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CONTACT PERSON: Celeste Perez  PHONE: (559) 624-7000

SUBJECT: Requested Subordination of Tax Increment Revenue Payments to
the Tulare Redevelopment Agency 2010 Tax Allocation Bonds

REQUEST(S):
That the Board of Supervisors:

1. Receive a status update, review and discuss the City of Tulare
Redevelopment Agency’s request for subordination of County Tax Increment
Revenues to 2010 Tulare Redevelopment Agency Tax Allocation Bonds.

2. Authorize the County Administrative Officer or staff to take appropriate action
as directed by your Board.

SUMMARY:

On April 14 and April 19, 2010, the Tulare County Auditor-Controller received a
Request for Subordination of Tax Revenues from the Redevelopment Agency of the
City of Tulare (the “Agency”)(Attachments 1 and 2). The request stated that the
Agency planned to issue approximately $18 million of 2010 Tax Allocation Bonds
(the “Bonds”). The request further asks that the County subordinate to the new
Agency debt the amount of tax increment revenues required to be paid annually by
the Agency to the County. Redevelopment law requires that the County respond
within 45 days after receipt of the Agency’s request.

The County Administrative Officer responded on May 28, 2010, with a letter to the

Agency stating the County does not agree to subordination of its tax increment
revenue payments to the Bonds. (Attachment 3).



SUBJECT: Requested Subordination of Tax Increment Revenue Payments to the
Tulare Redevelopment Agency 2010 Tax Allocation Bonds
DATE: June 29, 2010

The Agency replied with a letter on June 1, 2010, to the Tulare County Auditor
indicating that the County (the Taxing Entity) had not disapproved their request for
subordination during the statutory 45 day waiting period and therefore their request
is automatically deemed approved and will be final and conclusive (Attachment 4).

FISCAL IMPACT/FINANCING:

Subordination to the Agency Tax Allocation Bond may resuilt in non-payment of tax
increment revenue to the County. Unless the Board of Supervisors takes action to
disapprove this subordination request with substantial evidence, subordination to the
Agency Tax Allocation Bond may cause a loss of County revenue (line 5900 RDA
pass through) in the amount of $263,149 the first year and higher or lower amounts
over the final 29 year life of the Bonds, should the revenue from the Agency’'s RDA
fall below the amount needed to pay the bond.

LINKAGE TO THE COUNTY OF TULARE STRATEGIC BUSINESS PLAN:
This matter pertains to the City of Tulare Redevelopment Agency’s tax increment
revenue payments to the County of Tulare, which is appropriate to Strategic
Initiative 2: Economic Well-Being.

ALTERNATIVES:
Take no further action which will result in an automatic subordination of County tax

increment revenue payments to the Bonds.

INVOLVEMENT OF OTHER DEPARTMENTS OR AGENCIES:
Tulare County Auditor/Controller to provide review of fiscal impact and County
Counsel to review all documents.

ADMINISTRATIVE SIGN-OFF:

Sy irf—

Roger H%t, Assiftant RMA Director
Administration/Community Development Branch

cc:  Auditor/Controller
County Counsel
County Administrative Office (2)

Attachment(s)

1. Letter from Agency received April 14, 2010 requesting subordination

2. Letter from Agency received April 19, 2010 requesting subordination

3. Letter to Agency rejecting subordination

4. Letter from Agency indicating request for subordination deemed approved




BEFORE THE BOARD OF SUPERVISORS
COUNTY OF TULARE, STATE OF CALIFORNIA

IN THE MATTER OF REQUESTED )
SUBORDINATION OF TAX ) RESOLUTION NO.
INCREMENT REVENUE PAYMENTS ) AGREEMENT NO.
TO THE TULARE REDEVELOPMENT )
AGENCY 2010 TAX ALLOCATION )

BONDS )
UPON MOTION OF SUPERVISOR , SECONDED BY
SUPERVISOR . THE FOLLOWING WAS ADOPTED BY THE

BOARD OF SUPERVISORS, AT AN OFFICIAL MEETING HELD JUNE 29, 2010, BY
THE FOLLOWING VOTE:

AYES:
NOES:
ABSTAIN:
ABSENT:

ATTEST: JEAN M. ROUSSEAU

COUNTY ADMINISTRATIVE OFFICER/
CLERK, BOARD OF SUPERVISORS

BY:

Deputy Clerk

* k Kk x Kk Kk K * * * * * * % * *x k K

1. Received a status update, reviewed and discussed the City of Tulare
Redevelopment Agency’s request for subordination of County Tax Increment
Revenues to 2010 Tulare Redevelopment Agency Tax Allocation Bonds.

