CITY / SA/ HA/ FA MEETING DATE: June 17, 2014 AGENDA CATEGORY:

ITEM TITLE: ADOPT A RESOLUTION APPROVING THE
SUBORDINATION OF THE STATUTORY PASS-
THROUGH PAYMENTS DUE TO THE CITY OF LA  CONSENT CALENDAR:
QUINTA FROM THE SUCCESSOR AGENCY FOR THE

COUNTY OF RIVERSIDE STUDY SESSION:

PUBLIC HEARING:

BUSINESS SESSION:

RECOMMENDED ACTION:

Adopt a Resolution approving the subordination of Statutory Pass-Through
Payments allocated to the City of La Quinta in connection with the refinancing of
Riverside County’s Desert Communities Redevelopment Project Area No. 4 2010A
and 2010B tax allocation bond issues.

EXECUTIVE SUMMARY:

e Assembly Bill 1484 allows successor agencies to refinance former
redevelopment agency bonds to reduce annual bond payments.

e The Successor Agency for the County of Riverside (Agency) plans to
refinance the Desert Communities Redevelopment Project Area (DCPA)
2010A and 2010B tax allocation bonds prior to the end of Fiscal Year
2014/15.

e The City receives minimal property tax revenue from the DCPA provided per
a pass-through payment that was established via the former redevelopment
statutes.

e The Agency is requesting that the City subordinate its statutory pass-through
payment to the refinancing bond debt service payments (Attachment 1).

e The refinancing bonds will lower the total debt service payments without
increasing the term of the bonds.

e The City’'s response is due on or before July 18, 2014. A non-response will
be deemed an automatic approval and shall be final.



FISCAL IMPACT:

Based on review of the County’s fiscal reports, it is anticipated that Project Area
DCPA will generate sufficient tax increment revenues to cover both the bond debt
service and the $15.7 million in pass-through payments over the next 30 years.

BACKGROUND/ANALYSIS:

Pursuant to the Health and Safety Code, a redevelopment agency may, with the
taxing entity’s approval, subordinate Statutory Pass-Through Payments to bonds
issued by the redevelopment agency for the project area. This improves the credit
position of the bonds and potentially increases the revenue stream for financing the
bonds.

Disapproval by the City must be based on substantial evidence that the Agency
cannot pay the debt service and statutory pass-through payments. Staff has
reviewed the revenue projections and proposed debt service schedule provided by
the Agency. This review indicates that there is sufficient revenue to pay both the
pass-through payments and bond debt service. Further, the refinancing will reduce
bond interest costs and the total amount of revenue needed to make bond
payments, which will further secure the City’s pass-through payments.

ALTERNATIVES:

Council may choose not to respond; however, doing so will trigger an automatic
approval. Therefore, staff does not recommend an alternative.

Report prepared by: Teresa Thompson, Deputy City Clerk
Report approved for submission by: Susan Maysels, City Clerk

Attachment: 1. Riverside County EDA correspondence



RESOLUTION NO. 2014 -

A RESOLUTION OF THE CITY COUNCIL OF THE CITY
OF LA QUINTA, CALIFORNIA, APPROVING THE
SUBORDINATION OF STATUTORY PASS-THROUGH
PAYMENTS ALLOCATED TO THE CITY OF LA
QUINTA IN CONNECTION WITH THE DESERT
COMMUNITIES REDEVELOPMENT PROJECT AREA
NO. 4 TO THE SUCCESSOR AGENCY FOR THE
COUNTY OF RIVERSIDE PAYMENT OBLIGATIONS
FOR REFUND OF BOND ISSUE 2010A AND 2010B

WHEREAS, AB 1484 added Health and Safety Code section 34177.5,
which provides, among other provisions, that a successor agency has the
authority, rights, and powers of redevelopment agencies for the purpose of
issuing bonds or incurring other indebtedness for specified purposes, including
but not limited to refunding existing bonds or other indebtedness of the former
redevelopment agency; and

WHEREAS, the Successor Agency for the County of Riverside (Agency)
intends to issue a series of refunding bonds to be secured by the Agency’s tax
increment revenue, and

WHEREAS, California Health and Safety Code Section 33607.5(e)
provides that the Agency may, with a taxing entity’s approval, subordinate
amounts payable from tax increments of a redevelopment project area
(Statutory Pass-Through Payments) to bonds issued by the Agency; and

WHEREAS, the Agency has requested that the City of La Quinta agree to
subordinate the Statutory Pass-Through Payments it receives from the County
of Riverside Redevelopment Project Area No. 4 to the debt service on the
Bonds.

WHEREAS, the Agency has provided a tax revenue projection summary
that includes debt service analysis showing sufficient funds available to pay
both debt service on the Bonds and the Statutory Pass-Through Payments
required to pay the City of La Quinta.

NOW, THEREFORE, BE IT RESOLVED by the City Council of the City of
La Quinta, California, as follows:



Resolution 2014-
Subordination Request
Adopted:

Page

The City Manager is authorized to execute the attached Acknowledgement
(Exhibit A) and submit the Acknowledgement to the Agency by July 18, 2014.

