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MATURITY SCHEDULE 
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2015 TAX ALLOCATION REFUNDING BONDS  
(REDEVELOPMENT PROJECT AREA NO. 1) 

 
Maturity Date 
(September 1) 

Principal 
Amount 

Interest 
Rate 

 
Yield 

 
Price 

CUSIP† 
(Base 601649) 

2015 $7,375,000 2.000% 0.200% 100.814 AA4 
2016 6,045,000 3.000 0.420 103.732 AB2 
2017 6,225,000 4.000 0.690 108.036 AC0 
2018 6,475,000 4.000 0.980 110.227 AD8 
2019 6,735,000 5.000 1.180 116.522 AE6 
2020 7,070,000 5.000 1.450 118.546 AF3 
2021 7,425,000 5.000 1.640 120.493 AG1 
2022 7,800,000 5.000 1.950 121.060 AH9 
2023 8,185,000 5.000 2.110 122.265 AJ5 
2024 8,595,000 5.000 2.340 122.439 AK2 
2025 9,025,000 5.000 2.510 122.767 AL0 
2026 9,475,000 5.000 2.730 120.520 C AM8 
2027 9,950,000 5.000 2.830 119.515 C AN6 
2028 6,255,000 5.000 2.980 118.026 C AP1 
2029 6,565,000 5.000 3.030 117.535 C AQ9 
2030 6,895,000 5.000 3.080 117.046 C AR7 
2031 3,755,000 5.000 3.130 116.560 C AS5 
2032 3,940,000 5.000 3.180 116.076 C AT3 

   
C: Priced to the first optional redemption date at par of September 1, 2025. 
†  Copyright 2015, CUSIP Global Services, and a registered trademark of the American Bankers Association.  CUSIP data is 
provided by CUSIP Global Services, which is managed on behalf of American Bankers Association by S&P Capital IQ.  Neither the 
Successor Agency nor the Underwriters assume any responsibility for the accuracy of the CUSIP data. 
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GENERAL INFORMATION ABOUT THIS OFFICIAL STATEMENT 
 

No Offering May Be Made Except by this Official Statement.  No dealer, broker, salesperson or other person has 
been authorized to give any information or to make any representations with respect to the 2015 Bonds other than as 
contained in this Official Statement, and if given or made, such other information or representation must not be relied 
upon as having been authorized.   
 
No Unlawful Offers or Solicitations.  This Official Statement does not constitute an offer to sell or the solicitation of 
an offer to buy in any state in which such offer or solicitation is not authorized or in which the person making such 
offer or solicitation is not qualified to do so or to any person to whom it is unlawful to make such offer or solicitation.  
 
Effective Date.  This Official Statement speaks only as of its date, and the information and expressions of opinion 
contained in this Official Statement are subject to change without notice.  Neither the delivery of this Official 
Statement nor any sale of the 2015 Bonds will, under any circumstances, create any implication that there has been 
no change in the affairs of the Successor Agency or the Project Area since the date of this Official Statement.   
 
Use of this Official Statement.  This Official Statement is submitted in connection with the sale of the 2015 Bonds 
referred to in this Official Statement and may not be reproduced or used, in whole or in part, for any other purpose.  
This Official Statement is not a contract with the purchasers of the 2015 Bonds.   
 
Preparation of this Official Statement.  The information contained in this Official Statement has been obtained from 
sources that are believed to be reliable, but this information is not guaranteed as to accuracy or completeness.   
 
The Underwriters have provided the following sentence for inclusion in this Official Statement:  The Underwriters 
have reviewed the information in this Official Statement in accordance with, and as part of, its responsibilities to 
investors under the federal securities laws as applied to the facts and circumstances of this transaction, but the 
Underwriters do not guarantee the accuracy or completeness of such information. 
 
Document References and Summaries.  All references to and summaries of the Indenture or other documents 
contained in this Official Statement are subject to the provisions of those documents and do not purport to be 
complete statements of those documents. 
 
Stabilization of and Changes to Offering Prices.  The Underwriters may overallot or take other steps that stabilize 
or maintain the market price of the 2015 Bonds at a level above that which might otherwise prevail in the open 
market.  If commenced, the Underwriters may discontinue such market stabilization at any time.  The Underwriters 
may offer and sell the 2015 Bonds to certain dealers, dealer banks and banks acting as agent at prices lower than the 
public offering prices stated on the cover page of this Official Statement, and those public offering prices may be 
changed from time to time by the Underwriters.  
 
Bonds are Exempt from Securities Laws Registration.  The issuance and sale of the 2015 Bonds have not been 
registered under the Securities Act of 1933, as amended, or the Securities Exchange Act of 1934, as amended, in 
reliance upon exemptions for the issuance and sale of municipal securities provided under Section 3(a)(2) of the 
Securities Act of 1933 and Section 3(a)(12) of the Securities Exchange Act of 1934. 
 
Estimates and Projections.  Certain statements included or incorporated by reference in this Official Statement 
constitute “forward-looking statements” within the meaning of the United States Private Securities Litigation Reform 
Act of 1995, Section 21E of the United States Securities Exchange Act of 1934, as amended, and Section 27A of the 
United States Securities Act of 1933, as amended.  Such statements are generally identifiable by the terminology 
used such as “plan,” “expect,” “estimate,” “budget” or other similar words.  
 
THE ACHIEVEMENT OF CERTAIN RESULTS OR OTHER EXPECTATIONS CONTAINED IN SUCH FORWARD-
LOOKING STATEMENTS INVOLVE KNOWN AND UNKNOWN RISKS, UNCERTAINTIES AND OTHER FACTORS 
WHICH MAY CAUSE ACTUAL RESULTS, PERFORMANCE OR ACHIEVEMENTS DESCRIBED TO BE 
MATERIALLY DIFFERENT FROM ANY FUTURE RESULTS, PERFORMANCE OR ACHIEVEMENTS EXPRESSED 
OR IMPLIED BY SUCH FORWARD-LOOKING STATEMENTS.  THE SUCCESSOR AGENCY DOES NOT PLAN TO 
ISSUE ANY UPDATES OR REVISIONS TO THOSE FORWARD-LOOKING STATEMENTS IF OR WHEN ITS 
EXPECTATIONS, OR EVENTS, CONDITIONS OR CIRCUMSTANCES ON WHICH SUCH STATEMENTS ARE 
BASED OCCUR. 
 
Website.  The City maintains an Internet website, but the information on the website is not incorporated in this Official 
Statement. 
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OFFICIAL STATEMENT 
   

 
 

$127,790,000 
SUCCESSOR AGENCY TO THE FORMER MILPITAS REDEVELOPMENT AGENCY 

2015 TAX ALLOCATION REFUNDING BONDS 
(REDEVELOPMENT PROJECT AREA NO. 1) 

 
 

This Official Statement, including the cover page, is provided to furnish information in 
connection with the sale by the Successor Agency to the Former Milpitas Redevelopment 
Agency (the “Successor Agency”) of the captioned bonds (the “2015 Bonds”).  
 

INTRODUCTION 
 

This introduction is not a summary of this Official Statement. It is only a brief description 
and guide to, and is qualified by, the more complete and detailed information contained in the 
entire Official Statement including the cover page and the appendices, and the documents 
summarized or described herein. A full review should be made of the entire Official Statement. 
The offering of the 2015 Bonds to potential investors is made only by means of the entire 
Official Statement.  
 
Authority and Use of Proceeds 
 

The Successor Agency is issuing the 2015 Bonds pursuant to authority granted by  
Part 1 (commencing with Section 33000) and Part 1.85 of Division 24 (commencing with Section 
34170) of the California Health and Safety Code (the “Law”), Article 11 (commencing with 
Section 53580) of Chapter 3 of Part 1 of Division 2 of Title 5 of the Government Code of the 
State of California (the “Refunding Law”), and an Indenture of Trust dated as of March 1, 2015 
(the “Indenture”) by and between the Successor Agency and U.S. Bank National Association, 
as trustee (the “Trustee”).  See “THE 2015 BONDS – Authority for Issuance.” 

 
The Successor Agency is issuing the 2015 Bonds in order to defease and redeem the 

outstanding Milpitas Redevelopment Agency Redevelopment Project Area No. 1 2003 Tax 
Allocation Bonds (the “Prior Bonds”) issued by the Milpitas Redevelopment Agency (the 
“Former Agency”). The proceeds of the Prior Bonds were used to finance or refinance 
redevelopment activities in the Project Area (as defined below). 

 
Proceeds of the 2015 Bonds will also be used to establish a debt service reserve 

account and pay the costs of issuing the 2015 Bonds. 
 
The City and the Successor Agency 
 

The City and the County.  The City of Milpitas (the “City”) is located in the County of 
Santa Clara (the “County”).  The City covers approximately 13.5 square miles and is located 45 
miles south of San Francisco, and is adjacent to the City of San Jose in the northern part of the 
County.  The City's estimated population at January 1, 2014 was approximately 70,100.  The 
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City was incorporated in 1954 as a general law city.  It is administered by a Council-Manager 
form of government.  There are four City Council members who are elected at-large for 
staggered four –year terms, and the Mayor is selected every two years in a separate citywide 
election.  For certain information regarding the City, see “APPENDIX G - CITY OF MILPITAS 
AND SANTA CLARA COUNTY GENERAL INFORMATION.” The 2015 Bonds are not an 
obligation of the City or the County.   

 
Former Agency.  The Successor Agency is the successor entity to the Former Agency, 

which was dissolved under the Dissolution Act (described below).  The Former Agency was a 
redevelopment agency with all of the powers vested in such entities under the Community 
Redevelopment Law (the “Redevelopment Law”). The City Council of the City (the “City 
Council”) was the legislative body of the Former Agency and is the governing board of the 
Successor Agency. 

 
Dissolution Act.  On June 29, 2011, Assembly Bill No. 26 (“AB 1X 26”) was enacted 

together with a companion bill, Assembly Bill No. 27 (“AB 1X 27”). The provisions of AB 1X 26 
provided for the dissolution of all redevelopment agencies statewide as of February 1, 2012. 
The provisions of AB 1X 27 permitted redevelopment agencies to avoid such dissolution by the 
payment of certain amounts.  A lawsuit was brought in the California Supreme Court, California 
Redevelopment Association, et al., v. Matosantos, et al., 53 Cal. 4th 231 (Cal. Dec. 29, 2011), 
challenging the constitutionality of AB 1X 26 and AB 1X 27.  The California Supreme Court 
largely upheld AB 1X 26, invalidated AB 1X 27, and held that AB 1X 26 may be severed from 
AB 1X 27 and enforced independently.  As a result of AB 1X 26 and the decision of the 
California Supreme Court in the California Redevelopment Association case, as of February 1, 
2012, all redevelopment agencies in the State were dissolved, including the Former Agency, 
and successor agencies were designated as successor entities to the former redevelopment 
agencies to expeditiously wind down the affairs of the former redevelopment agencies. 

 
The primary provisions enacted by AB 1X 26 relating to the dissolution and wind down of 

former redevelopment agency affairs are found in Parts 1.8 (commencing with Section 34161) 
and 1.85 (commencing with Section 34170) of Division 24 of the Health and Safety Code of the 
State, as amended on June 27, 2012 by Assembly Bill No. 1484 (“AB 1484”), enacted as 
Chapter 26, Statutes of 2012.  The provisions of Part 1.85 are referred to in this Official 
Statement as the “Dissolution Act.” 
 

Successor Agency. Pursuant to Section 34173 of the Dissolution Act, the City acts as 
the Successor Agency to the Former Agency.  Subdivision (g) of Section 34173 of the 
Dissolution Act, added by AB 1484, expressly affirms that the Successor Agency is a separate 
public and legal entity from the City, that the two entities shall not merge, and that the liabilities 
of the Former Agency will not be transferred to the City nor will the assets of the Former Agency 
become assets of the City. 

 
The Redevelopment Plan and the Project Area 
 

Redevelopment Plan. The City Council established Project Area No. 1 (the “Original 
Area”) and approved the Preliminary Plan for Project Area No. 1 (the “Original Redevelopment 
Plan”) pursuant to Ordinance No. 192, adopted on September 21, 1976.  Since its adoption, the 
Original Redevelopment Plan has been amended several times, including, in 2003, when it was 
amended and restated by the Amended and Restated Redevelopment Plan for the Milpitas 
Redevelopment Project Area No. 1 (the “Amended and Restated Redevelopment Plan”) 
approved by the City Council on June 17, 2003 pursuant to Ordinance No. 192.14.  The 



 

 
-3-  

Amended and Restated Redevelopment Plan has been amended several times since its 
adoption and, as so amended, is referred to in this Official Statement as, the “Redevelopment 
Plan”).   
 

In 1993, the City Council established the Former Agency’s second redevelopment 
project area, the Great Mall Redevelopment Project (the “Great Mall Project Area”) and 
approved the Redevelopment Plan for the Great Mall Redevelopment Project (as amended from 
time to time, the “Great Mall Redevelopment Plan”) pursuant to Ordinance No. 192.8, adopted 
on November 3, 1993.  The Great Mall Redevelopment Plan does not provide for the use of tax 
increment revenues to finance redevelopment activities within the Great Mall Project Area and 
therefore does not generate any tax increment revenues. 
 

In 2006, the Amended and Restated Redevelopment Plan was amended to merge the 
Project Area with the Great Mall Project Area to permit tax increment revenues from the Project 
Area to be used for redevelopment activities in the Great Mall Project Area. The Project Area 
and the Great Mall Project Area retained separate redevelopment plans after the merger.  As 
discussed more fully in the sections of this Official Statement entitled, “SECURITY FOR THE 
2015 BONDS,” because the Great Mall Project Area does not generate tax increment revenue, 
the discussion in this Official Statement regarding the Former Agency’s project areas and 
related redevelopment plans is limited to the Project Area. 

 
See “THE PROJECT AREA - The Redevelopment Plan” for further information about the 

Redevelopment Plan. 
 

Project Area. The Original Area of the Project Area is composed of approximately 577 
acres of land. In 1979, the Original Area was amended to add approximately 483 acres (the 
“First Amendment Area”).  In 1982, the Original Area was further amended to add 
approximately 479 acres (the “Second Amendment Area”).  In 2003, the Original Area was 
further amended to add approximately 691 acres (the “Midtown Area” and together with the 
Original Area, the First Amendment Area and the Second Amendment Area, the “Project Area”) 
thereby resulting in a total of approximately 2,230 acres within the Project Area.  The Project 
Area includes low density and medium density residential, industrial, commercial and public 
land uses and encompasses the City’s downtown core.  The Project Area also includes 245 
acres out of 437 acres within the City designated for medium to high-density development 
pursuant to the City’s Transit Area Specific Plan. The City’s Transit Area Specific Plan was 
adopted in June 2008 in anticipation of the extension of the Bay Area Rapid Transit (“BART”) 
system to the City and in an effort to attract major retailers to the City and to provide additional 
housing and amenities such as parks, retail stores and restaurants to the City’s residents. 
Development is anticipated to occur in areas adjacent to a future Milpitas BART train station and 
two Santa Clara Valley Transportation Authority (“VTA”) light rail stations. 
 
Tax Allocation Financing 

 
Prior to the enactment of AB X1 26, the Redevelopment Law authorized the financing of 

redevelopment projects through the use of tax increment revenues, and the Santa Clara County 
Auditor-Controller (the “County Auditor-Controller”) apportioned tax increment revenue to all 
redevelopment agencies in two roughly equal payments in December and April of each fiscal 
year.  An additional payment was made in August to allocate any revenues that had not 
previously been paid.  This method provided that the taxable valuation of the property within a 
redevelopment project area on the property tax roll last equalized prior to the effective date of 
the ordinance which adopted the redevelopment plan became the base year valuation.  
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Assuming the taxable valuation never dropped below the base year level, the taxing agencies 
receiving property taxes thereafter received only that portion of the taxes produced by applying 
then current tax rates to the base year valuation, and the redevelopment agency was allocated 
the remaining portion of property taxes produced by applying then current tax rates to the 
increase in valuation over the base year.  Such incremental tax revenues allocated to a 
redevelopment agency were authorized to be pledged to the payment of redevelopment agency 
obligations.   

 
Authority to Issue Refunding Bonds 

 
Section 34177.5(a)(1) authorizes the issuance of refunding bonds to provide savings to 

the successor agency, provided that (i) the total interest cost to maturity on the refunding bonds 
or other indebtedness plus the principal amount of the refunding bonds or other indebtedness 
does not exceed the total remaining interest cost to maturity on the bonds or other indebtedness 
to be refunded plus the remaining principal of the bonds or other indebtedness to be refunded, 
and (ii) the principal amount of the refunding bonds or other indebtedness does not exceed the 
amount required to defease the refunded bonds or other indebtedness, to establish customary 
debt service reserves, and to pay related costs of issuance. See “SECURITY FOR THE 2015 
BONDS.” 

 
The Dissolution Act authorizes each successor agency to issue refunding bonds secured 

by a pledge of, and lien on, the revenues that were pledged to the bond or other indebtedness 
being refunded as well as moneys deposited from time to time in the Redevelopment Property 
Tax Trust Fund (defined below) established by the county auditor-controller for the successor 
agency by the Dissolution Act. 

 
Successor agencies have no power to levy property taxes and must rely on the 

allocation of taxes as described above.  See “RISK FACTORS.”  
 
Security for the 2015 Bonds 
 

The 2015 Bonds are payable only from Tax Revenues, moneys in certain funds and 
accounts held by the Trustee under the Indenture and any other moneys deposited from time to 
time in the Redevelopment Property Tax Trust Fund (as defined below) pursuant to the pledge 
and lien created with respect to the 2015 Bonds by Section 34177.5(g) of the Law, as described 
in this Official Statement. See “Limited Obligation” below.  
 

The Dissolution Act requires the County Auditor-Controller to annually determine the 
amount of property taxes that would have been allocated to the Former Agency from the Project 
Area had the Former Agency not been dissolved pursuant to the operation of AB X1 26, using 
current assessed values on the last equalized roll on August 20, and to deposit that amount in 
the Redevelopment Property Tax Trust Fund for the Successor Agency established and held by 
the County Auditor-Controller (the “Redevelopment Property Tax Trust Fund”) pursuant to the 
Dissolution Act. The Dissolution Act provides that any bonds authorized thereunder to be issued 
by the Successor Agency will be considered indebtedness incurred by the dissolved Former 
Agency, with the same lien priority and legal effect as if such bonds had been issued prior to the 
effective date of AB X1 26, in full conformity with the applicable provisions of the 
Redevelopment Law that existed prior to that date, and will be included in the Successor 
Agency’s Recognized Obligation Payment Schedule (see “SECURITY FOR THE 2015 BONDS 
– Recognized Obligation Payment Schedules”). 
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The Dissolution Act further provides that property tax revenues pledged to any bonds 
authorized under the Dissolution Act, such as the 2015 Bonds, are taxes allocated to the 
successor agency pursuant to the provisions of the Redevelopment Law and the State 
Constitution.   

 
Under the Dissolution Act, property tax revenues are allocated to the Successor Agency 

on a semi-annual basis (on January 2 and June 1) based on a Recognized Obligation Payment 
Schedule submitted by the Successor Agency to an oversight board established for the 
Successor Agency (the “Oversight Board”) and the State Department of Finance (the “DOF”). 
The County Auditor-Controller distributes funds from the Redevelopment Property Tax Trust 
Fund for each six-month period in the order specified in the Dissolution Act. See “SECURITY 
FOR THE 2015 BONDS – Recognized Obligation Payment Schedules.”  
 

In accordance with the Dissolution Act, the term “Tax Revenues” is defined under the 
Indenture as all taxes that were eligible for allocation to the Former Agency with respect to the 
Project Area and are allocated to the Successor Agency pursuant to Article 6 of Chapter 6 
(commencing with Section 33670) of the Redevelopment Law and Section 16 of Article XVI of 
the Constitution of the State, or pursuant to other applicable State laws, and that are deposited 
in the Redevelopment Property Tax Trust Fund for transfer to the Successor Agency for deposit 
into the Redevelopment Obligation Retirement Fund, excluding therefrom all amounts required 
to be paid to taxing entities pursuant to Sections 33607.5 and 33607.7 of the Redevelopment 
Law unless such payments are subordinated to payments on the 2015 Bonds or any additional 
Bonds pursuant to Section 33607.5(e) of the Redevelopment Law and 34177.5(c) of the 
Dissolution Act.  The Dissolution Act further authorizes the Successor Agency to issue refunding 
bonds secured by the pledge and lien created with respect to the 2015 Bonds by Section 
34177.5(g) of the Law on moneys deposited from time to time in the Redevelopment Property 
Tax Trust Fund and the 2015 Bonds are secured by such moneys.  The Successor Agency’s 
statutory pass-through obligations are discussed in “SECURITY FOR THE 2015 BONDS.”    
 
Limited Obligation 
 

The 2015 Bonds are special obligations of the Successor Agency and are secured by, 
and are payable from the moneys described in the Indenture.  The 2015 Bonds, interest and 
premium, if any, are not a debt of the City, the County, the State or any of their political 
subdivisions except the Successor Agency, and none of the City, the County, the State nor any 
of their political subdivisions (except the Successor Agency) are liable thereon. The 2015 
Bonds, interest thereon and premium, if any, are not payable out of any funds or properties 
other than those set forth in the Indenture. No member, officer, agent, or employee of the 
Successor Agency, the Oversight Board, the County Board of Supervisors or any person 
executing the 2015 Bonds is liable personally on the 2015 Bonds by reason of their issuance.  
 
Debt Service Reserve Account 
 

The Successor Agency will establish a debt service reserve account (the “Reserve 
Account”) for the 2015 Bonds by depositing into the Reserve Account a municipal bond debt 
service reserve insurance policy (the “2015 Reserve Policy”) to be issued by Assured Guaranty 
Municipal Corp. (“2015 Reserve Insurer”) in the amount of $11,822,000.00, which amount is 
equal to the “Reserve Requirement” (as defined below). . The 2015 Reserve Insurer has 
committed to issue, simultaneously with the issuance of the 2015 Bonds, the 2015 Reserve 
Policy for deposit in the Reserve Account.  See “SECURITY FOR THE 2015 BONDS – Debt 
Service Reserve Account.”   
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Professionals Involved in the Offering 
 

Fieldman, Rolapp & Associates, Inc., Irvine, California, served as financial advisor to the 
Successor Agency and advised the Successor Agency with respect to the financial structure of 
the refinancing and as to other financial aspects of the transaction.  Payment of the fees and 
expenses of the financial advisor is contingent upon the sale and delivery of the 2015 Bonds.  

 
Fraser & Associates, Roseville, California, has acted as fiscal consultant to the 

Successor Agency (the “Fiscal Consultant”) and advised the Successor Agency as to the 
taxable values and Tax Revenues projected to be available to pay debt service on the 2015 
Bonds as referenced in this Official Statement. The report prepared by the Fiscal Consultant is 
referred to as the “Fiscal Consultant’s Report” and is attached as Appendix H. 

 
All proceedings in connection with the issuance of the 2015 Bonds are subject to the 

approval of Jones Hall, A Professional Law Corporation, San Francisco, California, Bond 
Counsel to the Successor Agency.  Jones Hall is also acting as Disclosure Counsel.  Certain 
legal matters will be passed on for the Underwriters by Quint & Thimmig LLP.  In addition, 
certain legal matters will be passed upon for the Agency by the City Attorney of the City.  
Payment of the fees and expenses of Bond Counsel, Disclosure Counsel and Underwriters’ 
Counsel is contingent upon the sale and delivery of the 2015 Bonds. 
 
Further Information 
 

Brief descriptions of the Redevelopment Law, the Dissolution Act, the Refunding Law, 
the 2015 Bonds, the Indenture, the Successor Agency, the Former Agency, the Project Area 
and the City are included in this Official Statement.  Such descriptions and information do not 
purport to be comprehensive or definitive.  All references in this Official Statement to the 
Redevelopment Law, the Dissolution Act, the Refunding Law, the 2015 Bonds, the Indenture, 
the Constitution and the laws of the State as well as the proceedings of the Former Agency, the 
Successor Agency, the County and the City are qualified in their entirety by reference to such 
documents and laws. References in this Official Statement to the 2015 Bonds are qualified in 
their entirety by the form included in the Indenture and by the provisions of the Indenture. 
Capitalized terms used in this Official Statement and not otherwise defined shall have the 
meanings given to such terms as set forth in the Indenture. 

 
During the period of the initial offering of the 2015 Bonds, copies of the draft forms of all 

documents are available from the Underwriters or from the City Clerk, City of Milpitas, 455 East 
Calaveras Boulevard, Milpitas, California 95035.  
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REFUNDING PLAN 
 

The 2015 Bonds are being issued to refund the outstanding Prior Bonds of the Former 
Agency. The Prior Bonds were originally issued in the principal amount of $200,000,000 and 
remain outstanding in the amount of $145,990,000. The proceeds of the Prior Bonds were used 
to finance or refinance redevelopment activities in the Project Area. 

 
Redemption of the Prior Bonds 
 

Pursuant to the Irrevocable Refunding Instructions (the “Refunding Instructions”), by 
and between the Successor Agency and U.S. Bank National Association, as trustee of the Prior 
Bonds (in such capacity, the “Escrow Bank”), the Successor Agency will deliver a portion of the 
proceeds of the 2015 Bonds, along with other available amounts, to the Escrow Bank for 
deposit in an escrow account established under the Refunding Instructions  (the “Refunding 
Fund”). 

 
The Escrow Bank will hold such amounts uninvested. From the moneys on deposit in the 

Refunding Fund, the Escrow Bank will pay, on or about the date the 2015 Bonds are issued, the 
outstanding principal amount of the Prior Bonds and the accrued interest on the Prior Bonds to 
the redemption date. 

 
The amounts held by the Escrow Bank in the Refunding Fund are pledged solely to the 

amounts due and payable by the Successor Agency under the Indenture of Trust dated as of 
November 1, 2003, between the Former Agency and U.S. Bank National Association, as trustee 
for the Prior Bonds (the “Prior Indenture”).  The funds deposited in the Refunding Fund will not 
be available for the payment of debt service with respect to the 2015 Bonds. 

 
The Prior Bonds were issued, in part, to refund bonds issued by the Former Agency in 

1997 and 2000.  In connection with the issuance of the Prior Bonds, escrows were established 
that defeased the bonds issued in 1997 and 2000 to their maturity dates.  Due to the interest 
rates on the State and Local Government securities on deposit in those escrows, a transferred 
proceeds penalty in the amount of approximately $1.9 million payable to the Internal Revenue 
Service will be imposed on the Successor Agency as a consequence of the refunding of the 
Prior Bonds.  Such transferred proceeds penalty will be paid from the proceeds of the 2015 
Bonds. 

 
Verification of Mathematical Accuracy  

 
The sufficiency of the deposits in the Refunding Fund for those purposes will be verified 

by Grant Thornton LLP, Minneapolis, Minnesota (the “Verification Agent”). See 
“VERIFICATION OF MATHEMATICAL ACCURACY.”  Assuming the accuracy of the Verification 
Agent’s computations, as a result of the deposit and application of funds as provided in the 
Refunding Fund, the Successor Agency’s obligations under the Prior Indenture will be 
discharged. 

 
The Verification Agent has restricted its procedures to examining the arithmetical 

accuracy of certain computations and has not made any study or evaluation of the assumptions 
and information upon which the computations are based and, accordingly, has not expressed an 
opinion on the data used, the reasonableness of the assumptions, or the achievability of the 
forecasted outcome. 
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Estimated Sources and Uses of Funds 
 

The estimated sources and uses of funds are summarized below. 
 

  Amount 
Sources:  
Principal Amount of 2015 Bonds $127,790,000.00 
Less: Underwriters’ Discount (447,024.55) 
Plus: Original Issue Premium 21,437,315.00 
  Total Sources $148,780,290.45 
  
Uses:  
Redemption of Prior Bonds  $146,433,764.98 
Excess Transferred Proceeds Penalty (1) 1,866,673.72 
Costs of Issuance Fund (2) 479,851.75 
   Total Uses $148,780,290.45 

_______________ 
(1) Represents a penalty payable to the Internal Revenue Service as a consequence of refunding the Prior Bonds. 
(2) Costs of Issuance include fees and expenses for Bond Counsel, Disclosure Counsel, Financial Advisor, Fiscal 

Consultant, Trustee, premium for the 2015 Reserve Policy, City, Successor Agency administrative staff, Successor 
Agency Counsel, printing expenses, rating fee, and other costs related to the issuance of the 2015 Bonds. 
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Debt Service Schedule 
 

The following table shows the annual debt service schedule for the 2015 Bonds, 
assuming no optional redemption of the 2015 Bonds. 
 

Bond Year  
Ending 

September 1 

 
 

Principal 

 
 

Interest 

 
Total  

Debt Service 
2015 $ 7,375,000 $ 2,680,602.92 $ 10,055,602.92 
2016 6,045,000 5,772,850.00 11,817,850.00 
2017 6,225,000 5,591,500.00 11,816,500.00 
2018 6,475,000 5,342,500.00 11,817,500.00 
2019 6,735,000 5,083,500.00 11,818,500.00 
2020 7,070,000 4,746,750.00 11,816,750.00 
2021 7,425,000 4,393,250.00 11,818,250.00 
2022 7,800,000 4,022,000.00 11,822,000.00 
2023 8,185,000 3,632,000.00 11,817,000.00 
2024 8,595,000 3,222,750.00 11,817,750.00 
2025 9,025,000 2,793,000.00 11,818,000.00 
2026 9,475,000 2,341,750.00 11,816,750.00 
2027 9,950,000 1,868,000.00 11,818,000.00 
2028 6,255,000 1,370,500.00 7,625,500.00 
2029 6,565,000 1,057,750.00 7,622,750.00 
2030 6,895,000 729,500.00 7,624,500.00 
2031 3,755,000 384,750.00 4,139,750.00 
2032 3,940,000 197,000.00 4,137,000.00 
Total $127,790,000 $55,229,952.92 $183,019,952.92 
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THE 2015 BONDS 
 
Authority for Issuance 
 

The issuance of the 2015 Bonds and the execution and delivery of the Indenture were 
authorized by the Successor Agency pursuant to Resolution No. SA 6 adopted on December 2, 
2014 (the “Resolution”), and approved by the Oversight Board pursuant to Resolution No. 50 
adopted on December 2, 2014 (the “Oversight Board Resolution”).  

 
Pursuant to the Dissolution Act, written notice of the Oversight Board Resolution was 

provided to the DOF.  On January 13, 2015, the DOF provided a letter to the Successor Agency 
stating that based on the DOF’s review and application of the law, the Oversight Board 
Resolution approving the 2015 Bonds is approved by the DOF.  See “APPENDIX F – STATE 
DEPARTMENT OF FINANCE APPROVAL LETTER.” 

 
Section 34177.5(f) of the Dissolution Act provides that when, as here, a successor 

agency issues refunding bonds with the approval of the oversight board and the DOF, the 
oversight board may not unilaterally approve any amendments to or early termination of the 
bonds, and the scheduled payments on the bonds shall be listed in the Recognized Obligation 
Payment Schedule and are not subject to further review and approval by the DOF or the 
California State Controller. 
 
Description of the 2015 Bonds 
 

The 2015 Bonds will be issued and delivered in fully-registered form without coupons in 
the denomination of $5,000 or any integral multiple thereof for each maturity, initially in the 
name of Cede & Co., as nominee for The Depository Trust Company (“DTC”), New York, New 
York, as registered owner of all 2015 Bonds. The initially executed and delivered 2015 Bonds 
will be dated the date of delivery (the “Closing Date”) and mature on September 1 in the years 
and in the amounts shown on the inside cover page of this Official Statement. 

 
Interest on the 2015 Bonds will be calculated on the basis of a 360-day year of twelve 

30-day months at the rates shown on the inside cover page of this Official Statement, payable 
semiannually on March 1 and September 1 in each year, commencing on September 1, 2015, 
by check mailed to the registered owners thereof or upon the request of the Owners of 
$1,000,000 or more in principal amount of 2015 Bonds, by wire transfer to an account in the 
United States which shall be designated in written instructions by such Owner to the Trustee on 
or before the Record Date preceding the Interest Payment Date.  “Record Date” as defined in 
the Indenture means, with respect to any Interest Payment Date, the close of business on the 
fifteenth (15th) calendar day of the month preceding such Interest Payment Date, whether or not 
such fifteenth (15th) calendar day is a Business Day. 
 

One fully-registered bond will be issued for each maturity of the 2015 Bonds, each in the 
aggregate principal amount of such maturity, and will be deposited with DTC. See “APPENDIX 
C – BOOK-ENTRY ONLY SYSTEM.” 
 
Redemption 
 

Optional Redemption.  The Bonds maturing on or before September 1, 2025, are not 
subject to optional redemption prior to maturity.  The Bonds maturing on and after September 1, 
2026, are subject to redemption, at the option of the Successor Agency on any date on or after 



 

 
-11-  

September 1, 2025, as a whole or in part, by such maturities as shall be determined by the 
Successor Agency, and by lot within a maturity, from any available source of funds, at a 
redemption price equal to the principal amount of the Bonds to be redeemed, together with 
accrued interest thereon to the date fixed for redemption, without premium. 
 

Notice of Redemption.  The Trustee on behalf of and at the expense of the Successor 
Agency shall mail (by first class mail, postage prepaid) notice of any redemption at least 30 but 
not more than 60 days prior to the redemption date, to (i) the Owners of any 2015 Bonds 
designated for redemption at their respective addresses appearing on the Registration Books, 
and (ii) the Securities Depositories and to the Information Services; but such mailing will not be 
a condition precedent to a redemption and neither failure to receive such a notice nor any defect 
therein will affect the validity of the proceedings for the redemption of such 2015 Bonds or the 
cessation of the accrual of interest on the 2015 Bonds to be redeemed.   

 
The redemption notice shall state the redemption date and the redemption price, shall 

state that such redemption is conditioned upon the timely delivery of the redemption price by the 
Successor Agency to the Trustee for deposit in the Redemption Account, shall designate the 
CUSIP number of the 2015 Bonds to be redeemed, state the individual number of each 2015 
Bond to be redeemed or state that all 2015 Bonds between two stated numbers (both inclusive) 
or all of the 2015 Bonds Outstanding are to be redeemed, and will require that such 2015 Bonds 
be then surrendered at the Principal Corporate Trust Office of the Trustee for redemption at the 
redemption price, giving notice also that further interest on the 2015 Bonds to be redeemed will 
not accrue from and after the redemption date. 

 
The Successor Agency has the right to rescind any notice of the optional redemption of 

2015 Bonds by written notice to the Trustee on or prior to the date fixed for redemption.  Any 
notice of optional redemption will be cancelled and annulled if for any reason funds will not be or 
are not available on the date fixed for redemption for the payment in full of the 2015 Bonds then 
called for redemption, and such cancellation will not constitute an Event of Default. The 
Successor Agency and the Trustee have no liability to the Owners or any other party related to 
or arising from such rescission of redemption. The Trustee will mail notice of such rescission of 
redemption in the same manner as the original notice of redemption was sent. 

 
Upon the payment of the redemption price of 2015 Bonds being redeemed, each check 

or other transfer of funds issued for such purpose will, to the extent practicable, bear the CUSIP 
number identifying, by issue and maturity, the 2015 Bonds being redeemed with the proceeds of 
such check or other transfer. 

 
Partial Redemption of 2015 Bonds.  In the event only a portion of any 2015 Bond is 

called for redemption, then upon surrender of such Bond the Successor Agency will execute 
and the Trustee will authenticate and deliver to the Owner thereof, at the expense of the 
Successor Agency, a new 2015 Bond or 2015 Bonds of the same interest rate and maturity, of 
authorized denominations, in aggregate principal amount equal to the unredeemed portion of 
the 2015 Bond to be redeemed. 

 
Effect of Redemption.  From and after the date fixed for redemption, if funds available 

for the payment of the redemption price of and interest on the 2015 Bonds so called for 
redemption have been duly deposited with the Trustee, the 2015 Bonds so called will cease to 
be entitled to any benefit under the Indenture other than the right to receive payment of the 
redemption price and accrued interest to the redemption date, and no interest will accrue 
thereon from and after the redemption date specified in such notice. 
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Manner of Redemption. Whenever any 2015 Bonds or portions thereof are to be 
selected for redemption by lot, the Trustee will make the selection, in such manner as the 
Trustee deems appropriate. 
 
Parity Debt for Refunding Purposes Only 
 

Parity Debt.  The Indenture defines “Parity Debt” as any loan, bonds, notes, advances 
or indebtedness payable from Tax Revenues on a parity with the 2015 Bonds as authorized by 
the Indenture.  The Indenture authorizes the Successor Agency to issue Parity Debt that is 
payable from Tax Revenues on a parity basis with the 2015 Bonds, subject to the following 
conditions precedent:  

 
(i) in the case of Parity Debt issued as additional Bonds under a Supplemental 

Indenture, the amount on deposit in the Reserve Account (and any subaccounts therein) will be 
increased to the Reserve Requirement taking into account the additional Bonds to be issued; 

 
(ii) in the case of Parity Debt not issued as additional Bonds under a Supplemental 

Indenture, the Parity Debt Instrument must state whether there will be a reserve account 
established with respect to such Parity Debt, and shall also set forth the amount, if any, to be 
deposited in such reserve account as well as the reserve requirement with respect to such 
Parity Debt; and 

 
(iii) principal with respect to such Parity Debt will be required to be paid on September 1 

in any year in which such principal is payable.   
 

The Indenture authorizes the issuance of Parity Debt only for refunding purposes 
provided that annual debt service on such Parity Debt is lower than annual debt service on the 
obligations being refunded during every year such obligations would otherwise be outstanding 
and the final maturity of any such Parity Debt does not exceed the final maturity of the 
obligations being refunded, as required by the Dissolution Act.   
 

 The Indenture does not allow the Successor Agency to issue obligations on a senior 
basis to the 2015 Bonds. 

 
Subordinate Debt. The Indenture permits the Successor Agency to issue or incur loans, 

advances or indebtedness, which are either: (a) payable from, but not secured by a pledge of or 
lien upon, the Tax Revenues, including revenue bonds and other debts and obligations 
scheduled for payment pursuant to Section 34183(a)(2) of the Redevelopment Law; or (b) 
secured by a pledge of or lien upon the Tax Revenues which is subordinate to the pledge of and 
lien upon the Tax Revenues hereunder for the security of the 2015 Bonds. 
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THE DISSOLUTION ACT 
 

The Dissolution Act requires the County Auditor-Controller to determine the amount of 
property taxes that would have been allocated to the Former Agency (pursuant to subdivision 
(b) of Section 16 of Article XVI of the State Constitution) had the Former Agency not been 
dissolved pursuant to the operation of AB 1X 26, using current assessed values on the last 
equalized roll on August 20, and to deposit that amount in the Redevelopment Property Tax 
Trust Fund for the Successor Agency established and held by the County Auditor-Controller 
pursuant to the Dissolution Act.  

 
The Dissolution Act provides that any bonds authorized thereunder to be issued by the 

Successor Agency will be considered indebtedness incurred by the Former Agency, with the 
same lien priority and legal effect as if the bonds had been issued prior to the effective date of 
AB 1X 26, in full conformity with the applicable provisions of the Redevelopment Law that 
existed prior to that date, and will be included in the Successor Agency’s Recognized Obligation 
Payment Schedule (see “SECURITY FOR THE 2015 BONDS – Recognized Obligation 
Payment Schedules”).   

 
The Dissolution Act further provides that bonds authorized by the Dissolution Act to be 

issued by the Successor Agency will be secured by a pledge of, and lien on, and will be repaid 
from moneys deposited from time to time in the Redevelopment Property Tax Trust Fund, and 
that property tax revenues pledged to any bonds authorized to be issued by the Successor 
Agency under the Dissolution Act, including the 2015 Bonds, are taxes allocated to the 
Successor Agency pursuant to subdivision (b) of Section 33670 of the Redevelopment Law and 
Section 16 of Article XVI of the State Constitution.  

