series B invested in LAIR totaling $13,818,936 have been classifled as restrlcted cash and
investments as the funds are restricted based on fhe terms of the 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 projects within or to benefit the Agency’s Merged Area
Redevelopment Project subject to the various IRS requirements related to the use of tax exempt
bond proeeeds,

Pursuant to contracts and agreements made by the Agency, certain funds are required to be held in
escrow accounts that remain the property of the Agency; however, their use is resiricted for a
particular purpose, which as of June 30, 2011, are as follows:

Project/Program ~ Amount
Dr, Martin Luther King, Jr Library $ 2,295,840
ACE Charter School 950,312
The 88 Tower (Retail and Housing) 694,085
Miscellaneous Redevelopment Projects 188,203

Total other restricted depostts 4,428 530\ R ve
e -
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REDEVELOPMENT AGENCY OF
THE CITY OF SAN JOSE

Notes to the Basic Financial Statements (continued)
June 30, 2011

B. Loans Receivable
Composition of loans receivable as of Jusie 30, 2011 is as follows:

Description Loan Balance‘

1 Parcels of land sold to developers $ 1,728,360
2 HUD Section 108 loans 3,233,896
3 Rehabilitation of apartment complex ' 436,172
4 ' Hilstorle homes relocatlon loans 3,882,441
5 Rehabilitatlon of restdential units ‘ 177,563
6 Commercial building loans 10,415,398
7 Residential housing projects 16,543,506
8 Rehabllitation of historic hotel building 5,265,000
9 Small business loan program 372,310
Total loans 42,054,646
Accrued interest recelvable 4,320,807
‘Total loans and interest recetvable 46,375,453
Less allowance for doubtfal accounts (11,540,801)

Y.0ans and interest recelvable, net $ 34,834,652

1.) Over the years, patcels of land hiave been sold to commercial real estate developers in various
mixed-use projects, In one downiown tesidentiai condominium project, a non-interest beatlng
promissory note was recorded in 2007 whereby the Agency deferred a poxtion of the land sale until
the 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 yental. The amended agteement also
gave the developer the authority to subsequently convert any units back to for-sale units, The
priticipal loan and interest are due and payable when all proceeds of sold condominium units exceed
the invested capltal threshold, As of June 30, 2011, the amount due from the developer was
$1,728,360, A 100% provision for doubiful accounts was provided for the entire loan balance,

2.) In 1997 and 2007, the Agency extended loans to developers using funds obtained from the U.S.
Department of Housing and Urban Development Sectlon 108 Joan proceeds. These loans have a
20-year repayment schedule, bear interest at an annual rate of 3%, and require principal and
interest payments to the Agency on a monthly basis. As of June 30, 2011, the amount due from the
developers was $3,233,896,

3.) In 1999, the Agency extended a loan to a developer for rehabiiltation of an apartment complex.
The Joan 1o the developer has a 19-year repayment schedule, bears interest at an annual rate of 3%,
and rtequires principal and inlerest paymenis to the Agency on a monthly basis, As of
Tune 30, 2011, the amount due from the developer was $436,172,

4,) The Agency relocated hisloric single-family homes to vacant lots in downtown San José, These
homes were provided to families and a non-profit agency, which provided the interior and extetior
improvemenis, 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 octupancy of the house ceases or the property
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REDEVELOPMENT AGENCY OF
THE CITY OF SAN JOSKE

Notes to the Baslc Financial Statements (contiuned)
June 30, 2011

is transferred to anyone other than the owner by any method other than inheritance, the
manortzed portion of the loan shall become due and payable in full. Unpaid principal shall bear
an interest rate of 8% per annum, The total Joans of $3,882,441 have been offset with a 100%
provision for dowbtful accounts as it is anticipated that these loans wili be forgiven,

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

6.) The Agency extended various Joans to propecty ownsrs for the rehabilitation and improvements
of commercial buildings, These loans accrue interest at various interest rates and are due within 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 the amount of $645,000 was made for anticipated wrlte-offs.

7.) The Agency entered into Disposition and Development Agresments with vatious developers for
the construction of residential housing units in redevelopment project areas. The fundlng assistance
extended by the Agency was converted to Joans 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 2003, the Agency amended and restated a Dlsposition and Development Agreement with
a developer recognizing a loan for the rehabilitation of a historic hotel building. The loan lias a 60-
year repayment scheduie, bears no interest, and requires principal payments to the Agency on a
semi-annual basis starting in fiscal year 2020-202{. As of Tune 30, 2011, the amount due from the
developer was $3,263,000, A 100% provision for doubtful accounts was provided for the entjre
loan balance due to the extended timeline before payments commence, ’

9,) In June 2002, the Agency Boaid approved the creation of the Small Business Loan Program to
be administered by he Clty’s Office of Bconomic Development (OBD) and to be funded by the
Agency with pon-tax increment funds, The program offered reduced-rate loans to smail businesses
located In Downtown and Neighborhood Business Districts, In July 2008, administration of the
program was transferred from OED to the Agency, The Agency has not funded the program since
then. As of June 30, 2011, the outstanding loans totaled $372,310.

Other Loans

In 2005, a developer assigned its Commercial Rehabilitation loan with the Agency (o a new entity
by assuming all the rights, title, interest, and obligations as borrower, The loan was restructured,
has a 13-year term bearlng interest at an annual rate of 4%, and requires princlpal and interest
payments t¢ the Agency on an anpual basis, The loan agreement stlpulated that on each consecutive
anpiversary of the opening date of the business, the new borrower shall deem to have been paid
one-seventh of the original loan Including Interest if it continues its grocery business operations in
the premise. Because of this arrangement and anticipation that the new borrower will continue its
business operatlons on the premlse, a 100% provision for doubtful accounts was provided for the
entire loan balance of $650,909 as of June 30, 2010. On June 21, 2011, the Agency Board
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~ Notes to the Basie Financinl Statements (continued)
June 30, 2011

approved: the forglveness of the loan and all accrued jnterest in consideration of a covenant to open
and operate a delicatessen in Downtown San Jose for not less than 3 years. As security to open a
delicatessen for business within 360 days, the borrower execnted a Deed of Trust of lts San Jose
grocery store and in case of default, liquidated damages of $70,000 shalt be paid by the borrower to
the Ageney.

C. Deferred Revenue and Unearned Revenue

At June 30, 2011, the various components of deferred revenue and unearned revenue reported In
the governmental funds and governmental aclivities were as follows:

Ainount
Amounts considered unavailable (deferred levenue), as reported in the
fund financial statements:
Related to loans receivable $ 31,528,770
Amounts considered unearned;
Related to developers contributions $ 2,760,349
Related to other long-term yecejvables 42,250
Total uncarned revenue, as reported in the fund financial statements $ 2,802,599
D. Interfund Balances and Transactions
The compositlon of borrowlng between funds as of June 30, 2011, is as follows:
Due from Other Funds: Due to Other Funds: Amount
Capital Projects Fund * Speeifal Revenue Fund $135,147

The $135,147 represents the amount to be retumned to the Agency by. the City's Housing
Department from its low-moderate incomé housing funds, as a result of County’s over remittance of
supplemental assessments in the month of June 2011,

The composition of interfund transfers for the fiscal year ended June 30, 2011, is as follows:

Transfer In Poud . Transfer out Fund Amount
Merged Debt Service Fund Capital Projeets Fund $ 33,921,863
General Fund Capltal Projects Fund 3,240,913

Total » $ 37.162.776

The $33,921,863 represents the net transfers from the capital projects fund necessary to make

required debe service payments and the $3,240,913 represents transfers to the general fund to cover -

general and administrative expenditures.
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For the fiscal year ended June 30, 2011, the change in accumulated redevelopment project costs
consisted of the following: ‘

