County of Santa Clara
Finance Agency

County Government Center

70 West Hedding Street, East Wing, 2nd Floor
San Jose, California 951 10-1705

(408) 200-5205 FAX: (408) 287-7629

Friday, October 5, 2012

Hon. John Chiang, State Controller
P.O. Box 942850
Sacramento, CA 94250

Ms. Ana Matosantos, Director
Department of Finance

915 L Street

Sacramento, CA 95814

Oversight Board for the San Jos¢ Successor Agency
200 E Santa Clara Street
San Jose, CA 95113

City of San José Successor Agency
200 E Santa Clara Street
San Jose, CA 95113

Re:  San José Redevelopment Agency Agreed Upon Procedures Report Pursuant to
Health and Safety Code Section 34182

Dear State Controller, Department of Finance, Oversight Board, and Successor Agency:

We present this Agreed Upon Procedures Report for the San José Redevelopment Agency
(“Agency”) in accordance with Health and Safety Code section 34182. This report is presented
in several sections, with attachments including tables for the establishment of assets and
liabilities. The majority of the agreed upon procedures were performed by Burr Pilger Mayer,
retained under contract by the Santa Clara County Finance Agency.

By law, the purpose of this report is to establish the assets, liabilities, and other indebtedness of

the former redevelopment agency, as well as to document and determine any passthrough
payment obligations to taxing entities. Below, we highlight the major findings.

Major Findings
Assets

Section 1 shows all assets that were available upon termination of the Agency on January 31,
2012. These have been divided into two components: (1) Assets Transferable to the Housing
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Successor Agency and (2) Assets Available for the Successor Agency under the Purview of the
Oversight Board.

There were several significant adjustments to assets listed by the Successor Agency:

1. The report identifies $726,214 in prepaid housing administrative expenses that are assets
of the Successor Agency, to be returned to it by the City of San José, as further described
in Section 3, Item 1.8. The Successor agency does not contest this finding.

2. The audit identifies $82,000,000 in duplicate liabilities for the Successor Agency
connected to a purported $54,439,060 housing receivable resulting from the 2010 SERAF
loan from the Housing Fund to the Agency. The receivable collapses because of the
disallowance of the underlying debt liability as an enforceable Agency obligation for
repayment. This item is further described in Section 9. In essence, this receivable was a
conduit for the repayment of underlying debt ($40 million of the 2010 Series C Housing
Bonds and $12 million from the City’s Commercial Paper program, plus associated
interest and fees). Since this underlying debt was transferred to the Successor Agency
and is listed on the ROPS for repayment, the pass-through liability to the Housing Fund
collapses to avoid double-counting the same liability.

3. Unencumbered housing cash of $10,155,043 was restored to the housing cash balance
available for the Successor Agency to meet its obligations as of February 1, 2012. This is
further described in Section 8.

4. Property transferred to the Diridon Development Authority and City in March 2011
(during the claw-back period) is added back as land and capital assets and is further
explained in Section 3, Items 1.15 and 1.16.

Total established assets for the Successor Agency were $516,136,529. A full listing of the
Agency’s real property is in Section 5.

Liabilities

Section 2 shows all established liabilities and other obligations at January 31, 2012, totaling
$3,892,998,542. All adjustments to obligations listed by the Successor Agency are explained in
the references in Section 3.

The major adjustments to liabilities included:

1. As described above and in Section 9 of the report, related to the write-down of the $54
million receivable for the 2010 SERAF loan, $82 million in liabilities is disallowed. The
$82 million number comes from adding interest and various fees to the underlying $54
million receivable.
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2. A handful of contracts were signed on June 28, 2011; per AB 1484 and a court decision,
contracts entered into after June 27, 2011 are void.

3. An increase of $14,772,000 related to the City’s Commercial Paper program, as
described above and in Section 9, related to the 2010 SERAF loan.

Also listed in Section 2 are three loan obligations that were invalidated as of February 1, 2012,
under Health and Safety Code sections 34171(d)(2) and 34178(a) as agreements between the city
and former redevelopment agency. Pursuant to AB 1484, when the Successor Agency receives a
“finding of completion” from the Department of Finance, these loan obligations are eligible for
restoration under certain conditions and upon Oversight Board approval. One of the conditions
is that the obligations must be recalculated from origination at the rate earned by the Local
Agency Investment Fund (LAIF)." Accordingly, Section 2 shows the recalculated amounts,
should all relevant conditions be met and the obligations are restored as enforceable.

Passthrough Obligations

The Agency has one negotiated passthrough and numerous AB 1290 (statutory) passthrough
obligations. Section 4 outlines the passthrough procedures. Of note, the Agency is accruing a
penalty liability, compounding at 10% per annum, for unpaid passthrough owed to the County of
Santa Clara.

Asset Transfers

The tables in Section 1 detail the transfers identified by the audit. Of these, numerous properties
transferred to the Diridon Development Authority and City of San José in early 2011 are subject
to claw-back actions by the State Controller’s Office as required under Health and Safety Code
section 34167.5. Accordingly, these assets have been restored as Successor Agency assets.

Respectfully submitted,
| |

\ &LL\QU_NU._ /N

Vinod K. Sharma, C.P.A.

Director of Finance

County of Santa Clara

! Health and Safety Code section 34191.4(b).
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City of San Jose Redevelopment Agency

Establishment of Assets at 1/31/12
County of Santa Clara Auditor Controller

(Per ABX1 - 26 Section 34182)

Section 1

Unaudited Adjustments Established
Balance per Per
NO.|Description RDA Books Increases Decreases Auditor/Controller
1/31/2012 Ref Amount Ref Amount Ref 1/31/2012
Assets Transferable to Housing Successor Agency
1|Cash and investments - encumbered housing funds $ 8,779,302 - - $ 8,779,302
2|Prepaid expenses 726,214 - 726,214 1.8 -
3|Loans receivable 261,746,479 - - 261,746,479
4|Advances to other funds 67,254,728 - 54,439,060 | Section 9 12,815,668
5[Property held for development projects 20,771,003 1.14 - - 20,771,003
Sub-Total 359,277,726 - 55,165,274 304,112,452
Assets Available for Successor Agency
6|Cash and investments - unrestricted - committed 8,887,540 | 1.1 - - 8,887,540
Cash and investments - restricted for debt service
7|reserve funds and other restrictions 80,109,894 | 1.3 - - 80,109,894
Cash Reserves Restricted for Final Bond Payments -
8A|Housing Funds 41,708,758 | 1.1 - - 41,708,758
8B|[Cash and investments - debt service housing funds 6,249,723 | 1.1 - - - 6,249,723
9[Cash and investments - housing funds - unrestricted 10,155,043 | Section 8 10,155,043
Accounts receivable:
10| Accrued interest 5,688,652 1.4 - - 5,688,652
11| Due from the City of San Jose 178,856 | 1.5 726,214 1.8 - 905,070
12| Due from other agencies 50,906 - 50,906 1.6 -
13| Other 259,237 - 101,630 1.7 157,607
14|Loans receivable 30,560,622 1.12 - - 30,560,622
15[Advances to the City 830,362 1.10 - - 830,362
16|Deposits 155,315 1.13 - - 155,315
17|Land 66,036,261 53,805,036 | 1.15, 1.16 - 119,841,297
18|Construction in Progress 976,695 - - 976,695
19|Depreciable capital assets 124,931,297 84,978,654 | 1.15, 1.16 - 209,909,951
Sub-Total 366,624,118 149,664,947 152,536 516,136,529
Total Assets| $ 725,901,844 $ 149,664,947 $ 55,317,810 $ 820,248,981

Source: City of San Jose Redevelopment Agency and City of San Jose Housing Department




City of San Jose Redevelopment Agency
Establishment of Transfers
January 1, 2011 to January 31, 2012

County of Santa Clara Auditor - Controller
(Per ABX1 26 Section 34177)

Section 1

Schedule 1: Transferred from the City of San Jose RDA to the San Jose Diridon Development Authority
TS Asset
Contracted to 3rd
Description of Asset Date Placed Date of Amount Party pre
No Transferred Purpose of Transfer in Service Transfer Transferred From Transferred to Transferred 6/28/11? Attachments APN/Asset No.
261-35-003
Future development projects . San Jose Diridon 261-35-006
1 105 S. Montgomery Street] in the Diridon Area 2/2/2006 3/9/2011 ity of San Jose RDA Development Authority $6,356,157.78 No 1-10, 1-11, 1-12, 1- 561-35-010
13, 1-14, 1-40, 1-41
92 S. Montgomery / San Jose Diridon 1-10, 1-11, 1-12, 1-
2 547 W. San Fern. 5/17/2007 3/9/2011 City of San Jose RDA Development Authority $1,362,308.34 No 13, 1-14, 1-40, 1-41 259-38-019
5/17/2007 ] San Jose Diridon 1-10, 1-11, 1-12, 1-
3 102 S. Montgomery 5/17/2007 3/9/2011 City of San Jose RDA Development Authority $1,234,922.85 No 13, 1-14, 1-40, 1-41 250-48-012
115 S. Autumn St./ San Jose Diridon 1-10, 1-11, 1-12, 1- 259-48-011
4 510 W. San Fern. 6/30/2007 3/9/2011 City of San Jose RDA Development Authority $6,345,391.03 No 13, 1-14, 1-40, 1-41 259-48-013
San Jose Diridon 1-10, 1-11, 1-12, 1-
5 150 S. Montgomery St. 6/21/2006 3/9/2011 City of San Jose RDA Development Authority $6,250,860.00 No 13, 1-14, 1-40, 1-41 259-48-053
San Jose Diridon 1-10, 1-11, 1-12, 1-
6 645 Park Ave. 6/25/2008 3/9/2011 ity of San Jose RDA Development Authority $6,000,000.00 No 13, 1-14, 1-40, 1-41 261-35-014
San Jose Diridon 1-10, 1-11, 1-12, 1-
7 8 S. Montgomery 6/30/1992 3/9/2011 City of San Jose RDA Development Authority $1,588,087.11 No 13, 1-14, 1-40, 1-41 259-38-130
Total Transfers $29,137,727.11
Schedule 2: Transferred from the City of San Jose RDA to the City of San Jose
TS Asset
Contracted to 3rd
Description of Asset Date Placed Date of Amount Party pre
No Transferred Purpose of Transfer in Service Transfer Transferred From Transferred to Transferred 6/30/117? Attachments APN/Asset No.
Consideration given for
8 500 S. 1st Street land acquisition of Old City Hall 9/23/2008 6/30/2011 [City of San Jose RDA City of San Jose $2,420,966.50 No 1-20, 1-40, 1-41 472-26-037
Block 1 Fairmont Hotel Properties acquired and
9 Plaza developed for public facilities| 1/1/1970 3/9/2011 City of San Jose RDA City of San Jose $2,240,965.20 No 1-20, 1-40, 1-41 259-41-087
10 California Theater 9/1/1985 3/9/2011 City of San Jose RDA City of San Jose $67,675,958.35 No 1-20, 1-40, 1-41 264-29-114
11 Autumn Street Extension 4/9/2009 3/9/2011 City of San Jose RDA City of San Jose $377,068.00 No 1-20, 1-40, 1-41 259-29-041
259-25-050, 259-25-
Autumn Street Extension 043, 259-25-051, 259-
12 Akatiff Properties 6/1/2010 3/9/2011 City of San Jose RDA City of San Jose $4,669,614.00 No 1-20, 1-40, 1-41 29-067, 259-29-094
Autumn Street Extension
13 435 West Julian 6/22/2010 3/9/2011 City of San Jose RDA City of San Jose $400,753.00 No 1-20, 1-40, 1-41 259-25-002
264-30-010 thru 028,
14 Balbach Parking Lot 8/4/2000 3/9/2011 City of San Jose RDA City of San Jose $14,557,943.02 No 1-20, 1-40, 1-41 264-30-136
Temporary Convention
15 Center CIP 3/9/2011 City of San Jose RDA City of San Jose $7,149,195.30 No 1-20, 1-40, 1-41 10148
500 S. 1st Street Consideration given for
16 (MACLA) acquisition of Old City Hall 9/23/2008 3/9/2011 City of San Jose RDA City of San Jose $153,500.00 No 1-20, 1-40, 1-41 472-26-037
Fairmont Garage Parking Consideration given for
17 Structure acquisition of Old City Hall 7/31/2001 3/9/2011 City of San Jose RDA City of San Jose $10,000,000.00 No 1-20, 1-40, 1-41 259-41-090
Total Transfers $109,645,963.37

Source: City of San Jose Redevelopment Agency

RECAP to Section 1 - Assets
Total Transfers per schedules above _$

Section 1 Asset Increases
Land
Depreciable capital Assets
Total Increases

Line 17
Line 19

138,783,690

53,805,036
84,978,654

13 3,690




City of San Jose Redevelopment Agency

Establishment of Transfers
January 1, 2011 to January 31, 2012

County of Santa Clara Auditor - Controller

(Per ABX1 26 Section 34177)

Section 1

Schedule 3: Disposed by City of San Jose RDA to Non-Governmental Third Parties
Description of Asset Date Placed Date of
No Disposed Purpose of Disposal in Service Disposal Seller Buyer Book Value Amount Sale Amount Attachments APN/Asset No.
Ciquidation of assets in
order to fund future
18 101 San Fernando redevelopment activities 4/23/1998 7/9/2010 City of San Jose RDA Essex San Fernando L.P. $7,010,500.00 $7,010,500.00 1-30, 1-40, 1-41 467-23-096
467-45-073 thru 075,
Liquidation of assets in 467-45-086,
order to fund future 467-45-097,
19 The Colonade redevelopment activities 1/1/1969 6/15/2011 [City of San Jose RDA Chardonnay Associates $1,496,466.16 $1,195,000.00 1-31, 1-40, 1-41 467-45-098
Ciquidation of assets in
order to fund future
20 ock 1 Fairmont Hotel Annd redevelopment activities 1/1/1998 5/31/2011 ity of San Jose RDA Imwalle Annex HBD LLC $4,000,000.00 $3,925,000.00 1-32, 1-40, 1-41 259-56-002 thru 004
Liquidation of assets in
Autumn Street Extension order to fund future
21 445 West Julian redevelopment activities 4/1/2010 5/3/2011 City of San Jose RDA Akatiff Living Trust $1,020,387.00 $450,000.00 1-32, 1-40, 1-41 259-25-003
Ciquidation of assets in
order to fund future
22 Fairmont Annex Retail redevelopment activities 10/31/2003 5/31/2011 ity of San Jose RDA Imwalle Annex HBD LLC $1,888,250.00 $1,888,250.00 1-32, 1-40, 1-41 10098
Liquidation of assets in
order to fund future See Note
23 Block 3 Central Place redevelopment activities 1/1/1969 8/5/2011 City of San Jose RDA Sobrato Organization $5,125,000.00 $5,125,000.00 1-50, 1-51 467-22-156 A below
Ciquidation of assets in
order to fund future See Note
24 Fountain Alley Parking Lot| redevelopment activities 1/1/1994 10/12/2011 City of San Jose RDA NRF VII SJ LLC/Next Realty $6,175,000.00 $6,175,000.00 1-60, 1-61, 1-62 467-22-121 B below
Total Transfers $26,715,603.16 $25,768,750.00
Schedule 4: Disposed by City of San Jose RDA to Governmental Third Parties
Part of settlement
agreement to settle liability
1 Old City Hall to the County 6/30/2011 6/27/2011 ity of San Jose RDA County of Santa Clara $10,000,000.00 1-33, 1-40, 1-41 259-04-006
Total Transfers $10,000,000.00

Note A: The Agency entered into a Purchase and Sale Agreement with the Sobrato Organization on March 15, 2011. See Section 5 and 8 for further details.
Note B: The Agency entered into a Purchase and Sale Agreement with Next Realty on March 14, 2011. See Section 5 and 8 for further details.

Source: City of San Jose Redevelopment Agency



Section 2

City of San Jose Redevelopment Agency
Establishment of Liabilities at 1/31/12
County of Santa Clara Auditor Controller

(Per AB X1 - 26 Section 34182)

Total Liabilities Adjustments Established
Per Per
Item Project Name Certified ROPS Increases Decreases Auditor/Controller
No. or Debt Obligation 1/31/2012 Amount | Ref | Amount Ref 1/31/2012
Section 1: Debt Obligations Listed on the ROPS

1 Series 1993 (Merged Area Refunding) 22,561,800 2.1 22,561,800.00
Series 1993 Reserve Fund - -

2 |Series 1997 (Merged Area) 8,986,749 8,986,749.00
Series 1997 Reserve Fund - -

3 |Series 1999 (Merged Area) 17,489,263 17,489,263.00
Series 1999 Reserve Fund - -

4 | Series 2002 (Merged Area) 15,450,325 15,450,325.00
Series 2002 Reserve Fund - -

5 |Series 2003 (Merged Area) 238,179,850 238,179,850.00

Series 2003 Reserve Fund 12,545,477 12,545,477.00

6 |Series 2004A (Merged Area) 233,911,609 233,911,609.00
Series 2004A Reserve Fund - -

7 |Series 2005A (Merged Area) 188,857,553 188,857,553.00
Series 2005A Reserve Fund - -

8 |Series 2005B (Merged Area) 74,264,250 74,264,250.00
Series 2005B Reserve Fund - -

9 |Series 2006A (Taxable) (Merged Area) 21,051,800 21,051,800.00
Series 2006A Reserve Fund - -

10 |Series 2006B (Merged Area) 133,159,000 133,159,000.00
Series 2006B Reserve Fund - -

11 |Series 2006C (Merged Area) 730,962,153 730,962,153.00
Series 2006C Reserve Fund - -

12 |Series 2006D (Merged Area) 412,044,500 412,044,500.00
Series 2006D Reserve Fund - -

13 |Series 2007A (Taxable) (Merged Area) 16,709,715 16,709,715.00
Series 2007A Reserve Fund - -

14 |Series 2007B (Merged Area) 359,548,425 359,548,425.00
Series 2007B Reserve Fund - -

15 |Series 2008A (Merged Area) 35,089,625 35,089,625.00

Series 2008A Reserve Fund 2,525,068 2,525,068.00

16 |Series 2008B (Merged Area) 163,531,550 163,531,550.00

Series 2008B Reserve Fund 8,109,635 8,109,635.00

17 |Series 1993 (Merged Area Refunding) 127,884 127,884.00
Fiscal Agent Fees -

18 |Series 1997 (Merged Area) 52,000 52,000.00
Fiscal Agent Fees -

19 |Series 1999 (Merged Area) 58,536 58,536.00
Fiscal Agent Fees -

20 |Series 2002 (Merged Area) 79,485 79,485.00

Source: City of San Jose Redevelopment Agency




Section 2

City of San Jose Redevelopment Agency

Establishment of Liabilities at 1/31/12
County of Santa Clara Auditor Controller

(Per AB X1 - 26 Section 34182)

Total Liabilities Adjustments Established
Per Per
Item Project Name Certified ROPS Increases Decreases Auditor/Controller
No. or Debt Obligation 1/31/2012 Amount | Ref | Amount Ref 1/31/2012
Fiscal Agent Fees -
21 |Series 2003 (Merged Area) 77,660 77,660.00
Fiscal Agent Fees -
22 |Series 2004A (Merged Area) 85,100 85,100.00
Fiscal Agent Fees -
23 |Series 2008A (Merged Area) 75,060 75,060.00
Fiscal Agent Fees -
24 |Series 1996A (Merged Area) (2) 37,730,590 37,730,590.00
Series 1996A Reserve Fund - -
25 |Series 1996B (Merged Area) (2) 37,660,432 37,660,432.00
Series 1996B Reserve Fund - -
26 Series 2003A (Taxable) (Merged Area) (2) 48,003,905 48,003,905.00
Series 2003A Reserve Fund - -
27 |Series 2003B (Merged Area) (2) 29,862,992 29,862,992.00
Series 2003B Reserve Fund - -
28 |Fiscal Agent Fees - Subordinate Obligations 166,076 166,076.00
Fiscal Agent Fees -
29 |LOC Fees 1,080,000 1,080,000.00
Fees -
30 Series 1996A & B (Merged Area) 376,343 376,343.00
Remarketing Fees -
31 Series 2003A (Taxable) (Merged Area) 478,583 478,583.00
Remarketing Fees -
32 |Series 2003B (Merged Area) 213,142 213,142.00
Remarketing Fees -
33 Series 1996A & B; Series 2003A&B; Series 2008F (Merged Area) 145,500 145,500.00
Remarketing Fees -
34 4th and San Fernando - Series 2001A 48,790,915 48,790,915.00
4TH and San Fernando Reserve Fund - -
35 4th and San Fernando - Series 2001A 46,200 46,200.00
Fiscal Agent Fees -
36 Convention Center - Series 2001F 170,732,450 170,732,450.00
Convention Center Reserve Fund 15,563,500 15,563,500.00
37 Convention Center - Series 2001F 45,885 45,885.00
Fiscal Agent Fees -
Subtotal 3,086,430,585 3,086,430,585.00
HOUSING LIABILITIES
38 Series 1997E (AMT) (Merged Area) 29,238,288 29,238,288.00
Series 1997E Reserve Fund - -
39 |Series 2003J (Taxable) (Merged Area) 47,276,801 47,276,801.00

Source: City of San Jose Redevelopment Agency




City of San Jose Redevelopment Agency
Establishment of Liabilities at 1/31/12
County of Santa Clara Auditor Controller
(Per AB X1 - 26 Section 34182)

Section 2

Total Liabilities Adjustments Established
Per Per
Item Project Name Certified ROPS Increases Decreases Auditor/Controller
No. or Debt Obligation 1/31/2012 Amount | Ref | Amount Ref 1/31/2012
Series 2003J Reserve Fund - -
40 |Series 2003K (Merged Area) 8,603,861 8,603,861.00
Series 2003K Reserve Fund - -
41 |Series 2005A (Merged Area) 15,693,750 15,693,750.00
Series 2005A Reserve Fund - -
42 |Series 2005B (Taxable) (Merged Area) 191,039,365 191,039,365.00
Series 2005B Reserve Fund - -
43 |Series 2010A-1 (Merged Area) 101,742,412 101,742,412.00
Series 2010A&B Reserve Fund 9,977,140 9,977,140.00
44 |Series 2010A-2 (Merged Area) 3,215,500 3,215,500.00
Please see Series 2010A above - -
45 |Series 2010B (Taxable) (Merged Area) 6,057,986 6,057,986.00
Please see Series 2010A above - -
46 |Series 2010C (Taxable) (Merged Area) 230,319,989 230,319,989.00
Series 2010C Reserve Fund - -
47 |Bond Logistics 150,000 100,000 { Section 7 50,000.00
48 |CSCDA - 2005 ERAF Loan 8,666,753 8,666,753.00
49 |CSCDA - 2006 ERAF Loan 9,066,536 9,066,536.00
50 Low Moderate Income Fund Loan 1 82,000,000 82,000,000 : Section 9 -
51 Low Moderate Income Fund Loan 2 16,000,000 16,000,000.00
52 |Agency Bond Activities 27,280 27,280.00
53 |Agency's Operations 30,000 30,000.00
53 |Commercial Paper Program - 14,772,000 Section 9 14,772,000.00
Subtotal - Housing 759,105,661 691,777,661.00
$ 3,796,815,426 14,772,000 82,100,000 $ 3,778,208,246

Source: City of San Jose Redevelopment Agency




City of San Jose Redevelopment Agency

Establishment of Liabilities at 1/31/12
County of Santa Clara Auditor Controller

(Per AB X1 - 26 Section 34182)

Section 2

Total Liabilities Adjustments Established
Per Per
Item Project Name Certified ROPS Increases Decreases Auditor/Controller
No. or Debt Obligation 1/31/2012 Amount | Ref | Amount Ref 1/31/2012
Section 2: Contractual Obligations Listed on the ROPS
1 Arena Pass-through 3,195,000 2.2 3,195,000
2 |Autumn Street Relocation 320,000 320,000 | Section 7 -
3 |Property-Based Business Improvement District Payments 148,284 148,284
4 | Markham Terrace 13,000,000 13,000,000
5 |Casa Feliz 9,670 9,670
6 |San José Redevelopment Agency vs Solis, Torrez dba Patty's Inn 150,000 150,000
7 |JP Morgan Reimbursement Agreements (2) - -
8 |Civic Auditorium 253,989 253,989
9 |Adobe-Water Monitoring 180,933 180,933
10 |ACE Charter School 185,373 185,373
11 |Corporate Expansion Program 263,476 263,476
12 |Corporate Expansion Program 250,000 250,000
13 |Corporate Expansion Program 500,000 500,000
14 |Corporate Expansion Program 80,000 80,000
15 |Corporate Expansion Program 187,500 187,500
16 |North San Pedro Housing 2,500,000 2,500,000
17 |Block 3: Central Place Parking 264,995 264,995
18 |NBD: Fagade Improvements 13,673 13,673
19 |NBD: Fagade Improvements 65,000 65,000
20 |NBD: Facade Improvements 60,000 60,000
21 |NBD: Facade Improvements 38,000 38,000
22 |NBD: Facade Improvements 98,000 98,000
23 |NBD: Facade Improvements 25,000 25,000
24 |Japantown - Parking Lot Lease 22,285 22,285
25 The Alameda - Parking Lease 30,469 30,469
26 The Alameda - Parking Lease 34,121 34,121
27 |Arena Employee Parking 61,600 61,600
28 |Arena Employee Parking 66,000 66,000
29 The Alameda - Parking Lease 5,015 5,015
30 |Automatic Public Toilets 5,618,940 5,618,940
31 Asset Management 14,756 14,756
32 Asset Management 20,383 20,383
33 Asset Management 18,382 18,382
34 Asset Management 2,525 2,525
35 Real Estate & Relocation Services 52,433 52,433 3.0 -
36 Real Estate & Relocation Services 26,571 26,571
37 |Miraido 85,004 85,004
38 Competitive Art Capital Fund 11,500 11,500

Source: City of San Jose Redevelopment Agency



Section 2

City of San Jose Redevelopment Agency
Establishment of Liabilities at 1/31/12
County of Santa Clara Auditor Controller

(Per AB X1 - 26 Section 34182)

Total Liabilities Adjustments Established
Per Per
Item Project Name Certified ROPS Increases Decreases Auditor/Controller
No. or Debt Obligation 1/31/2012 Amount | Ref | Amount Ref 1/31/2012
39 |Autumn Street Infrastructure 112,354 112,354
40 |Center for Employment Training Facility Renovation 13,600 13,600
41 |Center for Employment Training 950,000 950,000 3.0 -
42 |San Pedro Square Urban Market 600,000 600,000
43 |San Jose Innovation Center 1,364,444 1,364,444
44 |North San Pedro Housing - Prop 1C 515,706 515,706
45 |North San Pedro Housing - Prop 1C 2,094,191 2,094,191
46 |North San Pedro Housing - Prop 1C 151,096 151,096
47 |North San Pedro Housing - Prop 1C 617,514 617,514
48 |4th Street Garage Tenant Improvements 26,000 26,000
49 |NBD: Marketing 34,717 34,717
50 |San Jose Downtown Association 150,560 150,560
51 |Small Business Assistance 20,000 20,000
52 |NBD Program Operations 5,000 5,000
53 NBD Program Operations 1,538 1,538
54 NBD Program Operations 5,000 5,000
55 NBD Program Operations 5,000 5,000
56 NBD Program Operations 5,000 5,000
57 NBD Program Operations 5,000 5,000
58 NBD Program Operations 4,422 4,422
59 |Purchase & Sale Agreement 9,975 9,975
60 HUD Section 108 Note (Masson/Dr. Eu/Security) 2,077,841 2,077,841
61 HUD Section 108 Note (CIM Block 3/ Central Place) 12,535,478 12,535,478
62 HUD Section 108 Note (Story/King Retail) 16,836,622 16,836,622
63 HUD 108 Loans 499,183 499,183
64 |Belovida at Newbury Park - Loan 1 7,084,853 7,084,853
65 | Roundtable 208,540 208,540
66 Brookwood Terrace Family Apartments (5) 1,034,395 1,034,395
67 |North 4th - Loan 2 (5) 3,376,123 3,376,123
68 |Orvieto (5) 1,603,455 1,603,455
69 Ford and Monterey (5) 1,430,000 1,430,000 3.0 -
$ 81,236,484 $ 2,752,433 $ 78,484,051

Source: City of San Jose Redevelopment Agency




City of San Jose Redevelopment Agency

Establishment of Liabilities at 1/31/12
County of Santa Clara Auditor Controller

(Per AB X1 - 26 Section 34182)

Section 2

Total Liabilities Adjustments Established
Per Per
Item Project Name Certified ROPS Increases Decreases Auditor/Controller
No. or Debt Obligation 1/31/2012 Amount | Ref | Amount Ref 1/31/2012
Section 3: Administrative Obligations Listed on the ROPS
1 |Personnel 750,000 2.3 750,000
2 |Personnel - Unemployment Benefits 344,040 344,040
3 |City Support Services 350,000 350,000
4 |City Hall Lease 50,000 50,000
5 |Agency Activities 33,945 33,945
6 |Agency Activities 27,855 27,855
7 |Annual Financial Audit 269,362 269,362
8 |Agency's Employee Benefit Plan 35,564 35,564
9 |Agency's Financial System 48,460 48,460
10 |Employee Transition Services 26,750 26,750
11 |Agency's Retirement and Deferred Compensation Plans 6,280 6,280
12 |Agency's Retirement and Deferred Compensation Plans 51,833 51,833
13 |Agency's Operations 4,000 4,000
14 |Agency's Operations 5,000 5,000
15 |Agency's Operations 37,316 37,316
16 |Agency's Operations 8,308 8,308
17 |Agency's Operations 50,000 50,000
18 |Agency's Operations 17,814 17,814
19 |Agency's Operations 3,069 3,069
20 |Agency's Operations 35,599 35,599
21 |Agency's Operations 138,560 138,560
22 |Agency's Operations 150,000 150,000
23 |Agency's Operations 20,339 20,339
24 |Agency's Lease Obligations/Asset Management (6) 100,000 100,000
$ 2,564,094 $ - $ $ 2,564,094
Section 4: Enforceable Obligations Not Listed on the ROPS
1 2011-12 Passthrough to County of Santa Clara 7,542,151 2.4 7,542,151
2 |March 2011 Settlement Agreement with County of Santa Clara 26,200,000 2.4 26,200,000
$ 33,742,151 $ - $ $ 33,742,151
Section 5: City Obligations That May Be Deemed Enforceable Upon Finding of Completion and Oversight Board Approval (Adjusted from Origination to LAIF)
1 |SERAF Loan - - 10,086,965 2.5 10,086,965
4 |Parking Fund Loan - 6,800,000 2.5 6,800,000
5 |Parking Fund Loan 11 - 6,728,394 2.5 6,728,394
$ - $ 23,615,359 $ $ 23,615,359

Source: City of San Jose Redevelopment Agency




Section 3: Narrative and Explanations of Items

ASSETS

1.1

1.2

13

Cash and Investments — Unrestricted — (Section 1, Lines 1, 6, 8A, 8B)

Unrestricted cash and investments represent funds available for use in redevelopment projects in
the San Jose Redevelopment Agency (RDA) and the Successor Agency to the San Jose
Redevelopment Agency (Successor Agency). Unrestricted cash and investments has experienced a
declining trend over the three comparison points in time as tax increment revenues have declined
based on reduced assessed values. In addition, the RDA and the Successor Agency have drawn
down on most of the available tax increment revenues to fund and complete existing
redevelopment projects. Most of the funds that existed as of January 31, 2012 are to pay for
Successor Agency administrative costs and current Housing debt obligations.

Unrestricted cash and investments represent assets acquired by the City of San Jose Housing
Department (Housing) through the operation of the Low and Moderate Income Housing Fund and
the receipt of housing set-aside revenues from the RDA. Housing intends to use a portion of
these assets to repay encumbered obligations for low and moderate income housing projects not
currently listed on the July — December 2012 Recognized Obligation Payment Schedules (ROPS).
These low and moderate income housing projects were listed on the January — June 2012 ROPS
but were removed from the July — December 2012 ROPS based on the California Department of
Finance’s verbal direction to transfer the assets to the Successor Housing Agency. As such, the
encumbered cash and investments associated with these projects have remained with the
Successor Housing Agency. The remaining funds are unencumbered and to be remitted to the
Successor Agency. In addition, Housing received approximately $2.4 million more from July 2011
through January 2012 in FY 11-12 set-aside deposits than it had on hand at January 31, 2012. Per
Health and Safety Code Section 34163(c)(4), the RDA is no longer allowed to make deposits of set-
aside revenues into the Low and Moderate Income Housing Fund after June 30, 2011. Since
Housing transferred approximately $11 million in set-aside funds to the RDA in January 2012 for
the payment of obligations on the ROPS, Housing’s combined total of transfers along with cash
and investments on hand are more than it received in set-aside deposits; therefore, no obligation
is due from Housing to the Successor Agency.

Unrestricted Housing — (Section 1, Line 9)
Unrestricted housing is addressed in Section 8 along with supporting documentation.

Cash and Investments — Restricted — (Section 1, Line 7)

Restricted cash and investments consist of current Successor Agency debt obligations, bond
reserve requirements, and restricted escrow deposits. The Successor Agency restricts the use of
tax increment funds that are needed for current debt service obligations. The Successor Agency
currently has bond reserve requirements for six of its outstanding debt issues: Series 2003 Merged
Tax Allocation Bonds, Series 2008A Merged Tax Allocation Bonds, Series 2008B Merged Tax
Allocation Bonds, Series 2010A Housing Set-Aside Bonds, and Series 2010B Housing Set-Aside
Bonds. Funds held to meet debt reserve requirements total approximately $50 million. All other
outstanding bonds meet reserve requirements through the insurance policies that are issued by
third parties that guarantee payment of debt service if the Successor Agency is unable to do so.
The Successor Agency has also restricted assets pursuant to contracts and agreements made by
the RDA. These funds are required to be held in escrow accounts that remain the property of the
Successor Agency but are restricted for specific purposes. Significant programs with such
restrictions include: the Dr. Martin Luther King, Jr. Library, the ACE Charter School, and The 88
Tower Retail and Housing.
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Section 3: Narrative and Explanations of Items (Continued)

14

Accrued Interest — (Section 1, Line 10)

Accrued interest represents interest earned on funds deposited in interest-bearing accounts. The
majority of funds in interest-bearing accounts are held in the City pool and LAIF. Balances vary
from year to year depending on the average balances held in interest-bearing accounts and the
rate of return earned on such accounts. The general trend in this account has been downward as
the Successor Agency draws down its remaining tax increment revenues and unspent bond
proceeds to fund and complete existing redevelopment projects.

Due From Other Funds

1.5

1.6

1.7

Due From the City of San Jose — (Section 1, Line 11)

These balances consist of amounts owed between Housing and the RDA/Successor Agency.
Housing’s balance is due to the fact that it did not receive the bond proceeds from the Series
2010C Housing Set-Aside Bonds that were available to fund housing set-aside projects when they
were issued in FY 09/10. Housing requested these funds in FY 10/11 and spent the proceeds then
on housing set-aside projects. The Successor Agency’s balances are due to supplemental tax
increment revenue adjustments made at the end of each fiscal year. The Successor Agency sends
Housing the 20% low-moderate funds based on the initial assessment of tax increment revenues.
Adjustments are made at the end of each fiscal year. An adjustment in the amount of $135,147
was made in February 2012 to maintain compliance with this requirement.

The Successor Agency pays the tax increment revenues from its general fund but the source of the
low-moderate funds is the special revenue fund. As such, the Successor Agency always records an
interfund transaction between the general fund and the special revenue fund until the transaction
is settled. In addition, this balance has been increased for an adjustment proposed as part of the
analysis of Prepaid Expenses. See the narrative in the Prepaid Expenses section 1.8 for further
details.

Due From Other Agencies — (Section 1, Line 12)

Housing has maintained a balance of $50,906 for the receipt of rental revenues from the
Dorchester property that are collected by San Jose State University on behalf of Housing. On
March 7, 2012, the City Staff recommended that the account balance be written off. The tenants
of the property vacated the premises in 2005 and the property was subsequently sold to San Jose
State University. The City Staff determined that the receivable is no longer valid since the
property was sold and all of the rental revenue was fully collected. We recommend that the
Agency consider writing off the receivable as recorded in the Establishment of Assets schedule in
Section 1. The write off of this receivable was recorded in February 2012.

Other Receivables — (Section 1, Line 13)

Other receivables consist primarily of accounts receivable and rent receivables. Housing had small
accounts receivable balances at June 30, 2010 and June 30, 2011 for the repayment of a deferred
loan and the collection of other miscellaneous receivables. The Successor Agency provides
services to many of the businesses that occupy buildings in redevelopment project areas. The
amounts outstanding on most of these accounts are small. One of the larger outstanding
accounts receivable is from Japantown Development Limited Partnership (Miraido) for
approximately $60,000. On December 2, 2010, the Successor Agency received a Notice of
Responsibility from the County of Santa Clara for soil remediation at the Miraido Village Site. The
Successor Agency owns the underlying land and leases the site to the Miraido. The clean-up
process is currently underway with Miraido’s consultant working with the Santa Clara County
Department of Environmental Health and the San Francisco Regional Water Quality Control Board
on finalizing the details of the clean-up process. The clean-up process is expected to be
completed by June 30, 2014. Miraido plans to sell the building at this time in order to repay the
funds received from the Successor Agency for the clean-up.

11



Section 3: Narrative and Explanations of Items (Continued)

1.8

1.9

1.10

The Successor Agency is also the owner of several properties where it leases space to businesses
and collects monthly rental income. Similar to the accounts receivable above, most of the
balances are small. There are two large outstanding rent receivable balances. One is the Flames
receivable for approximately $40,000. Flames incurred monthly rental charges through FY 10/11
but only sporadically made its rent payment. The Successor Agency has been in correspondence
with Flames and expects it to repay the outstanding balance by July 2012.

The other large outstanding receivable is the Camera receivable for approximately $100,000. The
Successor Agency entered into an amended lease agreement that allowed its lessee to
subcontract with Cameras Cinema Management to operate a theater in the facility. The amended
lease provided that a portion of the monthly lease was paid directly to the Successor Agency as
the landlord of the property. In April 2010, Cameras was close to bankruptcy. As the Successor
Agency did not have another theater operator to take over the lease from Cameras and
considered it an important anchor to the property, the Successor Agency entered into a second
amendment to the lease that allows Cameras to suspend its supplemental lease payment to the
Successor Agency from April 2010 through March 2015. As the second amendment was not
completed until March 2011, the supplemental rent expense was recorded from April 2010
through March 2011 but not paid. We recommend that the Agency consider writing off this
balance as uncollectible as recorded in the Establishment of Assets schedule in Section 1.

Prepaid Pension Contributions — (Section 1, Line 2)

In July 2011, the Low and Moderate Income Housing Fund made a prepayment to the pension
plan representing an estimate of the employer’s annual contribution. The unamortized balance of
$726,214 represents 5/12ths of that payment and is included on the trial balance at January 31,
2012 as a prepaid expense.

The actual benefit of the prepayment is to Housing as it relieves the agency of the subsequent
payment of costs for which they are responsible under ABX1-26. However Section 34176 of the
Health and Safety Code does not permit the transfer of such assets to the successor housing
agency. Conversely, this prepayment would have no economic value to the Successor Agency as it
covers a liability for which the agency is not responsible.

However, had the prepayment not occurred, this would have been available as unrestricted
housing cash to be transferred to the Successor Agency. As Housing is deriving an economic
benefit and the Successor Agency is deprived of an asset we are reclassifying this as a due from
the City of San Jose on the Establishment of Assets Schedule in Section 1.

SERAF Loan — See Section 9
Given the materiality of this Loan, it is addressed in Section 9 along with supporting
documentation.

Advances to the City of San Jose — (Section 1, Line 15)

Advances to the City of San Jose consist of two items. One is a set of housing loans to the former
Executive Director and Assistant Executive Director of the RDA. The loans were issued through a
program managed by the City but the loans were guaranteed by funds provided by the RDA. Both
the Executive Director and the Assistant Executive Director were terminated from employment
with the RDA in FY 10/11. The Executive Director sold his home and repaid the loan to the City.
Upon payment, the City reimbursed the RDA for the funds advanced. The Assistant Executive
Director did not sell her home until recently and the loan was repaid to the City on May 25, 2012.
The Agency expects reimbursement from the City for $250,000 soon.

12



Section 3: Narrative and Explanations of Items (Continued)

1.11

1.12

1.13

1.14

1.15

The other advance is from the RDA to the Housing Department. In the early 1990s, the RDA
advanced $1 million of a $4 million loan made by the City’s Housing Department to the YWCA to
provide shelter for women. As the loan does not have a stated interest rate, the advance is
recorded at its net realizable value and will be repaid when the loan is collected by the City’s
Housing Department. Repayment of the loan is dependent on the YWCA generating rental
revenues from its occupants. The City’s Housing department determined the amount is current
and will be paid in the future.

Advances to Other Funds — (Section 1, Line 4)
Advances to Other Funds are addressed in Section 9 with the SERAF Loan and additional
supporting documentation.

