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Quality and Productivity Commission

29" Annual Productivity and Quality Awards Program
Champions of Change: Together We Make a Difference

2015 APPLICATION

Title of Project (Limited to 50 characters, including spaces, using Arial 12 point font):
NAME OF PROJECT: REDEVELOPMENT BOND REFUNDING PROGRAM

DATE OF IMPLEMENTATION/ADOPTION: JANUARY 23, 2013
(Must have been implemented at least one year - on or before July 1, 2014)

PROJECT STATUS: _X_0Ongoing One-time only

HAS YOUR DEPARTMENT PREVIOUSLY

SUBMITTED THIS PROJECT? Yes X No

EXECUTIVE SUMMARY: Describe the project in 15_lines_or less using Arial 12 point font. State clearly and concisely what

difference the project has made.

The Treasurer and Tax Collector formed its Redevelopment Bond Refunding Program
(Program) in January 2013 as a response to State legislation that permanently
dissolved redevelopment agencies (RDAs). Since their formation in 1945, RDAs grew
substantially in size and claimed over $4 billion of annual property tax revenue by 2011.
To leverage this revenue stream, the former RDAs also issued more than $15 billion of
long-term bonds. Following dissolution, however, it was widely assumed that none of
this debt would ever be considered eligible for a potential refinancing. Moody's promptly
downgraded all ratings on redevelopment credits and any bond refunding seemed out of
the question. The Treasurer was undeterred by this consensus view and formed its
program to assist the former RDAs in refinancing outstanding bonds. Since its inception,
the Program has refunded $620 million of bonds on behalf of nine former RDAs. These
refundings will provide local taxing entities (including the County) with $166 million of
new property tax revenue that otherwise would have gone to Wall Street bond investors.
Moreover, the Program has served as a model throughout California and helped spur
more than $4 billion of redevelopment bond refundings over the past two years.

{1) (2) ) {(1}+(2)+(3)= SERVICE
ACTUAL/ESTIMATED ACTUAUESTIMATED ACTUAUESTIMATED TotaL ANNUAL ENHANCEMENT
ANNUAL CosT ANNUAL COST SAVINGS ANNUAL REVENUE ACTUAL/ESTIMATED PROJECT
AVOIDANCE BENEFIT []
$N/A SN/A $4,000,000 $4,000,000
ANNUAL =12 MONTHS ONLY
SUBMITTING DEPARTMENT NAME AND COMPLETE ADDRESS TELEPHONE NUMBER
Treasurer and Tax Collector (213) 974-2101

500 West Temple Street, Room 432
Los Angeles, CA 90012

PROGRAM MANAGER'S NAME TELEPHONE NUMBER
Douglas S. Baron (213) 974-8359
EMAIL
dbaron@ttc.lacounty.gov
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Thomas Ivey M/\, 07/15M15 (213) 974-7677
EmAIL

tivey@ttc.lacounty.gov
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Ftle of Project (Limited to 50 characters, including spaces, using Arial 12 point font):

NAME OF PROJECT: REDEVELOPMENT BOND REFUNDING PROGRAM

1%t FACT SHEET — LIMITED TO 3 PAGES ONLY: Describe the Challenge, Solution, and
Benefits of the project. State clearly and concisely what difference the project has
made.

CHALLENGE

On June 27, 2011, Governor Edmund G. Brown, Jr. signed legislation that resulted in
the permanent dissolution of RDAs in California. It is estimated that the more than 400
RDAs in the State had in excess of $10 billion of long-term bonds still outstanding as of
June 2011. In Los Angeles County alone, the former RDAs issued more than 285
series of bonds that had an outstanding par amount of approximately $3.4 billion at the
time of dissolution. The majority of these debt obligations were issued as tax allocation
bonds and carried interest rates that significantly exceeded the rates that could be
obtained in the current bond market. Even if only a portion of the $10 billion of bonds
were refunded, the Treasurer and Tax Collector (Treasurer) estimated that savings to
local taxing entities could potentially exceed $2 billion.

The problem that existed following dissolution was that the Successor Agencies (SAs)
to the former RDAs were left with no incentive to refinance their outstanding debt. The
former RDAs had issued municipal bonds to fund redevelopment and housing projects,
and would normally have sought to refinance these obligations during a lower interest
rate environment. A refinancing would have provided savings to the former RDAs that
could then be used to fund additional projects. Yet in the aftermath of dissolution, no
new projects could be initiated and the savings would only benefit the local taxing
entities. Even in those circumstances where the savings might benefit the city that
sponsored the former RDA, motivation to pursue a refunding remained very limited.
The former RDAs had been established for the purpose of managing redevelopment
projects, and this was no longer an option available to them.

The Treasurer recognized this problem and saw the need to address the issue within
Los Angeles County. As home to 71 of the 400 RDAs in California, the County could
serve as a model for the rest of the State. The challenge was to establish a county-
wide program that would make refinancing as simple as possible for the SAs, and to
encourage refundings both within and outside of the Program. In Los Angeles County,
SAs would have the opportunity to pursue a refinancing either through the Program or
to initiate a refunding on a stand-alone basis. Outside of Los Angeles County, it was
hoped that SAs would see the financial benefit that refundings give to local taxing
entities and would take measures to emulate the refunding activity witnessed in the
Los Angeles area. The goal was to reduce future bond payments and return property
tax revenue to cities, counties, school districts and the State of California.