Disposltion/
June 30, 2010 Additlon Transfer June 30, 2011
Nondepreciable:
Land held for redevelapment $ 117,412,508 & 620,305 $ (54,093,395) § 63,639,418
Consfruction jn progress 19,355,001 1,260,650 - 20,615,651
Total Non depreciablo 136,467,509 1,880,955 (54,093,395) 84,255,069
Depreclable:
Bullding o 8,059,792 (8,059,792) -
Total Depreciable . $,059,792 (8,059,792) -
Less: accumulated depreclation
Building - 7,589,237 (7,589,237) ’ -
Total Deprociable, net - 470,553 (470,555)

,Total Accumulated Project Costs, Net _$ 136,467,509 § 2,351,510  §  (54,563,950) 3 84,255,069

During the year, the Agency received from the City of San Jose the Oid City Hall property, which
is comprised of jJand and buildings in exchange for the Falimont Parking Garage,
MACLA/Movimiento de Arte y Cultura Latino Americana property, and Fairmont Hotel business
interest (see Other Capltal Assets disclosure)., The laud where the O1d City Hall is located has a
baok value of $444,374 and the OId City Hall bulldings have a net book value of $470,555 (net of
accumulated depreclation of $7,589,237), The Old City Hall property was subsequently transferred
to the County of Santa Clara as part of a Setflement Agreement in seftlement of past year’s revenue
sharing pass-through obligation with the County (see Note 1II- D Tax Sharing Agreement and Othet
Payinents to the County of Santa Clara for details)., Various parcels of land with a cost aggregating
$175,931 located in the Agency’s Merged Project Area were also acquired for future development,
Construction project costs ($1,260,650) were added during the year, which include BEdenvale
Community Center ($641,394), San Jose Municlpal Staditm'’s transformer replacement ($334,780),
4" St/San Pernando Garage retall improvements ($260,000) and other projects ($24,476),

In addition to the Old City Hall Jand ($444,374), varlons parcels of land held for redevelopment
aggregatlng  $13,527,353 were also disposed, as follows: 101 San Fernando residential
($7,010,500), Colonade Retail ($1,496,466), Fairmont Hotel Annex ($4,000,000) and
Autumn/Tulian Street property ($1,020,387) were transferred in accordance wlth Purchase
Agreements in exchange for monetary consideration; elght parcels of land aggregating fo
$29,197,411 were also transferred to San Jose Dirldon Development Authority, a Jolnt Powers
Authority authorized pursuant to a Joint Exercise of Powers Agreement between the City and the
Agency to allow for future development and infrastructure in the - Diridon station area such as high
speed rail, BART, and potential sports stadinm; two parcels of land with aggregate book value of
$4,601,932 were transferred to the Clty of San Jose in exchange 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 Ageney owned land with an aggrégate book value of $19,343,000 were used to secure
the Letters of Credit obtained from JPMorgan Chase Bank supporting the Agency’s 1993 and 2006
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Debt Service Payments
1213112041

Principal

" Interest

Others :

LOC Fees & other fees
ERAF payment

Other hank fees

4th Street Garage Parking

Total Princlpal, Interest & fees
Less: Housing

Total Dabt Service Payment - SARA SJ

Attachment‘C P?f g/ //@ S

72,335,000.00
52,622,116.36 7

r
919,204,47 .
2,245,247.00 -

-
6,422.00 3,169,963.47

1,681,396.25 .

129,808,476.08 4
16,689,933.00 ¥

113,118,643.08 -
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Deht Service« Principal
1213112041

G/l Date/Payt Date
81112011

81172011

811712011
8/1/2011

8/1/2011
8172011
8/31/2011

8/1/2011

8172011

812011

8/1/2011

8/1/2011
7/21/2011

8/1/2011
8/1/2011
81172011

10/26/2011

Amount

9,400,000.00

606,000.00

1,960,000.00

3,265,000.00

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

3,215,000.00

300,000.00

2,840,000,00
1,840,000.00

4,680,000.00

1,070,000.00

2,300,000,00
1,410,000.00

3,710,000.00

14,640,000.00
10,265,000.00

8,775,000.00

33,680,000.00

8,785,000.00

Explanation

2002 Tabs Principal Payment

2008 D TAB Principal Payment

2007A ~TAB Principal Payment

2008A Tabs Principal Payment

1996 B Tabs

1896 A Tabs

2003 A Tabs

1997 Tabs Principal Payment
2003 J Tabs Hsny

2005 B Tabs Hsng

2003 K Tabs - Hsng

2010 Serles C - Hang
2010 B TA Bonds HSng

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

Convention Center Principal Payment

ArvacH o Po y / "




£ e

ook a3 S \ﬂ’,_g.:
ﬁ'{mﬁ‘?? 34 Té}’ ) P

7/26/2011 174,900.00 HUD 108 Masson-Principal 8/2011DS

712612011 165,100.00 HUD 108 Dr Eu-Principal 8/2011 DS .
7/262011 600,000.00 HUD 108 CIM Block 3- Principal 8/2011
712612011 745,000,00 HUD 108 Story & King-Principal 8/2011

Total D/S 72,336,000.00




Debt Service - Interest

12/31/2011

GILDate

8/1/2011
8/1/2011

8/1/2011

812011

- 8112011
8/1/2011

8112011
8112011

8/1/2011
8/1/2011

713112011
7131/2011
718112011
73112011

812011

8/1/2011

8/314/2011

8/31/2011
10/26/2011
10/26/2011
10/26/2011
10/26/2011
11/30/2011
11/30/2011
11/30/2011
11/30/2011

Amount

484,212.50

3,114,006.88

3,598,210.38

375,725.00
1,540,760,00

1,916,475.00

6,861,076.00
9,668,571.256

76,429,646.25

1
408,892;50

4,486,262,50

4,895,165.00

2,667,769.38

939,660.38

3,607,318.76

5,122.26
1,183.66
1,893.70
1,676.74
766.16
789.03
4728
4,120.08
8,201.08
2,791,49
4,689.60
2,087.67
5,163,283
1,623.29

2489.04°

2,400.83

Explanation

2002 Tahs Interest Payment
2003 Tabs Interest Payment

2006 A-T Int Payment
20086 B Int Payment

2006 D Int Payment
2006 C Int Payment

2007A nterost Payment
2007 B Intersst Payment

20088 Tabs Int Payment
2008A Tabs Int Payment

2003 A/B Tabs - 100

2003 A/B ~ Tabs 100

1996 A/B Tabs - 21

1006 A/B Tabs - 21

1996 B Tabhs ~ 21

1996 A Tabs ~ 21

2003 A/B Tabs-01(to -04)Sep09
2003 A/B Tabs ~ 100

1996 B Tabs ~ 21

1996 B Tabs - 21

2003 A/B Tabs ~ 100

2003 A/B Tabs-130

2003 A/B Tahs - 100 Oct 2011
2003 A/B Tabs-130 Oct 2011
1986 B Tabs - 21 Oct 2011
1986 B Tabs ~21 OCt 2011

AEVHCH € o {,i,,{’3




1213112011
12131/2011
. 1213472011
12/31/2011

8/1/2014

8/1/2014
- 8/1/2011

8/1/2011
B/1/2011
81142011

811/2011
10/31/2011
10/31/2011
10/31/2011
12/31/2011

8/1/2011
8/1/2011
* 8172014
8/1/12041

8/1/2011

4,249.63
2,360.68
3,604,37
1,008.03

52,458.04

169,847.50

910,378,765~
2,836,143.76

3,846,622.50

142,283,12
497,356.26
240,793.75

880,433.12

467,631.00
1,427,390.63
66,676.00
116,356,20

446,061.77

2,503,004.60

985,050.00

3,486,808.76
1,676,500.00
4,871,120.38

10,090,878.13

506,860.00

T
\K 611/2012 ) 3,380,166.256
H._...W"I._»-;;—_‘l”