Loans Receivable — (Section 1, Line 3 and Line 14)

Both the Successor Agency and Housing have significant loan portfolios outstanding. The
Successor Agency has a loan portfolio with a net value of over $30 million and over 50 loans issued
and outstanding. All loans were issued as of June 30, 2010 except for a loan to Urban Markets
that was completed in November 2010. This loan resulted in the issuance of two promissory
notes for the Lusardi Building and the El Dorado Building for $2.5 million. These loans were to
assist in funding redevelopment projects at San Pedro Square. Since all loans were made prior to
the dissolution of redevelopment agencies, they appear appropriate. All other activity on the
loans between June 30, 2010 and January 31, 2012 was for repayments on existing loans.

Housing has a loan portfolio with a net value of over $250 million and over 150 issued and
outstanding. All loans were issued before the RDA freeze date of June 28, 2011. Loans have
maturity dates ranging from less than one year to over 50 years. All loans have a reserve between
10-100% of the value of the loan based on the likelihood of collectability. Loans are given to
developers to include low and moderate income housing as part of each housing development
project.

Deposits — (Section 1, Line 16)

The Successor Agency has deposits with third parties for properties where it is the lessee and for
properties that are in escrow. The most significant lease deposit is approximately $40,000 for a 5-
year lease agreement effective through September 2014. The Successor Agency was required to
provide the equivalent of the first month’s rent as a security deposit.

Property held for Development Projects — (Section 1, Line 5)

Housing currently maintains 7 properties that are available for development projects. The
properties are recorded at the lower of cost or estimated net realizable value. The Vermont
property was appraised subsequent to its acquisition. The appraised cost was of the property was
approximately $350,000 less than the cost to acquire the property so an adjustment was made in
FY 10/11. No other activity has occurred with these properties since June 30, 2010.

ASSET TRANSFERS

San Jose Diridon Development Authority — (Section 1 — Transfers, Lines 1-7)

On March 4, 2011, the City Council of the City of San Jose (City Council), as the governing body of
the RDA, approved a joint powers agreement between the City and the RDA creating the San Jose
Diridon Development Authority (Authority). The Authority was established to continue the
development and redevelopment of the Diridon Area. The Authority’s governing documents give
it powers similar to the RDA in order to develop and redevelop the project area. Potential
projects that are mentioned for development include high speed rail, BART and a new stadium.
The properties listed in the Establishment of Transfers Schedule detail the properties transferred
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Section 3: Narrative and Explanations of Items (Continued)

1.16

from the RDA to the Authority. The RDA did not impose any requirement on the Authority for
development of the properties as a condition of the transfer.

The Authority is a component unit as defined in generally accepted accounting principles. The City
Council is named as the governing body of the Authority in its formation documents. Members of
the City’s management have been assigned similar duties in the Authority. The City Manager has
been assigned as the Authority’s Executive Director; the City Finance Director as the Authority’s
Treasurer and Auditor; the City Attorney as the Authority’s General Counsel. As a component unit
of the City, the Authority is considered part of the City as defined in Health and Safety Code
section 34167.10 for purposes of identifying transfers between the RDA and the City.

Section 34163 of the Health and Safety Code documents the limitations on redevelopment agency
activities effective June 28, 2011. Among these limitations is that redevelopment agencies can no
longer dispose of assets by sale, lease, gift, grant, exchange, transfer, assignment or otherwise, for
any purpose. In addition to this limitation on asset transfers, Section 34167.5 of the Health and
Safety Code states that the California State Controller (Controller) shall determine whether an
asset transfer occurred after January 1, 2011 between a city or county, or city and county that
created a redevelopment agency or any other public agency, and the redevelopment agency. If
such an asset transfer did occur during the period and the government agency that received the
assets is not contractually committed to a third party for the expenditure or encumbrance of
those assets, the Controller shall order those assets returned to the redevelopment agency or its
successor agency. The Controller’s letter to Successor Agencies dated April 20, 2012 stated to
return the assets to the Successor Agency. The amount added back on Section 1 — Assets have
been reconciled on Section 1 — Transfers.

Based on the facts and circumstances described above, the RDA transferred properties to another
public agency after January 1, 2011. This transfer of assets must be reversed and returned to the
Successor Agency pursuant to AB x1 26 and AB 1484.

City of San Jose — (Section 1 — Transfers, Lines 8-17)

On March 4, 2011, the City Council, as the governing body of the RDA, approved a cooperation
agreement between the City and the RDA providing for the transfer of certain RDA assets. The
RDA had acquired the assets in accordance with Section 33445 of the Health and Safety Code to
develop the properties for the benefit of the community. The properties listed in the
Establishment of Transfers Schedule detail the properties transferred from the RDA to the City.
The RDA’s original intent in acquiring these properties was to transfer them to the City upon
completion of the public facilities. The City and the RDA considered it prudent to transfer these
assets at that time given the future uncertainty surrounding the RDA. In addition, the RDA
transferred assets to the City in exchange for the old City Hall. This asset was subsequently
transferred to the County as part of the legal settlement for past due liabilities.

Section 34163 of the Health and Safety Code documents the limitations on redevelopment agency
activities effective June 28, 2011. Among these limitations is that redevelopment agencies can no
longer dispose of assets by sale, lease, gift, grant, exchange, transfer, assignment or otherwise, for
any purpose. In addition to this limitation on asset transfers, Section 34167.5 of the Health and
Safety Code states that the Controller shall determine whether an asset transfer occurred after
January 1, 2011 between a city or county, or city and county that created a redevelopment agency
or any other public agency, and the redevelopment agency. If such an asset transfer did occur
during the period and the government agency that received the assets is not contractually
committed to a third party for the expenditure or encumbrance of those assets prior to
June 28, 2011, the Controller shall order those assets returned to the redevelopment agency or its
successor agency. The amount added back on Section 1 — Assets have been reconciled on Section
1 —Transfers.
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Section 3: Narrative and Explanations of Items (Continued)

1.17

1.18

Based on the facts and circumstances described above, the RDA transferred properties to the City
after January 1, 2011. This transfer of assets must be reversed and returned to the Successor
Agency pursuant to AB x1 26 and AB 1484.

Other Asset Transfer — (Section 1 — Transfers, Part 4 Line 1)

The RDA completed the transfer of the Old City Hall to the County on June 27, 2011. This transfer
was to satisfy the terms and conditions of the March 16, 2011 settlement agreement with the
County. The settlement agreement required the RDA to compensate the County for prior years’
pass-through payments, administrative fees and interest that had not been paid. Since this
transfer was part of a settlement entered by a competent court of law, it appears to be
appropriate and in accordance with the Health and Safety Code.

Asset Disposals — (Section 1 — Transfers, Lines 18-21, 23-25)

The RDA completed the disposal of several properties with third parties other than local
government agencies between January 1 and June 15, 2011. All of these disposals were to
liguidate RDA assets to fund other redevelopment projects. As these disposals occurred before
the RDA freeze date of June 28, 2011, the disposals appear appropriate and in accordance with
the Health and Safety Code. The RDA had two asset disposals that occurred after June 28, 2011:
one with the Sobrato Organization on August 5, 2011 for the sale of Block 3 Central Place and one
with Next Realty on October 12, 2011 for the sale of the Fountain Alley Parking Lot. For the sale of
the Block 3 Central Place property to the Sobrato Organization, there was a Purchase and Sale
Agreement in effect on March 15, 2011 so the RDA had entered into a legally binding agreement
to sell the property prior to the dissolution date and the sale appears to be proper. For the sale of
the Fountain Alley Parking Lot to Next Realty, there was a Purchase and Sale Agreement in effect
on March 14, 2011 so the RDA has entered into a legally binding agreement to sell the property
prior to the dissolution date and the sale appears to be proper.

LIABILITIES

2.1

2.2

The amounts listed on the ROPS are the sum of all payments including future payments as of the
date of the ROPS. Amounts for interest and fees are not included here as those are unknown at
this time.

Debt Obligations Listed on the ROPS

The Successor Agency has several outstanding debt obligations, most of which were issued by
pledging future tax increment revenues. Several of these obligations are debt that was issued by
the City through the City of San Jose Public Financing Authority, with the RDA agreeing to
reimburse the City for the associated costs. The outstanding obligations that are City debt are the
4™ and San Fernando Streets Parking Facility Revenue Bonds, the Convention Center Lease
Revenue Refunding Bonds, the California Statewide Communities Development Authority
Educational Revenue Augmentation Fund Loans, and the HUD Section 108 Loans. Each of these
items qualifies as indebtedness obligations in accordance with California Health and Safety Code
sections 34171(d)(2) and 34171(e).

Contractual Obligations Listed on the ROPS

The Successor Agency has several outstanding contractual obligations and loans which qualify as
an enforceable obligation in accordance with California Health and Safety Code section
34171(d)(1)(E).
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Section 3: Narrative and Explanations of Items (Continued)

2.3

2.4

2.5

Administrative Obligations Listed on the ROPS

Administrative obligations are subject to the approval of the Oversight Board, ABx1 26 and AB
1484 specify that Successor Agencies may spend $250,000, or up to 5 percent of the amounts
allocated to the Successor Agency for administrative expenses in fiscal year 2011-12. In future
years, they may spend $250,000, or up to 3 percent of former tax increment revenues subject to
approval by the Oversight Board, which has the discretion to approve a lesser amount.

Enforceable Obligations Not Listed on the ROPS

These amounts were not listed on the original ROPS and have been added as enforceable
obligations. Item 1 represents the first-half FY11/12 passthrough to the County of Santa Clara
pursuant to a negotiated passthrough agreement, which was unpaid and accumulated as of
1/31/12. Under HSC 34183(b), if there are insufficient funds for the payment of bond debt, this
passthrough payment is subordinated to those payments. It is not expected that the Successor
Agency will have sufficient resources to make these payments for several years; therefore, it is
expected that this liability will grow significantly. In accordance with the agreement, unpaid
passthrough amounts accrue penalty interest at 10% per annum. Item 2 represents the liability
owed pursuant to a court-entered settlement in March 2011; the settlement agreement sets forth
a payment schedule for these owed amounts.

City Obligations that may be deemed Enforceable upon finding of Completion and Oversight
Board of Approval

These amounts represent prior City loans to the Agency, which were invalidated pursuant to HSC
34171(d)(2) and 34178(a). Under AB 1484, these loans may be deemed enforceable obligations
upon the Agency’s receipt of a “finding of completion” and approval by the Oversight Board.
Among other requirements, the restoration of these items requires that they be recalculated from
origination at the interest rate earned by LAIF. The adjusted amounts reflect this recalculation
through 1/31/12.

AGREEMENTS

3.0

June 28, 2011 Agreements

Per HSC 34177.3, the freeze on RDA activity began on June 28, 2011. A court has confirmed that
contracts signed on June 28, 2011 are void under ABX1 26. (Southern California Housing Resource
& Development L.L.C. et al. v. State of California (Sacramento Superior Court, Case No. 34-2012-
80001171)). On this basis, the City of San Jose should exclude 3 agreements from the list of
obligations that were signed on June 28, 2011.
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Section 4

Passthrough Obligations

San Jose Redevelopment Agency

This section was completed by County of Santa Clara Finance Agency Staff. All steps detailed in

Section D of the AUPs have been satisfactorily completed.

The San Jose Redevelopment Agency has both mandatory passthrough obligations as required by
AB 1290 and one contractual passthrough obligation to the County of Santa Clara.

For both FY 2010-11 and FY 2011-12, all statutory passthrough payments were made by the County
Auditor-Controller on June 26, 2012. The County’s contractual passthrough for FY 2010-11 was not paid
because it is the subject of a settlement agreement with the City of San Jose and the Redevelopment
Agency. The 2011-12 contractual passthrough to the County of $15,719,157 has not been paid due to
the reverse waterfall provisions of Health & Safety Code Section 34183(b) (insufficient funds for
servicing bond debt) and will be included in outstanding enforceable obligations with accrued interest at
the 10% rate as required in the passthrough agreement. All future passthrough computations and
payments will be the responsibility of the County of Santa Clara.

A summary of the passthrough obligations follows:

FY 2011-12 FY 2011-12
Contractual FY 2010-11 AB1290 PT June 1, 2012 Pass-through Payments Allocation
Pass-thru AB1290 PT as of 4/30/12 Per Pertinent Code 34183 (a)(1)
Contractual 1290
Pass-thru Statutory Total
County
General 15,719,157.00 15,719,157.00 15,719,157.00
County Library 24.76 0.02 24.78 24.78
San Jose City
Santa Clara
City
Evergreen
Elem
Franklin-
McKinley Elem 142,821.40 131,420.86 274,242 .26 274,242 .26
Morgan Hill
Unif
Milpitas Unif
OakGrove
Elem 105,239.02 20,367.39 125,606.41 125,606.41
Orchard Elem 39,260.86 3,089.25 42,350.11 42,350.11
San Jose Unif 498,195.97 469,896.90 968,092.87 968,092.87
Santa Clara
Unif 15,543.57 164,177.99 179,721.56 179,721.56
Eastside High 253,322.73 95,461.54 348,784.27 348,784.27
West Valley
College 4,494.69 42,677.52 47,172.21 47,172.21
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Section 4

FY 2011-12
Contractual
Pass-thru

FY 2010-11
AB1290 PT

FY 2011-12
AB1290 PT
as of 4/30/12

June 1, 2012 Pass-through Payments Allocation
Per Pertinent Code 34183 (a)(1)

Gavilan Comm
College

San Jose
Comm College

291,878.96

County School
Server

145,993.21

Central Fire

82.52

SCVWD
Central

SCVWD East

SCVWD
General

Bay Area Air
Quality Mgmt

8,371.86

Guadalupe-
Coyote Res
Cons Dist

392.69

SJ
Maintenance
Dist 1

SC-Bridge Dist
1

SCVWD St
Water Project

SCVWD Zone
W-4

Passthrough
reserve for
ERAF payment
(pending for LA
Unified case
method)

206,546.52

112,355.68

0.11

6,769.42

183.12

101,634.81

498,425.48

498,425.48

258,348.89

258,348.89

82.63

82.63

15,141.28

15,141.28

575.81

575.81

101,634.81

101,634.81

15,719,157.00

1,505,622.24

Deduction due
to Reverse
Waterfall (H&S
34183 (b))

(15,719,157.00)

1,354,581.13

15,719,157.00

2,860,203.37

18,579,360.37

(15,719,157.00)

(15,719,157.00)

Total Pass-
Thru Payments
after Reverse
Waterfall

1,505,622.24

1,354,581.13

2,860,203.37

2,860,203.37
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Section 4

Please note that the below taxing entities are subject to the qualified deduction according to the
San Jose Successor Agency’s instruction.

The above pass-thru distribution is net of the below qualified deduction.

FY2010-11 FY2011-12
Qualified Qualified
Deduction Deduction Total Qualified Deduction

San Jose City

(618,649.06)

San Jose Unif

(652,372.08)

(393,658.59)

(615,315.34)

(1,012,307.65)

(1,267,687.42)

SCVWD

Central (41,499.09) (41,395.20) (82,894.29)

SCVWD East (19,418.72) (8,610.32) (28,029.04)

SCVWD

General (9,067.01) (5,999.86) (15,066.87) |

SCVWD St

Water Project (59,642.53) (32,442.15) (92,084.68) |

SCVWD Zone

W-4 (6,196.88) (4,606.76) (10,803.64)
Total (1,406,845.37) (1,102,028.22) (2,508,873.59)
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City of San Jose Redevelopment Agency Section 5

Analysis of Assets, Liabilities and Transfers as of June 30, 2010; June 30, 2011; and January 31, 201:
County of Santa Clara Auditor-Controller

(Per ABX1-26 Section 34177)
(In Thousands)

Redevelopment Agency Housing Activities Total
Audited Un-Audited Change Audited Un-Audited Change Audited Un-Audited Change
No. Description 6/30/2011]1/31/2012] 6/30/11 - 1/31/12 |6/30/2011| 1/31/2012 | 6/30/11 - 1/31/12 6/30/2011 1/31/2012 | 6/30/11 -1/31/12 Note REF. #
ASSETS
1 Cash and investments - unrestricted $ 14,938 $ 8,551 $ (6,387) $ 39,611 $ 15,029 $ (24,582) 54,549 23,580  $ (30,969) A 6-1
2 Cash and investments - restricted $ 148,076 $ 120,521 $ (27,555) 1,302 - $ (1,302) 149,378 120,521 $ (28,857) B 6-1
Receivables
3 Accrued interest $ 67 % 4,343 $ 4,276 1,434 1,345 $ (89) 1,501 5,688 $ 4,187 C 6-2
4 Due from other funds $ 135 $ 135 8 - - - $ - 135 135 8 - 6-3
5 Due from the City of San Jose $ 179 | $ 179 | $ - - - $ - 179 179 | $ - 6-3
6 Due from other agencies $ - $ - 3$ - 51 51 % - 51 51 $ - 1-1
7 Other $ 424 $ 259 $ (165) 29 - $ (29) 453 259 $ (194) D 6-4
8  Loans receivable $ 34835 $ 30561 $ (4,274) $ 258,972 $ 261,747 $ 2,775 293,807 292,308  $ (1,499) E 6-6
9 Advances to the City $ 830 $ 830 $ - 3$ - $ - $ - 830 830 $ - 6-5
10 Advances to other funds $ - $ - $ - $ 67,255  $ 67,255  $ - 67,255 67,255  $ - 6-8
11 Prepaid expenses $ - $ - 3$ - $ - $ 726 $ 726 - 726 $ 726 F
12 Other assets $ 155 $ 155 $ - $ 20771 $ 20,771 $ - 20,926 20,926 $ - 6-7, 6-9
[ | Total Assets [s 199639 |s 165534 [ s (34,105)[ $ 389,425 [ s 366,924 | $ 22,501 s 589,064 | $ 532,458 | $ (56,606)|
LIABILITIES
13 Accounts payable 2,588 611 $ 1.977) $ 778 $ - $ (778) 3,366 611 $ (2.755) G 6-10
14  Accrued payroll 931 - $ (931) $ 570 $ - $ (570) 1,501 - $ (1,501) H 6-10
15 Deposits, retentions, and other payables 957 897 $ - $ - 957 897 $ (60) J 6-14
16 Advances from other funds - - $ - $ 14,671 $ 14,671 $ - 14,671 14,671 $ - 6-16
17 Due to the City of San Jose 1,061 1,739 | $ 678 $ - $ - $ - 1,061 1,739 | $ 678 K 6-11
18 Due to the County of Santa Clara - 7,542 $ 7,542 $ - $ - $ - - 7,542 $ 7,542 L 6-12
19 Deferred revenue 31,529 34,057 $ 2,528 $ 9,397 $ 9,333 $ (64) 40,926 43,390 $ 2,464 M 6-13
20 Unearned revenue 2,803 - $ (2,803) $ - $ - $ - 2,803 - $ (2,803) M 6-13
21 Due to other funds $ 135 $ 135 $ - $ 135 $ - $ (135) 270 135 $ (135) N 6-3
22 _Due to other agencies $ 1,506 $ 1,505  $ @ s - $ - $ - 1,506 1,505  $ [€5) 6-15
[ [Total Liabilities [$ 415103 46486 s 5,036 | $ 25551 24,004 | $ (1,547 67,061 | $ 70,490 | 3,430 |
[ [Fund Balances [s 1s8129|s 119,048[ s (39,141)[$ 363,874 342,920 | $ (20,950)[ s 522,003 [ $ 461,968 | $ (60,036)|
Note:

A Agency cash and investments decreased primarily due to the debt service payments made to the bond trustee and the low-moderate payments made to the Housing Department, net of tax increment receipts received. Housing cash and
investments decreased due to the decrease in tax increment revenues received. The Housing Department received $36 million in FY 2010/2011 but has only received $17 million in FY 2011/2012.

B Agency cash and investments decreased primarily due to the debt service payments made to the bond trustee and the low-moderate payments made to the Housing Department, net of tax increment receipts received. The Housing cash
and investments of $1.3 million that were received in the prior year were used to fund the matching requirement for the $3 million FEMA grant to provide seismic safety upgrades to mobile homes in San Jose ($1 million) and to
rehabilitate the Vermont Street Housing Development that is currently vacant and in need of substantial rehabilitiation in order to be occupied ($300,000).

C Accrued interest balances represent interest earned on funds deposited in the City pool. Balances vary from year to year based on average balances held in the pool and the rate of return that the pool is able to receive on its investments.
The Agency accrues interest related to loans in this account during the year, then transfers this accrued interest to loans receivable as part of its year-end close process. Since 1/31/12 is not a year-end date, the accrued interest related
to loans receivable has not been transferred.

D The Agency's other receivables decreased due to the repayment of outstanding accounts and rent receivable balances. None of the individual accounts or repayments are significant. In FY 10/11, the Housing Department accrued
approximately $29,000 for the repayment of a deferred loan and miscellaneous revenues earned. The accrual was reversed in FY 11/12 upon collection of the funds.

m

Agency loans receivable decreased due to loan repayments on several outstanding loans. None of the individual payments are significant and the Agency has a large loan portfolio with many outstanding loans. Housing loans receivable
increased due to adjustment to reduce the loan reserve on certain loans net of loan repayments on several outstanding loans. None of the individual adjustments or payments are significant and Housing has a large loan portfolio with
many outstanding loans.

The Housing Department prepaid the annual retirement contribution that is amortized on a monthly basis throughout the fiscal year.

m

®

The Agency's accounts payable decreased due to the reduced scope of operations and project costs incurred. Accounts payable balances relate primarily to the administration of operation costs necessary to maintain the remaining Agency
staff. Housing's accounts payable were reduced to zero as the administrative costs of maintaining the housing fund were transferred to another City fund.

The Agency's accrued wages decreased because it only accrues wages as part of its year-end close. Housing's accrued wages were reduced to zero as the personnel costs of maintaining the housing program were transferred to another
City fund.

The decrease in Agency deposits is due to the completion of fagcade improvement and redevelopment projects that require deposits during the projects and are released by the Agency upon completion of the projects.

I

o

K The City paid the Agency's HUD 108 loan payments that were due in the first half of FY 11/12. The City does not anticipate repayment of this amount and it has been removed from the Agency's asset schedule.

L The increase in the Due to the County of Santa Clara is due to the first half of FY 11/12 pass-through that the Agency owes the County.

M The Agency's deferred and unearned revenue generally represents an offset to the loans receivable and developer contributions recorded as assets, as most of the loans are not considered collectible within the following fiscal year. The
amount is not consistent with the change in loans receivable because the Agency does not reclassify interest earned but not paid on loans from accrued interest to loans receivable until the end of the year. It also does not reclassify
unearned revenues from deferred revenues until the end of the year. These adjustments will make deferred revenues consistent with loans receivable. Housing's deferred revenues decreased due to payment on two loans that had
previously been offset with deferred revenue.

Housing's due to other funds decreased because there is no accrual for the Supplemental Teeter in the middle of the fiscal year.

z

Source: City of San Jose Redevelopment Agency and City of San Jose Housing Department 20



City of San Jose Redevelopment Agency Section 5

Analysis of Assets, Liabilities and Transfers as of June 30, 2010; June 30, 2011; and January 31, 201:
County of Santa Clara Auditor-Controller

(Per ABX1-26 Section 34177)
(In Thousands)

Redevelopment Agency Housing Activities Total
| Change Change Change
No. Description 6/30/2010 | 6/30/2011 | 6/30/10 - 6/30/11 [ 6/30/2010] 6/30/2011 | 6/30/10 - 6/30/11 | 6/30/2010 | 6/30/2011 | 6/30/10 - 6/30/11 Note REF. #
ASSETS
1 Cash and investments - unrestricted 55,661 14,938 $ (40,723) 49,813 39,611 $ (10,202) 105,474 54,549 $ (50,925) P 6-1
2 Cash and investments - restricted 192,041 148,076  $ (43,965) - 1,302 $ 1,302 192,041 149,378  $ (42,663) Q 6-1
Receivables
3 Accrued interest 240 67 $ (173) 1,365 1,434 $ 69 1,605 1501 $ (104) R 6-2
4 Due from other funds 21 135 $ 114 10,001 - |s (10,001) 10,022 135 $ (9.887) s 6-3
5 Due from the City of San Jose 22 179 | $ 157 - - $ - 22 179 | $ 157 S 6-3
6 Due from other agencies - - 3$ - 51 51 $ - 51 51 $ - 1-1
7 Other 1,601 424 $ (1.267) 30 29 8 @ 1,721 453 $ (1.268) T 6-4
8 Loans receivable 32,836 34,835 $ 1,999 251,951 258,972 $ 7,021 284,787 293,807 $ 9,020 u 6-6
9  Advances to the City 1,080 830 $ (250) - - s - 1,080 830 $ (250) \ 6-5
10  Advances to other funds - - s - 52,721 67,255 $ 14,534 52,721 67,255 $ 14,534 w 6-8
11 Prepaid expenses - - 3$ - - - $ - - - $ -
12 Other assets 267 155 _$ (112) 21,118 20,771 $ (347) 21,385 20,926 $ (459) X 6-9
| Total Assets | 283,859 | 199,639 [ s (84,220 387,050 | 389,425 | $ 2,375 | 670,909 | 589,064 | $ (81,845)|
LIABILITIES
13 Accounts payable $ 7,448 $ 2,588 $ (4,860) $ 394 $ 778 | $ 384 7,842 3,366 $ (4.476) Y 6-10
14 Accrued payroll $ 364 $ 931 $ 567 $ 474 s 570 $ 96 838 1501 $ 663 z 6-10
15 Deposits, retentions, and other payables $ 1,700 $ 957  $ (743) $ - $ - $ - 1,700 957  $ (743) AA 6-14
16 Advances from other funds $ - $ - 3$ - $ 580 $ 14,671 $ 14,091 580 14,671 $ 14,091 BB 6-16
17 Due to the City of San Jose $ 1,360 $ 1,061 $ (299) $ - $ - $ - 1,360 1,061 | $ (299) cc 6-11
18 Due to the County of Santa Clara $ 47,211 $ - 3$ (47,211) $ - $ - $ - 47,211 - $ (47,211) DD 6-12
19 Deferred revenue $ 29,203 $ 31529 $ 2,236 $ 7,486 S 9,397 S 1,911 36,779 40,926 $ 4,147 EE 6-13
20 Unearned revenue $ 3,315 $ 2,803  $ (512) $ - $ - $ - 3,315 2,803  $ (512) EE 6-13
21 Due to other funds $ 21 $ 135 $ 114 $ 92 $ 135 $ 43 113 270 $ 157 FF 6-3
22 _Due to other agencies $ 3,648 $ 1,506 $ (2,142) $ - $ - $ - 5 1,506 $ (2,142) GG 6-15
[Total Liabilities [$ 943603 41510]s (50,708)| $ 9,026 [ s 25,551 | $ 16,525 | $ 103,386 | $ 5,824 | $ (34,183)|
[Fund Balances [s 189,499 [s 158,129[s (33,512)[ 3 378,024 [ s 363,874 | $ (14,150)] $ 567,523 | $ 583,240 | $ (47,662)|

P The Agency's cash and investments decreased primarily due to lower than expected tax increment revenues collected to fund existing redevelopment project costs. The Assessor determined that assessed property values declined by 7%
compared to the prior year. For Housing, the City issued Housing Set-Aside Bonds Series A through C in 2010 that caused debt service payments to increase in 2011. This balance is primarily for repayment of debt obligations.

Q The Agency's cash and investments decreased primarily due to the drawdown of over $30 million of unspent bond proceeds to fund existing redevelopment project costs and to fund the settlement agreement with the County of Santa
Clara. The increase in Housing's cash and investments is due to a repayment from the Lucretia Gardens project that was funded by bond proceeds.

R Accrued interest balances represent interest earned on funds deposited in the City pool. Balances vary from year to year based on average balances held in the pool and the rate of return that the pool is able to receive on its investments.

S The increases in the Agency's Due From Other Funds and Due From the City represent the Agency's overpayment of low-moderate income housing funds to the City's Housing Department. Housing's Due From Other Funds balance in 2010
represents unspent bond proceeds from the Housing Set-Aside Bonds Series C that were held by the RDA and transferred to the Housing Department in 2011.

T Other receivables decreased due to the repayment of outstanding accounts receivable with significant balances. In particular, the Agency was able to collect a receivable for $800,000 for the Porter Stock Insurance Proceeds and $450,000
for the sale of the 445 Old West Julian Street property. See the Other Receivable tab for further details.

U The Agency's loans receivable increased approximately $2 million due primarily to the Agency loan to Urban Markets for the development of the San Pedro Square project. Housing's loans receivable increased approximately $7 million
due primarily to the issuance of five new low-moderate income housing loans to developers. All loans were made prior to the dissolution date of the Agency.

V Advances to the City decreased by $250,000 because the former Executive Director repaid his home loan to the City shortly after his termination. The City subsequently repaid the Agency, which had funded the loan. See the Advances to
the City tab for further details.

W These balances represent the loans made to the RDA to make the SERAF payments in 2010 and 2011.

X The Agency's other assets decreased primarily due to the release of the deposit related to the sale of the Block 2 and Block 8 properties.
is due to an appraisal on the Vermont property that reduced its carrying value.

Y The Agency's accounts payable decreased due to the reduced scope of operations and project costs incurred. Housing accounts payable increased approximately $400,000 due to the check run schedule changing from weekly to bi-weekly
in FY 10/11.

Z The Agency's accrued wages increased due to the change in the payroll cutoff date at year-end increasing from 3 unpaid days in the prior year to 4 unpaid days in the current year couple with termination payments to Agency staff
eliminated at the end of the fiscal year. Housing's accrued wages increased approximately $100,000 as the payroll cutoff date at year-end consisted of 4 unpaid days compared to 3 unpaid days in the prior year.

AA The decrease in deposits is due to the completion of fagcade improvement and redevelopment projects that require deposits during the projects and are released by the Agency upon completion of the projects. See the Deposits tab for
further details.

BB This balance represents loans from the City to fund the SERAF loan to the RDA. The loan in FY 10/11 was funded through City funds.

CC The decrease in Due to the City of San Jose is due to the reduction of payments due from project service memorandums issued as part of cooperation agreements between the Agency and the City. The Agency has in the past entered into
cooperation agreements with the City to fund various projects on behalf of the City and to reimburse the City for the actual salaries and fringe benefits of employees who work under the supervision of the Agency.

DD The decrease in Due to the County of Santa Clara is due to the repayment of prior years' pass-through tax increments revenues, County administration fees, and interest on the past due balances. The Agency lost a lawsuit that required it
to repay the balance recorded in FY 09/10 by utilizing unspent bond proceeds and unrestricted funds, and transferring the Old City Hall property acquired from the City.

EE The Agency's deferred and unearned revenue generally represents an offset to the loans receivable and developer contributions recorded as assets respectively, as most of the loans are not considered collectible within the following fiscal
year. The increase is generally in line with the increase in loans receivable. The increase in Housing's deferred revenue is due to the interest and fees for the SERAF loan. Since the loan was issued in FY 09/10, FY 10/11 was the first full
year to record interest and fees.

FF The increase in Due to Other Funds represent the Agency's overpayment of low-moderate income housing funds to the City's Housing Department. Housing owes the amount to the Agency based on the Supplemental Teeter calculation
which varies from year to year.

Housing's other assets consist of properties held for development projects. The decrease in 2011

GG The decrease represents the change in the amount of AB 1290 revenues that the Agency is required to pass-through to the County. The amounts are calculated based on the amount of tax increment revenue earned from properties based
on assessment.

2010 TRANSFERS 20 11 TRANSFERS
EROM e EROM 1o
TRANSFERS
35 |General $ 8,200,000 HH $ 3,240,913 HH
36 |Special Revenue $ 21,076 JJ
37 |Housing Debt Service
38 |Merged Debt Service $ 5,832,049 KK $ 33,921,863 |
39 [Capital Projects $ 14,053,125 LL $ 37,162,776 MM
40 |City of San Jose
Total Transfers I I $ 14,053,125 | $ 14,053,125 $ 37,162,776 I $ 37,162,776

HH This transfer is to cover general and administrative costs for the Capital Projects Fund that were paid out of the General Fund.
JJ This transfer is the amount of the Supplemental Teeter adjustment that Housing owes the Agency. Since the payment from Housing is received in the General Fund, there is a
transfer between these funds.
KK This transfer is the net transfer from the Capital Projects Fund to the Merged Debt Service Fund to make the required debt service payments.
LL This transfer is the sum of the transfers documented in Notes HH, JJ and KK above.
MM This transfer is the sum of the transfers documented in Notes HH and KK above.

Source: City of San Jose Redevelopment Agency and City of San Jose Housing Department 21



Section 5

San Jose Redevelopment Agency

Fixed Asset Master List
as of 6/30/2011 County of Senta Clara (Dead of Trust)
HUD Collateral
JP Morgan Colateral
Account
o, AssaiiNo Deseription APNNo, Propetty Address Balance Per 6-30-11
10.1607 10008 Land - Civic Center Development Site 467-20-014 167-175 E. Santa Clara 71312001 1,503,750 1,503,750.00 - - - 1,503.750.00
10.16017 10010 Land - Clvic Center Development Site 467-20-082 159 E. Santa Clara 7/23/2001 1,086,229 1,086,228.58 = - - 1,086,228.58
10,9601 10011 Land - Civic Center Development Site 487-20-083 188 E. Santa Clara 7/23/2001 1,465,074 1,465,074.05 - - - 1,465,074.05
10.1601 10012 Land - Givic Center Development Slte 467-20-010 21 N. 5th St 7/27/2001 2,432,170 2,432,169.85 - - - 2,432,169.85
10.1601 10013 Land - Civic Center Development Site 467-20-013 181 E. Santa Clara 7/13/2001 822 542 922,541.79 - - - 822,541.79
10,1601 10032 Land - West Julian 259-27-008 551 West Julian 8/3t/2001 975,819 975,819.34 - - - 975,818.38
10.1601 10043 Land - Civic Center Development Site 4657-20-08€ (old -007 ) 33 N. 5th St., 9/20/2001 737,699 737,698.81 - - - 737,696.81
10.1601 10067 Land - Civic Center Develapment Site 467-20-087 {old -016) 40 N. 4th St, 1/24/2002 1,728,974 1,728,973.94 . - - 1,728,973.94
10.9607 10096 Land - Antt Graffiti Office 264-31-037 501 Vine Street 8/15/1986 310,909 310,909,35 - - - 310,909.35
10.1601 10117 Land - Brandenburg Mived Use 312003 16,607,216 16,607,216.19 . - - 16,607,216.19
10.9601 10126 Land- Camera 1 /2 Fish Bldg 46746075 366 S. 16t Street, San Jose 12/8/2003 1,075,927 1,075,927.13 - - - 1,075,927.13
Downtown Mixed-Used - 105 S.

101601 10137 Montgomery (Stephens Meat Parking Lat) 261-35-010,003,006 105 S, Montgomery St., 2/2/2006 6,356,158 6,356,157.78 - 6,356,157.78 Diridon Authority - -
10.1601 10139 Downtown Mixed-Used - 115 S. Autumn 255-48-011/013 115 S. Autumn Street/510 W. San Fema 6/30/2007 6,118,652 6,345,391.03 - 6,345,391.03 Diridon Authority - -
10.1601 10140 Downtown Mixed-Used- 150 S. Montgomery 259-48-053 150 S. Montgomery St., 6/21/2006 6,250,860 6,250,860.00 - 6,250,860.00 Diridon Authority - -
10.1601 18152 Land - 500 S, 1st Street 472-26-037 500 South First Street 2,400,967 2,420,966.50 - 2,420,966.50 City Hall Exchange - -
10.1601 10153 Land- San Jose Stage 467-47-098 490 South First Street 983,995 983,994.95 . - - 983,994.95
10.1601 10154 Land - Market Gateway Housing 264-30-119 525 South Market Strest 3,253,517 3,253,517.01 . - - 3.253,517.01
10.1601 10156 Land - Century Housing 467-22-153 33 South 3rd Street 4,281,701 4,281,701.04 - - - 4,281,701.04
10.1601 10157 Land - Japantown Mirzido 249-38-051 280 Jackson Strest 11111997 5,360,115 5.350,115.00 5 - - 5,350,115.00
10.1601 10158 Land- 101 San Fernando 467-23-086 101 San Fernando 4/23/1998 7,010,500 7.010,500.00 - - 7.010.500.00 -
10.1601 10158 Land - Fountain Alley Parking Lat 467-22-121 35 8. 2nd St., 1/1/1994 3,570,085 3,570,085.14 - - - 3,570,095.14
10,1601 10161 Land- Mexican Herilage Plaza - Retail Lol 481-18-057 Alum Rock 11111996 368,593 368,593 24 - - . 368,593.24
10.1601 10162 Land - Hanchett parking Lot 261-23-064 1343 The Alameda 6/30/2002 426,632 426,631.50 - - - 426:631.50
10.1601 10163 Land - Litde Portugal Parking Lot 481-13-009 30 Eastwoad Ct 121711991 3,900 3,900.00 - - - 3,900.00
1D.1601 10164 Land - SCVWD Easement 259-37-042 W. San John Street 71171987 27,957 27985717 - - - 27,957.17
10.1601 10165 Land - Ryland Park (under Coleman ovenxing) 259-20-064 75 Basset St 9/6/1990 463,253 463,252.62 - - - 463,252.62
10.1601 10167 Land - GRP/Freeway Landscape 264-25-099/259-45-082/094 333 Prevost St 1/1/1986 5,831,917 5,831,917.31 - - - 5,831,817.31
10.1601 10169 Land- Camera 12 457-46-105 201 S 2nd St 11171986 563,101 563,101.09 - - - 563,101.09
10,1601 10170 Land- The Colonade (retail) 467-45-073 thru 075; 086,097,098 201 S. 4th Street 11111969 1,496 466 1.496,466.16 g - 1,496,466.16 -
10.1601 10171 Land - Block 3 (Central Place) 467-22-156 2nd Street & San Fernando 1/1/1969 2,424,181 2,424,180.50 - - - 2,424,180.50
109601 10172 Land - Block 1 Fairmont Hotel Plaza 259-41-087/8B First Street & San Antonio 1741970 2,240,965 2,240,965.20 - 2,240,965.20  Cily Hall Exchange - -
18.1601 10173 Land - Block 1 Fairmont Hotel Annex 259-56-002 thru 004 First Street & San Antonio 17171998 4,000,000 4,000,000.00 - - 4,000,000.00 -
10.1601 10174 Land - Arena Parking Lot 259-38-130 8 S. Mantgomery 6/30/1992 1,588,087 1,588,087.11 - 1,588,087.11 Diriden Authority - -
10.1601 10175 Land- Civic Center Development Site 4657-20-008/009 31-33 N, 5th Street 6/25/2001 1,071,762 1,071,761.60 - - - 1,071,761.60
10.1601 10177 Land - Califomia Theater 264-29-114;055 345 South First Street 9/1/1885 814,890 814,890.49 - 814,890.49 CSJ for public project - -
10.1601 10178 Land - Downtown Mixed-Used - 102 S. Mantg 253-48-012 102 South Montgomery 5/17/2007 901,580 1,176,588.52 116,666.66 1,283,256.18  Diridon Authority - -
10.1601 10179 Land - Downtawn Mixed-Used - 92 S. Montga 259-38-019 92 South Montomgery/547 W. San Fem: 51712007 1,349,483 1,357,583.34 6,075.00 1,363,658.34 Diridon Authority - -
10.3601 10931 Land - North San Pedro/Brandenburg - 334 T¢258-24-019 331 Terraine St 972412007 1,467.485 1,467,484.90 - - - 1,467,484.80
10.1601 10182 Land - North San Pedro/Brandenburg - 255 B: 259-23-022 255 Bassett Street 9/24/2007 198,000 198,000.00 - - - 198,000.00
10.1601 10184 Land - Plaza Hotel 259-40-071 96 S, Almaden Ave 41472008 2212,794 2,212,794 .24 - - - 2,212,794.24
10.1601 10187 Land - Downtown Mixed-Used - KNTV 645 Pa261-35-014 645 Park Avenue 6/25/2008 6,000,000 6,000,000.00 - 6,000,000.00 Diridon Authority - -
10.1601 10198 Land - Hoffman/ Via Mente Community Cente 567-52-028 and 029 1171 Mesa/5647 Gallup Drive 2,211,175 2,211,174.94 - - - 2,211,174.94
10.1601 10202 Land - Westinghouse lot 259-28-028 610 West Julian and 292 Stockion 2/3/2009 82,937 82,937.00 - - - 82,937.00
10.1601 10205 Land - Autumn St Extension 259-29-041 456 Autumn Ct 4/9/2009 377,068 377,068.00 - 377,068.00 CSJ for public project - -
10.1601 10207 Land - Old Fire Station #1 258-33-077 201 N, Market Street 1/5/1899 - - - -
10,1601 10208 Marriott Hotel (Business Interest) 264-29-111 301 8. Market Street - - - - a
101601 10208 Land - Auturmn St Extension (445 W. Julian) 253-25-003 445 Old West Julian Street 4/1/2010 1,015,507.00 4,880.00 - 1,020,387.00 -
101601 10211 Land - Auiumn St Extension (Akatiff Properties) €/1/2010 4,619,614.00 50,000.00 4,669,614.00 CSJ for public project - -
10,1601 10213  Land - Autumn St Extension (435 W, Julian)  259-25-602 435 Old West Julian Street 6/22/2010 402,443.00 {1,690.00) 400,753.00 CSJ for public project - -
10.1601 10216 Old City Hall Transferred to County of Santa Clara 6/30/2011 444 374,00 - 444,374.00 -