The potential for significant additional revenue to the County General Fund was a
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major impetus to forming a countywide refunding program. Yet the Treasurer
recognized that no refundings would be possible without the voluntary participation of
the cities that now governed the former RDAs. The Treasurer's foremost objective in
structuring its program was to make the refundings as simple as possible for the SAs
and to minimize the amount of time and effort required of these agencies. Most of the
SAs were operating with a "skeleton" staff following dissolution and would have
difficulty managing a stand-alone refunding. The Program would assist with the entire
refunding process and then seek to manage the majority of post-issuance tasks after
the bonds were sold. Most importantly, all of these tasks would be provided to the SAs
at absolutely no cost. The County's reward for the Program would be the additional
property tax revenue received by the General Fund and County Special Districts (e.g.,
Fire, Flood and Library Districts). There would be no attempt to collect fees for the
time and effort of the County and its staff.

Following an examination of the tax allocation bonds issued by former RDAs in the
County, the Treasurer identified approximately 250 bond series that had their initial
redemption dates between 2013 and 2021. Through a program of annual refundings,
the Treasurer's goal was to refinance as many of these obligations as possible over a
period of 10 years. The total amount of bonds that could potentially be refunded was
estimated at approximately $3 billion, and the potential savings to local taxing agencies
in excess of $500 million. The County General Fund would be one of the largest
beneficiaries of this savings and could receive close to $150 million of additional
property tax revenue as a result of lower bond payments. Other beneficiaries of the
savings would include the State, local school districts, cities, and special districts. All
savings recognized by these parties would be spread over a period of 10-20 years as
the refunding bonds approach their final maturity.

SOLUTION

Beginning in February 2013, the Treasurer made a substantial effort in marketing the
Program to the cities and SAs. In May 2013, the County successfully held a Webinar
in which Treasurer staff along with members of the Program financing team provided
an overview of the Program and answered questions related to the refunding of tax
allocation bonds. In July 2013, County staff met with the California State Department of
Finance (DOF) in Sacramento to introduce the Program and establish a long-term
relationship that would be beneficial to both parties. By law, the DOF provides the final
approval on all refunding transactions post-dissolution and would be a critical partner
for the County going forward.

In December 2013, the Program issued its inaugural series of bonds and sold
approximately $145 million of tax allocation revenue refunding bonds to the capital
markets (the “2013 Refunding Bonds”). Gross savings from this sale were greater than
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$33 million. The final structure of the 2013 Refunding Bonds was highly complex and
included two series of taxable bonds and four series of tax-exempt bonds issued on
behaif of seven different SAs and 13 separate redevelopment project areas.
Participating in this first bond issuance were the former RDAs of the cities of Alhambra,
Claremont, Covina, Los Angeles, Lynwood, Monterey Park, and West Hollywood.

During the 18 months that followed the December 2013 bond sale, the Program
remained highly active and issued seven additional series of bonds for the benefit of
five SAs within the County (three of which had already participated in the Program).
These included SAs to the former RDAs of the cities of Claremont, Covina, Long
Beach, Los Angeles and South Gate. The bonds issued in 2014 and 2015 were also
highly complex in structure and benefitted materially from the County's management of
the refundings. For example, Standard & Poor's gave multi-notch credit upgrades to
the majority of bonds issued through the Program and cited the County’s involvement
as one of its three most important rating factors. The improved ratings, combined with
the County's marketing efforts, resulted in highly successful bond pricings throughout
2014 and 2015. Total debt service savings from these refundings were in excess of
$133 million, bringing gross savings for the Program to approximately $166 million.

BENEFIT

The debt service savings provided through the Program directly benefit each of the
local taxing entities that receives a share of the ad valorem property tax associated
with these jurisdictions. By reducing future principal and interest payments on
outstanding tax allocation bonds, the SAs that participated in the Program will have a
smaller claim on tax increment revenues collected by the County. The result is
increased property tax distributions to both the County and the local taxing entities.
The cities acting as successor agencies benefit from their individual refundings and
receive up to 24% of the additional property tax revenue. The County and its special
districts are principal beneficiaries of the debt service savings and can be expected to
receive approximately 30% (or $50 million) of the $166 million of additional property tax
revenue generated by the Program.

