BOARD OF SUPERVISORS Agenda Number:
AGENDA LETTER

Clerk of the Board of Supervisors
105 E. Anapamu Street, Suite 407
Santa Barbara, CA 93101
(805) 568-2240

Department Name: Auditor- Controller,
General Services,
Treasurer-Tax Collector

DepartmentNo.: (61, 063, 065
For Agenda Of: May 10, 2011
Placement: Departmental
Estimated Tme: 30 minutes
Continued Item: No

If Yes, date from:

Vote Required: Majority

TO:

FROM:

SUBJECT:

Board of Supervisors

Department
Director(s)

Contact Info:

Bob Geis, Auditor- Controller, 568-2100
Bob Nisbet, Director, General Services, 560-1011 - cug%‘ ol
Harry Hagen, Treasurer-Tax Collector-Public Administrator, 568-2490

Theo Fallati, Assistant Auditor Controller, 568-2100
Paddy Langlands, Assistant General Services Director, 568-3096
Kim Tesoro, Investment & Debt Officer, 568-2153

Presentation on the County’s use of Debt for Capital Projects and Proposed
Project Substitutions for Certificates of Participation issued in 2005 and 2010

Other Concurrence: Debt Advisory Committee

Recommended Actions:

That the Board of Supervisors consider the following recommendations:

a) Receive a presentation on the County’s historical and current use of debt to invest in capital
projects; and

b) Approve sending a letter to the California Debt Limit Allocation Committee (CDLAC)
(Attachment A) that requests permission to transfer previously issued Recovery Zone Economic
Development Bonds (RZEDBs) for the Betteravia Administration Buildings to the Public
Defender Remodel and the Emergency Operation Center project (EOC) with the remainder to be
spent on remodeling and expanding Betteravia Administration Building “D”. Upon approval
from CDLAC, authorize the transfer of RZEDBs as described in the letter; and

¢) Upon approval from CDLAC for Recommendation “b”, substitute and reallocate approximately
$2.8 million of the tax-exempt portion of the 2010 Certificates of Participation (COPs) issuance
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proceeds that was planned to be used for construction of the Public Defender Remodel project,
the EOC, and a new administration building at the Betteravia Campus to the Tajiguas Landfill
Liner project; and

d) Substitute and reallocate approximately $4.3 million of the unspent 2005 COP proceeds planned
to be used for the Sheriff Technical Services Building as follows: 1) approximately $1,825,000
to complete the land purchase for the proposed North County Jail; 2) approximately $1,175,000
to the Kitchen Sewer Replacement Project at the Main Jail in Goleta; 3) approximately
$1,100,000 to initiate Phase I of a project to replace the heating ventilation and air conditioning
equipment (HVAC) in the Santa Barbara Courthouse, and 4) approximately $200,000 to fund 1/3
of the cost to refurbish the Courthouse elevator; and

e) Approve the use of approximately $500,000 in unspent 2005 COPs project funds from the
Lompoc Fire/Sheriff Substation project and the Isla Vista Foot Patrol project for General Fund
debt service on the 2005 COPs in Fiscal Year 2011-12; and

f) Determine that the above actions are government funding mechanisms and/or fiscal activities
that are not a project under the California Environmental Quality Act (CEQA) pursuant to
section 15378(b)(4) of the CEQA Guidelines.

Summary Text:

The Board met on February 15™ and voted to not proceed with a new Betteravia Campus administration
building. Staff was directed to determine appropriate project substitutions for the COP and RZEDB
proceeds freed up by the decision.

The Debt Advisory Committee (DAC) met on March 31, 2011 and voted on recommendations to the
Board. Subsequent to the meeting, staff ascertained additional information which resulted in
modifications to recommendations “b” and “e” and are described in the Fiscal and Facilities Impacts
section.

Background/Discussion:

At the February 15, 2011 Board meeting, the Board requested that staff return with a comprehensive
presentation on the County’s historical and current use of debt for capital projects (see Attachments B
and C) including an explanation of some of the newer financing tools provided through the American
Recovery and Reinvestment Act of 2009.

Fiscal and Facilities Impacts:

Recommendation b — reallocate RZEDB funds available due to the decision to not proceed with
the new Betteravia building:

When the DAC discussed this item on March 31, 2011, staff was of the understanding that CDLAC had
approved a maximum allocation of RZEDBs of $6.25 million to the EOC, and $6.4 million to the Public
Defender Remodel. Subsequent to the DAC meeting, communication with bond counsel and CDLAC
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revealed that any reallocation of RZEDBs requires CDLAC approval. Therefore, with CDLAC
approval, the Public Defender Remodel’s scope of work could be increased by an additional $600,000
and the EOC’s scope of work could be increased by an additional $800,000 but still remain under the
CDLAC requested allocation amounts for each project (see Attachment D).