10.1601 Total 136,459 277 117,112,507.41 620,305.66 40,121,667.63 13.871,727.16 63,639 418.28
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San Jose Redevelopment Agency
Fixed Asset Master List
as of 6/30/2011

Account
No,

10.1651
10.1651
10.1651

10.1651
10.1651
10.1651

10023
10034
10062

10119
10151
1017a

10.1651 Total

10.1602

10217

10.1602 Total

10.1652
10.1852
10.1652
10.1652
10.1652

10145
10146
10147
10133
10198

10.1652 Total

10.1659
10.1658
10.1659
10.1659
10.1658
10.1653

10148
10192
10168

10201
10203

10.1658 Tatal

10.1653

10098

10.1653 Total

10.1604
10,1604
10.1604
10.1604
10.1604
101604
10.1604

10026
10123
10185
10191
10200
10204
10206

10.1604 Total - CIP

10.1655

10005

10.1655 Tatal

10.1605

10196

10.1605 Total - CIP

10.1657
10.1657

10007
10144

10.1657 Total

10.1608
10.1609
10.1608
10.1609

10188
10180
10183
10194

10,1609 Total - CIP

County of Santa Clara (Deed of Trust)

HUD Collateral
JP Morgan Collateral

Section 5

6/30/10 Ending
Bascrpbon APN Mo, Balance Balance Per 6-30-11
Land - Parking Lot on Vine St & Woz Way
{Canvention Center) 264-31-068/101/109 Woz Way 31011986 3,377,573 3,377,572.83 3,377,572.83
Land - Jose Theatre 467-22-137 64, 8. 2nd Street 2/25/2000 845,820 845,820.00 845,820.00
Land - Balbach Parking Lot 264-30-010 thru 028 and 136 425 S, Market St 8/4/2000 14,557,943 14,557 943.02 14,557 943.02 -
Land - Parking Lot'Sidewalk on Woz Way
(Boston Properties) (Comvention Center) 264-28-023, 144, 153 and 158 293 Balbach Street (Almaden Blvd) 1/26/1988 1,240,523 786,264.31 786,264.31
Land - The Eily DeFrank Center 261-32-074 938 The Alameda 2,077,481 2,077,461.15 2,077,461.15
Land - Hilton Hotel (Convention Center) 264-25-109 300 Almaden Bivd 10/30/1987 1,304,000 1,304,000.00 1,304,000.00
22.948.061.31 - 14 557.943.02 - 8,391.118.29
Old City Hall Building (Transferred to
County of Santa Clara) 6/30/2011 8.059,752.00 $,059,792.00 -
- 8,055,752.00 - B,059,782.00 -
Building - CA Theafre-Opera San Jose 74,334,734 74,334,733.86 49,469.00 74,384,202.86 -
Building - Joint Library 64,785,278 64,785,277.95 - 64,785,277.95
Building - Jose Theatre 7,155,774 7,155,773,68 - 7,155,773.68
Building - Billy DeFrank Community Ctr 261-32-074 938 The Alameda 613072007 1,070,435 1,070,435.43 - 1,070,435.43
Building - Central Place Parking 20,510,000 20.510.000 00 - 20,510,000.00
187,856 220 92 48 465,00 74,384 202 86 - 93,521,487.06
Bldg Impvt - Temp. Convention Cir, Expansion 7,113,559 7,149,195.30 - 7,149,195.30 =
Bldg Impvt - Convention Ctr. Expansion Phase | 11,019,505 16,140,013.53 - 16,140,013.53
Bldg Impvt - Civic Auditorium 5/1/2007 28677,854 7,482,947 42 4,058,474.14 11,541,421.56
Bldg Impvt - Montgomery Theater impve. 374,740.00 374,740.00
Bldg impvt - MACLA (500 S. 1st Street) 472-26-037 S00 South First Street 9/23/2006 23,500 153,500.00 - 153,500.00 -
Bldg Impvt - SJ Stage (490 S. 1st Street) 472-26-037 500 South First Siree! 9/23/2008 107.985 107.885.00 107,885.00
183 858,625 31.033.841.25 4.433.214.14 7,302,685.30 = 28,164,160.08
Leasehold Impvis. - Fairmont Annex Retail 10/31/2003 1,883,250 1.888.250.00 1,888,250.00 -
1,B88.250 1.888.250.00 - - 1,888 250.00 -
GRP Improvements/Flood Control B/10/2001 5,600 18,927.50 18,827.50
CIP - 4th Street Garage Marketing & Tenant 6/30/2003 2,056,567 2,056,567.09 260,000.00 2,316,567.09
CIP - Br Street Reali 12/1/2007 636,831 976,695.87 - 976,685.87
CIP - Westinghouse Bldg {Demo & Parking Lo259-28-028 610 W Julian/292 Stockton Ave 114,396 227,599.50 - 227,599.50
CIP - Edenvale Community Center 4,792,341 14,834,743.71 641,394,50 15,576,138.21
CIP - Hoffman/ Via Monte Community Center 56,785 286,542.21 24,475.00 110721
CIP - Municipal Stadium 477-38-003 82500 226 000.00 334 ,780,00 560,760.00
7,755,018 18,727 075.88 1.260.649.50 - - 19,987,725.38
Fairmaont Garage Parking Structure 7/31/2001 10,000,000 10.000,000.00 10.000.000.00 -
10.000.000.00 - 10,000.000.00 - -
St James Park Improvements 253,000 272670.00 272570.00
10,253,000 272 670.00 = - - 272,670.00
Equipment - Agency 71,459 71,459.07 71.458.07
Biotech Center Capital Equipment 1.073 438 1.073.497.60 1L.D73.487.60
1,144,857 1,144.856.67 B B 3 1,144 056.57
Bldg Impvt - Camera?/2 Fish Bldg re-raof 457-46-075 366 South First Street 12/1/2007 - =
Bldg Impvt - Faflon House 12/11/2007 92,861 153,845.89 153,345.89
Bidg Impvt - Children Discovery Museum 2/1/2008 166,884 166,884.00 166,884.00
Bldg Impvt - Center for Performing Arts 3/3/2008 31,705 34.525.00 34 525.00
355 38 . = - 355,254.89
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Section 5

San Josp Redovelopmuni Agency
Fred Aszet Master Lint
- ol 6GRv2D11 “County of Senta Clara (Dazd of Ty
HD Cobewral
SR N odcum Ciiliiral
5 Descroton s2NNe, rego11
GRAND TOTAL 19.155.000.77 7133963833 14.423,43030 146.365.508.51 Z3.519.758.16 213.475.790.80
101612 Accum Opm- Buldinga 16,034,247.00 7589.237.00 (7.523,135.00) (7.589.237.00) 8,511.112.00
10.1613 Accum Dpm- Leasehold Improv 41166293 411,682.93
10.1615 Accum Dpm- Public improv §.525000.00 ) 5,625,000.00
10.4517 Accum Dpm- Mach & Equipt £66.532.00 - 688.538.00
101619 Accum Dpm- Rullings, lmgrov 34652856 00 {1,604.723.00) 1.862.133.00
Tota) Acasmuinted 26 204 304 .93 _?Sl! 237.00 9,127 258.00) (7,583,237 00) 17 076.446.93
NET BOOK VALLIE 351 655727 34503533340 1443343030 136,366 S06.81 23919.755.16 23255323758

Depreciation was added to the cost total instead of
subtracted for the 6/30/11 column. The total should
be presented as $198,400,345

Changes in Capital Assets
Bridge of 6/30/11 Capital Asset Listing to balances at 1/31/2012

June 30, 2011 Addition Deletion Transfers January 31, 2012
Land 72,030,537 5,994,276 66,036,261
Construction in Progress 20,615,650 557,545 (19,081,411) 976,694
Capital assets being depreciated 122,830,602 95,730 19,081,411 144,863,234
Less depreciation (17,076,446) (2,855,491) (19,931,937)
Capital assets being depreciated, net 105,754,156 (2,759,761) 124,931,297
Total Assets 198,400,343 (5,519,522 6,551,821 - 191,944,252

* = in the above schedules represent the assets that were deleted or transferred
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Section 6

. 60 South Market Street, Suite 800, San Jose, CA 95113
. k‘ Phone 408.961.6300 Fax 408.961.6324 Email bpm@bpmcepacom Web bpmcpa.com

BURR PILGER MAYER

INDEPENDENT ACCOUNTANTS' REPORT
ON APPLYING AGREED-UPON PROCEDURES

To the County of Santa Clara Auditor-Controller’s Office

We have performed the procedures enumerated below, which were agreed to by the County of Santa Clara
Auditor-Controllet’s Office (the County Auditor-Controller), solely to assist you in assessing that the
dissolved redevelopment agency complied with its statutory requirements with respect to the California
Legislature’s Assembly Bill (AB) X126 and AB 1484. Management of the Successor Agency to the
Redevelopment Agency of the City of San Jose (the Successor Agency) and the County Auditor-Controller
are responsible for the accounting records pertaining to statutory compliance pursuant to Health and Safety
Code Section 34182(a)(1). This agreed-upon procedures engagement was conducted in accordance with
attestation standards established by the American Institute of Certified Public Accountants. The sufficiency
of these procedures is solely the responsibility of those parties specified in the report. Consequently, we make
no representation regarding the sufficiency of the procedures described below either for the purpose which
this report has been requested or for any other purpose.

Our procedures and findings are as follows:

A. Recognized Obligation Payment Schedule

1. Obtain the draft Recognized Obligation Payment Schedule (ROPS) prepared per Health and Safety
Code Section 34177()(2)(A) and verify that it was prepared by March 1, 2012.

Result: - No exceptions were noted as a result of our procedures.

2. Review the draft ROPS to ensure that it includes (1) the projected dates, (2) the amounts of
scheduled payments for each enforceable obligation, and (3) the dates and payments for the
remainder of the time period during which the redevelopment agency would have been authorized
to obligate property tax increment had such a redevelopment agency not been dissolved.

Result: - No exceptions were noted as a result of our procedures.

3. For each bond obligation on the draft ROPS identified as qualifying under Health and Safety Code

Section 34171(d)(1)(A), perform the following:

e Obtain the bond documents.

e  Obtain the documentation of bond covenants

e Trace the bond to its issuing legislation.

e Trace the bond to its issuing party. Identify if it is issued by the Redevelopment Agency of the
City of San Jose (the RDA) or other entity.

e Determine if the issuing legislation qualifies the bond for inclusion on the ROPS.

e Reconcile the bond obligations by component; i.e. required debt service, reserve set-asides,
other payments; and document any differences.

Result:  We identified an agreement for bond consulting services that documented a not-to-exceed
fee that was $100,000 lower than the amount of the obligation recorded. See the
Reconciliation of Draft and Certified Recognized Obligation Payment Schedules in
Section 3 for further details.

The bond documentation provided by the RDA is located in Section 7.
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To the County of Santa Clara Auditor-Controller’s Office
Page 2 of 10

4. For each loan obligation on the draft ROPS identified as qualifying under Health and Safety Code
Section 34171(d)(1)(B), perform the following:
e Trace ecach loan to its lawful purpose, for example money borrowed from the Low and
Moderate Income Housing Fund. Provide documentation of the purpose.
e Trace the loan to a required repayment schedule or other mandatory loan terms. Provide
documentation of the schedule or terms.

Result:  No exceptions were noted as a result of our procedures. The loan documentation
provided by the RDA is located in Section 7.

5. For each required payment obligation on the draft ROPS identified as qualifying under Health and
Safety Code Section 34171(d)(1)(C), perform the following:
e Trace each required payment to the source of the requirement.
e Provide documentation of the source and of the terms.

Result:  No exceptions were noted as a result of our procedures. The payment documentation
provided by the RDA is located in Section 7.

6. For each judgment and settlement obligation on the draft ROPS identified as qualifying under
Health and Safety Code Section 34171(d)(1)(D), perform the following:

e Trace each judgment or settlement to its source document.
e Provide documentation and substantiation of the source and the terms.

Result:  No exceptions were noted as a result of our procedures. The judgment and settlement
documentation provided by the RDA is located in Section 7.

7. For each legally binding and enforceable agreement obligation on the draft ROPS identified as
qualifying under Health and Safety Code Section 34171(d)(1)(E), perform the following:
e Trace each agreement or contract to its source document. Provide documentation of the
source.

e Trace each agreement to documentation justifying that it is not void because of a debt limit
violation or public policy. Provide documentation of the justification.

Result:  We identified agreements for three obligations where the term of the agreement ended
prior to January 1, 2012, No amendment was provided to demonstrate that the agreement
supporting the obligation was still in effect. These three obligations totaled $13,746. See
the Reconciliation of Draft and Certified Recognized Obligation Payment Schedules in
Schedule 3 for further details.

We identified agreements for three obligations where the agreement was between the City
of San Jose (the City) and a third party vendor. The RDA entered into a project services
memorandum with the City where the City contracted with a third party vendor to provide
services using RDA funds. The RDA has already provided the funds to the City to
compensate the third party vendor upon completion of the setvices so there is no legally
binding agreement between the RDA and the third party vendor. These three obligations
totaled $291,128. See the Reconciliation of Draft and Certified Recognized Obligation
Payment Schedules in Schedule 3 for further details.

The legally binding and enforceable agreement and contract documentation provided by
the RDA is located in Section 7.
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10.

For each administrative cost obligation on the draft ROPS identified as qualifying under Health
and Safety Code Section 34171(d)(1)(F), petform the following:

e Identify the justification for the obligation. Provide the reason.

e Trace each agreement or contract to its source document. Provide documentation of the
source.

Result:  No exceptions were noted as a result of our procedures. The documentation that was
provided by the RDA is located in Section 7.

For each obligation on the ROPS, ensure that the obligation was an obligation of the RDA as of
June 28, 2011 per Health and Safety code Sections 34161 through 34165. Under these codes, the
RDA cannot incur new indebtedness or expand existing monetary or legal obligations, amend
agreements, contracts, etc. as of June 28, 2011.

Result:  We identified three agreements, per Section 2, for obligation where the agreement was
entered into after June 28, 2011. See the Reconciliation of Draft and Certified Recognized
Obligation Payment Schedules in Section 10 for further details.

Review the draft ROPS:

e Trace it to the fiscal year 2011/2012 Statement of Indebtedness filed with the County Auditot-
Controller on or before October 1, 2011. Document the differences.

e Trace the obligations on the draft ROPS to the Enforceable Obligation Payment Schedule
(EOPS). Document the differences.

e For payments already made, trace the payment amount and date to the documentation of the
payment.

e Verify that payments made by the successor agency were made in accordance with the EOPS
and the draft ROPS.

e Ensure that the EOPS complied with statutory requirements.

e Pursuant to Health and Safety Code Section 34178, determine which written agreements listed
in the ROPS are valid and bind the successor agency.

e Review the EOPS prepared by the RDA pursuant to Health and Safety Code
Section 34169(g)(1) to ensure it was adopted within 60 days from August 30, 2011.

e For each obligation on the EOPS, ensure the schedule includes (1) the project name associated
with the obligation, (2) the payee, (3) a short description of the nature of the work, product,
service, facility, or other thing of value for which payment is to be made, and (4) the amount of
payments obligated to be made, by month, through June 30, 2012.

e Identify items on the EOPS that were changed from the original schedule. Substantiate the
reason for the change. Ensure that these items are subjected to all applicable procedures
identified above.

Result:  We traced the obligations from the draft ROPS to the Statement of Indebtedness and
noted a total net difference of $548,232,954. The difference was primarily due to the
exclusion of legally binding and enforceable agreements and contracts being included in
the Statement of Indebtedness, net of debt service payments made on bonds during the
period between the preparation of the Statement of Indebtedness and the draft ROPS.
See Attachment A for further details.
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We traced the obligations from the draft ROPS to the EOPS and noted a total net
difference of $11,156,521. The difference was primarily due to additional payments
required by government and administration of operation obligations recorded on the
ROPS that were not included on the EOPS. See Attachment B for further details.

We tested payments made as documented in the draft ROPS from January through March
2012. No exceptions were noted based on our review of the documentation and the
payments were only for obligations listed on the draft ROPS.

We obtained the second amended EOPS approved by the RDA’s Board of Directors on
January 31, 2012. We also obtained the Board Resolution No. 6034 approving the second
amended EOPS. The original EOPS was approved by the RDA’s Board of Directors on
August 23, 2011, satistying the requirements of Health and Safety Code
Section 34169(g)(1). We obtained Board Resolution No. 6029 approving the original
EOPS. For the second amended EOPS, we noted that all of the required elements were
included in the schedule. Several items were added to the second amended EOPS that
were not included in the original EOPS. All items added were tested as part of the
enforceable obligations listed in the draft ROPS. In addition, agreements were tested to
determine that they were valid in accordance with Health and Safety Code Section 34178
as part of the agreements testing in procedure #7 above. See the results of procedure #7
for further details.

B. Redevelopment Agency’s Assets and Liabilities

1.

Obtain a summary schedule and detail listing of the RDA’s assets and liabilities as of June 30, 2010;
June 30, 2011; and January 31, 2012. Trace and agree the detail listing to the summary amounts.

Result:

We obtained a summary schedule and detail listing for each asset and liability line item in
the RDA’s balance sheet as of June 30, 2010; June 30, 2011; and January 31, 2012. We
traced and agreed the detail listing for each asset and liability line item to the summary
schedules without exception.

Compare each period’s assets and liabilities and document the changes.

Result:

We compared each period’s assets and liabilities. We provided an explanation for each
summary amount that showed a change between periods. We also obtained
documentation for items that were potentially questionable to determine whether an
adjustment was necessary based on the documents received. See Sections 5 through 6 of
the report for a synopsis of the detailed schedules and documents and the adjustments

proposed.

Obtain a listing of additions and deletions of assets and liabilities for the periods from:
(1) July 1, 2010 through December 31, 2010; (2) January 1, 2011 through June 30, 2011; and
(3) July 1, 2011 through January 31, 2012. Recalculate the activity in the listings to ensure that
beginning balances plus additions less deletions equal ending balances.

Result:

We obtained a listing of additions and deletions for each asset and liability line item in the
RDA’s balance sheet for the periods defined above. We recalculated the activity in the
listings without exception.
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4. For each capital asset, confirm its existence by either physically observing the asset or, if the asset is
not reasonably available for viewing, obtain documentation confirming the existence of the asset.
For each capital asset, provide documentation of the asset cost, date placed in service, current
condition, and ownership by the redevelopment agency and successor agency.

Result: - BEach capital asset’s existence and current condition was confirmed by physically observing
the asset without exception. We obtained the Fixed Asset Master List to verify the asset
cost and date placed in service for each asset without exception. We confirmed the
Successor Agency’s ownership of land by obtaining grant deeds. We noted two parcels of
land that were included in the Fixed Asset Master List but not reported to the State
Controller’s Office for the asset transfer assessment: 331 Terraine Street (APN #259-24-
039) acquired for $1,467,485 on September 24, 2007 and 255 Bassett Street (APN #259-
23-027) acquired for $198,000 on September 24, 2007.

5. For each capital asset deletion, obtain documentation of the disposal, including the manner of
disposal and, if a sale or transfer, the entity or person receiving the asset.

Result: - We obtained documentation for the disposal of each capital asset deletion. For sales or
transfers of assets to non-governmental entities, we applied the transfer procedures in
procedure #6 below and summarized the results in the Establishment of Transfers
Schedule in Section 1. No exceptions were noted as a result of performing this procedure.

6. Obtain a list of assets transferred from the RDA. For assets transferred from the RDA:
e Provide a listing of all transferred assets, including the item value and entity or person to which
the RDA transferred the item.
e Provide documentation of the reason for the transfer.
e Identify if the State Controller’s Office has reviewed the transfer.
e If reviewed by the State Controller’s Office, provide the results of the review.
e If not reviewed by the State Controller’s Office, provide the reason not reviewed.

Result:  We obtained a list of asset transfers from the RDA to other governmental entities. We
summarized the asset transfers, including the value of the transfer, the governmental entity
receiving the transfer, and the reason for the transfer, in the Establishment of Transfers
Schedule in Section 1. We noted that most asset transfers made from the RDA to other
governmental entities were in violation of the clawback provision of the Health and Safety
Code. See the Executive Summary and Section 5 for further details. The State
Controller’s Office issued a general letter on April 20, 2012 to Successor Agencies
clarifying the treatment of transfers. The State Controller has reviewed the asset transfers
from the RDA to the San Jose Diridon Development Authority but has not issued its
report by date this report.
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7. For assets that are Low and Moderate Income Housing Funds:

If transferred, obtain documentation of transfer to a successor agency.
If not transferred, provide reason.

Result:  On January 20, 2012, the RDA Board of Directors adopted a resolution memorializing the

transfer, by operation of law, as of February 1, 2012, of all housing assets and functions,
with regard to the Low and Moderate Income Housing Program, to the City as Successor
Housing Agency. The RDA Board of Directors adopted a new fund for the Successor
Housing Agency, effective February 1, 2012, entitled “Affordable Housing Investment
Fund.”

The Successor Housing Agency’s liquid assets are pooled with the City’s assets; therefore,
the Successor Housing Agency has not changed the name on deposit and investment
accounts that hold the Successor Housing Agency’s assets.

8. Review the RDA’s audited financial statements as of June 30, 2010 and June 30, 2011.

Verify the audits meet the guidelines issued by the California State Controller, including a
report on the RDA’s compliance with laws, regulations, and administrative requirements.
Ensure the audits were conducted in accordance with Government Auditing Standards.

Verify the RDA received an unqualified opinion on the financial statements; if other than
unqualified, document the reasons for the qualification.

Obtain copies of the audit, management letter, and any other results/products delivered by the
auditors.

Trace asset and liability amounts as of June 30, 2010 and June 30, 2011 to the annual financial
audit of the RDA. Identify reasons for differences.

Result:  We received copies of the audited financial statements for the years ended June 30, 2010

and 2011. Per the auditor’s reports, the audits met the guidelines issued by the California
State Controller and include reports on the RDA’s compliance with laws, regulations, and
administrative requirements. The audit reports noted that the audits were conducted in
accordance with Government Auditing Standards and the RDA received unqualified
opinions on the financial statements. We received a copy of the management letter for the
year ended June 30, 2010. No letter was issued for the year ended June 30, 2011. The
June 30,2010 management letter reported required communications to the Board of
Directors but there were no findings. The audited asset and liability balances were the
basis for the summary schedules that we used in procedure #1 above and are reconciled to
the detailed schedules provided by the Successor Agency.

9. Perform analysis as follows:

Compare the RDA’s financial statements as of June 30,2010 to the statements as of
June 30, 2011 and January 31, 2012.

Identify fluctuations in amounts greater than $5,000. Substantiate reasons for the fluctuations.
Trace revenues received to the assets that generated the revenues.
Read the footnotes. Identify assets.

Trace assets identified to the RDA assets as of January 31,2012, Identify and substantiate
reasons for differences.
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10.

11.

12.

13.

14.

Result: - In conjunction with procedure #2 above, we performed analysis on each asset and liability
line item in the RDA’s balance sheet as of June 30,2010; June 30,2011; and
January 31, 2012. We summarized the reasons for the fluctuations between periods for
fluctuations greater than $5,000 in Section 6. As part of this analysis, we explained the
linkages between revenues and the assets that generated the revenues. We read the
footnotes to the financial statements to ensure that all assets were included in the financial
statements without exception. Asset differences identified as of January 31, 2012 were
documented as part of the asset disposal and asset transfer procedures performed in
procedure #5 and #6 respectively.

Review expenditures made after June 28, 2011 to ensure they met the conditions of Part 1.8

(commencing with Health & Safety Code Section 34161).

e Tor cach expenditure, provide its rationale.

e For each expenditure greater than $10,000, provide substantiation that it meets the
requirements of Part 1.8.

Result:  Expenditures ate tested as listed on the Recognized Obligation Payment Schedule testing
above. In particular, see the results to procedures #3 through #9 in that Section for
further details.

Confirm assets with Successor Agency personnel.

Result:  Assets were confirmed with Successor Agency personnel as part of the work performed
on procedures #1 through #4 above. In addition, we obtained a written statement from
the Successor Agency’s Executive Director verifying that all assets have been recorded as
documented in the response to procedure #13 below.

Ask Successor Agency personnel of any assets not recorded.

Result:  During the course of performing the other procedures in this section, we periodically
noted inconsistencies between summary schedules, detailed schedules and source
documents. Inquiries were made to Successor Agency personnel when such items were
discovered and corrections were made where appropriate. Sections 1 and 2 show any
adjustments made to correct asset and liability balances. See Sections 1 and 2 for further
details.

Obtain a written statement from Successor Agency personnel verifying that all assets have been
recorded.

Result:  The Successor Agency’s Executive Director provided a signed statement dated June 13,
2012 that all assets as of January 31, 2012 have been recorded as part of the financial

statements.

Review RDA and Successor Agency board minutes from June 30, 2010 to date and identify any
assets not recorded and liabilities transferred in.

Result:  We did not identify any additional assets to be recorded or liabilities to be transferred in as
a result of performing this procedure.

31



Section 6

To the County of Santa Clara Auditor-Controller’s Office

Page 8 of 10

C. Redevelopment Agency Indebtedness

1.

Trace each debt incurred by the RDA to the initial ROPS.

Result: - We performed this procedure in the Recognized Payment Obligation Schedule procedure
#3 above. See the results of that procedure for further details.

Review documentation of the terms of indebtedness.

Result:  We performed this procedure in the Recognized Payment Obligation Schedule procedure
#3 above. See the results of that procedure for further details.

Agree indebtedness to the liabilities testing at June 30, 2010; June 30, 2011; and January 31, 2012 in
the Redevelopment Agency’s Assets and Liabilities Section above.

Result: - We agreed indebtedness listed in the ROPS to the detailed schedules as of June 30, 2010
and June 30, 2011. The Agency did not provide us a detailed listing as of January 31, 2012
but we were able to use the future debt service schedule from January 31, 2012 to
reconcile to the ROPS. We noted differences between the detailed schedules and the
ROPS for interest amounts on variable rate debt. Since interest payments on variable rate
date atre calculated using the effective interest rate as of the statement of net assets date,
these variances are reasonable. Except for these variances, no exceptions were noted as a
result of our procedures.

4. Agree indebtedness to the RDA’s audited financial statements at June 30, 2010 and June 30, 2011.

Result:  We agreed indebtedness listed in the ROPS to the audited financial statements as of June
30, 2010 and June 30, 2011. We noted differences between the detailed schedules and the
ROPS for interest amounts on variable rate debt. Since interest payments on variable rate
date are calculated using the effective interest rate as of the statement of net assets date,
these variances are reasonable. Except for these variances, no exceptions were noted as a
result of our procedures.

D. Redevelopment Agency’s Pass-Through Obligations

1.

Obtain all pass-through agreements.

Result:  Procedure was performed by the County of Santa Clara Auditor-Controller’s Office. See
their report in Section 4 for further details.

Obtain a listing of the RDA’s pass-through obligations as of February 1, 2012, including due dates,

amounts due, and the recipient agency.

e If pass-through amounts are calculated by the Santa Clara County Controller-Treasurer
Department, confirm the amount with County personnel.

e If pass-through amounts are calculated by the RDA, obtain a detailed worksheet of each
calculation. Agree amounts per the worksheet to the total on the summary. Substantiate that
the amount is correctly calculated.

Result:  Procedure was performed by the County of Santa Clara Auditor-Controller’s Office. See
their report in Section 4 for further details.
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For pass-through payments listed as of February 1, 2012 and already made, trace the payment
amount and date to the documentation of the payment.

Result:  Procedure was performed by the County of Santa Clara Auditor-Controller’s Office. See
their report in Section 4 for further details.

List payments, including dates and amounts, which will need to be made during fiscal year
2011/2012.

Result:  Procedure was performed by the County of Santa Clara Auditor-Controller’s Office. See
their report in Section 4 for further details.

E. Other Procedures

1.

2.

Verify that the Successor Agency has been appointed, with names of the Successor Agency’s
Oversight Board submitted to the California Department of Finance by May 1, 2012.

Result: - Per the City Council minutes dated January 24, 2012, the City Council, as the governing
body of the RDA, approved the establishment of the Successor Agency. Per the
Successor Agency letter dated March 22, 2012, the Clerk of the Oversight Board of the
Successor Agency provided the names of the Successor Agency’s Oversight Board
members to the California Department of Finance.

Verify that the Successor Agency has established the Redevelopment Obligation Retirement Fund
in its treasury.

Result: - Per the City Council memo dated January 24, 2012, the Successor Agency established the
Redevelopment Obligation Retirement Fund on February 1, 2012. We obtained the April
2012 bank statements and confirmed that the name on the statements had been changed
to the Successor Agency.

Determine and verify that all of the former RDA assets and liabilities, properties, contracts, leases,
books and records, buildings, and equipment were propetly closed out by the RDA and transferred
to the Successor Agency.

Result:  We obtained the general ledger detail of the RDA and the Successor Agency and verified
that all of the financial information was propetly closed out by the RDA and transferred to
the Successor Agency. Properties, contracts, leases, buildings and equipment were tested
as part of the Recognized Payment Obligation Schedule and the Redevelopment Agency’s
Assets and Liabilities sections of the report. See these sections for further details.

Verify that the Successor Agency remitted all unencumbered balances of redevelopment funds to
the county controller for distribution to taxing entities, pursuant to Health and Safety Code
Section 34177(d).

Result:  Per the RDA Dissolution Memo presented at the City Council meeting on January 24,

2012, there were no unencumbered balances of redevelopment funds available to remit to
the county controller for distribution to taxing entities.
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5. Obtain the final ROPS and perform the following:
e  Verify that the certified ROPS has been approved by the Oversight Board.
e  Obtain a copy of the final ROPS from the Successor Agency.

e  Verify that the final ROPS was submitted to the County Auditor-Controller, the California
State Controller, and the California Department of Finance by April 15, 2012 and is posted on
the website of the Successor Agency.

e Obtain a copy of the final statement of indebtedness and note any difference between the
statement of indebtedness and the final ROPS.

e  Verify that payments were made in accordance with the final ROPS.

e Identify enforceable obligations on the final ROPS that were not already tested in other
procedures, and test in accordance with the procedures above.

Result:

Per the Oversight Board minutes on April 12, 2012 and the Oversight Board Resolution
No. 2012-04-1005, the Oversight Board approved the certified ROPS. We obtained a copy
of the certified ROPS and re-certified ROPS. The re-certified ROPS is included in
Section 3 of the report along with an updated version of the ROPS Reconciliation and
Payment Schedule that reconciles to the re-certified ROPS, see Section 3 for further
details.

The certified ROPS was sent to the County Auditor-Controller and the California
Department of Finance on April 13, 2012. The re-certified ROPS was sent to the County
Auditor-Controller on May 3, 2012 and the California Department of Finance on May 18,
2012. We received documentary evidence that the ROPS and the re-certified ROPS were
sent to the California State Controller.

The statement of indebtedness has not been updated since October 2011. We compared
that statement of indebtedness to the draft ROPS and documented the differences. We
also tested payments from January through March as reported on the draft ROPS and
noted no exceptions. Since no new obligations were added to the final ROPS, no
additional testing of payments is necessary. See procedure #10 in the Recognized
Obligation Payments Schedule Section for further details on the results of these
procedures.

We were not engaged to, and did not, conduct an audit, the objective of which would be the expression of an
opinion as to the appropriateness of the results summarized above. Accordingly, we do not express such an
opinion. Had we performed additional procedures, other matters might have come to our attention that
would have been reported to you.

The report is intended solely for the information and use of the County, the California State Controller’s
Office and the California Department of Finance; and is not intended to be, and should not be used by
anyone other than these specified parties. This restriction is not intended to limit the distribution of this
report, which is a matter of public record.

Vo /ngﬂ Yy, e,

San Jose, California

October 5, 2012
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ATTACHMENT A
Schedule of Differences Between the ROPS and the Statement of Indebtedness
ROPS SOI
Remaining Amount Remaining Amount

Project Name Payee of Obligation of Obligation Difference
Series 1993 (Merged Area Refunding) Union Bank 22,561,800 38,186,850 (15,625,050)
Series 1997 (Merged Area) Union Bank 8,986,749 9,456,396 (469,647)
Series 1999 (Merged Area) Union Bank 17,489,263 17,796,113 (306,850)
Series 2002 (Merged Area) Union Bank 15,450,325 25,334,538 (9,884,213)
Series 2003 (Merged Area) Union Bank 238,179,850 241,293,855 (3,114,005)
Series 2004A (Merged Area) Union Bank 233,911,609 247,557,738 (13,646,129)
Series 2005A (Merged Area) Union Bank 188,857,553 202,589,258 (13,731,705)
Series 2005B (Merged Area) Union Bank 74,264,250 75,940,750 (1,676,500)
Series 2006A (Taxable) (Merged Area) Union Bank 21,051,800 21,427,525 (375,725)
Series 2006B (Merged Area) Union Bank 133,159,000 134,699,750 (1,540,750)
Series 2006C (Merged Area) Union Bank 730,962,153 740,530,724 (9,568,571)
Series 2006D (Merged Area) Union Bank 412,044,500 419,510,575 (7,466,075)
Series 2007A (Taxable) (Merged Area) Union Bank 16,709,715 19,068,608 (2,358,893)
Series 2007B (Merged Area) Union Bank 359,548,425 364,034,688 (4,486,263)
Series 2008A (Merged Area) Union Bank 35,089,625 39,294,184 (4,204,559)
Series 2008B (Merged Area) Union Bank 163,531,550 166,199,309 (2,667,759)
Series 1993 Fiscal Agent Fees Union Bank 127,884 - 127,884
Series 1997 Fiscal Agent Fees Union Bank 52,000 - 52,000
Series 1999 Fiscal Agent Fees Union Bank 58,536 - 58,536
Series 2002 Fiscal Agent Fees Union Bank 79,485 - 79,485
Series 2003 Fiscal Agent Fees Union Bank 77,660 - 77,660
Series 2004A Fiscal Agent Fees Union Bank 85,100 - 85,100
Series 2008A Fiscal Agent Fees Union Bank 75,060 - 75,060
Series 1996A (Merged Area) US Bank 37,730,590 24,392,388 13,338,202
Series 1996B (Merged Area) US Bank 37,660,432 24,327,392 13,333,040
Series 2003A (Taxable) (Merged Area) US Bank 48,003,905 35,055,222 12,948,683
Series 2003B (Merged Area) US Bank 29,862,992 15,518,195 14,344,797
Fiscal Agent Fees - Subordinate Obligations US Bank 166,076 - 166,076
LOC Fees JP Morgan Bank 1,080,000 - 1,080,000

Citigroup Global Markets/
Series 1996A & B Remarketing Fees Merrill Lynch 376,343 - 376,343
Series 2003A Remarketing Fees JPMS LLC Cash Mgmt. 478,583 - 478,583

Bank of America/
Series 2003B Remarketing Fees Merrill Lynch 213,142 - 213,142
Series 1996A & B, Series 2003A & B, Series 2008F
Remarketing Fees Standard & Poors 145,500 - 145,500
4th and San Fernando - Series 2001A Wells Fargo 48,790,915 50,472,311 (1,681,396)
4th and San Fernando - Series 2001A
Fiscal Agent Fees Wells Fargo 46,200 - 46,200
Convention Center - Seties 2001F US Bank 170,732,450 182,897,607 (12,165,157)
Convention Center - Series 2001F
Fiscal Agent Fees US Bank 45,885 - 45,885
Series 1997E (AMT) (Merged Area) Wells Fargo 29,238,288 - 29,238,288
Series 2003] (Taxable) (Merged Area) Wells Fargo 47,276,801 - 47,276,801
Series 2003K (Merged Area) Wells Fargo 8,603,861 - 8,603,861
Series 2005A (Merged Area) Wells Fargo 15,693,750 - 15,693,750
Series 2005B (Taxable) (Merged Area) Wells Fargo 191,039,365 - 191,039,365
Series 2010A-1 (Merged Area) Wells Fargo 101,742,412 - 101,742,412
Series 2010A-2 (Merged Area) Wells Fargo 3,215,500 - 3,215,500
Series 2010B (Taxable) (Merged Area) Wells Fargo 6,057,986 - 6,057,986
Series 2010C (Taxable) (Merged Area) Wells Fargo 230,319,989 - 230,319,989
Bond Logistics Third party consultant 150,000 - 150,000
CSCDA - 2005 ERAF Loan CSCDA 8,666,753 9,904,742 (1,237,989)
CSCDA - 2006 ERAF Loan CSCDA 9,066,536 10,073,794 (1,007,258)
Low Moderate Income Fund Loan 1 City of San Jose 82,000,000 77,315,368 4,684,632
Low Moderate Income Fund Loan 2 City of San Jose 16,000,000 - 16,000,000
Agency Bond Activities Jones Hall 27,280 - 27,280
Agency Operations Urban Analytics, LLC 30,000 - 30,000
Arena Pass-through City of San Jose 3,195,000 - 3,195,000
Autumn Street Relocation City of San Jose 320,000 - 320,000
Property-Based Business Improvement District Property and Business
Payments Improvement District 148,284 - 148,284
Markham Terrace Charities Housing 13,000,000 - 13,000,000
Casa Feliz Various tenants 9,670 - 9,670
San José Redevelopment Agency vs Solis, Torrez Kenneth F. Solis or Bonnie C.
dba Patty's Inn Torrez dba Patty's Inn 150,000 - 150,000
JP Morgan Reimbursement Agreements (2) JP Morgan Chase Bank (2) - - -