2. Authorized the County Administrative Officer or staff to take appropriate action
as directed by your Board.
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April 13, 2010
Tulare County Auditor
County Civic Center Room 101-E
Visalia, CA 93291
Re: Request for Subordination of Tax Revenues

Redevelopment Agency of the City of Tulare (Merged Tulare Redevelopment
Projects) 2010 Tax Allocation Bonds

Dear Tulare County Auditor:

The Redevelopment Agency of the City of Tulare (the “Agency”) plans to issue
approximately $18 million of its Redevelopment Agency of the City of Tulare (Merged Tulare
Redevelopment Projects) 2010 Tax Allocation Bonds in several series (the “Bonds”), in June
2010, under the provisions of the Community Redevelopment Law of the State of California,
constituting Part 1 of Division 24 of the California Health and Safety Code (the “Law”).

Pursuant to section 33607.5(e) of the Law, prior to incurring any loans, bonds, or other
indebtedness (“new agency debt”), a redevelopment agency may request that an affected taxing
entity subordinate to the new agency debt the amount of tax increment revenues required to be
paid to the affected taxing entity, provided the affected taxing entity has approved the
subordination pursuant to the Law. The purpose of this letter is to request approval by Tulare
County Auditor (the “Taxing Entity”) of a subordination to the Bonds of the amount of tax
increment revenues reqqned to be paid by the Agency to the Taxing Entity.

Section 33607.5(é) (2) of the Law requires that, at the time of a request for subordination,
the requesting redevelopment agency must provide the affected taxing entity with substantial
evidence that sufficient funds will be available to pay both the debt service on the new agency
debt and the payments required to be paid to the affected taxing entity, when due. Attached
hereto, as Table 1, is the evidence required by the Law to show that sufficient funds will be
available to pay both the debt service on the Bonds and the payments required to be paid to the
Taxing Entity.

Section 33607.5(e)(3) of the Law requires that within 45 days after receipt of a
redevelopment agency's request, the affected taxing entity must approve or disapprove the
request for subordination, but an affected taxing entity may disapprove a request for
subordination only if it finds, based nupon substantial evidence, that the redevelopment agency

W 4llEastKemAvenve < Tulare California 93274 » 559.684.4233 »  Fax 559,685.2993&02'1"9?36——7

AN EQUAL OPPORTUNITY EMPLOYER




will not be able to pay the debt payments and the amount required to be paid to the affected
taxing entity. If the affected taxing entity does not act within 45 days after receipt of the
redevelopment agency's request, the request to subordinate is automatically deemed approved
and will be final and conclusive.

Thank you very much for your assistance. If you have any questions, please feel free to
call Bob Nance, Redevelopment Director for the Agency at (559) 684-4255 or the Agency’s
Financial Advisor, Craig Hill of Northcross, Hill & Ach, at (415) 785-2025.

Very truly yours,

REDEVELOPMENT AGENCY OF THE
CITY OF TULARE

By//LQ’
o

Bob Nance,
Redevelopment Director




Table 1

Attach Table 1 that sufficient funds will be available to pay both the debt service on the
pay
proposed Bonds and the payments required to be paid to the affected taxing entity]
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ATTACHMENT 2 .
T Received

APR 19 200

Tulare
¢ Redevelopment

~ Y "Rgalnlizinl the Community” '

S AUDn.OR_CONTROLL

April 16, 2010

Tulare County Flood Control District
County Civic Center-Rm 101E
Visalia, CA 93291

Re: Request for Subordination of Tax Revenues

Redevelopment Agency of the City of Tulare (Merged Tulare Redevelopment
Projects) 2010 Tax Allocation Bonds

To Whom It May Concern:

On April 13, 2010 the Redevelopment Agency of the City of Tulare (the “Agency”) sent
you a letter regarding our plans to issue approximately $18 million in bonds. The letter
requested that you subordinate your payment under Section 33607.5 and Section 33607.7 of the
Health & Safety Code. After sending the letter, our consultant determined there was an error in
Table 1 that understated the amount of tax revenues we have available to pay both the debt
service on the Bonds and the payments required to be paid to you. Attached to this letter is a
revised Table 1. '

Thank you very much for your assistance. If you have any questions, please feel free to
call Bob Nance, Redevelopment Director for the Agency at (559) 684-4255 or the Agency’s
Financial Advisor, Craig Hill of Northcross, Hill & Ach, at (415) 785-2025. -

Very truly yours,

REDEVELOPMENT AGENCY OF THE
CITY OF TULARE

By/}Q"

/ Bob Nance,
/" Redevelopment Director

20018.02:]10736
v 411 East Kern Avenue e Tulare, California 93274 ¢  559.684.4233 &  Fax 559.685.5631
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Tulare
"Redevelopment
Agency

R €Ceived

| S
o Iécgmggl@; the Comn mu'ry"l .

