PERALTA COMMUNITY COLLEGE DISTRICT ITEM # /3)

Board of Trustees Agenda Report
For the Trustee Meeting Date of , 2010

ITEM TITLE: Subordination of Redevelopment Agency’s Obligation

SPECIFIC BOARD ACTION REQUESTED:

Approve the Subordination of the Redevelopment Ageney, City of Oakland’s Obligation to Pay Statutory
Pass-through Payments to the District in Connection with the Broadway/MacArthur/San Pablo
Redevelopment Project Area

ITEM SUMMARY: (PLEASE DISCUSS THIS ITFM)

The City of Oakland, Redevelopment Agency is developing the MacArthur Transit Village and preparing
to issue bonds for the Agency’s contribution to such project.

BACKGROUND/ANALYSIS:

Pursuant to the California Health and Safety Code, the Agency may subordinate current debt obligations -
provided that the affected entity has approved the subordination. Under the Code, the District can only
disapprove of the subordination request if it finds, based upon substantial evidence, that the Agency will not
be able to pay its debt payments. Analysis shows that the debt service coverage (the ratio of funds available
to debt obligations) ranges from 2.33 to 4.95; that is, the Agency will have over two times (2x) to
approximately five times (5x) the amount of funds necessary to pay its debt obligations. Curreatly, the
District recetves roughly 2.64% of all Tier 1 tax shating payments — equating to roughly $25,929 this year.
See attached materials from City of Oakland, including analysis/report on debt payments.

ALTERNATIVES/OPTIONS:

District must provide substantial evidence that the Agency will not be able to repay its debt to the
District.

EVALUATION AND RECOMMENDED ACTION:
Chancellor recommends approval.

 SOURCE OF FUNDS (AND FISCAL/BUDGETARY IMPACT):
None

OTHER DEPARTMENTS IMPACTED BY THIS ACTION (E.G. INFORMATION TECHNOLOGY): FINANCE
YES X No

WHO WILL BE PRESENTING THIS ITEM AT THE BOARD MEETING?
General Counsel Thuy Nguyen

Dip A BOARD STANDING COMMITTEE RECOMMEND THE ITEM?  YES No X
Ir “YES”, PLEASE INCLUDE THAT INFORMATION IN YOUR SUMMARY.



(*****Board contract approval is subject to negotiation and execution by the Chancellor.)

PLEASE ACOUIRE SIGNATURES IN THIS ORDER:

DOCUMENT PREPARED BY:

Prepared by: . Date:
Thuy Thi Nguyen, General Counsel

FINANCE DEPARTMENT REVIEW
Finance review required Finance review not required
If Finance review is required, determination is: Approved _ Not Approved

If not approved, please give reason:

Signature: Date:
Finance and Administration Approval

GENERAL COUNSEL (Legality and F ormat/adherence to Education Codes):
Legal review required ____Legal review not required
If Legal review is required, determination is: Approved Not Approved

‘Signature: ' Date:
Thuy T. Nguyen, General Counsel

CHANCELLOR’S OFFICE APPROVAL

Approved, and Place on Agenda - | Not Approved, but
Place on Agenda

Signature: ’M’{ . ﬁ izf—/ Date_: /&/6 / /zj

Wise Allen, Chanecellor




CITY or OAKLAND

LIONEL ). WILSON BUILDING » 150 FRANK H. OGAWA PLAZA, SUITE 5215 » OAKLAND, CA 94612

Finance and Management Agency (510) 238-2220
Joseph T. Yew, Jr. FAX (510) 238-2059
Finance Director/City Treasurer - September 8, 2010 TDD (510) 238-3254

Peralta Community College District
Financial Services

333 East 8th Street

Oakland, California 94606

Re:  MacArthur Transit Village
Subordination Request Relating io Proposed Bond Issue for the
Broadway/MacArthur/San Pablo Redevelopment Project Area of the
Redevelopment Agency of the City of Oakland

f.adies and Genﬁemenf

I am writing to you on behalf of the Redevelopment Agency of the City of Oakland (the
“Agency”). 'We are in the midst of an ongoing project to develop the MacArthur Transit Village,
a multi-use development of housing, parking for BART and related improvements. We are
preparing to issue bonds for the Agency’s contribution.