7126/2011

712612011

100

1,466.18

prted €49 Tho

2003 A/B Tabs ~ 100
2003 A/B Tahs~130
1998 B Tabs - 21
1906 B Tabs - 21

1997‘ Tahs Interest Payment
2003 J Tabs - 17

2006 B Tabs-32

2003 K Tabs - Hshg
1997 E Tabs - Hsng
2006 A Tabs - Msng

2010 Series G - Hsngy

2010 A-1 TA Bonds Hsng - F
2010 A2 TA Bonds Hsng i
2010 B TA Bonds Hsng

2010 Series G ~ Hsng

1993 Tabs -Interest Pymnt
2005A Tabs «Interest Pymnt
2006 B Interest Payment
2004 Tabs Interest Payment

W pevse m Aatt

1999 Tabs, Interest Payment VA }w{ Lot ’;‘
~
&4":«";’? &gé‘f’,qas ?}‘(:s
Convention Genter Bnd Interest payment / ‘A ? ad o -»vff
HUD 108 Admin/Service Fae

Hud 108 Masson-Interest 8/2011




pTTHCAT & ﬁ? &?’[!29

7/26/2011 1,300.19 HUD 108 Dr Eu-interest 8/12011
712612011 14,539.29  HUD 108 CIM Block 3- Interest 8/2011

712672011 19,446.17 HUD 108 Story & King-Interest 8/2011

Total 62,622,116.36
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PTTELY, £} 5 if;

County of Santa Clara

Finance Agency
Controller-Treasurer Department
Property Tax Division

70 West Hedding Strest, East Wing
San Jose, California $6110-1705
(40B) 2992841 FAX 298-7452

Part A
. Yots]

Property Tax revenue advances [for Jan 1, 2012 thru Jun 30, 2042 ROPS) $ B7,661,833.00 V/
Loss: Max, RPTTE Obligation spproved by OOF for Jan to Jun 2012 {46,954,862.00}
Lessi Re-Certifled 5t ROPS SA Admia Cost 5/18/12 (3,362,527,00)
Balance after 15t ROPS ’ 39,344,400,00
Cradit appliod to certified 2nd ROPS {32,344,400.00}
Cradit applied to curtified 2nd ROPS SA Admin cost } -
Batance owed by the SA after June L distdbution 4 -

Fart B
Deposits Property Tax from allsources Into the RETTF (for Jul 1,2012 thru Dec 31, 2012 ROPS) ) $ 82,903,23694
L.ess: County Auditor's admin costs {156,189.01)
Less: SB 2557 Ptay Admin Fee (2,386,163.29) (2,542,352.30}
Net Avaitable for Distibution under H&S 34183 80,360,934.64

Alloeatiog ofM.Qne)'i Ia RPYTE

Prlorlty L - Pais-lhrough Paynrents (See Below) ) (18,579.360.37)
Total Amoeunt avaliable to distribute fo Successer Agency 1o pay ROPS obligations W g/‘//
Priorlty 2 - Recogalzed Payment Obligations - Max, RPTLF Obligations Approved by BOF for Jul fo Beo 20£2 (128,675,492.00) ’
Credit from overpald apportioniments I the Ist half year 39,344,400.00 (89,33),092,00)
tusufficient Fund Balance for ROPS - s CGIsws) (27,349,517.73)
Priarily 3 - Successor Agency Admla Costs (min of 3% aMloc to RPTTF or $250k) - Re-certified 2nd ROPS §723/12 . ' - Eliminated under 34183 (b)
Priority 4 » SCO Invoices for Audit & Oversight - i any . -
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QTY OF &

SAN JOSE . . Successor Agency to ﬂ%é Redevel‘opment Agency

CAPITAL OF SILICON VALLEY

May 1, 2012

Vinod K. Sharma

Director Finance Agenoy

Santa Clara County o
76 West Hodding Street, Bast Wing, 2™ Floor
San Jose, CA 95110 Lo

Subjeot: Notification of Insufficienoy of Funds
Dear Mi, Shatnia '

* Pyssuant o Redevelopment Law ABX] 26, Seotion 34183 (b), the Successor Ageney to the 1,
i Redevelopment Agency of the City of Sait Joge (“Suicesior Agenoy™) sibmits this lstter to 4
notify the Gounty of Sdnta Clara Audifoy Controllst that the fotal amount availabls fo the .
Sudcessor Agstioy fioin the Redevelopinerit Propeity Tax Tust Fihd (RETTF) dllocation fuhds
ate insyftiofent to meet the payrment abligations gs ideritified on. the draft ROPS, Yor the peflod
coveiing July { through December 31, 2012, This Ingludles funds transfered fiom the-former
' Redevalopinent Agency and funds that have or Wil become availdble thiaigh assets sales and all
vedevelopment opeiations. The projectsd defivi, s foraeasted on the attached Cash Flow
workshéet 15 $17,875,000, } T
Please call me or Abyghiam Andrade, Chief Binarivial Offiver; to disouss the oash flow aud Draf}
ROPS at your convenience at 408-795+1849 or 408-795-1821, tespectively.

Slhcerely, .
Richard A, Keit ‘

Managliig Director

Aftathnient

¢t John Guthtie

200 ‘E:as‘t Santn C]alfaléi.;_ 1% Flgot, Sfi‘ﬁ"\i&éé GA 95113 ol (40§) 5358500ﬁzx(408) 2635755 %ili;i:z.s‘fi‘réd.e_.véﬁpﬁ‘ieht.brg



LB E f
TTaJecTonT 13
'(ngm slzd(zgja
“TTatnal Ah Adjusted . j
Avsilivlednd - P Sutpibh
Dillbulite tn ux§(sxanl'lo ey
. ; = conipllarice with P 63
8 ; LTI S
l‘l‘otal'fexmmmcnls : 1) - 155,361,000 - 1&4,361,000
{8 [rediat Deductons Per HES 348 (2) andl’(m‘w&eéﬁ o k .
Q| 1S 34182 Adiiin Cost - foritrolléd reagufar: R (25@\060
[0 ] -Reig84 {2300
[ {Total Initiat Dedudtions allowe pyriias 31152 tqlg&:TBE,é S (?éSOOOD
14 L. o
¢ 13 Aﬁtdup)[\vﬁﬂghlg for Distibutivhs fHH&E 34U @ (), laan) JIET IR0 | A6T813,000
¢ P 1
18] Cunem Year ABI1250 Fass ihmoﬂ&sailee (A 0] ‘ (1,867,000) (Iﬂé?,OOOj
_.;”.‘g‘. ics e Rass-thay (pee ROES) H&samz(a)m .
7Hasasor Passnhmm(:oumy(Subordmaaedebx)(~93$sum1 LA
1g] . . (ASSUMPTION D IR) ™~ (19013,000)% u,esmoo)
19| Balande Avallable for Second Priortiy Clainis $1 162,793,000 7,593,000 |

-

22| Bcg,hmmgCoshBﬂanceHouslng - -
EEl
| 22 ]

