CITY OF LONG BEACH R-26

DEPARTMENT OF FINANCIAL MANAGEMENT

333 WEST OCEAN BOULEVARD ¢ LONG BEACH, CALIFORNIA 90802

April 20, 2010

HONORABLE MAYOR AND CITY COUNCIL
City of Long Beach
California

RECOMMENDATION:

Adopt a resolution transferring the City’s allocation of Recovery Zone Economic
Development Bonds to the Redevelopment Agency of the City of Long Beach
(Agency), and approving the issuance of tax allocation bonds by the Agency in an
amount not to exceed $35,000,000 for its North Long Beach Project Area; and

Adopt a resolution making certain findings regarding the construction of the East
Police Station with funds from the North Long Beach Project Area. (Districts 5, 8 and
9)

 DISCUSSION

Staff recommends that the City Council transfer the City’s allocation of Recovery Zone
Economic Development Bonds (RZEDBs) to the Agency, and approve the Agency's
issuance of up to $35 million of tax allocation bonds for the Agency’s North Long Beach
Project Area (Project Area). The total estimated principal amount of the bond issue is
approximately $33 million; however, authority for the full amount, $35 million, is
requested to cover additional bonding capacity that could result from movements in
interest rates between the date of City Council approval and the date of sale of the
bonds. The anticipated use of the bond proceeds includes $30 million for various
projects within or of benefit to the Project Area, $3 million for a debt service reserve
fund, and $330,000 for costs of issuance.

Staff also recommends that the City Council make certain findings regarding the East
Police Station and the financing thereof with funds from the Project Area so that a
portion of the bond proceeds can be used for that purpose.

The Agency has identified a number of capital projects that it would like to finance with
bonds that would be repaid with tax increment revenues from the Project Area. The
projects include a new fire station (Fire Station No. 12), and various street and other
improvements identified in Exhibit A. The Agency anticipates that approximately $2
million of Project Area tax increment revenues will be needed each year to pay the
annual debt service on the bonds, after taking into account certain subsidy payments
from the Federal government related to the interest payable on the bonds as discussed
below. The Agency approved the issuance of the bonds on April 5, 2010.
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In order to issue the bonds, Section 33640 of the California Redevelopment Law
requires that the City Council approve the issuance of the bonds by the Agency. The
bonds will be payable solely from tax increment revenues arising from the Project Area.
No City General Fund or other revenues or assets will in any way be pledged to or used
for the repayment of the bonds.

Transfer of RZEDB Allocation and Financing Structure

On February 17, 2009, the President signed into law the American Recovery and
Reinvestment Act of 2009 (Recovery Act). The Recovery Act allocated to State and
local governments the authority to issue RZEDBs and allowed for the issuance of Build
America Bonds (BABs), to finance certain capital projects. The interest paid to bond
investors on the RZEDBs and on the BABs is not tax-exempt, so the interest rate on
RZEDBs and on the BABs is higher than the interest rate on fraditional tax-exempt
municipal bonds; however, the issuer of RZEDBs or of BABs receives a payment from
the Federal government, on each interest payment date, equal to 45 percent (in the
case of RZEDBs) or 35 percent (in the case of BABs) of the interest paid on the
respective bonds. Thus, subject to bond market conditions, the final amount of interest
payable on any RZEDBs or on any BABs, after taking into account the Federal
reimbursement, may be less than on a traditional tax-exempt bond. The Recovery Act
allocated $22,235,000 of RZEDBs to the City, and allows for an unlimited amount of
BABs to be issued by State and local governments in calendar years 2009 and 2010.

In order to obtain the most favorable interest rate for the Agency's bonds, and
recognizing that the financial markets remain volatile, the City’s financial advisors have
recommended flexibility to issue the bonds as RZEDBs, as BABs, as traditional tax-
exempt bonds, or as a combination of any of the above. In order for the bonds to be
issued as RZEDBs, the City must transfer its allocation of $22,235,000 of RZEDBs
under the Recovery Act to the Agency. On December 7, 2009, the Agency adopted
Resolution No. R.A. 41-2009, declaring the entire area within the boundaries of the City
as a “recovery zone” for purposes of the Recovery Act, which will allow the Agency to
use proceeds of RZEDBs, if the City assigns its allocation of RZEDBs to the
Redevelopment Agency, for any of the projects proposed to be financed with bond
proceeds.