 
Pursuant to subdivision (b) of Section 33670 of the Redevelopment Law and Section 16 

of Article XVI of the State Constitution and as provided in the Redevelopment Plan for the 
project area, taxes levied upon taxable property in the Project Area each year by or for the 
benefit of the State, any city, county, city and county, district, or other public corporation (herein 
sometimes collectively called “taxing agencies”) after the effective date of the ordinance 
approving the applicable Redevelopment Plan, or the respective effective dates of ordinances 
approving amendments to the applicable Redevelopment Plan that added territory to the Project 
Area, as applicable, are to be divided as follows: 

 
(a) To Taxing Agencies:  That portion of the taxes which would be 

produced by the rate upon which the tax is levied each year by or for each of the 
taxing agencies upon the total sum of the assessed value of the taxable property 
in the Project Area as shown upon the assessment roll used in connection with 
the taxation of such property by such taxing agency last equalized prior to the 
effective date of the ordinance adopting the applicable Redevelopment Plan, or 
the respective effective dates of ordinances approving amendments to the 
applicable Redevelopment Plan that added territory to the Project Area, as 
applicable (each, a “base year valuation”), will be allocated to, and when 
collected will be paid into, the funds of the respective taxing agencies as taxes by 
or for the taxing agencies on all other property are paid; and 

 
(b) To the Former Agency/Successor Agency:  Except for that portion 

of the taxes in excess of the amount identified in (a) above which are attributable 
to a tax rate levied by a taxing agency for the purpose of producing revenues in 
an amount sufficient to make annual repayments of the principal of, and the 
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interest on, any bonded indebtedness approved by the voters of the taxing 
agency on or after January 1, 1989 for the acquisition or improvement of real 
property, which portion shall be allocated to, and when collected shall be paid 
into, the fund of that taxing agency, that portion of the levied taxes each year in 
excess of such amount, annually allocated within limitations established by the 
applicable Redevelopment Plan, following the date of issuance of the 2015 
Bonds, when collected will be paid into a special fund of the Successor Agency.  
Section 34172 of the Dissolution Act provides that, for purposes of Section 16 of 
Article XVI of the State Constitution, the Redevelopment Property Tax Trust Fund 
shall be deemed to be a special fund of the Successor Agency to pay the debt 
service on indebtedness incurred by the Former Agency or the Successor 
Agency to finance or refinance the redevelopment projects of the Former 
Agency. 
 
That portion of the levied taxes described in paragraph (b) above, less amounts 

deducted pursuant to Section 34183(a) of the Dissolution Act for permitted administrative costs 
of the County Auditor-Controller, constitute the amounts required under the Dissolution Act to be 
deposited by the County Auditor-Controller into the Redevelopment Property Tax Trust Fund.  In 
addition, Section 34183 of the Dissolution Act effectively eliminates the January 1, 1989 date 
from paragraph (b) above.  
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SECURITY FOR THE 2015 BONDS 
 

The County Auditor-Controller will deposit property tax revenues into the Redevelopment 
Property Tax Trust Fund pursuant to the requirements of the Dissolution Act, including inter alia 
Health and Safety Code sections 34183 and 34170.5(b).  The 2015 Bonds are payable from 
and secured by Tax Revenues, moneys in certain funds and accounts held by the Trustee 
under the Indenture and any other moneys deposited with respect to the Project Area from time 
to time in the Redevelopment Property Tax Trust Fund pursuant to the pledge and lien created 
with respect to the 2015 Bonds by Section 34177.5(g) of the Law, as described in this Official 
Statement. 

 
Pledge Under the Indenture 
 

Except as described in “- Redevelopment Obligation Retirement Fund” below and as 
required to compensate or indemnify the Trustee, the 2015 Bonds and any Parity Debt are 
equally secured by a pledge of, security interest in and lien on all of the Tax Revenues including 
all of the Tax Revenues in the Redevelopment Obligation Retirement Fund and by a first and 
exclusive pledge of, security interest in and lien upon all of the moneys in the Debt Service 
Fund, the Interest Account, the Principal Account, the Sinking Account, and the Redemption 
Account, without preference or priority for series, issue, number, dated date, sale date, date of 
execution or date of delivery. The 2015 Bonds and all Parity Debt are additionally secured by a 
first and exclusive pledge of, security interest in and lien upon all of the moneys in the Reserve 
Account.  The 2015 Bonds are also equally secured by the pledge and lien created with respect 
to the 2015 Bonds by Section 34177.5(g) of the Law on moneys deposited from time to time in 
the Redevelopment Property Tax Trust Fund.  Except for the Tax Revenues and such moneys, 
no funds or properties of the Successor Agency are pledged to, or otherwise liable for, the 
payment of principal of or interest on the 2015 Bonds.  

 
In consideration of the acceptance of the 2015 Bonds by purchasers of the 2015 Bonds, 

the Indenture will be deemed to be and will constitute a contract between the Successor Agency 
and the Owners from time to time of the 2015 Bonds, and the covenants and agreements set 
forth in the Indenture to be performed on behalf of the Successor Agency are for the equal and 
proportionate benefit, security and protection of all Owners of the 2015 Bonds without 
preference, priority or distinction as to security or otherwise of any of the 2015 Bonds over any 
of the others by reason of the number or date thereof or the time of sale, execution and delivery 
thereof, or otherwise for any cause whatsoever, except as expressly provided therein or in the 
Indenture. 
 
Tax Revenues 
 

Definition. “Tax Revenues” is defined in the Indenture to mean all taxes that were 
eligible for allocation to the Former Agency with respect to the Project Area and are allocated to 
the Successor Agency pursuant to Article 6 of Chapter 6 (commencing with Section 33670) of 
the Law and Section 16 of Article XVI of the Constitution of the State, or pursuant to other 
applicable State laws, and that are deposited in the Redevelopment Property Tax Trust Fund for 
transfer to the Successor Agency for deposit into the Redevelopment Obligation Retirement 
Fund, excluding therefrom all amounts required to be paid to taxing entities pursuant to Sections 
33607.5 and 33607.7 of the Law unless such payments are subordinated to payments on the 
2015 Bonds or any additional Bonds pursuant to Section 33607.5(e) of the Law and 34177.5(c) 
of the Dissolution Act.   
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Housing Set-Aside. Before it was amended by the Dissolution Act, the Redevelopment 
Law required the Redevelopment Agency to set aside not less than 20% of all tax increment 
generated in the Project Area into a low and moderate income housing fund to be used for the 
purpose of increasing, improving and/or preserving the supply of low and moderate income 
housing. These tax increment revenues were commonly referred to as “Housing Set-Aside.” 

 
The Dissolution Act eliminates the characterization of certain tax increment revenues as 

Housing Set-Aside. As a result, and because the Successor Agency has no obligations that are 
payable from Housing Set-Aside, the former Housing Set-Aside is available to pay debt service 
on the 2015 Bonds; the projection of Tax Revenues prepared by the Fiscal Consultant and set 
forth in the section of this Official Statement entitled “THE PROJECT AREA – Projected Tax 
Revenues and Estimated Debt Service Coverage,” assumes the availability of the former 
Housing Set-Aside for this purpose.  
 
Flow of Funds Under the Indenture 
 

General. The Successor Agency previously established the Redevelopment Obligation 
Retirement Fund pursuant to Section 34170.5(a) of the Dissolution Act and agrees to hold and 
maintain the Redevelopment Obligation Retirement Fund as long as any of the 2015 Bonds are 
Outstanding.   

 
Deposit in Redevelopment Obligation Retirement Fund; Transfer to Debt Service 

Fund.  The Indenture provides that the Successor Agency will deposit all of the Tax Revenues 
received with respect to each six-month period beginning on January 1 of any calendar year 
and ending on June 30 of such calendar year, and each six-month period beginning on July 1 of 
any calendar year and ending on December 31 of such calendar year into the Redevelopment 
Obligation Retirement Fund promptly upon receipt thereof by the Successor Agency. See 
“Recognized Obligation Payment Schedules - Relevant Covenant of the Successor Agency” 
herein. All Tax Revenues received by the Successor Agency in excess of the amount required 
to make the deposits required under the Indenture in order to pay debt service on the 2015 
Bonds and any Parity Debt and to make any other payments due under the Indenture, and 
except as may be provided to the contrary in the Indenture or in any Supplemental Indenture or 
Parity Debt Instrument, will be released from the pledge and lien hereunder and will be applied 
in accordance with the Law, including but not limited to the payment of debt service on any 
Subordinate Debt.  Prior to the payment in full of the principal of and interest and redemption 
premium (if any) on the 2015 Bonds and the payment in full of all other amounts payable 
hereunder and under any Supplemental Indentures, the Successor Agency shall not have any 
beneficial right or interest in the moneys on deposit in the Redevelopment Obligation Retirement 
Fund, except as may be provided in the Indenture and in any Supplemental Indenture. 

 
Deposit of Amounts by Trustee.  A trust fund to be known as the Debt Service Fund, 

will be held in trust by the Trustee under the Indenture.  Concurrently with transfers with respect 
to Parity Debt pursuant to Parity Debt Instruments, moneys in the Redevelopment Obligation 
Retirement Fund shall be transferred by the Successor Agency to the Trustee in the following 
amounts, at the following times, and deposited by the Trustee in the following respective special 
accounts, which are established in the Debt Service Fund, and in the following order of priority: 

 
Interest Account. On or before the fourth (4th) Business Day preceding each 

Interest Payment Date, the Successor Agency will withdraw from the Redevelopment 
Obligation Retirement Fund and transfer to the Trustee for deposit in the Interest 
Account an amount which when added to the amount contained in the Interest Account 
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on that date, will be equal to the aggregate amount of the interest becoming due and 
payable on the Outstanding Bonds and any Parity Debt on such Interest Payment Date.  
No such deposit need be made to the Interest Account if the amount contained therein is 
at least equal to the interest to become due on the next succeeding Interest Payment 
Date upon all of the Outstanding Bonds and any Parity Debt.  All moneys in the Interest 
Account will be used and withdrawn by the Trustee solely for the purpose of paying the 
interest on the 2015 Bonds and any Parity Debt as it becomes due and payable. 

 
Principal Account. On or before the fourth (4th) Business Day prior to the 

September 1 on which the principal of the 2015 Bonds becomes due and payable, and 
at maturity, in each year beginning September 1, 2015, the Successor Agency will 
withdraw from the Redevelopment Obligation Retirement Fund and transfer to the 
Trustee for deposit in the Principal Account an amount which, when added to the 
amount then on deposit in the Principal Account, will be equal to the amount of principal 
coming due and payable on the 2015 Bonds and any Parity Debt. No such deposit need 
be made to the Principal Account if the amount contained therein is at least equal to the 
principal to become due on the next September 1 on all of the outstanding 2015 Bonds 
and any Parity Debt.  All moneys in the Principal Account will be used and withdrawn by 
the Trustee solely for the purpose of paying the principal of the 2015 Bonds and any 
Parity Debt as it becomes due and payable. 

 
Sinking Account. No later than the fourth (4th) Business Day preceding each 

September 1 on which any 2015 Bonds are subject to mandatory redemption, the 
Successor Agency will withdraw from the Redevelopment Obligation Retirement Fund 
and transfer to the Trustee for deposit in the Sinking Account an amount which, when 
added to the amount then contained in the Sinking Account, will be equal to the 
aggregate principal amount of the Term Bonds required to be redeemed on such 
September 1. No such deposit need be made to the Sinking Account if the amount 
contained therein is at least equal to the Sinking Account payments to become due on 
the next September 1 on all of the Outstanding Bonds and any Parity Debt. All moneys 
on deposit in the Sinking Account will be used and withdrawn by the Trustee for the sole 
purpose of paying the principal of the Term Bonds as it becomes due and payable upon 
redemption or purchase pursuant to the Indenture. 

 
Reserve Account. Within the Debt Service Fund there will be established a 

separate account known as the “Reserve Account” solely as security for payments 
payable by the Successor Agency pursuant to the Indenture and pursuant to any other 
Parity Debt Instrument, which will be held by the Trustee in trust for the benefit of the 
Owners of the Bonds and any Parity Debt.  The Reserve Requirement for the 2015 
Bonds may be satisfied by the delivery of a debt service reserve account surety bond on 
the Closing Date with respect to the 2015 Bonds.  In that event, the Successor Agency 
would have no obligation to replace such debt service reserve account surety bond or to 
fund the Reserve Account with cash if, at any time that the 2015 Bonds are Outstanding, 
amounts are not available under the debt service reserve account surety bond. 

 
Except as provided in the preceding paragraph and as may be provided in a 

Supplemental Indenture, in the event that the amount on deposit in the Reserve Account 
at any time becomes less than the Reserve Requirement, the Trustee will promptly notify 
the Successor Agency of such fact. Upon receipt of any such notice and as promptly as 
is permitted by the Law, the Successor Agency will transfer to the Trustee an amount 
sufficient to maintain the Reserve Requirement on deposit in the Reserve Account.   
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Redemption Account. On or before the Business Day preceding any date on 

which Bonds are to be redeemed pursuant to the optional redemption provisions of the 
Indenture, other than mandatory Sinking Account redemption of Term Bonds, the 
Trustee will withdraw from the Debt Service Fund any amount transferred by the 
Successor Agency pursuant to the Indenture for deposit in the Redemption Account, 
such amount being the amount required to pay the principal of and premium, if any, on 
the 2015 Bonds to be redeemed on such date, pursuant to the Indenture.  All moneys in 
the Redemption Account will be used and withdrawn by the Trustee solely for the 
purpose of paying the principal of and premium, if any, on the 2015 Bonds to be 
redeemed pursuant to an optional redemption on the date set for such redemption 
pursuant to the Indenture, other than mandatory Sinking Account redemption of Term 
Bonds. Interest due on 2015 Bonds to be redeemed on the date set for redemption will, 
if applicable, be paid from funds available therefor in the Interest Account. 

 
Debt Service Reserve Account 
 

Definition of Reserve Requirement.  The Indenture defines “Reserve Requirement” 
to mean, with respect to the 2015 Bonds and any Parity Debt issued as Bonds pursuant to a 
Supplemental Indenture, the lesser of (i) 125% of the average Annual Debt Service with respect 
to the 2015 Bonds and such Parity Debt, as applicable or (ii) Maximum Annual Debt Service 
with respect to the 2015 Bonds and such Parity Debt, as applicable; provided, that in no event 
may the Successor Agency, in connection with the issuance of the 2015 Bonds or any Parity 
Debt in the form of Bonds pursuant to a Supplemental Indenture be obligated to deposit an 
amount in the Reserve Account which is in excess of the amount permitted by the applicable 
provisions of the Code to be so deposited from the proceeds of tax-exempt bonds without 
having to restrict the yield of any investment purchased with any portion of such deposit and, in 
the event the amount of any such deposit into the Reserve Account is so limited, the Reserve 
Requirement is required to, in connection with the issuance of such Parity Debt issued in the 
form of Bonds, be increased only by the amount of such deposit as permitted by the Code; and, 
provided further that the Successor Agency may meet all or a portion of the Reserve 
Requirement by depositing a Qualified Reserve Account Credit Instrument meeting the 
requirements of the Indenture. 
 

The Reserve Account may be maintained in the form of one or more separate sub-
accounts which are established for the purpose of holding the proceeds of separate issues of 
the 2015 Bonds and any Parity Debt in conformity with applicable provisions of the Code to the 
extent directed by the Successor Agency in writing to the Trustee.  Additionally, the Successor 
Agency may, in its discretion, combine amounts on deposit in the Reserve Account and on 
deposit in any reserve account relating to any (but not necessarily all) Parity Debt not issued as 
Bonds in order to maintain a combined reserve account for the 2015 Bonds and any (but not 
necessarily all) Parity Debt. 

 
Use of Moneys in the Reserve Account. All money in the Reserve Account will be 

used and withdrawn by the Trustee solely for the purpose of making transfers pursuant to any 
Parity Debt Instrument under the Indenture to the Interest Account, the Principal Account and 
the Sinking Account in the event of any deficiency at any time in any of such accounts or for the 
retirement of all the 2015 Bonds then Outstanding, except that so long as the Successor 
Agency is not in default under the Indenture or under any Parity Debt Instrument, any amount in 
the Reserve Account in excess of the Reserve Requirement will be withdrawn from the Reserve 
Account semiannually on or before two Business Days preceding each March 1 and September 
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1 by the Trustee and deposited in the Interest Account or be applied pro rata in accordance with 
any applicable provision of a Parity Debt Instrument.   

 
All amounts in the Reserve Account on the Business Day preceding the final Interest 

Payment Date will be withdrawn from the Reserve Account and will be transferred to the Interest 
Account and the Principal Account, in such order, to the extent required to make the deposits 
then required to be made from the Reserve Account or will be applied pro rata as required by 
any Parity Debt Instrument, as applicable. 

 
Qualified Reserve Account Credit Instrument. “Qualified Reserve Account Credit 

Instrument” is defined in the Indenture to mean (i) the 2015 Reserve Policy and (ii) an 
irrevocable standby or direct-pay letter of credit, insurance policy, or surety bond issued by a 
commercial bank or insurance company and deposited with the Trustee, provided that all of the 
following requirements are met at the time of acceptance thereof by the Trustee: (a) S&P or 
Moody’s have assigned a long-term credit rating to such bank or insurance company of “A” or 
higher; (b) such letter of credit, insurance policy or surety bond has a term of at least 12 months; 
(c) such letter of credit, insurance policy or surety bond has a stated amount at least equal to 
the Reserve Requirement or, if such letter of credit, insurance policy or surety bond is being 
provided with respect to only a portion of the Reserve Requirement, such letter of credit, 
insurance policy or surety bond has a stated amount at least equal to that portion of the 
Reserve Requirement with respect to which funds are proposed to be released; and (d) the 
Trustee is authorized pursuant to the terms of such letter of credit, insurance policy or surety 
bond to draw thereunder an amount equal to any deficiencies which may exist from time to time 
in the Interest Account or the Principal Account for the purpose of making payments required 
pursuant to the Indenture. 

 
Limited Obligation 

 
The 2015 Bonds are not a debt of the City, the County, the State or any of their political 

subdivisions except the Successor Agency, and none of the City, the County, the State or any of 
their political subdivisions except the Successor Agency are liable therefor. The 2015 Bonds do 
not constitute an indebtedness within the meaning of any constitutional or statutory debt 
limitation or restriction.  No member of the Successor Agency, the Oversight Board or the Board 
of Supervisors of the County shall be individually or personally liable for the payment of the 
principal of or interest on the 2015 Bonds; but nothing contained in the Indenture relieves any 
such member, officer, agent or employee from the performance of any official duty provided by 
law. 
 
Recognized Obligation Payment Schedules 
 

Submission of Recognized Obligation Payment Schedule. Not less than 90 days 
prior to each January 2 and June 1 (or such other date specified in the Law as amended after 
the date of this Official Statement), the Dissolution Act requires successor agencies to prepare, 
and submit to the successor agency’s oversight board and the DOF for approval, a Recognized 
Obligation Payment Schedule (the “Recognized Obligation Payment Schedule”) pursuant to 
which enforceable obligations (as defined in the Dissolution Act) of the successor agency are 
listed, together with the source of funds to be used to pay for each enforceable obligation. 

 
Payment of Amounts Listed on the Recognized Obligation Payment Schedule. As 

defined in the Dissolution Act, “enforceable obligation” includes bonds, including the required 
debt service, reserve set-asides, and any other payments required under the indenture or 
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similar documents governing the issuance of the outstanding bonds of the former 
redevelopment agency or the successor agency, as well as other obligations such as loans, 
judgments or settlements against the former redevelopment agency or the successor agency, 
any legally binding and enforceable agreement that is not otherwise void as violating the debt 
limit or public policy, contracts necessary for the administration or operation of the successor 
agency, and, under certain circumstances, amounts borrowed from the successor agency’s low 
and moderate income housing fund. 

 
A reserve may be included on the Recognized Obligation Payment Schedule and held 

by the successor agency when required by a bond indenture or when the next property tax 
allocation will be insufficient to pay all obligations due under the provisions of the bonds for the 
next payment due in the following half of the calendar year. 

 
Sources of Payments for Enforceable Obligations. Under the Dissolution Act, the 

categories of sources of payments for enforceable obligations listed on a Recognized Obligation 
Payment Schedule are the following:  (i) the low and moderate income housing fund, (ii) bond 
proceeds, (iii) reserve balances, (iv) administrative cost allowance (successor agencies are 
entitled to receive not less than $250,000, unless that amount is reduced by the oversight 
board), (v) the Redevelopment Property Tax Trust Fund (but only to the extent no other funding 
source is available or when payment from property tax revenues is required by an enforceable 
obligation or otherwise required under the Dissolution Act), or (vi) other revenue sources 
(including rents, concessions, asset sale proceeds, interest earnings, and any other revenues 
derived from the redevelopment agency, as approved by the oversight board). 

 
The Dissolution Act provides that only those payments listed in the Recognized 

Obligation Payment Schedule may be made by a successor agency and only from the funds 
specified in the Recognized Obligation Payment Schedule. 

 
Order of Priority of Distributions from Redevelopment Property Tax Trust Fund. 

Typically, under the Redevelopment Property Tax Trust Fund distribution provisions of the 
Dissolution Act, a county auditor-controller is to distribute funds for each six-month period in the 
following order specified in Section 34183 of the Dissolution Act:  

 
(i) first, subject to certain adjustments for subordinations to the extent 

permitted under the Dissolution Act (if any, as described below under “SECURITY FOR 
THE 2015 BONDS - Statutory Pass-Through Payments”) and no later than each January 
2 and June 1, to each local successor agency and school entity, to the extent applicable, 
amounts required for pass-through payments such entity would have received under 
provisions of the Redevelopment Law, as those provisions read on January 1, 2011, 
including negotiated pass-through agreements and statutory pass-through obligations; 

 
(ii) second, on each January 2 and June 1, to the successor agency for 

payments listed in its Recognized Obligation Payment Schedule, with debt service 
payments scheduled to be made for tax allocation bonds having the highest priority over 
payments scheduled for other debts and obligations listed on the Recognized Obligation 
Payment Schedule; 

 
(iii) third, on each January 2 and June 1, to the successor agency for the 

administrative cost allowance, as defined in the Dissolution Act; and 
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(iv) fourth, on each January 2 and June 1, to taxing entities any moneys 
remaining in the Redevelopment Property Tax Trust Fund after the payments and 
transfers authorized by clauses (i) through (iii), in an amount proportionate to such taxing 
entity’s share of property tax revenues in the tax rate area in that fiscal year (without 
giving effect to any pass-through obligations that were established under the 
Redevelopment Law). 
 
Relevant Covenant by the Successor Agency. The Successor Agency covenants in 

the Indenture that it will comply with all of the requirements of the Law.  Pursuant to Section 
34177 of the Dissolution Act, not less than 90 days prior to each January 2 and June 1 (or such 
other date specified in the Law as amended after the date of this Official Statement), the 
Successor Agency will submit to the Oversight Board and the DOF, a Recognized Obligation 
Payment Schedule.  

 
The Successor Agency further covenants to take all actions required under the 

Redevelopment Law and the Dissolution Act to include in the Recognized Obligation Payment 
Schedule for each Semiannual Period (i) debt service on the 2015 Bonds and any Parity Debt 
and (ii) all amounts due and owing to the 2015 Reserve Insurer under the Indenture or under 
the 2015 Insurance Agreement, so as to enable the County Auditor-Controller to distribute from 
the Redevelopment Property Tax Trust Fund for deposit in the Redevelopment Obligation 
Retirement Fund on each January 2 and June 1, as applicable, or such other date specified in 
the Law as amended after the date of this Official Statement, amounts required to enable the 
Successor Agency to pay principal of, and interest on, the 2015 Bonds on a timely basis, as 
such amounts of debt service are set forth in the Recognized Obligation Payment Schedule 
attached as an exhibit to the Indenture, or as such Schedule may be hereafter amended, as well 
as all amounts due and owing to the 2015 Reserve Insurer under the Indenture or under the 
2015 Insurance Agreement.  In order to ensure that amounts are available for the Trustee to 
pay debt service on all Outstanding Bonds and all amounts due and owing to the 2015 Reserve 
Insurer under the Indenture or under the 2015 Insurance Agreement on a timely basis, not fewer 
than 90 days prior to June 1, 2015 (or at such earlier time as may be required by the Dissolution 
Act), the Successor Agency shall submit an Oversight Board-approved Recognized Obligation 
Payment Schedule to the DOF and to the County Auditor-Controller that shall include all of the 
debt service due on all Outstanding Bonds on September 1, 2015 and, not fewer than 90 days 
prior to each January 2 and June 1 thereafter (or at such earlier time as may be required by the 
Dissolution Act), for so long as any 2015 Bonds are outstanding, the Successor Agency shall 
submit an Oversight Board-approved Recognized Obligation Payment Schedule to the DOF and 
to the County Auditor-Controller that shall include (i) one-half of all debt service due on all 
Outstanding Bonds for the Bond Year in which such January 2 and June 1 occur as well as all 
amounts due and owing to the 2015 Reserve Insurer under the Indenture or under the 2015 
Insurance Agreement, and (ii) any amount required to cure any deficiency in the Reserve 
Account pursuant to the Indenture (including any amounts required due to a draw on the 
Qualified Reserve Account Credit Instrument as well as all amounts due and owing to the 2015 
Reserve Insurer under the Indenture or under the 2015 Insurance Agreement).  The 
Recognized Obligation Payment Schedule shall not be amended except by Supplemental 
Indenture entered into pursuant to the Indenture.   
 

The Successor Agency further covenants that in the event the provisions set forth in the 
Dissolution Act as of the date of issuance of the 2015 Bonds that relate to the filing of 
Recognized Obligation Payment Schedules are amended or modified in any manner, the 
Successor Agency will take all such actions as are necessary to comply with such amended or 
modified provisions so as to ensure the timely payment of debt service on the Bonds and, if the 
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timing of distributions of the Redevelopment Property Tax Trust Fund is changed, the receipt of 
(i) not less than one half of debt service due during each Bond Year on all Outstanding Bonds 
prior to March 1 of such Bond Year, and (ii) the remainder of debt service due during such Bond 
Year on all Outstanding Bonds prior to the next succeeeding September 1.  

 
The Successor Agency has no power to levy and collect taxes, and various factors 

beyond its control could affect the amount of Tax Revenues available in any six-month period to 
pay the principal of and interest on the 2015 Bonds. See “RISK FACTORS.” 
 

History of Submission of the Recognized Obligation Payment Schedules. The 
Successor Agency has procedures in place to ensure full and timely compliance with the above-
described covenant.  With exception of the Recognized Obligation Payment Schedules for the 
funding period commencing January 1, 2012 through June 30, 2012 and the funding period 
commencing July 1, 2012 through December 31, 2012 which were submitted to the DOF by the 
County Auditor-Controller, under the direction of the Financial Services Director, the Successor 
Agency has submitted its Recognized Obligation Payment Schedules on a timely basis, as 
described below.  

 
  

Funding 
Period 

ROPS Approved 
by Oversight 

Board 

 
Approved ROPS 

Submitted to DOF 

Deadline to  
Submit 

ROPS to DOF 

ROPS 
Submitted 
On Time? 

ROPS I 1/1/12-6/30/12 4/10/12 4/18/12 4/15/12   No* 
ROPS II 7/1/12-12/31/12 5/9/12 5/8/12 5/15/12  Yes* 
ROPS III 1/1/13-6/30/13 8/16/12 8/31/12 9/4/12 Yes 
ROPS 2013-14A 7/1/13-12/31/13 2/28/13 3/1/13 3/1/13 Yes 
ROPS 2013-14B 1/1/14-6/30/14 9/13/13 9/23/13 10/1/13 Yes 
ROPS 2014-15A 7/1/14-12/31/14 2/20/14 2/28/14 3/1/14 Yes 
ROPS 2014-15B 1/1/15-6/30/15 9/18/14 9/25/14 10/3/14 Yes 

* Submitted to the DOF by the County Auditor-Controller, not the Successor Agency. 
 

In addition, there are strong incentives for the Successor Agency to submit Recognized 
Obligation Payment Schedules on time.  If the Successor Agency does not submit a 
Recognized Obligation Payment Schedule to the Oversight Board and the DOF at least 90 days 
prior to each January 2 and June 1, then the Successor Agency will be subject to a $10,000 per 
day civil penalty for every day the schedule is late.  Additionally, if the Successor Agency does 
not submit a Recognized Obligation Payment Schedule to the Oversight Board and the DOF at 
least 80-days prior to each January 2 and June 1, then the Successor Agency’s administrative 
cost allowance may be reduced by up to 25%. For additional information regarding procedures 
under the Dissolution Act relating to late Recognized Obligation Payment Schedules and 
implications for the 2015 Bonds, see “RISK FACTORS – Recognized Obligation Payment 
Schedule.” 

 
No Negotiated Pass-Through Agreements  

 
The Former Agency did not enter into any negotiated pass-through agreements. 
 

Statutory Pass-Through Payments 
 

General. In certain circumstances, Sections 33607.5 and 33607.7 of the Redevelopment 
Law require redevelopment agencies and successor agencies to make statutory pass-through 
payments to taxing agencies whose territory is located within a redevelopment project area, to 
alleviate the financial burden or detriment caused by the redevelopment project.   
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Generally speaking, the County Auditor-Controller is required to deduct from the 
Successor Agency’s Redevelopment Property Tax Trust Fund to pay to the affected taxing 
agencies percentages of tax increment generated in a Project Area as follows: 

 
Tier 1:  throughout the period that the Successor Agency is eligible to receive 

property tax revenues from a project area, 25% of revenues in excess of revenues 
generated in the Project Area as of the initial redevelopment plan amendment that 
triggered the pass-through requirement computed as though housing set-aside is still in 
effect; plus,  

 
Tier 2:  for the 11th year of the receipt of tax increment and thereafter, 21% of 

revenues in excess of revenues based on assessed values in the project area for the 
10th year; plus,  

 
Tier 3:  for the 31st year of the receipt of tax increment and thereafter, 14% of 

revenues in excess of revenues based on assessed values in the project area for the 
30th year.   

 
Statutory Pass-Through Obligations in the Project Area. In 1993, the California 

Legislature enacted Assembly Bill 1290 (“AB 1290”), which contained several significant 
changes in the Redevelopment Law.  Among the changes made by AB 1290 was a provision 
that limits the period of time for incurring and repaying loans, advances and indebtedness 
payable from tax increment revenues.  Under AB 1290, redevelopment agencies were required 
to commence making pass-through payments under Section 33607.7 of the Redevelopment 
Law to certain taxing entities with respect to project areas formed on or before 1993, upon 
amendment of the related redevelopment plans to extend the time during which the 
redevelopment agency could incur debt, extend the last day the redevelopment agency could 
incur debt with respect to such project areas, to extend the life of the redevelopment plan or to 
increase the tax increment limit. Under AB 1290, statutory pass-through payments were 
required to commence in the first year following the year in which the first of the revised limits 
would otherwise have gone into effect.  With respect to project areas formed or territory added 
to existing project areas after 1993, AB 1290 required redevelopment agencies to commence 
making pass-through payments under 33607.7 of the Redevelopment Law upon formation of 
such project areas.  

 
In 1996, the Original Redevelopment Plan was amended to revise certain time and 

financial limits contained in Original Redevelopment Plan. The amendments to time and 
financial limitations in the Redevelopment Plan triggered statutory pass-through payments 
under Section 33607.7 of the Redevelopment Law with respect to the Original Area, the First 
Amendment Area and the Second Amendment Area (i.e. the subareas of the Project Area 
formed or added to the Project Area on or before 1993).  Such payments are based on tax 
increment revenues above the levels that were received in fiscal year 2000-01. Because the 
Midtown Area was added to the Project Area in 2003, the Former Agency was required to 
commence making statutory pass-through payments under Section 33607.7 of the 
Redevelopment Law in 2003. See “APPENDIX H – FISCAL CONSULTANT’S REPORT” for 
further information regarding statutory pass-through obligations in the Project Areas. 
 

No Subordination of Statutory Pass-Through Payments. Statutory pass-through 
payments are payable on a senior basis to debt service on bonds under the Dissolution Act, 
unless the pass-through payments have been subordinated. The Redevelopment Law, as 
amended by the Dissolution Act, allows statutory pass-through payments to be subordinated to 
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debt service on the Successor Agency’s bonds. However, the Successor Agency did not 
seek or obtain the consent from any taxing entities to subordinate their right to receive 
statutory payments to the payment of debt service on the 2015 Bonds.  

 
See “APPENDIX H – FISCAL CONSULTANT’S REPORT” for information about the 

Former Agency’s statutory pass-through obligations and the County’s payment practices with 
regard to statutory pass-through payments. 

 
Other Obligations  

 
In 2003, the County and the Former Agency entered into a land purchase agreement 

(the “Land Purchase Agreement”) pursuant to which the Former Agency purchased 
approximately 35.6 acres of land adjacent to the Elmwood Rehabilitation Facility.  As payment 
for such land, the Land Purchase Agreement required that the proceeds of any subsequent sale 
of approximately 33.8 acres of such land by the Former Agency be paid to the County.  The 
Land Purchase Agreement also required the Former Agency to make payments to the County 
payable from tax increment revenues of the Former Agency, bond proceeds or other moneys 
available to the Former Agency for an estimated period of 30 years.  Subsequently, 33.8 acres 
were sold by the Former Agency to KB Homes Southbay, Inc. for construction of single-family 
homes.  The remaining 1.08 acres were retained by the Former Agency and used as a 
community park until such acres were transferred to the City in 2013.  Amounts payable by the 
Successor Agency to the County pursuant to the Land Purchase Agreement are not secured by 
a lien on or pledge of Tax Revenues and therefore, the projection of Tax Revenues prepared by 
the Fiscal Consultant and set forth in the section of this Official Statement entitled “THE 
PROJECT AREA – Project Tax Revenues and Estimated Debt Service Coverage,” excludes 
such payments in determining Tax Revenues available to pay debt service on the 2015 Bonds. 
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PROPERTY TAXATION IN CALIFORNIA 
 
Property Tax Collection Procedures 

 
Classification.  In the State, property which is subject to ad valorem taxes is classified 

as “secured” or “unsecured.”  Secured and unsecured property are entered on separate parts of 
the assessment roll maintained by the County assessor.  The secured classification includes 
property on which any property tax levied by a county becomes a lien on that property.  A tax 
levied on unsecured property does not become a lien against the taxed unsecured property, but 
may become a lien on certain other property owned by the taxpayer.  Every tax which becomes 
a lien on secured property has priority over all other liens on the secured property arising 
pursuant to State law, regardless of the time of the creation of other liens. 

 
Generally, ad valorem taxes are collected by a county (the “Taxing Authority”) for the 

benefit of the various entities (e.g., cities, schools and special districts) that share in the ad 
valorem tax (each a taxing entity) and successor agencies eligible to receive distributions from 
the respective Redevelopment Property Tax Trust Funds. 

 
Collections.  Secured and unsecured property are entered separately on the 

assessment roll maintained by the county assessor.  The method of collecting delinquent taxes 
is substantially different for the two classifications of property.  The taxing authority has four 
ways of collecting unsecured personal property taxes:  (i) initiating a civil action against the 
taxpayer, (ii) filing a certificate in the office of the county clerk specifying certain facts in order to 
obtain a judgment lien on certain property of the taxpayer, (iii) filing a certificate of delinquency 
for record in the county recorder’s office to obtain a lien on certain property of the taxpayer, and 
(iv) seizing and selling personal property, improvements or possessory interests belonging or 
assessed to the assessee.  The exclusive means of enforcing the payment of delinquent taxes 
with respect to property on the secured roll is the sale of the property securing the taxes to the 
State for the amount of taxes which are delinquent.   

 
Penalty.  A 10% penalty is added to delinquent taxes which have been levied with 

respect to property on the secured roll.  In addition, property on the secured roll on which taxes 
are delinquent is declared in default by operation of law and declaration of the tax collector on or 
about June 30 of each fiscal year.  Such property may thereafter be redeemed by payment of 
the delinquent taxes and a delinquency penalty, plus a redemption penalty of 1.5% per month to 
the time of redemption.  If taxes are unpaid for a period of five years or more, the property is 
deeded to the State and then is subject to sale by the county tax collector.  A 10% penalty also 
applies to delinquent taxes with respect to property on the unsecured roll, and further, an 
additional penalty of 1.5% per month accrues with respect to such taxes beginning on varying 
dates related to the tax bill mailing date. 

 
Delinquencies.  The valuation of property is determined as of the January 1 lien date as 

equalized in August of each year and equal installments of taxes levied upon secured property 
become delinquent on the following December 10 and April 10.  Taxes on unsecured property 
are due January 1 and become delinquent August 31. 

 
Supplemental Assessments. California Revenue and Taxation Code Section 75.70 

(Chapter 498 of the Statutes of 1983) provides for the reassessment and taxation of property as 
of the occurrence of a change of ownership or completion of new construction. Such 
reassessment is referred to as the Supplemental Assessment and is determined by applying the 
current year's tax rate to the amount of increase in a property's value and prorating the resulting 
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property taxes to reflect the portion of the tax year remaining as determined by the date of the 
change in ownership or completion of new construction.  Supplemental Assessments become a 
lien against real property.  Since fiscal year 1984-85, revenues derived from Supplemental 
Assessments have been allocated to redevelopment agencies and taxing entities in the same 
manner as regularly collected property taxes.  

Prior to the enactment of this law, the assessment of such changes was permitted only 
as of the next tax lien date following the change, and this delayed the realization of increased 
property taxes from the new assessments for up to 14 months.  This statute provides increased 
revenue to the Redevelopment Property Tax Trust Fund to the extent that Supplemental 
Assessments of new construction or changes of ownership occur within the boundaries of 
redevelopment projects subsequent to the January 1 lien date.  To the extent such 
Supplemental Assessments occur within the Project Area, Tax Revenues may increase. 

Property Tax Administrative Costs. In 1990, the California Legislature enacted SB 
2557 (Chapter 466, Statutes of 1990) which allows counties to recover charges for the cost of 
assessing, collecting and allocating property tax revenues to local government jurisdictions in 
proportion to the tax-derived revenues allocated to each, in an amount equal to the fiscal year 
1989-90 property tax administration costs, as adjusted annually.   

 
SB 1559 (Chapter 697, Statutes of 1992) explicitly includes redevelopment agencies 

among the jurisdictions which are subject to such charges.  The portions of the reimbursement 
amount that are allocated to each taxing entity within the County are based on the percentage 
of the total assessed value in the County that each taxing entity’s assessed value represents.  
Based on the County SB 2557 charge to the Successor Agency for fiscal year 2012-13 for the 
Project Area, the Fiscal Consultant estimates that the SB 2557 charge for fiscal year 2014-15 
will be 1.42% of gross tax increment revenues for the Project Area. 

 
In addition, Sections 34182(e) and 34183(a) of the Dissolution Act allow administrative 

costs of the County Auditor-Controller for the cost of administering the provisions of the 
Dissolution Act, as well as the foregoing SB 2557/SB 1559 amounts, to be deducted from 
property tax revenues before monies are deposited into the Redevelopment Property Tax Trust 
Fund.   

 
The County’s administrative charge relating to the dissolution of the Redevelopment 

Agency was $70,953 for the January 2, 2014 and  $33,659 for the June 1, 2014 distributions 
from the Redevelopment Property Tax Trust Fund.  

 
Recognized Obligation Payment Schedule.  See “SECURITY FOR THE 2015 

BONDS – Recognized Obligation Payment Schedules” and “RISK FACTORS – Recognized 
Obligation Payment Schedule.” 

 
Rate of Collections 

 
The County has adopted the Alternative Method of Distribution of Tax Levies and 

Collections and of Tax Sale Proceeds (the “Teeter Plan”), which allows each entity levying 
property taxes in the County to draw on the amount of property taxes levied rather than the 
amount actually collected. The allocation to redevelopment agencies differs from the County’s 
normal allocation to other taxing entities under the Teeter Plan. Under the Teeter Plan, taxing 
entities receive 100% of the secured tax levy without regard to the impact of delinquent property 
taxes, but unsecured taxes are allocated based on actual collections. However, under the 
Teeter Plan as applied to the Successor Agency, tax increment generated from both the 
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secured and unsecured tax rolls is allocated based on 100% of the County calculated levy. The 
Successor Agency is therefore shielded from the impact of delinquent property taxes on both 
the secured and unsecured roll. The County could elect to terminate this policy and, in such 
event, the amount of the levy of property tax revenue that could be allocated to the Successor 
Agency would depend upon the actual collections of the secured taxes within the Project Area. 
Substantial delinquencies in the payment of property taxes could impair the timely receipt by the 
Successor Agency of Tax Revenues.  
 
Unitary Property 

 
Legislation enacted in 1986 and 1987 provided for a modification of the distribution of tax 

revenues derived from utility property assessed by the State Board of Equalization (“SBE”), 
other than railroads.  Prior to fiscal year 1988-89, property assessed by the SBE was assessed 
statewide and was allocated according to the location of individual components of a utility in a 
tax rate area. 

 
Assembly Bill (“AB”) 2890 (Statutes of 1986, Chapter 1457) provides that, commencing 

with fiscal year 1988-89, assessed value derived from State-assessed unitary property 
(consisting mostly of operational property owned by utility companies) is to be allocated county-
wide as follows: (i) each taxing entity will receive the same amount as in the previous year plus 
an increase for inflation of up to 2%; (ii) if utility tax revenues are insufficient to provide the same 
amount as in the previous year, each taxing entity's share would be reduced pro rata county 
wide; and (iii) any increase in revenue above 2% would be allocated in the same proportion as 
the taxing entity's local secured taxable values are to the local secured taxable values of the 
county. Additionally, the lien date on State-assessed property is changed from March 1 to 
January 1. 