Beglinbig Cash Balagice Moy Hansing . L
74 n«evsFum\st\md from Bord Trsitees 19,011,000 13'011,000
DB]  tnterest Tucorne from Houdlyig & Other
26 | Houslng Resepvé Biowght foavard [swubgo i 19,01’,1,(&)_0, L
(7] SileotAgenty Asials NABiLo0ol ... ,,““145}4,933 »
28| Qtlwr (R, Lodn Rtepayments, Palcipalion Payments) 72000
29 Non Ho\\stngkqeewu l‘nnd Broughl Forvand ) 3,50, o g, ,SGCSOOO
[B0]  Relitnd froiny SERAF (ASSUMFTION ) .
Ed Taial qg\dlllqha} fesolirced avallable ) ATA13090, (: 33, 113,&02
32 I'o(aj Re;o\l s;\va!!abh {orﬁc(ond Prioilly Clalns 8] 2030110008 22],0)7,090
EX] e<o Gxlly a n'enls or 1148 3‘!183{1 (2 il
EAl (Tt boml pinﬂs( vevenute bands, sthee roquired d664 on ROVS)
35 | Housin g
B8] Senlor DibeSetvice Paytnents (G183 - ((28) - qa535,000) {24,535, 0
Sub. Dbt Garvien (33183 - (9 (2B)
Bond Adm(n Cost {34183+ (5] (20) {Ress Fl:\andal) (Z;l (00)!

Tonfrfterela) Papert’e{ymen\s (H183 - () (2A)
)’ro;m‘. U’vliga!(ons @ag. (\) <)
Obtizaitons by lave (4163 42) 5y o
Resérte Obligation (31185 2 () (3¢} . (fg ee‘wbo)
Non-Houslng,

(;lo: Deht Se}vltg 3
l'lml Agem dipastis B 2-8) gt 9?';‘@0)
Sl eb Service - US Babk {31183 - () (A) . 4745,000)
!.éu‘er* of C,rcdll npi fodd Admly FRS G183« (3) (2.€) ,
ch1lly Diidlig Copickels (31 18 @) 2 C)

Refunbuespident T Gty 'Qbligatons - SBRAR Fean Dayotépt, 4t
Sieeel Gw;;e, Coventig Cerfer (4433 « (a (2:C) & l;\slbm) 395 56
RUD' 108 Loan Tulesust/PrinsTpal Payment (34183 » (2) (G} 01905/ 000) 0,005600)
Coumy Couty ﬁeuleméi\h Intérest plus Brincigal (35193~ (a) {2Q) {713,000) {#13,000)
f\;dgmenls ;3”@} @, iz Q) B .
. Reterve fot Subdhlinate Dbt Sorvics 1ASE UMETION 1,
SERAY Lot Repay (34183« () 2C) (ASSUMPTION 2)

©523000)
MOOCOO)

N
1. szac_\,zés;ou;o)y (zsszesmn (363670000)
gtal Shoxifall Dafore the thicd priority phyment Bh wdmin fee) 1) 32352000 . nsgosoum oo,
gerfﬂcfl?nsperé%é341&3@)Jlf;:wuglglcynlf;l‘paylw e - L ,,-(’«‘)

ifedgmsmmm trepayment o) L6ity IaXstint )

o]

%t‘ﬂlﬂ‘%‘%ﬁ-sf%l:i‘ztz‘%i#ﬁ:%}% Aial'%}'-fs!i%w%l‘slalsétﬁ&gr' :

Ageintulafed Cotily pasa iitd la be added badk on ROFS o . (41,362,005}
ln!eres!sadded (0% p.ad ) (2,349,950)
Amguiitavallable (Insufictency) for Thled Xdogly Clalm 1Kints] (d5,406,060)
6%, Ve Prlorlty Balms per & ’ ,
HA AdmiaFes (Houslng &npr-housing) |1 (2468 ooo)'g {3,964.000)
ARG SPE L DS RGN AT 1o iy i Py o i | et [ )
At Sloeliral Del (e o Casty g (35.021.0307 2R
Ciituiitaltve Strfetutnl DYl | {52691,080)
I'erAgmcy‘s spreaiieeh Susplus/ (eficth) QA7,154,000)
Recondlistionffems;
Hons!ugxesewé notacchunted on 8§ wis 19,011,000

Nor Hqus!ng"resem notacounted on S svfs
Fiind Bataned (207 2:50%) ¢/ wot oh Cotinly w/s
Lounty HES 3301 Passthroughnoton b wfs
oty Setileniedt

AdJustsd Agduey's spreadshiest per tcmncﬂ'éd Herdg

Per Abovezpreadeheel strugtural thlwl {deficite}

DI[ ferents
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Department of Finance ~ Housing Frequently Asked Questions

o

Q. Is the low and moderéte Inéome housing set-aside required or an enforceable |
obligation under AB X1 267

A. The low-moderate income housing set-aslde Is not a continulng obligation. Thus
payments that would have been made Into the fund In the future had the redevelopment
agency continued to exist should not appear on the Recognized Obligation Payment
Schedule (ROPS). While redevelopment agencles Inay have deposited property taxinto
thelr Low and Moderate Income Housing Fund (Low-Mod Fund) prior to Febtuary 1,
2012, no new obligatlons should have been made against those funds after June 28
2012, Funds which would have been deposlted into the Low-Mod Fund to pay for
enforceable housing obligations, such as payments for housing bond debt servics,
should be placed on the ROPS. )

Q. Do the housing assets transferred to the sponsoring agency or local housing authc;rity
Include funds or other monetary assets In the Low and Moderate Income Houslng Fund? *

A, Unencumbered funds in the Low and Moderate fncome Houslng Fund are speclfically
provided to the taxing agencles for distribulion as property tax In Sectlon 34176, Funds
that are encumbered by enforceable obligatlons may be retalned 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 Is the same as it Is for all other
.obligations of the former redevelopment agency. For example, plans,.resolutlons,
~ project deslgnations, or other acts of the agency proposing fo construct, puy, lease, or
remodel housing, that were not speclifically contracted for with an external party prlor to
June 28, 2011, are not enforceable obligations, No obligations should have been
created agalnst the low~moderate houslng fund after June 27, 2011,

QRO PItposES of AB:X1 26; what 58 holsing dssét that'can transfer: to*the housing

SUCCEES0 2,

A. Housing assets to be transferred to the houslng successor agency must be approved
by the overslght board and thus are also subject to review by Department of Finance. In

our view, houslng assets are:

1. Any real property, lnterest in, or restriction on the use of real properly, whether
improved or not, and any personal property provided In resldences (such as
fumiture and appllances) that was acquired for housing purposes (slther by
purchase or through a loan) in whole or part with funds from the Low and
Moderate Income Housing Fund (Low-Mod Fund). The share of the asset value
that should be considered housing agssets should be proportlonate to the share
of ownership of the asset that Is held by the successor agency or If ownesrship
shares are not deflned by contract, In propottion to funding provided by the
redevsloprent agency In proportlon to the total funding for the project,

2. Any funds that are encumbered by an enforceable obligation to bulld or acquire

" jow and moderate income houslng as low and moderate income housing are
defined hy the Community Redevelopment Law. For thls purpose, an
enforceable obligation Is defined the same way It Is for AB X1 26 generally.
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We expect that most low-mod housing acqulred with redevelopment funds will have -
long-term or permanent affordabillty covenants. on If and thus will have little or no market
value, While we expect that most housing built or acquired with low-mod funds will have
long-term restrictions on rents and sales that were required by providers of other
financing Involved In the projects, there may be Instances where this is not the case, If
the redevelopment agency had sole titie to the housing and it was not bullt with any low-
mod funds and thus is a market rate propetiy, any rentai revenus, or procesds from sale,
and the property itself, are not housing assets that transfer to the housing sticcessor,

