CITY COUNCIL AGENDA REPORT

MEETING DATE: FEBRUARY 7, 2006 ITEM NUMBER: Item Number

SUBJECT: CSCDA TEFRA HEARING

DATE: JANUARY 24, 2006

FROM: FINANCE DEPARTMENT /ADMINISTRATIVE
PRESENTATION MARC R. PUCKETT, DIRECTOR OF FINANCE
BY:

FOR FURTHER INFORMATION CONTACT: MARC R. PUCKETT, (714) 754-5243

RECOMMENDATION:

1) Adopt a resolution authorizing the appropriate City officials to enter into a joint
exercise of powers agreement with the CSCDA to allow the City to participate in the
economic development financing programs offered through the authority.

2) Hold Host Jurisdiction Public Hearing regarding the issuance of Tax Exempt
“Private Activity Bonds” pursuant to Section 147(f) of the Internal Revenue Code.

3) Adopt resolution approving the issuance of Multifamily Housing Revenue Bonds by
the California Statewide Communities Development Authority (CSCDA).

BACKGROUND:

At the Special City Council Meeting held on January 10, 2006, the City Council
authorized staff to prepare and send a letter to the Episcopal Housing Alliance (EHA) for
submittal to the United States Department of Housing and Urban Development (HUD),
regarding the preliminary City interest in providing financial assistance to extend the
income and affordability covenants on the St. John’s Manor Project for an additional 55
years. This action was the first step in working with the developer to ensure that the
St. John’s Manor Project remains an affordable senior citizen housing project.

St. John’s Manor is an existing, income-restricted, senior citizen apartment project. It was
developed in the mid-1980s utilizing the HUD Section 202 Affordable Housing Loan
Program (Section 202) that provided financing to non-profit developers and rental
assistance payments to the make the units affordable to very-low and low-income senior
citizens.

The total development cost for this project is approximately $5,050,000. A portion of the
development will be financed through the issuance of tax-exempt bonds in an amount
not to exceed $2,500,000. The tax-exempt bonds will be issued by CSCDA. The
Developer, Episcopal Housing Alliance, will be solely obligated for the repayment of the



tax-exempt revenue bonds. The City does not have any financial liability or obligations
with respect to the payment thereof. Neither the full faith and credit nor the taxing
power, if any, of the City, or any other political subdivision of the City, is pledged to the
payment of the principal of, premium, if any, purchase price or interest with respect to
the bonds. However, the City and Redevelopment Agency’s contribution to the project
will approximately amount to $1,237,026 of the total project costs.

In order to issue the tax-exempt revenue bonds, a public hearing is required under the
Tax and Equity Fiscal Responsibility Act of 1982 (TEFRA). Because the project is in the
City of Costa Mesa, the City is considered the host jurisdiction and must conduct a
TEFRA hearing in order for the project to move forward. The TEFRA hearing process is
a public accountability process involving the legislative body of the local agency in which
the proposed project is located. During such process, the legislative body conducts a
public hearing providing members of the community the opportunity to speak on behalf
of or against the nature and location of the proposed project. Notice of this hearing
must be published at least fourteen days prior to the date of the public hearing. The
hearing notice was published in the Orange County Register and the Daily Pilot.

Before the public hearing can be completed, City Council needs to consider and take
action on the resolution to become a member of the Authority’s Joint Powers
Agreement. The City is required to become a member of the CSCDA joint powers
authority in order for the TEFRA hearing to commence.

Once the City becomes a member of the authority and the public hearing is completed,
City Council will be asked to adopt a resolution approving of the issuance of tax-exempt
bonds for the financing of the St. John’s Manor project. Such approval is required for
compliance with federal tax laws under TEFRA, as well as Section 9 of the Authority’s
Amended and Restated Joint Powers Authority Agreement.

Each financing completed by the Authority has been structured so that the local agency
completing the TEFRA hearing process has no liability with respect to the issuance of
bonds or the repayment of any debt service relating to the bonds. More importantly, the
City is not a party to any of the financing documents relating to the issuance of the
bonds nor is it named in any of the disclosure documents describing the bonds or the
proposed financing.

ANALYSIS:

Section 147(f) of the Internal Revenue Code of 1986 requires that the borrower obtain
the approval of the governing body or chief elected representative of the state or local
government jurisdiction in which the financed facilities are to be located following a
public hearing in order to issue private activity bonds.