PASSED, APPROVED, and ADOPTED at a regular meeting of the La
Quinta City Council held on this day of 2014
by the following vote:

AYES:
NOES:
ABSENT:
ABSTAIN:
DON ADOLPH, Mayor
City of La Quinta, California
ATTEST:

SUSAN MAYSELS, City Clerk
City of La Quinta, California

(CITY SEAL)

APPROVED AS TO FORM:

M. KATHERINE JENSON, City Attorney



letter dated May 28, 2014 from
 Request”), to approve the Agency S subordmatron of Statutory Pass-through Payments the City of La Quinta

.Title:: 3

EXHIBITA

 ACKNOWLEDGEMENT

(Successor Agency for the County of Riverside Redevelopment Project Area No. 4

In response to the request by Successor Agency for the County of R1versrde (the “Agency”) set forth ina
the Agency’s . (the “Subordination

hereby confirms its approval of the subordmatron of the Agency’s obligation to pay Statutory Pass-through

- Payments to City of La Qumta in connectron w1th the Redevelopment Proj ect Area No. 1 to the Agency s payment

obligations for the Bonds

~ The governing board of the City of La Quinta has taken formal actionon , 2014, t0
acknowledge and approve this. subordmatron A copy of the related [resolutron / mmute order] is enclosed.

All capltalrzed ferms used but not deﬁned in thls Acknowledgement have the- meanrng ascribed to them in =

| the Subordmatton Request.

IN WITNESS. WHEREOQF, the undersrgned has caused this Acknowledgement to be signed by 1ts authorized

. representative on thrs _day of - , 2014,

City of La Quinta

By: .

Na‘me_:







~QUNTY OF RIVERSIDE RECEIVED
S CITY CLERK'S OFFICE
puL M RO ACRKCY o w29 PG 49
CITY OF LA QUINTA
 CALIFORNIA

May 28, 2014

City of La Quinta
- 78495 Calle Tampico .
La Quinta, CA 92253

Re:  Subordination Request Relatmg fo Proposed Refundmg Bond Issue for Redevelopment Pro; ect Area
No. 4 (DCPA) of the Successor Agency for the County of Riverside _

To Whom It May Concern:

AB 1434 allows successor agencies to refund the bonds of their former redevelopment agencies to provide

debt service savings. I am writing to you on behalf of the Successor Agency for the County of Riverside (the
~ “Agency”) pursuant to Section 33607.5(¢) and Section 34177.5(c) of the California Health and Safety Code (the -

“Code”). As you are aware, the Agency may, with a taxing entlty § approval subordinate amounts (payable from

* tax increments of a redevelopment project area) that the Agency is required to pay such taxing entity pursuant to
- Section 33607.5 and Section 34183 of the Code (the “Statutory Pass-through Payments”) to the debt service bonds .
-issued by the Agency for the same project area. At this time, the Agency is expecting to issue a series of refunding -

‘bonds (the “Bonds”) to be secured by the Agency’s tax increment revenues from the Agency’s Redevelopment

. -Project Aréa No. 4 (the “Project Area”). The issuance of these bonds will lower the total debt seérvice payments for

“the project area without increasing the term-of the bonds. By this letter, the Agency requests that the City of La |

Quirita agree to the subordination of Statutory Pass-through Payments that the Agency is required to pay the City of
La Quinta in connection with the Project Area to the Agency’s payment obligations for the Bonds.

. The Agency is planning to issue the Bonds prior to the end of fiscal year 2014-15. Enclosed for your review,
pursuant to Section 33607.5(2)(e) of the Code, is a tax increment revenue projection summary, which includes a
debt service coverage analysis prepared by Urban Analytics LLC (the “Fiscal Consultant”). The Fiscal Consultant’s
report shows that the Agency can reasonably expect.to have sufficient funds available to-pay both debt service on the
Bonds and all of the Agency’s Statutory Pass—through Payments owed to the various affected taxmg entities for the
Pro; ect Area. - :

Administration

Housing - Economic Development ‘ Patking -
Avidtion : Housing Authority Edward-Dean Museum Project Management
Busingss Inteligence inforrhation, Technology. Environmental Planning Purchasing Sroup
‘Cultural Services - . Maintenance : Faiir & Mational Date Festival Red] Property K
Communify Services Marketing Foreign Trade- Redevelopment Agency
Custedial . . . " Graffit Abatement Workforce Development

SATemplates\EDA-006a-Letterhead-Color.doc . . ) : Updated 08/2010




For the benefit of the Agency $ records, please complete the attached Acknowledgement and return it
to me no later than July 18, 2014. The Agency also requests that the governing board of the City of La
Quinta take official action, by resolution or motion, to formally approve the subordmatmn of your Statutory
Pass-through Payments to the Bonds (mcludmg the esCcrow Bonds)

Please note that, in accordance with Section 33607. 5(e)(3) and Section 34177. 5(0)(3) of the Code, if the City

“of La Quinta does not respond to the requested subordination within forty-five (45) days of this letter, the

subordination will be automatically deemed approved by the City of La Quinta and such approval shall be final and
conclusive. - Furthermore, to disapprove this subordination, the C1ty of La Quinta must find, based on substantial

_ :ev1dence that the Agency will not be able to pay the debt service on the Bonds and the Statutory Pass-through
Payments thatitis required to pay the City of La Quinta . o :

_ Thank -you in advance for your cooperatlon in this matter. It you have any questions regarding this matter,
please do not heS1tate to contact me at (951) 955- 1 110.

Sincerely,

Successor Agency for the County
of Riverside

%um
I _

Encl’s.”
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