We also expect that some projects involving housing are mixed use and could Include
governmental-use properly, commercial property, market rate housing, and housing that
meets the Community Redevelopment Law definition of low-mod housing. Whlle we
would expect that slgnificant amounts of low-mod funds were not used {o acquire -
cormmercial property or governmental-use properly per ss, there could be situations
where tille to the varlous types of properties Is In the name of the redevelopment
agency. Property salé proceeds or revenue streams should be apportioned betweeon the
low-mod fund and other funders, Including the redevelopment agency genetal fund,
Such assets may transfer to the housing successor only with approval of the oversight
board, The successor agency may prefer to hold and manage the asset.
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COUNCIL AGENDA:  06-12-12
ITEM: 9.1

. T~
SAN JOSE . Memorandum

CAPITAL OJFF BILICON VALLBY
TO: HONORABLEMAYOR . .~ TROM: Richad A, Keit
AND CITY COUNCIL/SUCCESSOR Leslys Carsiglia
AGENCY BOARD Jenntfer A, Maguire

SUBJECT: 2011-2012 BUDGET ACTIONS AND  DATE: May 21,2012
COOPERATION AGREEMENT
RELATED TO SUCCESSOR AGENCY

Appz.zovcd W%ﬁm B Dafo é %’ % a ‘—

. RECOMMENDATION

1. Adopt City Appropriation Ordinance and Funding Soutces Resolution amendments to
yopeal Ordinance,No. 29029 and Resolution No, 76133 in the Redevelopinent Obligation
Retirement Fund, .o '

2, Adopt City Appropriation Ordinance and Funding Soutces Resolutlon amendments fox
20112012 in the Low and Moderate Jncome Housing Pund fo atnend Ordinance No.
29027 and Resolution 76131, to be effective from July 1, 2011 through January 31, 2012,
as outlined in Attachment A. T

3. Approval by the City Counci] and City Council in its capacity as the Successor Agency
Board of a Cooporation Agreement between the City of San Joié and the Successor
Agensy to the Redevelopment Agency of the City of San Jose for Operating Expensoes
February 2012 through June 2012..

QUYCOME

Approval of the ordinance and resolution actions pertaining to the Successor Agoncy and
Successor Housing Agenoy Budgets continues to faoilitate: the winding down of the former
Redevelopment Agency’s affairs and the fransition to Suceessor Ageticy and Sucoessor Housing
Agenoy; and, the continuation of the coopetation agresment outlining City expenditures on
behatf of the Successor Ageney.
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HONORABLE MAYOR AND CITY COUNCIL
May 21,2012 -
Subject: 20112012 Budget Actions and Cooperation Agreoment Related {o Successor Agency

Page 2

BACKGROUND,

On Janvary 24, 2012, the City Council and the City Councl] in its capacity as the Successor
Agenoy approved actions 1o establish the Redevelopment Obligation Retivemént Fund consistent
with AB X1 26 and approved the formal transfor of assets and Habilitles from the former
Redevelopment Agency to the Successor Agenoy. Funding was budgeted for the period of
Pebruaty 1, 2012 and June 30, 2012, to excoute the responsibilities of the Successor Ageioy, and
reflected the most cutrent information at that time, Since January, the Administiation has been
wotking to transition the former Redevelopment Agency internally with a multi-depattmental
team as-well as closely coordinating with the Santa Claxd County to refine analysis of the inten

. and impacts of the legislation governing the Successor Agenoy and its finances. :

Tn addition, pursuant to the requitements outlined in AB X1 26; the Successor Agency must
prepate an administrative budget as well as a Recognized Obligation Payment Schedule (ROPS)
every six-months for the City Counoil in its capacity as the Successor Agency Board as well as
the Oversight Board to teview and apptove, These requirements have bestr fnet with the
prepatation and submittals of administrative budgets and ROPS for both the perlod February 1
through Juse 30, 2012, and Jly 1, through December 31, 2012, which wese considered and
approved by the City Couneil as Successor Agency Boaid and the Oversight Board. )

ANALYSIS'

Successor Agency and Successor Housing Agency Budget Adjustments -

On Jatvaty 24, 2012, a nuimber of actions were brought forth approving the establishment of the
Redevelopment Obligation Retirement Fund and amending the authority over the Low and
Modetate Income Houising Fund from the City designating it to be a Successot Agency Fund,
Upon further analysis, it has been determined it is not appropriate for the budget to be approved -~
by City ordinances as previously recommended and approved by the Board, To continme to '
refleot the separate nature of the Successor Agenoy operations fromn the City’s operations and
_ remaining consistent with the intent of {he Je gislation, the administration recommends that the
~ Febsuary 1, 2012 through June 30; 2012, Successor Agency five month budgeted City
appropriation oxdinance and funding sources rosolutions be sepealed in the Redevelopment
Retitement Obligation Fund and amended in the Low and Moderate Incomme Housing Fund to be
effective from July 1, 2011 through Jannary 31, 2012 (as discussed in more detail below). '
Authority for financial activities begluning Februaty I fox both the Successor Agenoy and the
Successor Housing Ageney have been provided through the approval of the scheduled payments
for enforceable obligations as detailéd on the ROPS and will continue to be approved as part of
the bi-annual ROPS in future years. ' .

A second action taken on January 24, 2012, was the fransfer of all affordable housitg assets fo
the City, as the Successot Housing Agency. This action included the transfey of the loan
portfollo holding moré than $550,000,000 represonting over 900 loans, Jand held for future
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HONORABLE MAYOR AND CITY COUNCIL
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.Subjectt 20112012 Budget Actions and Cooperation Agreement Relafed to Siteeessor Ageney
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lhousing development, and leases and conitacts. Tn further review of AB X1 26, it bas become-

olear that encumbeted coniracts and other affordable housing projects obligated 1o be completed

should be treated as housing assets and will also be transferred to the City as Successor Housing

Agency. Additionally, cash balandes generated fiom. Joan repayments were also transferred to

the Quceassor Housing Agency, The City established a new City fund, the Affordable Housing

« Tnvestmenit Fund (Fund 346) to manage all of the affordable housing assets which will be
managed as a patt of the Cily budget Infoture years: As mentioned above, the expendttures in
the Lowe and Modetate Incore Houging Fund (Fund 443) will be approved as a part of the bi-
animal ROPS in future years, Therefore, the recommended Appropriation Ordinance and

. Funding Source Resolution actions related to the Low and Moderate Housing Income Fund in
9011-2012 aze related to the Hmited time perfod of July 1, 2011 to Janvary 3 1, 2012 and the

transfer of assets to the Successor Housing Agency.