Several project variations for the use of these funds were presented to the DAC and they recommend the
following use of the RZEDBs:

Public Defender Remodel

New roof over the remodeled area $200,000
2/3 of the cost to refurbish the Courthouse elevator $400.,000
$600,000

Emergency Operations Center

Audio Visual Equipment . $250,000
Equipment for the Enhanced Computer Room $550,000
$800,000

CDLAC requires that the RZEDBs be used only for the construction of the County’s three pre-approved
projects. Recommendation “b” maximizes the Public Defender Remodel and EOC project allocations,
leaving $1.2 million of RZEDBs that must be spent on the Betteravia project. The DAC recommends
this amount be used to remodel the hearing room in Betteravia Building “D”, add 1,500 square feet to
this building to enlarge the lobby and hearing room, and purchase an emergency generator for the
building so it could function as an alternative EOC in the event that the primary EOC became
inoperable. This is a scaled down version of the originally approved Betteravia project which initially
included a new building and this remodel.

Recommendation ¢ — reallocate tax-exempt funds available due to the decision to not proceed with
the new Betteravia building:

Recommendation “c” allocates the tax-exempt portion of the bonds (approximately $2.8 million) to the
Tajiguas Landfill Liner project (see Attachment D). This project is estimated to cost $3.7 million and is
being funded by the Solid Waste Enterprise Fund. This reallocation would relieve the General Fund of
approximately $372 thousand in debt service every year for ten years. This recommendation is only
viable if CDLAC approves our request in Recommendation “b”.

Recommendations d and e — reallocate funds available from the 2005 COP issuance:

In 2005, COPs were issued for several capital projects, including approximately $4 million for the
Sheriff Technical Services Building, $5.3 million for the Lompoc Fire/Sheriff Substation, and $4.4
million for the Isla Vista Foot Patrol Substation (see Attachment E). The Sheriff Technical Services
Building was re-scoped to a 50-bed addition in the basement of the Main Jail and a remodel and addition
to the Sheriff’s Headquarters. The 50-bed addition is now complete. The remodel and addition to the
headquarters was designed and bid, but it is recommended that construction not proceed at this time due
to the challenging financial situation the County is in. Approximately $4.3 million of unspent proceeds
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is available to allocate to other needed projects. The DAC recommended that these proceeds be re-
allocated as follows:

Approximately $1,825,000 to complete the purchase of the land for the North County Jail
Approximately $1,175,000 to the Kitchen Sewer Replacement Project at the Main Jail in Goleta
Approximately $1,100,000 to the HVAC Replacement Project at the Santa Barbara Courthouse
Approximately $200,000 to fund 1/3 of the cost to refurbish the Courthouse elevator

® & & o

The Lompoc Fire/Sheriff Substation and the Isla Vista Foot Patrol building are complete but
approximately $408,000 and $92,000, respectively, are remaining in the project funds. The DAC
recommended that these funds be allocated to the Tajiguas Landfill Liner project. However, after
consultation with bond counsel, staff has determined that this solution would create complex issues and
that it would be more practical to use these funds to pay General Fund debt service. This will allow the
General Fund to save $500,000 of FY 2011-12 debt service appropriations for the 2005 COPs.

Attachments:

Letter to CDLAC

Historic use of Debt

Debt Payment Schedule by Project
RZEDB Summary Sheet

Project Funding

moQwy

Special Instructions:

Please send a copy of the minute order to the following:

Bob Geis, Auditor-Controller
Bob Nisbet, Director, General Services
Harry Hagen, Treasurer-Tax Collector-Public Administrator



ATTACHMENT A

HARRY E. HAGEN, CPA INVESTMENT AND DEBT
Treasurer — Tax Collector
Public Administrator — Public Guardian 105 E. Anapamu Street, Room 109

Santa Barbara, CA 93101-2062
Telephone: (805) 568-2490

805) 568-2488
Kim Tesoro, CPA Faoc: (803)

Investment & Debt Officer
Mailing Address:
Post Office Box 579
Santa Barhara, CA 83102-0579
May 10, 2011

Mr. Sean L. Spear

Executive Director

California Debt Limit Allocation Commitiee
915 Capitol Mall, Room 311

Sacramento, CA 95814

{(916) 653-3255

Fax: (916) 653-6827

Re: Request for transfer of Recovery Zone Economic Development Bond proceeds

Dear Mr. Spear,

This letter from the County of Santa Barbara {the County) is intended to request permission from you
as Executive Director of the California Debt Limit Allocation Commiittee (CDLAC) to transfer some of
the proceeds from the sale of Recovery Zone Economic Development Bonds (RZEDBs) from one of
our three previously approved projects to our other two previously approved projects. The reallocation
is requested pursuant to Section 5 of CDLAC resolution ARRA-2.