Annual Debt Service Costs

The source of repayment of the bonds will be tax increment revenues from the Project
Area. The annual debt service on the bonds will be approximately $2 million, after
taking into account the Federal subsidy payments that will apply to the bonds.
Following the issuance of the bonds, and taking into account the Federal subsidy
payments, it is expected that total annual debt service on the 2002 bonds, the 2005
bonds and the new 2010 bonds will be approximately $9.3 million. The 2010-2011 tax
increment revenues allocable to the Redevelopment Agency from the Project Area, after
deduction for pass-through obligations payable to other taxing agencies, amounts
required by Redevelopment Law to be used for housing purposes and pending
assessment appeals, will be approximately $20.6 million.
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Findings Regarding East Police Station

California Redevelopment Law provides that a redevelopment agency may, with the
consent of the City Council of the City in which the redevelopment agency is located,
pay for the costs of public improvements, if the City Council determines all of the
following:

» That the construction of such public improvements is of benefit to the Project
Area by helping to eliminate blight or by providing housing for low or moderate
income persons.

» That no other reasonable means of financing the public improvements are
available to the community.

» That the payment of Agency funds for the cost of the public improvements is
consistent with the implementation plan adopted for the Project Area.

As the Agency plans to fund the construction of public improvements with bond
proceeds, these findings must be made for each public improvement to be financed.
The required findings for all the public improvements listed on Exhibit A, except the East
- Police Station, were previously made by the Agency in Resolution No. R.A. 15-2007
adopted on June 4, 2007, and by the City Council in Resolution No. 07-0079 adopted
on June 12, 2007. It is requested that the City Council adopt the attached resolution
making the necessary findings for the development of the East Police Station with
redevelopment funds from the Project Area. The Agency adopted a resolution making .
the same findings for the East Police Station on April 5, 2010.

Public Review

The Agency’s North Long Beach Project Area Committee reviewed the bond issue at its
meetings on January 28, 2010, February 25, 2010, and March 25, 2010. The Agency
held a study session on the proposed bond issue on February 1, 2010 and approved
this list of projects to be funded by the bond issue on March 1, 2020. On April 5, 2010,
the Agency adopted a resolution authorizing the issuance of the bonds and approving
the related bond documents at its regular meeting.

This matter was reviewed by Assistant City Attorney Heather A. Mahood on March 22,
2010 and by Budget Management Officer Victoria Bell on March 19, 2010.

TIMING CONSIDERATIONS

The City has awarded a contract for the construction of the fire station. Interest rates in
the bond market are favorable, but could rise given the continuing financial challenges
in California and the United States. Staff requests City Council approval of the issuance
of the bonds on April 20, 2010, as a delay could disrupt the timing of the construction of
the improvements to be financed with the bond proceeds, and could result in the bonds
being issued at a higher interest rate, or the City/Agency losing its Federal allocation of
RZEDB's.
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FISCAL IMPACT

The Agency will be solely responsible for debt service payments on the bonds. The
City’s General Fund will not be obligated in any way to these bond payments. The
Agency’s tax increment revenues from the North Long Beach Project Area will be used
to pay the debt service on the bonds, in the amount of approximately $2 million
annually, after taking into account applicable Federal subsidy payments, for up to the
next 30 years. The Agency expects to have sufficient tax increment revenues from the
Project Area to pay the scheduled debt service on the bonds, as well as on its 2002 and
2005 North Long Beach Project Area bonds, and all of its other North Long Beach
Project Area obligations.

SUGGESTED ACTION:
Approve recommendation.
Respectfully submitted,

LORI ANN FARRELL
DIRECTOR OF FINANCIAL MANAGEMENT/CFO

EGINALD I. HARRISON

INTERIM DIRECTOR OF DEVELOPMENT SERVICES
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ATTACHMENTS: EXHIBIT A — LIST OF PROJECTS TO BE FINANCED
CiTy COUNCIL RESOLUTIONS (2)

APPROVED:

-

ATRICK H. WEST
CITY MANAGER




Exhibit A

Recovery Zone Economic Development Bonds: Potential Projects

e Fire Station 12 / $8.2M
o East Police Station ' 3.5M
o Long Beach Boulevard Street Improvements 7.4M
e North Long Beach Library 8.0M
e Del Amo Boulevard Medians 1.7M
e Artesia Boulevard Medians 3.0M
e Atlantic Avenue Medians 2.0M
e Oregon Park 2.0M

TOTAL  $34.5M
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333 West Ocean Boulevard, 11th Floor
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RESOLUTION NO.