 
AB 454 (Statutes of 1987, Chapter 921) further modified Chapter 1457 regarding the 

distribution of tax revenues derived from property assessed by the SBE. Chapter 921 provides 
for the consolidation of all State-assessed property, except for regulated railroad property, into a 
single tax rate area in each county. Chapter 921 further provides for a new method of 
establishing tax rates on State-assessed property and distribution of property tax revenue 
derived from State-assessed property to taxing jurisdictions within each county in accordance 
with a new formula. Railroads will continue to be assessed and revenues allocated to all tax rate 
areas where railroad property is sited. 

 
To administer the allocation of unitary tax revenues to redevelopment agencies, the 

County no longer includes the taxable value of utilities as part of the reported taxable values of 
a project area; therefore, the base year value of the Project Area has been reduced by the 
amount of utility value that existed originally in the base year. 

 
Article XIIIA of the State Constitution  

 
Article XIIIA limits the amount of ad valorem taxes on real property to 1% of “full cash 

value” of such property, as determined by the county assessor.  Article XIIIA defines “full cash 
value” to mean “the County Assessor’s valuation of real property as shown on the 1975-76 tax 
bill under ‘full cash value,’ or, thereafter, the appraised value of real property when purchased, 
newly constructed, or a change in ownership has occurred after the 1975 assessment.”  
Furthermore, the “full cash value” of all real property may be increased to reflect the rate of 
inflation, as shown by the consumer price index, not to exceed 2% per year, or may be reduced. 
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Article XIIIA has subsequently been amended to permit reduction of the “full cash value” 
base in the event of declining property values caused by substantial damage, destruction or 
other factors, and to provide that there would be no increase in the “full cash value” base in the 
event of reconstruction of property damaged or destroyed in a disaster and in other special 
circumstances. 

 
Article XIIIA (i) exempts from the 1% tax limitation taxes to pay debt service on (a) 

indebtedness approved by the voters prior to July 1, 1978 or (b) bonded indebtedness for the 
acquisition or improvement of real property approved on or after July 1, 1978, by two-thirds of 
the votes cast by the voters voting on the proposition; (ii) requires a vote of two-thirds of the 
qualified electorate to impose special taxes, or certain additional ad valorem taxes; and (iii) 
requires the approval of two-thirds of all members of the State Legislature to change any State 
tax laws resulting in increased tax revenues. 

 
The validity of Article XIIIA has been upheld by both the California Supreme Court and 

the United States Supreme Court. 
 
In the general election held November 4, 1986, voters of the State approved two 

measures, Propositions 58 and 60, which further amended Article XIIIA. Proposition 58 
amended Article XIIIA to provide that the terms “purchase” and “change of ownership,” for the 
purposes of determining full cash value of property under Article XIIIA, do not include the 
purchase or transfer of (1) real property between spouses and (2) the principal residence and 
the first $1,000,000 of other property between parents and children. This amendment to Article 
XIIIA may reduce the rate of growth of local property tax revenues. 

 
Proposition 60 amended Article XIIIA to permit the California Legislature to allow 

persons over the age of 55 who sell their residence and buy or build another of equal or lesser 
value within two years in the same county, to transfer the old residence assessed value to the 
new residence. As a result of the California Legislature’s action, the growth of property tax 
revenues may decline. 

 
Legislation enacted by the California Legislature to implement Article XIIIA provides that 

all taxable property is shown at full assessed value as described above. In conformity with this 
procedure, all taxable property value included in this Official Statement is shown at 100% of 
assessed value and all general tax rates reflect the $1 per $100 of taxable value (except as 
noted). Tax rates for voter-approved bonded indebtedness and pension liabilities are also 
applied to 100% of assessed value. 

 
Each year the SBE announces the applicable adjustment factor. Since the adoption of 

Proposition 13, inflation has, in most years, exceeded 2% and the announced factor has 
reflected the 2% cap. The changes in the California Consumer Price Index from October of one 
year and October of the next year are used to determine the adjustment factor for the January 
assessment date. Through fiscal year 2010-11 there were six occasions when the inflation 
factor was less than 2%.  Until fiscal year 2010-11 the annual adjustment never resulted in a 
reduction to the base year values of individual parcels; however, the factor that was applied to 
real property assessed values for the January 1, 2010 assessment date was -0.237% and this 
resulted in a reductions to the adjusted base year value of parcels. The table below reflects the 
inflation adjustment factors for the current fiscal year, 10 prior fiscal years and the adjustment 
factor for fiscal year 2015-16. 
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Historical Inflation Adjustment Factors 
 

Fiscal Year Inflation Adj. Factor 
2004-05 1.867% 
2005-06 2.000 
2006-07 2.000 
2007-08 2.000 
2008-09 2.000 
2009-10 2.000 
2010-11 -0.237 
2011-12 0.753 
2012-13 2.000 
2013-14 2.000 
2014-15 0.454 
2015-16 1.998 

 
Appropriations Limitation - Article XIIIB 

 
Article XIIIB limits the annual appropriations of the State and its political subdivisions to 

the level of appropriations for the prior fiscal year, as adjusted for changes in the cost of living, 
population and services rendered by the government entity.  The “base year” for establishing 
such appropriations limit is the 1978/79 fiscal year, and the limit is to be adjusted annually to 
reflect changes in population, consumer prices and certain increases in the cost of services 
provided by these public agencies. 

 
Section 33678 of the Redevelopment Law provides that the allocation of taxes to a 

redevelopment agency for the purpose of paying principal of, or interest on, loans, advances, or 
indebtedness shall not be deemed the receipt by a redevelopment agency of proceeds of taxes 
levied by or on behalf of a redevelopment agency within the meaning of Article XIIIB, nor shall 
such portion of taxes be deemed receipt of proceeds of taxes by, or an appropriation subject to 
the limitation of, any other public body within the meaning or for the purpose of the Constitution 
and laws of the State, including Section 33678 of the Redevelopment Law.  The constitutionality 
of Section 33678 has been upheld in two California appellate court decisions.  On the basis of 
these decisions, the Successor Agency has not adopted an appropriations limit. 

 
Proposition 87 

 
On November 8, 1988, the voters of the State approved Proposition 87, which amended 

Article XVI, Section 16 of the State Constitution to provide that property tax revenue attributable 
to the imposition of taxes on property within a redevelopment project area for the purpose of 
paying debt service on certain bonded indebtedness issued by a taxing entity (not the 
Redevelopment Agency or the Successor Agency) and approved by the voters of the taxing 
entity after January 1, 1989 will be allocated solely to the payment of such indebtedness and not 
to redevelopment agencies. 

 
Appeals of Assessed Values 

 
Pursuant to California law, a property owner may apply for a reduction of the property 

tax assessment for such owner’s property by filing a written application, in a form prescribed by 
the SBE, with the appropriate county board of equalization or assessment appeals board. 
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In the County, a property owner desiring to reduce the assessed value of such owner’s 
property in any one year must submit an application to the County Assessment Appeals Board 
(the “Appeals Board”).  Applications for any tax year must be submitted by September 15 of 
such tax year.  Following a review of each application by the staff of the County Assessor’s 
Office, the staff makes a recommendation to the Appeals Board on each application which has 
not been rejected for incompleteness or untimeliness or withdrawn.  The Appeals Board holds a 
hearing and either reduces the assessment or confirms the assessment.  The Appeals Board 
generally is required to determine the outcome of appeals within two years of each appeal’s 
filing date.  Any reduction in the assessment ultimately granted applies only to the year for 
which application is made and during which the written application is filed.  The assessed value 
increases to its pre-reduction level for fiscal years following the year for which the reduction 
application is filed.  However, if the taxpayer establishes through proof of comparable values 
that the property continues to be overvalued (known as “ongoing hardship”), the Assessor has 
the power to grant a reduction not only for the year for which application was originally made, 
but also for the then current year as well.  Appeals for reduction in the “base year” value of an 
assessment, which generally must be made within four years of the date of change in ownership 
or completion of new construction that determined the base year, if successful, reduce the 
assessment for the year in which the appeal is taken and prospectively thereafter.  Moreover, in 
the case of any reduction in any one year of assessed value granted for “ongoing hardship” in 
the then current year, and also in any cases involving stipulated appeals for prior years relating 
to base year and personal property assessments, the property tax revenues from which Tax 
Revenues are derived attributable to such properties will be reduced in the then current year.  In 
practice, such a reduced assessment may remain in effect beyond the year in which it is 
granted.   

 
See “THE PROJECT AREA - Appeals of Assessed Values; Proposition 8 Reductions” 

for information regarding historical and pending appeals of assessed valuations by property 
owners in the Project Area. 

 
Proposition 8 

 
Proposition 8, approved in 1978 (California Revenue and Taxation Code Section 51(b)), 

provides for the assessment of real property at the lesser of its originally determined (base year) 
full cash value compounded annually by the inflation factor, or its full cash value as of the lien 
date, taking into account reductions in value due to damage, destruction, obsolescence or other 
factors causing a decline in market value.  Reductions under this code section may be initiated 
by the County Assessor or requested by the property owner.  

 
After a roll reduction is granted under this code section, the property is reviewed on an 

annual basis to determine its full cash value and the valuation is adjusted accordingly. This may 
result in further reductions or in value increases. Such increases must be in accordance with the 
full cash value of the property and may exceed the maximum annual inflationary growth rate 
allowed on other properties under Article XIIIA of the State Constitution. Once the property has 
regained its prior value, adjusted for inflation, it once again is subject to the annual inflationary 
factor growth rate allowed under Article XIIIA. 

 
See “THE PROJECT AREA- Appeals of Assessed Values; Proposition 8 Reductions” for 

information regarding recent history of Proposition 8 reductions in the Project Area. 
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Propositions 218 and 26 
 
On November 5, 1996, California voters approved Proposition 218—Voter Approval for 

Local Government Taxes—Limitation on Fees, Assessments, and Charges—Initiative 
Constitutional Amendment. Proposition 218 added Articles XIIIC and XIIID to the State 
Constitution, imposing certain vote requirements and other limitations on the imposition of new 
or increased taxes, assessments and property-related fees and charges.  On November 2, 
2010, California voters approved Proposition 26, the “Supermajority Vote to Pass New Taxes 
and Fees Act.”  Proposition 26 amended Article XIIIC of the California Constitution by adding an 
expansive definition for the term “tax,” which previously was not defined under the California 
Constitution. 

 
Tax Revenues securing the 2015 Bonds are derived from property taxes that are outside 

the scope of taxes, assessments and property-related fees and charges which are limited by 
Proposition 218 and Proposition 26. 

 
Future Initiatives 

 
Article XIIIA, Article XIIIB, Article XIIIC and Article XIIID and certain other propositions 

affecting property tax levies were each adopted as measures which qualified for the ballot 
pursuant to California’s initiative process.  From time to time other initiative measures could be 
adopted, further affecting Successor Agency revenues or the Successor Agency’s ability to 
expend revenues. 
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THE SUCCESSOR AGENCY 
 

As described in “INTRODUCTION,” the Dissolution Act dissolved the Former Agency as 
of February 1, 2012. Thereafter, pursuant to Section 34173 of the Dissolution Act, the City 
became the Successor Agency to the Former Agency.   Subdivision (g) of Section 34173 of the 
Dissolution Act, added by AB 1484, expressly affirms that the Successor Agency is a separate 
public entity from the City, that the two entities shall not merge, and that the liabilities of the 
Former Agency will not be transferred to the City nor will the assets of the Former Agency 
become assets of the City. 
 
Successor Agency Powers 
 

All powers of the Successor Agency are vested in its five members who are elected 
members of the City Council.  Pursuant to the Dissolution Act, the Successor Agency is a 
separate public body from the City and succeeds to the organizational status of the Former 
Agency but without any legal authority to participate in redevelopment activities, except to 
complete any work related to an approved enforceable obligation. The Successor Agency is 
tasked with expeditiously winding down the affairs of the Former Agency, pursuant to the 
procedures and provisions of the Dissolution Act.  Under the Dissolution Act, substantially all 
Successor Agency actions are subject to approval by the Oversight Board, as well as review by 
the DOF.  
 
Status of Compliance with Dissolution Act 
 

The Dissolution Act requires a due diligence review to determine the unobligated 
balances of each successor agency that are available for transfer to taxing entities. The due 
diligence review involves separate reviews of each successor agency’s low and moderate 
income housing fund and of all other funds and accounts. Once a successor agency completes 
the due diligence review and any transfers to taxing entities, the DOF will issue a finding of 
completion that expands the authority of each successor agency in carrying out the wind down 
process. A finding of completion allows a successor agency to, among other things, retain real 
property assets of the dissolved redevelopment agency and utilize proceeds derived from bonds 
issued prior to January 1, 2011. 

 
The Successor Agency has completed the due diligence process and received its 

Finding of Completion on June 27, 2014.  
 
After receiving a finding of completion, each successor agency is required to submit a 

Long Range Property Management Plan detailing what it intends to do with its inventory of 
properties. Successor agencies are not required to immediately dispose of their properties but 
are limited in terms of what they can do with the retained properties. Permissible uses include: 
sale of the property, use of the property to satisfy an enforceable obligation, retention of the 
property for future redevelopment, and retention of the property for governmental use. These 
plans must be filed by successor agencies within six months of receiving a finding of 
completion, and the DOF will review these plans as submitted on a rolling basis. 

 
The DOF had not approved the Successor Agency’s Long Range Property Management 

Plan as of the date of this Official Statement.  
 



 

 
-33-  

THE PROJECT AREA 
 

Project Description 
 

The Project Area consists of approximately 2,230 acres and includes low-density and 
medium-density residential, industrial, commercial and public land uses. As previously noted, 
the Project Area is composed of four subareas: the Original Area, the First Amendment Area, 
the Second Amendment Area, and the Midtown Area.   
 

Original Area.  The Original Area consists of approximately 577 acres of land largely 
developed for commercial, residential and public land uses, including City Hall, 740,000 square 
feet of commercial space in the Town Center, two hotels totaling 408 rooms and 78,000 square 
feet of commercial space in Foothill Square. The Original Area also includes a development of 
65 new single-family homes adjacent to the Town Center.  
 
 First Amendment Area.  The First Amendment Area consists of approximately 483 
acres of land largely developed for commercial, industrial and residential use, including 
approximately 3.2 million square feet of industrial space in the Oak Creek Business Park, two 
hotels totaling 432 rooms, 683 single-family detached homes, condominiums and town homes 
developed by KB Homes in Fiscal Year 2009-10 and Toyota and Honda car dealerships. 
Several major high-tech companies also have their headquarters in the First Amendment Area, 
including Linear Technology, Zollner Electronics, LSI, Nanolabs and Solexel. 
 
 Second Amendment Area.  The Second Amendment Area consists of approximately 
479 acres of land largely developed for commercial use, including, four million square feet of 
building area in the Milpitas Business Park.  The Milpitas Business Park includes four hotels 
totaling 642 rooms, two shopping centers totaling 250,000 square feet, a 700-child day care 
center and a Cisco campus totaling 1.1 million square feet.  Several major high-tech companies 
have their headquarters in the Second Amendment Area as well, including SanDisk and KLA-
Tencor. 
 
 Midtown Area.  The Midtown Area consists of approximately 691 acres of land largely 
developed for commercial and residential use, including a public library, a 103-unit senior 
housing center and an adjacent primary care health center.  A new BART station is expected to 
open in the Midtown Area in 2017. A majority of the land within the City’s Transit Area Specific 
Plan supporting higher density development around the future BART station and two VTA light 
rail stations is located within the Midtown Area. 
 
Land Use   
 

The following table summarizes the current land use in the Project Area in the 
aggregate, by the number of parcels and by assessed secured value for fiscal year 2014-15. As 
shown, the majority of land within the Project Area (approximately 38.79% in terms of assessed 
secured valuation) is currently used for residential purposes.  The assessed values shown do 
not include non-homeowner exemptions. 

 
These land use categories are based on land use designations placed on individual 

parcels by the County Assessor’s Office and may not, in every case, coincide with the actual 
uses found on the parcels. 
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TABLE 1 
SUCCESSOR AGENCY TO THE  

FORMER MILPITAS REDEVELOPMENT AGENCY 
Project Area No. 1 

Land Use by Taxable Value 
Fiscal Year 2014-15 

 
  

  
% of 

Category 
No. of 

Parcels 
Taxable 
Value 

Total FY 2014-15  
Assessed Value 

  
  

  
Residential 3,986  $2,304,093,539  38.79 
Commercial 195  540,577,642  9.10 
Industrial 182  1,465,299,109  24.67 
Vacant Land 456  275,204,067  4.63 
Other 58  47,345,348  0.80 
        
Total Secured 4,877  4,632,519,705  78.00(1) 
  

  
  

Unsecured/State Assessed 
 

1,306,666,402 22.00 
  

  
  

Grand Total   $5,939,186,107  100.00 
     
(1) Difference due to rounding. 
Source:  Fraser & Associates. 

 
The Redevelopment Plan 
 

The Original Redevelopment Plan was adopted and approved as the redevelopment 
plan for the Original Area by Ordinance No. 192, adopted by the City Council of the City on 
September 21, 1976. Since adoption, the Original Redevelopment Plan has been amended 
several times, including by the amendments described below.  

 
First Amendment.  The Original Redevelopment Plan was first amended by Ordinance 

No. 192.1, adopted by the City Council of the City on September 4, 1979 (the “First 
Amendment”) to add the First Amendment Area to the Project Area. 

 
Second Amendment.  The Original Redevelopment Plan was amended a second time by 

Ordinance No. 192.2, adopted by the City Council of the City on May 4, 1982 (the “Second 
Amendment”) to add the Second Amendment Area to the Project Area and, with respect to the 
First Amendment Area and the Second Amendment Area only, established a cumulative limit on 
the amount of tax increment that could be collected, limit on bonded indebtedness and time limit 
on incurrence of such indebtedness. 

 
SB 690; SB 690 Amendment.  In 1985, the California Legislature enacted State Bill 690 

(“SB 690”), which amended the Redevelopment Law to require that redevelopment plans for all 
project areas adopted prior to October 1, 1976, such as the Original Area, be amended to, 
among other things, add a cumulative limit on the amount of tax increment that could be 
collected in such project areas. On December 9, 1986, the City Council of the City adopted 
Ordinance No. 192.4, which adopted various plan limits, including a cumulative limit on the 
amount of tax increment that could be collected in the Original Area in accordance with SB 690. 

 
AB 1290; AB 1290 Amendments. On December 9, 1994, the City Council of the City 

adopted Ordinance No. 192.9, which adopted a series of plan limits related to the Original 
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Redevelopment Plan to comply with AB 1290.  On October 15, 1996, the City Council of the City 
adopted Ordinance No. 192.11, pursuant to which the limit on the number of dollars of tax 
increment that could be allocated to the Former Agency was increased thereby triggering the 
Former Agency’s obligation to make statutory pass-through payments in accordance with 
33606.7 of the Redevelopment Law with respect to tax increment revenues from the Original 
Area, the First Amendment Area and the Second Amendment Area pursuant to AB 1290.  See 
“SECURITY FOR THE 2015 BONDS - Statutory Pass-Through Payments” above for further 
discussion regarding the Successor Agency’s statutory pass-through payment obligations. 
 

Amendment and Restatement.  The Original Redevelopment Plan was amended and 
restated by Ordinance No. 192.14 adopted by the City Council of the City on June 17, 2003, 
approving the Amended and Restated Redevelopment Plan, adding the Midtown Area to the 
Project Area, establishing certain plan limits with respect to the Midtown Area and amending 
and restating the plan limits then existing with respect to the Original Area, the First Amendment 
Area and the Second Amendment Area.  
 

SB 1045; SB 1096; SB 1045 and SB 1096 Amendments.  Pursuant to Senate Bill 104 
(“SB 1045”) in connection with the adoption of statutes requiring an Educational Revenue 
Augmentation Fund (“ERAF”) shift for fiscal year 2003-04, the State Legislature authorized a 
number of redevelopment plan changes.   

 
Pursuant to SB 1045, the Amended and Restated Redevelopment Plan was amended 

pursuant to Ordinance No. 192.15, adopted by the City Council of the City on October 7, 2003, 
to extend (i) the time limit of the effectiveness of the Amended and Restated Redevelopment 
Plan with respect to the Original Area, the First Amendment Area and the Second Amendment 
Area to September 21, 2017, September 4, 2020 and May 4, 2023, respectively, and with 
respect to the Midtown Area to June 17, 2034, and (ii) the time limit to repay indebtedness and 
receive tax increment from the Original Area, the First Amendment Area and the Second 
Amendment Area to September 21, 2027, September 4, 2030 and May 4, 2033, respectively, 
and with respect to the Midtown Area to June 17, 2049. 

 
Pursuant to SB 1045, the Amended and Restated Redevelopment Plan was amended 

pursuant to Ordinance No. 192.16, adopted by the City Council of the City on September 19, 
2006, to extend (i) the time limit of the effectiveness of the Amended and Restated 
Redevelopment Plan with respect to the Original Area, the First Amendment Area and the 
Second Amendment Area to September 21, 2019, September 4, 2022 and May 4, 2025, 
respectively, and (ii) the time limit to repay indebtedness and receive tax increment from the 
Original Area, the First Amendment Area and the Second Amendment Area to September 21, 
2029, September 4, 2032 and May 4, 2035, respectively. 
 

Merger Amendment.  The Amended and Restated Redevelopment Plan was amended 
pursuant to Ordinance No. 192.19 adopted by the City Council of the City on November 29, 
2006, pursuant to which the Project Area was merged with Great Mall Project Area to permit tax 
increment revenues from the Project Area to be used for redevelopment activities in the Great 
Mall Project Area. The Project Area and the Great Mall Project Area retained separate 
redevelopment plans after the merger.  The Great Mall Project Area does not generate tax 
increment revenues and no monies from the Great Mall Project Area are pledged to secure the 
payment of debt service on the 2015 Bonds. 
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Redevelopment Plan Limits. Since the Project Area is comprised of various subareas 
created by amendments to the Redevelopment Plan described above, various limits apply to the 
Project Area subareas. As amended, the Redevelopment Plan includes the following limits: 

 

 
Limitation 

Original  
Area 

First  
Amendment 

Area 

Second 
Amendment 

Area 
Midtown  
Area 

Final Date to Incur Debt: January 1, 2014 January 1, 2014 January 1, 2014 June 17, 2023 
 
Plan Life: September 21, 2019 September 4, 2022 May 4, 2025 June 17, 2034 
 
Final Date to Collect Tax 
Increment and Repay Debt: 

 
September 21, 2029 

 
September 4, 2032 

 
May 4, 2035 

 
June 17, 2049 

 
Cumulative Limit on Tax 
Increment*: 

 
$2.4 billion (combined) 

 
     
*Limit applicable to all of the Project Area on a cumulative basis. 

 
Impact of Cumulative Tax Increment Limit.  The Fiscal Consultant reports that it is 

estimated that the Project Area has generated approximately $707.7 million in tax increment 
since formation.  In addition, based on the Fiscal Consultant’s projection of property tax revenue 
to be generated by the Project Area (which assumes 1.998% annual real property growth in 
fiscal year 2015-16 and 2% annual real property growth in each fiscal year thereafter as well as 
certain other assumptions regarding new development within the Project Area and reductions in 
assessed value related to pending assessment appeals as more particularly described in the 
Fiscal Consultant’s Report), the Successor Agency believes it is unlikely that the cumulative 
limit on tax increment will be exceeded prior to September 1, 2032 (the final maturity date of the 
2015 Bonds).  According to the Fiscal Consultant, in order for the $2.4 billion limit to be reached, 
assessed values within the Project Area would have to increase an average of 7% each year 
commencing fiscal year 2015-16, which is higher than the average growth rate of 6.41% over 
the past ten years.  The Successor Agency is unable to predict when or if the cumulative limit on 
tax increment will ever be exceeded.  Should growth of taxable values exceed projections, the 
Project Area will reach the cumulative limit on tax increment earlier. Once such limit is reached, 
it is possible that the Successor Agency will not receive additional tax increment revenue from 
the Project Area.  However, as indicated above, based on the Fiscal Consultant’s projections of 
Tax Revenues, the Successor Agency believes it is unlikely that the cumulative limit on tax 
increment will be exceeded prior to the maturity date of the 2015 Bonds.  
 

Impact of the Final Date to Collect Increment/Repay Debt in the Original Area.  Because 
of the varying plan limits discussed above, Tax Revenues will no longer be collected from the 
Original Area after September 21, 2029. The 2015 Bonds have been structured to take into 
account this revenue drop.  See “THE PROJECT AREA – Projected Available Net Tax 
Increment and Estimated Debt Service Coverage” for further information.  

 
See APPENDIX H - “FISCAL CONSULTANT’S REPORT” for further description of the 

Redevelopment Plan and related amendments.  
 

DOF Approach to Plan Limits.  The DOF has expressed the opinion that the tax 
increment limits within former redevelopment plans that had not been reached prior to 
redevelopment dissolution are inconsistent with the purpose and intent of the Dissolution Act 
and, therefore, should no longer apply. The DOF has indicated that it plans to introduce 
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legislation to the California Legislature in February 2015 intended to clarify that such tax 
increment limits do not apply for the purpose of paying obligations of redevelopment agencies 
and their respective successor agencies that have been determined to be enforceable by the 
DOF.  Until any such proposed legislation is adopted by the California Legislature, the DOF’s 
opinion has no force of law and therefore, it is possible that the tax increment limits contained in 
the Redevelopment Plan will be applied by the County Auditor-Controller.  

 
Covenant in the Indenture Related to Cumulative Tax Increment Limit.  The 

Successor Agency covenants in the Indenture that unless the plan limits (“Plan Limits” as 
defined in the Indenture) no longer apply to the Successor Agency under the Law, the 
Successor Agency will annually review the total amount of Tax Revenues remaining available to 
be received by the Successor Agency under the Plan Limits, as well as future cumulative annual 
debt service.  If remaining Tax Revenues allocable under the Plan Limits are less than 105% of 
all future debt service on the 2015 Bonds, any Parity Debt and any other obligations of the 
Successor Agency payable from Tax Revenues, all Tax Revenues not needed to pay current or 
any past due debt service on any Successor Agency obligations or to replenish the Reserve 
Account to the Reserve Requirement shall be deposited into a special escrow fund (which shall 
be held by the Trustee to be applied for the sole purpose of paying the principal of and interest 
on the 2015 Bonds and any Parity Debt). 
 
Historical and Estimated Assessed Values and Tax Revenues  
 

The table below shows the historical secured, unsecured and state-assessed values for 
fiscal years 2005-06 to fiscal year 2014-15 based upon the County Auditor-Controller’s 
equalized rolls. The table below also shows the historical secured and unsecured assessed 
values for such fiscal years with respect to property owned by Cisco Systems, Inc. and its 
subsidiary Cisco Technology Inc., the top property owner in the Project Area. See “- Major 
Taxable Property Owners” below for further information regarding the major taxable property 
owners within the Project Area.  

TABLE 2 
SUCCESSOR AGENCY TO THE  

FORMER MILPITAS REDEVELOPMENT AGENCY 
Project Area No. 1 

Historical Assessed Values FY 2005-06 - FY 2014-15 
 

 
     Cisco-Owned Parcels 

FY 

Secured 
Assessed  

Value 

Unsecured 
Assessed 

Value 

State- 
Assessed 

Value 
Total 

Taxable Value 
% 

Change 

Secured 
Assessed 

Value 

Unsecured 
Assessed 

Value 

2005-06 $2,544,690,494  $850,099,181  $0   $3,394,789,675  
 

 $129,120,000   $89,521,196  
2006-07 2,798,785,590  575,708,325  0  3,374,493,915  -1% 141,200,000  89,636,582  
2007-08 3,177,309,608  572,039,432  0  3,749,349,040  11% 217,000,000  105,561,271  
2008-09 3,688,307,142  689,942,742  145,062  4,378,394,946  17% 318,000,000  115,038,351  
2009-10 3,775,859,557  784,570,321  145,062  4,560,574,940  4% 318,330,000  170,066,789  
2010-11 3,703,194,397  746,085,665  145,062  4,449,425,124  -2% 317,575,552  218,589,931  
2011-12 3,549,429,356  703,478,246  161,180  4,253,068,782  -4% 197,858,736  191,191,381  
2012-13 3,604,736,835  1,138,773,917  161,180  4,743,671,932  12% 235,490,000  654,431,571  
2013-14 4,038,508,838  1,178,633,709  161,180  5,217,303,727  10% 316,700,000  654,260,143  
2014-15 4,632,519,705  1,306,472,986  193,416  5,939,186,107  14% 333,650,000  639,715,875  

  
Source: County Assessor; Fraser & Associates; Urbics 
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As shown in the table above, assessed values within the Project Area have increased 
since fiscal year 2005-06.  Secured assessed values with respect to real property owned by 
Cisco Systems, Inc. and its subsidiary Cisco Technology Inc. has remained relatively steady 
during such period with exception of a decrease in secured assessed values in fiscal year 2011-
12 attributable to Proposition 8 reductions and subsequent increase in unsecured values in 
fiscal year 2012-13 through fiscal year 2013-14 attributable to the acquisition of personal 
property.   In addition, the table above shows that since fiscal year 2005-06, a majority of the 
assessed value within the Project Area is attributable to property owned by taxpayers other than 
Cisco Systems, Inc. and its subsidiary Cisco Technology Inc.  See “- Major Taxable Property 
Owners” below for further information regarding the major taxable property owners within the 
Project Area. 

 
The table below shows estimated Tax Revenues for fiscal year 2014-15 generated 

within each of the subareas within the Project Area and the respective base year values for 
such subareas. Based on such estimates, Tax Revenues from the First Amendment Area, 
Second Amendment Area and the Original Area account for 97% of total estimated Tax 
Revenues for fiscal year 2014-15 and such subareas have very low base year values. 

 
TABLE 3 

SUCCESSOR AGENCY TO THE  
FORMER MILPITAS REDEVELOPMENT AGENCY 

Project Area No. 1 
Estimated FY 2014-15 Tax Revenues By Subarea 

 
 
 Original Area 

First Amendment 
Area 

Second 
Amendment Area 

Midtown  
Area 

 
Total 

Total Taxable Value  $1,355,964,027   $1,992,712,548   $1,582,194,210   $1,008,315,322   $5,939,186,107  
Base Year Value 7,841,252 6,158,196 4,743,759 780,983,632 799,726,839 

Incremental Taxable Value 1,348,122,775  1,986,554,352  1,577,450,451  227,331,690  5,139,459,268  
Base Year as % of Total Value 0.6% 0.3% 0.3% 77.5% 13.5% 
FY 2014-15 Tax Revenues 11,761,722 15,737,739 13,007,861 1,338,569 41,845,891 
% of Total Tax Revenues 28% 38% 31% 3% 100% 
      

  
Source: County Assessor; Fraser & Associates 

 
 The table below shows the historical assessed valuations for fiscal years 2009-10 to 

2014-15 based upon the County Auditor-Controller’s equalized rolls. The table below also 
calculates available Tax Revenues in the Project Area for each of the past four fiscal years and 
an estimate for fiscal year 2014-15.  
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TABLE 4 
SUCCESSOR AGENCY TO THE  

FORMER MILPITAS REDEVELOPMENT AGENCY 
Project Area No. 1 

Historical and Estimated Tax Revenues FY 2009-10 - FY 2014-15 
 

Category FY 2009-10 FY 2010-11 FY 2011-12 FY 2012-13 FY 2013-14 FY 2014-15 
Taxable Values       
Secured $3,775,859,557 $3,703,194,397 $3,549,429,356 $3,604,736,835 $4,038,508,838 $4,632,519,705 
SBE 145,062 145,062 161,180 161,180 161,180 $193,416 
Unsecured 784,570,321 746,085,665 703,478,246 1,138,773,917 1,178,633,709 $1,306,472,986 
Total 4,560,574,940 4,449,425,124 4,253,068,782 4,743,671,932 5,217,303,727 $5,939,186,107 
       
Percent Change 4% -2% -4% 12% 10% 14% 
Base Year Value 799,726,839 799,726,839 799,726,839 799,726,839 799,726,839 799,726,839 
       
Incremental Value 3,760,848,101 3,649,698,285 3,453,341,943 3,943,945,093 4,417,576,888 $5,139,459,268 
       
Tax Increment(1) $39,411,130  $38,246,152  $33,484,133  $36,321,289  $44,866,929 $51,394,593 
Supplemental Taxes 1,128,783  415,610  88,297  (36,706) 564,398  0 
Unitary Tax Increment 336,336 341,919 306,254 256,257 261,500 261,500 
Total Tax Increment 40,876,249  39,003,680  33,878,684  36,540,840  45,692,827  51,656,093 

       
Adjustments to Tax Revenue:       

Property Tax Administration Fees 401,383  419,169  574,505  679,621  649,360  734,106 
Property Tax Refunds/Corrections      688,585 

       
Liens on Tax Increment:       

Housing Set-Aside(2) 8,175,250  7,800,736  0  0  0  0 
Statutory Pass-Through(3) 3,302,804  2,230,775  1,437,716  2,548,841  4,625,182  8,387,511 

       
Tax Revenue $28,996,812  $28,553,000  $31,866,463  $33,312,378  $40,418,285  $41,845,890 
  
(1) Reflects actual receipts based on the records of the Successor Agency. 
(2) Represents former Housing Set-Aside. Beginning in fiscal year 2011-12, the Housing Set-Aside is no longer required.  
(3) Statutory pass-through payments with respect to the Original Area, the First Amendment Area and the Second Amendment Area were triggered in fiscal 

year 2001-02 pursuant to AB 1290; statutory pass-through payments with respect to the Midtown Area commenced upon its formation in 2003. Statutory 
pass-through payments for fiscal year 2014-15 include statutory pass-through payments of approximately $953,000 related to fiscal year 2013-14 that 
the County Auditor-Controller inadvertently failed to remit to the affected taxing entities in  fiscal year 2013-14. 

Source: County Assessor; Fraser & Associates 
 

Total assessed values within the Project Area have increased by approximately $1.378 
billion, or 30% since fiscal year 2009-10. The Fiscal Consultant reports that the growth in total 
assessed values since fiscal year 2009-10 is due primarily to an increase in secured assessed 
values in fiscal year 2012-13 through fiscal year 2014-15 of approximately $1 billion, largely 
driven new residential development within the Project Area (which added $316 million in 
assessed value to the Project Area), the restoration of assessed values of non-residential 
properties previously reduced pursuant to Proposition 8 (which added $308 million in assessed 
value to the Project Area) and the restoration of assessed values of residential properties 
previously reduced pursuant to Proposition 8 (which added $160 million in assessed value to 
the Project Area).  See “APPENDIX H - FISCAL CONSULTANT’S REPORT” for further 
discussion regarding historical assessed values within the Project Area.  
 
Unitary Property 

 
As the result of the enactment of Assembly Bill 2890 (Chapter 1457, Statutes of 1986) 

and Assembly Bill 454 (Chapter 921, Statutes of 1987), a portion of the County-wide unitary 
values assigned to public utilities is allocated to the Project Area.  Any substantial reduction in 
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the values of public utility properties, either because of deregulation of a utility industry or for 
any other reason, will have an adverse impact on the amount of tax increment revenues.  
However, any such impact with respect to utility properties within the Project Area will be 
lessened because the impact will be spread on a County-wide basis.   

 
The amount of unitary revenues to be allocated to the Successor Agency from the 

Project Area for fiscal year 2014-15 is estimated to be $261,500.   
 
The Fiscal Consultant assumes that allocations of unitary revenues will remain constant 

for purposes of projecting tax increment available to pay debt service on the 2015 Bonds. 
 

Major Taxable Property Owners  
 

The following table lists the 10 largest taxable property owners within the Project Area in 
the aggregate for fiscal year 2014-15.  Based on fiscal year 2014-15 locally assessed taxable 
valuations, the top 10 taxable property owners in the Project Area represent approximately 
34.62% of the total assessed value of the Project Area and 40.01% of total incremental value.  

 
TABLE 5 

SUCCESSOR AGENCY TO THE  
FORMER MILPITAS REDEVELOPMENT AGENCY 

Project Area No. 1 
Ten Largest Taxable Property Owners Fiscal Year 2014-15 

 
 
 

Property Owner 

 
No. of 

Parcels 

FY 2014-15 
Secured  

Value 

FY 2014-15 
Unsecured  

Value 

 
 

Total Value 

% of Total 
Assessed 
Value(1) 

% of  
Incremental 

Value 
Cisco Systems, Inc.(2)(3) 6 $333,650,000 $639,715,875  $973,365,875  16.39% 18.94% 
KLA Tencor Corporation(3) 2 82,230,000  201,567,337  283,797,337  4.78 5.52 
Essex Portfolio(4)  1 131,424,789  0  131,424,789  2.21 2.56 
Silicon Valley California I LLC(3) 12 109,472,101  0  109,472,101  1.84 2.13 
Fairfield Murphy RD LLC(4) 2 105,345,742  0  105,345,742  1.77 2.05 
Headway Technologies Inc.(5)  4 0 100,079,790  100,079,790  1.69 1.95 
SPUS6 Murphy Crossing 3 95,431,300  0  95,431,300  1.61 1.86 
Sandisk Corporation(5)(6)  6 0   92,560,878  92,560,878  1.56 1.80 
Sandbox Expansion LLC(6)  5 89,655,191  0  89,655,191  1.51 1.74 
A and P Children Investments 1 75,018,422  0  75,018,422  1.26 1.46 
       
Top 10 Total Valuation  $1,022,227,545  $1,033,923,880  $2,056,151,425  34.62% 40.01% 
Total Fiscal Year 2014-15 AV: $5,939,186,107     
Total Fiscal Year 2014-15 Incremental AV: $5,139,459,268     

      
(1) Based on taxable value for the Project Area for fiscal year 2014-15 of $5,939,186,107 and incremental value of $5,139,459,268, respectively. 
(2) Represents property owned by Cisco Systems, Inc. and Cisco Technology Inc., a subsidiary of Cisco Systems, Inc. 
(3) Property owners have pending assessment appeals. 
(4) Residential land use, all others are used research and development and industrial uses. 
(5) Property owners are lessees of real property within the Project Area on which they maintain personal property; Property owners do not hold fee 

interests in real property within the Project Area and therefore, are assessed taxes only on personal property maintained on leased real 
property. 

(6) The Successor Agency believes that Sandisk Corporation and Sandbox Expansion LLC may be related entities.  
Source: County Assessor; Fraser & Associates 

 
The top property taxpayer in the Project Area is Cisco Systems, Inc. and its subsidiary 

Cisco Technology Inc., which collectively own six parcels in the Project Area and personal 
property thereon with a total assessed value of approximately $973.4 million or 18.94% of total 
incremental value within the Project Area. Cisco Systems, Inc. designs, manufactures and sells 
internet protocol based networking and communications products and services related to the 
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communications and information technology industry. Seven buildings are located on the 
parcels owned by Cisco Systems, Inc. within the Project Are which include a 700-child day care 
center and a Cisco campus used for office space, research and development activities totaling 
1.1 million square feet. 

 
The second largest property taxpayer in the Project Area is KLA Tencor Corporation, 

which owns three parcels in the Project Area and personal property thereon with a total 
assessed value of approximately $283.8 million or 5.52% of total incremental value within the 
Project Area.  KLA Tencor Corporation provides management and process control solutions 
used in the manufacturing of semiconductors. KLA Tencor Corporation maintains its corporate 
headquarters on such property along with research and development and manufacturing 
facilities.  

  
New Development 
 

New development continues to occur within the Project Area, including residential and 
non-residential development pursuant to the City’s Transit Area Specific Plan.  The following 
table summarizes new housing developments within the Project Area that were completed, or 
are in the process of being completed, as of the date of this Official Statement but were not yet 
recognized fully on the fiscal year 2014-15 tax roll and includes estimates of future increases in 
assessed value within the Project Area. The projections of Tax Revenues prepared by the 
Fiscal Consultant and set forth in the section of this Official Statement entitled “THE PROJECT 
AREA – Projected Available Net Tax Increment and Estimated Debt Service Coverage” include 
such estimates of future increases in assessed value within the Project Area.  

 
TABLE 6 

SUCCESSOR AGENCY TO THE  
FORMER MILPITAS REDEVELOPMENT AGENCY 

Project Area No. 1 
New Housing Developments 

(000's Omitted) 
 

  
Units 

Net  
New Value 

FY 
2015-16(1)  

FY 
2016-17(2)  

Second Amendment Area     
  Coyote Creek - Housing 98  $45,152  $22,576  $22,576  
     
Third Amendment Area     
Harmony - DR Horton 111  63,996  31,998  31,998  
Taylor Morrison 186  96,205  48,103  48,103  
Pace Development 82  29,915  14,958  14,958  
Main & Abel Apartments 200  52,790  26,395  26,395  

     
Grand Total 677  $288,058  $144,029  $144,029  

      
(1) Represents estimated increases in assessed values within the Project Area in fiscal year 2015-16. 
(2) Represents estimated increases in assessed values within the Project Area in fiscal year 2016-17. 
Source: Fraser & Associates 

 
See APPENDIX H - “FISCAL CONSULTANT’S REPORT” for further description of new 

development and the Fiscal Consultant’s assumptions related thereto.  
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Tax Rates 
 

Tax rates will vary from area to area within the State, as well as within a community and 
a redevelopment project area.  The tax rate for any particular parcel is based upon the 
jurisdictions levying the tax rate for the area where the parcel is located.  The tax rate consists 
of the general levy rate of $1.00 per $100 of taxable value and any over-ride tax rate.  The over-
ride rate is that portion of the tax rate that exceeds the general levy tax rate and is levied to pay 
voter approved indebtedness or contractual obligations that existed prior to the enactment of 
Proposition XIII. 