The greatest success of the Program is perhaps not to be found in the figures
referenced above, but in the refunding activity that has resulted from the County's
highly visible role in redevelopment bonds. It is not an overstatement to conclude that
the County Program revitalized the market for tax allocation bond credits following
dissolution. Since the County first announced its program through a webinar in May
2013, there have been over 100 bond sales and more than $4 billion of tax allocation
refunding bonds sold in California. It is estimated that local taxing entities throughout
the State will realize in excess of $1 billion of additional revenue as a result of this
refunding activity.
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LINKAGE TO THE COUNTY STRATEGIC PLAN (DETAIL 1S REQUIRED FOR COUNTY
DEPARTMENTS): Use Arial 12 point font

The Redevelopment Bond Refunding Program supports Strategic Plan Goal #1:
Operational Effectiveness/Fiscal Sustainability through collaborative actions between
the County and local agencies to refinance outstanding bonds and secure additional
property tax revenue for State and local government. The Treasurer's ability to
deliver on this goal has been recognized both within the County as well as by various
outside organizations. In November 2014, the Program's inaugural financing was
recognized by The Bond Buyer newspaper as the 2014 Deal of the Year for the Far
West Region of the United States. In June 2015, the National Association of
Counties {(NACo) named the Program as its national Best of Category winner in the
category of Financial Management. In this latter award, the Program was one of 30
applications submitted to NACo (for various different categories) by the County of Los
Angeles. It was the only one to be recognized as a national Best of Category winner.

The success of the Program can be attributed both to its innovative structure and the
Treasurer's ability to collaborate with cities located within the County. On this latter
point, Treasurer staff worked continuously to build and foster trust among the cities
that manage the SAs. Because individual cities receive very different shares of the
ad valorem property tax (ranging from 4% to 24%), not all SAs were going to be
motivated by pure economic gain. The Treasurer sought to emphasize the public
purpose of the Program and its commitment to shifting revenues from Wall Street
bondholders back to local government. To be successful, the SAs and cities needed
to view the County as a reliable partner that would refrain from putting its own
interests ahead of other public benefits.

The completion of a tax allocation bond refunding is a work-intensive process and
requires coordination among the many members of a financing team. Even with the
assistance of County staff in all areas of the refunding, there remained certain tasks
that required active participation by the individual SAs. To help compensate for this
requirement, the Treasurer emphasized that all SA staff time would be reimbursed
with bond proceeds and that the County would never charge a penny for its services.
Furthermore, the Treasurer would not only assist with the actual bond refundings, but
would manage all debt service payments and continuing disclosure obligations once
the bonds were sold. By including these services at no cost, the County earned the
trust of SAs throughout the County and built a true partnership with local cities. Inno
other part of California was a county offering this type of program, and in no other
county were cities given the opportunity to refinance SA debt without any direct
expenditure. This ability to create positive relationships with local cities led to many
repeat participants in the Program and has helped ensure its future success.
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Title of Project {Limited to 50 characters, including spaces, using Arial 12 point font):
NAME OF PROJECT: REDEVELOPMENT BOND REFUNDING PROGRAM

CosT AVOIDANCE, COST SAVINGS, AND REVENUE GENERATED (ESTIMATED BENEFIT): If you are claiming

cost benefits, include a calculation on this page. You must include an explanation of the County cost
savings, cost avoidance or new revenue that matches the numbers in the box. Remember to keep
your supporting documentation. Use Ariat 12 point font

Cost Avoidance: Costs that are eliminated or not incurred as a result of program outcomes,
Cost Savings: A reduction or lessening of expenditures as a result of program outcomes.
Revenue: Increases in exisling revenue streams or new revenue sources fo the County as a result of program outcomes.

M (2 (3) N +@)+3) SERVICE
ACTUAL/ESTIMATED ACTUAL/ESTIMATED ACTUAL/ESTIMATED TOTAL ANNUAL ENHANCEMENT
ANNUAL CosT ANNUAL CoST SAVINGS ANNUAL REVENUE ACTUAU/ESTIMATED PROJECT
AVOIDANCE BENEFIT
$N/A $SN/A $4,000,000 $4,000,000 I:I

The debt service savings provided through the Program serves to increase property tax
distributions to the County, State, and various local taxing entities. The County and its
special districts are expected to receive approximately 30% of the $166 million of
additional property tax revenue generated thus far by the Program. This percentage
translates to roughly $50 million of new revenue to the County over the life of the
various refunding bonds. The estimated annual revenue increase of $4 million {cited
above) is a conservative figure in that it is derived solely from those bond refundings
completed prior to the submittal of this application. Specifically, the $4 million is
calculated as follows:

Maximum Annual Debt Service County Share
Pre-Refunding Post-Refunding Total Savings (estimated at 30%)
$68,199,960 $54,786,046 $13,413,914 $4,024,174

As shown above, the estimated annual revenue increase of $4 million reflects only the
benefit that will accrue directly to the County. It does not include the roughly $9.4
million of annual revenue that is to be received by the other direct beneficiaries of the
Program. Furthermore, it does not take into account the $4 billion of redevelopment
bond refundings completed statewide over the past two years. If all such bond
refundings were tabulated, the total benefit to State and local government in California
is projected at more than $1 billion. The County can rightfully take credit for much of
this benefit as it was the Treasurer's Program that helped fuel a tremendous rally in the
market for redevelopment bond credits. Once market participants recognized that
refundings were viable in a post-dissolution environment, former RDAs throughout the
State began capitalizing on low interest rates and issuing their own tax allocation
refunding bonds.
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