S

AUDITOR.¢
April 16, 2010 : ONTROLLER
4 \%
T —r——re,

Tulare County Flood Air Pollution
County Civic Center Rm 101E
Visalia Ca 93291

Re:  Request for Subordination of Tax Revenues

Redevelopment Agency of the City of Tulare (Merged Tulare Redevelopment
Projects) 2010 Tax Allocation Bonds

To Whom It May Concern:

On April 13, 2010 the Redevelopment Agency of the City of Tulare (the “Agency”) sent
you a letter regarding our plans to issue approximately $18 million in bonds. The letter
requested that you subordinate your payment under Section 33607.5 and Section 33607.7 of the
Health & Safety Code. After sending the letter, our consultant determined there was an error in
Table 1 that understated the amount of tax revenues we have available to pay both the debt
service on the Bonds and the payments required to be paid to you. Attached to this letter is a
revised Table 1.

Thank you very much for your assistance. If you have any questions, please feel free to
call Bob Nance, Redevelopment Director for the Agency at (559) 684-4255 or the Agency’s
Financial Advisor, Craig Hill of Northcross, Hill & Ach, at (415) 785-2025.

Very truly yours,

REDEVELOPMENT AGENCY OF THE
CITY OF TULARE

4 Bob Nance,
Redevelopment Director

20018.02:J10736

v 411 East Kern Avenue * Tulare, California93274 « 5506844233 « Fax 559.685.5631 V

AN EQUAL OPPORTUNITY EMPLOYER
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. ATTACHMENT 3

Adzzuogls‘;{ag::znj:s:g C 0 umtg 06 qu Qahe Jean M. Rousseau

County Administrative Officer
Visalia. California 93291

TEL: (559) 636-5005
FAX: (559) 733-6318
wwnw.co.tulare.ca.us

Kristin Bennett, Assistant
County Administrative Officer
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May 28, 201 ) Gty Clrek
Bob Nance, Redevelopment Director

Redevelopment Agency of the City of Tulare

411 East Kern Avenue
Tulare, CA 93274

Re: Request for Subordination of Tax Revenues. Redevelopment Agency of the City
of Tulare (Merged Tulare Redevelopment Projects) 2010 Tax Aliocation Bonds

Dear Mr. Nance:

Thank you for your letters regarding the above mentioned matter dated April 13, 2010,
received by the Tulare County Auditor-Controller on April 14, 2010; and dated April 16,
201D, received by the Tulare County Auditor-Controller on April 18, 2010. The County
of Tulare (“County”) does not agree to subordination of its tax increment revenue
payments to the 2010 City of Tulare Redevelopment Agency ("Agency”) Tax Allocation
Bonds (Merged Tulare Redevelopment Projects).

in your Apnl 16, 2010 letler, the Agency requests that the County subordinate its
redevelopment tax increment revenue payments pursuant to Health and Safety Code §§
33607.5 and 33607.7, to the Agency’s new $18 million tax allocation bonds, Only H&S
Code § 33607.5 authorizes subordination.  Section 33607.5(e) states: "...the agency
may subordinate to the loans ... the amount required to be paid to an affected taxing
entity by this section...." There is no language authorizing subordination in Section
33607.7, therefore such payments should not be subordinated.

The County provides the following substantial evidence that the Agency will not be able
to pay the bond debt payments and the amount required to be paid to the County, an
*affected taxing entity.”

There has been recent action by the Governor to take funds from the RDA's. On May 4,
2010, Sacramento Superior Court Judge Lioyd Connelly upheld AB X4 26, the state
budget bill passed in July 2009 as part of the 2008-10 state budget that requires
redevelopment agencies statewide to transfer $2.05 billion in local redevelopment funds
over the next two years. He also denied California Redevelopment Association's (CRA)
request for a stay on the transfer of funds to the State Educational Revenue
Augmentation Fund (SERAF) on May 10, 2010. On May 7, 2010, the Third District
Court of Appeal denied CRA's request for a temporary stay on making SERAF
payments. Based on payments required pursuant to AB X4 28, the risk redevelopment
agencies will not have adequate funds is real and substantial. The California
Redevelopment Agency Association lists estimated payments to SERAF from
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Redevelopment Agencies, including the City of Tulare Redevelopment Agency. (Exhibit
A. ') The chart provided with your April 13 and April 16 letters do not take these
payments into account.