Cooperation Apreement between the Clty of San José and the Successor Agency

On June 17, 2011, the City Council approved the 201 1-2012 Cooperation Agteements for 1)
Capital Improvement Projects in the Merged Redevelopment Area and 2) Operating Expenses
between the City of San Jose and the Redevelopment Agency. Effective Pebruary 1, 2012 AB
21 26 invalidated those agresments, On Apxil 12, 2012, the Oversight Board adopted a
resolution authorizing the Successor Ageney to entet ifito & Cooperation Agreement with the
City of San José for Operating Expenses from February 1, 2012 through June 30, 2012, under the
tetms previously established in the invalidated Cooperation Agreement, The Coopetation

* Agteement is recommended for City Counedl approval to continue already budgeted funding and
support fot the remainder 0£2011-2012. ' )

It should be noted that there has been a slgnificant conptribution of City steff resoutces to the
inoreased activity assoclated with the winding down and transition of the former Redevelopment
Agency’s business transactions. Dueto the limited financial ability of the former :

" Redevelopment Agency\Suacessor Agency, the amounis funded in today’s budget action and
shown in the cooperation agreoment do not fully cover the City’s costs. '

Tax Increment Projections

Successor Agency-and City staffs have been engaged in conversation with staff from Santa Clara
County in an effort o find consensus on the implementation of AB X1 26. The County Auditor-
Conirollers Office is responsible for the distibution of tax increment to all Successor Agenciés
inthe County, Assumptions used.in this memorandumn to determine the amount of tax increment
for the 20112012 budget year have not yet been confitmed by the County.,

| EVALUATION AND FOLLOW-UP

Successor Agency steff will continue to return o the City Councll and the Successor Agency
Boad tegarding Oversight Boatd actions and budgetaty authotlty through the bl-annuel approval
of the Recoguized Obligation Payment Schedule and Adminisirative Budget. .
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PUBLIC QUTREACH/ANTEREST

v Criteria 1; Requires Council action on the use of public funds equal to $1 million ot
 proater, (Required: Website Posting) . )

1 Criteria 2: Adoption of anew ox revised policy that may have implications for public
health, safety, quality of 1ife, ot financlal/economio vitelity of the City, (Required: It

, mall and Website Posting) B

Bl Cuiterin 3: Consideration of proposed changes to service delivety, programs, staffing that
may have impacts fo community setrvices and have been identified by staff, Council or a
Community group that requites speoial outreach, (Required: K-m all, Website Posting,
Community Meetings, Notice in appropriate newspapers) ‘

"This action meets Criteria 1 above and will be posted to be considered by the City Couneil on the |
June 12, 2012 meeting, : .

COORDINATION

'fhis item was coordinated with the City Attorney’s Office,

CROA
Exempt, File No. PPlz—OOE‘L

’ ) / | ‘ . ‘ . ' .'
W W : ' (/ %uww;

RICHARD A. KEIT ' . DHSIA% CORSIGLIA>
Managing Director Housing Ditector ™™~
Successor Agency

C@n ;@09@ , m@w«u

THNNIFER A, MAGU S

Budget Director S '

For questions, please contact Abe Andrade, Chief Fiscal Officor of the Successor Agency (408
795.1821) or Rache! VanderVeen in the Housing Depattment (408 535-8235).

Attachmiont At Statement of Source and Use of Furids Low and Modetate Tncome Housing Fund
and apptoprlation reoommendation language. :

1
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LO\‘; AND MODERATE INCOME HOUSING ¥UND (443)
STATEMENT OF SOURGCE AND USE OF FUNDS

Aiasi P By j%i
- ATTACHLENTA

2014-2012

20102014 . 20142012 + 20112012 ¢ Recoramandesd
. ' Actual Adopted Mod(fled Chisnges Revised Modllled
SOURCE OF FUNDS
Beglnntng Fund Balance .
Contlngency Resorve 160,000 160,000 169,000 0 160,000
Reserva for Encumbrences 40,380,601 1 40,380,001 16,760,626 0 10,760,926
Reserva for Enfor¢esbls Qbllastons Q 1) 0 0 o
Retironient Pre-Paymeni Resesve 66,220 56,220 66,220 0 58,220
. Unresldeled . 10,832,240 11,021,802 9,688,174 10,934,365 28,622,640
‘Folal Baginalng Fund Balance 58,460,481 51,690,183 20,077,324 18,934,365 39,611,680
Revenuas . .
20% Tax Inerament 38,120077 34,022,168 17,634,000 0 17,534,000
Commerelet Paper Proceed 1,200,000 746,008 0 0 )
Homebuyer Subogdlnation Feo 12,640 4,200 2,680 0 . 2,680
lntorest 170,491 260,000 100,000 0 100,000
Loan Repayments 17,709,043 £592,000 392,000 1.803,118 2,365,418
Miscelianeous Revenus 20,761 00,000 50,000 100, 160,000
Mis-Faay Peof Oanershds Trenster Foo [ 2,650 0 0
el Bord Sa'o Proceeds 10,032 1] 0 ] 0
Reveldng Laan Fd - Tohr Hsag Prgm 303,617 55,000 65000 ° ! 7] 55,000
‘forel Reventies £6,166,401 41870841 18,133,680 2,693,118 70,226,786 )
Translers ' !
Gensral Fund (GASE 3:4/35) 39,843 1} ] 0 0
Radayelapenent Ob¥gation Retrament Fund 0 .0 7420000 (8,658,000) 18,884,000
Tolal Treastors 36,649 ) 17420060 - 73,655,000) 13,664,000
TOTAL SOURCE OF FUNRS 116,696,706 93,261,424 §6,231,001 17,411,461 78,702,482
USE OR FUNNDS .
Expendiures .
Allomsy Nen-Pare/Equlp 7,783 16,724 4,724 0 4,724
Altorney Personal Sarvices 644,474 496,232 - 392,188 0, 382,169
Cliy Mot Non-Persiequly 16,56 18,375, 8,376 , 0 ;
Qlly Figr Porsonal Services 19,184 27,012 16,886 0 16,668
. Goprneroisl Pepar Dobt Senico 652,236 745,003 745,003 (608,272) 138,731
Tox Allocatlon Bond Debl Service 25,357,262 24,987, 24,087,855 {1,613,66%) 23,354,000
Finencs Porsons) Services 158,698 216,001 62411 0 62,411
Hazard Hillgation Grant Malch . 84,858 800,000 100, 0 . 600,000
Homiedess Mamt Info System Suapart 1,6€0 0 ] 0 0
Homevanar Hduoation Pragrom 139,870 57,000 0 1] [1] .
HR Persoral Services 28, 30,022 18,649 0 18,649
* Hsg NomPers/Equip 724,160 795,64 05,684 57802 163,843
Hzg Pessonst Services 6,097,004 6,747,061 2884588 4] 2,084,658
Hso Predevelopment Aclivity 3,641 100,000 Q 0 ]
Hsg Rehab Laan 2,671,499 3,000,000 476,000 {326,000} 60,000
Info Tech Porsonal Sarvices 148,733 0 0 9 0
Loan Managemont 130,368 260,000 ¢ 280,000 {250,000) . 0
Housing Loans end Gronls 22,579,288 41,200,000 9,326,834 {631,861) 8,794,073
Oyerhead 864,480 §66,100 656,100 [0 $58,100 ,
PBGE person] Services 74,000 0 0 0 0
PW Non-Pers/Equip 6076 1,650 8,650 0 3,650
© PW Peisond! Bervices 130,002 180471 81,840 0 81,040
Renlal Assistenca Web Seaich 0 31,000 0 0 0
Sana Olara County Houslng Trust R 250,000 250,000 0 0 ]
SIRALgaN ‘ 12815668 0 0 Q 0
‘Teacher/isl Time Buyer Loan Prog: 856,000 1,000,000 60,000 9 50,000
Workere' Gomvip Clalms 86,721 160,000 20,000 0 - 20,000
Tole) Expenchures 74,060,068 50,689,640 A0,742,337 . G20y TR ATIGSS
Transtors .
Olty Hal'Dobt Sarvics Fund 817,436 726,856 126,856 0 745566
Pederaled Rellrement Fund 0 0 185,654 0 {65,654
Aftdble Hsg lavstant Fund ] ] 0 16,834,345 16,934,346
Genersl Fund - HRPayroll Systom Upgrada 0 24,243 24,243 0 24,243
Benarel Fund - Loan Onig, & Mitmg Fas 187,600 . ] ] 0 0
Rebipmns ObEgation Refirement Fund 0 0 ] 5,600,000 £,600000
Tatal Translers 1,104,838 760,099 915,653 24534245 20,449,696 .
£nding Fund Balance . '
Conlingency Reserve . 160,000 160,000 [} 0 0
Resonvs for Encumbrancas 20,716,298 40,360,001 10,780,928 0 10,780,928
Reliremenl Pre-Payment Resedve 68,220 58,220 0 0 0
Reservs for Enfccaable Obigations 0 0. 3,702,085 {3,792,085) 0
Unrestrited 0,636,176 1,262,664 0 0 0
‘rolal Ending Fuid Balence , 39,611,086 41,821,185 14,673,011 {3,792,006) 10,780,928
TOTALUSE OF FUNDS - ° 116,696,706 93,261424 66,231,001 17,471,481 73,702,462
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'Y hereby certify that theie will be available for appropuiation in the Low and
Moderate Income Houging Fund in the Fiscal Year 20112012 monsys In excess of
fhose heretofore approprlated therefrom, said excess being at least $2,093,116,