Garden City Construction,
Civic Auditotium Inc. 253,989 - 253,989
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ROPS SOI
Remaining Amount Remaining Amount
Project Name Payee of Obligation of Obligation Difference
AECOM Technical Services,
Inc./State Water Resources
Adobe-Water Monitoring Control Board 180,933 - 180,933
ACE Chatter School ACE Charter School 185,373 - 185,373
Corporate Expansion Program Mission West Properties, LP 263,476 - 263,476
Corporate Expansion Program SVTC Solar, Inc. 250,000 - 250,000
Corporate Expansion Program SunPower, Inc. 500,000 - 500,000
Corporate Expansion Program Intermolecular, Inc. 80,000 - 80,000
Corporate Expansion Program Shocking Technologies, Inc. 187,500 - 187,500
First Community Housing per
DDA with Swenson and
North San Pedro Housing NSPT 2,500,000 - 2,500,000
The 88 Master/Residential
Block 3: Central Place Parking Association 264,995 - 264,995
NBD: Fagade Improvements Edwin Bruce Associates 13,673 - 13,673
NBD: Fagade Improvements T&C Corporation 65,000 - 65,000
Michael P. & Suzette M.
Sordello, Joseph B. & Davide
NBD: Fagade Improvements B. Vieira & John Peichoto 60,000 - 60,000
Michael P. & Suzette M.
Sordello, Joseph B. & Davide
NBD: Fagade Improvements B. Vieira & John Peichoto 38,000 - 38,000
Lena and Alphonese Derose
NBD: Fagade Improvements and Anthony Cedolini 98,000 - 98,000
NBD: Fagade Improvements Angela Green 25,000 - 25,000
Japantown - Parking Lot Lease Dobashi Kumata Partners 22,285 - 22,285
The Alameda - Parking Lease Gillick Family Partnership 30,469 - 30,469
Westminster Presbyterian
The Alameda - Parking Lease Church 34,121 - 34,121
Arena Employee Parking West Coast Parking, Inc. 61,600 - 61,600
Arena Employee Parking Classic Parking, Inc. 66,000 - 66,000
The Alameda - Parking Lease Pro-Sweep, Inc. 5,015 - 5,015
JCDecaux San Francisco, LLC
Automatic Public Toilets & Utility Companies 5,618,940 - 5,618,940
Asset Management Hill Enterprises 14,756 - 14,756
Asset Management Flagship Facility Services, Inc. 20,383 - 20,383
Asset Management Security Code 3, Inc. 18,382 - 18,382
Asset Management CA Window Cleaning 2,525 - 2,525
Cornerstone Earth Group,
Real Estate & Relocation Services Inc. 52,433 - 52,433
Keyser Marston Associates,
Real Estate & Relocation Services Inc. 26,571 - 26,571
Cornerstone Earth Group,
Miraido Inc. 85,004 - 85,004
Competitive Art Capital Fund The Tabard Theatre Company 11,500 - 11,500
David J. Powers & Associates,
Autumn Street Infrastructure Inc. 112,354 - 112,354
Center for Employment Training Facility
Renovation Artik Art & Architecture 13,600 - 13,600
Center for Employment
Center for Employment Training Training (CET) 950,000 - 950,000
San Pedro Square Urban Market Utrban Markets, LLC 600,000 - 600,000
San Jose Innovation Center RSTP Investments, LLC 1,364,444 - 1,364,444
North San Pedro Housing - Prop 1C Community Towers, LLC 515,706 - 515,706
North San Pedro Housing - Prop 1C Legacy Bassett Partners 2,094,191 - 2,094,191
North San Pedro Housing - Prop 1C Green Valley Corporation 151,096 - 151,096
North San Pedro Housing - Prop 1C St. James Enterprises, LP 617,514 - 617,514
4th Street Garage Tenant Improvements Flames Eatery & Bar 26,000 - 26,000
San Jose Silicon Valley
NBD: Marketing Chamber of Commerce 34,717 - 34,717
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ROPS SOI
Remaining Amount Remaining Amount
Project Name Payee of Obligation of Obligation Difference
San Jose Downtown
San Jose Downtown Association Association 150,560 - 150,560
Hispanic Chamber of
Small Business Assistance Commerce of Silicon Valley 20,000 - 20,000
Hast Santa Clara Street
NBD Program Operations Business Association 5,000 - 5,000
Japantown Business
NBD Program Operations Association 1,538 - 1,538
North 13th Street Business
NBD Program Operations Association 5,000 - 5,000
Story Road Business
NBD Program Operations Association 5,000 - 5,000
The Alameda Business
NBD Program Operations Association 5,000 - 5,000
West San Catlos Street
NBD Program Operations Business Association 5,000 - 5,000
Winchester Business
NBD Program Operations Association 4,422 - 4,422
Purchase & Sale Agreement Brandenburg/Green Valley 9,975 - 9,975
HUD Section 108 Note (Masson/Dr. Eu/Security) ~ Bank of New York 2,077,841 - 2,077,841
HUD Section 108 Note (CIM Block 3/ Central
Place) Bank of New York 12,535,478 - 12,535,478
HUD Section 108 Note (Story/King Retail) Bank of New York 16,836,622 - 16,836,622
HUD 108 Loans City of San Jose 499,183 - 499,183
Belovida at Newbury Park,
Belovida at Newbury Park - Loan 1 LDP. 7,084,853 - 7,084,853
Roundtable Unity Care 208,540 - 208,540
Brookwood Terrace Family
Brookwood Terrace Family Apartments (5) Apartments, L.P. 1,034,395 - 1,034,395
North 4th - Loan 2 (5) First Community Housing 3,376,123 - 3,376,123
Orvieto (5) ROEM 1,603,455 B 1,603,455
Ford and Monterey (5) Eden Housing, Inc. 1,430,000 - 1,430,000
AB1290 County of Santa Clara - 1,505,622 (1,505,622)
AB1290 County of Santa Clara - - -
County Tax Collection Admin Fees County of Santa Clara - 1,843,280 (1,843,280)
Agency Adopted Capital/Operating Budget
City/Agency Cooperation Agreement - 21,276,434 (21,276,434)
20% Housing Set-Aside - 34,922,320 (34,922,320)
HUD Section 108 Loans - 33,242,907 (33,242,907)
CSJ Parking Fund Loan City of San Jose - 11,846,898 (11,846,898)
CSJ Parkland In-Lieu Obligation City of San Jose - 8,111,800 (8,111,800)
CSJ Other Obligation (406 N. Autumn St.) City of San Jose - 630,000 (630,000)
County Pass-Through Obligation County of Santa Clara - 23,561,815 (23,561,815)
Total 3,878,051,910 $ 3,329,818,956 548,232,954
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ROPS EOPS
Remaining Amount Remaining Amount
Project Name Payee of Obligation of Obligation Difference
Series 2008A (Merged Area) Union Bank 75,060 72,870 2,190
Fiscal Agent Fees - Subordinate Obligations US Bank 166,076 163,661 2,415
LOC Fees JP Morgan 1,080,000 1,516,638 (436,638)
Bond Logistics Third party consultant 150,000 - 150,000
County Tax Collection Admin Fees County of Santa Clara 43,810,200 37,133,151 6,677,049
May 2001 Amended & Restated Agreement
between The County of Santa Clara and the Agency ~ County of Santa Clara 15,609,281 17,143,586 (1,534,306)
Garden City
Civic Auditorium Construction, Inc. 253,988 258,704 (4,716)
AECOM Technical
Setvices, Inc./State Water
Adobe-Water Monitoring Resources Control Board 180,933 78,753 102,179
The Alameda - Parking Lease Pro-Sweep, Inc. 5,015 2,012 3,003
JCDecaux San Francisco,
Automatic Public Toilets LLC & Utility Companies 5,618,940 5,618,282 658
Asset Management Hill Enterprises 14,756 13,862 894
Asset Management CA Window Cleaning 2,525 2,180 345
Keyser Marston
Real Estate & Relocation Services Associates, Inc. 26,571 17,646 8,925
Cornerstone Earth
Miraido Group, Inc. 85,004 78,684 6,320
David J. Powers &
Autumn Street Infrastructure Associates, Inc. 112,354 292,354 (180,000)
Winchester Business
NBD Program Operations Association 4,422 6,130 (1,708)
Escrow Agreement Vendor or Contractor 1,819,410 1,811,411 7,999
CIM Caliifornia Urban
Disposition and Development Agreement Real Estate Fund LP 706,177 288,863 417,314
SNI: 13th Street - Watson Park Joseph J. Albanese, Inc. 225,882 - 225,882
SNI: Spartan Keyes Public Art Marta Thoma 64,000 - 64,000
SNI: Blackford - Underwood Multi-Family Exterior
Program RBF Consulting 1,246 - 1,246
Belovida at Newbury
Belovida at Newbury Park - Loan 1 Park, L.P. 7,084,853 3,794,346 3,290,507
Roundtable Unity Care 208,540 - 208,540
Personnel Personnel Staff 750,000 (387,663) 1,137,663
Concern: EAP Employee
Agency's Operations Assistance 6,500 - 6,500
Employee Transition Services Lee Hecht Harrison LLC 26,750 23,150 3,600
Agency's Operations AT&T Mobility 4,000 2,730 1,270
Agency's Operations ADP, Inc. 5,000 1,510 3,490
Agency's Operations Value Business Products 37,316 36,891 425
Agency's Operations CDW-Government, Inc. 8,308 8,190 118
Canon Business
Solutions/CBS Newcal,
Agency's Operations Inc. 17,813 16,082 1,732
Pitney Bowes Global
Agency's Operations Financial 3,069 1,908 1,161
Agency's Operations Oracle America, Inc. 35,599 29,871 5,728
Rosenow Spevacek
Agency's Operations Group, Inc. 138,560 138,463 97
Agency's Operations Ross Financial 150,000 3,620 146,380
Agency's Operations Misc Vendors 20,339 50,957 (30,618)
Agency's Lease Obligations/Asset Management (6)  Misc Vendors 100,000 41,878 58,122
Low Moderate Income Fund Loan 1 City of San Jose 52,720,679 52,099,425 621,254
SERAF Loan Monitoring Fee City of San Jose 750,000 562,500 187,500
Total 132,079,166 120,922,645 11,156,521
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Unrestricted Housing Cash

Background:

In early February 2012, a cash transfer in the amount of $10,155,043 was made from the Low and
Moderate Program Housing Fund (#443) to the Affordable Housing Investment Fund (#346) and was
recorded as a January 31, 2012 month-end transaction. On June 22, 2012, the State Controller’s Office
stated that these funds should be returned to the San Jose Successor Agency pursuant to the provisions
of Health and Safety Code section 34176, which states that housing assets available for transfer to the
Housing Successor exclude “amounts on deposit in the Low and Moderate Income Housing Fund.”

The City’s position is that the subsequent enactment of AB 1484 included a section that allows this
transfer. Specifically, the trailer bill added Section 34176 (e) (4), which defined as an asset transferrable
to the successor housing agency “any funds derived from rents or operation of properties acquired for
low- and moderate-income housing purposes.” The City has provided a spreadsheet (Exhibit A) listing
the collection of rents, loan repayments, etc. between October 2010 and January 2012 totaling
$10,505,327 in support of the $10.1 million transfer.

Discussion:

Fund 443 operated as a housing general fund for over two decades and included collections of
unrestricted revenues, 20% tax increments, loan repayments and other unrestricted income. Expenses
paid from this fund included all housing staff costs and administration, debt service payments and
program expenditure including loans and grants.

The City’s position that program income from October 2010 through January 2012 has resulted in the
funds of $10.1 million eligible to be transferred has several flaws:

e DOF personnel that we have consulted question the methodology used by the City. They have
indicated that Section 34176 is meant to have prospective effect and not retroactively
encompass 16 months of rental receipts. In fact, specific guidance from DOF on the statutory
provision being relied on by San Jose (i.e. H&S, § 34176(e)(4)) unequivocally states that it was
mean to encompass payments “due from third parties.”! Therefore, the $10 million on deposit
cannot count as a transferrable housing asset.

e Even if we assume—contrary to the statutory language, DOF guidance and the general rule
against retroactive application—that previously-derived funds may be transferred to the
Housing Successor as a housing asset, an examination of the City’s accounting method is
required. Whether 1 month or 16 months were to be considered, it appears that the City did
not offset income with program expenditures during this period. An extrapolation from the
budget for this period would indicate that substantial funds were used for new housing loans.
The City stated during the exit conference that it had suspended loans for this entire period.
However, there would still be program costs offsetting revenues.

! Third Question, Housing Asset Form FAQs, available at
http://www.dof.ca.gov/redevelopment/housing assets/documents/760 Housing Asset Form FAQs.pdf
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e The majority of the income per the City’s schedule (Exhibit A) is loan principal and interest
receipts totaling $8,912,076. Therefore, Health & Safety Code 34176 (e) (4) which references
“any funds derived from rents or operation of properties,” does not appear to support the City’s
argument because it does not even mention loan proceeds and payments that are the majority
of $10.5M. (The prior sub-section (i.e. Health & Safety Code 34176 (e) (3)) does address loans
and it is clear that loan balances due at January 31, 2012 and other receivables can be
transferred. However, this does not include accumulated cash.)

e Fund 443 budget shows that total beginning fund balance went from $59,400,461 in June 2010
to $19,560,248 after the transfer. Adding back the $10,155,043 transfer would amount to
budgeted decline in fund balance of $29,685,170 between June 2010 and July 2012. One of the
key accounting principles is to match current revenues with their related expenses. The deficit
financing for this two year period would indicate that any remaining fund balance must have
been generated in periods prior to June 2010, thereby undercutting the City’s argument that
this money was generated in the 16-month period beginning October 2010.

e Section 34176 (a) (1) states that allowed transfers to the successor housing program exclude
“amounts on deposit in Low and Moderate Income Housing Fund.” The city argues that it used
two sub-accounts—one for all tax increment, and one for all program income. By attempting to
make this distinction, the City appears to be arguing that unspent tax increment fits the
definition of “amounts on deposit,” and can be separated from “other” cash. According to the
City, this “other” cash on deposit is transferrable to the Housing Successor. However, cash is
fungible, and, in any event, loan receipts and program income constitute recycled tax
increment. We find no support for the City’s argument in the law or based on accounting
principles and neither do the Department of Finance officials with whom we have consulted.

Conclusion:

The statute and DOF guidance are clear that all amounts “amounts on deposit in the Low and Moderate
Income Housing Fund” may not be included within Housing Assets eligible for transfer to the Housing
Successor. The City of San Jose is seeking to justify its $10,155,043 transfer by claiming that the transfer
comprised cash segregated from tax increment. However, we cannot find a statutory basis for this
distinction. Moreover, cash is fungible, and for over two decades Fund 443 included all unrestricted
receipts, general and program expenditures and carryover fund balances. As such, all remaining funds
have become homogenized to a point where they cannot be traced to their origin. Absent the transfer,
the $10,155,043 would have been classified as unrestricted fund balance in Fund 443 on January 31,
2012. Consequently, the basic provisions of Health and Safety code section 34176 require the return of
these funds to the Successor Agency.
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EXHIBIT A

Oct. 2010 Nov. 2010 Dec. 2010 Jan 2011 Feb 2011 Mar 2011 Apr2011 _ May 2011 Jun 2011 Jul 2011 Aug 2011 Sept 2011 Oct2011  Nov 2011 Dec 2011 Jan 2012
Sum of EXTENDED_AMOUNT Fiscal Year _ TRAN. PERIOD
FYil FY11 Total |__FYi2 FY1Z Total | Grand Total

TITLE [ 5 5 7 B E] 0 11 12 1 B 3 4 B & 7

[CONDITIONAL GRANT PENALTY {507,162) (507,182) (507,182)
DEFERRED LN REPAYMNT-PRINCIPAL (1,015) (798)  (9.341) (1,273 (28) (1.917)  (33,284)  (1889)| (49,345 (1517) (8B.0S0)  (43.545) (21.510) (10.739) (23.644)| (187,005) (236,351)
DEFERRED LM REPAYMT-INTEREST (1,109) (851)  (3,343)  (1.873)  (1.448) (882) (1,320) (593)| (11,218 (572)  (93.748)  (14.373)  (1,328)  (2,502) (2s9) (1,235 (114.112) {125,330)
EQUITY SHARE (6,000) (13485 (4,550 (40)|  (24,075) (6,209)  (1,299) (7,698) {31,773)
HOMEBUYER SUBORDINATION FEE (1.680) (280) (1,680)  (1,640)  (1,420) (1,120 (840) (840) (9,200) (280) (840) (560) (280) (560) (2,520) (11,720
HSG DEV LOANS PRIN REPAYMENTS (496,495) (1,350,653)  (14,962) (47837) (18,B87) (23,34D) (737,699) (100,201) (24.983)| (2815056) (35,692) (93.451)  (23,740) (21,573) (16,340)  (21,116) (211,911)|  (3,026,967)]
INTEREST (23.828) {23,828) {23,828)
INTEREST ON DEVELOPER LOANS (88,670) (82,922)  (88,883) (457,561) (234,275) (297,182) (2,250,755) (570,048) (458,013)| (4.538,208)| (171,628)  (4,116) (435446) (87,143) (107.408) (112,271) (918,012)|  (5,456,220)
INTEREST ON SECOND MORTG LOANS (208) (a58) (250) (202) (201) (480) (a1 (348) (2,124) {400) (195)  (32,747) (287) (192) (283) (190)] (34,209 (36,418)
PRINC PAYMT HMEBY 2ND MORTG LN (6,375) (4,230) (5647)  (3,843)  (4,295)  (84,190) (3,785)  (49.665)  (4,428)| (146457)| (4618)  (4540)  (44,413) (9.335)  (4,895) (49,269)  (5.974)| (123.242) (269,699)
SECD LOAN REPAYMT-INTEREST (6,822) (6,505)  (7,388)  (8,758)  (5,545) (6,776) (6.525)  (6679)| (55999)| (5.657)  (6,365) (6,166) (6,000) (6218  (6078)  (5055)|  (43.539) (99,538)
SECD LOAN REPAYMT-PRINCIPAL (13,879)  (18)602) (30,990) (19,878) (13,620)  (15811) (14841} (15210)| (143,029) (15457) (48.413)  (14,103) (13790) (19,368) (13,.990) (14,321)] (139.442) (282,472)
THP REPAYMENT (43,000 (7,876)  (38,717)  (32,900) (57) 57 (4,000) (65000)| (191,483) (80,000)  (80,500) (40,000)]  {200,500) (391,993)
'VERMONT RENT (1,500) {500) {500) 1834) (a17) {417) (4,168 (1,251) (417) {1.668) (5.836)
Grand Total (635.220) (1.474,981) _(191,698) (600,143) (291,161) (407.728) (3.026,701) (1,313.242) (577,498) (a.szi,saail (236,817) (336,976)  (702,922) (243.840) (166.144) (203.266)  (91.076)| (1,983.944)| (10,505,327)

% S 7670 =
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LOW AND MODERATE INCOME HOUSING FUND (443)

STATEMENT OF SOURCE AND USE OF FUNDS

EXHIBIT B, PG 1

SOURCE OF FUNDS

Beginning Fund Balance
Contingency Reserve
Reserve for Encumbrances
Retirement Pre-Payment Reserve
Unrestricted

Total Beginning Fund Balance

Revenues
20% Tax Increment
Commercial Paper Proceeds
Homebuyer Subordination Fee
Interest
Loan Repayments
Miscellaneous Revenue
Multi-Family Project Ownership
Transfer Fee
Net Bond Sale Proceeds
Revolving Loan Fund - Teacher
Housing Program

Total Revenues

Transfers
General Fund (Retiree Healthcare)
Redvelopment Obligation Ret. Fd.

Total Transfers
TOTAL SOURCE OF FUNDS

USE OF FUNDS

Expenditures
City Attorney Non-Pers/Equip
City Attorney Personal Svcs
City Manager Non-Pers/Equip
City Manager Personal Services
Commercial Paper Debt Service
Debt Service
Finance Personal Services
HR Personal Services
Hazard Mitigation Grant Match
Homeless Mgmt Info System Support
Homeowner Education Program
Housing Loans and Grants
Housing Non-Pers/Equip
Housing Personal Services
Housing Predevelopment Activity
Housing Rehab Lean

2010-2011 2011-2012 2011-2012 2011-2012  2012-2013
Actual Adopted Modified Estimate* Proposed®

150,000 160,000 150,000 150,000 0
40,360,001 40,360,001 29,715,291 19,560,248 19,560,248
58,220 58,220 58,220 58,220 0
18,832,240 11,021,962 9,688,175 19,843,218 0
59,400,461 51,590,183 39,611,686 39,611,686 19,560,248
36,729,077 34,922,188 17,534,000 17,667,514 0
1,200,000 745,003 0 0 0
12,840 4,200 2,680 2,240 0
170,131 250,000 100,000 58,828 0
17,709,943 5,692,000 392,000 2,385,116 0
20,761 100,000 50,000 156,246 0
0 2,550 0 0 0
10,032 0 0 0 0
303,617 55,000 55,000 0 0
56,156,401 41,670,941 18,133,680 20,269,944 0
39,843 0 0 0 0
0 0 17,420,000 13,864,000 0

39,843 0 17,420,000 13,864,000
115,596,705 93,261,124 75,165,366 73,745,630 19,560,248
7,783 16,724 4,724 2,736 0
644,474 496,232 382,189 345,894 0
16,596 18,375 3,375 4,881 0
19,164 27,012 15,685 14,971 0
562,235 745,003 745,003 520,000 0
25,357,262 24,967,555 24,967,555 24,967,555 0
158,698 215,001 62,411 53,163 0
25,853 30,022 18,649 17,687 0
61,839 800,000 800,000 798,391 0
31,660 0 0 18,340 0
139,870 57,000 0 10,091 0
22,579,288 11,200,000 9,326,834 8,191,168 0
724,780 795,634 95,634 249,904 0
6,997,904 5,747,061 2,884,588 2,861,139 0
31,641 100,000 0 0 0
2,671,199 3,000,000 375,000 49,679 0

XI-59
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EXHIBIT B, PG 2

LOW AND MODERATE INCOME HOUSING FUND (443)

STATEMENT OF SOURCE AND USE OF FUNDS

2010-2011 2011-2012 2011-2012 2011-2012  2012-2013

Actual Adopted Modified Estimate® Proposed”
USE OF FUNDS (CONT'D.)
Expenditures
IT Persenal Services 148,733 0 0 (1,699) 0
Loan Management 130,358 250,000 250,000 (11,449) 0
Overhead 864,180 655,100 655,100 655,100 0
PBCE Personal Services 74,009 0 0 0 0
PW Non-Pers/Equip 6,076 7,650 3,650 3,596 0
PW Personal Services 130,092 130,471 81,940 69,831 0
Rental Assistance Web Search 0 31,000 0 0 0
SJRA Loan 12,815,668 0 0 0 0
Santa Clara County Housing Trust 250,000 250,000 0 0 0
Teacher/First Time Buyer Loan 355,000 1,000,000 50,000 50,000 0
Program
Workers' Comp Claims 85,721 150,000 20,000 17,514 0
Total Expenditures 74,880,083 50,689,840 40,742,337 38,888,482 0
Transfers
Affordable Hsg Invsimnt Fd. 0 0 0 10,155,043 0
City Hall Debt Service Fund 917,436 725,856 725,856 725,856 0
Federated Ret. Fd. - Add'l Payment 0 0 165,554 165,554 0
General Fund - Human 0 24,243 24,243 24,243 0
Resources/Payroll System Upgrade
General Fund - Loan Origination and 187,500 0 0 0 0
Monitoring Fee
Redevelopment Obligation Ret. Fd. 0 0 0 4,226,204 0
Total Transfers 1,104,936 750,099 915,653 15,296,900 0
Ending Fund Balance
Contingency Reserve 150,000 150,000 0 0 0
Reserve for Encumbrances 29,715,291 40,360,001 29,715,291 19,560,248 19,560,248
Reserve for Enforceable Obligations 0 0 3,792,085 0 0
Retirement Pre-Payment Reserve 58,220 58,220 0 0 0
Unrestricted 9,688,175 1,252,964 0 0 0
Total Ending Fund Balance 39,611,686 41,821,185 33,507,376 19,560,248 19,560,248
TOTAL USE OF FUNDS 115,596,705 93,261,124 75,165,366 73,745,630 19,560,248

*  As approved by the City Council on January 24, 2012, the City of San José acting as the Successor Housing Agency
to the Redevelopment Agency designated the Low and Moderate Income Housing Fund as a Successor Housing
Agency Fund effective February 1, 2012. Therefore, the 2011-2012 Estimate column reflects revenues and
expenditures for seven months of the fiscal year (July 1, 2011 through January 31, 2012) and any revenue (the
transfer from the Redevelopment Obligation Retirement Fund) and expenditure (Commercial Paper Debt Service,
Debt Service, Housing Loans and Grants, Housing Non-Personal/Equipment, and a transfer fo the Redevelopment
Obligation Retirement Fund) estimates for an entire fiscal year that need to flow through the City fund. The 2012-2013
Proposed Budget for the Low and Moderate Income Housing Fund for the Successor Agency will be brought forward
separately to the Successor Agency Board for approval in June 2012.

XI-60
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Section 9

Treatment of SERAF Loans

We are confronted by a unique arrangement and must decide the appropriate accounting treatment
in establishing the assets to be transferred to the City Housing Fund (HF) and the appropriate
liabilities for the Successor Agency.

General question: Should the Successor Agency be required to list two separate debts as enforceable
obligations and pay twice for what was one SERAF Loan to the RDA, i.e., pay once to the Housing Fund
for a SERAF Loan and pay separately to the variable rate note holders for debt incurred by the HF which
underwrote that very loan.

A second related question: Should the City of San Jose Housing Fund (HF) receive and maintain a SERAF
loan on its balance sheet payable by the Successor Agency when the Successor Agency is concurrently
paying off bond debt inherited from the Housing Fund which underwrote the loan?

Background: Exhibit A-1 details the basic transaction. In summary, the City and RDA staff was directed
by the City Council to develop a financing plan to enable the RDA to make two SERAF payments: a
payment of $62 million in May 2010 and a second payment of $12.8 million in May 2011.

The 2010 payment of $S62 million came from three sources:

e A S10 million loan to the RDA from three city funds. This is a direct city loan which is
not in question.

e A S12 million drawdown from the City’s commercial paper program. According to
City staff, the Housing Fund used its newly created authority (February 12 and April
8, 2010 Council Memos — Exhibits G & C) to use proceeds on housing projects and
lend freed up cash to the RDA as a SERAF loan.

e A $40 million loan from the HF which was the result of an underlying variable rate
debt note of $40M (Housing 2010 C TABs, with a total amount of $96M) backed by
Wells Fargo Bank. In between, the City again did a legal substitution of cash for loan
proceeds, and used existing housing cash of $40 million to make the RDA loan and
used the debt proceeds to backfill the cash to fund housing projects. According to
the staff reports of November 20, 2009 and February 12, 2010 (Exhibits B & G) this
was necessary as lenders would not allow the HF to directly make a SERAF loan from
debt proceeds.

The subsequent $12.8 million 2011 payment came directly from HF cash. This is a direct SERAF loan and
is not a question. Under these conditions, the HF clearly lent cash and under AB 1484 is entitled to
recover this legitimate SERAF housing loan to make it whole.

There is no disagreement as to the basic facts of the transaction itself. The disagreement is to the
accounting treatment of this transaction. Should the HF maintain a SERAF receivable (asset) and should
the Successor Agency’s liabilities include two payment amounts, one to the HF for a $82 million SERAF
loan including estimated interest and fees and a second to the variable debt bond holders? A second
underlying question: should the entire transaction be viewed as one transaction or, as the City believes,
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Section 9

should it be parsed into two transactions where the debt borrowings by the City and HF and the loan to
RDA by the HF are two separate isolated transactions? A final question is why did the City initially
include the TAB liability as two separate enforceable obligations but only list the $12 million commercial
paper debt once, as a SERAF payable to housing?

Discussion:

The City’s position, as shown in Exhibit A-2, is that there were two separate transactions, one to borrow
$52 million from the debt markets and a second to make a $52 million 2010 SERAF loan to the RDA.
Under this view the HF SERAF loan to the RDA is a valid asset and the Successor Agency should reflect
two liabilities, one that it owes to variable rate debt holders for the transferred housing debt from the
HF and a second that is payable to the HF for an independent SERAF loan. The City maintains that the
HF is owed this money because it was deprived of using this debt capacity and debt proceeds to fund
additional housing projects that were in the “development pipeline.” Additionally the City believes that
it is owed the $52 million of principal, plus future interest and variable rate debt fees that exactly mirror
the variable rate debt obligation’s interest and fees of $30 million on a prorated basis, plus City costs for
loan monitoring fees of $2.3 million (totaling $84.4 million). (See Exhibit F). However, the City initially
only listed the $12 million as a SERAF Loan but did not list the underlying Commercial Paper liability on
its EOPS or ROPS. Given the similarity of the two loans, this appeared to be an inconsistent accounting
treatment. However, when we pointed out this inconsistency, the City added the commercial paper
debt of $14,227,000 to its third ROPS (for the period January through June 2013).

The alternate position, as shown in Exhibit A-1, is that this was essentially one transaction; that the
whole funding plan was based on one policy mandate to borrow money to provide money to the RDA to
make the SERAF payment to the state; that the SERAF loan by the HF was a passthrough vehicle to
parallel the variable rate debt obligations virtually to the penny and transfer payments from the RDA to
the debt holders, essentially holding the City harmless, and as such it should be written off when the
underlying debt is transferred to the Successor Agency; that the Successor Agency should not be
required to pay for one SERAF loan twice; that the HF suffered no loss that should entitle it to
repayment and, instead, the HF at best incurred a “lost opportunity” not a true financial loss; that the
intent of AB 1484 is to make the Successor Housing Agency whole for actual losses, not provide a
windfall gain for this odd type of arrangement.
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Audit Questions:

1.) Did the HF incur an actual loss of funds from this transaction, such that it could have a valid claim
to be made whole under the intent of AB 1484?

2.) Was the HF SERAF loan receivable designed to parallel the underlying variable rate debt service
and thus serve as a passthrough vehicle to hold the City harmless and transfer money from the RDA to
the variable rate debt holders?

3.) Would the proposed accounting treatment and the disclosure on government-wide (full accrual)
financial statement make sense under either the City’s position or the alternate position?

4.) Was this essentially one transaction or two separate and independent transactions?

5.) Why was there an apparent initial inconsistency in the accounting treatment between the $40
million TAB and the $12 million commercial paper program?

6.) Even if accounting rules allowed this receivable, what would be its appropriate treatment under
AB 1484?

Each of these has been examined based on staff memos, loan documents and other evidentiary
material.

1.) Did the HF incur an actual loss of funds from this transaction, such that it could have a valid
claim to be made whole under the intent of AB 1484?

There is no actual financial loss to the housing fund under this borrowing and simultaneous
lending transaction. At best this was a “lost opportunity” of not being able to borrow these
funds to develop projects in the HF’s “development pipeline.”

Through its approval to make this SERAF loan to the RDA, the City Council made a deliberate
decision to defer these pipeline projects until after 2015 at best. Further, given the RDA’s
solvency problems, there was a strong likelihood that this would result in a RDA default in 2015,
further delaying pipeline projects while the HF waited for a mandatory 5% increase in the
housing set-aside. This was explained in the Council Memo of February 12, 2010 (Exhibit G).
Given the RDA’s existing debt load and low property tax growth, it is even questionable if the
increased 5% set-aside could have occurred without causing a debt default by the RDA. All
parties knew of these risks when the Council approved the financing plan. The November 20,
2009 staff report (Exhibit B, page 6) states “If the Agency were to borrow funds from the
affordable housing program over the next two years, funds would not be available to make new
commitment for affordable housing projects in the pipeline . . . and for the next five years . ..
approximately 1000 affordable units would be delayed or lost due to lack of funding.”
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Conclusion: We see no basis for the claim that the HF should “be made whole” under AB 1484
for a perceived “opportunity loss” which in reality is neither a true financial nor economic loss.
By contrast, the 2011 $12.8 million cash payment by the HF to RDA is a perfect example of a
true economic loss and SERAF loan #2 is not being challenged for that reason.

Was the HF SERAF loan receivable designed to parallel the underlying variable rate debt
service and thus serve as a passthrough vehicle to hold the City harmless and transfer money
from the RDA to the variable rate debt holders?

Both the February 12, 2010 Council Memo and the February 23, 2010 loan agreement between
the City, the City’s Finance Authority, and the RDA (Exhibits G and D) directly tie this SERAF loan
to both the underlying variable rated housing debt (Housing Series 2010C of $40 million) and the
Commercial Paper note draw of $12 million. Those documents state directly that “In order to
make this Loan and to continue to provide an affordable housing program, the Low Mod
Housing Fund will need to borrow from the following sources:” and then explicitly detail the two
borrowing sources, i.e. the two debt issues.

In addition, the loan agreement (Exhibit D) details that the charges to the RDA directly mirror
the underlying interest calculation payable to each source separately. (See also Exhibit E, the
August 1, 2012 Housing Asset Transfer List, showing the proposed account receivable to the HF
as reflecting the underlying interest and debt obligations.) Further, it passes all underlying costs
associated with the $40 million TABs and the $12 million Commercial Paper—including
insurance cost, bank fees and third party administrator costs—directly to the RDA on a prorated
basis. It clearly states that “The City’s obligation to repay the Authority Loan (i.e. the two debt
sources) from the Low Mod Fund shall be contingent on the Agency’s repayment of the SERAF
Loan as set forth below.” This contrasts starkly with the 2011 SERAF loan, which was housing
cash, and which accrues interest at the City’s pool rate. (See Exhibit E.)

In addition, the City’s financial plan authorized the expansion of the Commercial Paper Notes up
to $34 million for the Housing Fund. According to City staff, S9 million of this increase was to
cover the contingency that the RDA could not pay current interest and fee costs when due. In
this event, those costs would be rolled over into commercial paper principal until the RDA could
start paying. This feature was used to cover approximately $2,227,000 in debt costs not paid by
the RDA. This exemplifies the extreme efforts of the City to directly tie the underlying
borrowing to the SERAF receivable.

Lastly, the November 20, 2009 staff memo (Exhibit B, page 4) from the Housing Director, in
exploring options to borrow funds from the debt market to make the SERAF loan, stated directly
that “If the lawsuit (regarding the validity of SERAF payments) is successful, the (variable rate)
bonds could be repaid (at any time) by the Agency’s repayment of SERAF Loan (to the HF).” This
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again shows the intent to pay off the underlying variable rate debt immediately if the funds
were not needed to pay the state.

Conclusion: The SERAF loan is a direct passthrough vehicle designed to mimic the underlying
variable rate debt and pass the variable rate debt interest and all related costs to the RDA, and
to transfer all payments from the RDA back to the Financing Authority to pay off the two
underlying debt issues. If the RDA met the loan obligations, the City and the Housing Fund were
held harmless for the payment of this debt. Even if the RDA payments were not timely, the
Commercial Paper Notes would cover this shortfall until the RDA could meet its obligations.

3.) Would the proposed accounting treatment and the disclosure on government-wide (full accrual)
financial statement make sense under either the City’s position or the alternate position?

Double entry accounting requires offsetting entries. In the case of the City’s position, the $52
million variable loan balances would be written off of the government-wide balance sheet upon
the legal transfer of the debt to the Successor Agency and, on the financial statement, the offset
would be shown as an increase to the HF fund balance. This could be done by two methods:

1. Arevenue item on the income statement, or most probably,
2. An extraordinary item as a credit (increase) directly to fund balance.

Either of these treatments would require note disclosure and both would be considered
essentially a one-time windfall event. Under the circumstances, it makes no accounting sense
for the HF to record an extraordinary windfall gain especially when this compensates for a non-
financial loss and results in a doubling of the liability to be paid from the Successor Agency.

The alternate accounting treatment is very straight forward. The transferred debt reduction
would directly offset a write off of the SERAF receivable. Considering the fact that this
receivable’s only purpose was to provide a passthrough mechanism for the payment of the debt
(inclusive of all interest, debt costs, and even payment deferrals), we believe that this asset’s
write off is the appropriate accounting treatment. Stated another way, this asset lost its value
and collapsed when its reason for being terminated, in this case when the debt for which it was
created was transferred from the HF fund to the Successor Agency.
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4.) Was this essentially one transaction or two separate and independent transactions?

From the fall of 2009 when the City Council called for a financing plan to fund the SERAF
payment for the RDA through the spring of 2010 when the first SERAF payment of $62 million
was made, no one could have imagined the subsequent laws ending redevelopment, the unique
structure of this deal, or the intent of AB 1484. As a consequence, the staff reports and loan
documents are especially candid and lay out an express intent to use City and HF credit to
borrow from the debt markets to make the RDA’s SERAF payment to the State.

Policy Intent: The staff reports of November 20, 2009 and February 12, 2010 (Exhibits B & G)
expressly state that the policy mandate was to develop one financing plan to borrow money
from the bond market to pay the SERAF payment to the State. The reports indicate that the
banks were asked if they would lend for the SERAF directly and that they declined, thus
requiring a fund substitution to “free up” cash “to make the SERAF payment.” While the
financing plan subsequently went through many changes and modifications, the policy intent
was clear: to “maintain some housing programs” while borrowing funds to make the SERAF
payment. If as the City claims, the debt borrowings and the RDA loan were entirely separate
transactions, then why were they both covered in one financing plan and not detailed in
independent staff reports? The February 12, 2010 report (Exhibit G, page 2) was particularly
explicit in detailing the funding mechanism:

$52 million will be a loan from the City’s Low and Moderate Income Housing
Fund (the “Low-Mod Housing Fund”) fund balance of which $40 million will be
generated through the issuance of Housing Set-Aside Tax Allocation Bonds
(“Housing Bonds”) and $12 million will be generated through the City of San
José Financing Authority’s issuance of Commercial Paper (“CP”) Notes.

Loan Document: As discussed above (audit question 2) the loan document expressly ties the
RDA’s SERAF payments directly to the underlying debt obligations, inclusive of interest and all
debt related costs, and it clearly states that all payments would come from the RDA. If the RDA
met the loan terms, the City was held harmless from the issued variable rate debt payment
obligations.

Conclusion: The City is essentially making its entire argument for the double charge to the
Successor Agency on the premise that the cash substitution makes the funding two independent
transactions and, therefore, even though there was no loss incurred the HF, the Fund is,
nonetheless, entitled to an extra payment of $82 million. This is a false premise. This
transaction should be viewed in its entirety as one transaction. Any intermediate steps imposed
by the lenders for a cash substitution were a requirement to obtain financing, but do not change
the basic intent to borrow funds from the debt market to make the SERAF payment.
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Why was there an apparent inconsistency in the initial accounting treatment between the $40
million TAB and the $12 million commercial paper program?

This question was asked to the City staff on a phone call on August 14, 2012 by County staff.
The City eventually responded that this probably was an omission in preparing the EOPS and
ROPS, and it did not rule out the possibility of adding the $12 million to a future ROPS.
Consequently, the city subsequently added $14,222,000 to its third ROPS. Nonetheless, this
initial inconsistent treatment raises the implication that the City appropriately viewed the $12
million commercial paper transaction as a pass-through liability.

Even if accounting rules allowed this receivable, what would be its appropriate treatment
under AB 1484?

Health and Safety Code section 34176(e) specifically defines “housing asset” for purposes of
RDA Dissolution. The definition generally includes repayments of loans or deferrals owed to the
Low and Moderate Income Housing Fund. (See Health and Safety Code section 34176(e)(6).)
However, that definition is predicated on the existence of a valid receivable, which the evidence
described herein and accounting principles forecloses. But even if a valid receivable existed, “If
a housing asset has been previously pledged to pay for bonded indebtedness, the successor
agency shall maintain control of the asset in order to pay for the bond debt.” (Health and Safety
Code section 34176(a)(2).) In this case, the City has argued for the purposes of the “reverse
waterfall” in Health and Safety Code section 34183(b), that the repayment of the Housing Bond
and the Commercial Paper are “bonded indebtedness.” And here the loan document provides
for the pass-through of the SERAF loan for their repayment. Therefore, the receivable would
remain a Successor Agency asset and, accordingly, collapse down against the underlying debt
listed on the ROPS.

General Conclusion: No matter which way this is examined, this is an accounting issue. We are
being asked to establish assets and liabilities for the Successor Agency based on our expertise
and professional judgment in compliance with the generally accepted accounting principles and
in performing the AUPs.

Common sense accounting does not support the idea that one receipt of money from one loan
should cause the Successor Agency to pay twice for that one loan. The City denies that this is
“double accounting” by arguing that both debts are enforceable obligations based on two
separate transactions. We do not believe that the evidence examined supports the City’s
position that these were two entirely separate transactions and should be paid twice for
essentially one loan to the RDA. Nor do we believe that it is in the public interest or in the
intent of ABX1 26 and AB 1484 to double an $82 million liability to the Successor Agency based
solely on a cash substitution scheme. Finally, the asset could not transfer to the HF in any event.

We are therefore denying $82 million of the SERAF #1 loan to the Housing Fund. This represents
the principle of $52 million and the estimated interest and fees of $30 million. We believe that
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the $2.4 loan monitoring fees, separately listed on the ROPS, is enforceable under the loan
agreement and this amount is not double counted.

Given the elimination of all SERAF loan #1 payments due to the HF, the assets transferable to
the Housing Successor Agency (Section 1, Line 4) is reduced to its net realizable value of
$12,815,668 representing the 2011 SERAF loan #2. Interest on that loan should be accrued as
earned by the Housing Fund.

The City may provide an appropriate response and submit their rebuttal to the DOF with this
AUP report. The State Department of Finance will make the final determination.

Attachments:

Exhibit A — Flow chart of 2010 SERAF Loan Proceeds of $62 million

Exhibit B — Council Memo November 20, 2009 Re: Financing options

Exhibit C — Council Memo April 8, 2010 Re: Commercial Paper Program
Exhibit D — SERAF Loan Agreement of February 23, 2010

Exhibit E — Housing Asset Transfer List of August 1, 2012, Exhibit G Deferrals
Exhibit F — ROPS City Backup SERAF Loans #1 & #2

Exhibit G — Council Memo of February 12, 2010
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EXHIBIT A-1

City of San Jose

SERAF $12 million 3
Loan

SERAF s40 million ;
Loan

Loan $20 million to RDA

Pays 562 million SERAF
payment

s12 million S$40 million

- B s - o s
[{; Included “frecing up” cash for these loans.to the RDA by backfilling funding of existing housing project with Loan proceeds per staff reports this was mandated by Lenders. il
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EXHIBIT A-2

City of San Jose 2010 Detail of Sources for $62 Million SERAF Payment to the State
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EXHIBIT B

Distributed on:

- ﬂ NOV 207009
SAN JOSE MemorByiitn ot

CAPITAL OF SILICON VALLEY

TO: HONORABLE MAYOR AND FROM: Debra Figone
CITY COUNCIL

SUBJECT: Transmittal of Memo Responding DATE: November 20, 2009
to RDA Budget Document #11

INFORMATION

Attached is a memorandum from Housing Director Leslye Krutko which 1) responds to
questions posed by Councilmember Pyle and Councilmember Liccardo in RDA budget
document #11 as well as 2) provides an overview of the efforts to date to evaluate options for
paying for all or some of the RDA state take of $75 million by borrowing from 20% housing
funds. I would like to convey to the Mayor and City Council the following key points:

1) The Housing Director and other members of the City Administration have been working
diligently for quite some time with Agency staff to fully evaluate all options for
borrowing Housing funds.

'2) Although a full range of options from limited to maximum borrowing have been
explored, the RDA and City staff have tried to develop borrowing scenarios which
maintain some housing programs. The guiding principles referenced in the
memorandum have been our administrative guide but do not dictate council policy
decisions.

3) The extensive research and work to date has been with the assistance of the Housing and
RDA financial advisor and has included discussions with some of the banks with whom
the City has existing relationships. A snapshot of work and findings to date is provided.
Information continues to evolve, including the impact of the legal analysis of the
legislation which allows for housing borrowing. The final answer on any Council
direction to borrow will be determined once the City formally accesses the credit
markets. Only then will all required information regarding terms and impacts be known.

4) As I have stated repeatedly, these are challenging times. The Mayor and City Council
have difficult policy decisions to make in resolving fiscal issues confronting both the
City and RDA. The Administration will continue to work to ensure that the Mayor and
City Council have the best information and policy advice we can provide in order to
assist you to make informed decisions. My staff and I will continue to work
collaboratively with the RDA to assist where needed.