Pursuant to Section 33607.5(e) of the California Health and Safety Code (the “Code™).
Under Section 33607.5(e) of the Code, the Agency may, with a taxing entity’s approval (which
must be granted except as provided below), subordinate amounts (payable from tax increments
of a redevelopment project area) that the Agency is required to pay such faxing entity pursuant to
Section 33607.5 of the Code (the “Statutory Pass-through Payments™) to bonds, loans or ether
indebtédness issued or incurred by the Agency for the same project area. At this time, the
Agency is expecting to issue a series of bonds in the anticipated maximum principal amount of
$8,050,000, which will be in addition to $17,270,000 principal amount of bonds issued in 2006 -
(collectively, the “Bonds™), all secured by the Agency’s tax increment revenues from the
Agency’s Broadway/MacArthut/San Pablo Redevelopment Project Area (the “Project Area”).
By this letter, the Agency requests that the Peralta Community College District (the “District”)
agree to the subordination of Statutory Pass-through Payments that the Agency is required to pay
the District in commection with the Project Area to the Agency’s payment obligations for the

Bonds. |
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Peralta Community College District
September §, 2010
Page 2

The Agency is planning to issue the Bonds in December, 2010, in fiscal year 2010-11.
Enclosed for your review, pursuant to Section 33607.5(2)(e) of the Code, 1s a tax increment
revenue projection summary, which inchudes a debt service coverage analysis prepared by HdL
Coren & Cone (the “Consultant”). The 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
~ taxing entities for the Project Area. Additionally, the Agency may issue additional Bonds and
place the proceeds thereof in an escrow, the earnings on which will pay the debt service on such
Bonds. Such amounts will not be released for use by the Agency until there is sufficient
coverage to ensure the timely payment of debt service on the Bonds and the sufficiency of tax
increment to pay Statutory Pass-through Payments. '

For the benefit of the Agency’s records, please complete the attached Acknowledgement
and return’it to me by no later than Friday, Septémber 24, 2010. The signed Acknowledgement
can be faxed to (510) 238-2137 or sent by e-mail to KKasaine@oaklandnet.com.

Please note that, in accordance with Section 33607.5(¢)(3) of the Code, if the District
does not respond to the requested subordination within forty-five (45) days of this letter, the
subordination will be automatically deemed approved by the District and such approval shall be
final and conclusive. Furthermore, to disapprove this subordination, the District must find, based
on substantial evidence, that the Agency will not be able to pay the debt service on the Bonds
and the Statutory Pass-through Payments that it is required to pay the District. -

We would greatly appreciate your prompt response. Thank you in advance for your
cooperation in this matter, If you have any questions regarding this matter, please contact
Katano Kasaine, Treasury Manager of the Finance and Management Agency of the City of
Oakland, at (510) 238-2989.

Sincerely,

Redevelopment Agency of the City
of Oakland :

\Ageﬁcyﬂ%@r

ce: Dan Lindheim, City Administrator
Walter Cohen, Agency Director

Enclosure




ACKNOWLEDGEMENT

{Redevelopment Agency of the City of Oakland Broadway/Macarthur/San Pablo
Redevelopment Project Area)

In response to the request by Redevelopment Agency of the City of Oakland (the-
““Agency”) set forth in 2 letter dated September 8, 2010 from Joseph T. Yew, Jr., the Agency’s

Treasurer {the “Subordination Request”), to approve the Agency’s subordination of Statufory

Pass-through Payments, the Peralta Community College District (the “District”) hereby confirms

its approval of the subordination of the Agency’s obligation to pay Statutory Pass-through

Payments to the District in connection with the Broadway/MacArthur/San Pablo Redevelopment

Project Area to the Agency’s payment obligations for the Bonds. All capitalized terms used but

not defined in this Acknowledgement have the meaning ascribed to them in the Subordination

Request.

IN WITNESS WHEREOF, the undersigned has caused this Acknowledgement to be
signed by its authorized representative on this day of , 2010.

PERALTA COMMUNITY COLLEGE DISTRICT

By:

Name:

Title:
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