 
Section 34183(a)(1) of the Dissolution Act requires the County Auditor-Controller to 

allocate all revenues attributable to tax rates levied to make annual repayments of the principal 
of and interest on any bonded indebtedness for the acquisition or improvement of real property 
to the taxing entity levying the tax rate. As a result, the tax increment revenues being deposited 
into the Redevelopment Property Tax Trust Fund include only revenues derived from the 
general 1% levy and includes no revenues derived from over-ride tax rates that had been 
included in tax increment revenues prior to the dissolution of redevelopment agencies.  The 
Fiscal Consultant's projections of tax increment available to pay debt service on the 2015 Bonds 
are based only on revenue derived from the general levy tax rate.  

 
Teeter Plan 

 
As previously indicated, the County has adopted the Teeter Plan. See “PROPERTY 

TAXATION IN CALIFORNIA - Rate of Collections” for a discussion of the Teeter Plan as 
adopted and applied by the County.  

 
The following tables provide data regarding collections by the County under the Teeter 

Plan within the Project Areas for fiscal years 2009-10 through 2013-14. 
 

TABLE 7 
SUCCESSOR AGENCY TO THE  

FORMER MILPITAS REDEVELOPMENT AGENCY 
Project Area No. 1 

Collections By County Under Teeter Plan 
 

Fiscal 
Year 

Levy per 
County(1) 

Tax Increment 
Collected Less 

Supplementals(2)  

% of 
Levy 

Collected Supplementals 

Total Tax 
Increment 
Collected 

% of Levy 
Collected 

2009-10 $39,747,466  $39,747,466  100.00% $1,128,783  $40,876,249  102.84% 
2010-11 38,588,071  38,588,070  100.00 415,610  39,003,680  101.08 
2011-12 36,557,004  33,790,387  92.43 88,297  33,878,684  92.67(3)  
2012-13 36,277,199  36,577,546 100.83 (36,706) 36,540,840  100.73 
2013-14 44,175,768  45,128,429  102.16 564,398  45,692,827  103.43 
     
Average Receipts to Levy 99.23%     100.33% 

____________________________ 
(1) Levy reported by County Assessor. 
(2) Inclusive of property tax administrative fees of County Assessor. 
(3) Due to the passage of the Dissolution Act, the Successor Agency received payment for supplemental taxes through April 

instead of June 2012. Historically, supplemental taxes for May through June of each year account for approximately 7% of 
total tax increment of each fiscal year. 

Source: County Assessor; Fraser & Associates 
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Appeals of Assessed Values; Proposition 8 Reductions 
 

Pursuant to California law, property owners may apply for a reduction of their property 
tax assessment by filing a written application, in form prescribed by the SBE, with the 
appropriate county board of equalization or assessment appeals board. 

 
After the applicant and the assessor have presented their arguments, the Appeals Board 

makes a final decision on the proper assessed value. The Appeals Board may rule in the 
assessor’s favor, in the applicant’s favor, or the Board may set their own opinion of the proper 
assessed value, which may be more or less than either the assessor’s opinion or the applicant’s 
opinion. 

 
Any reduction in the assessment ultimately granted applies to the year for which the 

application is made and may also affect the values in subsequent years.  Refunds for taxpayer 
overpayment of property taxes may include refunds for overpayment of taxes in years after that 
which was appealed.  Current year values may also be adjusted as a result of a successful 
appeal of prior year values. Any taxpayer payment of property taxes that is based on a value 
that is subsequently adjusted downward will require a refund for overpayment. 

 
Appeals for reduction in the “base year” value of an assessment, if successful, reduce 

the assessment for the year in which the appeal is taken and prospectively thereafter.  The base 
year is determined by the completion date of new construction or the date of change of 
ownership.  Any base year appeal must be made within four years of the change of ownership 
or new construction date. 

 
Appeals may also be filed under Section 51 of the Revenue and Taxation Code, which 

requires that for each lien date the value of real property shall be the lesser of its base year 
value annually adjusted by the inflation factor pursuant to Article XIIIA of the State Constitution 
or its full cash value, taking into account reductions in value due to damage, destruction, 
depreciation, obsolescence, removal of property or other factors causing a decline in value.  
Significant reductions have taken place in some counties due to declining real estate values.  
Reductions made under this code section may be initiated by the County Assessor or requested 
by the property owner.  After a roll reduction is granted under this section, the property is 
reviewed on an annual basis to determine its full cash value and the valuation is adjusted 
accordingly.  This may result in further reductions or in value increases.  Such increases must 
be in accordance with the full cash value of the property and it may exceed the maximum 
annual inflationary growth rate allowed on other properties under Article XIIIA of the State 
Constitution.  Once the property has regained its prior value, adjusted for inflation, it once again 
is subject to the annual inflationary factor growth rate allowed under Article XIIIA. See 
“PROPERTY TAXATION IN CALIFORNIA” above. 

 
History of Assessed Value Appeals; Projection of Future Impact of Pending 

Appeals.  The Fiscal Consultant reviewed assessment appeals data from the County for fiscal 
years 2010-11 through 2012-13, to determine the potential impact that pending appeals may 
have on the projected Tax Revenues.  According to the Fiscal Consultant, a total of 175 appeals 
were filed during such period. Of those 175 appeals, 93 appeals were resolved and 82 appeals 
remained outstanding as of December 2014.  Of the 93 appeals that were resolved during such 
period, 77 appeals or 83% of resolved appeals resulted in reductions in assessed value totaling 
approximately $141 million; representing a total reduction in assessed value of 18%. 
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As of January 2015, there were appeals pending with respect to property within the 
Project Area with a total assessed value of approximately $1.762 billion.  The Fiscal Consultant 
notes that, assuming an 18% reduction in assessed value (based on actual reductions of 
assessed value during fiscal years 2010-11 through 2012-13), the Successor Agency can 
expect to experience a further reduction in assessed value of approximately $313.9 million 
thereby resulting in a reduction in Tax Revenues of approximately $3.139 million. Any 
successful appeals will also result in refunds of property taxes previously paid by property 
owners, which in some cases could include refunds for multiple fiscal years. The projections of 
Tax Revenues prepared by the Fiscal Consultant and set forth in the section of this Official 
Statement entitled “THE PROJECT AREA – Projected Available Net Tax Increment and 
Estimated Debt Service Coverage” take into account reductions in assessed value related to 
pending appeals assuming an 18% reduction in assessed value and that such reductions would 
be reflected in equal amounts on the fiscal year 2015-16 and 2016-17 tax rolls. See “APPENDIX 
H - FISCAL CONSULTANT’S REPORT” for further information regarding pending assessment 
appeals.   

 
Owners of the 2015 Bonds should assume that major property owners, including Cisco 

Systems, Inc., and its subsidiary Cisco Technology Inc., will continue to appeal assessed values 
in the future. 

 
Proposition 8 Reductions.  As discussed in “PROPERTY TAXATION IN CALIFORNIA 

– Proposition 8” above, Proposition 8 allows a temporary reduction in assessed value when the 
current market value of a property is less than the current assessed value as of the lien date.  
 

The Fiscal Consultant reviewed data regarding Proposition 8 reductions for residential 
and non-residential properties in the Project Area for fiscal years 2009-10 through 2014-15. The 
following table summarizes reductions and increases in assessed value for residential and non-
residential properties in the Project Area for fiscal years 2009-10 through 2014-15 tax rolls.  

 
TABLE 8 

SUCCESSOR AGENCY TO THE  
FORMER MILPITAS REDEVELOPMENT AGENCY 

Project Area No. 1 
Proposition 8 Reductions and Increases 

 

 
Residential 
Properties 

Non-
Residential 
Properties 

 
 

Total 
Declines - 2009-10 through 2012-13 

 
  

Number of Parcel Declines(1) 1,385 70 1,455 
Percentage of all Parcels 43% 8% - 
Total Value Decline $163,266,450 $321,533,787 $484,800,237 

 
   

Increases - 2012-13 to 2014-15    
Number of Parcel Increases 1,313 64 1,377 
Percentage of all Parcels 42% 7% - 
Total Value Increase $160,136,610 $308,053,554 $468,190,164 

     
(1) With respect to non-residential properties, figures reflect Proposition 8 reductions from fiscal year 2009-10 through fiscal year 

2011-12 only. 
Source:  Fraser & Associates. 
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As shown in the table above, the assessed values of 1,385 residential parcels (including 

single and multifamily parcels) in the Project Area were reduced under Proposition 8 during 
fiscal years 2009-10 through fiscal year 2012-13, resulting in a total reduction in assessed 
values of residential parcels within the Project Area of approximately $163.3 million.  In addition, 
the assessed values of 70 non-residential parcels in the Project Area were reduced under 
Proposition 8 during fiscal years 2009-10 through fiscal year 2011-12, resulting in a total 
reduction in assessed values of non-residential parcels within the Project Area of approximately 
$321.5 million.  The Fiscal Consultant reports that Proposition 8 reductions in assessed values 
of non-residential parcels within the Project Area occurred primarily during fiscal year 2011-12. 
The Fiscal Consultant further reports that Proposition 8 reductions were triggered because 
assessed values of properties within the Project Area exceeded their then current market values 
as was the case in many areas of the State.  

 
The Fiscal Consultant further reports that in fiscal years 2012-13 through 2014-15, the 

County partially reversed prior Proposition 8 reductions for 1,313 residential parcels and 64 non-
residential parcels within the Project Area, resulting in a total increase in assessed values of 
approximately $468.2 million.  

 
The Fiscal Consultant also reviewed sales data for the Project Area for calendar years 

2013 and 2014 to determine the likelihood of future Proposition 8 reductions.  Based on its 
review, the Fiscal Consultant reports that sale prices of property within the Project Area 
exceeded assessed values by approximately 79% and 61% in calendar year 2013 and during 
the first nine months of 2014, respectively. The Fiscal Consultant notes that the sale prices have 
exceeded assessed values, in part, due to new housing development within the Project Area for 
which only partial value was recorded on the prior year tax rolls as the units were being 
constructed.  The Fiscal Consultant further notes that as of the date of its report, the County had 
reversed most of the prior residential Proposition 8 reductions.  As a result, the Fiscal 
Consultant has assumed that there would be no further Proposition 8 reductions in fiscal year 
2015-16 or future fiscal years for purposes of projections of Tax Revenues.  See “THE 
PROJECT AREAS – Projected Available Net Tax Increment and Estimated Debt Service 
Coverage.”  

 
See “APPENDIX H - FISCAL CONSULTANT’S REPORT” for further information 

regarding Proposition 8 reductions and increases. 
 
Projected Tax Revenues and Estimated Debt Service Coverage 

 
The Fiscal Consultant prepared projections of Tax Revenues for the Project Area and 

they are shown in the Table 9 and 10 below.  The projections reflect the inflation factor of 
1.998% for fiscal year 2015-16 and assume 0% inflationary assessed value growth in fiscal year 
2016-17 and each fiscal year thereafter.  Other assumptions made by the Fiscal Consultant in 
calculating the projected Tax Revenues are described in the Fiscal Consultant’s Report.  See 
“APPENDIX H – FISCAL CONSULTANT’S REPORT.”  Housing Set-Aside is not shown as a 
separate category of revenues because the former Housing Set-Aside is included in Tax 
Revenues. See “SECURITY FOR THE 2015 BONDS - Housing Set-Aside.” 

 
The Fiscal Consultant has also prepared projections of Tax Revenues for the Project 

Area that reflect the inflation factor of 1.998% for fiscal year 2015-16 and assume 2% annual 
real property assessed value growth beginning in fiscal year 2016-17.   See “APPENDIX H – 
Fiscal Consultant’s Report” for such projections.   
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TABLE 9 
SUCCESSOR AGENCY TO THE  

FORMER MILPITAS REDEVELOPMENT AGENCY 
Project Area No. 1 

Projection of Incremental Value and Tax Revenues 
(000’s Omitted) 

 

Fiscal 
Year 

Gross Tax 
Increment(1) 

Plus 
Unitary 

Revenue(3) 

Less 
Admin. 
Fees(4) 

Less 
Property 

Tax 
Refunds(5) 

Less 
Pass-

Through 
Payments(6) 

Tax 
Revenues 

2014-15 $51,395  $262  $734  $689  $8,388  $41,846  
2015-16 52,189(2)  262  745  3,490 7,737  40,478  
2016-17 52,028  262  743  3,490 7,687  40,370  
2017-18 52,028  262  743  0  7,687  43,860  
2018-19 52,028  262  743  0  7,687  43,860  
2019-20 52,028  262  743  0  7,687  43,860  
2020-21 52,028  262  743  0  7,687  43,860  
2021-22 52,028  262  743  0  7,687  43,860  
2022-23 52,028  262  743  0  7,687  43,860  
2023-24 52,028  262  743  0  7,687  43,860  
2024-25 52,028  262  743  0  7,687  43,860  

   2025-26 52,028  262  743  0  7,687  43,860  
2026-27 52,028  262  743  0  7,687  43,860  
2027-28 52,028  262  743  0  7,687  43,860  

   2028-29(7) 52,028  262  743  0  7,687  43,860  
2029-30 38,418  171  548  0  6,252  31,788  
2030-31 38,418  171 548  0  6,252  31,788  
2031-32 38,418  171 548  0  6,252  31,788  

Total $895,199 $4,437  $12,785 $7,668  $134,808 $744,374  
     
(1) Calculated as 1% of assessed values less base year assessed value of $799,726,839. 
(2) Net of estimated reductions in assessed values within the Project Area of approximately $119.2 million in each of fiscal 

years 2015-16 and 2016-17 as a result of pending appeals and inclusive of projected increases in assessed values 
attributable to new residential development of approximately $114 million in each of fiscal year 2015-16 and 2016-17 as 
further described on Table 4 of this Official Statement. 

(3)  Estimated based on actual unitary revenues for fiscal year 2013-14 and assuming no further increases. 
(4)  Estimated based on 1.42% of total tax increment, which is the percent such fee represented in fiscal year 2013-14. 
(5) Represents estimated refunds of previously collected Tax Revenues as a result of assessment appeals pending as of the 

date of this Official Statement and prior successful assessment appeals that have not yet been deducted from the 
Redevelopment Property Tax Trust Fund. 

(6) Represent statutory pass-through payments payable pursuant to AB 1290 with respect to the Original Area, the First 
Amendment Area and the Second Amendment Area. 

(7) The Successor Agency may not collect tax increment revenues from the Original Area or repay debt with those revenues 
after September 1, 2029. 

Source: Fraser & Associates  
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TABLE 10 
SUCCESSOR AGENCY TO THE  

FORMER MILPITAS REDEVELOPMENT AGENCY 
Project Area No. 1 

Estimated Debt Service Coverage 
(000’s Omitted) 

 

Fiscal 
Year 

Tax 
Revenues 

Debt Service 
2015 Bonds(1) 

Debt Service 
Coverage on 
2015 Bonds 

2014-15 $41,846  $13,686(2) 3.06 
2015-16 40,478  11,818 3.43 
2016-17 40,370  11,817 3.42 
2017-18 43,860  11,818 3.71 
2018-19 43,860  11,819 3.71 
2019-20 43,860  11,817 3.71 
2020-21 43,860  11,818 3.71 
2021-22 43,860  11,822 3.71 
2022-23 43,860  11,817 3.71 
2023-24 43,860  11,818 3.71 
2024-25 43,860  11,818 3.71 

   2025-26 43,860  11,817 3.71 
2026-27 43,860  11,818 3.71 
2027-28 43,860  7,626 5.75 
2028-29 43,860  7,623 5.75 
2029-30 31,788  7,625 4.17 
2030-31 31,788  4,140 7.68 
2031-32 31,788  4,137 7.68 

Total $744,374  $186,651  
     
(1)  Represents bond year debt service. 
(2)  Includes debt service on the Prior Bonds due on March 1, 2015. 
Source: Fraser & Associates; Stifel, Nicolaus & Company, Inc. 
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RISK FACTORS 
 

The following information should be considered by prospective investors in evaluating 
the 2015 Bonds. However, the following does not purport to be an exhaustive listing of risks and 
other considerations which may be relevant to investing in the 2015 Bonds. In addition, the 
order in which the following information is presented is not intended to reflect the relative 
importance of any such risks. 

 
The various legal opinions to be delivered concurrently with the issuance of the 2015 

Bonds will be qualified as to the enforceability of the various legal instruments by limitations 
imposed by State and federal laws, rulings and decisions affecting remedies, and by 
bankruptcy, reorganization or other laws of general application affecting the enforcement of 
creditors’ rights, including equitable principles. 

 
Recognized Obligation Payment Schedule 
 

The Dissolution Act provides that only those payments listed in a Recognized Obligation 
Payment Schedule may be made by a successor agency from the funds specified in the 
Recognized Obligation Payment Schedule.  Pursuant to Section 34177 of the Dissolution Act, 
not less than 90-days prior to each January 2 and June 1, the Successor Agency shall submit to 
the Oversight Board and the DOF, a Recognized Obligation Payment Schedule.  For each 
semiannual period, the Dissolution Act requires each successor agency to prepare and 
approve, and submit to the successor agency’s oversight board and the DOF for approval, a 
Recognized Obligation Payment Schedule pursuant to which enforceable obligations (as 
defined in the Dissolution Act) of the successor agency are listed, together with the source of 
funds to be used to pay for each enforceable obligation.  Consequently, Tax Revenues will not 
be withdrawn from the Redevelopment Property Tax Trust Fund by the County Auditor-
Controller and remitted to the Successor Agency without a duly approved and effective 
Recognized Obligation Payment Schedule to pay debt service on the 2015 Bonds and to pay 
other enforceable obligations.  In the event the Successor Agency were to fail to file a 
Recognized Obligation Payment Schedule with respect to a six-month period and, if applicable, 
the following half of the calendar year, the availability of Tax Revenues to the Successor 
Agency could be adversely affected for such period. See “SECURITY FOR THE 2015 BONDS - 
Recognized Obligation Payment Schedules.” 

 
If a successor agency does not submit a Recognized Obligation Payment Schedule 

within five business days of the date upon which the Recognized Obligation Payment Schedule 
is to be used to determine the amount of property tax allocations and the DOF does not provide 
a notice to the County Auditor-Controller to withhold funds from distribution to taxing entities, 
amounts in the Redevelopment Property Tax Trust Fund for such six-month period would be 
distributed to taxing entities as more fully described in the section of this Official Statement 
entitled, “SECURITY FOR THE 2015 BONDS - Recognized Obligation Payment Schedules.”   

 
For a description of the covenants made by the Successor Agency in the Indenture 

relating to the obligation to submit Recognized Obligation Payment Schedules on a timely basis, 
and the Successor Agency’s history of submissions of Recognized Obligation Payment 
Schedules, see “SECURITY FOR THE 2015 BONDS – Recognized Obligation Payment 
Schedules.” 

 
AB 1484 also added provisions to the Dissolution Act implementing certain penalties in 

the event a successor agency does not timely submit a Recognized Obligation Payment 
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Schedule for a six-month period.  Specifically, a Recognized Obligation Payment Schedule must 
be submitted by the successor agency to the oversight board, to the county administrative 
officer, the county auditor-controller, the DOF, and the State Controller no later than 90 days 
before the date of the next January 2 or June 1 property tax distribution with respect to each 
subsequent six-month period.  If a successor agency does not submit a Recognized Obligation 
Payment Schedule by such deadlines, the city or county that established the redevelopment 
agency will be subject to a civil penalty equal to $10,000 per day for every day the schedule is 
not submitted to the DOF.  Additionally, a successor agency’s administrative cost allowance is 
reduced by 25% if the successor agency does not submit an oversight board-approved 
Recognized Obligation Payment Schedule by the 80th day before the date of the next January 2 
or June 1 property tax distribution, as applicable, with respect to the Recognized Obligation 
Payment Schedule for subsequent six-month periods. 

 
Challenges to Dissolution Act 
 

Several successor agencies, cities and other entities have filed judicial actions 
challenging the legality of various provisions of the Dissolution Act.  One such challenge is an 
action filed on August 1, 2012, by Syncora Guarantee Inc. and Syncora Capital Assurance Inc. 
(collectively, “Syncora”) against the State, the State Controller, the State Director of Finance, 
and the Auditor-Controller of San Bernardino County on his own behalf and as the 
representative of all other County Auditors in the State (Superior Court of the State of California, 
County of Sacramento, Case No. 34-2012-80001215).  Syncora are monoline financial guaranty 
insurers domiciled in the State of New York, and as such, provide credit enhancement on bonds 
issued by state and local governments and do not sell other kinds of insurance such as life, 
health, or property insurance.  Syncora provided bond insurance and other related insurance 
policies for bonds issued by former California redevelopment agencies. 

 
The complaint alleged that the Dissolution Act, and specifically the “Redistribution 

Provisions” thereof (i.e., California Health and Safety Code Sections 34172(d), 34174, 34177(d), 
34183(a)(4), and 34188) violate the “contract clauses” of the United States and California 
Constitutions (U.S. Const. art. 1, §10, cl.1; Cal. Const. art. 1, §9) because they 
unconstitutionally impair the contracts among the former redevelopment agencies, bondholders 
and Syncora.  The complaint also alleged that the Redistribution Provisions violate the “Takings 
Clauses” of the United States and California Constitutions (U.S. Const. amend. V; Cal Const. 
art. 1 § 19) because they unconstitutionally take and appropriate bondholders’ and Syncora’s 
contractual right to critical security mechanisms without just compensation. 

 
After hearing by the Sacramento County Superior Court on May 3, 2013, the Superior 

Court ruled that Syncora’s constitutional claims based on contractual impairment were 
premature.  The Superior Court also held that Syncora’s takings claims, to the extent based on 
the same arguments, were also premature.  Pursuant to a Judgment stipulated to by the parties, 
the Superior Court on October 3, 2013, entered its order dismissing the action.  The Judgment, 
however, provides that Syncora preserves its rights to reassert its challenges to the Dissolution 
Act in the future. The Successor Agency does not guarantee that any reassertion of challenges 
by Syncora or that the final results of any of the judicial actions brought by others challenging 
the Dissolution Act will not result in an outcome that may have a material adverse effect on the 
Successor Agency’s ability to timely pay debt service on the 2015 Bonds. 
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Change in Source of Tax Revenues 
 

Because of the varying plan limits discussed above, Tax Revenues will no longer be 
collected from the Original Area after September 21, 2029. Consequently, there will be a period 
prior to the final maturity date of the 2015 Bonds during which the Successor Agency will be 
able to pay debt service on the 2015 Bonds only from property tax revenues allocated to the 
Successor Agency from the First Amendment Area, the Second Amendment Area and the 
Midtown Area. Based on the projections of Tax Revenues prepared by the Fiscal Consultant 
(see “THE PROJECT AREA – Projected Available Net Tax Increment and Estimated Debt 
Service Coverage”), the Successor Agency expects Tax Revenues from the First Amendment 
Area, the Second Amendment Area and the Midtown Area after September 21, 2029 will be 
sufficient to pay debt service on the 2015 Bonds and the 2015 Bonds have been structured to 
take into account this revenue drop.  
 
Concentration of Property Ownership 

 
Based on fiscal year 2014-15 locally assessed taxable valuations, the following property 

owners represent significant ownership concentrations:  
 

 
Property Owner 

Percent of  
Total Value 

Percent of  
Incremental Value Subarea 

Cisco Technology Inc. 16.39% 18.94% Second Amendment Area 
KLA Tencor Corporation 4.78 5.52 Second Amendment Area 

 
Each of these property owners have pending assessed value appeals with respect to 

their property in the Project Area.  The bankruptcy, termination of operations or departure from 
the Project Area by one of the largest property owners from the Project Area could adversely 
impact the availability of Tax Revenues to pay debt service on the 2015 Bonds.  

 
Reduction in Taxable Value 
 

Tax increment revenue available to pay principal of and interest on the 2015 Bonds are 
determined by the amount of incremental taxable value in the Project Area and the current rate 
or rates at which property in the Project Area is taxed. The reduction of taxable values of 
property in the Project Area caused by economic factors beyond the Successor Agency’s 
control, such as relocation out of the Project Area by one or more major property owners, sale 
of property to a non-profit corporation exempt from property taxation, or the complete or partial 
destruction of such property caused by, among other eventualities, earthquake or other natural 
disaster, could cause a reduction in the tax increment available to pay debt service on the 2015 
Bonds. Such reduction of tax increment available to pay debt service on the 2015 Bonds could 
have an adverse effect on the Successor Agency’s ability to make timely payments of principal 
of and interest on the 2015 Bonds; this risk could be increased by the significant concentration 
of property ownership in the Project Area. 

 
The County calculates tax increment to redevelopment project areas by applying a one 

percent rate to the secured and unsecured incremental taxable values. The County also 
allocates unitary revenue on the basis of the total unitary revenue in a project area, without 
reductions for base year revenues.  The allocation of unitary revenue is based on revenues 
received in 1987-88, adjusted by the actual growth or decline in unitary revenues on a 
countywide basis.  
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As described in greater detail under the heading “PROPERTY TAXATION IN 
CALIFORNIA – Article XIIIA of the State Constitution,” Article XIIIA provides that the full cash 
value base of real property used in determining taxable value may be adjusted from year to year 
to reflect the inflation rate, not to exceed a two percent increase for any given year, or may be 
reduced to reflect a reduction in the consumer price index, comparable local data or any 
reduction in the event of declining property value caused by damage, destruction or other 
factors (as described above). Such measure is computed on a calendar year basis. Any 
resulting reduction in the full cash value base over the term of the 2015 Bonds could reduce tax 
increment available to pay debt service on the 2015 Bonds. 

 
In addition to the other limitations on, and required application under the Dissolution Act 

of Tax Revenues on deposit in the Redevelopment Property Tax Trust Fund, the State 
electorate or Legislature could adopt a constitutional or legislative property tax reduction with 
the effect of reducing Tax Revenues allocated to the Redevelopment Property Tax Trust Fund 
and available to the Successor Agency. Although the federal and State Constitutions include 
clauses generally prohibiting the California Legislature’s impairment of contracts, there are also 
recognized exceptions to these prohibitions.  There is no assurance that the State electorate or 
Legislature will not at some future time approve additional limitations that could reduce the tax 
increment available to pay debt service on the 2015 Bonds and adversely affect the source of 
repayment and security of the 2015 Bonds. 
 
Risks to Real Estate Market 
 

The Successor Agency’s ability to make payments on the 2015 Bonds will be dependent 
upon the economic strength of the Project Area. The general economy of the Project Area will 
be subject to all of the risks generally associated with urban real estate markets.  Real estate 
prices and development may be adversely affected by changes in general economic conditions, 
fluctuations in the real estate market and interest rates, unexpected increases in development 
costs and by other similar factors. Further, real estate development within the Project Area 
could be adversely affected by limitations of infrastructure or future governmental policies, 
including governmental policies to restrict or control development. In addition, if there is a 
significant decline in the general economy of the Project Area, the owners of property within the 
Project Area may be less able or less willing to make timely payments of property taxes or may 
petition for reduced assessed valuation causing a delay or interruption in the receipt of Tax 
Revenues by the Successor Agency from the Project Area. See “THE PROJECT AREA - 
Projected Available Net Tax Increment and Estimated Debt Service Coverage” for a description 
of the debt service coverage on the 2015 Bonds. 
 
Reduction in Inflationary Rate 
 

As described in greater detail below, Article XIIIA of the State Constitution provides that 
the full cash value of real property used in determining taxable value may be adjusted from year 
to year to reflect the inflationary rate, not to exceed a 2% increase for any given year, or may be 
reduced to reflect a reduction in the consumer price index or comparable local data. Such 
measure is computed on a calendar year basis. Because Article XIIIA limits inflationary 
assessed value adjustments to the lesser of the actual inflationary rate or 2%, there have been 
years in which the assessed values were adjusted by actual inflationary rates, which were less 
than 2%.  The Successor Agency is unable to predict if any further adjustments to the full cash 
value base of real property within the Project Area, whether an increase or a reduction, will be 
realized in the future. 
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Levy and Collection of Taxes 
 

The Successor Agency has no independent power to levy or collect property taxes. Any 
reduction in the tax rate or the implementation of any constitutional or legislative property tax 
decrease could reduce the tax increment available to pay debt service on the 2015 Bonds. 

 
Although delinquencies in the payment of property taxes by the owners of land in the 

Project Area, and the impact of bankruptcy proceedings on the ability of taxing agencies to 
collect property taxes, could have an adverse effect on the Successor Agency’s ability to make 
timely payments on the 2015 Bonds, the Successor Agency believes any such adverse impact 
is unlikely in light of the debt service coverage provided by net tax increment.  See “THE 
PROJECT AREA - Projected Available Net Tax Increment and Estimated Debt Service 
Coverage” for a description of the debt service coverage on the 2015 Bonds.  
 
Bankruptcy and Foreclosure 
 

The payment of the property taxes from which Tax Revenues are derived and the ability 
of the County to foreclose the lien of a delinquent unpaid tax may be limited by bankruptcy, 
insolvency, or other laws generally affecting creditors’ rights or by the laws of the State relating 
to judicial foreclosure. The various legal opinions to be delivered concurrently with the delivery 
of the 2015 Bonds (including Bond Counsel’s approving legal opinion) will be qualified as to the 
enforceability of the various legal instruments by bankruptcy, insolvency, reorganization, 
moratorium, or other similar laws affecting creditors’ rights, by the application of equitable 
principles and by the exercise of judicial discretion in appropriate cases. 

 
Although bankruptcy proceedings would not cause the liens to become extinguished, 

bankruptcy of a property owner could result in a delay in prosecuting superior court foreclosure 
proceedings. Although such delay would increase the possibility of delinquent tax installments 
not being paid in full and thereby increase the likelihood of a delay or default in payment of the 
principal of and interest on the 2015 Bonds, the Successor Agency believes any such adverse 
impact is unlikely in light of the debt service coverage provided by fiscal year 2013-14 net tax 
increment.  See “THE PROJECT AREA - Projected Available Net Tax Increment and Estimated 
Debt Service Coverage” for a description of the debt service coverage on the 2015 Bonds. 
 
Estimated Revenues 
 

In estimating that net tax increment will be sufficient to pay debt service on the 2015 
Bonds, the Successor Agency and Fiscal Consultant have made certain assumptions with 
regard to present and future assessed valuation in the Project Area, future tax rates and 
percentage of taxes collected. The Successor Agency believes these assumptions to be 
reasonable, but there is no assurance these assumptions will be realized and to the extent that 
the assessed valuation and the tax rates are less than expected, the net tax increment available 
to pay debt service on the 2015 Bonds will be less than those projected and such reduced net 
tax increment may be insufficient to provide for the payment of principal of, premium (if any) and 
interest on the 2015 Bonds. 
 
Hazardous Substances 
 

An additional environmental condition that may result in the reduction in the assessed 
value of property would be the discovery of a hazardous substance that would limit the 
beneficial use of taxable property within the Project Area.  In general, the owners and operators 
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of property may be required by law to remedy conditions of the property relating to releases or 
threatened releases of hazardous substances. The owner or operator may be required to 
remedy a hazardous substance condition of property whether or not the owner or operator has 
anything to do with creating or handling the hazardous substance.  The effect, therefore, should 
any of the property within the Project Area be affected by a hazardous substance, could be to 
reduce the marketability and value of the property by the costs of remedying the condition. 

 
Natural Disasters  
 

The value of the property in the Project Area in the future can be adversely affected by a 
variety of additional factors, particularly those which may affect infrastructure and other public 
improvements and private improvements on property and the continued habitability and 
enjoyment of such private improvements. Such additional factors include, without limitation, 
geologic conditions such as earthquakes, topographic conditions such as earth movements, 
landslides and floods and climatic conditions such as droughts.  In the event that one or more of 
such conditions occur, such occurrence could cause damages of varying seriousness to the 
land and improvements and the value of property in the Project Area could be diminished in the 
aftermath of such events.  A substantial reduction of the value of such properties could affect 
the ability or willingness of the property owners to pay the property taxes. 

 
Seismic. The City, like most regions in the State of California, is located in an area of 

seismic activity and therefore, could be subject to potentially destructive earthquakes.  The 
Hayward fault trends northwest through the western portion of the Milpitas foothills and the 
Calaveras fault trends northwest through the Calaveras Reservoir, approximately 1 1/2 miles 
northeast of the City. The San Andreas fault trends northwestward through the Santa Cruz 
Mountains approximately 13 miles southwest of the City.  All of these faults are active and have 
produced damaging earthquakes in the historic past. Other active and potentially active faults 
are present in the Bay Area and may produce earthquakes that could affect the City. 

 
The occurrence of severe seismic activity in the City could result in substantial damage 

to property located in the Project Area, and could lead to successful appeals for reduction of 
assessed values of such property.  Such a reduction of assessed valuations could result in a 
reduction of the Tax Revenues. 

 
Flood.  Approximately one-quarter of the City is within areas designated by the Federal 
Emergency Management Agency (“FEMA”) as Special Flood Hazard Areas.  Special Flood 
Hazard Areas are areas within the 100-year flood boundary as mapped by FEMA.  The Special 
Flood Hazard Areas within the City are generally located near the Calera, Penitencia, 
Berryessa, Los Coches and Tularcitos creeks.  Severe flooding in the City could result in 
substantial damage to property located in the Project Area, and could lead to successful 
appeals for reduction of assessed value of such property.  Such reductions could result in 
reductions of the Tax Revenues. 
 
Changes in the Law 
 

There can be no assurance that the California electorate will not at some future time 
adopt initiatives or that the California Legislature will not enact legislation that will amend the 
Dissolution Act, the Redevelopment Law or other laws or the Constitution of the State resulting 
in a reduction of tax increment available to pay debt service on the 2015 Bonds. 
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Loss of Tax-Exemption 
 

As discussed under the caption “TAX MATTERS,” interest on the 2015 Bonds could 
become includable in gross income for purposes of federal income taxation retroactive to the 
date the 2015 Bonds were issued, as a result of future acts or omissions of the Successor 
Agency in violation of its covenants in the Indenture.  

 
In addition, current and future legislative proposals, if enacted into law, may cause 

interest on the 2015 Bonds to be subject, directly or indirectly, to federal income taxation by, for 
example, changing the current exclusion or deduction rules to limit the aggregate amount of 
interest on state and local government bonds that may be treated as tax exempt by individuals.  

 
Should such an event of taxability occur, the 2015 Bonds are not subject to special 

redemption and will remain outstanding until maturity or until redeemed under other provisions 
set forth in the Indenture. 
 
Secondary Market 
 

There can be no guarantee that there will be a secondary market for the 2015 Bonds, or, 
if a secondary market exists, that the 2015 Bonds can be sold for any particular price. 
Occasionally, because of general market conditions or because of adverse history or economic 
prospects connected with a particular issue, secondary marketing practices in connection with a 
particular issue are suspended or terminated. Additionally, prices of issues for which a market is 
being made will depend upon the then prevailing circumstances.  
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TAX MATTERS 
 

In the opinion of Jones Hall, A Professional Law Corporation, San Francisco, California, 
Bond Counsel, subject, however to the qualifications set forth below, under existing law, the 
interest on the 2015 Bonds is excluded from gross income for federal income tax purposes and 
such interest is not an item of tax preference for purposes of the federal alternative minimum tax 
imposed on individuals and corporations, provided, however, that, for the purpose of computing 
the alternative minimum tax imposed on corporations (as defined for federal income tax 
purposes), such interest is taken into account in determining certain income and earnings. 

 
The opinions set forth in the preceding paragraph are subject to the condition that the 

Successor Agency comply with all requirements of the Internal Revenue Code of 1986, as 
amended (the “Tax Code”) that must be satisfied subsequent to the issuance of the 2015 
Bonds.  The Successor Agency has covenanted to comply with each such requirement.  Failure 
to comply with certain of such requirements may cause the inclusion of such interest in gross 
income for federal income tax purposes to be retroactive to the date of issuance of the 2015 
Bonds.  

 
If the initial offering price to the public (excluding bond houses and brokers) at which a 

2015 Bond is sold is less than the amount payable at maturity thereof, then such difference 
constitutes “original issue discount” for purposes of federal income taxes and State of California 
personal income taxes.  If the initial offering price to the public (excluding bond houses and 
brokers) at which a 2015 Bond is sold is greater than the amount payable at maturity thereof, 
then such difference constitutes “original issue premium” for purposes of federal income taxes 
and State of California personal income taxes.  De minimis original issue discount and original 
issue premium is disregarded.  

 
Under the Tax Code, original issue discount is treated as interest excluded from federal 

gross income and exempt from State of California personal income taxes to the extent properly 
allocable to each owner thereof subject to the limitations described in the first paragraph of this 
section.  The original issue discount accrues over the term to maturity of the 2015 Bond on the 
basis of a constant interest rate compounded on each interest or principal payment date (with 
straight-line interpolations between compounding dates). The amount of original issue discount 
accruing during each period is added to the adjusted basis of such Bonds to determine taxable 
gain upon disposition (including sale, redemption, or payment on maturity) of such 2015 Bond.  
The Tax Code contains certain provisions relating to the accrual of original issue discount in the 
case of purchasers of the 2015 Bonds who purchase the 2015 Bonds after the initial offering of 
a substantial amount of such maturity.  Owners of such 2015 Bonds should consult their own 
tax advisors with respect to the tax consequences of ownership of 2015 Bonds with original 
issue discount, including the treatment of purchasers who do not purchase in the original 
offering, the allowance of a deduction for any loss on a sale or other disposition, and the 
treatment of accrued original issue discount on such 2015 Bonds under federal individual and 
corporate alternative minimum taxes. 

 
Under the Tax Code, original issue premium is amortized on an annual basis over the 

term of the 2015 Bond (said term being the shorter of the 2015 Bond’s maturity date or its call 
date).  The amount of original issue premium amortized each year reduces the adjusted basis of 
the owner of the 2015 Bond for purposes of determining taxable gain or loss upon disposition.  
The amount of original issue premium on a 2015 Bond is amortized each year over the term to 
maturity of the 2015 Bond on the basis of a constant interest rate compounded on each interest 
or principal payment date (with straight-line interpolations between compounding dates).  
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Amortized Bond premium is not deductible for federal income tax purposes.  Owners of 
premium 2015 Bonds, including purchasers who do not purchase in the original offering, should 
consult their own tax advisors with respect to State of California personal income tax and 
federal income tax consequences of owning such Bonds. 

 
In the further opinion of Bond Counsel, interest on the 2015 Bonds is exempt from 

California personal income taxes. 
 
Owners of the 2015 Bonds should also be aware that the ownership or disposition of, or 

the accrual or receipt of interest on, the 2015 Bonds may have federal or state tax 
consequences other than as described above.  Bond Counsel expresses no opinion regarding 
any federal or state tax consequences arising with respect to the 2015 Bonds other than as 
expressly described above. 
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CONCLUDING INFORMATION 
 
Underwriting 
 

The 2015 Bonds are being purchased by a syndicate of underwriters lead by Stifel, 
Nicolaus & Company, Incorporated (“Stifel”), and consisting of Stifel, Morgan Stanley & Co. 
LLC and Piper Jaffray & Co. (collectively, the “Underwriters”).  The Underwriters have agreed 
to purchase the 2015 Bonds at a price of $148,780,290.45 (being the principal amount of the 
2015 Bonds plus an original issue premium of $21,437,315.00, and less an Underwriters’ 
discount of $447,024.55).  The Underwriters will purchase all of the 2015 Bonds if any are 
purchased. The Underwriters may offer and sell Bonds to certain dealers and others at a price 
lower than the offering price stated on the inside cover page of this Official Statement.  The 
offering price may be changed from time to time by the Underwriters. 

 
Morgan Stanley, parent company of Morgan Stanley & Co. LLC, an Underwriter of the 

2015 Bonds, has entered into a retail distribution arrangement with its affiliate Morgan Stanley 
Smith Barney LLC.  As part of the distribution arrangement, Morgan Stanley & Co. LLC may 
distribute municipal securities to retail investors through the financial advisor network of Morgan 
Stanley Smith Barney LLC.  As part of this arrangement, Morgan Stanley & Co. LLC may 
compensate Morgan Stanley Smith Barney LLC for its selling efforts with respect to the 2015 
Bonds. 
 

Piper Jaffray & Co. and Pershing LLC, a subsidiary of The Bank of New York Mellon 
Corporation, entered into an agreement (the “Agreement”) which enables Pershing LLC to 
distribute certain new issue municipal securities underwritten by or allocated to Piper Jaffray & 
Co., including the 2015 Bonds.  Under the Agreement, Piper Jaffray & Co. will share with 
Pershing LLC a portion of the fee or commission paid to Piper Jaffray & Co.  
 