In response to an application submitted by the County, CDLAC awarded the County three RZEDB
allocations for the following projects and amounts on March 24, 2010:

Betteravia Administration Buildings ARRA -2 $ 6,300,000
Santa Barbara Historic Courthouse Public Defender | ARRA-3 $ 6,400,000
Remodel Project

Emergency Operations Center Project ARRA -1 $ 6,250,000
The bonds offered in connection with this allocation were sold on June 2, 2010 and the following bonds
were issued:

Project CDLAC Resolution Amount Issued
Betteravia Administration Buildings ARRA-2 $ 5,325,000
Santa Barbara Historic Courthouse Public Defender | ARRA -3 $4,875,000
Remodel Project

Emergency Operations Center Project ARRA -1 $ 4,735,000

Our request is to transfer a portion of the bond proceeds from the Betteravia Administration Buildings
project to the remaining two previously approved projects up to the original allocated amounts:

Proie ) £\ Roso 0 Reale edd

Betteravia Administration Buildings ARRA-2 $ 2,285,000
Santa Barbara Historic Courthouse Public Defender | ARRA-3 $ 6,400,000
Remodel Project
Emergency Operations Center Project ARRA -1 $ 6,250,000
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In the time since this allocation was awarded by CDLAC, the County has experienced legislative
turnover in the County Board of Supervisors, a significant downtumn in the regional economy that has
affected the County's revenues, and the construction bids for the new building component of the
Betteravia Administration Buildings project have come in higher than expected. As a result of these
significant changes, our Board of Supervisors has shifted its focus away from expending resources on
assets used for administration services and towards assets used for essential direct service delivery
like the Emergency Operations Center and the Public Defender facility remodel.

We are not abandoning the Betteravia Administration project, but simply downsizing the project by not
building the new administration building component of the project. We will continue with the
rehabllitation, remodel and expansion of the existing adminisiration building component of the original
project.

We originally issued RZEDBs below our original allocations per project because we intended to use
other financing sources to make up the difference between the project cost and the issuance amounts.
The reallocation will allow us to fully utilize the RZEDBs that we have already issued on the projects
that have prior CDLAC approval. In fact, one of the projects is very close to completion and the other is
well into construction. The approval of this transfer would prevent the County from having to call or
redeem a portion of these bonds at a substantial premium.

Thank you in advance for considering this request, we will follow up with you shortly to ensure that any

questions you may have are promplly addressed or if you need any additional information, we can
provide it to you.

Sincerely,
‘ "‘E <. )
Harry E."Hagen
Santa Barbara County Treasurer-Tax Collector

C: Misti Armstrong, CDLAC
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ATTACHMENT D

Recovery Zone Economic Development Bonds (RZEDBs)
& Tax Exempt Certificates of Participation (COP) Analysis

April 2011

RZEDB Project Funds Proposed/Requested Reallocation

Description

RZEDB - Par
Original Issue Discount
Debt Reserve
Costs of Issuance
Net Proceeds

Costs Incurred/Projected
Total Remaining

Tax Exempt Certificates of Participation (COP)

Description

Tax Exempt COP - Par

Debt Reserve COP
Issuance Costs COP
Premium COP

Net Proceeds

Costs Incurred/Projected
Total Remaining

Public
Defender Betteravia EOC Total
6,400,000 2,285,000 6,250,000 14,935,000
(63,351) (22,618) (61,866) (147,835)
(275,171) (573,507) (278,846) (1,127,524)
(79,138) (28,255) (77,283) (184,675)
5,982,341 1,660,620 5,832,005 13,474,966
(5,381,151) (454,000) (5,030,152) (10,865,303)
601,190 1,206,620 801,853 2,609,663

Public
Defender Betteravia EOC Landfill Liner Total
345,812 66,194 468,347 2,824,648 3,705,000
(18,221) (6,074) (30,368) (249,015) (303,677)
(2,636) (879) (4,394) (36,027) (43,935)

16,659 5,553 27,765 227,671 277,647

341,614 64,795 461,350 2,767,276 3,635,035
(341,614) (64,795) (461,350) (2,767,276) (3,635,035)
0 0 0 0 0
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