Further, we have information that Land O Lakes, within the City of Tulare
Redevelopment Plan, is reducing its operations due to the economic downtumn.
(Exhibit B.) This reduction will negatively affect the Agency's tax increment revenue
and further disable the Agency from making bond debt payments and payments to the
County. As the economy will be slow to recover, we expect to see similar business
contractions within the near future, in the Agency’s redevelopment area. The Consumer

Price Index has also deflated. (Exhibit C.) This will further lessen the Agency’s ability
to make payments. '

Sincerely,

an M. Rousseau
County Administrative Officer

CC: Board of Supervisors
Tulare County Auditor

! See <www.calredevelop.org™;

<http://www calredevelop.org/AM/Template.cfm?Section=Home& TEMPLATE=/CM/ContentDisplay.cfm&CONT
ENTID=6570>; and

<hup://www.calredevelop.org/AM/Template.cfm?Section=Homc & TEMPLATE=/CM/ContentDisplay.cfm&CONT
ENTID=6571>
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Tulare County Auditor
County Civic Center, Rm 101-E
Visalia, CA 93291
Re: Subordination of Tax Revenues

Redevelopment Agency of the City of Tulare (Merged Tulare Redevelopment
Projects) 2010 Tax Allocation Bonds

Dear Tulare County Auditor:

On April 13, 2010, a letter was sent to you (copy enclosed) indicating that the
Redevelopment Agency of the City of Tulare (the “Agency”) plans to issue approximately $18
million of its Redevelopment Agency of the City of Tulare (Merged Tulare Redevelopment
Projects) 2010 Tax Allocation Bonds in several series (the “Bonds”), under the provisions of the
Community Redevelopment Law of the State of California, constituting Part 1 of Division 24 of
the California Health and Safety Code (the “Law”). The Agency sent ‘you a follow-up letter on
April 16, 2010 with a revised Table 1.

In the April 13% letter and pursuant to Section 33607.5 of the Law, the Agency requested
that the Tulare County Auditor (the “Taxing Entity”) subordinate to the Bonds the amount of
tax increment revenues required to be paid to the Taxing Entity. As required by the Law, the
Agency provided the Taxing Entity with substantial evidence that sufficient funds will be
available to pay, when due, both the debt service on the Bonds and the payments required to be
paid to the Taxing Entity, including the revised Table 1 attached to the April 16t letter.

As the Taxing Entity has not disapproved our request for subordination during the
statutory 45 day waiting period pursuant to the Law, under Section 33607.5(e)(3) of the Law our
request to subordinate is automatically deemed approved and will be final and conclusive. -

If you have any questions, please feel free to call me at (559) 684-4255 or the Agency’s
Financial Advisor, Craig Hill of Northcross, Hill & Ach at (415) 785-2025.

Very truly yours,

REDEVELOPMENT AGENCY OF THE
CITY OF TULARE

0. 00 f

Bob Nance,
Redeve]opment Director

v 411 East Kern Avenue ¢ Tulare, California 93274 e« 559.684.4333 e« TFax 559.6852"'}%4118 0210737 v
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April 13, 2010
Tulare County Auditor
County Civic Center, Rm 101 E
Visalia, CA 93291
Re: Request for Subordination of Tax Revenues
Redevelopment Agency of the City of Tulare (Merged Tulare Redevelopment
Projects) 2010 Tax Allocation Bonds
Dear Tulare County Auditor:

The Redevelopment Agency of the City of Tulare (the “Agency”) plans to issue
approximately $18 million of its Redevelopment Agency of the City of Tulare (Merged Tulare
Redevelopment Projects) 2010 Tax Allocation Bonds in several series (the “Bonds”), in June
2010, under the provisions of the Community Redevelopment Law of the State of California,
constituting Part 1 of Division 24 of the California Health and Safety Code (the “Law”).

Pursuant to section 33607.5(¢) of the Law, prior to incurring any loans, bonds, or other
indebtedness (“new agency debt”), a redevelopment agency may request that an affected taxing
entity subordinate to the new agency debt the amount of tax increment revenues required to be
paid to the affected taxing entity, provided the affected taxing entity has approved the
subordination pursuant to the Law. The purpose of this letter is to request approval by Tulare
County Auditor (the “Taxing Entity”) of a subordination to the Bonds of the amount of tax
increment revenues required to be paid by the Agency to the Taxing Entity.

Section 33607.5(e)(2) of the Law requires that, at the time of a request for subordination,
the requesting redevelopment agency must provide the affected taxing entity with substantial
evidence that sufficient funds will be available to pay both the debt service on the new agency
debt and the payments required to be paid to the affected taxing entity, when due. Attached
hereto, as Table 1, is the evidence required by the Law to show that sufficient funds will be
available to pay both the debt service on the Bonds and the payments required to be paid to the

Taxing Entity.

Section 33607.5(e)(3) of the Law requires that within 45 days after receipt of a
redevelopment agericy's request, the affected taxing entity must approve or disapprove the
request for subordination, but an affected taxing entity may disapprove a request for
subordination only if it finds, based upon substantial evidence, that the redevelopment agency
will not be able to pay the debt payments and the amount required to be paid to the affected
taxing entity. If the affected taxing entity does not act within 45 days after receipt of the

'—_— 411 East Kern Averiue ¢ Tulare, California 93274 »  559.6844233 ¢  Fax 559.685.3%8118-0?-%6——v
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