Legal Opinion 
 

The final approving opinion of Jones Hall, A Professional Law Corporation, San 
Francisco, California, Bond Counsel, will be furnished to the purchaser at the time of delivery of 
the 2015 Bonds. 

 
A copy of the proposed form of Bond Counsel’s final approving opinion with respect to 

the 2015 Bonds is attached hereto as Appendix B. 
 
Certain legal matters will be passed on by Jones Hall, A Professional Law Corporation, 

as Disclosure Counsel and Quint & Thimmig LLP, as Underwriters’ Counsel.   
 
In addition, certain legal matters will be passed upon for the Successor Agency by the 

City Attorney of the City.   
 
Compensation paid to Bond Counsel, Disclosure Counsel and Underwriters’ Counsel is 

contingent upon the sale and delivery of the 2015 Bonds.   
 
Financial Advisor 
 

The Successor Agency has retained the Financial Advisor in connection with the 
authorization, issuance, sale and delivery of the 2015 Bonds. The Financial Advisor is not 
obligated to undertake, and has not undertaken to make, an independent verification or assume 
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responsibility for the accuracy, completeness or fairness of the information contained in this 
Official Statement. The Financial Advisor is an independent registered municipal advisory firm 
and is not engaged in the business of underwriting, trading or distributing municipal or other 
public securities. 

 
Litigation 
 

There is no action, suit or proceeding known to the Successor Agency to be pending and 
notice of which has been served upon and received by the Successor Agency, or threatened, 
restraining or enjoining the execution or delivery of the 2015 Bonds or the Indenture or in any 
way contesting or affecting the validity of the foregoing or any proceedings of the Successor 
Agency taken with respect to any of the foregoing or seeking to restrain or enjoin the repayment 
of the 2015 Bonds or which, in any manner, questions the right of the Successor Agency to use 
the Tax Revenues for repayment of the 2015 Bonds or affects in any manner the right or ability 
of the Successor Agency to collect or pledge the Tax Revenues.  See, however, “RISK 
FACTORS- Challenges to Dissolution Act.”  
 
Ratings 
 

Standard & Poor’s Financial Services LLC, a subsidiary of The McGraw-Hill Companies, 
Inc. (“S&P”), has assigned its rating of “AA-” to the 2015 Bonds. The rating reflects only the view 
of S&P as to the credit quality of the 2015 Bonds, and explanation of the significance of the 
ratings may be obtained from S&P.   

 
The rating issued reflects only the view of S&P, and any explanation of the significance 

of such rating should be obtained from S&P. There is no assurance that such rating will be 
retained for any given period of time or that it will not be revised downward or withdrawn entirely 
by S&P if, in the judgment of S&P, circumstances so warrant.  Any such downward revision or 
withdrawal of any rating obtained may have an adverse effect on the market price of the 2015 
Bonds. 
 
Continuing Disclosure 
 

The Successor Agency will covenant for the benefit of owners of the 2015 Bonds to 
provide certain financial information and operating data relating to the Successor Agency by not 
later than March 31 after the end of each fiscal year of the Successor Agency (currently June 
30th), commencing not later than March 31, 2015 with the report for the 2013-14 fiscal year (the 
“Annual Report”), and to provide notices of the occurrence of certain listed events. This Official 
Statement constitutes the Annual Report for the 2013-14 fiscal year. The specific nature of the 
information to be contained in the Annual Report or the notices of listed events is summarized in 
“APPENDIX D - FORM OF SUCCESSOR AGENCY CONTINUING DISCLOSURE 
CERTIFICATE,” attached to this Official Statement. These covenants have been made in order 
to assist the Underwriters (as defined below) in complying with Securities Exchange 
Commission Rule 15c2-12(b)(5) (the “Rule”). 

 
The City and certain related entities, including the Former Agency, previously entered 

into certain disclosure undertakings under the Rule in connection with the issuance of long-term 
obligations.  During the past five years, the City and such related entities have, in some 
instances, failed to comply with their undertakings. The City and Successor Agency have 
remedied such historical non-compliance.  
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In particular, certain of the City’s audited financial statements and annual reports were 
filed after their respective annual filing deadlines as follows:  

 
(i) audited financial statements for fiscal years 2008-09, 2009-10, 2010-11, 2011-12 and 

2012-13 with respect to the City’s Local Improvement District No. 18 Limited Obligation 
Improvement Bonds, 1996 Series A issued in 1996 were filed 1,452 days, 1,087 days, 722 
days, 356 days and 76 days late, respectively;  

 
(ii) audited financial statements for fiscal years 2008-09, 2009-10, 2010-11 and 2011-12 

with respect to the City’s Local Improvement District No. 18 Limited Obligation Refunding 
Improvement Bonds, Reassessment and Refunding of 1998 issued in 1998 were filed 1,393 
days, 1,028 days, 662 days and 297 days late, respectively;  

 
(iii) audited financial statements for fiscal years 2008-09, 2009-10, 2010-11 and 2011-12 

with respect to the City’s Local Improvement District No. 20 Limited Obligation Improvement 
Bonds, 1998 Series A issued in 1998 were filed 1,393 days, 1,028 days, 662 days and 297 days 
late, respectively;  

 
(iv) audited financial statements for fiscal years 2008-09, 2009-10, 2010-11 and 2011-12 

with respect to the City’s Local Improvement District No. 18 Limited Obligation Improvement 
Bonds, 1998 Series A issued in 1998 were filed 1,393 days, 1,028 days, 662 days and 297 days 
late, respectively; 

 
(v) audited financial statements for fiscal years 2008-09 and 2009-10 with respect to the 

City’s Local Improvement District Nos. 9R and 12R Limited Obligation Refunding Improvement 
Bonds, Reassessment and Refunding of 1999 were filed 174 days and 147 days late, 
respectively;  

 
(vi) annual reports for fiscal years 2008-09 and 2009-10 with respect to the City’s Local 

Improvement District Nos. 9R and 12R Limited Obligation Refunding Improvement Bonds, 
Reassessment and Refunding of 1999 were filed 119 days and 120 days late, respectively; and 

  
(vii) audited financial statements for fiscal year 2009-10 with respect to the Prior Bonds 

were filed 1,162 days late. 
 
The City and its related entities did not always timely file event notices regarding 

changes to the underlying ratings and/or insured ratings of certain of its bonds. The City and its 
related entities have corrected past deficiencies and as of the date hereof, to the best of the 
City’s knowledge, the City and its related entities have filed all required annual reports, semi-
annual reports and notices of rating changes for all currently outstanding debt obligations. 

 
The City has retained Willdan Financial Services to provide continuing disclosure 

services to ensure compliance with its continuing disclosure undertakings in the future. To 
further ensure such compliance, the City has appointed its Finance Director to coordinate the 
preparation of annual disclosure reports by Willdan Financial Services and the filing of such 
reports by the City’s Finance Department and has adopted policies and procedures related 
thereto. 
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Audited Financial Statements 
 

The City of Milpitas’s Comprehensive Annual Financial Report for Fiscal Year Ended 
June 30, 2014 (the “City CAFR”) is attached as Appendix E. The City’s CAFR includes the 
Successor Agency’s audited financial statements for the fiscal year ended June 30, 2014.  The 
Successor Agency’s audited financial statements were audited by Maze & Associates, 
Accountancy Corporation (the “Auditor”). The Auditor has not been asked to consent to the 
inclusion of the Successor Agency’s audited financial statements in this Official Statement and 
has not reviewed this Official Statement.  

 
As described in “SECURITY FOR THE 2015 BONDS - Limited Obligation,” the 2015 

Bonds are payable from and secured by a pledge of Tax Revenues and the 2015 Bonds are not 
a debt of the City. The City’s CAFR is attached as Appendix E to this Official Statement only 
because it includes the Successor Agency’s audited financial statements. 
 
Miscellaneous 
 

All of the preceding summaries of the Indenture, the Redevelopment Law, the 
Dissolution Act, other applicable legislation, the Redevelopment Plan for the Project Area, 
agreements and other documents are made subject to the provisions of such documents 
respectively and do not purport to be complete statements of any or all of such provisions.  
Reference is hereby made to such documents on file with the Successor Agency for further 
information in connection therewith. 

 
This Official Statement does not constitute a contract with the purchasers of the 2015 

Bonds.  Any statements made in this Official Statement involving matters of opinion or 
estimates, whether or not so expressly stated, are set forth as such and not as representations 
of fact, and no representation is made that any of the estimates will be realized. 
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The execution and delivery of this Official Statement by its Executive Director has been 
duly authorized by the Successor Agency. 

 
SUCCESSOR AGENCY TO THE FORMER 
MILPITAS REDEVELOPMENT AGENCY 
 
 
By:   /s/ Thomas C. Williams  
                      Executive Director 
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APPENDIX A 
 

SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE 
 

The following is a brief summary of certain provisions of the Indenture of Trust, dated as of 
March 1, 2015 (the “Indenture”), by and between the Successor Agency and U.S. Bank, 
National Association, as trustee (the “Trustee”), providing for the issuance of the Successor 
Agency to the Former Milpitas Redevelopment Agency 2015 Tax Allocation Refunding Bonds 
(Redevelopment Project Area No. 1) (the “ 2015 Bonds”). This summary does not purport to be 
complete or definitive and is qualified in its entirety by reference to the full terms of the 
Indenture. 

 
Definitions 
 

"Annual Debt Service" means, for each Bond Year, the sum of (a) the interest payable 
on the Outstanding Bonds and Parity Debt in such Bond Year, assuming that the Outstanding 
Serial Bonds are retired as scheduled and that the Outstanding Term Bonds are redeemed from 
mandatory sinking account payments as scheduled, (b) the principal amount of the Outstanding 
Serial Bonds and Parity Debt payable by their terms in such Bond Year, and (c) the principal 
amount of the Outstanding Term Bonds scheduled to be paid or redeemed from mandatory 
sinking account payments in such Fiscal Year.   

 
"Bond" or "Bonds" means the 2015 Bonds and, if the context requires, any additional 

Parity Debt issued pursuant to a Supplemental Indenture pursuant to the Indenture. 
 
"Bond Counsel" means (a) Jones Hall, A Professional Law Corporation, or (b) any other 

attorney or firm of attorneys appointed by or acceptable to the Successor Agency, of nationally-
recognized experience in the issuance of obligations the interest on which is excludable from 
gross income for federal income tax purposes under the Code. 

 
“Bond Proceeds Fund” means the fund by that name established and held by the 

Trustee pursuant to the Indenture. 
 
"Bond Year" means, any twelve-month period beginning on September 2 in any year 

and ending on the next succeeding September 1, both dates inclusive, except that the first Bond 
Year shall begin on the Closing Date, and end on September 1, 2015. 

 
"Business Day" means a day of the year on which banks in San Francisco, California, or 

the city where the Principal Corporate Trust Office is located are not required or permitted to be 
closed and on which the New York Stock Exchange is not closed. 

 
“City” means the City of Milpitas, California, a municipal corporation and general law city 

duly organized and existing under the laws of the State. 
 
"Closing Date" means, with respect to the 2015 Bonds, the date on which the 2015 

Bonds are delivered by the Trustee to the original purchaser thereof. 
 
"Code" means the Internal Revenue Code of 1986 as in effect on the date of issuance of 

the Bonds or (except as otherwise referenced in the Indenture) as it may be amended to apply 
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to obligations issued on the date of issuance of the Bonds, together with applicable, temporary 
and final regulations promulgated, and applicable official public guidance published, under the 
Code. 

 
"Continuing Disclosure Certificate" means the Continuing Disclosure Certificate 

executed by the Successor Agency dated as of the Closing Date, as originally executed and as 
it may be amended from time to time in accordance with the terms thereof. 

 
"Costs of Issuance" means all items of expense directly or indirectly payable by or 

reimbursable to the Successor Agency relating to the authorization, issuance, sale and delivery 
of the Bonds, including but not limited to City and Successor Agency administrative staff costs, 
printing expenses, bond insurance and surety bond premiums, transferred proceeds penalties 
due the United States of America, rating agency fees, filing and recording fees, initial fees and 
charges and first annual administrative fee of the Trustee and fees and expenses of its counsel, 
fees, charges and disbursements of attorneys, financial advisors, accounting firms, consultants 
and other professionals, fees and charges for preparation, execution and safekeeping of the 
Bonds and any other cost, charge or fee in connection with the original issuance of the Bonds. 

 
"Costs of Issuance Account" means the account by that name within the Bond Proceeds 

Fund established and held by the Trustee pursuant to the Indenture. 
 
"County" means the County of Santa Clara, a county duly organized and existing under 

the Constitution and laws of the State. 
 
"Debt Service Fund" means the fund by that name established and held by the Trustee 

pursuant to the Indenture. 
 
“Defeasance Obligations” means (i) cash, (ii) Federal Securities and (iii) Permitted 

Investments listed under subsection (b) of the definition thereof excluding Permitted 
Investments listed under (b) (iv) and (b) (vi). 

 
“Dissolution Act” means Part 1.85 (commencing with Section 34170) of Division 24 of 

the California Health and Safety Code. 
 
"Event of Default" means any of the events described under the caption “Events of 

Default and Acceleration of Maturities.” 
 
"Federal Securities" means any direct, noncallable general obligations of the United 

States of America (including obligations issued or held in book entry form on the books of the 
Department of the Treasury of the United States of America and CATS and TGRS), or 
obligations the payment of principal of and interest on which are unconditionally guaranteed by 
the United States of America. 

 
"Fiscal Year" means any twelve-month period beginning on July 1 in any year and 

extending to the next succeeding June 30, both dates inclusive, or any other twelve month 
period selected and designated by the Successor Agency to the Trustee in writing as its official 
fiscal year period. 
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"Former Agency" means the former Milpitas Redevelopment Agency, a public body 
corporate and politic duly organized and existing under the Law and dissolved in accordance 
with the Dissolution Act. 

 
"Independent Accountant" means any accountant or firm of such accountants duly 

licensed or registered or entitled to practice as such under the laws of the State, appointed by 
the Successor Agency, and who, or each of whom: (a) is in fact independent and not under 
domination of the Successor Agency; (b) does not have any substantial interest, direct or 
indirect, with the Successor Agency; and (c) is not connected with the Successor Agency as an 
officer or employee of the Successor Agency, but who may be regularly retained to make 
reports to the Successor Agency. 

 
"Interest Account" means the account by that name established and held by the Trustee 

pursuant to the Indenture. 
 
"Interest Payment Date" means March 1 and September 1 of each year, commencing 

September 1, 2015, so long as any of the Bonds remain Outstanding under the Indenture. 
 
"Law" means the Community Redevelopment Law, constituting Part 1 of Division 24 of 

the California Health and Safety Code, together with the Dissolution Act, and the acts 
amendatory thereof and supplemental thereto. 

 
"Maximum Annual Debt Service" means, as of the date of calculation, the largest Annual 

Debt Service for the current or any future Bond Year, including payments on any Parity Debt, as 
certified in writing by the Successor Agency to the Trustee.   

 
"Outstanding" when used as of any particular time with reference to Bonds, means 

(subject to the provisions of the Indenture) all Bonds except: (a) Bonds theretofore canceled by 
the Trustee or surrendered to the Trustee for cancellation; (b) Bonds paid or deemed to have 
been paid within the meaning of the Indenture; and (c) Bonds in lieu of or in substitution for 
which other Bonds shall have been authorized, executed, issued and delivered by the 
Successor Agency pursuant to the Indenture. 

 
“Oversight Board” means the Oversight Board of the Successor Agency to the Former 

Milpitas Redevelopment Agency, duly constituted from time to time pursuant to Section 34179 
of the California Health and Safety Code. 

 
"Owner" or "Bondowner" means, with respect to any Bond, the person in whose name 

the ownership of such Bond shall be registered on the Registration Books. 
 
“Parity Debt” means any loan, bonds, notes, advances or indebtedness payable from 

Tax Revenues on a parity with the 2015 Bonds as authorized by the provisions of the Indenture. 
 
“Parity Debt Instrument” means any resolution, indenture of trust, loan agreement, trust 

agreement or other instrument authorizing the issuance of any Parity Debt, including, without 
limitation, a Supplemental Indenture authorized by the Indenture. 

 
"Participating Underwriter" has the meaning ascribed thereto in the Continuing 

Disclosure Certificate. 
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"Permitted Investments" means any of the following which at the time of investment are 
legal investments under the laws of the State for the moneys proposed to be invested therein: 

 
(a)  Federal Securities; 
 
(b) bonds, debentures, notes or other evidence of indebtedness issued or 

guaranteed by any of the following federal agencies and provided such obligations are 
backed by the full faith and credit of the United States of America (stripped securities are 
only permitted if they have been stripped by the agency itself): (i) direct obligations or 
fully guaranteed certificates of beneficial ownership of the U.S. Export-Import Bank; (ii) 
certificates of beneficial ownership of the Farmers Home Administration; (iii) obligations 
of the Federal Financing Bank; (iv) debentures of the Federal Housing Administration; 
(v) participation certificates of the General Services Administration; (vi) guaranteed 
mortgage-backed bonds or guaranteed pass-through obligations of the Government 
National Mortgage Association; (vii) guaranteed Title XI financings of the U.S. Maritime 
Administration; (viii) project notes, local authority bonds, new communities debentures 
and U.S. public housing notes and bonds of the U.S. Department of Housing and Urban 
Development; 

 
(c) bonds, debentures, notes or other evidence of indebtedness issued or 

guaranteed by any of the following non-full faith and credit U.S. government agencies 
(stripped securities are only permitted if they have been stripped by the agency itself): (i) 
senior debt obligations of the Federal Home Loan Bank System; (ii) participation 
certificates and senior debt obligations of the Federal Home Loan Mortgage Corporation; 
(iii) mortgaged-backed securities and senior debt obligations of the Federal National 
Mortgage Association (excluding stripped mortgage securities which are valued greater 
than par on the portion of unpaid principal); (iv) senior debt obligations of the Student 
Loan Marketing Association; (v) obligations (but only the interest component of stripped 
obligations) of the Resolution Funding Corporation; and (vi) consolidated system wide 
bonds and notes of the Farm Credit System; 

 
(d) money market funds (including funds of the Trustee or its affiliates) registered 

under the Federal Investment Company Act of 1940, whose shares are registered under 
the Federal Securities Act of 1933, and having a rating by S&P of "AAAm-G", "AAAm", 
or "AAm", including funds for which the Trustee, its affiliates or subsidiaries provide 
investment advisory or other management services; 

 
(e) certificates of deposit secured at all times by collateral described in (a) or (b) 

above, which have a maturity of one year or less, which are issued by commercial 
banks, including affiliates of the Trustee, savings and loan associations or mutual 
savings banks, and such collateral must be held by a third party, and the Trustee on 
behalf of the Bond Owners must have a perfected first security interest in such collateral;  

 
(f) certificates of deposit, savings accounts, deposit accounts or money market 

deposits (including those of the Trustee and its affiliates) which are fully insured by the 
Federal Deposit Insurance Corporation; 

 
(g) unsecured certificates of deposit, time deposits, money market deposits, 

demand deposits and bankers’ acceptances of any bank (including those of the Trustee, 
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its parent and its affiliates) the short-term obligations of which are rated on the date of 
purchase “A-1” or better by S&P and “P-1” by Moody’s; 

 
(h) investment agreements, including guaranteed investment contracts, which, 

are general obligations of an entity whose long term debt obligations, or claims paying 
ability, respectively, which are rated in one of the two highest rating categories by S&P 
or which are collateralized so as to be rated in one of the two highest rating categories 
by S&P; 

 
(i) commercial paper rated, at the time of purchase, ""A-1" or better by S&P; 
 
(j) bonds or notes issued by any state or municipality which are rated by S&P in 

one of the two highest rating categories assigned by such agencies; 
 
(k) money market funds, federal funds or bankers acceptances with a maximum 

term of one year of any bank which has an unsecured, uninsured and unguaranteed 
obligation rating of "A-1" or "A" or better by S&P; 

 
(l) repurchase agreements for 30 days or less (or for more than 30 days if such 

repurchase agreements provide for the transfer of securities from a dealer bank or 
securities firm (seller/borrower) to the Trustee and the transfer of cash from the Trustee 
to the dealer bank or securities firm with an agreement that the dealer bank or securities 
firm will repay the cash plus a yield to the Trustee in exchange for the securities at a 
specified date), which satisfy the following criteria: 

 
(i) repurchase agreements must be between the Trustee and (A) a 

primary dealer on the Federal Reserve reporting dealer list which falls under the 
jurisdiction of the Securities Investors Protection Corporation and which are rated 
"A" or better by S&P, or (B) a bank rated "A" or better by S&P; 

 
(ii) the written repurchase agreement contract must include the following: 

(A) securities acceptable for transfer, which may be direct U.S. government 
obligations, or federal agency obligations backed by the full faith and credit of the 
U.S. government; (B) the term of the repurchase agreement may be up to 30 
days; (C) the collateral must be delivered to the Trustee or a third party acting as 
agent for the Trustee simultaneous with payment (perfection by possession of 
certificated securities); (D) the Trustee must have a perfected first priority 
security interest in the collateral; (E) the collateral must be free and clear of third-
party liens and, in the case of a broker which falls under the jurisdiction of the 
Securities Investors Protection Corporation, are not subject to a repurchase 
agreement or a reverse repurchase agreement; (F) failure to maintain the 
requisite collateral percentage, after a two day restoration period, will require the 
Trustee to liquidate the collateral; (G) the securities must be valued weekly, 
marked-to-market at current market price plus accrued interest and the value of 
collateral must be equal to 104% of the amount of cash transferred by the 
Trustee to the dealer bank or securities firm under the repurchase agreement 
plus accrued interest (unless the securities used as collateral are obligations of 
the Federal National Mortgage Association or the Federal Home Loan Mortgage 
Corporation, in which case the collateral must be equal to 105% of the amount of 



 
 

 
A-6 

cash transferred by the Trustee to the dealer bank or securities firm under the 
repurchase agreement plus accrued interest). If the value of securities held as 
collateral falls below 104% of the value of the cash transferred by the Trustee, 
then additional cash and/or acceptable securities must be transferred; and 

 
(iii) a legal opinion must be delivered to the Trustee to the effect that the 

repurchase agreement meets guidelines under state law for legal investment of 
public funds; 

 
(m)  pre-refunded municipal bonds rated "AAA" by S&P; and 
 
(n)  the Local Agency Investment Fund of the State of California, created 

pursuant to Section 16429.1 of the California Government Code. 
 

"Plan Limit" means the limitation contained in the Redevelopment Plan on the number of 
dollars of taxes which may be divided and allocated to the Agency pursuant to the 
Redevelopment Plan, as such limitation is prescribed by Section 33333.2 of the Law. 

 
"Project Area" means the project area described in the Redevelopment Plan. 
 
"Principal Account" means the account by that name established and held by the 

Trustee pursuant to the Indenture. 
 
"Principal Corporate Trust Office" means such corporate trust office of the Trustee as 

may be designated from time to time by written notice from the Trustee to the Successor 
Agency.  Except that with respect to presentation of Bonds for payment or for registration of 
transfer and exchange such term shall mean the corporate trust office of U.S. Bank National 
Association in St. Paul, Minnesota or such other office or agency of the Trustee at which at any 
particular time, its corporate trust agency or operations shall be conducted. 

 
"Project Area" means the project area described in the Redevelopment Plan. 
 
"Qualified Reserve Account Credit Instrument" means (i) the 2015 Reserve Policy and 

(ii) an irrevocable standby or direct-pay letter of credit, insurance policy, or surety bond issued 
by a commercial bank or insurance company and deposited with the Trustee, provided that all of 
the following requirements are met at the time of acceptance thereof by the Trustee: (a) S&P or 
Moody’s have assigned a long-term credit rating to such bank or insurance company of “A” or 
higher; (b) such letter of credit, insurance policy or surety bond has a term of at least 12 months; 
(c) such letter of credit, insurance policy or surety bond has a stated amount at least equal to 
the Reserve Requirement or, if such letter of credit, insurance policy or surety bond is being 
provided with respect to only a portion of the Reserve Requirement, such letter of credit, 
insurance policy or surety bond has a stated amount at least equal to that portion of the 
Reserve Requirement with respect to which funds are proposed to be released; and (d) the 
Trustee is authorized pursuant to the terms of such letter of credit, insurance policy or surety 
bond to draw thereunder an amount equal to any deficiencies which may exist from time to time 
in the Interest Account or the Principal Account for the purpose of making payments required 
pursuant to the Indenture. 
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“Recognized Obligation Payment Schedule” means the schedule by that name prepared 
before each six-month fiscal period in accordance with the requirements of Section 34177(l) of 
the California Health and Safety Code. 

 
"Redemption Account" means the account by that name established and held by the 

Trustee pursuant to the Indenture. 
 
“Redevelopment Obligation Retirement Fund” means the fund established and held by 

the Successor Agency pursuant to Section 34170.5(a) of the California Health and Safety Code.   
 
"Redevelopment Plan" means the Amended and Restated Redevelopment Plan for 

Milpitas Redevelopment Project Area No. 1 approved by Ordinance No. 192.14 of the City 
Council of the City of Milpitas adopted June 17, 2003, together with any amendments thereof 
thereafter duly enacted pursuant to the Law. 

 
“Redevelopment Property Tax Trust Fund” means the fund established pursuant to 

Section 34170.5(b) of the California Health and Safety Code and administered by the County 
Auditor-Controller. 

 
"Registration Books" means the records maintained by the Trustee pursuant to the 

Indenture for the registration and transfer of ownership of the Bonds. 
 
“Refunding Law” means Article 11 (commencing with Section 53580) of Chapter 3 of 

Part 1 of Division 2 of Title 5 of the Government Code of the State, and the acts amendatory 
thereof and supplemented thereto. 

 
"Reserve Account" means the account by that name established and held by the Trustee 

pursuant to the Indenture. 
 
“Reserve Requirement” means, with respect to the 2015 Bonds and any Parity Debt 

issued as Bonds pursuant to a Supplemental Indenture, the lesser of (i) 125% of the average 
Annual Debt Service with respect to the 2015 Bonds and such Parity Debt, as applicable or (ii) 
Maximum Annual Debt Service with respect to the 2015 Bonds and such Parity Debt, as 
applicable; provided, that in no event shall the Successor Agency, in connection with the 
issuance of the 2015 Bonds or any Parity Debt in the form of Bonds pursuant to a Supplemental 
Indenture be obligated to deposit an amount in the Reserve Account which is in excess of the 
amount permitted by the applicable provisions of the Code to be so deposited from the 
proceeds of tax-exempt bonds without having to restrict the yield of any investment purchased 
with any portion of such deposit and, in the event the amount of any such deposit into the 
Reserve Account is so limited, the Reserve Requirement shall, in connection with the issuance 
of such Parity Debt issued in the form of Bonds, be increased only by the amount of such 
deposit as permitted by the Code; and, provided further that the Successor Agency may meet 
all or a portion of the Reserve Requirement by depositing a Qualified Reserve Account Credit 
Instrument meeting the requirements of the Indenture.  

 
"S&P" means Standard & Poor's Ratings Services and its successors. 
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“Semiannual Period” means (a) each six-month period beginning on January 1 of any 
calendar year and ending on June 30 of such calendar year, and (b) each six-month period 
beginning on July 1 of any calendar year and ending on December 31 of such calendar year. 

 
"Serial Bonds" means all Bonds other than Term Bonds. 
 
"Sinking Account" means the account by that name established and held by the Trustee 

pursuant to the Indenture. 
 
"State" means the State of California. 
 
“Subordinate Debt” means any Loan, advances or indebtedness issued or incurred by 

the Successor Agency, which are either: (a) payable from, but not secured by a pledge of or lien 
upon, the Tax Revenues, including revenue bonds and other debts and obligations scheduled 
for payment pursuant to Section 34183(a)(2) of the Law; or (b) secured by a pledge of or lien 
upon the Tax Revenues which is subordinate to the pledge of and lien upon the Tax Revenues 
under the Indenture for the security of the Bonds. 

 
“Successor Agency” means the Successor Agency to the Former Milpitas 

Redevelopment Agency, a public entity duly organized and existing under the Law.   
 
"Supplemental Indenture" means any resolution, agreement or other instrument that has 

been duly adopted or entered into by the Successor Agency, but only if and to the extent that 
such Supplemental Indenture is specifically authorized under the Indenture. 

 
"Tax Revenues" means all taxes that were eligible for allocation to the Former Agency 

with respect to the Project Area and are allocated to the Successor Agency pursuant to Article 6 
of Chapter 6 (commencing with Section 33670) of the Law and Section 16 of Article XVI of the 
Constitution of the State, or pursuant to other applicable State laws, and that are deposited in 
the Redevelopment Property Tax Trust Fund for transfer to the Successor Agency for deposit 
into the Redevelopment Obligation Retirement Fund, excluding therefrom all amounts required 
to be paid to taxing entities pursuant to Sections 33607.5 and 33607.7 of the Law unless such 
payments are subordinated to payments on the 2015 Bonds or any additional Bonds pursuant to 
Section 33607.5(e) of the Law and 34177.5(c) of the Dissolution Act.   

 
"Term Bonds" means any Parity Debt issued pursuant to a Supplemental Indenture 

pursuant to the Indenture and payable from amounts in the Sinking Account established under 
the Indenture. 

 
"Trustee" means U.S. Bank National Association, as trustee under the Indenture, or any 

successor thereto appointed as trustee in accordance with the provisions of the Indenture. 
 
"Written Request of the Successor Agency" or "Written Certificate of the Successor 

Agency" means a request or certificate, in writing signed by the Chair, the Executive Director or 
the Assistant Executive Director of the Successor Agency, or by any other officer of the 
Successor Agency duly authorized by the Successor Agency for that purpose.  
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"1997 Bonds" means the Milpitas Redevelopment Agency Redevelopment Project Area 
No. 1 Tax Allocation Bonds, Series 1997 in the initial principal amount of $39,345,000, issued 
by the Former Agency. 

 
"2003 Bonds" means the Milpitas Redevelopment Agency Redevelopment Project Area 

No. 1 2003 Tax Allocation Bonds in the initial principal amount of $200,000,000, issued by the 
Former Agency. 

 
"2003 Bonds Refunding Fund" means the fund by that name established in the 

Indenture. 
 
"2003 Bonds Refunding Instructions" means those Irrevocable Refunding Instructions 

dated the date of issuance and delivery of the 2015 Bonds relating to the defeasance and 
refunding of the 2003 Bonds, executed by the Successor Agency and delivered to U.S. Bank 
National Association, as trustee of the 2003 Bonds. 

 
"2015 Insurance Agreement" means the Insurance Agreement dated the Closing Date 

with respect to the 2015 Bonds between the 2015 Reserve Insurer and the Successor Agency. 
 
"2015 Reserve Insurer" means Assured Guaranty Municipal Corp., a New York stock 

insurance company, or any successor thereto or assignee thereof, as issuer of the 2015 
Reserve Policy. 

 
"2015 Reserve Policy" means municipal bond debt service reserve insurance policy 

issued by the 2015 Reserve Insurer in the principal amount of $11,822,000.00. 
 
"2015 Bonds" means the Successor Agency to the Former Milpitas Redevelopment 

Agency 2015 Tax Allocation Refunding Bonds (Redevelopment Project Area No. 1). 
 

Security of Bonds; Equal Security 
 

Except as provided in the Indenture, the Bonds and any Parity Debt shall be equally 
secured by a pledge of, security interest in and lien on all of the Tax Revenues, including all of 
the Tax Revenues in the Redevelopment Obligation Retirement Fund and a first and exclusive 
pledge of, security interest in and lien upon all of the moneys in the Debt Service Fund, the 
Interest Account, the Principal Account, the Sinking Account and the Redemption Account, 
without preference or priority for series, issue, number, dated date, sale date, date of execution 
or date of delivery.  The Bonds and all Parity Debt shall be additionally secured by a first and 
exclusive pledge of, security interest in and lien upon all of the moneys in the Reserve Account 
established by the Indenture. The Bonds shall be also equally secured by the pledge and lien 
created with respect to the Bonds by Section 34177.5(g) of the Law on moneys deposited from 
time to time in the Redevelopment Property Tax Trust Fund.  Except for the Tax Revenues and 
such moneys, no funds or properties of the Successor Agency shall be pledged to, or otherwise 
liable for, the payment of principal of or interest on the Bonds.   

 
In consideration of the acceptance of the Bonds by those who shall hold the same from 

time to time, the Indenture shall be deemed to be and shall constitute a contract between the 
Successor Agency and the Owners from time to time of the Bonds, and the covenants and 
agreements set forth in the Indenture to be performed on behalf of the Successor Agency shall 
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be for the equal and proportionate benefit, security and protection of all Owners of the Bonds 
without preference, priority or distinction as to security or otherwise of any of the Bonds over 
any of the others by reason of the number or date thereof or the time of sale, execution and 
delivery thereof, or otherwise for any cause whatsoever, except as expressly provided therein or 
in the Indenture. 

 
Establishment of Funds and Accounts; Flow of Funds 
 

Bond Proceeds Fund; Costs of Issuance Account.  A separate fund shall be established 
pursuant to the Indenture to be known as the "Bond Proceeds Fund", which shall be held by the 
Trustee in trust, and within such Fund there shall be established a separate Costs of Issuance 
Account.  The moneys in the Costs of Issuance Account shall be used and withdrawn by the 
Trustee from time to time to pay the Costs of Issuance upon submission of a Written Request of 
the Successor Agency stating the person to whom payment is to be made, the amount to be 
paid, the purpose for which the obligation was incurred and that such payment is a proper 
charge against said fund.  On the date which is 6 months following the Closing Date, or upon 
the earlier Written Request of the Successor Agency, all amounts (if any) remaining in the Costs 
of Issuance Account shall be withdrawn therefrom by the Trustee and transferred to the Interest 
Account of the Debt Service Fund, and the Trustee shall close the Costs of Issuance Account. 

 
Refunding Fund.  A separate fund shall be established pursuant to the Indenture to be 

known as the 2003 Bonds Refunding Fund and held by the Trustee in trust for the benefit of the 
Successor Agency.  The moneys in the 2003 Bonds Refunding Fund shall be maintained 
separate and apart from other moneys of the Successor Agency.  The Trustee shall transfer all 
moneys on deposit in the 2003 Bonds Refunding Fund to U.S. Bank National Association, as 
trustee of the 2003 Bonds, for deposit and application under and pursuant to the 2003 Bonds 
Refunding Instructions.  Upon making such transfer, the 2003 Bonds Refunding Fund shall be 
closed.  

 
Redevelopment Obligation Retirement Fund; Deposit of Tax Revenues. The Successor 

Agency has heretofore established the Redevelopment Obligation Retirement Fund pursuant to 
Section 34170.5(a) of the Law which the Successor Agency shall continue to hold and maintain 
so long as any of the Bonds are Outstanding.  

 
The Successor Agency shall deposit all of the Tax Revenues received with respect to 

any Semiannual Period into the Redevelopment Obligation Retirement Fund promptly upon 
receipt thereof by the Successor Agency.  All Tax Revenues received by the Successor Agency 
in excess of the amount required to make the deposits required under the Indenture in order to 
pay debt service on the Bonds and any Parity Debt and to make any other payments required 
thereunder, and except as may be provided to the contrary in the Indenture or in any 
Supplemental Indenture or Parity Debt Instrument, shall be released from the pledge and lien 
thereunder and shall be applied in accordance with the Law, including but not limited to the 
payment of debt service on any Subordinate Debt.  Prior to the payment in full of the principal of 
and interest and redemption premium (if any) on the Bonds and the payment in full of all other 
amounts payable under the Indenture and under any Supplemental Indentures, the Successor 
Agency shall not have any beneficial right or interest in the moneys on deposit in the 
Redevelopment Obligation Retirement Fund, except as may be provided in the Indenture and in 
any Supplemental Indenture. 
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Deposit of Amounts by Trustee 
 

A trust fund shall be established under the Indenture to be known as the Debt Service 
Fund, which shall be held by the Trustee thereunder in trust.  Concurrently with transfers with 
respect to Parity Debt pursuant to Parity Debt Instruments, moneys in the Redevelopment 
Obligation Retirement Fund shall be transferred by the Successor Agency to the Trustee in the 
following amounts, at the following times, and deposited by the Trustee in the following 
respective special accounts, which are established pursuant to the Indenture in the Debt 
Service Fund, and in the following order of priority: 

 
(a)  Interest Account.  On or before the 4th Business Day preceding each Interest 

Payment Date, the Successor Agency shall withdraw from the Redevelopment 
Obligation Retirement Fund and transfer to the Trustee, for deposit in the Interest 
Account an amount which, when added to the amount contained in the Interest Account 
on that date, will be equal to the aggregate amount of the interest becoming due and 
payable on the Outstanding Bonds and any Parity Debt on such Interest Payment Date.  
No such deposit need be made to the Interest Account if the amount contained therein is 
at least equal to the interest to become due on the next succeeding Interest Payment 
Date upon all of the Outstanding Bonds and any Parity Debt.  All moneys in the Interest 
Account shall be used and withdrawn by the Trustee solely for the purpose of paying the 
interest on the Bonds and any Parity Debt as it shall become due and payable. 

 
(b)  Principal Account.  On or before the 4th Business Day preceding each 

September 1 on which the principal of the Bonds becomes due and payable, and at 
maturity, the Successor Agency shall withdraw from the Redevelopment Obligation 
Retirement Fund and transfer to the Trustee for deposit in the Principal Account an 
amount which, when added to the amount then on deposit in the Principal Account, will 
be equal to the amount of principal coming due and payable on such date on the Bonds.  
No such deposit need be made to the Principal Account if the amount contained therein 
is at least equal to the principal to become due on the next September 1 on all of the 
Outstanding Bonds and any Parity Debt.  All moneys in the Principal Account shall be 
used and withdrawn by the Trustee solely for the purpose of paying the principal of the 
Bonds and any Parity Debt as it shall become due and payable.  

 
(c)  Sinking Account.  No later than the 4th Business Day preceding each 

September 1 on which any Bond becomes subject to mandatory redemption, the 
Successor Agency shall withdraw from the Redevelopment Obligation Retirement Fund 
and transfer to the Trustee for deposit in the Sinking Account an amount which, when 
added to the amount then contained in the Sinking Account, will be equal to the 
aggregate principal amount of the Term Bonds required to be redeemed on such 
September 1.  No such deposit need be made to the Sinking Account if the amount 
contained therein is at least equal to the Sinking Account payments to become due on 
the next September 1 on all of the Outstanding Bonds and any Parity Debt.  All moneys 
on deposit in the Sinking Account shall be used and withdrawn by the Trustee for the 
sole purpose of paying the principal of the Term Bonds as it shall become due and 
payable upon redemption or purchase pursuant to the Indenture.   

 
 (d)  Reserve Account.  Within the Debt Service Fund a separate account shall 

be established pursuant to the Indenture to be known as the “Reserve Account” solely 
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as security for payments payable by the Successor Agency pursuant to the Indenture 
pursuant to any other Parity Debt Instrument, which shall be held by the Trustee in trust 
for the benefit of the Owners of the Bonds and any Parity Debt.  The Reserve 
Requirement for the 2015 Bonds will be satisfied by the delivery of the 2015 Reserve 
Policy by the 2015 Reserve Insurer on the Closing Date with respect to the 2015 Bonds.  
The Successor Agency will have no obligation to replace the 2015 Reserve Policy or to 
fund the Reserve Account with cash if, at any time that the 2015 Bonds are Outstanding, 
amounts are not available under the 2015 Reserve Policy other than in connection with a 
draw on the Surety Bond. 

 
Except as provided in the preceding paragraph and as may be provide in a 

Supplemental Indenture, in the event that the amount on deposit in the Reserve Account 
at any time becomes less than the Reserve Requirement, the Trustee shall promptly 
notify the Successor Agency of such fact. Upon receipt of any such notice and as 
promptly as is permitted by the Law, the Successor Agency shall transfer to the Trustee 
an amount sufficient to maintain the Reserve Requirement on deposit in the Reserve 
Account.   