The City has no liability with respect to the issuance of the bonds or the repayment of
any debt service relating to the bonds. More importantly, the City is not a party to any of
the financing documents relating to the issuance of the bonds nor is it named in any of
the disclosure documents describing the bonds or the proposed financing.



ALTERNATIVES CONSIDERED:

The City of Costa Mesa could not choose to join the California Statewide Communities
Development Authority joint powers agreement thus preventing the TEFRA hearings
from commencing. Without the TEFRA hearings, the CSCDA would not be able to issue
tax-exempt revenue bonds and the St. John’s Manor rehabilitation project would not
commence unless the CSCDA were able to convince the Orange County Board of
Supervisors to hold the TEFRA hearing. Also, the City would be in jeopardy of losing
$350,000 in HOME CHDO funding.

FISCAL REVIEW:

1) There is no financial impact to the City for the conduct of the TEFRA hearing
regarding the issuance of the tax-exempt private activity revenue bonds for the St.
John’s Manor project. However, the City is expected to contribute approximately
$1,237,026 to this project. The source of these funds is the HOME CHDO funds in
the amount of $350,000; federal rental rehabilitation funds of $66,000 and the
remainder of funds coming from a combination of low income tax credits and tax-
exempt bonds based on FHA Section 223(f) insured mortgage loan. Funding for this
agreement is not included in the 2005-2006 fiscal year adopted budget.

2) There is no financial impact to City for joining the CSCDA joint powers agreement.

3) Costs of preparation and publication of the Notice of Public Hearing and resolution
was borne by the Borrower.

LEGAL REVIEW:

The City Attorney has reviewed this report and the attached resolution and has concluded
that the City Council has the legal authority to take the recommended action.

CONCLUSION:

In conclusion, staff recommends that the City Council;

1) Adopt a resolution authorizing the appropriate City officials to enter into a joint
exercise of powers agreement with the CSCDA to allow the City to participate in the
economic development financing programs offered through the authority.

2) Hold Host Jurisdiction Public Hearing regarding the issuance of Tax Exempt
“Private Activity Bonds” pursuant to Section 147(f) of the Internal Revenue Code.

3) Adopt resolution approving the issuance of Multifamily Housing Revenue Bonds by
the California Statewide Communities Development Authority (CSCDA).



Representatives of St. Joseph’s Manor and EHA will be available to answer any
questions regarding the Project. Feel free to contact me directly if you have questions
or need additional information.

COLLEEN O'DONOGHUE MARC R. PUCKETT
ASSISTANT FINANCE DIRECTOR FINANCE DIRECTOR

DISTRIBUTION:  Department Directors
Muriel Ullman, Housing Redevelopment Manager

ATTACHMENTS: 1 Resolution authorizing participation in
CSCDA’s JPA
2 JPA agreement between the City and
CSCDA
3 Notice of TEFRA Public Hearing

4 Resolution approving the issuance of
Multifamily Housing Revenue Bonds by
CSCDA



http://www.costamesaca.gov/ftp/council/agenda/2006/2006-02-07/Feb 7 - Attachment 1 - Reso Auth Participation.pdf
http://www.costamesaca.gov/ftp/council/agenda/2006/2006-02-07/Feb 7 - Attachment 1 - Reso Auth Participation.pdf
http://www.costamesaca.gov/ftp/council/agenda/2006/2006-02-07/Feb 7 - Attachment 2 - JPA agreement.pdf
http://www.costamesaca.gov/ftp/council/agenda/2006/2006-02-07/Feb 7 - Attachment 2 - JPA agreement.pdf
http://www.costamesaca.gov/ftp/council/agenda/2006/2006-02-07/Feb 7 - Attachment 3 - Notice of Public Hearing for TEFRA.pdf
http://www.costamesaca.gov/ftp/council/agenda/2006/2006-02-07/Feb 7 - Attachment 4 - Reso Appr the Issuance of Multifamily Hsg.pdf
http://www.costamesaca.gov/ftp/council/agenda/2006/2006-02-07/Feb 7 - Attachment 4 - Reso Appr the Issuance of Multifamily Hsg.pdf
http://www.costamesaca.gov/ftp/council/agenda/2006/2006-02-07/Feb 7 - Attachment 4 - Reso Appr the Issuance of Multifamily Hsg.pdf
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