Deb;%% g;e

City Manager
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SUBJECT: AGENCY PROPOSED BUDGET—QUESTIONS REGARDING THE
IMPACT OF THE BUDGET PROPOSAL ON THE CITY’S
AFFORDABLE HOUSING PROGRAM

This Memorandum responds to questions posed by the Mayor and City Council, including those
detailed in Councilmember Liccardo and Pyle’s November 12™ memorandum, regarding the
proposal to use the City’s Affordable Housing funds to pay for the $75 million State SERAF
obligation. Per State legislation, the Agency must make a $62 million payment to the State by
May 2010 and a $12.8 million payment by May 2011. The legislation allows for several options
for making the SERAF payment, including using any legally available 80% funds, borrowing or
suspending payment to the 20% Housing Fund, using any other available revenue sources.

The proposed Agency budget envisions two payments from the Housing Department to pay the
State—a $40 million payment in the current fiscal year, and a $35 million payment in Fiscal
Year 2010-11. Asrequired by State law, any funds borrowed from the Affordable Housing Fund
(“Housing Fund”) must be repaid within five years. Therefore, the first year proposed borrowing
of $40 million in FY 09-10 must be paid back by June 30, 2015 and the proposed second year

. borrowing of $35 million in FY 10-11 must be paid back by June 30, 2016. Should the funds not
be paid back by these dates, the Low and Moderate Income Housing Fund will increase from the
current 20% level to a 25% Fund.

It should be noted that an outstanding issue remains regarding how much the Agency can borrow
more from the Housing Fund in the second year than the amount due to the State for the second
year SERAF payment. The Agency proposes to borrow $35 million from the Housing Fund in
Year 2 when the amount of the actual payment due from the Agency to the State is only $12.8
million. This issue would need to be resolved if the City Council were to take an action in Year
2 to borrow these funds from the Affordable Housing Fund.
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Current Sitnation

Because of the nature of affordable housing construction, Housing Department (“the
Department”) funds are committed early in the life of the development and are typically drawn
down over time as projects progress through construction (construction draws). As aresult, the
borrowing strategy for the Department in the past has been to draw on a line of credit, which is
then taken out by a long-term bond issuance once the line of credit has been expended or
committed to housing projects. This strategy has worked well for the affordable housing
program as it achieved flexibility and efficiency by ensuring that funds are available when
needed, and at lower short term borrowing costs. Once the line of credit was fully utilized, the
long term bonds were issued; the line of credit was repaid and subsequently replenished for
future use of new projects. This strategy has enabled the Department to issue long-term bonds
only when needed and, in so doing, it has preserved future bonding capacity.

In October 2008, the Department’s existing line of credit provider, the Bank of New York, chose
to exit the municipal finance industry, including providing letters of credit and lines of credit.
This decision affected the Department in two respects as Bank of New York also provides a
letter of credit o secure approximately $56.7 million of variable rate demand bonds — that letter
of credit expires in June 2010.

As a result of Bank of New York’s pronouncement, the Department drew on the full line of
credit, which then converted to a five-year term, low interest rate loan with $2.5 million quarterly
principal payments ($10 million per year for 5 years). This payment now adds to the
approximate $20 million in annual debt payments the Department makes on outstanding tax
allocation bonds. The Department now spends $30 million of its $40 million (75%) in tax
increment to cover annual debt service payments

In April 2009, after the financial markets began to show signs of settling down, the Department
assembled a financing team, comprised of staff from the Department, the Finance Department,
the Redevelopment Agency, the City Attorney’s Office, and financial advisors, to obtain a
replacement line of credit for the City’s affordable housing program. The team canvassed the
universe of banks that provide credit facilities —a universe that had contracted significantly in
the past few years in light of systemic financial meltdown. The only bank that was willing to
engage in a conversation with respect to a replacement line of credit was Wells Fargo, who
recently had become the City’s depository bank. The other banks were not interested either
because of their concern with redevelopment credit in general statewide and/or because they did
not have an existing business relationship with the City. In the current banking market, banks
typically will need to have both comfort with the credit and the opportunity to provide other
banking services. However, after much analysis, Wells Fargo was not willing to provide a
replacement line of credit because it would need to be paid after the debt service on the
Department’s existing obligations (including the Bank of New York term loan). As a result, and
because all other available affordable housing cash has been committed to projects, the
Department has not made new funding commitments since last Spring. As a result of the
existing credit situation and its careful approach to issuing bonds in the past, the Department has
borrowing capacity available.
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Affordable Housing Pipeline:

Attachment A details the affordable housing projects in the development pipeline that have been
awaiting funds once the Department is able to secure a new line of credit. This chart details the
amount of City funds requested, the amount of funds already spent by the developer on
predevelopment activities, and the amount needed to purchase the site. Additionally, information
on economic development and readiness is provided to show the estimated number of jobs that
will be created, the amount of revenue the City will co]lect as a result, and how soon the
development could begin construction.

Mechanics of Borrowing/Guiding Principles

In order to provide the City Council with the opportunity to make'a policy decision regarding the
loan of Affordable Housing funds to pay all or a portion of the SERAF payment, the financing
team has been working on a strategy that could provide the needed funds. The Department has
worked closely with internal partners and with its financial advisor to develop a successful
borrowing strategy.

In structuring a potential borrowing, the Housing Departmeﬁt and Redevelopment Agency
jointly agreed on basic guiding principles including:

1. Department would model a loan of $40 million in Year 1 and a loan of $35 million in
Year 2 to the Agency to fund SERAF to mirror the Agency’s proposed revised budget.

2. The Department’s core programs of Housing Rehabilitation (emergency repairs, health
and safety repairs), Mobilehome Rehabilitation, and the Teacher Homebuyer Program
remain funded.

3. All current commitments as ewdenced by City Council approval be honored (see
Attachment B-- List of Current Project Commitments)

4. The Markham Terrace project, which must be rebuilt due to HUD financing
requirements, would be funded.

‘The strategy to accomplish both the goal of providing funding for the Agency to make the
SERAF payment in accordance with the stated guiding principles would involve two separate .
borrowings. The costs to issue the bonds attributed to the SERAF payment for the five year
period from issuance until the loan is repaid is estimated at $28 million (exclusive of the costs
associated with refinancing the line of credit loan).

1. Year 1 (FY 2009-10) -- The Department would issue $50 million taxable variable rate bonds
backed by a letter of credit bank. This approach would net approximately $45 million after
issuance costs and reserves, and at the same time refinance the Department’s $56.7 million in
tax-exempt variable rate bonds to fixed-rate bonds. The $50 million is the amount of variable
rate debt believed to be financially feasible and prudent for the Housing program and is
consistent with the amount the Wells Fargo had been considering in connection with the line
of credit deliberations. The benefits of this borrowing approach are multi-fold:
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a. Flexible financing - unlike fixed rate debt, these bonds could be repaid at any

time should the California Redevelopment Association (CRA) lawsuit
challenging the SERAF payment be successful. If the lawsuit is successful, the
bonds then could be repaid by the Agency’s repayment of SERAF loan.

b. Low Cost Financing — This strategy takes advantage of lower variable rate

interest rates; projected at 4.5% versus a range of 7.5% to 8.0% for fixed rate
debt. In the current market, the variable interest rate is approximately 0.30% plus
letter of credit fees.

¢. Mitigates uncertainty and Benefits from ARRA - Refunds the Department’s

existing variable rate bonds with fixed rate bonds which have a letter of credit
with Bank of New York expiting on June 2010. Benefits from a provision in the
federal stimulus package that enables qualifying bonds to be issued on a fully
tax-exempt basis rather than tax-exempt bonds subject to AMT (alternative
minimum tax), thereby saving on interest costs. The bonds being refinanced
from variable to fixed rate are the bonds eligible for the provision in the federal
stimulus package.

d. Work Underway --'A financing team has already been working on this option.

1." Year 2 (FY 2010 —11) -- The Department would seek to issue an estimated $75-80

million in taxable bonds, which would net $68 - 72 million. The proceeds would be used
to repay the outstanding balance on the Department’s existing line of credit loan with
Bank of New York and provide funds for the proposed $35 million loan to the Agency
for the SERAF payment.

The financing team considered several other options, including borrowing the full amount of the
SERAF payment in Year 1. This option was not pursued, however, because it did not meet the
guiding principles noted above and did not provide the benefits of the Year 1 variable rate
borrowing. As detailed by the Department’s financial advisor, the reasons why this is not
practical or recommended include:

1.

If the Department were to attempt a borrowing for the full $75 million in the first year, it
would be necessary to borrow in excess of $125 million. A borrowing of this size would
be required because the Department would need to repay its line of credit loan in order to

have sufficient cash to cover the new debt service payment.
The borrowing would need to be completed on a fully taxable basis; a much more
expensive strategy (an estimated 8%+ annually).

Bonds would not be able to be repaid should the CRA lawsuit be successful and given the
size of the financing it would be difficult for the Department to spend these funds in an

expedited manner, since funds are needed for construction draws over time. This

increases the costs to the Department, as debt service must be paid on funds that are not

drawn down. :
Insufficient funds would be available to pay for the core Department programs listed

- above, or to pay for the development of the Markham Terrace project.

Department would be highly leveraged, which could potentially result in a rating

downgrade and ultimately higher borrowing costs.
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6. Untested strategy with potential bond buyers and it is unknown as to whether there would
be sufficient interest from potential investors. A recent survey of taxable bond deals
completed in 2009 shows that four California communities successfully issued fixed rate
taxable tax allocation bonds this year. The particulars of these four deals included;
largest issue was $75 million; longest maturity was 15 years; and the debt coverage ratios
ranged from a low of 1.31x to a high of 3.78x. In this borrowing scenario, the Housing
Department’s bond issue would be larger, with a much longer matunty (30 years); and at
a lower debt coverage ratio.

The financing team also looked at two other possible options:

1. A Two-Year Strategy If the Variable Rate Proposal Was Infeasible— This strategy
would include the issuance of two fixed rate taxable bond issues, one in the current
fiscal year that would net $40 million and one next fiscal year that would net $31
million.

2. Borrowing $62 million in Year 1 and $13 million in Year 2— With the increased
size of the Year 1 borrowing (from $40 million to $62 million), it would be neccssary
to repay the line of credit loan in Year 1.

These options were not pursued because they proved to have the same shortfalls as the one-year
borrowing strategy detailed above.

Financial Market Interest

To date, the financing team has not been able to find a bank willing to provide a letter of credit
for a $50 million variable rate taxable bond issue if the bond proceeds were to be used to make
'SERAF payments. Wells Fargo Bank initially declined to participate if the funds were used to
pay the State, but left the door open if the City instead wanted to borrow to fund affordable
housing projects. Bank of America (BofA) declined to participate for either the SERAF or
affordable housing purposes, citing concerns about the economy and the potential for a reduction
in tax ihcrement revenues.

The City has not approached other banks to provide a letter of credit, largely because BofA and
Wells Fargo have established working relationships with the City and are familiar with the
credit, discussions have been underway for nearly a year, and both banks have been disinterested
in providing the letter of credit to date. As noted earlier, other banks are reluctant to extend
credit for redevelopment agencies and in reality are not providing letter of credits to
organizations where a prior business relationship does not exist.

The financing team has continued to discuss options with the Wells Fargo and BofA and address
concerns they have raised. The most promising alternative under discussion with Wells Fargo
Bank is a scenario where the City would proceed with issuing the $50 million in variable rate
taxable bonds and refinance the existing variable rate bonds as taxable bonds, using the proceeds
to fund affordable housing projects. The cash that is now committed to those projects could be
freed up and made available to make the SERAF payment. Wells Fargo Bank is evaluating this
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option, and current conversations have been cautiously optimistic. Wells Fargo has indicated,
however, that they will need to have a complete understanding of what projects would be funded
and how the Agency planned to address the State take prior to making any decision in order to
ensure that bond proceeds were being used for housing projects. It also indicated that it may
include a prohibition against the use of bond proceeds to fund SERAF directly. BofA is also
reconsidering its initial decision and is considering additional security (e.g., loan repayments) to
provide a higher comfort level for the bank. We expect to get additional feedback from both
banks in the next couple of weeks.

It should be noted that the Agency anticipates issuing $30 million in bonds in the same
timeframe as the proposed Housing Department borrowing. We will need to be cautious in how
we coordinate the disclosures for the two borrowings and timing of the bond issues as to not to
compete for the same set of investors and potentially confuse the market.

- With respect to a Year 2 borrowing, no conversations have taken place with potential investors
or credit providers. It is premature to do so although disclosure of future borrowing plans will
need to be made in the offering documents and rating agencies for the Year 1 borrowing. The
ability to borrow in the future in the projected amounts will be dependent on a number of factors:
tax increment revenues, interest rates, and the investor’s comfort with the debt coverage ratio '
(essentially how leveraged will the Department be) and the amount of projected loan repayments
that help defray the Department’s costs of administering its programs. If the Department were to
borrow/finance the full $35 million as presented in the Agency’s proposed budget, assuming no
change in increment or market conditions, it would be highly leveraged. A highly leveraged
position could lead to a potential reduction in the rating on Housing Tax Increment bonds,
currently rated at A2/A/A, resulting in higher interest rates and a smaller investor base.

Impact on the Housing Program

If the City Council approves the two-year borrowing strategy presented by the Housing
Department as outlined above, the Department would continue to administer its rehabilitation
and first-time homebuyer programs as well as its grant programs and other important efforts
(including foreclosure assistance and homeless prevention) assuming no change in tax increment.
Additionally, the Department would continue to monitor its $600 million loan portfolio with
1,600 loans outstanding.

The two-year borrowing strategy would have a direct impact on the Housing Program’s new
construction program. New affordable housing construction projects require considerable
subsidy. If the Agency were to borrow funds from the affordable housing program over the next
two years, fnds would not be available to make new commitments for affordable housing
projects in the pipeline (as described above) and for the next five years (assuming the Agency’s
tax increment projections.) The Department estimates that approximately 1,000 affordable units
would be delayed or lost due to the lack of funding,

Please see Attachment C, which outlines the Housing Department budget for the six-year period
that includes the current fiscal year. This attachment includes tax increment funds as well as
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other State and federal funds administered by the Department. Note that it is hard to predict
funding in the out years, as much of the Department’s funding is as a result of competitive
funding applications and will be dependent upon monies available at the State level. (Much of
the bond funding approved by Proposition 1C has been committed, so opportunities may depend
on the State’s effort to create a permanent source of funding for housing). We would expect that
the Department would continue to be successful in obtaining additional funding for homeless
programs, and for our rehabilitation and homebuyer efforts. There is not, however, other funding
available to replace the monies for new construction efforts.

This is a very difficult time, with difficult choices that need to be made. The Housing
Department has worked together with the financing team to seek funds that could be used to
make the State payment. Clearly, the hope is that CRA wins its lawsuit and that it will be
unnecessary to make the SERAF payment to the State. However, in the meantime, the funds
must be set aside.

It is important for the Council to understand the implications of addressing the entire Stake take
with the City’s affordable housing funds. This memorandum is intended to provide the Council
with the information necessary to make an informed policy decision in this regard.

Coordination

This memorandum was coordinated with the Finance Department, the Office of the City
Attorney, and the Housing Department’s financial advisor.

Director of Housing

For questions, please contact Leslye Krutko, Director of Housing, at 535-3851
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Attachment A—Projects in the Housing Department’s Development Pipeline

_ |Financial Information ;
' Total#of| City Funds |Funds Requested| Developer Land | AmtNeeded
Units Spent Predev Money |Purchased| to Purchase
Spent Land
2" Street Studios — First Comm. Housing 134 13,235,000 1,165,181 mo 4,100,000
[Leigh Avenue — First Comm. Housing 64 6,335,000 691,404 mo 2,660,700f
Rosemary Seniors — ROEM 106 3,700,000 11,910,000 500,000 yes N/A
Rosemary Family — ROEM 184 6,300,000 6,840,000 500,000 yes N/A
Donner Lofts — Affirmed 156 12,233,384 700,000 no 3,995,000
Ford and Monterey — Eden Housing 95 7,000,000 6,500,000 350,000] yes N/A
Japantown Seniors — First Comm. Housing 75 7,410,000 300,202 no 2,175,000
Willow Glen Woods — Satellite Housing 77 3,545,000 4,750,000 100,000] yes N/A
[Blossom Hill — Charities Develop. 152 22,365,000 350,000) no 8,25 0,000"
2500 Senter — Charities Develop. 122 13,460,000 350,000f no 5,160,000I
Park & Delmas — Midpeninsula Hsg. 85 8,500,000 25,000f no 4,000,000ﬂ
Edenvale — Midpeninsula Hsg. 110 8,800,000 25,000{. mo Donat;'an"
163 Baypointe — EAH 134 100,000 23,641,557 0 no 12,000,000
TOTALS 1,544 $20,645,000| $145,978,941| $5,056,787 $42,340,700
Economic Development and Readiness Start of Construction
Est. Est, Est, City Zoning PD 6-12 12- 24-
Construction | Permanent | Fees and Permit | mo 24 36
Jobs Jobs Taxes mo mo
2" Street Studios — First Comm. 125 38 729,630 Y Y X
Housing ;
Leigh Avenue — First Comm. Housing 60 . 18 348,480 ¥ Y X
Rosemary Seniors — ROEM 99 30 577,170 Y Y X
Rosemary Family — ROEM 278 70 1,001,880 Y Y x
Donner Lofts — Affirmed 145 44 849,420 Y Y X
Ford and Monterey — Eden Housing 134 36 517,275 Y X
Japantown Seniors — First Comm., 70 21 408,375 X
Housing
Willow Glen Woods — Satellite Housing 116 29 419,265 X
Blossom Hill —~ Charities Develop. 141 43 827,640 X
2500 Senter — Charities Develop. 184 46 664,290 X
Park & Delmas — Midpeninsula Hsg. 128 32 462,825 X
Edenvale — Midpeninsula Hsg. 166 42 598,950 X
163 Baypointe — EAH 278 70 1,001,880 ¥ X
TOTALS 1,924 519 $8,407,080
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Attachment B-- Affordable Units - Estimated Completion Based on Housing
Department Making $75 million Payment ($40 million in Year 1, $35 million in Year 2)

2009-10

2010-11

2011-12

2012-13

2013-14

2014-15

TOTAL

Fairways at San Antonio (completed
8/09)

86

Hillsdale Townhouses (est.
completion 11/09)

48

Corde Terra Seniors (est. completion
12/09)

201

The Commons (Bill Wilson)

28

Roundtable Drive Four-plexes

Brookwood Family

North 4th Street

100

Cornerstone at J apantown

53

Orvieto Family

92

Belovida Seniors

180

McCreery Courtyards

79

90 Archer St.

4

Markham Terrace

102

Kings Crossing

92

Family Shelter

35

Total Number of Units Completed

335

36

509

350

1230

63




Attachment C—Housing Department Budget with SERAF
Take of $40 Million in Year 1 and $35 Million in Year 2

Year L. i

YearZ-: ...

Year4. .

“Year 5

‘| Year 6

 TOTAL: - -

New Construction

$64,759,868

$15,563,801

$9,085,000

$8.750,000

$8,259,353

$10,759,353

$117,177,375

Rehabilitation

$7,428,300

$5,500,000

$4,500,000

$4,500,000

$4,500,000

$4,500,000

$30,928,300

First Time
Homebuyers

$20,965,000

$10,500,000

$4,000,000

$4,000,000

$4,000,000

$4,000,000

$47,465,000

Homeless
Programs

$6,677,600

$4,606,600

$1,242,600

$1,242,600

$1,242,600

$1,242,600

$16,254,600

Grant Programs -

$6,181,800

$2,203,000

$796,000

$796,000

$796,000

$796,000

$11,568,800

TOTAL .\

68 | $38,373,401 |

19,623,600

$19,288,600

$18,797,953

$21,297953

8223394075
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EXHIBIT C

COUNCIL/SJFA: 04-20-10
ITEM: 2

CITY OF S% .
SAN JOSE Memorandum

CAPITAL OF SILICON VALLEY

TO: HONORABLE MAYOR AND FROM: Julia H. Cooper
CITY COUNCIL AND CITY
OF SAN JOSE FINANCING
AUTHORITY BOARD
SUBJECT: SEE BELOW DATE: April 8,2010

Approved Ne , j ,Q Date Yl a fio

COUNCIL DISTRICT: _Citywide

SUBJECT: ACTIONS RELATED TO THE CITY OF SAN JOSE FINANCING
AUTHORITY’S COMMERCIAL PAPER PROGRAM AND
AMENDMENTS TO THE CITY OF SAN JOSE FINANCING
AUTHORITY BYLAWS

RECOMMENDATION

Tt is recommended that the City Council adopt a resolution to:

a. Approve an amendment to the Amended and Restated Trust Agreement and authorize other
related actions relating to the City of San José Financing Authority’s Lease Revenue
Commercial Paper Notes Program in order to allow issuance of Commercial Paper Notes t0
fund a loan to the Low and Moderate Income Housing Fund in an amount not to exceed the
amount specified in a loan agreement by and among the City, the Authority, and the
Redevelopment Agency, and to allow issuance of Commercial Paper Notes to fund advances
to the City in the event there is a need to address unanticipated or seasonal cash flow
deficiencies. ;

It is recommended that the City of San José Financing Authority Board:

a. Adopt a resolution to approve and authorize the execution of an amendment to the Amended
and Restated Trust Agreement and authorize other related actions relating to the City of San
José Financing Authority’s Lease Revenue Commercial Paper Notes Program in order to
allow issuance of Commercial Paper Notes to fund a loan to the Low and Moderate Income
Housing Fund in an amount not to exceed the amount specified in a loan agreement by and
among the City, the Authority, and the Redevelopment Agency and to allow issuance of
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Commercial Paper Notes to fund advances to the City in the event there is a need to address
unanficipated or seasonal cash flow deficiencies.

b. Adopt a resolution to amend and restate Resolution No. STFA-1 in order to modify the City
of San José Financing Authority’s regular meeting schedule, to confirm the appointment of
Authority officials, to adopt Amended and Restated Bylaws, and to update the reference to
the Conflict of Interest Code, to clarify that members of the Governing Board of the City of
San José Financing Authority are subject to the provisions of the Conflict of Interest Code of
the City, adopted by the City Council on March 24, 2009 by Resolution No. 74837, as may
be amended.

OUTCOME

Approval of these recommendations will allow the issuance of Commercial Paper Notes to fund
a loan to the Low and Moderate Income Housing Fund in an amount not to exceed the amount
specified in a loan agreement by and among the City, the Authority, and the Redevelopment
Agency and allow issuance of Commercial Paper Notes to fund short term cash flow needs of the
City. It will also authorize certain amendments related to the bylaws of the City of San José
Financing Authority.

BACKGROUND

' On January 13, 2004, the City Council and the City of San José Financing Authority Board (the |
| “Authority Board”) approved the implementation of a tax-exempt Lease Revenue Commercial
, | Paper (“CP”) Program to provide funding for certain projects related to the new City Hall,

| including an off-site employee parking garage, technology, furniture, equipment and relocation

' costs, and interim space planning costs. The total amount authorized to be issued under the CP

| Program at that time was $98.0 million. .

On June 21, 2005, the City Council and the Authority Board approved the issuance of taxable CP
Notes in order to increase the CP Program’s flexibility with respect to a portion of the previously
identified projects. The aggregate total amount authorized to be issued under the CP Program
remained at $98.0 million.

On November 15, 2005, the City Council and the Authority Board approved the expansion of the
CP Program to provide additional funding for the “Integrated Utility Billing, Customer Service
and Performance Management System” (the “CUSP Project”) and to expand the list of
authorized uses to include the Central Service Yard Phase II Project and the demolition of the
City’s Main Yard.
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was also received to authorize the Authority to have up to $116.0 million in CP Notes

' outstanding at any time. It was also contemplated that the City could at a future date authorize

| the issuance of CP Notes to provide funding for additional projects.

 financed by the issuance of Commercial Paper Notes.

The CPProgram utilizes a lease revenue financing structure. The City has leased to the
‘Authority various City-owned facilities pursuant to a Site Lease (as amended, the “Site Lease”).
'The Authority subleased these same facilities back to the City pursuant to a Sublease (as

'CP Notes. The facilities subject to the Site and Sublease are: the former City Hall, the Health

On May 22, 2007, the City Council and the Authority Board approved the issuance of CP Notes
in an amount not to exceed $8.25 million to provide funding for capital enhancements to HP
Pavilion which is owned by the City and operated by San Jose Arena Management under the
Amended and Restated San Jose Arena Management Agreement.

At the January 13, 2004 joint meeting of the Authority Board and the City Council, the City
Council conducted a public hearing in accordance with Government Code Section 6586.5
regarding the issuance of the CP Notes for the authorized projects. The City Council also
conducted a public hearing in accordance with Government Code Section 6586.5 at the joint
meetings of the City Council and the Authority Board on November 15, 2005 and May 22, 2007
when the City Council and the Authority Board approved additional projects and purposes for
which CP Notes may be issued.

On October 21, 2008, the City Council and the Authority Board approved the issuance of CP
Notes to refund bonds and other obligations of the City or the Authority pursuant to Government
Code Sections 53570 et seq and 53580 et seq.

On December 8, 2009, the City Council and the Authority Board approved Amendment No. 2 to
the Letter of Credit and Reimbursement Agreement extending the maturity date of the Letter of
Credit to January 27, 2013 and amended certain provisions of the Letter of Credit and
Reimbursement Agreement in connection with such extension.

et T il

OnFebruary 2_3», .20.1 0, thed City Counéii, the" Aut‘non_t;_Boar&, and the Redcvac;i:nment Agency
Board (the “Agency Board”) authorized execution of a loan agreement by and among the City,
the Authority, and the Agency, including a loan to the Low and Moderate Income Housing Fund

ANALYSIS

Overview

amended, the “Sublease”) in exchange for the rental payments which support repayment of the

Building, and the “C” and “E” parking lots located at the

former City Hall site, the San José

e )
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Museum of Art the Tech Museum, the Mexican Cultural Heritage Plaza, the former Martin
| Luther King Main Library, the Animal Care Center, Fire Station No. 1, the Mabury Yard and the
' South Yard.

The Authority issues the CP Notes under the Marks-Roos Local Bond Pooling Act of 1985
pursuant to an Amended and Restated Trust Agreement, between the Authority and Wells Fargo
Bank, National Association (as amended and supplemented, the “Trust Agreement”) and an
Amended and Restated Issuing and Paying Agent Agreement between the Authority and Wells
Fargo Bank, National Association. Barclays Capital Inc. currently serves as the dealer for the CP
Notes pursuant to an Amended and Restated Commercial Paper Dealer Agreement. The CP
‘Notes are backed by a Letter of Credit (“LOC”) issued by State Street Bank and Trust Company
and the California State Teachers’ Retirement System (together, the “Banks”), pursuant to the
Letter of Credit and Reimbursement Agreement (as amended, the “Letter of Credit Agreement”).
Per the terms of the Letter of Credit Agreement, the Banks are not jointly responsible for
payments on the draws made on the Letter of Credit. The respective obligations of the Banks
are: State Street Bank -- 75% and the California State Teachers’ Retirement System -~ 25%. The
current Letter of Credit Agreement between the Authority and the Banks expires on January 27,

1 2013.

Third Supplement to the Amended and Restated Trust Agreement

The proposed amendments to the Amended and Restated Trust Agreement will allow the
issuance of Commercial Paper Notes for the purpose of funding a loan to the Low and Moderate
Income Housing Fund (the “Low-Mod Housing Fund”) in an amount not to exceed the amount
specified in a loan agreement by and among the City, the Authority, and the Redevelopment
Agency and to allow issuance of Commercial Paper Notes to fund advances to the City to
address the City’s unanticipated or seasonal cash flow needs.

The form of the proposed Third Supplement to the Amended and Restated Trust Agreement will
be posted to the agenda webpage for the joint meeting of the City and the Authority on or about
April 9, 2010. Staff recommends that the Executive Director of the Authority or the Executive
Director’s designees (the “Authority Designated Officers”) be authorized to execute these
amendments as posted, on behalf of the Authority, as applicable, with such modifications as the
Authority Designated Officers determines to be desirable or appropriate, upon consultation with
the City Attorney. Staff also recommends that the changes to the Third Supplement to the
Amended and Restated Trust Agreement from the posted draft be subject to the approval of the
City Manager or the Assistant Director of Finance or their designees (the “City Designated
Officers”) upon consultation with the City Attorney.

Low-Mod Housing Fund

' The Low-Mod Housmg Fund is established under and pursuant to the Commumty

' Redevelopment Law and is administered by the City. The loan agreement was authorized by the f
| City Council, the Agency Board and the Authority Board at their joint meeting on February 23,
1 2010. As stated in the February 23, 2010 Council Memorandum, the Authority will issue CP
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“include, but are not limited to, affordable multi-family housing projects, loans for housing

HONORABLE MAYOR AND CITY COUNCIL AND CITY OF SAN JOSE FINANCING AUTHORITY BOARD
April 8, 2010 Q|2 ix, c_d’j, h g{,:

Subject: Actions related to the CP Program & Amendments to the Authority Bylaws B
Page 5 2oV Anri L\Dm\'i J X VLo

2L\ &Artatﬁﬂ:\’&:\

Notes in an amount sufficient to fund $25 million of low and moderate income housing program | § 7Sm,

activities and the associated capitalized interest and fees over the term of the loan. The total —
issuance amount is estimated at $34 million but the actual issuance amount may vary depending

The loan proceeds will be utilized to fund low and moderate income housing activities, which

rehabilitation, teachers' and other homebuyers housing loans and Low-Mod Housing Fund
administrative costs. Staff expects that the Commercial Paper Notes issued for the loantothe |

Low-Mod Housing Fund will be fully repaid over six years. The proposed amendment to the
Amended and Restated Trust Agreement will permit the City to continue these critical housing
programs that are part of the City's strategic plan to promote economic development within the

City.

There are several benefits associated with using the CP Program to fund affordable housing
activities, including the relative low cost of the program (e.g. the all-in cost for the most recent
CP Notes sale in March 2010 was approximately 2%), market demand for high quality CP Notes,
and matching of funding date to the actual issuance of the CP Notes which minimizes actual
interest expense.

City Cash Flow Financing

To help facilitate better cashflow management for the City, short term interim financing may be
needed due to the timing gap between when the City receives revenues versus when the City is
required to make payments of its obligations. The proposed amendments would allow the
Authority to issue CP Notes to meet short term cash flow needs of the City, if required, in
amounts approved by the City Council and Authority Board. There are no immediate plans to use
CP Notes for cashflow financing needs of the City, however, executing the amendment at this
time provides the most flexibility to use CP Notes if an unanticipated or seasonal cash flow gap
occurs. A seasonal cash flow gap arises when the City’s expenditures exceed its revenues due to
the timing of the receipt of the City’s major revenue sources such as property tax revenues.
Public agencies frequently issue tax and revenue anticipation notes in order to cover this gap due
to the timing of its receipts. The proposed amendments would allow the City to issue CP Notes
instead of tax and revenue anticipation notes when staff’s analysis indicates that issuing CP
Notes would be more advantageous to the City than the issuance of tax and revenue anticipation
notes. ;

Amended and Restated Resolution No. SJFA-1

On December 15, 1992, the Authority Board adopted Resolution No. SJFA-1 which among other
things, established the time and place of regular meetings of the Authority as the second Tuesday
of August at 1:30 p.m., adopted the Bylaws of the Authority, and adopted a Conflict of Interest
Code.
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Effective January 1, 2010, State law requires that a joint powers authority, such as Authority
approve issuance of debt at a regularly scheduled meeting. Since the current meeting schedule
would limit the Authority’s ability to issue debt to a single meeting, staff proposes that the
Authority’s meeting schedule be revised in order to provide the City and the Authority with
flexibility regarding the timing of the Authority’s issuance of debt.

The proposed resolution amending and restating Resolution No. SJFA-1 modifies the regular
meeting schedule of the Authority Board to coincide with the meetings of the City Council.
Accordingly, the meetings of the Authority Board will be held at the same time and at the same
location as the regular meetings of the City Council or such other place as the Authority Board
may designate from time to time; provided that if there is no business of the Authority Board to
transact at such meeting, the meeting will be cancelled.

The proposed resolution also confirms the appointment of Authority officials and adopts the
Amended and Restated Bylaws (a copy of which is attached to the resolution) and updates the
reference to the Conflict of Interest Code to clarify that that members of the Governing Board of
the City of San José Financing Authority are subject to the provisions of the Conflict of Interest
Code of the City, adopted by the City Council on March 24, 2009 by Resolution No. 74837, as
may be amended.

Financing Team Participants

The financing team participants consist of:

City’s Financial Advisor: Public Resources Advisory Group

Bond Counsel: Jones Hall

Letter of Credit Banks: State Street Bank and Trust Company
California State Teachers’ Retirement System

Bank Counsel: Fulbright & Jaworski

Trustee/Issuing and Paying Agent: Wells Fargo Bank

EVALUATION AND FOLLOW-UP

This memorandum presents the set of recommendations related to the City Council and the
Authority’s approval of various actions related to the City of San José Financing Authority Lease
Revenue Commercial Paper Program and amendments to the bylaws of the Authority and
requires no follow-up to the City Council or the Authority Board. No additional evaluation or

follow up is necessary.
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PUBLIC OUTREACH/INTEREST

The form of the proposed amendment will be posted to the agenda webpage for the joint meeting
of the City and the Authority on or about April 9, 2010.

[X| Criteria 1: Requires Council action on the use of public funds equal to $1 million or
greater. (Required: Website Posting)

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

[] 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)

COORDINATION

This report was prepared by the Finance Department in coordination with the Department of
Housing and the City Attomey’s Office.

COST SUMMARY/IMPLICATIONS

Compensation for the City’s consultants (financial advisor, bond counsel and bank counsel) and
other related costs will be paid from CP Note proceeds. There is no budgetary impact to the
amortization of principal and repayment of interest and fees for the CP Program for FY 2009-10.
The interest and fees incurred for the CP Program are capitalized and allocated on a pro-rata
basis for each of the projects funded by the CP Program. The annual debt service schedule is
calculated based on the specific repayment terms of each project as approved by City Council
and the Authority Board.

The budget appropriation actions related to the loan to the Low-Mod Housing Fund are included
in a separate Council Memorandum agendized for City Council approval on April 20, 2010.
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CEQA

Not a project.

/s/
- JULIA HARPER COOPER
Assistant Director of Finance

For questions, please contact Am Andrews, Treasury Division Manager, Finance, at (408) 535-
7041.
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EXHIBIT D

233201
ORIGINAL 72010

LOAN AGREEMENT BY AND AMONG
THE CITY OF SAN JOSE, THE CITY OF SAN JOSE FlNANGlNG AUTHOR]TY
AND
THE REDEVELOPMENT AGENCY OF THE CITY OF SAN JOSE
RELATED TO THE SUPPLEMENTAL EDUCATION REVENUE AUGMENTATION

FUND
o\

This Loan Agreement ("Agreement”) Is made and entered into this day of

2010, by and among the City of San Jose, a municipal corporation

(“City"), the Clk of San Jose Financing Authority, a public pody, corporate and politic,
duly organized and existing under the laws of the State of California (“Authority”), and

The Redevelopment Agency of the City of San Jose, a public body, cerperate and politic
("Agency") '

RECITALS

WHEREAS, the Agency Is presently engaged in redevelopment activities In
varlous redevelopment project areas; and

WHEREAS, the City and Agency entered into that certain Cooperation
Agreement, dated September 28, 1990, pursuant to which the Agency délegated to the
City the administration of the Low and Moderate Income Housing Fund (‘Low-Mod
Housing Fund”), into which 20% of gross tax increment collected by the Agency is
deposited pursuant to the California Community Redevelopment Law (“CRL"); and

WHEREAS, on July 29, 2009, the Govermor signed the State budget, including

'AB4x26 which requires redevelopment agencies in the State make payment to a

Supplemental Educational Revenue Augmentation Fund (“SERAF”), and

WHEREAS, the Agency's SERAF obligation is $62,247,530 in FY 2008-2010
and approximately $12.8 million in FY 2010-2011; and

WHEREAS, AB26x4 and subsequent clarifying legislation, allows the Agency fo
make its SERAF payments with funds borrowed from the Low-Mod Housing Fund, as
long as the Agency finds that there are insufficient other moneys fo meet the SERAF
payment requirement, and such borrowed funds are repajd within five years from date
of borrowing; and :

WHEREAS, on February 23, 2010, the Agency's Board made the finding that the
Agency has insufficlent moneys ether than from the Low—Mod Housing Fund fo make Its
SERAF payment in FY 2008-10; and : .

- WHEREAS, 'AB26x4 also allows redevelopment agencies to make the SERAF

payment with any other funds that are legally available and not legally obligated for
other uses, including but not limited to proceeds of bonds or other indebtedness; and

650077.doc ; -1~
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WHEREAS, on February 23, 2010, the Agency Board and City Council found
that due to insufficient other monies, the Agency would need to pay the SERAF, in part,
with funds borrowed from the Low-Mod Housing Fund and approved a plan to finance
the SERAF payments through a loan from the Low-Mod Housing Fund, and from the
idle moneys of certain Clty special funds; and

WHEREAS, also on February 23, 2010, the City Council, the Board of Directors
of the City of San Jose Financing Authority, and Agency Board authorized their City
Manager, the Authority Executive Director, and Executive Director of the Agency to
negotiate and execute this loan agresment, fo provide funds to the Agency for the
purpose of making the SERAF payments; and

WHEREAS, this loan constitutes indebtedness of the Agency under the
California Redevelopment Law.

The City, Authority and Agency hereby agree:
A.  FINANGCING AUTHORITY LOAN TO HOUSING FUND.

1. initial Loan Amount. Upon execution, and subject to the terms of this
Agresment, the Authority agrees to make and the City agrees to accept a
loan in the -amount of $25,000,000.00 (the “Initial Loan Amount") to be
paid in two instaliments as fol!ows

a.'  FirstInstallment in the amount of $12,000,000 by May 10, 2010.

b Second Installment in an amount not fo exceed $13,000,000 by
May 10, 2011.

2. Additional Loan Amgunts. _Throughout the term of this Agreement, the |,
Authority will make additional funds available to the City as needed to
replenish the Low-Mod Housing Fund for draws made to pay Associated
Costis as defined in Paragraph A. 5 below. Such additional funds are
estimated to be approximately $9,000,000 (“Additional Loan Arnount”)
The Initial Loan Amount, together with the Additional Loan Amounts, is
referred to as the "Authority Loan”,

3. Use of Loan Proceeds. The City shall deposit the Authority Loan
proceeds into the Low-Mod Housing Fund, and shall use the proceeds
only to fund low and moderate income housing activities, which include,
but are not limited to, the development of affordable multi-family housing
projects, loans for housing rehabilitation, teachers' housing loans and
other eligible homebuyers’ housing loans and eligible Low-Mod Housing
Fund administrative costs. In the event that the SERAF payment is no
longer required to be made by the Agency, due to either a change in

6850077 .doc . -2~
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legistation or by a final order of a court of competent jurisdiction (*Change
in Law"), then the Authority will not be obligated to make any instaliment of
the Loan following the effective date of such Change in Law.

Sources of Loan Prodeeds. The Authority shall Issue City of San José
Financing Authority’s Lease Revenue Commercial Paper Notes in the
amounts required to provide proceeds to make the installments set forth in

- paragraph 1.a and b. above.

ReDa?me.’nt Obligations.

a. The City shall repay the Authority, from the Low-Mod Housing
Fund, the principal amount of the Authority Loan, which includes
Associated Costs, consisting of the following:

i.  Third party Issuance costs, letter of credit fees, ongoing third
party administrative costs, and other third party costs .
associated with the Authority Commercial Paper issued -
pursuant to this Agreement.

: I Interest at the actual interest rate paid by the Authority on
the notes issued pursuant to this Agreement for as long as
the Notes remain outstanding.

lii. Fees to the City for loan origination and annual compliance.

b The City’s obligation to repay the Authority Loan from the Low Mod

Fund shall be contingent on the Agency’s repayment of the SERAF
Loan as set forth below.

B. SERAF LOANS TO AGENCY.

S

650077 .doc
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Loan _Amount. Upon execution, and subject to the terms of this
Agreement, the City agrees to make and the Agency agrees to accept two
loans from the City in the combined amount of $75,000,000. The two
loans are described in detail below as the Low Mod Loan and the
InterFund Loan. '

Timing of Loan.

“a.  The first installment of the SERAF Loans shall be delivered to the

Agency in the amount of $62,000,000, in sufficient time for the
Agency to make the first SERAF payment, on May 10, 2010.

b. The second installment of the SERAF Loans shall be delivered to
the Agency in an amount not to exceed $13,000,000, in sufficient

LA
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time.for the Agency to make the second 'SERAF payment, in the
same amount, on May 10, 2011.

Use of Loan Proceeds. The Agency shall use the proceeds of the SERAF
Loans only for the purpose of making SERAF payments as required by
law. In the event that the payment is no longer required to be made by the -
Agency, due to either a change in legislation or by final order of a court of
competent jurisdiction, then the City will not be obligated to make the Low-
Mod Loan.