 
The amount on deposit in the Reserve Account shall be maintained at the 

Reserve Requirement at all times prior to the payment of the Bonds and any Parity Debt 
in full.  If there shall then not be sufficient Tax Revenues to transfer an amount sufficient 
to maintain the Reserve Requirement on deposit in the Reserve Account, the Successor 
Agency shall be obligated to continue making transfers as Tax Revenues become 
available until there is an amount sufficient to maintain the Reserve Requirement on 
deposit in the Reserve Account.  No such transfer and deposit need be made to the 
Reserve Account so long as there shall be on deposit therein a sum at least equal to the 
Reserve Requirement.  All money in the Reserve Account shall be used and withdrawn 
by the Trustee solely for the purpose of making transfers pursuant to any Parity Debt 
Instrument and under the Indenture to the Interest Account, the Principal Account and 
the Sinking Account, in the event of any deficiency at any time in any of such accounts 
or for the retirement of all the Bonds then Outstanding, except that so long as the 
Successor Agency is not in default under the Indenture or under any Parity Debt 
Instrument, any amount in the Reserve Account in excess of the Reserve Requirement 
shall be withdrawn from the Reserve Account semiannually on or before 2 Business 
Days preceding each March and September 1 by the Trustee and deposited in the 
Interest Account or be applied pro rata in accordance with any applicable provision of a 
Parity Debt Instrument.  All amounts in the Reserve Account on the Business Day 
preceding the final Interest Payment Date shall be withdrawn from the Reserve Account 
and shall be transferred to the Interest Account and the Principal Account, in such order, 
to the extent required to make the deposits then required to be made pursuant to the 
Indenture or shall be applied pro rata as required by any Parity Debt Instrument, as 
applicable. 

 
The Successor Agency shall have the right at any time to direct the Trustee to 

release funds from the Reserve Account, in whole or in part, by tendering to the Trustee: 
(i) a Qualified Reserve Account Credit Instrument, and (ii) an opinion of Bond Counsel 
stating that neither the release of such funds nor the acceptance of such Qualified 
Reserve Account Credit Instrument will cause interest on the Bonds or any Parity Debt 
the interest on which is excluded from gross income of the owners thereof for federal 
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income tax purposes to become includable in gross income for purposes of federal 
income taxation.  Upon tender of such items to the Trustee, and upon delivery by the 
Successor Agency to the Trustee of written calculation of the amount permitted to be 
released from the Reserve Account (upon which calculation the Trustee may 
conclusively rely), the Trustee shall transfer such funds from the Reserve Account to the 
Successor Agency to be applied in accordance with the Law.  The Trustee shall comply 
with all documentation relating to a Qualified Reserve Account Credit Instrument as shall 
be required to maintain such Qualified Reserve Account Credit Instrument in full force 
and effect and as shall be required to receive payments thereunder in the event and to 
the extent required to make any payment when and as required pursuant to the 
Indenture.  Upon the expiration of any Qualified Reserve Account Credit Instrument, the 
Successor Agency shall either (i) replace such Qualified Reserve Account Credit 
Instrument with a new Qualified Reserve Account Credit Instrument, or (ii) deposit or 
cause to be deposited with the Trustee an amount of funds equal to the Reserve 
Requirement, to be derived from the first legally available Tax Revenues. If the Reserve 
Requirement is being maintained partially in cash and partially with a Qualified Reserve 
Account Credit Instrument, the cash shall be first used to meet any deficiency which may 
exist from time to time in the Interest Account or the Principal Account for the purpose of 
making payments required pursuant to the Indenture.  If the Reserve Requirement is 
being maintained with two or more Qualified Reserve Account Credit Instruments, any 
draw to meet a deficiency which may exist from time to time in the Interest Account or 
the Principal Account for the purpose of making payments required pursuant to the 
Indenture shall be pro-rata with respect to each such instrument.  If the Reserve 
Requirement with respect to a particular series of Bonds is secured by a Qualified 
Reserve Account Credit Instrument that relates only to such series of Bonds, the 
calculation of Reserve Requirement for such series of Bonds shall be calculated on a 
stand alone basis. 

 
The Reserve Account may be maintained in the form of one or more separate 

sub-accounts which are established for the purpose of holding the proceeds of separate 
issues of the Bonds and any Parity Debt in conformity with applicable provisions of the 

Code to the extent directed by the Successor Agency in writing to the Trustee.  
Additionally, the Successor Agency may, in its discretion, combine amounts on deposit 
in the Reserve Account and on deposit in any reserve account relating to any (but not 
necessarily all) Parity Debt not issued as Bonds in order to maintain a combined reserve 
account for the Bonds and any (but not necessarily all) Parity Debt. 

 
 (e)  Redemption Account.  On or before the Business Day preceding any date 

on which Bonds are to be redeemed pursuant to the Indenture, other than mandatory 
Sinking Account redemption of Term Bonds, the Trustee shall withdraw from the Debt 
Service Fund any amount transferred by the Successor Agency pursuant to the 
Indenture for deposit in the Redemption Account, such amount being the amount 
required to pay the principal of and premium, if any, on the Bonds to be redeemed on 
such date pursuant to the Indenture.  All moneys in the Redemption Account shall be 
used and withdrawn by the Trustee solely for the purpose of paying the principal of and 
premium, if any, on the Bonds to be redeemed pursuant to the Indenture on the date set 
for such redemption, other than mandatory Sinking Account redemption of Term Bonds. 
Interest due on Bonds to be redeemed on the date set for redemption shall, if applicable, 
be paid from funds available therefor in the Interest Account. 
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Covenants of the Successor Agency 
 

Punctual Payment.  The Successor Agency shall punctually pay or cause to be paid 
the principal and interest to become due in respect of all the Bonds together with the premium 
thereon, if any, in strict conformity with the terms of the Bonds and of the Indenture.  The 
Successor Agency shall faithfully observe and perform all of the conditions, covenants and 
requirements of the Indenture and all Supplemental Indentures and the Bonds.  Nothing therein 
contained shall prevent the Successor Agency from making advances of its own moneys 
howsoever derived to any of the uses or purposes referred to therein. 

 
Limitation on Additional Indebtedness; Against Encumbrances.  The Successor Agency  

covenants that, so long as the Bonds are Outstanding, the Successor Agency shall not issue 
any bonds, notes or other obligations, enter into any agreement or otherwise incur any 
indebtedness, which is in any case payable from all or any part of the Tax Revenues, excepting 
only as provided in the Indenture.  The Successor Agency will not otherwise encumber, pledge 
or place any charge or lien upon any of the Tax Revenues or other amounts pledged to the 
Bonds superior or on parity to the pledge and lien created in the Indenture for the benefit of the 
Bonds; provided, that the Successor Agency may issue and sell refunding bonds as Parity Debt 
payable from Tax Revenues on a parity with Outstanding Bonds to refund all or a portion of the 
Outstanding Bonds, and, provided further that, with respect to any such refunding (i) annual 
debt service on such Parity Debt, as applicable, is lower than annual debt service on the 
obligations being refunded during every year the obligations would otherwise be outstanding 
and (ii) the final maturity of any such Parity Debt does not exceed the final maturity of the 
obligations being refunded.  Nothing contained in the Indenture shall prevent the Successor 
Agency from issuing and selling Subordinate Debt, provided that if Plan Limits are in effect, the 
issuance of such Subordinate Debt shall occur only if it will not cause the Successor Agency to 
violate the provisions of the Indenture. 

 
Extension of Payment.  The Successor Agency will not, directly or indirectly, extend or 

consent to the extension of the time for the payment of any Bond or claim for interest on any of 
the Bonds and will not, directly or indirectly, be a party to or approve any such arrangement by 
purchasing or funding the Bonds or claims for interest in any other manner.  In case the maturity 
of any such Bond or claim for interest shall be extended or funded, whether or not with the 
consent of the Successor Agency, such Bond or claim for interest so extended or funded shall 
not be entitled, in case of default under the Indenture, to the benefits of the Indenture, except 
subject to the prior payment in full of the principal of all of the Bonds then Outstanding and of all 
claims for interest which shall not have been so extended or funded. 

 
Payment of Claims.  The Successor Agency shall promptly pay and discharge, or cause 

to be paid and discharged, any and all lawful claims for labor, materials or supplies which, if 
unpaid, might become a lien or charge upon the properties owned by the Successor Agency or 
upon the Tax Revenues or other amounts pledged to the payment of the Bonds, or any part 
thereof, or upon any funds in the hands of the Trustee, or which might impair the security of the 
Bonds.  Nothing in the Indenture shall require the Successor Agency to make any such payment 
so long as the Successor Agency in good faith shall contest the validity of said claims. 

 
Books and Accounts; Financial Statements.  The Successor Agency shall at all times 

keep, or cause to be kept, proper and current books and accounts in which accurate entries are 



 
 

 
A-15 

made of the financial transactions and records of the Successor Agency.  Within 180 days after 
the close of each Fiscal Year an Independent Certified Public Accountant shall prepare an audit 
of the financial transactions and records of the Successor Agency for such Fiscal Year.  To the 
extent permitted by law, such audit may be included within the annual audited financial 
statements of the City.  The Successor Agency shall furnish a copy of such financial statements 
to any Owner upon reasonable request of such Owner and at the expense of such Owner. The 
Trustee shall have no duty to review such audits. 

 
Protection of Security and Rights of Owners.  The Successor Agency will preserve and 

protect the security of the Bonds and the rights of the Owners.  From and after the Closing Date 
with respect to the 2015 Bonds, the 2015 Bonds shall be incontestable by the Successor 
Agency. 

 
Payments of Taxes and Other Charges.  Except as otherwise provided in the Indenture, 

the Successor Agency will pay and discharge, or cause to be paid and discharged, all taxes, 
service charges, assessments and other governmental charges which may hereafter be lawfully 
imposed upon the Successor Agency or the properties then owned by the Successor Agency in 
the Project Areas, or upon the revenues therefrom when the same shall become due.  Nothing 
therein shall require the Successor Agency to make any such payment so long as the 
Successor Agency in good faith shall contest the validity of said taxes, assessments or charges.  
The Successor Agency will duly observe and conform with all valid requirements of any 
governmental authority relative to the Project Area or any part thereof. 

 
Compliance with the Law; Recognized Obligation Payment Schedules.  The Successor 

Agency shall comply with all of the requirements of the Law.  Pursuant to Section 34177 of the 
Law, not less than 90 days prior to each January 2 and June 1, the Successor Agency shall 
submit to the Oversight Board and the State Department of Finance, a Recognized Obligation 
Payment Schedule. The Successor Agency shall take all actions required under the Law to 
include in the Recognized Obligation Payment Schedule for each Semiannual Period (i) debt 
service on the Bonds and (ii) all amounts due and owing to the 2015 Reserve Insurer under the 
Indenture or under the 2015 Insurance Agreement, so as to enable the County Auditor-
Controller to distribute from the Redevelopment Property Tax Trust Fund for deposit in the 
Redevelopment Obligation Retirement Fund on each January 2 and June 1, as applicable, 
amounts required to enable the Successor Agency to pay principal of, and interest on, the 
Bonds on a timely basis, as such amounts of debt service are set forth in the Recognized 
Obligation Payment Schedule attached to the Indenture as Exhibit B and made a part thereof, or 
as such Schedule may be thereafter amended, as well as all amounts due and owing to the 
2015 Reserve Insurer under the Indenture or under the 2015 Insurance Agreement.  In order to 
ensure that amounts are available for the Trustee to pay debt service on all Outstanding Bonds 
and all amounts due and owing to the 2015 Reserve Insurer under the Indenture or under the 
2015 Insurance Agreement on a timely basis, not fewer than 90 days prior to June 1, 2015 (or at 
such earlier time as may be required by the Dissolution Act), the Successor Agency shall submit 
an Oversight Board-approved Recognized Obligation Payment Schedule to the State 
Department of Finance and to the County Auditor-Controller that shall include all of the debt 
service due on all Outstanding Bonds on September 1, 2015 and, not fewer than 90 days prior 
to each January 2 and June 1 thereafter (or at such earlier time as may be required by the 
Dissolution Act), for so long as any Bonds are outstanding, the Successor Agency shall submit 
an Oversight Board-approved Recognized Obligation Payment Schedule to the State 
Department of Finance and to the County Auditor-Controller that shall include (i) one-half of all 
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debt service due on all Outstanding Bonds for the Bond Year in which such January 2 and 
June 1 occur as well as all amounts due and owing to the 2015 Reserve Insurer under the 
Indenture or under the 2015 Insurance Agreement, and (ii) any amount required to cure any 
deficiency in the Reserve Account pursuant to the Indenture (including any amounts required 
due to a draw on the Qualified Reserve Account Credit Instrument as well as all amounts due 
and owing to the 2015 Reserve Insurer under the Indenture or under the 2015 Insurance 
Agreement.   

 
In the event the provisions set forth in the Dissolution Act as of the Closing Date of the 

2015 Bonds that relate to the filing of Recognized Obligation Payment Schedules are amended 
or modified in any manner, the Successor Agency agrees to take all such actions as are 
necessary to comply with such amended or modified provisions so as to ensure the timely 
payment of debt service on the Bonds and, if the timing of distributions of the Redevelopment 
Property Tax Trust Fund is changed, the receipt of (i) not less than one of half of debt service 
due during each Bond Year on all Outstanding Bonds prior to March 1 of such Bond Year, and 
(ii) the remainder of debt service due during such Bond Year on all Outstanding Bonds prior to 
the next succeeeding September 1.  
 

Plan Limits.  Unless the Plan Limits no longer apply to the Successor Agency under the 
Law, the Successor Agency shall annually review the total amount of Tax Revenues remaining 
available to be received by the Successor Agency under the Plan Limits, as well as future 
cumulative annual debt service.   If remaining Tax Revenues allocable under the Plan Limits are 
less than 105% of all future debt service on the Bonds, any Parity Debt and any other 
obligations of the Successor Agency payable from Tax Revenues, all Tax Revenues not needed 
to pay current or any past due debt service on any Successor Agency obligations or to replenish 
the Reserve Account to the Reserve Requirement shall be deposited into a Trustee-held escrow 
account (the “Escrow Account”) and invested in Defeasance Obligations.  Moneys in the Escrow 
Account must be used only to pay debt service pro rata on the Bonds and any Parity Debt.  

 
Dissolution Act Invalid; Maintenance of Tax Revenues.  In the event that the applicable 

property tax revenues provisions of the Dissolution Act are determined by a court in a final 
judicial decision to be invalid and, in place of the invalid provisions, provisions of the Law or the 
equivalent become applicable to the Bonds, the Successor Agency shall comply with all 
requirements of the Law or the equivalent to ensure the allocation and payment to it of the Tax 
Revenues, including without limitation the timely filing of any necessary statements of 
indebtedness with appropriate officials of the County and, in the case of amounts payable by the 
State, appropriate officials of the State.   

 
Continuing Disclosure.  The Successor Agency covenants and agrees that it will comply 

with and carry out all of the provisions of the Continuing Disclosure Certificate.  Notwithstanding 
any other provision of the Indenture, failure of the Successor Agency to comply with the 
Continuing Disclosure Certificate shall not be an Event of Default under the Indenture.  
However, any Participating Underwriter or any holder or beneficial owner of the 2015 Bonds 
may take such actions as may be necessary and appropriate, including seeking specific 
performance by court order, to cause the Successor Agency to comply with its obligations under 
the Indenture. 
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Tax Covenants 
 
The Successor Agency shall not take, or permit or suffer to be taken by the Trustee or 

otherwise, any action with respect to the proceeds of the 2015 Bonds which, if such action had 
been reasonably expected to have been taken, or had been deliberately and intentionally taken, 
on the date of issuance of the 2015 Bonds would have caused the 2015 Bonds to be “arbitrage 
bonds” within the meaning of Section 148 of the Code.  The Successor Agency shall assure that 
the proceeds of the 2015 Bonds are not so used as to cause the 2015 Bonds to satisfy the 
private business tests of Section 141(b) of the Code or the private loan financing test of Section 
141(c) of the Code.  The Successor Agency shall not take any action or permit or suffer any 
action to be taken if the result of the same would be to cause any of the 2015 Bonds to be 
“federally guaranteed” within the meaning of Section 149(b) of the Code.  The Successor 
Agency shall take any and all actions necessary to assure compliance with Section 148(f) of the 
Code, relating to the rebate of excess investment earnings, if any, to the federal government, to 
the extent that such section is applicable to the 2015 Bonds.  The Successor Agency shall take 
all actions necessary to assure the exclusion of interest on the 2015 Bonds from the gross 
income of the Owners of the 2015 Bonds to the same extent as such interest is permitted to be 
excluded from gross income under the Code as in effect on the date of issuance of the 2015 
Bonds. 

 
The 2015 Reserve Policy 

 
(a) The following provisions shall govern, notwithstanding anything to the contrary 

set forth in the Indenture. 
 
(b) The Successor Agency shall repay any draws under the 2015 Reserve Policy 

and pay all related reasonable expenses incurred by the 2015 Reserve Insurer and shall pay 
interest thereon from the date of payment by the 2015 Reserve Insurer at the Late Payment 
Rate.  "Late Payment Rate" means the lesser of (x) the greater of (i) the per annum rate of 
interest, publicly announced from time to time by JPMorgan Chase Bank at its principal office in 
the City of New York, as its prime or base lending rate ("Prime Rate") (any change in such 
Prime Rate to be effective on the date such change is announced by JPMorgan Chase Bank) 
plus 5%, and (ii) the then applicable highest rate of interest on the 2015 Bonds and (y) the 
maximum rate permissible under applicable usury or similar laws limiting interest rates.  The 
Late Payment Rate shall be computed on the basis of the actual number of days elapsed over a 
year of 360 days.  In the event JPMorgan Chase Bank ceases to announce its Prime Rate 
publicly, Prime Rate shall be the publicly announced prime or base lending rate of such national 
bank as the 2015 Reserve Insurer shall specify.  If the interest provisions provided in the 
Indenture (b) shall result in an effective rate of interest which, for any period, exceeds the limit of 
the usury or any other laws applicable to the indebtedness created therein, then all sums in 
excess of those lawfully collectible as interest for the period in question shall, without further 
agreement or notice between or by any party thereto, be applied as additional interest for any 
later periods of time when amounts are outstanding under the Indenture to the extent that 
interest otherwise due under the Indenture for such periods plus such additional interest would 
not exceed the limit of the usury or such other laws, and any excess shall be applied upon 
principal immediately upon receipt of such moneys by the 2015 Reserve Insurer, with the same 
force and effect as if the Successor Agency had specifically designated such extra sums to be 
so applied and the 2015 Reserve Insurer had agreed to accept such extra payment(s) as 
additional interest for such later periods.  In no event shall any agreed-to or actual exaction as 
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consideration for the indebtedness created under the Indenture exceed the limits imposed or 
provided by the law applicable to this transaction for the use or detention of money or for 
forbearance in seeking its collection. 

 
Repayment of draws and payment of expenses and accrued interest thereon at the Late 

Payment Rate (collectively, "Policy Costs") shall commence in the first month following each 
draw, and each such monthly payment shall be in an amount at least equal to 1/12 of the 
aggregate of Policy Costs related to such draw. 

 
The Successor Agency shall take all actions required by the Dissolution Act to ensure 

that Policy Costs are paid to the 2015 Reserve Insurer when due, including the submittal of 
Recognized Obligation Payment Schedules providing for Policy Costs that are payable to the 
2015 Reserve Insurer.   

 
Amounts in respect of Policy Costs paid to the 2015 Reserve Insurer shall be credited 

first to interest due, then to the expenses due and then to principal due.  As and to the extent 
that payments are made to the 2015 Reserve Insurer on account of principal due, the coverage 
under the 2015 Reserve Policy will be increased by a like amount, subject to the terms of the 
2015 Reserve Policy.  The obligation to pay Policy Costs shall be secured by a valid lien on all 
revenues and other collateral pledged as security for the Bonds (subject only to the priority of 
payment provisions set forth under the Indenture). 

 
All cash and investments relating to the 2015 Bonds in the Reserve Account shall be 

transferred to the Interest Account, the Principal Account or the Sinking Account, as applicable, 
for payment of debt service on 2015 Bonds before any drawing may be made on the 2015 
Reserve Policy or any other credit facility relating to the 2015 Bonds credited to the Reserve 
Account in lieu of cash (“Credit Facility”).  Payment of any Policy Costs shall be made prior to 
replenishment of any such cash amounts.  Draws on all Credit Facilities (including the 2015 
Reserve Policy) on which there is available coverage shall be made on a pro-rata basis 
(calculated by reference to the coverage then available thereunder) after applying all available 
cash and investments relating to the 2015 Bonds in the Reserve Account.  Payment of Policy 
Costs and reimbursement of amounts with respect to other Credit Facilities shall be made on a 
pro-rata basis prior to replenishment of any cash relating to the 2015 Bonds drawn from the 
Reserve Account.  For the avoidance of doubt, “available coverage” means the coverage then 
available for disbursement pursuant to the terms of the applicable alternative credit instrument 
without regard to the legal or financial ability or willingness of the provider of such instrument to 
honor a claim or draw thereon or the failure of such provider to honor any such claim or draw. 

 
(c) Upon a failure to pay Policy Costs when due or any other breach of the terms of 

the Indenture, the 2015 Reserve Insurer shall be entitled to exercise any and all legal and 
equitable remedies available to it, including those provided under the Indenture, other than (i) 
acceleration of the maturity of the 2015 Bonds or (ii) remedies which would adversely affect 
owners of the 2015 Bonds. 

 
(d) The Indenture shall not be discharged until all Policy Costs owing to the 2015 

Reserve Insurer shall have been paid in full.  The Successor Agency's obligation to pay such 
amounts shall expressly survive payment in full of the 2015 Bonds. 
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(e) The Successor Agency shall include any Policy Costs then due and owing the 
2015 Reserve Insurer in the calculation of the additional bonds test in the Indenture. 

 
(f) The Trustee shall ascertain the necessity for a claim upon the 2015 Reserve 

Policy in accordance with the provisions of the Indenture and provide notice to the 2015 
Reserve Insurer in accordance with the terms of the 2015 Reserve Policy at least five Business 
Days prior to each date upon which interest or principal is due on the 2015 Bonds.   Where 
deposits are required to be made by the Successor Agency with the Trustee to the Interest 
Account, the Principal Account or the Sinking Account, as applicable, for the 2015 Bonds more 
often than semi-annually, the Trustee shall give notice to the 2015 Reserve Insurer of any 
failure of the Successor Agency to make timely payment in full of such deposits within two 
Business Days of the date due. 

 
(g) The Successor Agency will pay or reimburse the 2015 Reserve Insurer any and 

all charges, fees, costs, losses, liabilities and expenses which the 2015 Reserve Insurer may 
pay or incur, including, but not limited to, fees and expenses of attorneys, accountants, 
consultants and auditors and reasonable costs of investigations, in connection with (i) any 
accounts established to facilitate payments under the 2015 Reserve Policy, (ii) the 
administration, enforcement, defense or preservation of any rights in respect of the Indenture, 
the 2015 Insurance Agreement or any document executed in connection with the 2015 Bonds 
(the “Related Documents”), including defending, monitoring or participating in any litigation or 
proceeding (including any bankruptcy proceeding in respect of the Successor Agency) relating 
to the Indenture, the 2015 Insurance Agreement or any other Related Document, any party to 
the Indenture, the 2015 Insurance Agreement or any other Related Document or the 
transactions contemplated by the Related Documents, (iii) the pursuit of any remedies under the 
Indenture, the 2015 Insurance Agreement or any other Related Document, (iv) any amendment, 
waiver or other action with respect to, or related to the Indenture, the 2015 Insurance 
Agreement, the 2015 Reserve Policy or any other Related Document whether or not executed 
or completed, or (v) any action taken by the 2015 Reserve Insurer to cure a default or 
termination or similar event (or to mitigate the effect thereof) under the Indenture, the 2015 
Insurance Agreement or any other Related Document; costs and expenses shall include a 
reasonable allocation of compensation and overhead attributable to time of employees of the 
2015 Reserve Insurer spent in connection with the actions described in clauses (ii) through (v) 
above.  The 2015 Reserve Insurer reserves the right to charge a reasonable fee as a condition 
to executing any amendment, waiver or consent proposed in respect of the Indenture, the 2015 
Insurance Agreement or any other Related Document.  Amounts payable by the Successor 
Agency under the Indenture shall bear interest at the Late Payment Rate from the date such 
amount is paid or incurred by the 2015 Reserve Insurer until the date the 2015 Reserve Insurer 
is paid in full. 

 
(h) The obligation of the Successor Agency to pay all amounts due to the 2015 

Reserve Insurer shall be an absolute and unconditional obligation of the Successor Agency, and 
will be paid or performed strictly in accordance with the provisions of the Indenture, irrespective 
of: (i) any lack of validity or enforceability of or any amendment or other modifications of, or 
waiver with respect to the 2015 Bonds, the Indenture, the 2015 Insurance Agreement or any 
other Related Document; (ii) any amendment or other modification of, or waiver with respect to 
the 2015 Reserve Policy; (iii) any exchange, release or non-perfection of any security interest in 
property securing the 2015 Bonds, the Indenture, the 2015 Insurance Agreement or any other 
Related Documents; (iv) whether or not such 2015 Bonds are contingent or matured, disputed 
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or undisputed, liquidated or unliquidated; (v) any amendment, modification or waiver of or any 
consent to departure from the 2015 Reserve Policy, the Indenture, the 2015 Insurance 
Agreement or all or any of the other Related Document; (vi) the existence of any claim, setoff, 
defense (other than the defense of payment in full), reduction, abatement or other right which 
the Successor Agency may have at any time against the Trustee or any other person or entity 
other than the 2015 Reserve Insurer, whether in connection with the transactions contemplated 
under the Indenture or in any other Related Documents or any unrelated transactions; (vii) any 
statement or any other document presented under or in connection with the 2015 Reserve 
Policy proving in any and all respects invalid, inaccurate, insufficient, fraudulent or forged or any 
statement therein being untrue or inaccurate in any respect; or (viii) any payment by the 2015 
Reserve Insurer under the 2015 Reserve Policy against presentation of a certificate or other 
document which does not strictly comply with the terms of the 2015 Reserve Policy. 

 
(i) The Successor Agency shall fully observe, perform, and fulfill each of the 

provisions (as each of those provisions may be amended, supplemented, modified or waived 
with the prior written consent of the 2015 Reserve Insurer) of the Indenture applicable to it, each 
of the provisions thereof being expressly incorporated into the Indenture reference solely for the 
benefit of the 2015 Reserve Insurer as if set forth in the Indenture. No provision of the Indenture 
or any other Related Document shall be amended, supplemented, modified or waived, without 
the prior written consent of the 2015 Reserve Insurer, in any material respect or otherwise in a 
manner that could adversely affect the payment obligations of the 2015 Reserve Insurer under 
the Indenture or the priority accorded to the reimbursement of Policy Costs under the Indenture.  
The 2015 Reserve Insurer is expressly made a third party beneficiary of the Indenture and each 
other Related Document. 

 
(j) The prior written consent of the 2015 Reserve Insurer shall be a condition 

precedent to the deposit of any credit facility credited to the Series 2015A Reserve Account in 
addition to the 2015 Reserve Policy or in lieu of a cash deposit into the Series 2015A Reserve 
Account.   

 
(k) The Successor Agency covenants to provide to the 2015 Reserve Insurer, 

promptly upon request, any information regarding the 2015 Bonds or the financial condition and 
operations of the Successor Agency, as reasonably requested by the 2015 Reserve Insurer.  
The Successor Agency will permit the 2015 Reserve Insurer to discuss the affairs, finances and 
accounts of the Successor Agency or any information the 2015 Reserve Insurer may reasonably 
request regarding the security for the 2015 Bonds with appropriate officers of the Successor 
Agency, and will use commercially reasonable efforts to enable the 2015 Reserve Insurer to 
have access to the facilities, books and records of the Successor Agency on any Business Day 
upon reasonable prior notice. 

 
(l) The Successor Agency shall provide the 2015 Reserve Insurer with copies of any 

notices or other information to be provided to the Owners of the 2015 Bonds under the 
Indenture. 

 
Deposit and Investment of Moneys in Funds 
 

Moneys in the Debt Service Fund, the Interest Account, the Principal Account, the 
Sinking Account, the Reserve Account and the Costs of Issuance Account shall be invested by 
the Trustee in Permitted Investments as directed by the Successor Agency in the Written 
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Request of the Successor Agency filed with the Trustee at least 2 Business Days in advance of 
the making of such investments.  In the absence of any such Written Request of the Successor 
Agency, the Trustee shall invest any such moneys in Permitted Investments described in clause 
(d) of the definition thereof, which by their terms mature prior to the date on which such moneys 
are required to be paid out under the Indenture.  The Trustee shall be entitled to rely 
conclusively upon the written instructions of the Successor Agency directing investments in 
Permitted Investments as to the fact that each such investment is permitted by the laws of the 
State, and shall not be required to make further investigation with respect thereto.  Moneys in 
the Redevelopment Obligation Retirement Fund may be invested by the Successor Agency in 
any obligations in which the Successor Agency is legally authorized to invest its funds.  
Obligations purchased as an investment of moneys in any fund shall be deemed to be part of 
such fund or account.  All interest or gain derived from the investment of amounts in any of the 
funds or accounts held by the Trustee under the Indenture shall be deposited in the Interest 
Account.  The Trustee may act as principal or agent in the acquisition or disposition of any 
investment and may impose its customary charges therefor.  The Trustee shall incur no liability 
for losses arising from any investments made at the direction of the Successor Agency or 
otherwise made pursuant to the Indenture. 

 

The Successor Agency acknowledges that to the extent regulations of the Comptroller of 
the Currency or other applicable regulatory entity grant the Successor Agency the right to 
receive brokerage confirmations of security transactions as they occur, the Successor Agency 
specifically waives receipt of such confirmations to the extent permitted by law.  The Trustee will 
furnish the Successor Agency periodic cash transaction statements which shall include detail for 
all investment transactions made by the Trustee under the Indenture. 

 
All moneys held by the Trustee shall be held in trust, but need not be segregated from 

other funds unless specifically required by the Indenture.  Except as specifically provided in the 
Indenture, the Trustee shall not be liable to pay interest on any moneys received by it, but shall 
be liable only to account to the Successor Agency for earnings derived from funds that have 
been invested. 

 
The Successor Agency covenants that all investments of amounts deposited in any fund 

or account created by or pursuant to the Indenture, or otherwise containing gross proceeds of 
the Bonds (within the meaning of Section 148 of the Code) shall be acquired, disposed of, and 
valued (as of the date that valuation is required by the Indenture or the Code) at Fair Market 
Value.  The Trustee has no duty in connection with the determination of Fair Market Value other 
than to follow the investment directions of the Successor Agency in any Written Certificate or 
Written Request of the Successor Agency. 

 
The term “Fair Market Value” shall mean the price at which a willing buyer would 

purchase the investment from a willing seller in a bona fide, arm’s length transaction 
(determined as of the date the contract to purchase or sell the investment becomes binding) if 
the investment is traded on an established securities market (within the meaning of Section 
1273 of the Code) and, otherwise, the term “Fair Market Value” means the acquisition price in a 
bona fide arm’s length transaction (as referenced above) if (i) the investment is a certificate of 
deposit that is acquired in accordance with applicable regulations under the Code, (ii) the 
investment is an agreement with specifically negotiated withdrawal or reinvestment provisions 
and a specifically negotiated interest rate (for example, a guaranteed investment contract, a 
forward supply contract or other investment agreement) that is acquired in accordance with 
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applicable regulations under the Code, or (iii) the investment is a United States Treasury 
Security -- State and Local Government Series which is acquired in accordance with applicable 
regulations of the United States Bureau of Public Debt. 

 
Amendment of Indenture 
 

The Indenture and the rights and obligations of the Successor Agency and of the 
Owners may be modified or amended at any time by a Supplemental Indenture which shall 
become binding upon adoption and without the consent of any Owners, to the extent permitted 
by law and only for any one or more of the following purposes: 

 
(a)  to add to the covenants and agreements of the Successor Agency 

contained in the Indenture, other covenants and agreements thereafter to be observed, 
or to limit or surrender any rights or powers therein reserved to or conferred upon the 
Successor Agency; or 

 
(b)  to make such provisions for the purpose of curing any ambiguity, or of 

curing, correcting or supplementing any defective provision contained in the Indenture, 
or in any other respect whatsoever as the Successor Agency may deem necessary or 
desirable, provided under any circumstances that such modifications or amendments 
shall not, in the reasonable determination of the Successor Agency, materially adversely 
affect the interests of the Owners; or 

 
 (c)  to amend any provision in the Indenture relating to the requirements of or 

compliance with the Code, to any extent whatsoever but only if and to the extent such 
amendment will not adversely affect the exemption from federal income taxation of 
interest on any of the Bonds, in the opinion of Bond Counsel; or  

 
(d)  to amend the Recognized Obligation Debt Service Payment Schedule set 

forth in Exhibit B of the Indenture to take into account the redemption of any Bond prior 
to its maturity; or 

 
(e) to provide for the issuance of Parity Debt pursuant to a Supplemental 

Indenture, as such issuance is authorized by the Indenture.  
  

Except as set forth in the preceding paragraph, the Indenture and the rights and 
obligations of the Successor Agency and of the Owners may be modified or amended at any 
time by a Supplemental Indenture which shall become binding with the consent of the Owners 
of a majority in aggregate principal amount of the Bonds then Outstanding are filed with the 
Trustee.  No such modification or amendment shall (a) extend the maturity of or reduce the 
interest rate on any Bond or otherwise alter or impair the obligation of the Successor Agency to 
pay the principal, interest or redemption premium, (if any) at the time and place and at the rate 
and in the currency provided therein of any Bond without the express written consent of the 
Owner of such Bond, or (b) reduce the percentage of Bonds required for the written consent to 
any such amendment or modification.  In no event shall any Supplemental Indenture modify any 
of the rights or obligations of the Trustee without its prior written consent.  In addition, the 
Trustee shall be entitled to an opinion of counsel concerning the Supplemental Indenture’s lack 
of any material adverse effect on the Owners. 
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Events of Default and Acceleration of Maturities 
 

The following events shall constitute Events of Default under the Indenture: 
 
(a) if default shall be made by the Successor Agency in the due and punctual 

payment of the principal of or interest on any Bond when and as the same shall become due 
and payable, whether at maturity as therein expressed, by declaration or otherwise; 

 
(b) if default shall be made by the Successor Agency in the observance of any of the 

covenants, agreements or conditions on its part in the Indenture or in the Bonds or any Parity 
Debt Instrument contained, other than a default described in the preceding clause (a), and such 
default shall have continued for a period of 60 days following receipt by the Successor Agency 
of written notice from the Trustee or any Owner of the occurrence of such default, provided that 
if in the reasonable opinion of the Successor Agency the failure stated in the notice can be 
corrected, but not within such 60 day period, such failure will not constitute an event of  default if 
corrective action is instituted by the Successor Agency within such 60 day period and the 
Successor Agency thereafter diligently and in good faith cures such failure in a reasonable 
period of time; or 

 
(c) If the Successor Agency files a petition seeking reorganization or arrangement 

under the federal bankruptcy laws or any other applicable law of the United States of America, 
or if a court of competent jurisdiction will approve a petition seeking reorganization under the 
federal bankruptcy laws or any other applicable law of the United States of America, or, if under 
the provisions of any other law for the relief or aid of debtors, any court of competent jurisdiction 
will approve a petition, seeking reorganization under the federal bankruptcy laws or any other 
applicable law of the United States of America, or, if under the provisions of any other law for 
the relief or aid of debtors, any court of competent jurisdiction will assume custody or control of 
the Successor Agency or of the whole or any substantial part of its property. 

 
If an Event of Default has occurred under the Indenture and is continuing, the Trustee 

may, or, if requested in writing by the Owners of a majority in aggregate principal amount of the 
Bonds then Outstanding the Trustee shall, (a) declare the principal of the Bonds, together with 
the accrued interest thereon, to be due and payable immediately, and upon any such 
declaration the same shall become immediately due and payable, anything in the Indenture or in 
the Bonds to the contrary notwithstanding, and (b) the Trustee shall, subject to the provisions of 
the Indenture, exercise any other remedies available to the Trustee and the Bond Owners in law 
or at equity. 

 
Immediately upon receiving notice or actual knowledge of the occurrence of an Event of 

Default, the Trustee shall give notice of such Event of Default to the Successor Agency by 
telephone promptly confirmed in writing.  Such notice shall also state whether the principal of 
the Bonds shall have been declared to be or have immediately become due and payable.  With 
respect to any Event of Default described in clauses (a) or (c) above the Trustee shall, and with 
respect to any Event of Default described in clause (b) above the Trustee in its sole discretion 
may, also give such notice to the Owners by mail, which shall include the statement that interest 
on the Bonds shall cease to accrue from and after the date, if any, on which the Trustee shall 
have declared the Bonds to become due and payable pursuant to the preceding paragraph (but 
only to the extent that principal and any accrued, but unpaid, interest on the Bonds is actually 
paid on such date). 



 
 

 
A-24 

 
This provision, however, is subject to the condition that if, at any time after the principal 

of the Bonds shall have been so declared due and payable, and before any judgment or decree 
for the payment of the moneys due shall have been obtained or entered, the Successor Agency 
shall deposit with the Trustee a sum sufficient to pay all principal on the Bonds matured prior to 
such declaration and all matured installments of interest (if any) upon all the Bonds, with interest 
on such overdue installments of principal and interest (to the extent permitted by law), and the 
reasonable fees and expenses of the Trustee, (including the allocated costs and disbursements 
of its in-house counsel to the extent such services are not redundant with those provided by 
outside counsel) and any and all other defaults known to the Trustee (other than in the payment 
of principal of and interest on the Bonds due and payable solely by reason of such declaration) 
shall have been made good or cured to the satisfaction of the Trustee or provision deemed by 
the Trustee to be adequate shall have been made therefor, then, and in every such case, the 
Trustee shall promptly give written notice of the foregoing to the Owners of all Bonds then 
Outstanding, and the Owners of at least a majority in aggregate principal amount of the Bonds 
then Outstanding, by written notice to the Successor Agency and to the Trustee, may, on behalf 
of the Owners of all of the Bonds, rescind and annul such declaration and its consequences.  
However, no such rescission and annulment shall extend to or shall affect any subsequent 
default, or shall impair or exhaust any right or power consequent thereon. 

 
Application of Funds Upon Acceleration.  All of the Tax Revenues and all sums in the 

funds and accounts established and held by the Trustee under the Indenture upon the date of 
the declaration of acceleration as provided in therein, and all sums thereafter received by the 
Trustee thereunder, shall be applied by the Trustee in the following order upon presentation of 
the several Bonds, and the stamping thereon of the payment if only partially paid, or upon the 
surrender thereof if fully paid: 

 
First, to the payment of the fees, costs and expenses of the Trustee in declaring 

such Event of Default and in exercising the rights and remedies set forth in the 
Indenture, including reasonable compensation to its agents, attorneys (including the 
allocated costs and disbursements of its in-house counsel to the extent such services 
are not redundant with those provided by outside counsel) and counsel and any 
outstanding fees, expenses of the Trustee; and 

 
Second, to the payment of the whole amount then owing and unpaid upon the 

Bonds for principal and interest, with interest on the overdue principal and installments of 
interest at the net effective rate then borne by the Outstanding Bonds (to the extent that 
such interest on overdue installments of principal and interest shall have been collected), 
and in case such moneys shall be insufficient to pay in full the whole amount so owing 
and unpaid upon the Bonds, then to the payment of such principal and interest without 
preference or priority of principal over interest, or interest over principal, or of any 
installment of interest over any other installment of interest, ratably to the aggregate of 
such principal and interest. 

 
Power of Trustee to Control Proceedings.  In the event that the Trustee, upon the 

happening of an Event of Default, shall have taken any action, by judicial proceedings or 
otherwise, pursuant to its duties under the Indenture, whether upon its own discretion or upon 
the request of the Owners of a majority in principal amount of the Bonds then Outstanding, it 
shall have full power, in the exercise of its discretion for the best interests of the Owners of the 



 
 

 
A-25 

Bonds, with respect to the continuance, discontinuance, withdrawal, compromise, settlement or 
other disposal of such action; provided, however, that the Trustee shall not, unless there no 
longer continues an Event of Default, discontinue, withdraw, compromise or settle, or otherwise 
dispose of any litigation pending at law or in equity, if at the time there has been filed with it a 
written request signed by the Owners of a majority in principal amount of the Outstanding Bonds 
under the Indenture opposing such discontinuance, withdrawal, compromise, settlement or 
other disposal of such litigation. 

 
Limitation on Owner's Right to Sue.  No Owner of any Bond issued under the Indenture 

shall have the right to institute any suit, action or proceeding at law or in equity, for any remedy 
under or upon the Indenture, unless (a) such Owner shall have previously given to the Trustee 
written notice of the occurrence of an Event of Default; (b) the Owners of a majority in aggregate 
principal amount of all the Bonds then Outstanding shall have made written request upon the 
Trustee to exercise the powers granted in the Indenture or to institute such action, suit or 
proceeding in its own name; (c) said Owners shall have tendered to the Trustee indemnity 
reasonably acceptable to the Trustee against the costs, expenses and liabilities to be incurred in 
compliance with such request; and (d) the Trustee shall have refused or omitted to comply with 
such request for a period of 60 days after such written request shall have been received by, and 
said tender of indemnity shall have been made to, the Trustee. 

 
Such notification, request, tender of indemnity and refusal or omission are declared, in 

every case, to be conditions precedent to the exercise by any Owner of any remedy under the 
Indenture; it being understood and intended that no one or more Owners shall have any right in 
any manner whatever by his or their action to enforce any right under the Indenture, except in 
the manner provided in the Indenture, and that all proceedings at law or in equity to enforce any 
provision of the Indenture shall be instituted, had and maintained in the manner therein provided 
and for the equal benefit of all Owners of the Outstanding Bonds. 

