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AGENCY RESPONSE

On September 14, 2012, the Santa Clara County Auditor-Controller, Vinod K. Sharma submitted
the attached Notice of Objection to the Recognized Obligation Payment Schedule (ROPS) for the
January 1, 2013 through June 30, 2013 period. These objections are in addition to the items
discussed at the last Oversight BOard meeting and resolved in the interim through language
mutually acceptable to Successor Agency and County staff to the ROPS 3 Notes, which were
subsequently submitted to the State Department of Finance with the ROPS 3.

With one exception, the objections reflect typos and other oversights that the Successor Agency
agrees should be revised. We expect the State Department of Finance (DOF) to make the
appropriate modifications pursuant to its authority under the Health and Safety Code.

The only item that remains in dispute is the treatment of the Reserve for the Housing Set-Aside
Bonds - Line Number 57 as identified in the Objection letter and on ROPS 3, The County
maintains that this amount should only be $2,400,673, the amount needed to pay actual debt
service in August 2013. The amount included by the Successor Agency on ROPS 3 is
$7,888,325, which is calculated based on the flow of funds as defined by the Housing Set-Aside
Bond Indentures. These documents establish a Housing Special Fund, to be held in trust by the
City on behalf of the former Redevelopment Agency, into which all Housing Set Aside amounts
are required to be deposited for the purpose of paying debt servic~ on outstanding Housing Set-
Aside Bonds. Only when all required transfers (principal and interest payments and the bond
reserve requirement) have been made to the Fiscal Agent for the Bond Year (i.e. prior to August
1) may the funds remaining in the Special Fund be used for any other purpose.

The law provides that the Oversight Board may refer any disputed findings of the County
Auditor-Controller to the DOF for a determination of what will be approved for inclusion in the
ROPS. This direction to have the DOF determine disputes was provided in the Oversight
Board’s Resolution No. 2012-08-1026, adopted on August 23, 2012. ¯
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Successor Agency staff will update the Oversight Board as necessary when the DOF has made
its determinations regarding ROPS 3.

EXECUTIVE OFFICER

Attachment



County of Santa Clara
Finance Agency
Controller-Treasurer Department

County Government Center
70 West Hedding Street, East Wing 2nd floor
San Jose, California 95110-1705
(408) 299-5205 FAX 287-7629

NOTICE OF OBJECTION TO ROPS

City of San Jose Successor Agency
200 E. Santa Clara St. 14th Floor
San Jose, CA 95113

Friday, September 14, 2012

City of San Jose Oversight Board
200 E. Santa Clara St. 14th Floor
San Jose, CA 95113

D̄epartment of Finance
915 L Street
Sacramento, CA 95814

ROPS Period: January 1st, 2013 to June 30t~, 2013 period
Successor Agency:City of San Jose

To the Successor Agency, Oversight Board, and Department of Finance:

Pursuant to Health and Safety Code section § 34182.5, my office has reviewed the Recognized
Obligation Payment Schedule (ROPS) submitted by the above-noted successor agency for the above-
noted period. After reviewing all items and funding sources, the Santa Clara County Auditor-Controller
objects to the following items and/or funding sources on the submitted ROPS:

Board of Supervisors: Mike Wasserman, George Shirakawa, Dave Cortese, Ken Yeager, Liz Knlss
County Executive: Jeffrey V. Smith
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Line Funding Reason for Objection
Source

38 Series 1996B & 2003B RPTTF T~e Successor Agency incorrectly
(Merged Area) reported the Total Outstanding Debt or

Obligation amount for this item. That
amount should be $366,678 not
$514,128 as listed on the ROPS
submitted to the DOF.

It is the County Auditor-Controller’s
understanding that the Successor
Agency has agreed to this revision and
is relying upon the DOF to make an
appropriate modification ptirsuant to
Health & Safety Code, § 34179(h)
upon receipt of this Objection by the
County Auditor-Contr011er.

60, 61 C0n;cention. Center - ~TTF The Successor Agency incorrectly
Series 2001F stated the Contract/Agreement

Execution Date for these items. This
date should be 09120/2001, not
09/20/2011 stated in the ROPS
submitted to the DOF.

it is the County Auditor-Controller’s
understanding that the Successor
Agency has agreed to this revision and
is relying upon the DOF to make an
appropriate modification pursuant to
Health & Safety Code, § 34179(h)
upon receipt of this objection by the
County Auditor-Controller.

57 Reserve pursuant tO H&SRPTTF The Successor Agency has listed~
34171 (d)(1)(A) for amount of $7,888,325 to be set aside as
funding debt obligations a reserve for Housing Set-Aside Tax
due in the next ROPS Allocation Bond (TAB) Debt Service
period pursuant to Health & Safety Code,

§ 34171(d)(1)(A). (This is clarified in
the NOTES tab of the ROPS.)

Pursuant to Health & Safety Code,
§ 34171 (d)(1)(A) the amount of the
reserve should be limited to the

Board of Supervisors: Mike Wasserman, George Shirakawa, Dave Cortese, Ken Yeager, Liz Kniss
County Executive: Jeffrey V. Srnlth
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insufficiency to pay obligations for
"the next payment due in the following
half of the calendar year." However,
based on numbers provided by the
Successor Agency, the debt service
payment for Housing TABS due in the
second half of 2013 is $18,033,196.41.
The available amount from the June
distribution for the payment of this
debt is estimated to be $I 5,632,523.87
using the Successor Agency’s
calculations. Therefore, the reserve
required to be set aside to cover an
insufficiency for uneven debt service
payments for Housing TABs should be
$2,400,672.54. The County Auditor-
Controller therefore objects to the
Successor Agency’s listing of the
rese.rve amount of $7,888,325.

110 SERAF’Loan Origination’~/A The Successor Agency has represented
and Monitoring Fee that this item is tied toLow Moderate

Income Fund 1 (Line.Item 108). Line
Item 108 was removed from the ROPS
by the Successor Agency under
direction from the Oversight Board.
Therefore, this line item (t 10) also
should be removed from the.ROPS.

It is the County Auditor-Controller’s
understanding that the Successor
Agency has agreed to this revision and
is relying upon the DOF to make an
appropriate modification pursuant to
Health & Safety Code, § 34179(h)
upon receipt of this objection by the
County Audito.r-C0r~.troller.

Board of Supervisors: Mike Wasserman, George Shirakawa, Dave Cortese, Ken Yeager, Liz Kniss
County Executive: Jeffrey V. Smith
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The Administrative Cost Allowance should be reduced accordingly to reflect the items set forth in this
objection letter.

Please note that items and/or funding sources not questioned during this review are subject to
subsequent review if they are included on a future ROPS. We also reserve the right to object to an item
and/orfunding source (including, but not limited to, the use of fund balance) on a future ROPS, even if
no objection was made on a preceding ROPS. Additionally, we note that the interpretation of the
Master Indenture (Notes TAB for Lines 1-17) is the subject of pending litigation between the Successor
Agency and the County of Santa Clara.

Finally, we note that the Successor Agency removed several items from the ROPS after the County
Auditor-Controller objected to these items. These include line items 89, 105, 106, 107, 108, 111,112,
113, 114 and 116. To the extent that the Successor Agency places these items on any future ROPS, the
County Auditor-Controller hereby reserves the right to assert objections at the appropriate time.

Sincerely yours,

Vinod K. Sharma, C.P.A.
Director of Finance
County of Santa Clara

Attachment: ROPS as submitted to the Department of Finance by Successor Agency

Board of Supervisors: Mike Wasserman, George Shirakawa, Dave Cortese, Ken Yeager, Liz Kniss
County Executive: Jeffrey V. Smith
