Sources of Loan Proceeds.

a. The Low-Mod Loan will be funded from the following funding
sources.

i. Low and Moderate Income Housing Fund. The Low-Mod
Housing Fund will be the source of $52,000,000 of the
funding for the May 10, 2010 installment, and up fto
$13,000,000 for the May 10, 2011 installment. In order to
assure that it has available funding to make this Loan, and to
continue to provide an affordable housing program, the Low-
Mod Housing Fund will need to barrow from the following
sources: '

{a) Housing Bond: Issuance of Redevelopment Agency
of the City of San Jose Merged Area Redevelopment
Project Taxable Subordinate Housing Set Aside Tax
Allocation Variable Rate Bonds, Series 2010C (the
“Housing TABs") of which $40, 000 000 Is allocated to
the Low-Mod Fund.

(b)  Authority Commercial Paper: Issuance of City of San
José Financing Authority's Lease Revenue
Commercial Paper Notes in an amount required to net
a total of $25,000,000 is allocated to the Low Mod
Fund. '

b.  -The InterFund Loan. Idle moneys in the following special funds of
the City will be the source of the $10 million Inter Fund Loan for the
May 10, 2010 SERAF installment:

i. . Subdivision Park Trust Fund - $3 million;

il. Sewage Treatment Plan Connection Feé Fund - $5 million;
and :
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lce Centre Revenue Fund - $2 million.

5.  Repayment Obligations- Low Mod Loan.

a. The Agency shall repay the City, from any unrestricted funds legally
avallable to the Agency (e.g. proceeds from taxable bonds, but not
tax exempt bonds), the principal amount of the Low-Mod Loan, plus
Associated Costs, which consist of the following:

o
.

vi.

650077 .doc
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Costs associated with the Housing TABs related fo this Loan
($40,000,000 in proceeds) for as long as the Housing TABs
related to this Loan remain outstanding, including prorated
issuance costs.of $215,700; and ongoing bank fees and third
party administrative costs prorated based on $40,215,700
(principal plus cost of issuance).

Third party Issuance costs, letter of credit fees, ongoing third
party administrative costs, and other third parly costs
associated with the Authority's Commercial Paper Notes
issued to fund the loan to the Low-Mod Fund, for as long as
those Notes related to the Loan remain outstanding.

Interest on the portion of the Loan allocated to the Housing

- TABs at the actual rate paid by the Low-Mod Fund on the

Housing TABs for as long as the Housing TABs related to

_ this Loan remain outstanding.

Interest on the portion of the Loan allocated to the Authority
Commercial Paper Notes at the actual Interest rate paid by
the Authority on the notes issued pursuant to this Agreement
for as long as the Notes related to this Loan remain

outstanding.

Interest revenues earned from funds on deposit with the City
associated with this Loan shall be netted against the
Associated Costs.

The parties acknowledge that the Housing TABs and the
Commercial Paper Notes have flexible maturities that are
callable upon a relatively short notice period. Upon 30 days
notice from the Agency that it intends to prepay any portion
of the Low Mod Loan, City shall defease that amount of debt
from either the Housing TABS or the Commercial Paper
Program at the earllest call date, provided that the minimum
amount to be defeased at any one time shall be $500,000.
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Agency shall remain liable for all Associated Costs until the
. earllest date the City Is able to effectuate the defeasance.

In the event that the Agency prepays a portion of the Low
Mod Loan but the City chooses not to defease an equal
amount of debt at the earliest call date, the Agency shall be
relieved of the Associated Costs related to that portion of the
debt that the City chose not to defease.

The Low Mod Loan must be repaid in full by the dates specified
below: _

i $52,0‘00',000 and Associated Costs due by June 30, 2015

li. . Actual principal amount not to exceed $13,000,000 and
Associated Costs due by June 30, 2016

City shall invoice and Agency shall pay Associated Costs on'a
quarterly basis each August 1, November 1, February 1, and -
May 1, commencing August 1, 2010, provided that, to the extent
such payments are not made by the Agency on a current basis, the
amounts due and not paid shall be added to the principal balance
owed. s

The Loan is callable, in whole or in part, to the extent necessary at
the discretion of the City Council, without penalty, under the
following circumstances:

The Letter of Credit providing liquidity for the Authority
Commercial Paper Notes is not renewed, or the Commercial
Paper Notes are tendered back to the Authority, or any other
circumstance that results in the immediate redemption of the
Commercial Paper Notes;

The credit facility providing liquidity for the Housing TABs is
not renewed, or the TABs are tendered back to the Agency,
or any other circumstance that results in the immediate

- redemption of the TABs.

Repayment Obligations- InterFund Loan.

a.

The Agency shall repay thé City, from any unrestricted funds legally

‘available to the Agency (e.g., proceeds from taxable bonds, but not

tax exempt bonds), the $10,000,000 principal amount of the
InterFund Loan, plus Associated Costs.

LB
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For the purposes of the InterFund Loan, Assoclated Costs consist
of Interest on the InterFund Loan calculated at the City investment
pool rate earned for each of the years the loan remains
outstanding. h

The InterFund Loan shall be due on or before June 30, 2015.

The InterFund Loan is callable, In whole or in part, to the extent -
necessary at the discretion of the City Council, without penalty,
under the following circumstances:

i. . The capital needs of the Subdivision Park Trust Fund, the
Sewage Treatment Plant Connection Fee Fund, or the Ice
Centre Revenue Fund require replenishment.

ii. Funds are required to refund developers from the
Subdivislon Park Trust Fund in the event that such refunds
- are required by state law. . '

Loan Fees. The Agency shall also pay fees to the City as follows:

a.

A onetime loan origination fee in the amount of $375,000, which is
0.50% (1/2 of 1%) of the combined principal amount of

$75,000,000, and is payable by May 10, 2010. The purpose of this

fee is to reimburse the City for-the resources utilized to develop,
analyze and implement the SERAF Loan funding components;

An annual loan administration and monitoring fee of $187,500,
which Is 0.25% of the orlginal principal amount of the Loan for each
year the SERAF Loans remain outstanding.

Prepayment.

a.

The Agency may. prepay all or a portioﬁ of the SERAF Loans,
without penalty, at any time. In the event of such prepayment, the
provisions of Section B.5.a.vi. shall apply.

The Agency shall prepay a portion of the SERAF .Loans f, at any
time during the term of the Loans, the Agency issues hew money
San Jose Merged Area Tax Allocation Bonds in excess of $33

_million. The amount of the SERAF Loan fo be prepald shall be

determined by the City Council and Agency Board at the time of the
issuance of such Bonds, based on the circumstances at the time.
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Change in SERAF Obligation. In the event that the Agency no longer has
the legal obligation to make or to have made the SERAF payment, as the
result of a Change in Law, the following altermative actions shall be taken;

a. If such Change in Law’occurs prior to May 10, 2010, and the City
has not made the First Instaliment of the SERAF Loan, Agency
shall within 30 days of receipt of an involce from the City, repay the
City Associated Costs incurred as of the date of the Change in Law.

b. If such Change in Law occurs prior to May 10, 2010, and the
Agency has received the First Installment of the SERAF Loan, but
has not yet made the SERAF payment, the Agency shall
immediately relinquish the First Instaliment of the SERAF Loan to .
the City and shall within 30 days of recelpt of Involce from the Clty, .
repay the City Assoclated Costs incurred as of the daie of the
Change in Law.

C. If such Change in Law occurs after the Agency has made one or
both of the SERAF payments, the Agency shall repay to the City
the principal amount of the SERAF Loan then outstanding, within
30 days from the date on which the Agency receives its refund of Its
SERAF payment(s). The Agency shall pay Associated Costs
incurred as of the date of the Change in Law within 30 days of
receipt of invoice from the City, . '

d.  [f an interim order by a court of competent jurisdiction stays the
SERAF payment prior to May 10, 2010, the City shall hold the
May 10, 2010 instaliment of the Low Mod Loan in escrow until such
time as a final court order regarding the SERAF payment is issued.
If the Commercial Paper Notes have not yet been issued, the City
will delay the issuance of the Commercial Paper Notes until the
parties agree as to the best course upon the issuance of a final
Court order.

Consequence of Non Repayment. The parties acknowledge that

Agency's failure fo repay the principal amount of the Low-Mod Loan in full

on the repayment dates set forth in Paragraph B.5.b. above, will trigger an -
increase In the percentage of housing set-aside tax increment as required

by Sections 33690 and 33690.5 of the Redevelopment Law.

Priority of Repayment. The Clty will deternilne the allocation of the

" proceeds of repayment of the SERAF Loans based upon the
" clrcumstances at the time of repayment, with priority consideration given

to repayment of the Low-Mod Loan within the statutory timeframes
required by California Health and Safety Sections 33690 and 33690.5.
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Agency Asset for Lease. The parties acknowledge that the Authonty’s
Commercial Paper Program is secured by lease payments on various
City-owned facilities. From time to time, the City may need to substitute
such facilities with other assets. At City's request, Agency agrees to take
all actions necessary to make available the Californla Theater as a
substitute asset for the Authority'’s Commercial Paper Program.

C. MISCELLANEOUS.

1
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Notice. All nofices, requests. and other communications provided for
hereunder shall be in writing, delivered addressed as follows:

To the City: Scott Johnson, Director
City of San Jose
Department of Finance
200 E. Santa Clara Street, 13™ Floor Tower
San Jose, CA 85113 ‘

Leslye Krutko, Director

City of San Jose

Housing Department

200 E. Santa Clara Street, 12" Floor Tower
San Jose, CA 95113

To the Agency: David Baum
Director of Finance
Redevelopment Agency of the Clty of San Jose
200 E. Santa Clara Street, 14" Floor Tower
San Jose, CA 95113

No Third Party Beneficiaries. No person or entity, other than the City,
Authority and the Agency, shall have any right of action under this Loan
Agreement.

Time. Time Is of the essence in this Agreement.

Amendments. Amendments to this Agreement shall be effective only

- upon the mutual agreement In writing of the parties hereto.

Severability. |f any provisions of this Agreement are held Invalid, the
remainder of this Agreement shall not be affected hereby, if such
remainder would then continue to conform to the terms and requlrements
of applicable law.
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Governing Law. This Agreement shall be governed by_'and consfrued in
accordance with the laws of the State of California. '

Implementation.

a. City will provide the Agency annually as part of the Agency's
budget development process estimated annual interest and
associated costs. After the end of each fiscal year, the City will
provide the Agency a reconciliation of budgeted interest and
associated costs to actual interest and associated costs.

b. Attachment A-1 sels forth a Proforma SERAF Loan Repayment .
Schedule. Attachment A-2 set forth a Proforma Schedule of Fees
and Interest on the SERAF Loans. These Proformas are for
illustration purposes only subject to change depending on timing of
actual repayment amounts from the Agency and actual Interest and
fees accrued over the term of the loan.

Executed by the City, Authority and Agency on the day and year first above written.
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CITY OF SAN JOSE
Approved to form: :
Chief Deputy City Attorney _ Debra Fiffona))
- City Manager
THE REDEVELOPMENT AGENCY |
Approved to form: OF THE CITY OF SAN JOSE
Chief Deputy General Coynsel H . Ma\l;?génes
Executive D

ctor

THE CITY OF SAN JOSE FINANCING
AUTHORITY

Debra Figdn
Executive Director

«-10-
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Attachment A-2
SERAF SCHEDULE OF FEES AND INTEREST (PROFORMA)'

EY 200910 EY 201011 EY 201112 EY 201212 . EY 2013-14 FY 2014-18 FY 2015-16

Taxabla Interest Rate? 2.55% 2.90% 5.06% 5.05% 5.05% 5.05% 5.05%

Loan Origination Fee®: $375,000 (one time fee)

Annuzl Loan Monitoring Fee™: $187,500 {annual fee)
‘ FY 200910 FY.2010-11 142 FY201243 FY201314  EY201415 EY 201516 Total
Loan Origination Fee 375,000 0 0 0 0 0 0 375,000
Loan Monitoring Fee 31,250 187,500 187,500 187,500 187,500 187,500 187,600 1,156,250
TAB Interest® : 172000 1,166,000 2,031,000 2,031,000 2,031,000 2,031,000 0 9,462,000
CP Banking Fees® 136,000 544,000 ° 544,000 544,000 544,000 544,000 544,000 3,400,000
CP Interest® : 20,000 359,000 1,061,000 1,193,000 1,260,000 1,233,000 0 5,126,000

Total Interest & Fees (rounded) 734250 2,256,500 3,823,500  3,955500 4,022,500 3,995,500 731,500 19,519,250

1. The interest rates and fees included in this proforma are for illustration purpose. ‘The actual interest and fees may vary depending on financial market factors that affect
interest rates, liquidity, competition, demand, and other global macro and micro economic factors, in addition to the City's financial managément policies and budgeting

2. Taxable Interest rate assumption per the 2010—15 General Fund Debt Service Prajection. This is a praojection of the all in Interest rate which includes all third
party fees associated with the credit facility. The interest rate assumptions are subject to periodic adjustment by the City's Finance Department fo reflect the then
current market conditions through the City's Budget pracess. 2 :

3. The one-time loan origination fee is equal to 0.50% of the $75 milion principal.
The annual loan monitoring fee is equal to 0.25% of the $75 million principal.

4. Estimated TABs Interest alfocation based on $40,215,700 gross proceeds for SERAF Loan ($40M par + $215.7K cost of issuance) out of total proceeds of $93M for
HSA TABs Series 2010C (43.24%).
5. CP Banking Fees estimate is based on 1.60% for $34 million capacity utilization. Subject to change based on third party agreements with the City.

6. CP Interest estimate is equal to the all in taxable interest rate less 1.60% estimated banking fee noted above (note 5). For example, for FY 2010-11, the estimated CP
Interest rate is 1.30%, which is equal to the 2.90% 'esﬁmgted all in interest rate less 1,60% for the estimated banking fees.

SERAF Repayment Proforma i ) _ 20f2
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SERAF LOAN REPAYMENT PROFORNIA!

Source of Repayment: " The Redevelopment Agency's repayment to the City shall be from any Ingélly ovailable umrsml icted funds on deposit with the Agency.
Initial Principal® $75,000,000 (§10M Inter-Fund Loan + $85M Housing Fund Loan)
Agency Repayment Obligations _ .
EY 2009-10 201041 FY201112  EY201213  FY2013-44 [EY201418  FY2015-6 Tofal -
SERAF Loans ;
Beginning Balanca 0 62768250 78,150,750 82,137,250 84,358,750 80,649,450 12,064,850 0
Principal :
Housing Loan® 52,000,000 13,000,000 0 © 0 0 0 0 65,000,000
Infer-Fund Loan 10,000,000 4] 0 0 0 0 d 0 - 10,000,000 -.
Interest & Fees®
Housing Loan 734,250 2,256,500 3,823,500 3,855,500 4,022 500 3,995,500 731,500 19,519,250
 Inter-Fund Loan 34,000 126,000 163,000 . 266,000 380,000 308,000 321,000 . 1,598,000
Repayments® . 0 . 0 0 (2,000,000} (8,111,800}  (72,888,100)  (13,117,350) (96,117,250)
Ending Balance 62,768,250 78,150,750 82,137,250 84,358,750 80,649,450 12,064,850 0 ]

1. The SERAF Loan Repayment Proforma is provided for illustration purpose, subject to change depending on timing of actual repayment amounts from the
Agency and actual interest and fees accrued over the ferm of the loan.

2. Inifial principal loan amount is expscled to increase by the accrued interest and fees.

3. Housing Fund Loan Principal due in two installments: $52 milion due on or prior to June 30, 2015 and $13 million due on or prior to June 30, 2016. Failure to meet
these dates will trigger an increase in the percentage of housing set-aside tax increment as required by Sections 33690 and 33650.5 of the Redevelopment Law.,

4. Estimated annual SERAF |.oan Inferest & Fees. Actual inferest and fees to be accrued annually based on actual rates (see Attachment A-2).
5. Projected Repayments per Agency 2009-10 Budget & 2010-15 CIP epproved by Agency Board on February 23, 2010,

SERAF Repayment Proforma 10f2
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FIRST.' AMENDMENT TO LOAN AGREEMENT BY AND AMONG
THE CITY OF SAN JOSE, THE CITY OF SAN JOSE FINANCING AUTHORITY
’ AND . ‘
THE REDEVELOPMENT AGENCY OF THE CITY OF SAN JOSE
RELATED TO THE SUPPLEMENTAL EDUCATION REVENUE AUGMENTATION
FUND ‘ '

This First Amendment to Loan Agreement (“First Amendment’) is made and
entered into this /0%~ day of _ “#hacq. , 2011, by and among the City of
San Jose, a municipal corporation (“City”), the City of San Jose Financing Authority, a
public body, corporate and politic, duly organized and existing under the laws of the
State of California (“Authority”), and The Redevelopment Agency of the City of San
Jose, a public body, corporate and politic (*Agency”).

RECITALS -

~ WHEREAS, the Agency is presently engaged in redevelopment activities in
various redevelopment project areas; and -

WHEREAS, on July 29, 2009, the Governor signed the State budget, including
AB4x26 which requires redevelopment agencies in the State make payment fo a
Supplemental Educational Revenue Augmentation Fund ("SERAF"), and

WHEREAS, the Agency’s SERAF obligation is $62,247,530 in FY 2009-2010
and approximately $12,815,668 in. FY 2010-2011; and

WHEREAS, AB26x4 and subsequent clarifying legislation, allows the Agency to
make its SERAF payments with funds borrowed from the Low-Mod Housing Fund, as
long as the Agency finds that there are insufficient other moneys to meet the SERAF
payment requirement, and such borrowed funds are repaid within five years from date
of borrowing; and

WHEREAS, on February 23, 2010, the Agency Board and City Council found
that due to insufficient other monies, the Agency would need to pay the SERAF, in part,.
with funds borrowed from the Low-Mod Housing Fund and approved a plan to finance
the SERAF payments through a loan from the Low-Mod: Housing Fund, and from the
idle moneys of certain City special funds; and

WHEREAS, also on February 23, 2010, the City Council, the Board of Directors
of the City of San Jose Financing Authority, and Agency Board authorized the City
Manager, the.Authority Executive Director, and Executive Director of the Agency to
negotiate and execute a loan agreement, to provide funds'to the Agency for the purpose
of making the SERAF payments; and '

749203 5 1
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WHEREAS, on May 6, 2010 the City, Authority and Agency entered into the
Loan Agreement which anticipated that the Authority would issue commercial paper
‘prior to the due date for each of the SERAF payments (May 10, 2010, and May 10,
. 2011) to loan to the Low - Mod Housing Fund, to replace funds loaned by the Low-Mod
Fund to the Agency to make the SERAF payment. o

, WHEREAS, in order to reduce borrowing costs, City and Agency staff have

recommended that since the Low-Mod Housing Fund currently has sufficient funds on
~ hand to loan to the Agency, those funds should be loaned to the Agency to make the
payment, and delaying the issuance of commercial paper until funding is needed for
future Low-Mod Housing projects.

NOW THEREFORE, the. City, Authority and Agency hereby agree to amend the
Lean Agreement as follows:

SECTION 1. Section A of the Loan Agreement, entitled “Financing Authority Loan to
Housing Fund” is hereby amended to read in full as follows:

A.  FINANCING AUTHORITY LOAN TO HOUSING FUND.

7 Initial Loan Amount. Upon execution, and subject to .the terms of this
Agreement, the Authdrity agrees to make and the City agrees fo accept a
loan in the amount of $25,000,000.00 (the “Initial Loan Amount”) fo be
paid in two installments as follows: _

_a Firstinstallment in the amount of $12,000,000 by May 10, 2010.

b. Second Installment in an amount not to exceed $13,000,000 by
May 10, 2011.

2. Additional Loan Amounts. Throughout the term of this Agreement, the
Authority will make additional funds available to the City as needed fo .
replenish the Low-Mod Housing Fund for draws made to pay Associated
Costs as defined in Paragraph A. 5 below. Such additional funds are
estimated to be approximately $2,000,000 (“Additional Loan Amount’).
The Initial Loan Amount, together with the Additional Loan Amounts, Is
referred to as the “Authority Loan”.

3. Use of Loan Proceeds. The City shall deposit the Authority Loan
proceeds into the Low-Mod Housing Fund, and shall use the proceeds
only to fund low and moderate income housing activities, which include,

. but are not limited to, the development of affordable multi-family housing
projects, loans for housing rehabilitation, teachers’ housing loans and
other eligible homebuyers' housing loans and eligible Low-Mod Housing

749203 2
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Fund administrative.costs. In the event that the SERAF payment is no
longer required to be made by the Agency, due to either a change in
legislation or by a final order of a court of competent jurisdiction (“Change
in Law™), then the Authority will not be obligated to make any installment of
the Loan fallowing the effective date of such Change in Law.

Sources of Loan Proceeds. The Authority shall issue City of San José
Financing Authority’s Lease Revenue Commercial Paper Notes in the
amounts required to provide proceeds to make the installments set forth in
paragraph 1.a2 and b. above. -

F{egaym'ent Obligations.

a. The City shall repay the Authority, from the Low-Mod- Housing
Fund, the priricipal amount of the Authority Loan, which includes
Associated Costs, consisting of the following:

i, Third party issuance costs, letter of credit fees, ongoing third
"party administrative costs, and other third party costs
associated with the Authority Commercial Paper issued
pursuant to this Agreement. '

ii. Interest: at the actual interest rate paid by the Authority on
the notes issued pursuant to this Agreement for as long as
the Notes remain outstanding.

ii.  Feestothe City for loan origination and annual compliance.

b. The City's obligation to repay the Authority Loan from the Low Mod
Fund shall be contingent on the Agency's repayment of the SERAF
Loan as set forth below. .

City Discretion to Borrow from Authority. Notwithstanding the above, in
the event that the City, In its discretion, determines that it has sufficient
Low-Mod Housing Funds to loan to the Agency without borrowing
commercial paper proceeds from the Authority, the Authority may delay
the issuance of commercial paper until the City determines that funding is
needed for future Low-Mod Housing projects. '
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- Executed by the City, Authority and Agency on the day and year first above written. -

. CITY OF SAN JOSE
Approved to form: -
A D ‘ .
Chief Deputy City Attorney | Debra Figdhe O e
City Manager

: : "THE REDEVELOPMENT AGENCY
Approved to form: _ OF THE CITY OF SAN JOSE

4

CF:ief Deputy General Couésel . Harry S. Mavrogeriés

Executive Director

1

THE CITY OF SAN JOSE FINANCING
AUTHORITY

= (*
Debra Figdne dé T
Executive Director
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Exhibit G - Deferrals

Gity of San José
Inventory of Assets Received Pursuant to Health and Safety Code section 34176 {a) (2)

Interest rate

Redevelopment
Agency of the City of
San José - Loan 2
H&S Code Section
33690.5(c)(2)

Fiscal yearin at which Date upon which
Purpose for which which funds Amount funds were | [Current amount! | funds were to be
Item # funds were deferred were deferred deferred to be repaid owed repaid
Supplemental 2/23/2010| |Principal $40,000,000 | |6/30/2012 63072015
Education Revenue Amount: is ble al | | Outstanding
Augmentafion Fund $52,000,000 of 2.80% + balance:
Loan between the City Low Mod Funds| |LIBOR; $56,067,206
of San José and the $12.000,000
1 Redevelopment is variabla at
Agency of the City of an estimaled
San José - Loan 1 rale of 2.90%
H&S Code Section
33690(c)(1)
Supplemental 5/10/2011| |Principal City pool 6/30/2012 GI30/2016
Education Revenue Amount: investmeant Outstanding
Augmentation Fund $12,815,668 of | |rate balance:
Loan between the Cily Low Mod Funds $12,857,655
5 of San José and the
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City of San José

Recognized Obligation Payment Schedule (ROPS)

SERAF Loan: Low-Mod Income Fund Loan to Redevelopment Agency
4/27/2012

(G) Amounts Borrowed from 20%:

Low-Moderate Income Fund

Loan Funding/Costs loant Loan 2

Loan Principal

CP Issuance 12,000,000

TABs Issuance 40,000,000

Cash-on-hand 12,815,668

Costs to Date

CP interest/fees 1,319,502 4!

TABs interest/fees 1,645,223@

Loan Monitoring Fee 354,837

Interest 34,592

Costs remaining for FY 2012 »

CP interest 18,218 'JJ

TABs interest 192,550(%

Loan Menitoring Fee 46,875

Interest 8,757

Costs Projected for FY 2013-2022

CP interest/fees 9,406,674 (D

TABs interest/fees 17,584,129

Loan Monitoring Fee 1,875,000

Interest - 3,044 158
Total 84,443,007 15,903,175

Notes

(a) Interest and fees are tracked on a SharePoint website:
http://inside.sjcity.net/finance/debtManagement/SERAF _Loan/default.aspx

CP = CSJFA Lease Revenue Commercial Paper (variable rate debt)

Reference

SERAF Payment No. 1 of 2 in May 2010 was $62,247,530. Low-Mod Fund
loaned $52M to Agency to help make the payment.

SERAF Payment No. 2 of 2 in May 2010 was $12,815,668. Low-Mod Fund cash-
on-hand provided all funds to Agency make the payment.

Actual interest and fees related to CP issued.®

Actual interest and fees related to TABs issued.®

SERAF Loan Monitoring Fee per Loan Agreement™®

Actual City Portfolio's net investment return rates, applied to principal.

Actual interest (3/15/12 to 6/14/12)

Actual 5/1/12 Coupon payment

SERAF Loan Monitoring Fee per Loan Agreement (billed Quarterly)
Assumes March-12 actual monthly interest

Projected interest and fees related to CP issued.

Projected interest and fees related to TABs issued.

SERAF Loan Monitoring Fee per Loan Agreement

"Portfolio Interest Earnings Projections 2011-2017" memo, dated 10/21/11, from
Julia H. Cooper to Jennifer Maguire

TABs = RDA Housing Set-Aside Tax Allocation Bonds, Series 2010C (variable rate debt)

SERAF = Supplemental Educational Revenue Augmentation Fund
=TOtal st

»@h C.P Luvterist |Feza. F 10,144, 39
@) TR® zwyeres vl Fon £ 1% Y4290

~ = - :
@ OO0 e oy bl v la

R L76.7711 2
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EXHIBIT G

COUNCIL/AUTHORITY AGENDA: 02-23-10
ITEM:

CITY OF m
SAN JOSE Memorandum

CAPITAL OF SILICON VALLEY

TO: HONORABLE MAYOR AND FROM: Debra Figone
CITY COUNCIL, CITY OF Harry S. Mavrogenes
SAN JOSE FINANCING
AUTHORITY BOARD, AND
REDEVELOPMENT AGENCY
BOARD
SUBJECT: SEE BELOW DATE: February 12,2010

COUNCIL DISTRICT: _Citywide

SUBJECT: FINANCING PLAN TO FUND THE AGENCY’S PAYMENT TO THE
SUPPLEMENTAL EDUCATIONAL REVENUE AUGMENTATION FUND
(“SERAF”)

RECOMMENDATION

It is recommended that the City Council, City of San José Financing Authority (the “Authority™)
and the Redevelopment Agency (the “Agency”) Board adopt resolutions authorizing the City
Manager, the Authority Executive Director, and the Agency Executive Director to negotiate and
execute a Loan Agreement to provide funds to the Agency in the total amount of $75 million,
from various funding sources, for the purpose of making the FY 2009-10 and 2010-11 State
mandated payments to the Supplemental Educational Revenue Augmentation Fund, pursuant to
the terms and conditions outlined in this memorandum.

OUTCOME

Approval of the recommendation will authorize the implementation of the proposed financing
plan for the Agency to meet the State mandated payments to the Supplemental Educational
Revenue Augmentation Fund (“SERAT””) in 2010 and 2011. ‘
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HONORABLE MAYOR AND CITY COUNCIL, CITY OF SAN JOSE FINANCING AUTHORITYBOARD,
AND REDEVELOPMENT AGENCY BOARD

February 12, 2010

Subject: SERAF Financing Plan

Page 2

EXECUTIVE SUMMARY

Proposed SERAF Financing Plan

The proposed SERAF financing plan was developed in consideration of Council actions taken on
December 15, 2009 as outlined in the Background section of this report. The SERAF financing
plan will be implemented as follows:

e Sources of funding:

o FY 2009-10: $62 million total payment to be funded as follows: (1) $10 million
will be loaned to the Agency from the City through Inter-I'und loans and (2) $52
million will be a loan from the City’s Low and Moderate Income Housing Fund
(the “Low-Mod Housing Fund”) fund balance of which $40 million will be
generated through the issuance of Housing Set-Aside Tax Allocation Bonds
(“Housing Bonds™) and $12 million will be generated through the City of San
José Financing Authority’s issuance of Commercial Paper (“CP”) Notes.

o FY 2010-11: $13 million total payment, funded by the Low-Mod Housing Fund
fund balance to be generated through the City of San José Financing Authority’s
issuance of CP Notes.

e The funds from the Housing Bonds and the CP Program will be used to finance or
refinance various affordable housing loans, programs and administration costs. These
proceeds will free up funds in the Low-Mod Housing Fund previously allocated to those
affordable housing projects. The funds from the Inter-Fund loans will be loaned from the
City directly to the Agency.

The City will loan a total of $75 million to the Agency to enable the Agency to make the SERAF
payments as required by the State (the “SERAF Loan”).

Terms, Conditions, Timing of Fﬁnding, and Repayment Provisions

The SERAF Loan is subject to the terms and conditions described in this report and as set forth
in Attachment 1.

Payment Dates. The SERAF Loan funds will be disbursed to the Agency in two installments, in
sufficient time for the Agency to make the required payments on the following dates:

e $62 million on May 10, 2010
e $13 million on May 10, 2011
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HONORABLE MAYOR AND CITY COUNCIL, CITY OF SAN JOSE FINANCING AUTHORITYBOARD,
AND REDEVELOPMENT AGENCY BOARD

February 12, 2010

Subject: SERAF Financing Plan

Page 3

Repayment Provisions. The Agency’s repayment to the City shall be from any legally available
unrestricted funds. The SERAF Loan shall be repaid in accordance with the terms and conditions
set forth in Attachment 1 (in particular, the Maturity and Pre-Payment sections), but no later
than June 30, 2015 for the first installment of $62 million plus associated interest, fees and other
carrying costs, and June 30, 2016 for the second installment of $13 million plus associated
interest, fees and other carrying costs.

Priority of Repayment. The priority of repayment for the SERAF Loan will be made when
Agency funds are available based on the circumstances at the time, with priority consideration
for repayment to the Low-Mod Housing Fund.

Interest and Fees, Consistent with the Guiding Principles outlined later in this report, interest on
the SERAF Loan, including associated fees, will be due quarterly on each August 1, November
1, February 1 and May 1, commencing August 1, 2010. To the extent that interest and ongoing
fees cannot be paid currently, they will be added to principal balance owed, with interest due on
the increased amount.

Call Provisions. The SERAF Loan will be callable, to the extent necessary, without penalty, to
the extent that funding sources for the SERAF Loan need to be repaid. For example, if the banks
that credit enhance the CP Program do not renew their letters of credit (“LOCs”), and/or one of
the City’s contributing funds of the Inter-Fund Loan needs to be replenished and/or the LOC
securing the Housing Bonds cannot be renewed, the City may need to accelerate the repayment
from the Agency of the corresponding portion of the SERAF Loan.

Security. The Agency owned California Theatre, which has an estimated value at least equal to
$25 million will be used to provide collateral for the City of San José Financing Authority CP
Program. '

If the Agency fails to repay the Housing Fund Loan in full on the payment dates, the percentage
of housing set-aside tax increment will increase as required by Sections 33690 and 33690.5 of
the Redevelopment Law. Therefore, if this were to occur, the Low-Mod Housing Fund would be
obligated to repay the CP Notes from this additional revenue source.
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HONORABLE MAYOR AND CITY COUNCIL, CITY OF SAN JOSE FINANCING AUTHORITYBOARD,
AND REDEVELOPMENT AGENCY BOARD

February 12, 2010

Subject: SERAF Financing Plan

Page 4

BACKGROUND
Supplemental Educational Revenue Augmentation Fund

On July 28, 2009 Governor Schwarzenegger signed a package of 26 bills, as amended, to close
the $23.24 billion budget shortfall in-the 2009-2010 State Budget. The budget package required
redevelopment agencies across the state to make payments totaling $1.7 billion in FY 2009-10
and $350 million in FY 2010-11 to K-12 school districts serving students living in or near their
redevelopment areas. Redevelopment agencies must deposit these payments into a new county
Supplemental Educational Revenue Augmentation Fund for allocation to the designated school
districts. For the Agency, the impact is estimated at $62 million in FY 2009-2010 and an
additional $13 million in FY 2010-2011. If the Agency does not make the SERAF payments, the
Agency faces a "death penalty" which essentially requires the Agency to suspend all operations
otber than existing obligations. This includes ending all funding to the City for future affordable
housing projects.

The courts have previously determined that a similar "taking" by the state of $350 million in

~ redevelopment funds statewide proposed in 2008-2009 was unconstitutional. In response to this
year's unconstitutional taking of redevelopment funds, the California Redevelopment
Association (“CRA”) has filed another lawsuit to challenge the State's budget action this year.
On February 5, the case was heard by Judge Lloyd Connelly of the Sacramento Superior Court.
The judge rendered no decision and asked for additional briefing from both sides. All briefs and
responses are due to the Court by March 2. The judge is then expected to take the case under
submission and has 90 days to rule. The CRA has asked for a court ruling before May 2010, the
date redevelopment agencies must make their FY 2009-2010 payment. While there is no way to
predict how long a court proceeding will take, given the magnitude of the raid and the impact it
will have on redevelopment agencies, a ruling by early 2010 is hopeful, however the State will
likely appeal this ruling and a final decision may take two years. To avoid the “death penalty”,
the Agency is required to deposit the SERAF funds by the specified dates.

Tax Increment Revenues

Redevelopment agencies in California receive an annual funding stream known as tax increment
revenues. Tax increment revenues are based on the growth in assessed value in a redevelopment
project area since its establishment. Under Redevelopment Law, 20% of all tax increment

. revenues must be used for affordable bousing. This increment is known as the “20% housing set-
aside.” The remaining 80% of the tax increment revenues, subject to certain other funding
requirements, may be used for general redevelopment purposes in the redevelopment project
area. Redevelopment agencies may issue “tax allocation” bonds that are secured either by the
20% housing set-aside tax increment revenues or the 80% portion of tax increment revenues.
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HONORABLE MAYOR AND CITY COUNCIL, CITY OF SAN JOSE FINANCING AUTHORITYBOARD,
AND REDEVELOPMENT AGENCY BOARD

February 12, 2010

Subject: SERAF Financing Plan

Page 5 )

City of San José Redevelopment Agency Overview

Since its formation in 1956, the Agency has successfully leveraged tax increment revenues to
pursue a comprehensive program to revitalize Downtown, industrial areas, neighborhoods and
business districts. The Agency is active in 21 Project Areas comprising 16% of the City’s land
mass and nearly 40% of total jobs.

The returns on Agency investments have been impressive and the Agency has made a significant
difference in the lives of San José residents and businesses. The $2.5 billion that the Agency has
invested in its core services is estimated to have generated approximately $19 billion in private
investment.

SERAF Payment Options

The economic downturn that began in 2007 has negatively impacted the Agency’s budget. With
the Agency’s finances hampered by the severe economic crisis and pre-existing obligations and
the State’s SERAF take to temporarily fix the State’s budget deficit, the Agency has limited
options to fund the SERAF payments. To assist the City and the Agency with formulating a
viable financing plan, a financing team was formed with representatives from the Department of
Finance, Housing, City Manager’s Office, Budget Office, City Attorney’s Office, the Agency,
Bond Counsel, and Financial Advisors (the “SERAF Financing Team’’). The SERAF Financing
Team evaluated several options and formulated the proposed financing plan outlined in this
report. The proposed financing plan allows the Agency to make the SERAF payments on the
required payment dates and achieves the goals of the Guiding Principles outlined below,
including: maintaining the fiscal health of the City and the Agency, minimizing the risks to the
General Fund and Housing Fund, maximizing flexibility, ensuring lowest cost of funds available,
and minimizing impact to the City’s Housing programs (see Analysis — Guiding Principles).

The proposed SERAF financing plan was also developed in consideration of Council/Agéncy
Board actions taken on December 15, 2009 with regard to the direction for the Agency’s SERAF
obligations:

e Staff to inform the State at the required deadline that the Agency will pay the required
$62 million in Year 1 and $13 million in Year 2 '
As required by law and dependent on action taken by the Council today, the
Agency Staff will notify the Santa Clara County Auditor by March 1 how it
intends to fund the SERAF payment.

¢ Initially require a loan from the 20% Housing Funds of no more than $40 million in Year
one to help pay for the Agency’s obligations to the State
The recommended financing plan as described in this report includes $40 million
Jfrom the Low-Mod Housing Fund.
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HONORABLE MAYOR AND CITY COUNCIL, CITY OF SAN JOSE FINANCING AUTHORITYBOARD,
AND REDEVELOPMENT AGENCY BOARD

February 12, 2010

Subject: SERAF Financing Plan

Page 6

e Accept the Mayor’s proposal for the use of $10 million in other funds to pay the State,
The recommended financing plan as described in this report includes $10 million from
the Inter-Fund Loan per the Mayor’s proposal (see Attachment 2).

e and direct staff to evaluate other sources of funds for the remainder of the obligation to
the State ($12 million in Year 1 and $13 million in Year 2), including the following in
order of priority:

1. Savings from additional project cuts in the Redevelopment budget;
As more fully described in the Agency’s revised budget proposal which is being
considered by the Council and Agency Board on this same date, the Agency has
made significant cuts in operating and capital budgets, has liquidated surplus
Junds in existing contracts and has used best efforts to renegotiate
committed/encumbered funds. Those efforts are ongoing. The Agency is facing
continuing uncertainties as to demands on its available unrestricted cash. It is
unclear whether Agency will be able to sell bonds to obtain 330 million as
anticipated in FY 2009-10. Negotiations with the County are ongoing and it is
unclear what effect the conclusion of those negotiations may have on available
unrestricted Agency funds.

2. City of San José Financing Authority issuance of Commercial Paper with full
reimbursement of costs by the Agency;
The recommended financing plan as described in this report includes $25 million
in CP Notes. It should be noted that this option may be expanded if any of the
proposed financing plan components are not available (subject to LOC provider’s
approval).

3. Additional borrowing from two of the funds identified by the Mayor ($14.9 million
from Fund 539 — Sewage Treatment Plant Connection Fee Fund and $3.1 million
from Fund 432 — Ice Centre Revenue Fund); and

Additional borrowings from other City Funds is not recommended at this time
(see Attachment 4), however, this option may be revisited if any of the proposed
financing plan components are not available.

4. Temporary loans (interest paid by Agency) from:

Fund 423 — Integrated Waste Management Fund

Fund 541 — Sewer Service and Use Charge Fund

Fund 446 — Storm Service Operating Fund

Fund 418 — Library Parcel Tax Fund

Fund 426 — Anti-Tobacco Master Settlement Agreement Revenue Fund
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HONORABLE MAYOR AND CITY COUNCIL, CITY OF SAN JOSE FINANCING AUTHORITYBOARD,
AND REDEVELOPMENT AGENCY BOARD

February 12, 2010

Subject: SERAF Financing Plan

Page 7
Additional borrowings from other City Funds is not recommended at this time
(see Attachment 4), however, this option may be revisited if any of the proposed
financing plan components are not available.

ANALYSIS

Financing Proposal for Agency’s SERAF Payments

Guiding Principles

In order to structure the SERAF payments, City and Agency staff established “Guiding
Principles” to help facilitate the development of the proposed financing structure and terms. The
Guiding Principles consist of:

e Maintain Fiscal Health (City and Agency)
o Goal to maintain City and Housing ratings
o Conforms to fiscal management best practices
o Agency to continue as a viable economic development engine for the City

e Minimize risks to the General Fund and Housing Fund
o General Fund and Housing Fund made whole
o Follow City Council’s Inter-Fund Loan Policy
o City and Agency staff to develop loan terms collaboratively (repayment period,
interest rate, etc.) '

¢ Maximize flexibility 2
o Allows Council/Agency Board discretion
o Terms can be flexible based on changes in economic conditions
o Allows the Agency to retire SERAF debt without prepayment penalties

e Ensure lowest cost of funds available

e Minimize Impact to Housing Programs
o Continue to fund the Housing Department homebuyer, mobilehome, and
rehabilitation programs at traditional levels
o Fund construction for the Markham Terrace project
o Complete refinancing of current debt that must be addressed by June 2010
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Financing Proposal

The proposed SERAT financing plan was developed in consideration of Council actions taken on
December 15, 2009 (see Background section). Staff proposes to fund the Agency’s SERAF
payments through a loan to the Agency from the following sources:

1. $10 million from the following City special funds: the Subdivision Park Trust Fund ($3
million), the Sewage Treatment Plant Connection Fee Fund ($5 million), and the Ice Centre
Fund ($2 million) (the “Inter-Fund Loan”); and

2. The Low-Mod Housing Fund in an amount sufficient to fund the remaining $65 million in
SERAF payments plus the associated issuance and carrying costs of debt issued to create
flexibility in the Housing Funds so as to make the loan (the “Housing Fund Loan”).