 
The right of any Owner of any Bond to receive payment of the principal of and interest 

on such Bond as provided in the Indenture, shall not be impaired or affected without the written 
consent of such Owner, notwithstanding any of the provisions of the Indenture. 

 
Non-Waiver.  Nothing in the Indenture or in the Bonds, shall affect or impair the 

obligation of the Successor Agency, which is absolute and unconditional, to pay from the Tax 
Revenues and other amounts pledged under the Indenture, the principal of and interest on the 
Bonds to the respective Owners on the respective Interest Payment Dates, as therein provided, 
or affect or impair the right of action, which is also absolute and unconditional, of the Owners or 
the Trustee to institute suit to enforce such payment by virtue of the contract embodied in the 
Bonds. 

 
A waiver of any default by any Owner or the Trustee shall not affect any subsequent 

default or impair any rights or remedies on the subsequent default.  No delay or omission of any 
Owner to exercise any right or power accruing upon any default shall impair any such right or 
power or shall be construed to be a waiver of any such default or an acquiescence therein, and 
every power and remedy conferred upon the Owners and the Trustee by the Law or by the 
Indenture may be enforced and exercised from time to time and as often as shall be deemed 
expedient by the Owners and the Trustee. 
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If a suit, action or proceeding to enforce any right or exercise any remedy shall be 
abandoned or determined adversely to the Owners or the Trustee, the Successor Agency, the 
Trustee and the Owners shall be restored to their former positions, rights and remedies as if 
such suit, action or proceeding had not been brought or taken. 

 
Discharge of Indenture 

 
Defeasance of Bonds.  If the Successor Agency shall pay and discharge the entire 

indebtedness on all Bonds or any portion thereof in any one or more of the following ways: 
 
(i)  by well and truly paying or causing to be paid the principal of and interest on 

all or the applicable portion of Outstanding Bonds, as and when the same become due 
and payable; or 

 
(ii)  by irrevocably depositing with the Trustee or an escrow agent, in trust, at or 

before maturity, money which, together with the available amounts then on deposit in the 
funds and accounts established pursuant to the Indenture, is fully sufficient to pay all or 
a portion of Outstanding Bonds, including all principal and interest, or; 

 
(iii)  by irrevocably depositing with the Trustee or an escrow agent, in trust, 

Defeasance Obligations in such amount as an Independent Accountant shall determine 
will, together with the interest to accrue thereon and available moneys then on deposit in 
the funds and accounts established pursuant to the Indenture, be fully sufficient to pay 
and discharge the indebtedness on all Bonds or a portion thereof (including all principal 
and interest) at or before maturity; or 

 
(iv)  by purchasing such Bonds prior to maturity and tendering such Bonds to the 

Trustee for cancellation; 
 

then, at the election of the Successor Agency, and notwithstanding that any Bonds shall not 
have been surrendered for payment, the pledge of the Tax Revenues and other funds provided 
for in the Indenture and all other obligations of the Trustee and the Successor Agency under the 
Indenture shall cease and terminate with respect to all Outstanding Bonds or, if applicable, with 
respect to that portion of the Bonds which has been paid and discharged, except only (a) the 
covenants of the Successor Agency under the Indenture with respect to the Code, (b) the 
obligation of the Trustee to transfer and exchange Bonds under the Indenture, (c) the 
obligations of the Successor Agency under the Indenture, and (d) the obligation of the 
Successor Agency to pay or cause to be paid to the Owners, from the amounts so deposited 
with the Trustee, all sums due thereon and to pay the Trustee all fees, expenses and costs of 
the Trustee.  In the event the Successor Agency shall, pursuant to the foregoing provision, pay 
and discharge any portion or all of the Bonds then Outstanding, the Trustee shall be authorized 
to take such actions and execute and deliver to the Successor Agency all such instruments as 
may be necessary or desirable to evidence such discharge, including, without limitation, 
selection by lot of Bonds of any maturity of the Bonds that the Successor Agency has 
determined to pay and discharge in part. 

 
In the case of a defeasance or payment of all of the Bonds Outstanding, any funds 

thereafter held by the Trustee which are not required for said purpose or for payment of 
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amounts due the Trustee pursuant to the Indenture shall be paid over to the Successor Agency 
for deposit in the Redevelopment Obligation Retirement Fund. 
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APPENDIX B 
 

FORM OF BOND COUNSEL OPINION 
 
 
 
 

March 18, 2015 
 

 
Successor Agency to the Former  
Milpitas Redevelopment Agency 
455 East Calaveras Boulevard 
Milpitas, California 95035 

 
 
OPINION: $127,790,000 Successor Agency to the Former Milpitas Redevelopment 

Agency 2015 Tax Allocation Refunding Bonds (Redevelopment Project Area 
No. 1) 

 
 

Members of the Successor Agency: 
 
We have acted as bond counsel in connection with the issuance by the Successor 

Agency to the Former Milpitas Redevelopment Agency (the “Successor Agency”) of its 
$127,790,000 to the Former Milpitas Redevelopment Agency 2015 Tax Allocation Refunding 
Bonds (Redevelopment Project Area No. 1) (the “Bonds”), pursuant to the Community 
Redevelopment Law, constituting Part 1 (commencing with Section 33000) of Division 24 of the 
Health and Safety Code of the State of California (the “Law”), Part 1.85 (commencing with 
Section 34170) of Division 24 of the California Health and Safety Code (the “Dissolution Act”), 
and Article 11 (commencing with Section 53580) of Chapter 3 of Part 1 of Division 2 of Title 5 of 
the Government Code of the State of California (the “Refunding Law”). The Bonds are being 
issued pursuant to an Indenture of Trust, dated as of March 1, 2015 (the “Indenture”), by and 
between the Successor Agency and U.S. Bank National Association, as trustee (the “Trustee”). 
We have examined the law and such certified proceedings and other papers as we deem 
necessary to render this opinion. 

 
As to questions of fact material to our opinion, we have relied upon representations of 

the Successor Agency contained in the Indenture, and in certified proceedings and other 
certifications of public officials furnished to us, without undertaking to verify such facts by 
independent investigation. 

 
Based upon the foregoing, we are of the opinion, under existing law, as follows: 
 
1. The Successor Agency is duly created and validly existing as a public entity, with 

the power to enter into the Indenture, perform the agreements on its part contained therein, and 
issue the Bonds. 

 
2. The Indenture has been duly approved by the Successor Agency, and constitutes 

a valid and binding obligation of the Successor Agency, enforceable against the Successor 
Agency in accordance with its terms. 
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3. Pursuant to the Law, the Dissolution Act and the Refunding Law, the Indenture 

creates a valid lien on the funds pledged by the Indenture for the security of the Bonds, subject 
to no prior lien granted under the Law, the Dissolution Act and the Refunding Law, except to the 
extent described in the Indenture. 

 
4. The Bonds have been duly authorized, executed and delivered by the Successor 

Agency, and are valid and binding special obligations of the Successor Agency, payable solely 
from the sources provided therefor in the Indenture. 

 
5. The interest on the Bonds is excluded from gross income for federal income tax 

purposes and is not an item of tax preference for purposes of the federal alternative minimum 
tax imposed on individuals and corporations; although for the purpose of computing the 
alternative minimum tax imposed on corporations (as defined for federal income tax purposes), 
such interest is taken into account in determining certain income and earnings. The opinions set 
forth in the preceding sentence are subject to the condition that the Successor Agency comply 
with all requirements of the Internal Revenue Code of 1986 that must be satisfied subsequent to 
the issuance of the Bonds in order that interest thereon be, or continue to be, excluded from 
gross income for federal income tax purposes.  The Successor Agency has covenanted to 
comply with each such requirement.  Failure to comply with certain of such requirements may 
cause the inclusion of interest on the Bonds in gross income for federal income tax purposes to 
be retroactive to the date of issuance of the Bonds. We express no opinion regarding other 
federal tax consequences arising with respect to the Bonds. 

 
6. The interest on the Bonds is exempt from personal income taxation imposed by the 

State of California. 
 
The rights of the owners of the Bonds, and the enforceability of the Bonds and the 

Indenture, may be subject to bankruptcy, insolvency, reorganization, moratorium and other 
similar laws affecting creditors' rights heretofore or hereafter enacted, and may also be subject 
to the exercise of judicial discretion in appropriate cases. 

 
This opinion is given as of the date hereof, and we assume no obligation to revise or 

supplement this opinion to reflect any facts or circumstances that may hereafter come to our 
attention, or any changes in law that may hereafter occur. Our engagement with respect to this 
matter has terminated as of the date hereof. 

 
 
Respectfully submitted, 
 
 
 
A Professional Law Corporation 
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APPENDIX C 
 

BOOK-ENTRY ONLY SYSTEM 
 

The information in this Appendix C concerning The Depository Trust Company (“DTC”), 
New York, New York, and DTC’s book-entry system has been obtained from DTC and the 
Successor Agency takes no responsibility for the completeness or accuracy thereof.  The 
Successor Agency cannot and does not give any assurances that DTC, DTC Participants or 
Indirect Participants will distribute to the Beneficial Owners (a) payments of interest, principal or 
premium, if any, with respect to the 2015 Bonds, (b) certificates representing ownership interest 
in or other confirmation or ownership interest in the 2015 Bonds, or (c) redemption or other 
notices sent to DTC or Cede & Co., its nominee, as the registered owner of the 2015 Bonds, or 
that they will so do on a timely basis, or that DTC, DTC Participants or DTC Indirect Participants 
will act in the manner described in this Appendix.  The current “Rules” applicable to DTC are on 
file with the Securities and Exchange Commission and the current “Procedures” of DTC to be 
followed in dealing with DTC Participants are on file with DTC. 

 
The Depository Trust Company (“DTC”), New York, NY, will act as securities depository 

for the 2015 Bonds.  The 2015 Bonds will be issued as fully-registered securities registered in 
the name of Cede & Co. (DTC’s partnership nominee) or such other name as may be requested 
by an authorized representative of DTC.  One fully-registered certificate will be issued for each 
maturity of the 2015 Bonds, each in the aggregate principal amount of such maturity, and will be 
deposited with DTC.  

 
DTC, the world’s largest securities depository, is a limited-purpose trust company 

organized under the New York Banking Law, a “banking organization” within the meaning of the 
New York Banking Law, a member of the Federal Reserve System, a “clearing corporation” 
within the meaning of the New York Uniform Commercial Code, and a “clearing Successor 
Agency” registered pursuant to the provisions of Section 17A of the Securities Exchange Act of 
1934.  DTC holds and provides asset servicing for over 3.5 million issues of U.S. and non-U.S. 
equity issues, corporate and municipal debt issues, and money market instruments (from over 
100 countries) that DTC’s participants (“Direct Participants”) deposit with DTC.  DTC also 
facilitates the post-trade settlement among Direct Participants of sales and other securities 
transactions in deposited securities, through electronic computerized book-entry transfers and 
pledges between Direct Participants’ accounts.  This eliminates the need for physical movement 
of securities certificates.  Direct Participants include both U.S. and non-U.S. securities brokers 
and dealers, banks, trust companies, clearing corporations, and certain other organizations.  
DTC is a wholly-owned subsidiary of The Depository Trust & Clearing Corporation (“DTCC”).  
DTCC is the holding company for DTC, National Securities Clearing Corporation and Fixed 
Income Clearing Corporation, all of which are registered clearing agencies.  DTCC is owned by 
the users of its regulated subsidiaries.  Access to the DTC system is also available to others 
such as both U.S. and non-U.S. securities brokers and dealers, banks, trust companies, and 
clearing corporations that clear through or maintain a custodial relationship with a Direct 
Participant, either directly or indirectly (“Indirect Participants”).  DTC has a Standard & Poor’s 
rating of AA+.  The DTC Rules applicable to its Participants are on file with the Securities and 
Exchange Commission.  More information about DTC can be found at www.dtcc.com.  The 
information set forth on such website is not incorporated herein by reference. 

 
Purchases of Bonds under the DTC system must be made by or through Direct 

Participants, which will receive a credit for the 2015 Bonds on DTC’s records.  The ownership 
interest of each actual purchaser of each Bond (“Beneficial Owner”) is in turn to be recorded on 
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the Direct and Indirect Participants’ records.  Beneficial Owners will not receive written 
confirmation from DTC of their purchase.  Beneficial Owners are, however, expected to receive 
written confirmations providing details of the transaction, as well as periodic statements of their 
holdings, from the Direct or Indirect Participant through which the Beneficial Owner entered into 
the transaction.  Transfers of ownership interests in the 2015 Bonds are to be accomplished by 
entries made on the books of Direct and Indirect Participants acting on behalf of Beneficial 
Owners.  Beneficial Owners will not receive certificates representing their ownership interests in 
Bonds, except in the event that use of the book-entry system for the 2015 Bonds is 
discontinued. 

 
To facilitate subsequent transfers, all Bonds deposited by Direct Participants with DTC 

are registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as 
may be requested by an authorized representative of DTC.  The deposit of Bonds with DTC and 
their registration in the name of Cede & Co. or such other DTC nominee do not effect any 
change in beneficial ownership.  DTC has no knowledge of the actual Beneficial Owners of the 
2015 Bonds; DTC’s records reflect only the identity of the Direct Participants to whose accounts 
such Bonds are credited, which may or may not be the Beneficial Owners.  The Direct and 
Indirect Participants will remain responsible for keeping account of their holdings on behalf of 
their customers. 

 
Conveyance of notices and other communications by DTC to Direct Participants, by 

Direct Participants to Indirect Participants, and by Direct Participants and Indirect Participants to 
Beneficial Owners will be governed by arrangements among them, subject to any statutory or 
regulatory requirements as may be in effect from time to time.  Beneficial Owners of Bonds may 
wish to take certain steps to augment the transmission to them of notices of significant events 
with respect to the 2015 Bonds, such as redemptions, tenders, defaults, and proposed 
amendments to the 2014 Bond documents.  For example, Beneficial Owners of Bonds may wish 
to ascertain that the nominee holding the 2015 Bonds for their benefit has agreed to obtain and 
transmit notices to Beneficial Owners.  In the alternative, Beneficial Owners may wish to provide 
their names and addresses to the registrar and request that copies of notices be provided 
directly to them. 

 
Redemption notices shall be sent to DTC.  If less than all of the 2015 Bonds within a 

maturity are being redeemed, DTC’s practice is to determine by lot the amount of the interest of 
each Direct Participant in such maturity to be redeemed. 

 
Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with 

respect to Bonds unless authorized by a Direct Participant in accordance with DTC’s MMI 
Procedures.  Under its usual procedures, DTC mails an Omnibus Proxy to the Successor 
Agency as soon as possible after the record date.  The Omnibus Proxy assigns Cede & Co.’s 
consenting or voting rights to those Direct Participants to whose accounts Bonds are credited on 
the record date (identified in a listing attached to the Omnibus Proxy). 

 
Principal, premium (if any), and interest payments on the 2015 Bonds will be made to 

Cede & Co., or such other nominee as may be requested by an authorized representative of 
DTC.  DTC’s practice is to credit Direct Participants’ accounts upon DTC’s receipt of funds and 
corresponding detail information from the Successor Agency or the Trustee, on payable date in 
accordance with their respective holdings shown on DTC’s records.  Payments by Participants 
to Beneficial Owners will be governed by standing instructions and customary practices, as is 
the case with securities held for the accounts of customers in bearer form or registered in “street 
name,” and will be the responsibility of such Participant and not of DTC, the Trustee, or the 
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Successor Agency, subject to any statutory or regulatory requirements as may be in effect from 
time to time.  Principal, premium (if any), and interest payments with respect to the 2015 Bonds 
to Cede & Co. (or such other nominee as may be requested by an authorized representative of 
DTC) is the responsibility of the Successor Agency or the Trustee, disbursement of such 
payments to Direct Participants will be the responsibility of DTC, and disbursement of such 
payments to the Beneficial Owners will be the responsibility of Direct and Indirect Participants. 

 
DTC may discontinue providing its services as depository with respect to the 2015 

Bonds at any time by giving reasonable notice to the Successor Agency or the Trustee.  Under 
such circumstances, in the event that a successor depository is not obtained, certificates 
representing the 2015 Bonds are required to be printed and delivered. 

 
The Successor Agency may decide to discontinue use of the system of book-entry-only 

transfers through DTC (or a successor securities depository).  In that event, representing the 
2015 Bonds will be printed and delivered to DTC in accordance with the provisions of the 
Indenture. 

 
The information in this section concerning DTC and DTC’s book-entry system has been 

obtained from sources that the Successor Agency believes to be reliable, but the Successor 
Agency takes no responsibility for the accuracy thereof. 
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APPENDIX D 
 

FORM OF SUCCESSOR AGENCY CONTINUING DISCLOSURE CERTIFICATE 
 

This CONTINUING DISCLOSURE CERTIFICATE (this “Disclosure Certificate”) is 
executed and delivered by the Successor Agency to the Former Milpitas Redevelopment 
Agency (the “Successor Agency”) in connection with the issuance of $127,790,000.00 
Successor Agency to the Former Milpitas Redevelopment Agency 2015 Tax Allocation 
Refunding Bonds (Redevelopment Project Area No. 1) (the “Bonds”). The Bonds are being 
issued pursuant to an Indenture of Trust dated as of March 1, 2015, by and between the 
Successor Agency and the U.S. Bank National Association, as trustee. The Successor Agency 
covenants and agrees as follows: 

 
Section 1. Purpose of the Disclosure Certificate. This Disclosure Certificate is being 

executed and delivered by the Successor Agency for the benefit of the holders and beneficial 
owners of the Bonds and in order to assist the Participating Underwriter in complying with 
S.E.C. Rule 15c2-12(b)(5). 

 
Section 2. Definitions. In addition to the definitions set forth in the Indenture, which apply 

to any capitalized term used in this Disclosure Certificate, unless otherwise defined, the 
following capitalized terms shall have the following meanings: 

 
“Annual Report” shall mean any Annual Report provided by the Successor Agency 

pursuant to, and as described in, Sections 3 and 4 of this Disclosure Certificate. 
 
“Dissemination Agent” shall mean Willdan Financial Services, or any successor 

Dissemination Agent designated in writing by the Successor Agency and which has filed with 
the Successor Agency a written acceptance of such designation. 

 
“EMMA System” shall mean the Electronic Municipal Market Access system of the 

MSRB or such other electronic system designated by the MSRB or the Securities and Exchange 
Commission for compliance with S.E.C Rule 15c2-12(b). 

 
“Listed Events” shall mean any of the events listed in Section 5(a) of this Disclosure 

Certificate. 
 
“MSRB” means the Municipal Securities Rulemaking Board, which has been designated 

by the Securities and Exchange Commission as the sole repository of disclosure information for 
purposes of the Rule.  

 
 “Participating Underwriter” shall mean any of the original underwriters of the Bonds 

required to comply with the Rule in connection with offering of the Bonds.  
 
“Rule” shall mean Rule 15c2-12(b)(5) adopted by the Securities and Exchange 

Commission under the Securities Exchange Act of 1934, as the same may be amended from 
time to time. 

 
Section 3. Provision of Annual Reports. 
 
(a) The Successor Agency shall, or shall cause the Dissemination Agent to, not later 

than nine (9) months after the end of the Successor Agency’s fiscal year (which date currently 
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would be March 31, based upon the June 30 end of the Successor Agency’s fiscal year), 
commencing with the report for the 2013-14 fiscal year, provide to the MSRB through the EMMA 
System an Annual Report which is consistent with the requirements of Section 4 of this 
Disclosure Certificate.  The Official Statement constitutes the Annual Report for the 2013-
14 fiscal year.  Not later than fifteen (15) Business Days prior to said date, the Successor 
Agency shall provide the Annual Report to the Dissemination Agent (if other than the Successor 
Agency). The Annual Report may be submitted as a single document or as separate documents 
comprising a package, and may include by reference other information as provided in Section 4 
of this Disclosure Certificate; provided that the audited financial statements of the Successor 
Agency may be submitted separately from the balance of the Annual Report, and later than the 
date required above for the filing of the Annual Report if not available by that date. If the 
Successor Agency’s fiscal year changes, it shall give notice of such change in the same manner 
as for a Listed Event under Section 5(c). 

 
(b) If the Successor Agency is unable to provide to the MSRB through the EMMA 

System an Annual Report by the date required in subsection (a), the Successor Agency shall 
provide to the MSRB, in electronic format as prescribed by the MSRB through the EMMA 
System, a notice in substantially the form attached as Exhibit A. 

 
(c) The Dissemination Agent shall: 
 

(i) determine each year prior to the Annual Report Date the then-applicable 
rules and electronic format prescribed by the MSRB for the filing of annual 
continuing disclosure reports; and  
 
(ii) if the Dissemination Agent is other than the Successor Agency, file a 
report with the Successor Agency certifying that the Annual Report has been 
provided pursuant to this Disclosure Certificate, stating the date it was provided 
to the MSRB through the EMMA System pursuant to this Disclosure Certificate. 

 
Section 4. Content of Annual Reports. The Successor Agency’s Annual Report shall 

contain or incorporate by reference the following: 
 
(a) Audited Financial Statements of the Successor Agency prepared in accordance 

with generally accepted accounting principles as promulgated to apply to governmental entities 
from time to time by the Governmental Accounting Standards Board. If such audited financial 
statements are not available by the time the Annual Report is required to be filed pursuant to 
Section 3(a), the Annual Report shall contain unaudited financial statements in a format similar 
to the financial statements contained in the final Official Statement, and the audited financial 
statements shall be filed in the same manner as the Annual Report when they become 
available. 

 
(b) Unless otherwise provided in the audited financial statements filed on or prior to 

the annual filing deadline for the Annual Reports provided for in Section 3 above, financial 
information and operating data with respect to the Successor Agency for the preceding fiscal 
year, substantially similar to that provided in the corresponding tables and charts in the Official 
Statement for the Bonds, as follows: 

 
(i) Principal amount of Bonds outstanding as of June 30 of the most recently-

completed fiscal year. 
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 (ii) Balance in the Reserve Account and a statement of the Reserve Requirement as 
of June 30 of the most recently-completed fiscal year. 

 
(iii) Information for the most recently-completed fiscal year of the type included in 

Tables 4, 5 and 7 (if and to the extent the information for Table 5 is available 
from the County of Santa Clara) of the Official Statement. 

 
(iv) Notice if, during the most recently-completed fiscal year, the Project Area 

reached its cumulative tax increment limit. 
 
(v) A calculation of debt service coverage for the most recently completed fiscal year 

provided by Tax Revenues with respect to debt service on the Bonds and any 
outstanding Parity Debt.  

 
Any or all of the items listed above may be included by specific reference to other 

documents, including official statements of debt issues of the Successor Agency or related 
public entities, which have been submitted to the MSRB through the EMMA System or the 
Securities and Exchange Commission. If the document included by reference is a final official 
statement, it must be available from the Municipal Securities Rulemaking Board. The Successor 
Agency shall clearly identify each such other document so included by reference.  

 
Section 5. Reporting of Significant Events.  

 
(a) The Successor Agency shall give, or cause to be given, notice of the occurrence of 

any of the following Listed Events with respect to the Bonds: 
 

(1) Principal and interest payment delinquencies. 
 
(2) Non-payment related defaults, if material. 
 
(3) Unscheduled draws on debt service reserves reflecting financial 

difficulties. 
 
(4) Unscheduled draws on credit enhancements reflecting financial 

difficulties. 
 
(5) Substitution of credit or liquidity providers, or their failure to perform. 
 
(6) Adverse tax opinions, the issuance by the Internal Revenue Service of 

proposed or final determinations of taxability, Notices of Proposed Issue 
(IRS Form 5701-TEB) or other material notices or determinations with 
respect to the tax status of the security, or other material events affecting 
the tax status of the security. 

 
(7) Modifications to rights of security holders, if material. 
 
(8) Bond calls, if material, and tender offers. 
 
(9) Defeasances. 
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(10) Release, substitution, or sale of property securing repayment of the 
securities, if material. 

 
(11) Rating changes. 
 
(12) Bankruptcy, insolvency, receivership or similar event of the Successor 

Agency or other obligated person.  
 
(13) The consummation of a merger, consolidation, or acquisition involving the 

Successor Agency or an obligated person, or the sale of all or 
substantially all of the assets of the Successor Agency or an obligated 
person (other than in the ordinary course of business), the entry into a 
definitive agreement to undertake such an action, or the termination of a 
definitive agreement relating to any such actions, other than pursuant to 
its terms, if material. 

 
(14) Appointment of a successor or additional trustee or the change of name 

of a trustee, if material.  
 

(b) The Successor Agency shall, or shall cause the Dissemination Agent (if not the 
Successor Agency) to, file a notice of such occurrence with the MSRB through the EMMA 
System, in a timely manner not in excess of 10 business days after the occurrence of the Listed 
Event.  Notwithstanding the foregoing, notice of Listed Events described in subsections (a)(8) 
and (9) above need not be given under this subsection any earlier than the notice (if any) of the 
underlying event is given to holders of affected Bonds under the Indenture. 

 
(c) The Successor Agency acknowledges that the events described in subparagraphs 

(a)(2), (a)(7), (a)(8) (if the event is a bond call), (a)(10), (a)(13), and (a)(14) of this Section 5 
contain the qualifier “if material.”  The Successor Agency shall cause a notice to be filed as set 
forth in paragraph (b) above with respect to any such event only to the extent that the 
Successor Agency determines the event’s occurrence is material for purposes of U.S. federal 
securities law.  The Dissemination Agent shall not be responsible for determining whether an 
event is material. 
 

Section 6. Termination of Reporting Obligation. The Successor Agency’s obligations 
under this Disclosure Certificate shall terminate upon the legal defeasance, prior redemption or 
payment in full of all of the Bonds or upon the delivery to the Dissemination Agent of an opinion 
of nationally recognized bond counsel retained by the Successor Agency to the effect that 
continuing disclosure is no longer required. If such termination occurs prior to the final maturity 
of the Bonds, the Successor Agency shall give notice of such termination in the same manner 
as for a Listed Event under Section 5(c). 
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Section 7. Dissemination Agent. 
 
(a) The Successor Agency may, from time to time, appoint or engage a Dissemination 

Agent to assist it in carrying out its obligations under this Disclosure Certificate, and may 
discharge any such Dissemination Agent, with or without appointing a successor Dissemination 
Agent. The Dissemination Agent shall not be responsible in any manner for the content of any 
notice or report prepared by the Successor Agency pursuant to this Disclosure Certificate, 
unless the Successor Agency is the Dissemination Agent, as provided herein. The initial 
Dissemination Agent shall be Willdan Financial Services. If at any time there is no designated 
Dissemination Agent appointed by the Successor Agency, or if the Dissemination Agent so 
appointed is unwilling or unable to perform the duties of Dissemination Agent hereunder, the 
Successor Agency shall be the Dissemination Agent and undertake or assume its obligations 
hereunder.  The Dissemination Agent may resign by providing thirty days written notice to the 
Successor Agency and the Trustee. 

 
Any company succeeding to all or substantially all of the Dissemination Agent’s 

corporate trust business shall be the successor to the Dissemination Agent hereunder without 
the execution or filing of any paper or any further act. The Dissemination Agent may resign its 
duties hereunder at any time upon written notice to the Successor Agency. 

 
(b) The Dissemination Agent shall be paid compensation by the Successor Agency for 

its services provided hereunder in accordance with its schedule of fees as agreed to between 
the Dissemination Agent and the Successor Agency from time to time and for all expenses, 
legal fees and advances made or incurred by the Dissemination Agent in the performance of its 
duties hereunder. The Dissemination Agent (unless the Successor Agency is the Dissemination 
Agent) shall have no duty or obligation to review any information provided to it by the Successor 
Agency hereunder and shall not be deemed to be acting in any fiduciary capacity for the 
Successor Agency, holders or beneficial owners or any other party. The Dissemination Agent 
may rely and shall be protected in acting or refraining from acting upon any direction from the 
Successor Agency or an opinion of nationally recognized bond counsel retained by the 
Successor Agency. 

 
Section 8. Amendment; Waiver. Notwithstanding any other provision of this Disclosure 

Certificate, the Successor Agency may amend this Disclosure Certificate, and any provision of 
this Disclosure Certificate may be waived, provided that the following conditions are satisfied 
(provided no amendment or waiver shall be made that affects the duties or rights of the 
Dissemination Agent without its written consent): 

 
(a) if the amendment or waiver relates to the provisions of Sections 3(a), 4 or 5(a), it may 

only be made in connection with a change in circumstances that arises from a change in legal 
requirements, change in law, or change in the identity, nature, or status of an obligated person 
with respect to the Bonds, or type of business conducted; 

 
(b) the undertakings herein, as proposed to be amended or waived, would, in the opinion 

of nationally recognized bond counsel retained by the Successor Agency, have complied with 
the requirements of the Rule at the time of the primary offering of the Bonds, after taking into 
account any amendments or interpretations of the Rule, as well as any change in 
circumstances; and 

 
(c) the proposed amendment or waiver either (i) is approved by holders of the Bonds in 

the manner provided in the Indenture for amendments to the Indenture with the consent of 
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holders, or (ii) does not, in the opinion of nationally recognized bond counsel retained by the 
Successor Agency, materially impair the interests of the holders or beneficial owners of the 
Bonds. 

 
If the annual financial information or operating data to be provided in the Annual Report 

is amended pursuant to the provisions hereof, the first annual financial information filed 
pursuant hereto containing the amended operating data or financial information shall explain, in 
narrative form, the reasons for the amendment and the impact of the change in the type of 
operating data or financial information being provided. 

 
If an amendment is made to the undertaking specifying the accounting principles to be 

followed in preparing financial statements, the annual financial information for the year in which 
the change is made shall present a comparison between the financial statements or information 
prepared on the basis of the new accounting principles and those prepared on the basis of the 
former accounting principles. The comparison shall include a qualitative discussion of the 
differences in the accounting principles and the impact of the change in the accounting 
principles on the presentation of the financial information, in order to provide information to 
investors to enable them to evaluate the ability of the Successor Agency to meet its obligations. 
To the extent reasonably feasible, the comparison shall be quantitative. A notice of the change 
in the accounting principles shall be sent to the MSRB through the EMMA System in the same 
manner as for a Listed Event under Section 5(c). 

 
Section 9. Additional Information. Nothing in this Disclosure Certificate shall be deemed 

to prevent the Successor Agency from disseminating any other information, using the means of 
dissemination set forth in this Disclosure Certificate or any other means of communication, or 
including any other information in any Annual Report or notice of occurrence of a Listed Event, 
in addition to that which is required by this Disclosure Certificate. If the Successor Agency 
chooses to include any information in any Annual Report or notice of occurrence of a Listed 
Event in addition to that which is specifically required by this Disclosure Certificate, the 
Successor Agency shall have no obligation under this Disclosure Certificate to update such 
information or include it in any future Annual Report or notice of occurrence of a Listed Event. 

 
Section 10. Default. In the event of a failure of the Successor Agency to comply with any 

provision of this Disclosure Certificate, the Participating Underwriter or any holder or beneficial 
owner of the Bonds may take such actions as may be necessary and appropriate, including 
seeking mandate or specific performance by court order, to cause the Successor Agency to 
comply with its obligations under this Disclosure Certificate. A default under this Disclosure 
Certificate shall not be deemed an Event of Default under the Indenture, and the sole remedy 
under this Disclosure Certificate in the event of any failure of the Successor Agency to comply 
with this Disclosure Certificate shall be an action to compel performance. 

 
Section 11. Duties, Immunities and Liabilities of Dissemination Agent. All of the 

immunities, indemnities, and exceptions from liability in Article VI of the Indenture insofar as 
they relate to the Trustee shall apply to the Trustee and the Dissemination Agent in this 
Disclosure Certificate. The Dissemination Agent shall have only such duties as are specifically 
set forth in this Disclosure Certificate, and the Successor Agency agrees to indemnify and save 
the Dissemination Agent, its officers, directors, employees and agents, harmless against any 
loss, expense and liabilities which it may incur arising out of or in the exercise or performance of 
its powers and duties hereunder, including the costs and expenses (including attorneys fees) of 
defending against any claim of liability, but excluding liabilities due to the Dissemination Agent’s 
negligence or willful misconduct. The Dissemination Agent may rely and shall be protected in 
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acting or refraining from acting upon any direction from the Successor Agency or an opinion of 
nationally recognized bond counsel retained by the Successor Agency. The obligations of the 
Successor Agency under this Section shall survive resignation or removal of the Dissemination 
Agent and payment of the Bonds. No person, other than the Successor Agency, shall have any 
right to commence any action against the Trustee or Dissemination Agent seeking any remedy 
other than to compel specific performance of this Disclosure Certificate. 
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Section 12. Beneficiaries. This Disclosure Certificate shall inure solely to the benefit of 
the Successor Agency, the Dissemination Agent, the Participating Underwriter and holders and 
beneficial owners from time to time of the Bonds, and shall create no rights in any other person 
or entity. 

 
Dated: March 18, 2015 
 
 

SUCCESSOR AGENCY TO THE FORMER 
MILPITAS REDEVELOPMENT AGENCY  
 

 
By       
 
Name       
 
Title       

 
 
AGREED AND ACCEPTED: 
WILLDAN FINANCIAL SERVICES, 
AS DISSEMINATION AGENT 
 
 
By:     
 
Name:     
 
Title:     
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EXHIBIT A 
 

NOTICE TO MUNICIPAL SECURITIES RULEMAKING 
BOARD OF FAILURE TO FILE ANNUAL REPORT 

 
 

Name of Issuer: Successor Agency to the Former Milpitas Redevelopment Agency 
 
Name of Bond Issue: $127,790,000.00 Successor Agency to the Former Milpitas 

Redevelopment Agency 2015 Tax Allocation Refunding Bonds 
(Redevelopment Project Area No. 1)  

  
Date of Issuance: March 18, 2015 

 
NOTICE IS HEREBY GIVEN that the Successor Agency to the Milpitas Redevelopment 

Agency (the “Issuer”) has not provided an Annual Report with respect to the above-named 
Bonds as required by the Indenture of Trust, dated as of March 1, 2015, by and between the 
Successor Agency and the Trustee, by and between the Successor Agency to the Former 
Milpitas Redevelopment Agency and U.S. Bank National Association, as trustee. The Issuer 
anticipates that the Annual Report will be filed by _____________. 

 
Dated: ______________________ 
 

SUCCESSOR AGENCY TO THE FORMER 
MILPITAS REDEVELOPMENT AGENCY  
   

 
By       
 
Name       
 
Title       

cc: Trustee 
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CITY OF MILPITAS 
455 BAST CALAVliRAS BOIJ L.EVARO, M ILP I fAS, CALIFORN IA 95035-5479 WWW ci.milpitas.ca.gov 

November 6, 2014 

Honorable Mayor, Members of the City Council and City Manager: 

Submitted herewith is the Comprehensive Annual Financial Report (CAFR) of the City of Milpitas (the 
City) for the fiscal year ended June 30, 2014. The report was prepared by the Finance Department of the 
City. Responsibility for both the accuracy of the presented data and the completeness and fairness of the 
presentation, including all disclosures, rests with the City. The data, as presented, is accurate in all 
material aspects; and is presented in a manner designed to fairly set forth the financial position and 
results of operations of the City as measured by the financial activity of its various funds. All disclosures 
necessary to enable the reader to gain the maximum understanding of the City's financial affairs have 
been included. The organization of the financial report follows the guidelines set forth by the 
Government Finance Officers' Association of the United States and Canada. 

A separate single audit report bas been prepared in conformity with the provisions of the Federal Single 
Audit Act amendments of 1996 and U.S. Office of Management and Budget Circular A- 133, "Audits of 
State and Local Governments." 

THE REPORTING ENTITY AND ITS SERV1CES 

This report reflects the entity concept prescribed by generally accepted accounting principles. It 
combines the financial statements of the Milpitas Economic Development Corporation (the EDC), the 
Milpitas Housing Authority (the Housing Authority) and the Terrace Gardens Inc. with those of the City 
to constitute a single reporting entity. The EDC, Housing Authority, and Terrace Gardens are separate 
legal entities from the City and arc controlled by the City. The EDC and the Housing Authority have the 
same governing board as the City and the City also has control of the Terrace Gardens' governing board. 
However, the Terrace Gardens Inc. issues its own component unit financial statements. 

Milpitas is a general law city of the State of California. The City was incorporated in 1954 and operates 
under a Council-Manager form of government. The City's political and Legislative body is the City 
Council and is empowered by the general laws of the State of California to formulate citywide policy, 
including a fiscal program, City services, and appointment of the City Manager and City Attorney. There 
arc four City Council members who are elected at-large for staggered four-year terms, and the Mayor is 
selected every two years in a separate citywide election. 

The City provides a full range of municipal services. These include: police, tire, community services, 
public improvements, planning, building and public facility inspection, engineering, water and sewer 
utilities, and general administrative services. 

Citizens of the City desiring to assist the City Council in forming government policy may do so by 
serving on a City commission. The commissions act in an advisory capacity to the City Council. They 
arc: Planning Commission; Community Advisory Commission; Library Advisory Commission; Parks, 
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Recreation and Cultural Resources Commission; Telecommunications Commission; Arts Commission, 
Bicycle Pedestrian Advisory Commission; Emergency Preparedness Commission; Senior Advisory 
Commission; Recycling and Source Reduction Advisory Commission; Sister Cities Commission; Youth 
Advisory Commission; Economic Development Commission, Veterans Commission, Public Art 
Committee and the Mobile Home Park Rental Review Board. 

ECONOMIC CONDITION, OUTLOOK AND ACTIVITY 

Milpitas is situated within the Silicon Valley region, known throughout the world as the home of high 
technology, innovation and research. Milpitas, considered the "Crossroads of Silicon Valley," with most 
of its 13.6 square miles of land situated between two major freeways, I-680 and I-880, has experienced 
tremendous growth since its incorporation in 1954. Over the past 40 years, the population growth has 
increased from 26,561 in 1970 to over 66,790 in 2010 (latest census). The Bay Area has experienced 
significant employment growth from 1992 through 2000, adding more than 170,000 jobs. However, in 
2001, Santa Clara County experienced its first negative job growth since 1992. Between 2001 and 2004, 
over 130,000 jobs were lost as a result of the economic recession. Between 2005 and 2007, the local 
economy began to recover slowly until 2008 when the economy went into global recession due to 
subprime mortgages, plummeting home sales and meltdown of the financial market. This region was 
severely impacted due to a concentration of the high-tech industry, heavy reliance on exports, decline of 
home prices, and reduced consumer spending. Milpitas was simiiarly impacted because of its location 
and comparable economic mix. In 2012, the local economy has finally emerged from the most 
unprecedented and prolonged economic recession in recent history. The housing market also showed 
substantial recovery. The section below entitled "Major Development Activities in the City" will discuss 
some of the development activities that are occurring in Milpitas. 

There are approximately 1,448 acres or 2.6 square miles of land area in the City limits designated for 
various industrial uses; about 113 acres are vacant and available in parcels ranging in size from 3 acre to 
35 acres. Included in this acreage total are nine industrial parks and 438 manufacturing plants. An 
estimated 410 acres of land are dedicated to regional and community retail centers supporting 3.5 million 
square feet of commercial shops. The Great Mall of the Bay Area is the largest enclosed mall in 
Northern California, with approximately 1.1 million square feet of leasable space for retail and 
entertainment operations. Several local shopping centers serve regional needs for Asian-oriented retail 
and services. 

The leading economic segments are office equipment, apparel stores, restaurants, and electronic 
equipment. The five largest manufacturing employers are Cisco Systems, Inc., KLA-Tencor Corporation, 
SanDisk Corporation, Linear Technology, Inc. and Flextronics. Several of these top employers, 
including SanDisk Corporation and Linear Technology, make Milpitas their corporate headquarters. The 
two largest non-manufacturing employers in Milpitas are the Milpitas Unified School District and Vitas 
Healthcare Corporation of CA. 
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Co11sumer C01ifide11ce Level 
The latest consumer confidence survey report showed that the U.S. consumer sentiment in March 2014 
reached an all time high of 82.30 since 2008. Consumer confidence is an indicator designed to measure 
the degree of optimism that consumers feel about the overall state of the economy and their personal 
financial situation. Since consumer spending drives more than 65% of the U.S. Gross Domestic Product, 
the index is a good indicator that when consumers' confidence is high, consumers would likely make 
more purchases thus further boosting the economy. 
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Top Ten Sales Tax Ge11erators hv Ec01iomic Segment 
The chart below provides a snapshot of the City's sales tax revenue by economic segment. Total amount 
of sales tax revenue for the latest benchmark year was about $16.5 million, with the top ten economic 
segments generating about $14.2 million. Economic segments such as apparel stores, restaurants, and 
miscellaneous retail increased over a year ago, while electronic equipment, auto sales, and office 
equipment segments decreased. 