<&J‘IFER A, MAGURE
Budget Direotor



Wﬁwﬁ’;;ﬁ;/? '
ATTACEMEBRNT A

1. Adopt the following Appropriation Ordinance énd‘l’ﬁmdmg Sources Resolution
amendments in the Low and Modetate Income Housing Fund:

@, Incroase the Beginning Fund Balance by $18,934,365;

b, Inorease the revenue estimate for Bawned Revenue by $2,093,116;

o, Decrease the revenue estimate for the Transfer from the Redevelopiment
Obligation Retitement Fund by $3,556,000;
Bstablish a Transfer to the Affordable Housing Investment Fund by $18,934,345;
Establish a Transfor to the Redevelopment Obligation Retirement Fund by
$5,600,000; .
Deotease the Housing Loans and Granis appropriation by $531,861;
Decrease the Reserve for Enforceable Obligations by $3,792,085;
Decrease the Housing Rehabilitation Loan.appropriation by $325,000;
Decrease the Loan Management appropriation by $250,000 ,
Decrease the Commerolal Paper Debt Servige appropriation by $608,272;
Dectease the Debt Service appropriation by $1,613,555; and
Inotense the Housing Non-Personal/Byuipment appropristion by $57,909.

b

o

= e ,’_.—"U'Q b
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5 . FROJECYED 12 Jotat
Uy AUOUST SGPYCMEGR OCTODTR HOUEMOER DECEMOER JANUARY FEBRUASY. MARCK APRIL MAY JUNE TOTAL for Cavnty
BRCE
eV U .
_mun><>=.>ah CASH DALANCE (XX 7 40790486 20354319 22 237,661 22546804 237395542 23.414,657 DEeaTT ] 1ABGEAIS | 1ABERSTR | 14719248 | 14255934 | 13254638
\ N
|TAX INEREMENTS INCL SE B13] - - - - 3363287 1551634 12432350 - 97,397,228 a2t
d - —
INTEREST 55,521 82521~ 4505 5358 5,071 5,730 4206 5144 2181 3243 9018 80238
COAN REPAYMENTS.
Profect [an sencduled ropaymonts 9,528 w.nmn 7012 172 6,252 - X7id 40677
Project lant; NCFIRoGIag2! Roceip: 7apoymants 487,780 451474 101,004 114487 153,732 1,026,485 207686
Project 097 Schoduled paydowns. - 26,1 3 26,104 20,908
Ono-{ime rOpTYMOTY OVeNts - 88206 83308 83,500
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The County of Santa Clara - County of Santa Clara Calls for Transparency and Accuracy ...

County of Santa Clara Calls for Transparency and
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 sufficlent funds to
cover all of its former Redevelopment Agency (RDA) debt service. This call is a.result of Inquiries from
Wali Street concerning misleading and Inaccurate statements made about the City’s |nablllty to meet its
obligations on redevelopment agency debt.

The Clty of San José 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 attentlon away
from Its own Imprudent financlal management by asserting that the County of Santa Clara Auditor-
Controiler is “causing” this supposed default,

“These assertlons are slmply untruel” sald County Executive Jeffrey V. Smith. “The City will NOT default
upon thelr redevelopment bonds uniess they make. an Intentional effort to do so. Nothing that the
Audltor-Controller has done, or will do, will cause the City to defaultl” -

The new state law, ABX1 26, mandates that the City provide certaln flnanclal information to the Auditor-
Controller In order to assess Its ability to pay its bonded debt. That Information Is then sent to the state
for analysis of the redevelopment funding. The City has delayed thelr production of the financlal
information for weeks, and that has delayed the abllity of the Auditor-Controller and the state to
produce such a plan.

On the evening of Election Day, the City finally began to praoduce some of the needed information. That
financial Information, produced by the City, shows that there is adequate funding to pay ALL former RDA
bond debt service that had previously been backed exclusively by the resources of the RDA. There will
be no reason for the Clty to default upon any bonded indebtedness from the previous RDAI

“San José's situation is one-of-a-kind In that prior to ABX1 26, the RDA and has long faced a crushing
debt burden that resulted from going beyond the original intent of the redevelopment law - eliminating
blight,” sald County Finance Director Vinod Sharma. “The County has been actively Invalved in
reassuring thase halding bonds from the City’s former redeveiopment agency that there Is no reason to
he concerned about a defauit, desplte the confusing messages from the City leadetship.”

“If the City woulid 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 pian that
assures a smooth transitlon,” Smith continued. “The “cry wolf” approach that has apparently been
adaopted by the City staff Is NOT an effective financlal 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 debtl Perlod!”

Media Contact: Gwendolyn Mitchell, Office of Publlc Affairs, (408) 299-5119; Orry Korb, Assistant County
Counsel {(408) 299-5902
Posted: June 8, 2012

http://www.sccgov.org/sites/opa/mr/Pages/County-of-Santa-Clara-Calls-for-Transparency-an...
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Andrews Arn

From: Vossbrink, David
Sent: - Friday, June 08, 2012 4:12 PM

To: Campos, Xavier; Chu, Kansen; Constant, Pete; Herrera Rose; Kalra, Ash; Liccardo, Sam: Nguyen,
Madison; Oliverio, Plerlmgl Pyle, Nancy; Reed, Chuck; Rocha, Donald
Ce: Figone, Debra; Shikada, Ed; Doyle, Richard; Deignan, Patricia; Cooper, Julia; Keit, Richard; Duenas,

Norberto; Andrews, Arn; McGurk, Michelle; Low, David; Wright, Lenka; Antonio, Rhovylynn; Fedor, Denelle;
Fong, Stephanie; Furman, Pete; Garcia, Josue; Groen, 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 regarding a news release issued by the County of
Santa Clara this afternoon that asserts that “the Cily of San Jose has been informing Wall Street that it
wifl defautt on its former Redevelopment Agency bonded debt obligations. Additionally, the City has been
altempting fo divert attention away from its own imprudent financial management by asserting that the
County of Santa Clara Auditor-Controfler is “causing” this supposed default.”

The release quotes County Executive Jeff Smith saying,

“These assertions are simply untrue!” said County Executive Jeffrey V. Smith. “The City wilf NOT
default upon their redevelopment bonds tinfess they make an intentional effort fo do so. Nothmg
that the Audltor~Controlle/ has done, or will do, wilf cause the City to defaultt’

“If the City would simply comply with the state taw by producing accurate and timely financial
data, the Auditor-Controller and the state could do their jobs and develop a revenue disbhursement
plan that assures a smooth transition,” Smith continued. “The "cry wolf” approach that has
appareritly been adopted by the Cily staff is NOT an effective financial management tool, and
shows amenormous disrespect to the RDA bondholders. The truth is that the/e will NOT be a
defauit upon San Jose RDA bonded debt! 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 learnad 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 speaking
to the market through the news media regarding the City's credit and our obligations to bondholders,

The City, of course, 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 te litigation or to a debate through news releases, itis
disappointing that the County has talen this tone regarding a very complex and critically impertant
financial matter that affects the lives of residents of both the City and the County.