The Housing Fund Loan will be funded by amounts on deposit in the Low-Mod Housing
Fund at the time the SERAF payments are due.

e $40 million attributable to the issuance of Merged Area Redevelopment Project
Taxable Housing Set-Aside Variable Rate Demand Bonds, Series 2010C and Series
2010D (the “2010C and 2010D Bonds™) to finance and refinance loans in connection
with certain affordable housing projects. These Bonds will free up funds previously
allocated to those affordable housing projects to be loaned to the Agency.

e A loan from the City of San José¢ Financing Authority to the Low-Mod Housing Fund
in an amount that will net the Fund $25 million. This loan will enable the Low-Mod
Housing Fund to continue to support $25 million in various existing affordable
housing projects and programs over the next two years. This will free up $25 million
in the Low-Mod Housing Fund that otherwise would be used for such programs to be
loaned to the Agency to meet its SERAF payments. The source of this loan to the
Low-Mod Housing Fund is the issuance of the Authority Commercial Paper Notes in
an amount sufficient to fund $25 million of affordable housing programs and the
projected capitalized interest and fees associated with the CP over the term of the
loan.

The Inter-Fund Loan and the Housing Fund Loan (together, the “SERAF Loan”) are subject to
the terms and conditions described in this report and as set forth in Attachment 1. The SERAF
Loan funds will be disbursed to the Agency in two installments, in sufficient time for the Agency
to make the required payments of $62 million on May 10, 2010 and $13 million on May 10,
2011. The first installment will be funded by the Inter-Fund Loan ($10 million) and the Housing
Fund Loan ($52 million total, of which $40 million is attributable to the 2010C and 2010D
Bonds and $12 million is attributable to CP Notes). The second installment will be funded by
the Housing Fund Loan ($13 million attributable to CP Notes).
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Provisions in the Event that the CRA Lawsuit Prevails

As discussed earlier in the Background section of this report, the California Redevelopment
Association has filed a lawsuit to challenge the State's budget action this year with regards to the
SERAF payments, Should the CRA lawsuit prevail, at the time the lawsuit prevails (final

judgment):

i) and the Agency has deposited the SERAF funds with the County, the Agency shall
immediately repay to the City all outstanding SERAF Loan amounts, including any
Associated Costs incurred to-date. This transaction must be completed within 30
days from the date the Agency’s SERAF deposits are received by the Agency;

ii) and the SERAF funds are not yet loaned to the Agency and are held by the City
and/or CP Notes have not yet been issued for purposes of this Loan, this SERAF
Loan and related provisions will be null and void, and the Housing Department shall
be entitled to use its $40 million of Low-Mod housing funds for its projects and
programs; however, the Agency will be responsible for paying any Associated Costs
accrued to-date within 30 days of the final judgment;

iii) and the SERAF funds are loaned to the Agency, the Agency shall relinquish such
funds to the City for repayment of the SERAF Loan and pay any Associated Costs
accrued to-date within 30 days of the final judgment.

The financing proposal and repayment timeline for the SERAF Loan is summarized in the chart
below.

SERAF Financing Plan Timeline

Approval of SERAF Payment Agency Ageey Agency
funded by: submits repays City repays City
1. $10M Inter-Fund Loant $62M to $62M plus $13M plus
Assodated Costs County Assodated Associated
2.$65M Housing Loan + SERAF Costs* Costs*
Assodated Costs

* $40M Housing Boad

« 25MCP

R

N _~

Feb 23, May 9, May 10, May 9, May 10, Augl, Nov1, June 30, June 30,
2010 2010 2010 2011 2011 Feb 1, May 1 2015 2016

Tund transfers by May 9, 2010: Fund transfers by
1. Transfer $52M to Low-Mod May 9, 2011:
Housing Fund from: 1. Transfer $13M from Agency repays City minimum

a $40M Housing Band CP to Low-Mod quarterly payments of interest plus

b.$12M CP Housing Fund Assoclated Fees each Aupust 1,

2. Transfer $13M from November 1, February 1 snd May 1.

2, Transfer $52M from Low- Low-Mod Housing Minimum quarterdy payments
Mod Housing Fund and $10M Fund to Agency commendng August 1,2010.
from Inter-Fund Loen to Agency

* See Securitv for Agencv Loan Renavment
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Repayment Amount

Principal. $75 million total principal from the following sources: the Subdivision Park Trust
Fund ($3 million), the Sewage Treatment Plant Connection Fee Fund ($5 million), the Ice Centre
Revenue Fund ($2 million), and the Low-Mod Housing Fund ($65 million).

Associated Costs. The Agency’s obligation to repay the SERAF Loan will include all costs borne
by the City, including the Low-Mod Housing Fund, associated with the funding sources
described as follows.

e Inter-Fund Loan — Repayment of the Inter-Fund Loan shall include interest accruing at a rate
that is equal to the City’s Investment Pool rate.

e Housing Bonds — Repayment of the Housing Bonds shall include third party costs of issuing
bonds, interest on the bonds, letter of credit fees, ongoing third party administrative costs and
related costs that are not funded with such Bonds.

o Issuance costs are estimated at 1.25% to 1.50%.

o Annual interest costs are estimated at 0.50%, based on current rates.

o Annual letter of credit fees and other administrative costs are estimated at 1.70%,
based on current rates. Fees and interest cost may increase if it is necessary to
refinance the Bonds due to a decision by the LOC provider not to renew its LOC on
the expiration date in April 2013.

e CP Notes — Repayment of the CP Notes shall include third party costs of issuance, interest,
letter of credit and related banking fees and ongoing third party administrative costs and
other related costs for the CP Program.

e Interest revenues earned from funds on deposit with the City associated with the SERAF
Loan shall be netted against the Associated Costs.

City Administrative Costs. Consistent with Council’s prior budget actions and the Council Policy
for issuing housing revenue bonds, the SERAF Loan to the Agency is subject to the following
loan fees:

e A onetime loan origination fee estimated at $375,000 based on a total SERAF loan value of
$75 million. This loan origination fee of 0.50% (1/2 of 1%) is applied to the principal
amount and is payable by May 1, 2010 (coinciding with the timing for the deposit to
SERAF) to reimburse the City for the resources utilized to develop, analyze and implement
the SERAF Loan funding components;

¢ An annual loan administration and monitoring fee estimated at $187,500 per year based on a
loan value of $75 million. This annual loan administration and monitoring fee of 0.25% is
applied to the original principal amount (not based on the declining par amount of the loan)
for each year the SERAF Loan remains outstanding.
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The loan fees described above are levied to compensate the City for the administration of the
SERAF Loan which includes, but not limited to, the following activities: ongoing monitoring -
and reporting to third party stakeholders, annual review and adjustment of the repayment
schedule, annual review, administration and enforcement of Agency compliance to the terms and
conditions of the loan, and the ongoing management of the various funding sources of the
SERAF Loan to balance the financing needs of these sources against the SERAF Loan.

Based on current market rates, the total estimated all-in Associated Costs noted above for FY
2010-11 is between 4 to 5 %, which consists of interest cost (~1-2%), banking fees (~1-2%) and
the City’s loan fees (~0.25%). These costs are reasonable and low compared to the true mterest
cost estimate of approximately 8.50% the Agency received in late 2008 for taxable bonds' or the
costs that may be associated with a new financing debt issue of the Agency. The actual
Associated Costs may vary depending on financial market factors that affect interest rates,
liquidity, competition, demand, and other global macro and micro economic factors, in addition
to the City’s financial management policies and budgeting practices.

It should be noted that the estimated all-in Associated Costs meet the Guiding Principle of
ensuring the lowest cost of funds available for the SERAF loan. The City’s Financing Team was
able to achieve this goal in developing the financing structure through the excellent credit ratings
the City and Housing Department has that translate to lower costs of borrowing, The funds
proposed to be borrowed by both the City and the Housing Department to provide funding for
the SERAF loan are the lowest cost borrowing mechanisms available for the City and the
housing program.

Source of Loan Repayments and Repayment Dates. Repayment to the City shall be from any
legally available unrestricted funds. The SERAF Loan shall be repaid in accordance with the
terms and conditions described in this report (in particular, the Maturity and Pre-Payment
sections), but no later than June 30, 2015 for the first installment of $62 million plus associated
interest, fees and other carrying costs, and June 30, 2016 for the second installment of $13
million plus associated interest, fees and other carrying costs.

Consistent with the Guiding Principles outlined in this report, interest on the SERAF Loan
including fees (such as for letters of credit) will be due quarterly on each August 1, November 1,
February 1 and May 1, commencing August 1, 2010. To the extent that interest and ongoing fees
cannot be paid currently, they will be added to prmclpa] balance owed, with interest due on the
increased amount.

Priority of Repayment. The priority of repayment for the SERAF Loan will be made when
Agency funds are available based on the circumstances at the time, with priority consideration
for repayment to the Low-Mod Housing Fund.

! Per Agency Memorandum dated November 6, 2008 on the Proposed Issuance of Tax Allocation Bonds.
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Call Features. The SERAF Loan will be callable, to the extent necessary, without penalty to the
City or Authority, to the extent that funding sources for the SERAF Loan need to be repaid. For
example, if the banks that credit enhance the CP do not renew their LOCs, and/or one of the
contributing funds of the Inter-Fund Loan needs to be replenished and/or the LOC securing the
2010C and 2010D Bonds cannot be renewed, the City will need to fund the amount due and may
at the City’s discretion accelerate the Agency’s obligation to repay the corresponding portion of
the SERAF Loan.

Security for Agency Loan Repayment. The Agency owned California Theatre, which has an
estimated value at least equal to $25 million, will be used to provide collateral for the City of San
José Financing Authority CP Program.

Failure to Repay SERAF Loan. If the Agency fails to repay the Housing Fund Loan in full on
the payment dates, the percentage of housing set-aside tax increment will increase as required by
Sections 33690 and 33690.5 of the Redevelopment Law. Therefore, if this were to occur, the
Low-Mod Housing Fund would be obligated to repay the CP Notes from this additional revenue
source.

A summary of the sources and use of funds is provided in Table 1 below.

Table 1 — Summary of Sources & Use of Funds
(millions of dollars) FY 2009-10 FY 2010-11 Total

Sources of Funds
Inter-Fund Loan:

Subdivision Park Trust Fund $3.0 $3.0

Sewage Treatment Plant Connection Fee Fund 5.0 5.0

Ice Centre Revenue Fund 2.0 2.0
Housing Fund Loan:

Low-Mod Housing Fund 40.0 40.0

Commercial Paper Program 12.0 13.0 250
Total Sources of Funds $62.0 $13.0 $75.0
Use of Funds

SERAF Payment $62.0 $13.0 $75.0
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Inter-Fund Loan

In response to Budget Document #11 issued by Councilmembers Liccardo and Pyle as part of the
Agency’s budget process as well as Council questions on the topic of interdepartmental loans, a
preliminary review of the City’s 114 budgeted funds was conducted to evaluate the potential for
Agency borrowing. Based on that review, while there are many considerations and risks as
outlined in the information memoranda on Agency borrowing from City funds from the City
Manager, dated November 18, 2009, and December 10, 2009 (see Attachments 3 and 4), it was
determined that balances in the Subdivision Park Trust Fund (up to $10 million), the Sewage
Treatment Plant Connection Fee Fund (up to $5 million), and the Ice Centre Revenue Fund (up
to $2 million) could possibly be used for loans to the Agency, and no additional funding sources
could be recommend for Agency borrowing (see attached memoranda).

The City Council Policy on Inter-Fund Loans specifies that such loans must have an identified
repayment source and date; include an interest component that equals the investment earnings
the fund would have received had the loan not occurred; and be immediately due and payable if
needed by the fund that provided the loan. As noted in the Financing Proposal section of this
memorandum, the loans to the Agency from the Subdivision Park Trust Fund, the Sewage
Treatment Plant Connection Fee Fund, and the Ice Centre Revenue Fund will be repayable from
the Agency’s 80% tax increment revenue and/or other legally available unrestricted funds in
accordance to the terms and conditions of the SERAF Loan as set forth in Attachment 1. The
appropriate interest component will be the City’s actual monthly pooled investment rate over the
life of the loan. As noted in the attached information memoranda, in the event that the Agency
ultimately was unable to repay these loans, the City’s General Fund may become liable for the
loan repayment to these lending funds to meet the needs of these special funds.

With regard to the Inter-Fund Loan from the various special funds recommended, it should be
noted that Council approved the Mid-Year Budget Review Report recommendations on February
9, 2010 which included a reduction of $2.7 million to the Sewage Treatment Plant Connection
Fee Fund fund balance for 2009-2010. This reduction is a combination of: 1) the continuing
impact of the recent recession on connection fee revenues related to development activity and, 2)
adjustments to reconcile actual loan repayment receipts from the Storm Sewer Operating Fund.
This mid-year action reduced the estimated ending fund balance in that fund from $14.9 million
to $12.2 million and, after the further reduction of $5.0 million for the recommended loan to the
Agency, would leave $7.2 million of available ending fund balance, increasing the likelihood of
capital project or equipment replacement delays during the term of the loan. As discussed above,
for any of the three funds proposed for borrowing, in the event of a time-sensitive urgent repair,
replacement, or other need, where the City has little discretion to delay, the Agency would be
required to repay any portion of the Inter-Fund Loan immediately, in the amount required for
such urgent repair, replacement, or other need.

The SERAF Financing Team reviewed the terms and conditions of the SERAF Loan, including
the Inter-Fund Loan, with the City Auditor’s Office.
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Financing Needs of the Low-Mod Housing Fund and Housing Bond Issuance

The Low-Mod Housing Fund currently has approximately $57 million in variable rate Housing
Bonds outstanding which are backed by a LOC issued by the Bank of New York (BNY) with an
expiration of June 29, 2010 and $50 million in a line of credit with BN'Y that explred on April 1,
2009. In September 2008, Bank of New York announced that it had stopped issuing new letters
or lines of credit in connection with municipal obligations (“credit facilities™) and that it would
not renew existing credit facilities upon their expiration. A financing team that includes the
Departments of Finance and Housing, City Attorney’s Office, Redevelopment Agency, Bond
Counsel, and Financial Adviser was formed in late 2008 to structure a comprehensive financing
plan to meet the Low-Mod Housing Fund’s financing needs for future projects and to refinance
the BNY credit facilities (“Housing Bonds”, Series 2010A-E). The overall bond financing plan
is designed to optimize the Housing Department’s housing set-aside bonding capacity and cash
flow to enable it to fund over the next five fiscal years annual administrative costs and existing
loan program for Teachers and Rehabilitation loans.

The scope of the Housing financing plan was further expanded as a result of Council direction
for the Low-Mod Housing Fund to loan up to $40 million to the Agency. The financing team is
currently in the process of finalizing the financing plan for the Housing Bonds, with an estimated
aggregate principal amount not to exceed $166,695,000 to meet its overall funding needs. The
full scope of the Housing Bonds and the related financing documents is scheduled for City
Council and Agency Board approval on March 2, 2010. The Housing Bonds are scheduled for
closing in late March or early April 2010.

The Series 2010C and 2010D Bonds will be issued to finance and refinance loans made or to be
made in connection with certain affordable housing projects including Brookwood Terrace,
Orvieto Family, Belovida, Fourth Street and Markbam Terrace. Upon the issuance of the
Housing Bonds, Series 2010C and 2010D, $40 million from the Low-Mod Housmg Fund will be
freed up to loan to the Agency.

The 2010C and 2010D Bonds will be issued as taxable variable rate demand housing set-aside
bonds payable on a subordinate basis to the fixed rate senior lien housing set-aside bonds. Wells
Fargo has committed to provide a direct pay LOC that guarantees the payment of principal and
interest on the 2010C and 2010D Bonds and liquidity to investors that may tender their bonds.
Interest rates on the 2010C and 2010D Bonds are reset weekly; interest will be paid on the first
of each month, commencing May 1, 2010. Principal is payable on August 1 of each year, with
the anticipated first principal payment date on August 1, 2016. The Wells Fargo LOC has an
expiration date of three years. The annual letter of credit fee is anticipated to bel.50% subject to
increase in the event that the Agency’s senior lien housing set-aside bonds are downgraded.
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Due to the increase in debt service related to these bond issues, and maintaining funding levels
for core housing programs, the Housing Department is proposing a $1 million budget reduction
in staffing levels for FY 2010-11.

Commercial Paper Program

There are several benefits of using the CP Program to fund affordable housing projects,
including the relative low cost of the program, market demand for high quality CP Notes,
matching of funding date to the actual issuance of the CP Notes which minimizes actual interest
expense, and mitigates further needs for Inter-Fund Loans. Another major benefit of using the
CP Program is that no CP Notes would be issued if the CRA wins the lawsuit against the State
prior to the required funding dates.

The use of the CP Program to fund affordable housing projects and programs is subject to the
consent of the LOC banks. Staff has received preliminary indications from one of the banks that
it would approve such a use of proceeds. Amendments to the CP program will need further
approval of the Council and the Authority. Should the banks reject this use, staff will evaluate
and present to Council and Agency Board an alternative option, including the potential of
additional borrowings from the Sewage Treatment Plant Connection Fee Fund, the Ice Centre
Fund, and temporary loans from various funds as directed by the Mayor and City Council at the
December 15, 2009 Redevelopment Agency Board meeting .

Background on City CP Program

Pursuant to the City Council and the Authority Board approval received on November 15, 2005,
the Authority is authorized to have up to $116.0 million in CP outstanding at any time.
Approximately $48.5 million in CP is currently outstanding, which leaves approximately $67.5
million in available capacity for the City and Authority to utilize for other eligible projects.

The CP Program utilizes a lease revenue financing structure secured by the following City
properties: the former City Hall, the Health Building, and “C” and “E” parking lots located at the
former City Hall site, the San José Museum of Art, the Tech Museum, the Mexican Cultural
Heritage Plaza, the former Martin Luther King Main Library, the Animal Care Center, Fire
Station No. 1, the Mabury Yard and the South Yard. Staff has reviewed the list of pledged assets
and identified potential replacement assets including the California Theater the Agency shall be
pledging for the SERAF Loan, if the need for replacement arises.

The CP Program is backed by an LOC issued by State Street Bank and Trust Company and the
California State Teachers’ Retirement System (together, the “Banks™). Per the terms of the Letter
of Credit Agreement, the Banks are not jointly responsible for payments on the draws made on
the Letter of Credit. The respective obligations of the Banks are: State Street Bank -- 75% and
the California State Teachers’ Retirement System -= 25%. The Letter of Credit Agreement has
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recently been extended for a three year period with an expiration date of January 27, 2013. The .
Banks have approval rights regarding the projects funded by the Authority and the City under the
CP Program.

A summary of the projects currently funded by the CP Program is provided in Table 2 below.

Table 2 — Summary of Commercial Paper Capacity and Outstanding CP
Outstanding Commercial Paper Notes ‘ (Millions)
Commercial Paper Capacity $116.0
Commercial Paper Notes Outstanding:
Central Service Yard II 243
Integrated Utility Billing, Customer Service and Performance 8.0
Management System
Technology, Furniture & Equipment _ : 8.2
HP Pavilion 8.0
Total Commercial Paper Capacity Remaining $67.5

Risks associated with the CB Program

The CP Program is subject to the following risks:

e LOC Renewal Risk - Should the Banks decide not to renew the LOC at the end of the
current three year term and no replacement banks are identified, the CP Notes
outstanding will need to be repaid in full. The General Fund is ultimately responsible for
the repayment of outstanding notes. LOC fees are subject to change at future renewal
dates based on market conditions

To mitigate the risk to the General Fund, the proposed financing plan requires the
Agency to provide additional security as collateral (see Security for Agency Loan
Repayment section above).

e Interest Rate Risk — interest rate for CP Notes may increase significantly depending on
the overall financial market conditions.
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e Downgrade Risk —the Banks’ credit ratings may be downgraded in the future due to
changes in the market’s perception of the financial health of the Banks. To the extent a
downgrade occurs, the CP Notes may become unmarketable.

e Marketability Risk — If there is a lack of market demand for CP Notes, the notes may be -
tendered back to the Authority and the Authority may not be able to find buyers for these
notes.

e The LOC is backed by certain real properties pledged as leased assets by the City and
Authority with a total replacement value of approximately $125 million. If any of the
underlying leased assets are no longer available (e.g. former Martin Luther King Main
Library and the former City Hall), replacement assets would need to be identified or the
CP Program capacity may adversely be impacted. Replacement assets require approval
by LOC providers. Staff has reviewed the list of pledged assets and identified potential
replacement assets if the need for replacement arises.

Utilization of the CP Program

As stated above, the CP Program has a total capacity of $116.0 million, of which approximately
$48.5 million in CP Notes is currently outstanding, which leaves approximately $67.5 million in
available capacity for the City and Authority to utilize for other eligible projects after funding the
Housing projects as described in this report. Although the Agency is required to make minimum
quarterly payments for Associated Costs, to the extent that such costs are not paid currently, they
will be added to the principal balance owed. This means that the Authority will need to allocate
CP capacity in excess of the $25 million principal amount for Housing projects in order to ensure
sufficient coverage for both the principal and capitalized interest and fees, which is estimated at
$34 million for the 5 year loan period.

This may limit the City and the Authority’s ability to fund other capital projects in the future,
until the Agency repays the SERAF loan. Examples of potential capital projects that may be
considered by Council in the future for use of the CP Program include, but are not limited to, the
LED streetlights project, various energy improvements and solar energy projects, technology
acquisition and improvements, Airport West project (former FMC site), and other potential
capital equipment acquisitions. It should be noted that these projects are provided as examples
only and do not represent staff recommendations. None of these projects have been analyzed
internally for project feasibility and none have been discussed with Council for further guidance.
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EVALUATION AND FOLLOW-UP

This memorandum presents the set of recommendations related to the City Council, the Agency
and the Authority’s approval of the proposed financing plan to meet the Agency’s SERAF
payments and authorization to negotiate and execute a Loan Agreement pursuant to the attached
Term Sheet. The details relating to the issuance of Merged Area Redevelopment Project Taxable
Housing Set-Aside Variable Rate Demand Bonds, Series 2010C and Series 2010D to finance and
refinance City loans in connection with certain affordable housing projects are provided in a
separate Council Memorandum agendized for the March 2, 2010 Council Meeting. Staff will
return to the Council and the Authority Board to request approvals for various actions related to
the CP Program and other budget actions at subsequent Council Meetings prior to May 10, 2010.
Additionally, the Housing Department is proposing to reduce its administrative budget by $1
million in the Proposed FY 2010-11 Budget to enable the SERAF payment and meet the Guiding
Principles outlined earlier in this memorandum. This proposal will be further discussed as a part
of the City’s FY 2010-11 budget process.

PUBLIC OUTREACH/INTEREST

X Criteria 1: Requires Council action on the use of public funds equal to $1 million or
greater. (Required: Website Posting)

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

[] 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)
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COORDINATION

This report was prepared by the Finance Department in coordination with the Offices of the Cityv
Manager and City Attorney, the Housing Department, the City Manager’s Budget Office, and the
Redevelopment Agency.

COST SUMMARY/IMPLICATIONS

As stated above, repayment of SERAF Loan principal will be due on or prior to June 30, 2015 in
the amount of $62 million plus Associated Costs and on or prior to June 30, 2016 in the amount
of $13 million plus Associated Costs. Interest on the SERAF Loan, including fees will be paid
quarterly by the:Agency to the City on each August 1, November 1, February 1 and May 1,
commencing August 1, 2010. To the extent that interest and ongoing fees cannot be paid
currently, they will be added to principal balance owed, with interest due on the increased
amount. .

Staff will return to the Council and the Authority Board to request approvals for the actions
related to the CP Program and other budget actions related to the SERAF Loan at subsequent
Council Meetings prior to May 10, 2010.

CEQA

Not a project.

Debra Eigob Harry S. Mavrogenes

City Manager Executive Director, Redevelopment Agency

14

For questions, please contact Scott P. Johnson, Director of Finance, at (408) 535-7000.
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Attachments:

1. SERAF Loan Terms & Conditions

2. Mayor’s Budget Message Fiscal Year 2009-2010 Redevelopment Agency Capital and
Operating Budget and 2010-2015 CIP - Supplemental (December 8, 2009 Agency Board
Agenda, Items 8.3/8.4) .

3. Information Memorandum — Sources of Financing Beyond Affordable Housing Fund
(November 19, 2009)

4, Information Memorandum - Agency Sources of Funding from City Funds (December 11,
2009) :
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Reconciliation to Certified ROPS Approved on April 12, 2012

City of San Jose Redevelopment Agency

Section 10

RECONCILIATION OF DRAFT AND CERTIFIED RECOGNIZED OBLIGATION PAYMENT SCHEDULES

County of Santa Clara Auditor-Controller
(Per AB 26 - Section 34177)

City of San Jose Draft Recognized Obligation Payment Schedule Auditor Controller Exclusions Auditor-Controller Certification
Total Total Reported FY 2011-12
Item Project Name Outstanding Source of Obligation Non- Obligations Six-Month
No. or Debt Obligation Payee Debt or Obligation of Payable Reclassifications Enforceable w/o Financial Recognized Obligations Ref
Payment 1/1/12 - 6/30/12 Obligations Documentation Jan 1 - Jun 30
Schedule 1 Debt Obligations

1 Series 1993 (Merged Area Refunding) Union Bank 22,561,800 |TI/RDA Trust Fund 1,091,700 - - - 1,091,700 1
Series 1993 Reserve Fund Union Bank =

2 Series 1997 (Merged Area) Union Bank 8,986,749 |TI/RDA Trust Fund 643,170 - - - 643,170 2
Series 1997 Reserve Fund Union Bank =

3 Series 1999 (Merged Area) Union Bank 17,489,263 [TI/RDA Trust Fund 613,700 - - - 613,700 3
Series 1999 Reserve Fund Union Bank =

4 Series 2002 (Merged Area) Union Bank 15,450,325 [TI/RDA Trust Fund 592,426 - - - 592,426 4
Series 2002 Reserve Fund Union Bank =

5 Series 2003 (Merged Area) Union Bank 238,179,850 |TI/RDA Trust Fund 6,228,014 - - - 6,228,014 5|
Series 2003 Reserve Fund Union Bank 12,545,477

6 Series 2004A (Merged Area) Union Bank 233,911,609 |TI/RDA Trust Fund 33,929,540 - - - 33,929,540 6
Series 2004A Reserve Fund Union Bank =

7 Series 2005A (Merged Area) Union Bank 188,857,553 |TI/RDA Trust Fund 6,522,798 - - - 6,522,798 7
Series 2005A Reserve Fund Union Bank =

8 Series 2005B (Merged Area) Union Bank 74,264,250 |TI/RDA Trust Fund 23,898,000 - - - 23,898,000 7
Series 2005B Reserve Fund Union Bank =

9 Series 2006A (Taxable) (Merged Area) Union Bank 21,051,800 |TI/RDA Trust Fund 751,000 - - - 751,000 8
Series 2006A Reserve Fund Union Bank =

10 Series 2006B (Merged Area) Union Bank 133,159,000 |TI/RDA Trust Fund 3,081,500 - - - 3,081,500 8
Series 2006B Reserve Fund Union Bank =

11 Series 2006C (Merged Area) Union Bank 730,962,153 |TI/RDA Trust Fund 19,137,142 - - - 19,137,142 9
Series 2006C Reserve Fund Union Bank =

12 Series 2006D (Merged Area) Union Bank 412,044,500 [TI/RDA Trust Fund 14,327,950 - - - 14,327,950 9
Series 2006D Reserve Fund Union Bank =

13 Series 2007A (Taxable) (Merged Area) Union Bank 16,709,715 [TI/RDA Trust Fund 2,768,336 - - - 2,768,336 10
Series 2007A Reserve Fund Union Bank =

14 Series 2007B (Merged Area) Union Bank 359,548,425 [TI/RDA Trust Fund 8,972,526 - - - 8,972,526 10
Series 2007B Reserve Fund Union Bank =

15 Series 2008A (Merged Area) Union Bank 35,089,625 |TI/RDA Trust Fund 5,112,706 - - - 5,112,706 11
Series 2008A Reserve Fund Union Bank 2,525,068

16 Series 2008B (Merged Area) Union Bank 163,531,550 |TI/RDA Trust Fund 5,335,518 - - - 5,335,518 12
Series 2008B Reserve Fund Union Bank 8,109,635

17 Series 1993 (Merged Area Refunding) Union Bank 127,884 |TI/RDA Trust Fund 10,190 - - - 10,190 13
Fiscal Agent Fees Union Bank

18 Series 1997 (Merged Area) Union Bank 52,000 |TI/RDA Trust Fund 3,250 - - - 3,250 14
Fiscal Agent Fees Union Bank

19 Series 1999 (Merged Area) Union Bank 58,536 |TI/RDA Trust Fund 3,070 - - - 3,070 15
Fiscal Agent Fees Union Bank

20 Series 2002 (Merged Area) Union Bank 79,485 |TI/RDA Trust Fund 3,785 - - - 3,785 16
Fiscal Agent Fees Union Bank

21 Series 2003 (Merged Area) Union Bank 77,660 |TI/RDA Trust Fund 3,250 - - - 3,250 17
Fiscal Agent Fees Union Bank

22 Series 2004A (Merged Area) Union Bank 85,100 [TI/RDA Trust Fund 3,700 - - - 3,700 18
Fiscal Agent Fees Union Bank

23 Series 2005A & B (Merged Area) Union Bank 115,470 [TI/RDA Trust Fund - - - - = 39
Fiscal Agent Fees Union Bank

24 Series 2006A & B (Taxable) (Merged Area) Union Bank 77,070 |TI/RDA Trust Fund - - - - = 40

Source: City of San Jose Redevelopment Agency
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Fiscal Agent Fees Union Bank

25 Series 2006C & D (Merged Area) Union Bank 109,745 [TI/RDA Trust Fund - - - - = 41
Fiscal Agent Fees Union Bank

26 Series 2007A & B (Taxable) (Merged Area) Union Bank 126,925 [TI/RDA Trust Fund - - - - = 42
Fiscal Agent Fees Union Bank

27 Series 2008A (Merged Area) Union Bank 75,060 [TI/RDA Trust Fund 2,190 - - - 2,190 19
Fiscal Agent Fees Union Bank

28 Series 2008B (Merged Area) Union Bank 72,090 [TI/RDA Trust Fund - - - - = 43
Fiscal Agent Fees Union Bank

29 Series 1996A (Merged Area) (2) US Bank 37,730,590 |TI/RDA Trust Fund 1,028,773 - - - 1,028,773 20
Series 1996A Reserve Fund US Bank =

30 Series 1996B (Merged Area) (2) US Bank 37,660,432 |TI/RDA Trust Fund 1,060,160 - - - 1,060,160 20
Series 1996B Reserve Fund US Bank =

31 Series 2003A (Taxable) (Merged Area) (2) US Bank 48,003,905 [TI/RDA Trust Fund 693,620 - - - 693,620 21
Series 2003A Reserve Fund US Bank =

32 Series 2003B (Merged Area) (2) US Bank 29,862,992 |TI/RDA Trust Fund 665,300 - - - 665,300 21
Series 2003B Reserve Fund US Bank =

33 Fiscal Agent Fees - Subordinate Obligations US Bank 166,076 |TI/RDA Trust Fund - - - - = 44
Fiscal Agent Fees US Bank

34 LOC Fees JP Morgan 1,080,000 [TI/RDA Trust Fund 1,080,000 - - - 1,080,000 23
Fees

35 Series 1996A & B (Merged Area) Citigroup Global Markets, Inc./Merrill Lynch 376,342 |TI/RDA Trust Fund 12,000 - - - 12,000 24A&B
Remarketing Fees

36 Series 2003A (Taxable) (Merged Area) JPMS LLC Cash Management 478,583 |TI/RDA Trust Fund 10,850 - - - 10,850 25
Remarketing Fees

37 Series 2003B (Merged Area) Bank of America/Merrill Lynch 213,142 [TI/RDA Trust Fund 4,915 - - - 4,915 26
Remarketing Fees
Series 1996A & B; Series 2003A&B; Series 2008F

38 (Merged Area) Standard & Poors 145,500 [TI/RDA Trust Fund 4,500 - - - 4,500 27
Remarketing Fees

39 4th and San Fernando - Series 2001A Wells Fargo 48,790,915 [TI/RDA Trust Fund 3,362,813 - - - 3,362,813 28A
4TH and San Fernando Reserve Fund -

40 4th and San Fernando - Series 2001A Wells Fargo - Fiscal Agent Fees 46,200 [TI/RDA Trust Fund 2,200 - - - 2,200 28A
Fiscal Agent Fees

41 Convention Center - Series 2001F US Bank 170,732,450 |TI/RDA Trust Fund 15,536,950 - - - 15,536,950 29
Convention Center Reserve Fund US Bank 15,563,500

42 Convention Center - Series 2001F US Bank 45,885 [TI/RDA Trust Fund - - - - - 30
Fiscal Agent Fees

43 Series 1997E (AMT) (Merged Area) Wells Fargo Bank 29,238,288 |20% TI/RDA Trust Fund| 1,334,712 - - - 1,334,712 31
Series 1997E Reserve Fund Wells Fargo Bank =

44 Series 2003J (Taxable) (Merged Area) Wells Fargo Bank 47,276,801 [20% TI/RDA Trust Fund| 4,018,607 - - - 4,018,607 45
Series 2003J Reserve Fund Wells Fargo Bank =

45 Series 2003K (Merged Area) Wells Fargo Bank 8,603,861 |20% TI/RDA Trust Fund| 477,116 - - - 477,116 46
Series 2003K Reserve Fund Wells Fargo Bank =

46 Series 2005A (Merged Area) Wells Fargo Bank 15,693,750 [20% TI/RDA Trust Fund 481,587 - - - 481,587 7
Series 2005A Reserve Fund Wells Fargo Bank =

47 Series 2005B (Taxable) (Merged Area) Wells Fargo Bank 191,039,365 [20% TI/RDA Trust Fund 8,894,671 - - - 8,894,671 47
Series 2005B Reserve Fund Wells Fargo Bank =

Source: City of San Jose Redevelopment Agency
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48 Series 2010A-1 (Merged Area) Wells Fargo Bank 101,742,412 [20% TI/RDA Trust Fund 2,854,782 - - - 2,854,782 48
Series 2010A&B Reserve Fund 9,977,140

49 Series 2010A-2 (Merged Area) Wells Fargo Bank 3,215,500 |20% TI/RDA Trust Fund| 111,150 - - - 111,150 48
Please see Series 2010A above Wells Fargo Bank =

50 Series 2010B (Taxable) (Merged Area) Wells Fargo Bank 6,057,986 |20% TI/RDA Trust Fund| 1,637,868 - - - 1,637,868 48
Please see Series 2010A above Wells Fargo Bank =

51 Series 2010C (Taxable) (Merged Area) Wells Fargo Bank 230,319,989 |20% TI/RDA Trust Fund| 4,630,947 - - - 4,630,947 49
Series 2010C Reserve Fund -

52 Series 1997E (AMT) (Merged Area) Wells Fargo Bank (Fiscal Agent) 23,250 |20% TI/RDA Trust Fund| - - - - = 50
Fiscal Agent Fees

53 Series 2003J (Taxable) (Merged Area) Wells Fargo Bank (Fiscal Agent) 16,200 [20% TI/RDA Trust Fund - - - - = 45
Fiscal Agent Fees

54 Series 2003K (Merged Area) Wells Fargo Bank (Fiscal Agent) 31,200 [20% TI/RDA Trust Fund - - - - = 46
Fiscal Agent Fees

55 Series 2005A/B (Merged Area) Wells Fargo Bank (Fiscal Agent) 37,900 [20% TI/RDA Trust Fund - - - - = 7
Fiscal Agent Fees

56 Series 2010A (Merged Area) Wells Fargo Bank (Fiscal Agent) 45,500 |20% TI/RDA Trust Fund| - - - - = 48
Fiscal Agent Fees

57 Series 2010B (Taxable) (Merged Area) Wells Fargo Bank (Fiscal Agent) 4,500 |20% TI/RDA Trust Fund| - - - - = 48
Fiscal Agent Fees

58 Series 2010C (Taxable) (Merged Area) Wells Fargo Bank (Fiscal Agent) 34,500 |20% TI/RDA Trust Fund| - - - - = 49
Fiscal Agent Fees

59 Bond Logistics Third party consultant 150,000 |TI/RDATF/Other Rev 150,000 100,000 - 50,000 51

60 CSCDA - 2005 ERAF Loan CSCDA 8,666,753 |TI/RDATF/Other Rev 2,477,175 - - - 2,477,175 37

61 CSCDA - 2006 ERAF Loan CSCDA 9,066,536 |TI/RDATF/Other Rev 2,014,600 - - - 2,014,600 38

62 Low Moderate Income Fund Loan 1 City of San Jose 52,720,679 |TI/RDATF/Other Rev 755,178 - - - 755,178 52 & 53

63 Low Moderate Income Fund Loan 2 City of San Jose 14,395,834 |TI/RDATF/Other Rev 24,000 - - - 24,000 52 & 53

64 SERAF Loan Monitoring Fee City of San Jose 750,000 [TI/RDATF/Other Rev - - - - - 52 & 53

65 Agency Bond Activities Jones Hall 27,280 |TI/RDATF/Other Rev 27,280 - - - 27,280 54

66 Agency's Operations Urban Analytics, LLC 30,000 |[TI/RDATF/Other Rev 30,000 - - - 30,000 55
Subtotal Schedule 1 3,767,376,288 186,417,215 - 100,000 - 186,317,215
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Schedule 2 Contracts
1 Arena Pass-through City of San Jose 3,195,000 |TI/RDATF/Other Rev 356,784 - - - 356,784 56
May 2001 Amended & Restated Agreement between
2 The County of Santa Clara and the Agency County of Santa Clara 15,609,281 [TI/RDATF/Other Rev - - - - = 57
3 Autumn Street Relocation City of San Jose 320,000 [TI/RDATF/Other Rev 320,000 - 320,000 - -
Property-Based Business Improvement District
4 Payments Property and Business Improvement District 148,284 [TI/RDATF/Other Rev 74,142 - - - 74,142 58
5 Markham Terrace Charities Housing 13,000,000 [Low/Mod Fund 4,335,903 - - - 4,335,903 59
6 Casa Feliz Various tenants 9,670 |Low/Mod Fund 6,000 - - - 6,000 60
County of Santa Clara vs San José Redevelopment
7 Agency County of Santa Clara 26,200,000 |TI/RDATF/Other Rev - - - - = 61
San José Redevelopment Agency vs Solis, Torrez dba Kenneth F. Solis or Bonnie C. Torrez dba
8 Patty's Inn Patty's Inn 150,000 |TI/RDATF/Other Rev 150,000 - - - 150,000 62
9 JP Morgan Reimbursement Agreements (2) JP Morgan Chase Bank (2) - TI/RDATF/Other Rev - - - - = 63
10 Civic Auditorium Garden City Construction, Inc. 253,989 |TI/RDATF/Other Rev 225,532 - - - 225,532 66
AECOM Technical Services, Inc./State Water
11 Adobe-Water Monitoring Resources Control Board 180,933 [TI/RDATF/Other Rev 30,000 - - - 30,000 64
12 IDT Lease Integrated Device Technology, Inc. 1,639,000 [Bond Proceeds - - - - = 65
13 IDT Lease Integrated Device Technology, Inc. 300,927 |Bond Proceeds - - - - = 65
14 ACE Charter School ACE Charter School 185,373 |Bond Proceeds 185,373 - - - 185,373 67
15 Corporate Expansion Program Mission West Properties, LP 263,476 |TI/RDATF/Other Rev 197,608 - - - 197,608 68
16 Corporate Expansion Program SVTC Solar, Inc. 250,000 [TI/RDATF/Other Rev 250,000 - - - 250,000 69
17 Corporate Expansion Program SunPower, Inc. 500,000 [TI/RDATF/Other Rev 500,000 - - - 500,000 70
18 Corporate Expansion Program Intermolecular, Inc. 80,000 |[TI/RDATF/Other Rev 80,000 - - - 80,000 71
19 Corporate Expansion Program Shocking Technologies, Inc. 187,500 |TI/RDATF/Other Rev 187,500 - - - 187,500 72
20 Corporate Expansion Program Brocade Communications Systems, Inc. 1,500,000 |TI/RDATF/Other Rev - - - - = 73
Edenvale Coop Agreement/Hitachi Development
21 Agreement City of San Jose 13,710,000 |[TI/RDATF/Other Rev - - - - - 74
22 North San Pedro Housing Swenson 113,000 |Other Rev-Grant - - - - = 75
First Community Housing per DDA with
23 North San Pedro Housing Swenson and NSPT 2,500,000 |Other Rev-Grant 780,000 - - - 780,000 75
24 Block 3: Central Place Parking The 88 Master/Residential Association 264,995 [TI/RDATF/Other Rev 128,295 - - - 128,295 76
25 NBD: Facade Improvements Edwin Bruce Associates 13,673 |Bond Proceeds 11,388 - - - 11,388 77
26 NBD: Facade Improvements T&C Corporation 65,000 |Bond Proceeds/Other Rg 65,000 - - - 65,000 78
Michael P. & Suzette M. Sordello, Joseph B. &
27 NBD: Facade Improvements Davide B. Vieira & John Peichoto 60,000 |Bond Proceeds/Other R{ 60,000 - - - 60,000 79
Michael P. & Suzette M. Sordello, Joseph B. &
28 NBD: Facade Improvements Davide B. Vieira & John Peichoto 38,000 |Bond Proceeds/Other R{ 38,000 - - - 38,000 80
Lena and Alphonese Derose and Anthony
29 NBD: Facade Improvements Cedolini 98,000 |Bond Proceeds/Other Rg 98,000 - - - 98,000 81
30 NBD: Fagade Improvements Angela Green 25,000 |Bond Proceeds 25,000 - - - 25,000 82
31 Japantown - Parking Lot Lease Dobashi Kumata Partners 22,285 |TI/RDATF/Other Rev 22,285 - - - 22,285 83
32 The Alameda - Parking Lease Gallo Family Real Estate Partnership 76,000 |TI/RDATF/Other Rev - - - - = 84
33 The Alameda - Parking Lease Gillick Family Partnership 30,469 |TI/RDATF/Other Rev 4,526 - - - 4,526 85
34 [The Alameda - Parking Lease Westminster Presbyterian Church 34,121 |[TI/RDATF/Other Rev 4,058 - - - 4,058 86
35 Arena Employee Parking West Coast Parking, Inc. 61,600 |TI/RDATF/Other Rev 16,800 - - - 16,800 87
36 Arena Employee Parking Classic Parking, Inc. 66,000 |TI/RDATF/Other Rev 18,000 - - - 18,000 88
37 The Alameda - Parking Lease Pro-Sweep, Inc. 5,015 |TI/RDATF/Other Rev 3,000 - - - 3,000 89