A RESOLUTION OF THE CITY COUNCIL OF THE
CITY OF LONG BEACH MAKING CERTAIN FINDINGS
REGARDING THE CONSTRUCTION OF CERTAIN PUBLIC
IMPROVEMENTS WITH NORTH REDEVELOPMENT
FUNDS (POLICE SUBSTATION)

WHEREAS, the City Council of the City of Long Beach adopted and
approved a certain Redevelopment Plan (the “Redevelopment Plan”) for the North Long
Beach Redevelopment Project Area (the “Project”); and

WHEREAS, in furtherance of the Project and the immediate neighborhood
in which the Project is located, the Redevelopment Agency of the City of Long Beach,
California (the “Agency”), has recognized the need for certain public improvements,
which improvements will be located within or adjacent to the boundaries of the Project,
and proposes to use redevelopment funds to finance the improvements; and

WHEREAS, Section 33445 of the California Community Redevelopment
Law (Health and Safety Code Section 33000 et seq.) requires the Agency to make
certain findings prior to the acquisition of land and construction of public improvements or
facilities thereon; and

WHEREAS, Section 33678 of the Community Redevelopment Law provides
that under certain conditions tax increment funds shall not be subject to the
appropriations limitation of Article XIIIB of the California Constitution;

NOW, THEREFORE, the City Council of the City of Long Beach resolves as
follows:

Section 1. The City Council determines that the construction of public
improvements, more particularly described in Exhibit “A”, are of benefit to the Project and

the immediate neighborhood in which the Project is located. This finding is supported by
1
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the following facts:

The proposed improvements will facilitate the removal of blight by

improving public safety within the Project Area.

Section 2.  The City Council determines that no other reasonable means
of financing the above-described improvements are available to the community. This
finding is supported by the following facts:

Before the passage of Proposition 13, most of the City’s general

operating and capital improvements were funded through property taxes.
However, the initiative placed severe constraints on the City’s ability to
use property tax revenues to offset increases in operating and capital
costs. It has also been difficult for the City, by itself, to provide sufficient
funds to support the construction of major public improvements. In fiscal
year 2009-2010, the limited resources of the City’s General Fund are
committed to previously incurred obligations and planned projects.

Section 3.  The City Council further determines that the payment of funds
for the construction of the public improvements will assist in the elimination of one or
more blighting conditions within the Project, and is consistent with the implementation
plan adopted pursuant to Health and Safety Code Section 33490.

Section 4.  This resolution shall take effect immediately upon its adoption
by the City Council, and the City Clerk shall certify to the vote adopting this resolution.
"

7
1
1"
"
"
"
7

HAM:abc A10-00441 (2/16/10)
L \Apps\CtyLaw32\WPDocs\D0O16\P010\00195778.DOC




OFFICE OF THE CITY ATTORNEY
ROBERT E. SHANNON, City Attorney

333 West Ocean Boulevard, 11th Floor

Long Beach, CA 90802-4664

(e B (o N o B T ©> B & 1 B - e & R O R

[ O S T % TR G T G T N T NG TR G JERNE |\ Y Gt G G G G Q. QT G G |
0w N O oA LWON A~ O ©W 00N OO OB W NN -

| hereby certify that the foregoing resolution was adopted by the City
Council of the City of Long Beach at its meeting of , 2010 by the

following vote:

Ayes: Councilmembers:
Noes: Councilmembers:
Absent; Councilmembers:

City Clerk
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Exhibit A

Recovery Zone Economic Development Bonds: Potential Projects

o Fire Station 12 $8.2M
o East Police Station 3.5M
e Long Beach Boulevard Street Improvements 7.4M
¢ North Long Beach Library 8.0M
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e Artesia Boulevard Medians 3.0M
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