David

David Vosshrink

Dircctor of Communications, City of San José

Q: (408) 535-8170 | F: (4108) 920-7007

david vosshrink@sanjoseca. goy | wwi,sanjfoseca, gov
200 East Santa Clara Streer, [7¢h Floor

San José, CA 95113

6/8/2012
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P.O. Box 2600
Valley Forge, PA 19482-2600

June 6, 2012
ViA E-MAIL
City of San José
Attn: Debra Figone, City Manager
Attn: Julia H. Cooper, Director of Finance
200 East Santa Clara Street, 13th floor
San José, CA 95113

Re: Potential Event of Default; Redevelopment Agency of the City of Sah José

We are aware of various news stories related to a dispute between the City of San José (acting In its
capacity as the Successor Agency for the San José Redevelopment Agency) and Santa Clara County with
respect to the order In which increment revenues previously attributable to the Redevelopment Agency
are paid. It Is our understanding from the legislation with respect to the dissolution of redevelopment
agencles In California, as well as various materials posted on the State Department of Flnance’s website,
that debt service is speciflcally 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
storles seems contrary to the spirit of the legislation—and certalnly contrary to bondholders’ interests,
partlcularly 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 entire 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 disagreements
between the City and the County discussed in the press do not appear to be related to the underlylng
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 decislons with respect to the
Redevelopment Agency’s cash flows that are Inconsistent with its fiduciary and legal obligations,
particularly in light of the fact that pass-through payments to the County are specifically subordinated to
bondholders by contract—a contract which the County and the Redevelopment Agency executed. As
major Investors in bonds from various County entities, this is extremely troubling. At over $1 bitilon as
of this wtlting, these Investments are substantial, Those holdings include over $240.1 million of City-
related credlts, Including the Redevelopment Agency.

Thank you again for your support of bondholders’ interests In this matter. Please contact me
{610.669.6341 or robert_auwaerter@vanguard.com) or our California analyst, Ron Mintz (610.669.5329
or ronald_mintz@vanguard.com), with any questions or comments on this matter.,

Very truly yours,

I A Wy el

Robert F. Auwaerter
Princlpal and Head of Fixed Income




EXPERIENCE COoMMIETNMENT STREHWNGTH

June 7, 2012

Via Mail Delivery, Facsimile and Email

Vinod Sharma
Auditor-Controller

County of Santa Clara

70 West Hedding Street
San Jogé, California 95110

John Chiang

California State Controller
PO Box 9842850
Sacramento, CA 942850

Ana J, Matosantos
Director of Finance
Department of Finance
915 L Street
Sacramento, CA 95814

Re:  Redevelopment Agency of the City of San José
Merged Area Redevelopment Project Tax Allocation Bonds and
Housing Set-Aside Tax Allocation Bonds

Ladies and Gentlemen:

We have reviewed the “notice of potential event of defauli”, dated June 4, 2012, filed
with the United States Securities and Exchange Commission by the City, as successor agency.
We have attached this notice for your convenience and review. The notice informs 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 Redevelopment Agency of the
City of San Jose (the “Agency™).

MBIA Insutance Corp. has issued numerous insurance policies, which 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 Arca Redevelopment Project Housing Set-Aside Bonds jssued 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 his letter to the County Board of Supervisors dated June 1, 2012,

B national
o public finance
= | guarantee

Natlonal Public Financs Guarantes Corporation 113 King Streel, Armonk, NY 10504  1-914-765-3333 www.nallonalpfg.com




June 7, 2012
Page 2

the intent of ABIX 26 is clear in its mandate to protect bondholders, We expeot that this
mandate will be respected, as it must be under the United States and California Constitutions.

Accordingly, we urge the County not to take any action which would jeopardize the
timely payment of the Agency’s bonds, and we urge the State Controller to review and reverse
any actions taken by the County Auditor-Controller which would have this result.

As bond insurer, we are entitled to enforce the bondholders’ rights and remedies under
the various documents pursuant to which the bouds wete issued. These remedies include, among
others, the right to seek an injunction to prevent any action which would impair the ti ghts of the
bondholders in violation of the United States or California Constitutions. We hope that no action
will be taken by the County (or any other party) which would compel us to exefcise these ri ghts.

| Sincerely, .
Daniél E. McManus, Jr,

General Counsel

ce: Julia Cooper, Acting Director of Finance
. City of San José
Richard Doyle, City Attorney
City of San José
Miguel Marquez, Santa Clara County Counsel

SF1 1866494v.4
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UBS first take

% UB S ‘ Wealth Management Research 6 June 2012

San Jose RDA

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 agencies 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
payments on outstanding bonds (ABX1 26 Section 1).

The San Jose Redevelopment Agency (SJIRDA) 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 over 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 SIRDA, disputes the amount of
compensation owed to the County.

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

Thomas MclLoughlin, aha!yst, UBS FS
thomas.mcloughlin@ubs.com, +1 212 713 3914

Joseph Krist, analyst, UBS FS
joseph.krist@ubs.com, +1 212 713 3959

San Jose RDA ratings

B

" Source: Rating agencies, WMR as of 6 June 2012

This report has been prepared by UBS Finandial Services Inc. (UBS FS).
Please see important disclaimer and disclosures at the end of the document.”




UBS first take

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
fo 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 of RDA 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 SIRDA) 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 use 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.

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 94mn of
outstanding variable rate demand obligations (VRDO)

San Jose RDA bond price
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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 could 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 concudes 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 ABX1 26. It calls for payments to be made
first for required 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

Wealth Management 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 refeited to as UBS SA. This publication is for
"your information only and is not intended as an offer, or a salicitation 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 abtained from sources believed to be reliable and in good faith, but no representation or warranty, express of implied, is
made as to its accuracy or completeness (other than disclosures relating to UBS 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 thase expressed by other business areas or divisions of UBS as a result of using
different assumptions and/or criteria. At any time UBS AG and other companies in the UBS group (or employees thereof) may
have a fong 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 therefore 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 ather areas, units, divisions or affiliates of UBS. 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 account the particular
investment objectives, financial situation and needs of our individual clients and we would recommend that you take financlal
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 without 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 clalms 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 Financlal Services Inc., a subsidiary of UBS AG. UBS Securities LLC is a subsidiary of UBS AG
and an affiliate of UBS Financial Services Inc. UBS Finandlal Services Inc. accepts responslbility 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 appraved by any securities or investment authorlty in the
United States or elsewhere,

Version as per June 2011,

© 2012, The key symbol and UBS are among the regisiered and unregistered trademarks of UBS. All rights reserved.
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County of Santa Clara

Finance Agency

County Government Center

70 West Hedding Streel, East \ing, 2nd Floor
San Jose, California 95t 10-1705

{408} 299-5205 FAX: (408) 287-7G29

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 José Redevelopment Property Tax
Trust Fund

Dear Mr. Lolas:

As you are aware, recent events concerning the San José Successor Agency have
caused concern in the bond market. We believe that it is in everyone’s interest to
calm 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 José 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 supervisors: Mike Wasserman, George Shirakawa, Dave Cortese, Ken Yeager, Liz Kniss
County Exccutlve: Jeffrey v, smith '
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Review of Distributions from San José Redevelopment Property Tax Trust Fund
June 11, 2012
Page 2 0of 2

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 José, California

cc:  Miguel Marquez, 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 José Successor Agency