Source: City of San Jose Redevelopment Agency
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JCDecaux San Francisco, LLC & Utmty ~
38 Automatic Public Toilets Companies 5,618,940 |TI/RDATF/Other Rev 442,653 - - - 442,653 |90, 91, & 92
39 Asset Management Hill Enterprises 14,756 |TI/RDATF/Other Rev 14,756 - - - 14,756 93
40 |Asset Management Maniglia Landscape Services, Inc. 8,146 [TI/RDATF/Other Rev 7,500 - 7,500 - = 94
41 Asset Management Flagship Facility Services, Inc. 20,383 |TI/RDATF/Other Rev 12,000 - - - 12,000 95
42 Asset Management Security Code 3, Inc. 18,382 |TI/RDATF/Other Rev 7,200 - - - 7,200 96
43 Asset Management CA Window Cleaning 2,525 |TI/RDATF/Other Rev 180 - - - 180 97
44 Real Estate & Relocation Services Cornerstone Earth Group, Inc. 52,433 |TI/RDATF/Other Rev 15,000 - 15,000 - = 98
45 Real Estate & Relocation Services Keyser Marston Associates, Inc. 26,571 |TI/RDATF/Other Rev 10,000 - - - 10,000 99
46 Miraido Cornerstone Earth Group, Inc. 85,004 [TI/RDATF/Other Rev 10,170 - - - 10,170 100
47 Competitive Art Capital Fund The Tabard Theatre Company 11,500 |TI/RDATF/Other Rev 11,500 - - - 11,500 101
48 Autumn Street Infrastructure HMH Engineers, Inc. 18,460 |[TI/RDATF/Other Rev 5,000 - 5,000 - - 102
49 Autumn Street Infrastructure David J. Powers & Associates, Inc. 112,354 [TI/RDATF/Other Rev 35,768 - - - 35,768 103
50 Center for Employment Training Facility Renovation Artik Art & Architecture 13,600 |Bond Proceeds 13,600 - - - 13,600 104
51 Center for Employment Training Center for Employment Training (CET) 950,000 |Bond Proceeds 237,500 - 237,500 - = 105
52 San Pedro Square Urban Market Urban Markets, LLC 600,000 [TI/RDATF/Other Rev 600,000 - - - 600,000 106
53 San Jose Innovation Center RSTP Investments, LLC 1,364,444 |TI/RDATF/Other Rev 239,369 - - - 239,369 107
54 North San Pedro Housing - Prop 1C Community Towers, LLC 515,706 |Other Rev-Grant 515,706 - - - 515,706 108
55 North San Pedro Housing - Prop 1C Legacy Bassett Partners 2,094,191 |Other Rev-Grant 2,094,191 - - - 2,094,191 109
56 North San Pedro Housing - Prop 1C Green Valley Corporation 151,096 |Other Rev-Grant 151,096 - - - 151,096 110
57 North San Pedro Housing - Prop 1C St. James Enterprises, LP 617,514 |Other Rev-Grant 617,514 - - - 617,514 111
58 4th Street Garage Tenant Improvements Flames Eatery & Bar 26,000 |TI/RDATF/Other Rev 26,000 - - - 26,000 112

San Jose Silicon Valley Chamber of
59 NBD: Marketing Commerce 34,717 |TI/RDATF/Other Rev 34,717 - - - 34,717 113
60 San Jose Downtown Association San Jose Downtown Association 150,560 |TI/RDATF/Other Rev 150,560 - - - 150,560 114

Hispanic Chamber of Commerce of Silicon
61 Small Business Assistance Valley 20,000 [TI/RDATF/Other Rev 20,000 - - - 20,000 115
62 NBD Program Operations East Santa Clara Street Business Association 5,000 |TI/RDATF/Other Rev 4,975 - - - 4,975 116
63 NBD Program Operations Japantown Business Association 1,538 |TI/RDATF/Other Rev 1,538 - - - 1,538 117
64 NBD Program Operations North 13th Street Business Association 5,000 |TI/RDATF/Other Rev 5,000 - - - 5,000 118
65 NBD Program Operations Story Road Business Association 5,000 |TI/RDATF/Other Rev 5,000 - - - 5,000 119
66 NBD Program Operations The Alameda Business Association 5,000 [TI/RDATF/Other Rev 5,000 - - - 5,000 120
67 NBD Program Operations West San Carlos Street Business Association 5,000 [TI/RDATF/Other Rev 5,000 - - - 5,000 121
68 NBD Program Operations Winchester Business Association 4,422 |TI/RDATF/Other Rev 4,422 - - - 4,422 122
69 Purchase & Sale Agreement Brandenburg/Green Valley 9,975 |Other Rev-Grant 9,975 - - - 9,975 123
70 Purchase & Sale Agreement CET Development Corporation 22,275 |TI/RDATF/Other Rev - - - - = 124
71 Escrow Agreement State of California 1,819,409 [TI/RDATF/Other Rev - - - - = 125
72 Disposition and Development Agreement CIM Caliifornia Urban Real Estate Fund LP 706,177 |TI/RDATF/Other Rev - - - - = 126
73 SNI: 13th Street - Watson Park Joseph J. Albanese, Inc. 225,882 |TI/RDATF/Other Rev 225,882 - 225,882 - - 127
74 SNI: Spartan Keyes Public Art Marta Thoma 64,000 |TI/RDATF/Other Rev 64,000 - 64,000 - - 128

SNI: Blackford - Underwood Multi-Family Exterior

75 Program RBF Consulting 1,246 |TI/RDATF/Other Rev 1,246 - 1,246 - - 129
76 HUD Section 108 Note (Masson/Dr. Eu/Security) Bank of New York 2,077,841 |TI/RDATF/Other Rev 361,365 - - - 361,365 | 131-134
77 HUD Section 108 Note (CIM Block 3/ Central Place) Bank of New York 12,535,478 |TI/RDATF/Other Rev 636,875 - - - 636,875 | 138 - 140
78 HUD Section 108 Note (Story/King Retail) Bank of New York 16,836,622 [TI/RDATF/Other Rev 834,507 - - - 834,507 | 135-137

Source: City of San Jose Redevelopment Agency
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79 HUD 108 Loans City of San Jose 499,183 |Escrow funds 108,000 - - - 108,000 131 - 140
80 Belovida at Newbury Park - Loan 1 Belovida at Newbury Park, L.P. 7,084,853 |Low/Mod Fund 3,276,406 - - - 3,276,406 130
81 Roundtable Unity Care 208,540 [Low/Mod Fund 208,540 - - - 208,540 141
82 Brookwood Terrace Family Apartments (5) Brookwood Terrace Family Apartments, L.P. 1,034,395 |Low/Mod Fund 1,034,395 - - - 1,034,395 142
83 North 4th - Loan 2 (5) First Community Housing 3,376,123 [Low/Mod Fund 3,376,123 - - - 3,376,123 143
84 Orvieto (5) ROEM 1,603,455 [Low/Mod Fund 794,309 - - - 794,309 144
85 Ford and Monterey (5) Eden Housing, Inc. 1,430,000 |Low/Mod Fund 395,545 - 395,545 - = 145
Subtotal Schedule 2 143,250,287 24,803,277 - 1,271,673 - 23,531,604
Less: Obligations paid with other revenues 6,001,482
Subtotal Schedule 2, net 137,248,805
| |Grand Total ROPS | 3,910,626,575 211,220,492 -] 1,371,673 | - 209,848,819 |
Schedule 3 - Pass-Through Obligations
1 |AB1290 County of Santa Clara 1,505,622 |TI/RDATF/Other Rev 1,505,622 1,505,622 - - - 146
2 AB1290 County of Santa Clara 2,300,074 [TI/RDATF/Other Rev - - - - -
3 County Tax Collection Admin Fees County of Santa Clara 43,810,200 |TI/RDATF/Other Rev 2,318,000 2,318,000 - - -
Subtotal Schedule 3 47,615,896 3,823,622 3,823,622 - - -

Source: City of San Jose Redevelopment Agency
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Schedule 4 - Administrative Costs

1 Personnel Personnel Staff 750,000 [TI/RDATF/Other Rev 750,000 - - - 750,000 171
2 Personnel - Severance Benefits Current Staff 490,800 |TI/RDATF/Other Rev 490,800 - - - 490,800 147
3 Personnel - Unemployment Benefits Former Staff 344,040 |[TI/RDATF/Other Rev 340,000 - - - 340,000 172
4 City Support Services City of San José 350,000 |TI/RDATF/Other Rev 349,998 - - - 349,998 173
5 City Hall Lease City of San José 50,000 |TI/RDATF/Other Rev 50,000 - - - 50,000 36
6 Agency Activities Kane Ballmer & Berkman 20,059 |[TI/RDATF/Other Rev 20,059 - - - 20,059 148
7 Agency Activities Best Best & Krieger LLP 33,945 |[TI/RDATF/Other Rev 33,945 - - - 33,945 149
8 Agency Activities Chang, Ruthenberg & Long PC 27,855 |TI/RDATF/Other Rev 27,855 - - - 27,855 150
9 Annual Financial Audit Macias, Gini & O'Connell, LLP 269,362 |TI/RDATF/Other Rev 48,000 - - - 48,000 151
10 |Agency's Operations Concern: EAP Employee Assistance 6,500 |TI/RDATF/Other Rev - - - - - 152
11 Agency's Employee Benefit Plan EFLEXGROUP, Inc. 35,564 [TI/RDATF/Other Rev 914 - - - 914 153
12  |Agency's Financial System Systems Management, Inc. 48,460 [TI/RDATF/Other Rev 10,000 - - - 10,000 154
13 Employee Transition Services Lee Hecht Harrison LLC 26,750 |TI/RDATF/Other Rev 9,000 - - - 9,000 155
14 Agency's Retirement and Deferred Compensation Plans |Standard Retirement Services, Inc. 6,280 [TI/RDATF/Other Rev 4,578 - - - 4,578 156
15 Agency's Retirement and Deferred Compensation Plans |Stancorp Investment Advisers, Inc. 51,833 [TI/RDATF/Other Rev 29,494 - - - 29,494 157
16 |Agency's Operations AT&T Mobility 4,000 |TI/RDATF/Other Rev 1,338 - - - 1,338 [ 159 - 160
17 Agency's Operations ADP, Inc. 5,000 |TI/RDATF/Other Rev 1,500 - - - 1,500 158
18 Agency's Operations Value Business Products 37,316 |TI/RDATF/Other Rev 3,000 - - - 3,000 162
19 Agency's Operations CDW-Government, Inc. 8,308 |TI/RDATF/Other Rev 3,575 - - - 3,575 161
20 |Agency's Operations Progent Corporation 50,000 |TI/RDATF/Other Rev 12,500 - - - 12,500 163
21 Agency's Operations Canon Business Solutions/CBS Newcal, Inc. 17,814 |TI/RDATF/Other Rev 13,705 - - - 13,705 164 - 165
22 |Agency's Operations Pitney Bowes Global Financial 3,069 |TI/RDATF/Other Rev 2,292 - - - 2,292 166
23 Agency's Operations Oracle America, Inc. 35,599 |TI/RDATF/Other Rev 26,700 - - - 26,700 170
24 |Agency's Operations Rosenow Spevacek Group, Inc. 138,560 [TI/RDATF/Other Rev 5,000 - - - 5,000 167
25 Agency's Operations Ross Financial 150,000 |Low/Mod Fund 110,000 - - - 110,000 168
26 Agency's Operations Misc Vendors 20,339 [TI/RDATF/Other Rev 15,000 - - 15,000 - 169
27 |Agency's Lease Obligations/Asset Management (6) Misc Vendors 100,000 [TI/RDATF/Other Rev 33,000 - - 33,000 - 169

Subtotal Schedule 4 3,081,453 2,392,253 - - 48,000 2,344,253

Less Administrative Costs in Excess of 5 Percent Limit -

Maximum Allowable Administrative Costs 3,081,453




Reconciliation to Re-Certified ROPS Approved on May 3, 2012

RECONCILIATION OF DRAFT AND CERTIFIED RECOGNIZED OBLIGATION PAYMENT SCHEDULES

City of San Jose Redevelopment Agency

County of Santa Clara Auditor-Controller

(Per AB 26 - Section 34177)

Section 10

City of San Jose Draft Recognized Obligation Payment Schedule Auditor Controller Exclusions Auditor-Controller Certificatit
Total Total Reported FY 2011-12
Item Project Name Outstanding Source of Obligation Non- Obligations Six-Month
No. or Debt Obligation Payee Debt or Obligation of Payable Reclassifications Enforceable w/o Financial Recognized Obligations
Payment 1/1/12 - 6/30/12 Obligations Documentation Jan 1 - Jun 30
Schedule 1 Debt Obligations
1 Series 1993 (Merged Area Refunding) Union Bank 22,561,800 [TI/RDA Trust Fund 1,091,700 - - 1,091,700
Series 1993 Reserve Fund Union Bank =
2 Series 1997 (Merged Area) Union Bank 8,986,749 |TI/RDA Trust Fund 643,170 - - 643,170
Series 1997 Reserve Fund Union Bank -
3 Series 1999 (Merged Area) Union Bank 17,489,263 |TI/RDA Trust Fund 613,700 - - 613,700
Series 1999 Reserve Fund Union Bank =
4 Series 2002 (Merged Area) Union Bank 15,450,325 |TI/RDA Trust Fund 592,426 - - 592,426
Series 2002 Reserve Fund Union Bank -
5 Series 2003 (Merged Area) Union Bank 238,179,850 |TI/RDA Trust Fund 6,228,014 - - 6,228,014
Series 2003 Reserve Fund Union Bank 12,545,477
6 Series 2004A (Merged Area) Union Bank 233,911,609 |TI/RDA Trust Fund 33,929,540 - - 33,929,540
Series 2004A Reserve Fund Union Bank -
7 Series 2005A (Merged Area) Union Bank 188,857,553 |TI/RDA Trust Fund 6,522,798 - - 6,522,798
Series 2005A Reserve Fund Union Bank -
8 Series 2005B (Merged Area) Union Bank 74,264,250 [TI/RDA Trust Fund 23,898,000 - - 23,898,000
Series 2005B Reserve Fund Union Bank -
9 Series 2006A (Taxable) (Merged Area) Union Bank 21,051,800 [TI/RDA Trust Fund 751,000 - - 751,000
Series 2006A Reserve Fund Union Bank -
10 Series 2006B (Merged Area) Union Bank 133,159,000 [TI/RDA Trust Fund 3,081,500 - - 3,081,500
Series 2006B Reserve Fund Union Bank -
11 Series 2006C (Merged Area) Union Bank 730,962,153 |TI/RDA Trust Fund 19,137,142 - - 19,137,142
Series 2006C Reserve Fund Union Bank -
12 Series 2006D (Merged Area) Union Bank 412,044,500 [TI/RDA Trust Fund 14,327,950 - - 14,327,950
Series 2006D Reserve Fund Union Bank -
13 Series 2007A (Taxable) (Merged Area) Union Bank 16,709,715 |TI/RDA Trust Fund 2,768,336 - - 2,768,336
Series 2007A Reserve Fund Union Bank -
14 Series 2007B (Merged Area) Union Bank 359,548,425 |TI/RDA Trust Fund 8,972,526 - - 8,972,526
Series 2007B Reserve Fund Union Bank =
15 Series 2008A (Merged Area) Union Bank 35,089,625 [TI/RDA Trust Fund 5,112,706 - - 5,112,706
Series 2008A Reserve Fund Union Bank 2,525,068
16 Series 2008B (Merged Area) Union Bank 163,531,550 |TI/RDA Trust Fund 5,335,518 - - 5,335,518
Series 2008B Reserve Fund Union Bank 8,109,635
17 Series 1993 (Merged Area Refunding) Union Bank 127,884 [TI/RDA Trust Fund 10,190 - - 10,190
Fiscal Agent Fees Union Bank
18 Series 1997 (Merged Area) Union Bank 52,000 [TI/RDA Trust Fund 3,250 - - 3,250
Fiscal Agent Fees Union Bank
19 Series 1999 (Merged Area) Union Bank 58,536 |TI/RDA Trust Fund 3,070 - - 3,070
Fiscal Agent Fees Union Bank
20 Series 2002 (Merged Area) Union Bank 79,485 |TI/RDA Trust Fund 3,785 - - 3,785
Fiscal Agent Fees Union Bank
21 Series 2003 (Merged Area) Union Bank 77,660 |TI/RDA Trust Fund 3,250 - - 3,250

Source: City of San Jose Redevelopment Agency
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RECONCILIATION OF DRAFT AND CERTIFIED RECOGNIZED OBLIGATION PAYMENT SCHEDULES

City of San Jose Redevelopment Agency

County of Santa Clara Auditor-Controller

(Per AB 26 - Section 34177)

Section 10

City of San Jose Draft Recognized Obligation Payment Schedule Auditor Controller Exclusions Auditor-Controller Certificatit
Total Total Reported FY 2011-12
Item Project Name Outstanding Source of Obligation Non- Obligations Six-Month
No. or Debt Obligation Payee Debt or Obligation of Payable Reclassifications Enforceable w/o Financial Recognized Obligations
Payment 1/1/12 - 6/30/12 Obligations Documentation Jan 1 - Jun 30

Fiscal Agent Fees Union Bank

22 Series 2004A (Merged Area) Union Bank 85,100 |TI/RDA Trust Fund 3,700 - - - 3,700
Fiscal Agent Fees Union Bank

23 Series 2008A (Merged Area) Union Bank 75,060 |TI/RDA Trust Fund 2,190 - - - 2,190
Fiscal Agent Fees Union Bank

24 Series 1996A (Merged Area) (2) US Bank 37,730,590 |TI/RDA Trust Fund 1,028,773 - - - 1,028,773
Series 1996A Reserve Fund US Bank -

25 Series 1996B (Merged Area) (2) US Bank 37,660,432 |TI/RDA Trust Fund 1,060,160 - - - 1,060,160
Series 1996B Reserve Fund US Bank -

26 Series 2003A (Taxable) (Merged Area) (2) US Bank 48,003,905 [TI/RDA Trust Fund 693,620 - - - 693,620
Series 2003A Reserve Fund US Bank -

27 Series 2003B (Merged Area) (2) US Bank 29,862,992 |TI/RDA Trust Fund 665,300 - - - 665,300
Series 2003B Reserve Fund US Bank -

28 Fiscal Agent Fees - Subordinate Obligations US Bank 166,076 |TI/RDA Trust Fund - - - - -
Fiscal Agent Fees US Bank

29 LOC Fees JP Morgan 1,080,000 [TI/RDA Trust Fund 1,080,000 - - - 1,080,000
Fees

30 Series 1996A & B (Merged Area) Citigroup Global Markets, Inc./Merrill Lynch 376,343 |TI/RDA Trust Fund 12,000 - - - 12,000
Remarketing Fees

31 Series 2003A (Taxable) (Merged Area) JPMS LLC Cash Management 478,583 |TI/RDA Trust Fund 10,850 - - - 10,850
Remarketing Fees

32 Series 2003B (Merged Area) Bank of America/Merrill Lynch 213,142 |TI/RDA Trust Fund 4,915 - - - 4,915
Remarketing Fees
Series 1996A & B; Series 2003A&B; Series 2008F

33 (Merged Area) Standard & Poors 145,500 [TI/RDA Trust Fund 4,500 - - - 4,500
Remarketing Fees

34  |4th and San Fernando - Series 2001A Wells Fargo 48,790,915 |TI/RDA Trust Fund 3,362,813 - - - 3,362,813
4TH and San Fernando Reserve Fund -

35 4th and San Fernando - Series 2001A Wells Fargo - Fiscal Agent Fees 46,200 [TI/RDA Trust Fund 2,200 - - - 2,200
Fiscal Agent Fees

36 Convention Center - Series 2001F US Bank 170,732,450 [TI/RDA Trust Fund 15,536,950 - - - 15,536,950
Convention Center Reserve Fund US Bank 15,563,500

37 Convention Center - Series 2001F US Bank 45,885 |TI/RDA Trust Fund - - - - -
Fiscal Agent Fees

38 Series 1997E (AMT) (Merged Area) Wells Fargo Bank 29,238,288 [20% TI/RDA Trust Fund 497,356 - - - 497,356
Series 1997E Reserve Fund Wells Fargo Bank =

39 Series 2003J (Taxable) (Merged Area) Wells Fargo Bank 47,276,801 |20% TI/RDA Trust Fund 851,803 - - - 851,803
Series 2003J Reserve Fund Wells Fargo Bank =

40 Series 2003K (Merged Area) Wells Fargo Bank 8,603,861 |20% TI/RDA Trust Fund 123,558 - - - 123,558
Series 2003K Reserve Fund Wells Fargo Bank -

41 Series 2005A (Merged Area) Wells Fargo Bank 15,693,750 [20% TI/RDA Trust Fund 240,793 - - - 240,793
Series 2005A Reserve Fund Wells Fargo Bank -

42 Series 2005B (Taxable) (Merged Area) Wells Fargo Bank 191,039,365 [20% TI/RDA Trust Fund 2,894,835 - - - 2,894,835

Source: City of San Jose Redevelopment Agency
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RECONCILIATION OF DRAFT AND CERTIFIED RECOGNIZED OBLIGATION PAYMENT SCHEDULES

City of San Jose Redevelopment Agency

County of Santa Clara Auditor-Controller

(Per AB 26 - Section 34177)

Section 10

City of San Jose Draft Recognized Obligation Payment Schedule Auditor Controller Exclusions Auditor-Controller Certificatit
Total Total Reported FY 2011-12
Item Project Name Outstanding Source of Obligation Non- Obligations Six-Month
No. or Debt Obligation Payee Debt or Obligation of Payable Reclassifications Enforceable w/o Financial Recognized Obligations
Payment 1/1/12 - 6/30/12 Obligations Documentation Jan 1 - Jun 30
Series 2005B Reserve Fund Wells Fargo Bank = -
43 Series 2010A-1 (Merged Area) Wells Fargo Bank 101,742,412 |20% TI/RDA Trust Fund 1,427,391 - - - 1,427,391
Series 2010A&B Reserve Fund 9,977,140
44 Series 2010A-2 (Merged Area) Wells Fargo Bank 3,215,500 [20% TI/RDA Trust Fund 55,575 - - - 55,575
Please see Series 2010A above Wells Fargo Bank -
45 Series 2010B (Taxable) (Merged Area) Wells Fargo Bank 6,057,986 [20% TI/RDA Trust Fund 103,934 - - - 103,934
Please see Series 2010A above Wells Fargo Bank -
46 Series 2010C (Taxable) (Merged Area) Wells Fargo Bank 230,319,989 |20% TI/RDA Trust Fund 2,205,947 - - - 2,205,947
Series 2010C Reserve Fund -
47  |Bond Logistics Third party consultant 150,000 |TI/RDATF/Other Rev 150,000 100,000 - 50,000
48 CSCDA - 2005 ERAF Loan CSCDA 8,666,753 |TI/RDATF/Other Rev 2,477,175 - - - 2,477,175
49 CSCDA - 2006 ERAF Loan CSCDA 9,066,536 |TI/RDATF/Other Rev 2,014,600 - - - 2,014,600
50 Low Moderate Income Fund Loan 1 City of San Jose 82,000,000 |TI/RDATF/Other Rev 755,178 - - - 755,178
51 Low Moderate Income Fund Loan 2 City of San Jose 16,000,000 |TI/RDATF/Other Rev 24,000 - - - 24,000
52 Agency Bond Activities Jones Hall 27,280 |TI/RDATF/Other Rev 27,280 - - - 27,280
53 |Agency's Operations Urban Analytics, LLC 30,000 |TI/RDATF/Other Rev 30,000 - - - 30,000
Subtotal Schedule 1 3,796,815,426 170,376,967 - 100,000 - 170,276,967

Source: City of San Jose Redevelopment Agency
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Reconciliation to Re-Certified ROPS Approved on May 3, 2012

RECONCILIATION OF DRAFT AND CERTIFIED RECOGNIZED OBLIGATION PAYMENT SCHEDULES

City of San Jose Redevelopment Agency

County of Santa Clara Auditor-Controller

(Per AB 26 - Section 34177)

Section 10

City of San Jose Draft Recognized Obligation Payment Schedule Auditor Controller Exclusions Auditor-Controller Certificatit
Total Total Reported FY 2011-12
Item Project Name Outstanding Source of Obligation Non- Obligations Six-Month
No. or Debt Obligation Payee Debt or Obligation of Payable Reclassifications Enforceable w/o Financial Recognized Obligations
Payment 1/1/12 - 6/30/12 Obligations Documentation Jan 1 - Jun 30
Schedule 2 Contracts
1 Arena Pass-through City of San Jose 3,195,000 [TI/RDATF/Other Rev 356,784 - - - 356,784
2 Autumn Street Relocation City of San Jose 320,000 |TI/RDATF/Other Rev 320,000 - 320,000 - -
3 Property-Based Business Improvement District Payments |Property and Business Improvement District 148,284 [TI/RDATF/Other Rev 74,142 - - - 74,142
4 Markham Terrace Charities Housing 13,000,000 |Low/Mod Fund 4,335,903 - - - 4,335,903
5 Casa Feliz Various tenants 9,670 |[Low/Mod Fund 6,000 - - - 6,000
San José Redevelopment Agency vs Solis, Torrez dba Kenneth F. Solis or Bonnie C. Torrez dba
6 Patty's Inn Patty's Inn 150,000 |TI/RDATF/Other Rev 150,000 - - - 150,000
7 JP Morgan Reimbursement Agreements (2) JP Morgan Chase Bank (2) - TI/RDATF/Other Rev - - - - -
8 Civic Auditorium Garden City Construction, Inc. 253,989 |TI/RDATF/Other Rev 225,532 - - - 225,532
AECOM Technical Services, Inc./State Water
9 Adobe-Water Monitoring Resources Control Board 180,933 |TI/RDATF/Other Rev 30,000 - - - 30,000
10 ACE Charter School ACE Charter School 185,373 |Bond Proceeds 185,373 - - - 185,373
11 Corporate Expansion Program Mission West Properties, LP 263,476 |TI/RDATF/Other Rev 197,608 - - - 197,608
12 Corporate Expansion Program SVTC Solar, Inc. 250,000 |[TI/RDATF/Other Rev 250,000 - - - 250,000
13 Corporate Expansion Program SunPower, Inc. 500,000 |TI/RDATF/Other Rev 500,000 - - - 500,000
14 Corporate Expansion Program Intermolecular, Inc. 80,000 [TI/RDATF/Other Rev 80,000 - - - 80,000
15 Corporate Expansion Program Shocking Technologies, Inc. 187,500 |TI/RDATF/Other Rev 187,500 - - - 187,500
First Community Housing per DDA with
16 North San Pedro Housing Swenson and NSPT 2,500,000 |Other Rev-Grant 780,000 - - - 780,000
17 Block 3: Central Place Parking The 88 Master/Residential Association 264,995 |TI/RDATF/Other Rev 128,295 - - - 128,295
18 NBD: Fagade Improvements Edwin Bruce Associates 13,673 |Bond Proceeds 11,388 - - - 11,388
19 NBD: Fagade Improvements T&C Corporation 65,000 |Bond Proceeds/Other Rel 65,000 - - - 65,000
Michael P. & Suzette M. Sordello, Joseph B. &
20 NBD: Facade Improvements Davide B. Vieira & John Peichoto 60,000 |Bond Proceeds/Other Re| 60,000 - - - 60,000
Michael P. & Suzette M. Sordello, Joseph B. &
21 NBD: Fagade Improvements Davide B. Vieira & John Peichoto 38,000 [Bond Proceeds/Other Re 38,000 - - - 38,000
Lena and Alphonese Derose and Anthony
22 NBD: Facade Improvements Cedolini 98,000 [Bond Proceeds/Other Re 98,000 - - - 98,000
23 NBD: Fagade Improvements Angela Green 25,000 [Bond Proceeds 25,000 - - - 25,000
24 Japantown - Parking Lot Lease Dobashi Kumata Partners 22,285 [TI/RDATF/Other Rev 22,285 - - - 22,285
25 The Alameda - Parking Lease Gillick Family Partnership 30,469 [TI/RDATF/Other Rev 4,526 - - - 4,526
26 The Alameda - Parking Lease Westminster Presbyterian Church 34,121 [TI/RDATF/Other Rev 4,058 - - - 4,058
27 Arena Employee Parking West Coast Parking, Inc. 61,600 [TI/RDATF/Other Rev 16,800 - - - 16,800
28 Arena Employee Parking Classic Parking, Inc. 66,000 [TI/RDATF/Other Rev 18,000 - - - 18,000
29 The Alameda - Parking Lease Pro-Sweep, Inc. 5,015 [TI/RDATF/Other Rev 3,000 - - - 3,000
JCDecaux San Francisco, LLC & Utility
30 Automatic Public Toilets Companies 5,618,940 |TI/RDATF/Other Rev 442,653 - - - 442,653
31 Asset Management Hill Enterprises 14,756 |TI/RDATF/Other Rev 14,756 - - - 14,756
32 |Asset Management Flagship Facility Services, Inc. 20,383 |TI/RDATF/Other Rev 12,000 - - - 12,000
33 Asset Management Security Code 3, Inc. 18,382 |TI/RDATF/Other Rev 7,200 - - - 7,200
34 |Asset Management CA Window Cleaning 2,525 |TI/RDATF/Other Rev 180 - - - 180
35 Real Estate & Relocation Services Cornerstone Earth Group, Inc. 52,433 [TI/RDATF/Other Rev 15,000 - 15,000 - -
36 Real Estate & Relocation Services Keyser Marston Associates, Inc. 26,571 |[TI/RDATF/Other Rev 10,000 - - - 10,000

Source: City of San Jose Redevelopment Agency
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RECONCILIATION OF DRAFT AND CERTIFIED RECOGNIZED OBLIGATION PAYMENT SCHEDULES

City of San Jose Redevelopment Agency

County of Santa Clara Auditor-Controller

(Per AB 26 - Section 34177)

Section 10

City of San Jose Draft Recognized Obligation Payment Schedule Auditor Controller Exclusions Auditor-Controller Certificatit
Total Total Reported FY 2011-12
Item Project Name Outstanding Source of Obligation Non- Obligations Six-Month
No. or Debt Obligation Payee Debt or Obligation of Payable Reclassifications Enforceable w/o Financial Recognized Obligations
Payment 1/1/12 - 6/30/12 Obligations Documentation Jan 1 - Jun 30
37 Miraido Cornerstone Earth Group, Inc. 85,004 [TI/RDATF/Other Rev 10,170 - "~ - - 10,170
38 Competitive Art Capital Fund The Tabard Theatre Company 11,500 |TI/RDATF/Other Rev 11,500 - - - 11,500
39 Autumn Street Infrastructure David J. Powers & Associates, Inc. 112,354 |TI/RDATF/Other Rev 35,768 - - - 35,768
40 Center for Employment Training Facility Renovation Artik Art & Architecture 13,600 |Bond Proceeds 13,600 - - - 13,600
41 Center for Employment Training Center for Employment Training (CET) 950,000 |Bond Proceeds 237,500 - 237,500 - =
42 San Pedro Square Urban Market Urban Markets, LLC 600,000 |TI/RDATF/Other Rev 600,000 - - - 600,000
43 San Jose Innovation Center RSTP Investments, LLC 1,364,444 |TI/RDATF/Other Rev 239,369 - - - 239,369
44 North San Pedro Housing - Prop 1C Community Towers, LLC 515,706 |Other Rev-Grant 515,706 - - - 515,706
45 North San Pedro Housing - Prop 1C Legacy Bassett Partners 2,094,191 |Other Rev-Grant 2,094,191 - - - 2,094,191
46 North San Pedro Housing - Prop 1C Green Valley Corporation 151,096 |Other Rev-Grant 151,096 - - - 151,096
47 North San Pedro Housing - Prop 1C St. James Enterprises, LP 617,514 |Other Rev-Grant 617,514 - - - 617,514
48  |4th Street Garage Tenant Improvements Flames Eatery & Bar 26,000 |TI/RDATF/Other Rev 26,000 - - - 26,000
49 NBD: Marketing San Jose Silicon Valley Chamber of Commerce 34,717 [TI/RDATF/Other Rev 34,717 - - - 34,717
50 San Jose Downtown Association San Jose Downtown Association 150,560 |TI/RDATF/Other Rev 150,560 - - - 150,560
Hispanic Chamber of Commerce of Silicon

51 Small Business Assistance Valley 20,000 |TI/RDATF/Other Rev 20,000 - - - 20,000
52 NBD Program Operations East Santa Clara Street Business Association 5,000 |TI/RDATF/Other Rev 4,975 - - - 4,975
53 NBD Program Operations Japantown Business Association 1,538 [TI/RDATF/Other Rev 1,538 - - - 1,538
54 NBD Program Operations North 13th Street Business Association 5,000 |TI/RDATF/Other Rev 5,000 - - - 5,000
55 NBD Program Operations Story Road Business Association 5,000 |[TI/RDATF/Other Rev 5,000 - - - 5,000
56 NBD Program Operations The Alameda Business Association 5,000 |TI/RDATF/Other Rev 5,000 - - - 5,000
57 NBD Program Operations West San Carlos Street Business Association 5,000 [TI/RDATF/Other Rev 5,000 - - - 5,000
58 NBD Program Operations Winchester Business Association 4,422 |TI/RDATF/Other Rev 4,422 - - - 4,422
59 Purchase & Sale Agreement Brandenburg/Green Valley 9,975 [Other Rev-Grant 9,975 - - - 9,975
60 HUD Section 108 Note (Masson/Dr. Eu/Security) Bank of New York 2,077,841 |TI/RDATF/Other Rev 361,365 - - - 361,365
61 [HUD Section 108 Note (CIM Block 3/ Central Place) Bank of New York 12,535,478 |TI/RDATF/Other Rev 636,875 - - - 636,875
62 |HUD Section 108 Note (Story/King Retail) Bank of New York 16,836,622 |TI/RDATF/Other Rev 834,507 - - - 834,507
63 |HUD 108 Loans City of San Jose 499,183 |Escrow funds 108,000 - - - 108,000
64 |Belovida at Newbury Park - Loan 1 Belovida at Newbury Park, L.P. 7,084,853 |Low/Mod Fund 3,276,406 - - - 3,276,406
65 Roundtable Unity Care 208,540 |Low/Mod Fund 208,540 - - - 208,540
66 Brookwood Terrace Family Apartments (5) Brookwood Terrace Family Apartments, L.P. 1,034,395 [Low/Mod Fund 1,034,395 - - - 1,034,395
67 North 4th - Loan 2 (5) First Community Housing 3,376,123 [Low/Mod Fund 3,376,123 - - - 3,376,123
68 Orvieto (5) ROEM 1,603,455 |[Low/Mod Fund 794,309 - - - 794,309
69 [Ford and Monterey (5) Eden Housing, Inc. 1,430,000 |Low/Mod Fund 395,545 - 395,545 - -

Subtotal Schedule 2 81,236,484 24,499,649 - 968,045 - 23,531,604

Less: Obligations paid with other revenues 5,888,482

Subtotal Schedule 2, net 75,348,002

| |Grand Total ROPS 3,878,051,910 194,876,616 | | - 1,068,045 | - 193,808,571 |

Source: City of San Jose Redevelopment Agency
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RECONCILIATION OF DRAFT AND CERTIFIED RECOGNIZED OBLIGATION PAYMENT SCHEDULES

City of San Jose Redevelopment Agency

County of Santa Clara Auditor-Controller

(Per AB 26 - Section 34177)

Section 10

City of San Jose Draft Recognized Obligation Payment Schedule Auditor Controller Exclusions Auditor-Controller Certificatit
Total Total Reported FY 2011-12
Item Project Name Outstanding Source of Obligation Non- Obligations Six-Month
No. or Debt Obligation Payee Debt or Obligation of Payable Reclassifications Enforceable w/o Financial Recognized Obligations
Payment 1/1/12 - 6/30/12 Obligations Documentation Jan 1 - Jun 30
Schedule 3 - Pass-Through Obligations

1 AB1290 County of Santa Clara 1,505,622 [TI/RDATF/Other Rev 1,505,622 1,505,622 - - -

2 AB1290 County of Santa Clara 2,300,074 [TI/RDATF/Other Rev - - - - -

3 County Tax Collection Admin Fees County of Santa Clara 43,810,200 [TI/RDATF/Other Rev 2,318,000 2,318,000 - - -

Subtotal Schedule 3 47,615,896 3,823,622 3,823,622 - - -

Costs - Subject to

Schedule 4 - Administrative Costs Separate Oversight
1 Personnel Personnel Staff n/a |TI/RDATF/Other Rev 560,900 - - - 560,900
2 Personnel - Unemployment Benefits Former Staff n/a |TI/RDATF/Other Rev 200,000 - - - 200,000
3 City Support Services City of San José n/a |TI/RDATF/Other Rev 292,000 - - - 292,000
4 City Hall Lease City of San José n/a |TI/RDATF/Other Rev 42,000 - - - 42,000
5 Agency Activities Best Best & Krieger LLP n/a |TI/RDATF/Other Rev 13,290 - - - 13,290
6 Agency Activities Chang, Ruthenberg & Long PC n/a |TI/RDATF/Other Rev 12,951 - - - 12,951
7 Annual Financial Audit Macias, Gini & O'Connell, LLP n/a |TI/RDATF/Other Rev 48,000 - - - 48,000
8 Agency's Employee Benefit Plan EFLEXGROUP, Inc. n/a |TI/RDATF/Other Rev 760 - - - 760
9 Agency's Financial System Systems Management, Inc. n/a |TI/RDATF/Other Rev 16,715 - - - 16,715
10 Employee Transition Services Lee Hecht Harrison LLC n/a |TI/RDATF/Other Rev 9,000 - - - 9,000
11 Agency's Retirement and Deferred Compensation Plans [Standard Retirement Services, Inc. n/a |TI/RDATF/Other Rev 2,500 - - - 2,500
12 Agency's Retirement and Deferred Compensation Plans  [Stancorp Investment Advisers, Inc. n/a |TI/RDATF/Other Rev 15,000 - - - 15,000
13 Agency's Operations AT&T Mobility n/a |TI/RDATF/Other Rev 1,115 - - - 1,115
14 Agency's Operations ADP, Inc. n/a |TI/RDATF/Other Rev 1,250 - - - 1,250
15 Agency's Operations Value Business Products n/a |TI/RDATF/Other Rev 2,500 - - - 2,500
16 Agency's Operations CDW-Government, Inc. n/a |TI/RDATF/Other Rev 2,500 - - - 2,500
17 Agency's Operations Canon Business Solutions/CBS Newcal, Inc. n/a |TI/RDATF/Other Rev 10,000 - - - 10,000
18 Agency's Operations Pitney Bowes Global Financial n/a |TI/RDATF/Other Rev 1,146 - - - 1,146
19 Agency's Operations Oracle America, Inc. n/a |TI/RDATF/Other Rev 8,900 - - - 8,900
20 Agency's Operations Rosenow Spevacek Group, Inc. n/a |TI/RDATF/Other Rev 5,000 - - - 5,000
21 Agency's Operations Ross Financial n/a [Low/Mod Fund 96,000 - - - 96,000
22 Agency's Operations Jones Hall n/a |TI/RDATF/Other Rev 7,735 - - - 7,735
23 |Agency's Operations Misc Vendors n/a |TI/RDATF/Other Rev 7,060 - - - 7,060
24 Agency's Lease Obligations/Asset Management (6) Misc Vendors n/a |TI/RDATF/Other Rev 27,500 - - - 27,500
Subtotal Schedule 4 - 1,383,822 - - - 1,383,822

Source: City of San Jose Redevelopment Agency
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