City Sales Tax Revenues 
Top 10 Economic Segments 

Service Station' 7.1% 
Offlco Equip 9.2% Bldg Mlrla·Rotall 3.5% 

Misc Rotall 7 .7% 

Roataurants 16.3% Dopt Storos 5.9% 

Source: MunlServlces Company 
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Many of the major activities initiated in FY13-14 were consistent with the City Council's direction to 
focus on projects and funding that will provide for the economic stability of the community, especially 
developments in the Midtown and the Transit Area that will enhance the City's long-term financial 
condition. 

Major Development Activities in the City 

Midtown Specific Plan - The vision for this area includes high density housing within walking distance 
to light rail and BART to support the public investment in mass transit, transforming neighborhoods into 
an attractive and economically vital district with plazas and a network of pedestrian and bicycle trails, a 
vibrant streetscape along the north end of Main Street and a mixture of housing, shopping, employment, 
entertainment, and cultural and recreational opportunities. The implementation efforts began with 
several capital improvement projects such as the new Library, parking garage, Main Street and Abel 
Street infrastructure improvements. Other development activities undertaken by outside agencies include 
the construction of a County Health Center, a parking garage and a 103-unit Senior Housing apartment 
building. Major residential development includes completion of the Centria West project for 366 
condominium dwelling units. Other development in process includes 200 housing units developed by 
Shea Homes. 

Transit Area Specific Plan - The City adopted a Transit Area Specific Plan in June 2008 which provides 
for medium to high density development surrounding the future Montague/Capitol BART station and t'.vo 
VT A Light Rail Stations. The intent of the Plan is to foster economic development of the area, 
strengthen and expand retail uses to increase sales tax revenues, attract major retailers and provide 
housing and amenities such as parks, retail and restaurants. Currently there are about 1,400 housing units 
in the Transit Area that are under various stages of development. 

Residential Development - Although residential development activities in this region were impacted by 
the soft housing market in the last few years, there is a renewed interest in residential developments 
recently. Outside of the Midtown and Transit Area, there are several residential developments that are 
either under construction or completed and occupied. These projects include Murphy Ranch Townhomes 
(285 townhomes), Robson Homes (83 units), Orchid (80 single family detached units) and Sinclair 
Renaissance (80 single family detached units). 

Non-residential Development - Major commercial construction includes expansion and tenant 
improvements of FireEye, a malware protection company. Building permits were also issued to 
Flextronics, Solexel, KLA-Tencor and Micron for tenant improvements. Micron is a semiconductor 
business relocated from San Jose. 

Budget Strategies in Fiscal 2013-14 

As a result of the ruling by the California Supreme Court, all the redevelopment agencies throughout the 
State were dissolved as of January 31, 2012. The consequences of the dissolution of the Redevelopment 
Agency were particularly difficult for the City of Milpitas. In addition to the loss of funding for many 
major infrastructure and economic development projects, the City also lost approximately $7 million 
annually allocated to the General Fund. The City undertook drastic cost cutting measures that included 
staff reduction, restructuring of non-core programs, and outsourcing of certain maintenance services. 
Nevertheless, the City balanced its FY13-14 General Fund budget and continued to focus on delivery and 
preservation of core services while maximizing overall organizational efficiency and cost savings. These 
accomplishments will be discussed in the next section, City Annual Performance Report. 
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During fiscal year 2013-2014, City staff initiated and implemented various programs and projects that 
significantly improved services to the citizens and the community. These efforts are consistent with the 
City mission statement and the City Council's priorities and policy direction. A listing and brief 
description of these programs and projects is as follows: 

Responded to 4,83 8 emergency incidents with an average response time of 4:24 minutes. 
• Presented fire prevention information at over 45 public events. 

Conducted 1,180 plan reviews, issued 1,062 approvals/permits and performed 5,534 fire inspections. 
Certified 555 new "Strategic Actions For Emergencies" (SAFE) team members in various 
neighborhoods. 

Reduced residential burglaries by 23% in 2013. 
Reduced average emergency response time to 2:31 minutes m FY12-13, the lowest average 
emergency response time in the last thirteen years. 
Reduced auto theft by I 7% in 2013. 
Concluded the 15-month investigation of the murder of the 7-11 employee with the arrest of 4 
suspects. 

Engineering 

Completed construction of the Milpitas Sports Center locker rooms improvements and open to the 
public for use prior to the 4th of July events. 
Completed the City's Long Term Trash Reduction Plan. 

• Completed the City-wide Storm Drain Master Plan & Sewer System Management Plan. 
Completed the tests of 1800 backflow devices in the City. 

Public Works Maintenance 

Coordinated water system shutdown for development and BART construction. 
Investigated 2,280 customer service requests and provided immediate response for urgent/safety 
related service requests. 

• Provided cross-training and safety training to staff to improve efficiency and reduce injuries. 
• Responded immediately to all roadway hazards, graffiti abatement, and emergency storm service 

requests. 

Planning/Neighborhood Services 

Established new Environmental/CEQA consulting services. 
Completed Housing Element Zoning Ordinance Amendments pursuant to State Law. 
Processed over 700 code enforcement service requests and code violations. 

@ Managed and administered 1,200 affordable Housing units for Milpitas Housing Authority. 
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Human Resources and Recreation 

@ Adhered to the Affordable Care Act (ACA) requirements regarding the Marketplace Coverage 
(Exchange) Notices for Employees. 

• Continued to work on recruitments on a timely basis for all departments. To date approximately 30 
recruitments have been finalized. 

• Processed 1,340 memberships in the first 7 months of the fiscal year for the Senior Center. 
• Successfully completed two public art installations (City Hall Minute Man and Cartwheel Kids 

move) and one public art maintenance project at Augustine Park. 

Building & Safety 

• Utilized iPad for inspection in the field to streamline and improve efficiency in the inspection 
process. 
Introduced online application for extension of plan check and permits. 
Enhanced public outreach by sending e-newsletters to more than 3,000 customers. 
Introduced electronic sign-in system in Permit Center to improve customer service. 

Administration 

Eliminated the General Fund budget structural deficit from $12 million in fiscal 2012 to a balanced 
budget in fiscal 2014. 
Obtained a "AAA" general credit rating from Standard & Poor' s rating services. 
Developed long-term fiscal planning policies. 
Launched Citywide Strategic Plan to update City's visions, values and goals. 

City Attorney 

• Successfully prevailed in five significant lawsuits. 
Provided hands-on legal guidance through Redevelopment Agency wind down. 
Advised management through continuing labor negotiations. 
Represented the City in numerous administrative/court cases. 

Information Services 

• Completed the MyMilpitas mobile app for iPhone and iPad. 
• Completed CAD system upgrade. 
• Completed Document Imaging system upgrade. 
• Maintained network availability at 99 .9% of the time. 

Finance 

• Developed an updated Cost Allocation Plan (CAP) and worked with departments to update fee 
schedule based on updated CAP. 
Worked with the County Auditor and State Department of Finance to receive the "Finding of 
Completion" for the Successor Agency of the City of Milpitas Redevelopment Agency. 
Developed and implemented real property lien process. 
Bid various frequently used commodities and services and created annualized contracts with the 
vendors to achieve savings and efficiency. 
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ACCOUNTING SYSTEM AND BUDGET ARY CONTROL 

In developing and evaluating the City's accounting system, consideration is given to the adequacy of 
internal accounting controls. Internal accounting controls are designed to provide reasonable, but not 
absolute, assurances regarding: (1) the safeguarding of assets against loss from unauthorized use or 
disposition; and (2) the reliability of financial records for preparing financial statements and maintaining 
accountability for assets. The concept of reasonable assurance recognizes that: (1) the cost of a control 
should not exceed the benefits likely to be derived; and (2) the evaluation of costs and benefits requires 
estimates and judgments by management. 

All internal control evaluations occur within the above framework. The Finance Department staff 
remains committed to improving the City's accounting system; to maintain the City's internal accounting 
controls to adequately safeguard assets; and to provide reasonable assurances of proper recording of 
financial transactions. Budgetary control is directed by the City Council by resolution when the budget is 
adopted each year. Expenditures may not legally exceed appropriations at the department level by fund. 
The City utilizes the encumbrance system as a management control technique to assist in controlling 
expenditures. The City Manager has limited budget appropriation authority in an amount not to exceed 
l % of the total General Fund budget, although the appropriations must be reported to the City Council on 
a periodic basis. Periodic reports of revenue, expense, and investment activity are prepared and 
distributed to the City Council and City departments to monitor spending in relation to the budget. At 
fiscal year-end, open encumbrances arc reported as an assignment of the fhnd balance. The City's 
accounting records are organized and operated on a "fund" basis, which is the basic fiscal and accounting 
entity in governmental accounting. Each fund is classified by category and fund type: 

Governmental Funds: 

Proprietary Funds: 

Fiduciary Funds: 

Category and Fund Type 

General Fund, Special Revenue Funds, Debt Service Funds, and Capital 
Projects Funds 

Enterprise Funds and Internal Service Fund 

Private-Purpose Trust Fund and Agency Funds 

Governmental Funds: The basic financial statements necessary to fairly present the financial position 
and operating results from major governmental funds are the balance sheet, and the statement of 
revenues, expenditures and changes in fund balance. These funds are maintained using the modified 
accrual basis of accounting, which is more thoroughly explained in the Notes to the Financial Statements. 
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Proprietary Funds: Generally accepted accounting principles applicable to private commercial business 
are applicable to proprietary funds of a government agency. The basic financial statements required to 
present the financial position and operating results from major proprietary funds are the statement of net 
position, statement of revenues, expenses, and changes in fund net position, and the statement of cash 
flows. The accrual basis of accounting is utilized as explained in the Notes to the Financial Statements. 

Fiduciary Funds: Fiduciary funds are used to account for assets held by a government agency acting as a 
trustee or agent for individuals, assessment districts, organizations, other governmental units or other 
funds of the same entity. These funds are also identified in this report as a Private-Purpose Trust Fund 
and Agency Funds. The full accrual basis of accounting is used as explained in the Notes to the 
Financial Statements. Agency funds are custodial in nature (assets equal liabilities) and do not involve 
measurement of results of operations. 

FINANCIAL ANALYSIS 

Generally Accepted Accounting Principles (GAAP) require that management provide a narrative 
introduction, overview, and analysis to accompany the basic financial statements in the form of 
Management's Discussion and Analysis (MD&A). This letter of transmittal is designed to complement 
the MD&A and should be read in conjunction with it. The City of Milpitas' MD&A can be found 
immediately following the report of the independent auditors. 

INDEPENDENT AUDIT 

Each year the City requires an independent annual audit of the City's financial records, the results of its 
operations, and cash flows. This report includes the opinion of the City's independent auditors, Maze & 
Associates, for the basic financial statements of the City. In addition, a separately issued document 
contains the auditors' reports on the internal control structure and compliance with applicable laws and 
regulations related specifically to the single audit. 

AWARDS 

The Government Finance Officers' Association of the United States and Canada (GFOA) awarded a 
Certificate of Achievement for Excellence in Financial Reporting to the City for its Comprehensive 
Annual Financial Report for the fiscal year ended June 30, 2013. The Certificate of Achievement is the 
highest form of recognition for excellence in state and local government financial reporting. 

In order to be awarded a Certificate of Achievement, a government unit must publish an easily readable 
and efficiently organized Comprehensive Annual Financial Report, whose contents conform to program 
standards. Such CAFR must satisfy both generally accepted accounting principals and applicable legal 
requirements. 

A Certificate of Achievement is valid for a period of one year only. The City has received the GFOA 
Certificate of Achievement for twenty-five of the last twenty-six years (fiscal years ended 1988-2013). 
The 1992-93 report was not submitted to GFOA due to timing delays. 

We believe our current report continues to conform to the Certificate program requirements. This report 
will be submitted to GFOA to determine its eligibility for another certificate. 
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The City of Milpitas is located near the southern tip of San Francisco Bay, forty-five miles south of San 
Francisco. Milpitas is often called the "Crossroads of Silicon Valley" with most of Its 13.56 square miles of 
land situated between two major freeways (1-880 and 1-680), State Route 237, and a county expressway. 
The light rail line opened for service in 2004 and an extension of BART, with a major multi-modal station, is 
in the planning stages. 
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INDEPENDENT AUDITOR'S REPO:RT 

To the Honorable Members of the City Council 
City of Milpitas, California 

Report on Financial Statemellts 

MAZE 
&ASSOC I ATES 

We have audited the accompanying financial statements of the governmental activities, the business-type activities, 
each major fund, and the aggregate remaining fund information of the City of Milpitas as of and for the year ended 
June 30, 2014, and the related notes to the financial statements, which collectively comprise the City's basic 
fmancial statements as listed in the Table of Contents. 

Management's Responsibility for the Financial Statements 

Management is responsible for the preparation and :(air presentation of these financial _statements in accordance 
with accounting principles generally accepted in the United States of America; this includes the design, 
implementation, and maintenance of internal control relevant to the preparation and fair presentation of the 
financial statements that are free from material misstatement, whether due to fraud or error. 

Auditor's Responsibility 

Our responsibility is to express opinions on these financial statements based on our audit. We did not audit the 
discretely presented component unit financial statements of Terrace Gardens, Inc. as of and for the year ended 
December 31, 2013, which represent 1.63%, l.70%, and 0.88% of the assets, net position, and revenues, 
respectively, of the primary govenunent. These component unit financial statements were audited by another 
auditor, whose report thereon has been furnished to us, and our opinion, insofar as it relates to the amounts 
included for this entity, is based solely on the report of the other auditor. 

We conducted our audit in accordance with auditing standards generally accepted in the United States of America 
and the standards applicable to financial audits contained in Government Auditing Standards, issued by the 
Comptroller General of the United States. Those standards require that we plan and perfonn the audit to obtain 
reasonable assurance about whether the financial statements are free from materiaJ misstatement. 

An audit involves perfonning procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditor's judgment, including the assessment of the 
risks of material misstatement of the financial statements, whether due to :fraud or error. In making those risk 
assessments, the auditor considers internal control relevant to the City's preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the 
purpose of expressing an opinion on the effectiveness of the City's iotemal control. Accordingly, we express no 
such opi,nion. An audit also includes evaluating the appropriateness of accounting policies used and the 
reasonableness of significant accounting estimates made by management, as well as evaluating tbe overall 
presentation of the financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit 
opinions. 

Accountancy Cotpor11!lon 
~~·1 lll Au11klrk AVe11l1e. Suite 2 1 fi 
rleaso11t 11111. CA 94523 

f 925.930.0902 
r 925,930,0135 
e maze@mazaassoclalss.con1 
w rnazoassociatos.com 



Opinions 

ill our opinion, based on our audit and the report of the other auditors, the financial statements referred to above 
present fairly, in all material respects, the respective financial position of the governmental activities, the business­
type activities, each major fund, the aggregate remaining fund information, and discretely presented component 
unit of the City as of June 30, 2014, and the respective changes in the financial position and, where applicable, 
cash flows thereof and the respective budgetary comparisons listed as part of the basic financial statements for the 
year then ended in conformity with accounting principles generally accepted in the United States of America. 

Emphasis of a Matter 

As discussed in Note lOE, the City restated beginning fund balance and net position of three funds. 

The emphasis of this matter does not constitute a modification of our opinion. 

Other Matters 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that Management's Discussion 
and Analysis be presented to supplement the basic financial statements. Such information, although not a part of 
the basic financial statements, is required by the Governmental Accounting Standards Board, who considers it to 
be an essential part of financial reporting for placing the basic financial statements in an appropriate operational, 
economic or historical context. We have applied certain limited procedures to the required supplementary 
information in accordance with auditing standards generally accepted in the United States of America, which 
consisted of inquiries of management about the methods of preparing the information and comparing the 
information for consistency with management's responses to our inquiries, the basic financial statements, and other 
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion or 
provide any assurance on the information because the limited procedures do not provide us with sufficient 
evidence to express an opinion or provide any assurance. 

Other Information 

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise 
the City's basic financial statements as a whole. The Introductory Section, Supplemental Information, and 
Statistical Section as listed in the Table of Contents are presented for purposes of additional analysis and are not 
required parts of the basic financial statements. 

The Supplemental Information is the responsibility of management and was derived from and relates directly to the 
underlying accounting and other records used to prepare the basic financial statements. The information has been 
subjected to the auditing procedures applied in the audit of the basic financial statements and certain additional 
procedures, including comparing and reconciling such information directly to the underlying accounting and other 
records used to prepare the basic financial statements or to the basic financial statements themselves, and other 
additional procedures in accordance with auditing standards generally accepted in the United States of America. In 
our opinion, the Supplemental Information is fairly stated, in all material respects, in relation to the basic financial 
statements as a whole. 

The Introductory and Statistical Sections have not been subjected to the auditing procedures applied in the audit of 
the basic financial statements and, accordingly, we do not express an opinion or provide any assurance on them. 

2 



Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated October 16, 2014, on our 
consideration of the City's internal control over fmancial reporting and on our tests of its compliance with certain 
provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that report is to 
describe the scope of our testing of internal control over fmancial reporting and compliance and the results of that 
testing, and not to provide an opinion on internal control over financial reporting or on compliance. That report is 
an integral part of an audit performed in accordance with Government Auditing Standards in considering the City's 
internal control over fmancial reporting and compliance. 

Pleasant Hill, California 
October 16, 2014 
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The following discussion provides readers of the Cit-y of Milpitas' financial statements a narrative 
overview and analysis of the financial activities of the City of Milpitas for the fiscal year ended June 30, 
2014. Please read this document in conjunction with the accompanying Transmittal Letter and Basic 
Financial Statements. 

FISCAL 2014 FINANCIAL IDGHLIGHTS 

The City's revenues in fiscal 2014 reflect continued economic recovery in the South Bay region, 
primarily driven by improved employment and rebound of the housing market. The unemployment rate 
for the San Jose-Sunnyvale-Santa Clara metropolitan area in June 2014 was at 5 .5%, an improvement 
over last year's 6.9%. The property tax revenue has shown substantial recovery due to double digit 
increase of median home prices. The foreclosures and property tax appeals have been trending downward. 
Building permit fees and Transient Occupancy Tax revenues were better than last fiscal year, reflecting a 
steadily improving economy. 

Fiscal 2014 financial highlights include the following: 

City-wide: 
The City's total net position was $599.7 million at June 30, 2014. Of this total, $433.8 million 
were Governmental assets and $166.0 million ;vcrc Busincss-t';pe assets. 
City-wide revenues include program revenues of $73 .6 million, general revenues and transfers of 
$61.8 million, and a special item of $49.8 million totaling $185.2 million, an increase of 
$68.3million from the prior year's total of $116.9 million. 
Total City-wide expenses were $114.7 million, an increase of $9.4 million from the prior year's 
$105.3 million. 

Fund Level: 
Governmental Fund balances were $116.8 million, a decrease of$7.1 million from fiscal 2013. 
Governmental Fund revenues were $99 .6 million in fiscal 2014, up $17.4 million from the prior 
year's $82.2 million. 

• Governmental Fund expenditures were $80.6 million in fiscal 2014, an increase of $3.4 million 
from fiscal 2013 's level of $77 .2 million. 

e General Fund revenues of $76.8 million represented an increase of $14.1 million from fiscal 
2013 's revenues of $62. 7 million. 

• Total other financing sources of the General Fund were $3.l million in fiscal 2014 while fiscal 
2013 had a total other financing sources of $4.4 million. 

G General Fund balance of $48.9 million at the fiscal 2014 year-end was $16.l million more than 
the fund balance at fiscal 2013 year-end. 

OVERVIEW OF THE COMPREHENSIVE ANNUAL FINANCIAL REPORT 

This Comprehensive Annual Financial Report is in six parts: 
1) Introductory section, which includes the Transmittal Letter and general information, 
2) Management's Discussion and Analysis (this part), 
3) The Basic Financial Statements, which include the Government-wide and the Fund financial 

statements, along with the Notes to these financial statements, 
4) Supplementary Information, 
5) Combining statements for Non-major Governmental Funds and Fiduciary Funds, 
6) Statistical information. 
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The Basic Financial Statements 

The Basic Financial Statements comprise the City-wide Financial Statements and the Fund Financial 
Statements. These two sets of financial statements provide two different views of the City's financial 
activities and financial position-long-term and short-term. 

The City-wide Financial Statements provide a longer-term view of the City's activities as a whole, and 
comprise the Statement of Net Position and the Statement of Activities. The Statement of Net Position 
provides information about the financial position of the City as a whole, including all its capital assets and 
long-term liabilities on the full accrual basis, similar to that used by corporations. The Statement of 
Activities provides information about all the City's revenues and all its expenses, also on the full accrual 
basis, with the emphasis on measuring net revenues or expenses of each of the City's programs. The 
Statement of Activities explains in detail the change in net position for the year. 

The Fund Financial Statements report the City's operations in more detail than the City-wide statements 
and focus primarily on the short-term activities of the Ci~;'s General Fund and other Major Funds. The 
Fund Financial Statements measure only current revenues and expenditures, current assets, liabilities, 
deferred inflows/outflows of resources and fund balances, but exclude capital assets, long-term debt and 
other long-term amounts. 

Major Funds account for the major financial activities of the City and are presented individually, while 
the activities of Non-major funds are presented in summary, with subordinate scheduies presenting the 
detail for each of these Non-major funds. Major Funds are explained below. 

The City is the Successor Agency of the Milpitas Redevelopment Agency. It holds funds to make 
payments according to the enforceable obligations schedules and eventually dispose of other assets and 
properties of the former Redevelopment Agency for the benefits of the taxing agencies. The City is also 
the depository agent for Local Improvement Districts and certain other entities. The fiduciary statements 
provide information about the cash balances and activities of the Successor Agency, Local Improvement 
Districts and other entities. These statements are separate from the City's financial statements and their 
balances are excluded from the City's fund balances. 

Together, all these statements are called the Basic Financial Statements. 

The City-wide Financial Statements 

All of the City's basic services are considered to be governmental activities, including general 
government, community development, public safety, public works, parks & recreation, public 
improvements, planning and zoning, and general administration services. These services are supported by 
general City revenues such as taxes, and by specific program revenues such as fees. The City-wide 
financial statements can be found in pages 21-23 of this report. 

All of the City's enterprise activities, including water, recycled water, and sewer are also reported in the 
basic financial statements. Unlike governmental services, these activities are supported by charges paid 
by users based on the amount of their service consumption. 

The City's governmental activities include the activities of three other separate legal entities, Milpitas 
Economic Development Corporation ("EDC"), the Milpitas Housing Authority ("Housing Authori1'/'), 
and Terrace Gardens, Inc., because the City is either financially accountable for these entities or has 
control of the governing board of these entities. 

Citywide financial statements are prepared on the accrual basis, which means they measure the flow of all 
economic resources of the City as a whole. 
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Fund Financial Staternents 

Governmental Fund financial statements are prepared on the modified accrual basis, which means they 
measure only current financial resources and uses. Capital assets and other long-lived assets, along with 
long-term liabilities, are presented only in the citywide financial statements. 

Enterprise and internal service fund financial statements are prepared on the full accrual basis and include 
all these funds' assets and liabilities, both current and long-term. 

The Fund financial statements provide detailed information about each of the City's most significant 
funds, called Major Funds. Each Major Fund is presented individually, with all Non-major Funds 
summarized and presented only in a single column. Subordinate schedules present the detail of these 
Non-major funds. Major Funds present the major activities of the City for the year. The General Fund is 
always a Major Fund, but other funds may change from year to year as a result of changes in the pattern 
of the City's activities. 

The City has four other Major Governmental Funds in fiscal 2014 in addition to the General Fund. These 
are the Economic Development Corporation Fund, Housing Authority Fund, the Street Improvement 
Fund and the Transit Area Impact Fee Fund, each of which is discussed in detail below. 

Both of the City's Enterprise Funds are reported as Major Funds. 

Comparisons of Budget and Actual financial information are presented only for the General Fund and 
other Major governmental funds that are Special Revenue Funds. The City has two major Special 
Revenue Funds, the Economic Development Corporation Fund and the Housing Authority Fund, 
however, only the Housing Authority adopts an annual budget. 

Fiducimy Statements 

The City is the Successor Agency of the former Redevelopment Agency and the agent for certain local 
improvement districts ("Districts"). The City holds property tax revenue distributed from the 
Redevelopment Property Tax Trust Fund ("RPTTF") to pay outstanding recognized obligations for the 
Successor Agency. The City also holds amounts collected from property owners which await transfer to 
the Districts' bond trustees. These activities are excluded from the City's other financial statements 
because the City cannot use these assets to finance its own operations. The City's fiduciary activities are 
reported in the separate Statement of Fiduciary Net Position, Statement of Changes in Fiduciary Net 
Position and the Agency Funds Statement of Changes in Assets and Liabilities. 
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CITYWIDE FINANCIAL ANALYSIS 

This analysis focuses on the net position and changes in net position of the City as a whole. Comparisons 
of the current year's net position and activities with fiscal 2013 are presented in table form. Any 
significant changes are analyzed and discussed. 

Governmental Activities 

Table 1 
Governmental Net Position at June 30 

(in Millions) 

Governmental Activities 

Cash and investments 
Other assets 
Capital assets 

Total assets 

Long-term debt outstanding 
Other liabilities 

Total liabilities 

Net position: 
Net investment in capital 
assets 
Restricted 
Unrestricted 

Total net position 

2014 

$106.2 
66.5 

298.0 

6.3 
30.6 

36.9 

291.7 

90.8 
51.3 

$433.8 

2013 
(Restated) 

$122.1 
52.6 

227.2 

10.2 
24.0 

34.2 

217.0 

85.8 
64.9 

The City's governmental net position was $433.8 million at June 30, 2014, an increase of $66.1 million 
from 2013. This increase is reflected as Change in Net Position in the Governmental Activities column of 
the Statement of Activities and is also shown in Table 2 of this analysis: 

• Cash and investments decreased $15 .9 million principally due to settlement of the RDA asset 
transfer lawsuit with the State of California and the County of Santa Clara that required a cash 
payment of almost $41 million from the City of Milpitas entities. 

Other assets increased $13 .9 million from last year primarily due to the property purchased by the 
Economic Development Corporation that was reclassified from capital assets to properties held 
for resale. The properties were transferred to the City as part of the lawsuit settlement mentioned 
above. 

• Capital assets increased $70.8 million from last year, resulting from $15.6 million depreciation, 
offset by $86.2 million asset additions, net ofretirements in fiscal 2014. 

e Long-term debt decreased $3 .9 million due to scheduled debt repayments. 

Other liabilities increased $6.6 million due to increased accounts payable, uninsured claims 
payable and unearned revenue. 
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As the Sources of Revenue Chart above shows, $27.6 million or 27% of the City's fiscal 20 14 
governmental activities revenue came from property taxes, while $ l9.0 million or 25% came from sales 
and use taxes. The remainder came from a variety of sources, including charges for services, grants and 
contributions, franchise fees, hotel/motel taxes, and building fees. 
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The Functional Expenses Chart above includes only current year expenses, which are discussed in detail 
below. It does not include capital outlays, which are added to the City's capital assets. The composition 
of Fiscal 2014's capital assets is shown in detail at Table 8. 
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The Statement of Activities presents program revenues and expenses and general revenues in detail. All 
these are elements in the Changes in Governmental Net Position as summarized below. 

Table 2 
Changes in Governmental Net Position 

(in Millions) 

Expenses 
General Government 
Building 
Public Works 
Planning & Neighborhood Svcs 
Recreation 
Police 
Fire 
Interest on long term debt 

Total expenses 

Revenues 
Program revenues: 

Charges for services 
Operating contributions and grants 
Capital Grants 
Total program revenues 

General revenues: 
Taxes: 

Property taxes 
Sales and uses taxes 
llotel/I\!1otel taxes 
Other taxes 

Franchise fees 
Investment earnings 
Miscellaneous 
Total general revenues 

Total Revenues 
Surplus (Deficit) before transfers 

Special item 
Transfers 
Changes in net position 
Beginning net position, as restated 

Ending net position 

Governmental Activities 
2014 2013 

$21.1 
2.7 

18.7 
2.1 
3.0 

23.4 
15.l 
0.2 

86.3 

16.3 
6.2 

15.5 
38.0 

27.6 
19.0 
9.4 
0.7 
3.5 
0.8 
0.2 

61.2 
99.2 
12.9 
49.8 

3.4 
66.l 

367.7 

$433.8 

(Restated) 

$15.3 
2.3 

17.7 
2.6 
3.1 

21.7 
15.8 
0.2 

78.7 

13.7 
7.5 
8.3 

29.5 

20.5 
20.2 

7.9 
0.5 
3.3 
0.3 
0.2 

52.9 
82.4 

3.7 

3.0 
6.7 

361.0 

$367.7 

Table 2 compares fiscal 2014 expenses and revenues with those of fiscal 2013. Expenses increased by 
$7.6 million in fiscal 2014, due to an increase in uninsured claims and an increase in salaries and benefits, 
depreciation expense and contractual services. Almost all of the program expenses experienced increases 
due to an increase in salaries and benefits. General Government program expenses increased $5.8 million 
due to the increase uninsured claims and salaries and benefit expenses. 
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Table 2 shows that total government revenues increased $16.7 million in fiscal 2014. Program revenues 
increased $8.5 million while general revenues increased $8.2 million. The increase in program revenues 
was due to increased charges for services and increased operating grants. The increase in general revenues 
was mainly due to transient occupancy tax and property tax revenue. Property tax revenue in fiscal 2014 
was $7 .1 million more than last year due to a one-time increased distribution from the Redevelopment 
Property Tax Trust Fund (RPTTF) as a result of the lawsuit settlement. The settlement of the lawsuit 
required the City and other entities to remit approximately $41 million to the County Controller. The 
proceeds were subsequently distributed to all the taxing entities within the Redevelopment Area. The 
City is one of the taxing entities and received approximately $6.3 million from the RPTTF. Sales tax 
revenue in fiscal 2014 was $1.2 million less than fiscal 2013, due to the loss of a major sales tax 
generator. Transient Occupancy Tax increased $1.4 million in fiscal 2014 reflecting recovery in the 
economy. The increase of investment earnings by $0.5 million in fiscal 2014 was due to an increase in 
cash and investments. A special item of $49.8 million was reported in fiscal 2014 due to the settlement 
with the Department of Finance and the County of Santa Clara on the previously mentioned lawsuit. 
Detail of the lawsuit settlement can be found in Notes 14 and 17F. 

Table 3 presents the net cost of each of the City's largest programs-general government, building, public 
works, planning & neighborhood services, parks & recreation, police, fire, and interest expense. Net cost 
is defined as total program cost less the revenues generated by those specific activities. The net cost of 
providing similar programs decreased $1.0 million. The primary reasons for increased program revenues 
were due to economic recovery and increased capital grants. 

General Government 
Building 
Public Works 

Table 3 
Governmental Activities 

(in .LVJl.JlJU.Jl'VJlJl•:'1 

Net (Expenses) Revenue 
From Services 

2014 2013 

$(17.9) $(10.3) 
3.8 2.3 

.5 (8.5) 
Planning & Neighborhood Services (1.4) (1.7) 
Recreation 1.1 3.1 
Police (21.2) (19.7) 
Fire (13.0) (14.2) 
Interest on long term debt (0.2) (0.2) 

Totals ${48.3} ${49.2} 
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Table 4 
Business-Type Net Position at June 30 

(in Millions) 

Business-Type Activities 

Cash and investments 
Other assets 
Capital assets 

Total assets 

Other liabilities 
Long-term Debt 

Total liabiHities 

Net position: 
Net investment in capital assets 
Restricted 
Unrestricted 

2014 

$52.7 
7.7 

114.8 

175.2 

2.3 
6.9 

107.8 
37.3 
20.9 

$166.0 

2013 
(Restated) 

$49.2 
8.2 

113.8 

171.2 

2.4 
7.3 

9.7 

106.5 
35.3 
19.8 

$161.5 

The net position of business-type activities were $166.0 million in fiscal 2014, an increase of $4.5 million 
from fiscal 2013. Total assets increased $4.0 million while total liabilities decreased $0.5 million. The 
increase in net position was due to increased customer service charges and capital contributions for the 
Water and Sewer Funds. 
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Table 5 
Lnan:£!:es in BlJ.llsiness-Type Net Position 

Expenses 
Water Utility 

Sewer Utility 
Total expenses 

Revenues 
Program revenues: 

Charges for services 
Operating Grant 
Capital Grants 
Total program revenues 

General revenues: 
Investment earnings 
Total general revenues 

Total Revenues 
Excess before transfers 

Transfers 
Changes in net position, as restated 
Beginning net position 

(in .l.TJUUUlJl~.;>JlJlU' 

Business-Type Activities 
2013 

2014 (Restated) -------

$17.4 $17.2 

11.0 9.4 
28.4 26.6 

34.1 32.4 
0.1 0.1 
1.4 2.0 

35.6 34.5 

0.7 0.1 
0.7 0.1 

36.3 34.6 
7.9 8.0 

(3.4) (3.0) 
4.5 5.0 

161.5 156.5 

$166.0 $161.5 

Table 5 compares fiscal 2014 expenses and revenues with those of fiscal year 2013. Total expenses 
increased by $1.8 million in fiscal 2014 due to increased water purchase and usage. Total program 
revenues increased by $1.1 million primarily due to increased charges for services and capital 
contributions received from developers. Total general revenue was $0. 7 million from interest earnings, 
$0.6 million higher than last year due to an increase in cash available for investment. The net transfers 
represent reimbursements of administration costs to the General Fund. 
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FINANCIAL ANALYSIS THE CITY'S FUl'IDS 

Table 6 below summarizes activities and balances of the governmental funds at the fund level: 

Table 6 
Financial Highlights of Governmental Funds at Fund Level at June 30 

(in Minions) 

Total assets 
Total liabilities 
Total deferred inflows of resources 
Total fund balances 
Total revenues 
Total expenditures 
Total other financing sources 
Total special items 

2014 

$173.3 
26.6 
29.9 

116.8 
99.6 
80.6 
3.4 

27.3 

2013 
(Restated) 

$190.6 
28.3 
38.4 

123.9 
82.2 
77.2 

2.6 

At June 30, 2014, the City's governmental funds reported combined fund balances of $116.8 million, a 
decrease of $4.8 million from last year. The fund balances of the Economic Development Corporation, 
Housing Authority Fund, and Other Governmental Funds decreased $22.7 million, $3.5 million, and $1 
million, respectively, while the fund balances of the General Fund and Transit Area Impact Fee Fund 
increased $16.1 million and $6.4 million, respectively. 

Revenues at the fund level totaled $99.6 million, an increase of $17.4 million. Revenues for the Housing 
Authority Fund, Street Improvement Fund and Other Governmental Funds decreased $1.9 million, $1.5 
million, and $5 .6 million respectively while the General Fund, Economic Development Corporation, and 
Transit Area Impact Fee Fund increased $14.1 million, $2.0 million and $10.1 million, respectively. 

Expenditures increased $3.4 million this year to $80.6 million from last year's $77.2 million. The 
expenditures of the General Fund, Housing Authority Fund, Transit Area Impact Fee Fund and Other 
Governmental Funds increased $1.7 million, $0.2 million and $3.9 million, respectively while the 
Economic Development Corporation and Street Improvement Fund decreased by $1.3 million, and $3 .6 
million, respectively. 
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General Fund revenues increased to $76.8 million this fiscal year, up $14.1 million from the prior fiscal 
year. Increases came from property tax, revenue, other taxes, licenses and fines, intergovernmental 
revenue and charges for services categories while decreases came from sales taxes, and use of money and 
property. Property tax revenue increased $11.1 million due to residual distributions from the 
Redevelopment Property Tax Trust Fund ("RPTTF") was recorded in the General Fund in fiscal 2014. 
Approximately $9.7 million of the distributions from the RPTTF consisted of $3.4 million annual residual 
distribution of the Redevelopment property tax and $6.3 million one-time distributions were recorded in 
the General Fund. If the annual RPTTF distributions were recorded in the General Fund in fiscal 2013, 
the property tax revenue would have shown an increase of $0.6 million. The additional increase is due to 
recovery in the housing market thus increasing the assessed valuation of properties throughout the City. 

Sales tax decreased by approximately $1.2 million due to the loss of a major sales tax generator. Other 
taxes increased by $1. 7 million primarily due to increased Transient Occupancy Tax revenue. Licenses 
and permits increased $2.3 million primarily from the building permit and inspection fees as a result of 
increased development activities. Charges for services also increased by $0.2 million due to increased 
revenues for planning and engineering fees received from private developments and increased police, fire, 
and recreation service charges. 

General Fund expenditures increased $1.7 million to $62.9 million in fiscal 2014 primarily due to an 
increase in salaries and benefits. 

Net transfers in were approximately $3 .1 million, as compared to net transfers out of $4.4 million in fiscal 
2013. Net transfers consist of $3.7 million from other funds for operating costs and transfers out of $0.6 
million. The transfers out of $0.6 million were primarily for funding of capital projects. 

The special item of $0.9 million consists of the transfer of lands from EDC and the Housing Authority to 
the City, offset by the payment to the County Controller under the settlement with State of California and 
the County of Santa Clara. 

Economic Development Coirporation 

This fund accounts for the activities of the Economic Development Corporation ("EDC"). The EDC is a 
tax-exempt organization that was formed in fiscal 2011 for the purpose of facilitating and fostering the 
City's economic development and elimination of blight through public-private partnerships. During fiscal 
2014, EDC had an increase in interest income of $2.0 million entirely due to repayment of interest on an 
interfund loan from the Transit Area Specific fund. Expenditures of $3 .8 million were primarily for 
interest and principal payments on a property purchase. The EDC assumed the liability of the former 
Redevelopment Agency for the purchase of one property located in the Transit Area. Under the Purchase 
and Sale Agreement with Mission West, the EDC was to pay the purchase price of $21.8 million in 
installments, as stipulated in a promissory note. In fiscal 2014, $3 .0 million of the EDC' s funds along 
with $0.8 million collected from the City's Transit Area Impact Fee Fund were applied toward the 
repayment of the promissory note. The special item reflects that in 2014, the EDC settled the lawsuit with 
the State of California and the County of Santa Clara as a party of the City entities. 

Operating transfers in of approximately $0.8 million were from the Transit Area Impact Fee Fund and 
were used to pay a portion of the promissory note as mentioned above. 
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Housing Authority 

This Fund accounts for the housing activities assumed from the former Redevelopment Agency designed 
to increase the amount of low and moderate-income housing available in the City. Total revenues were 
$1.3 million in fiscal 2014, comprised of $0.4 million of interest and rental income, $0.6 million from 
repayment of housing loans, and $0.3 million proceeds from the sale of an affordable housing unit. Total 
expenditures were $0.5 million for administration and operation of the "Silent Second" loan program, 
management of four affordable housing units and one commercial property with eight tenants that were 
transferred from the former Redevelopment Agency's Housing Reserve Fund. The special item consists 
of the transfer of property held for resale to the General Fund under the terms of the City's settlement 
with the State of California and the County of Santa Clara. 

Street Improvement Capita! Project 

This Capital Project Fund accounts for the majority of the capital projects activity in the City that is not 
developed in the Transit Area. The Fund's revenues were $1.2 million in fiscal 2014, a decrease of $1.5 
million from fiscal 2013. The decrease was due to one time intergovernmental revenues and developer 
contributions. Fund expenditures were $1.5 million in fiscal 2014, a decrease of $3 .6 million from fiscal 
2013, attributed to capital outlay decrease. Operating transfers in of $0.6 million were from the Gas Ta,"X 
Special Revenue Fund for capital improvement project funding. 

The Transit Area Impact Fee Fund was established in fiscal 2009 to account for impact fees revenue 
collected from developers and related capital expenditures in the Transit Area. In fiscal 2014, fund 
revenues were $11.3 million, primarily from fees collected from developers. Expenditures were $4.6 
million, consisted of $4.4 million capital improvement project expenditures and $0.2 million for accrued 
interest expenditures on advances received from other funds. The operating transfer out of $0.8 million to 
the Economic Development Corporation was used to pay for a portion of installment payment pursuant to 
a promissory note. 

Other Governmental Funds 

These funds are not presented separately in the Basic Financial Statements, but are individually presented 
as Supplemental Information. 
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Fund Balance Classifications 

Fund balances are classified in five categories: nonspendable, restricted, committed, assigned and 
unassigned based on a hierarchy of constraint. Further details on fund balance classifications can be 
found in Note 1 OB. 

Table 7 shows the classification of the fund balances of the major governmental funds. 

Table 7 
Fund Balances at June 30 - Major Governmental Funds 

(in Millions) 

2014 
General Fund 

Nonspendable $ 23.3 
Committed 5.4 
Assigned 6.7 
Unassigned 13.5 

Total $48.9 

EDC Fund 
Restricted 4.1 

Housing Authority Fund 
Restricted $21.0 

Street Improvement Fund 
Restricted $7.5 

Transit Area Impact Fee Fund 
Unassigned ($6.6) 

2013 
(Restated) 

$ 0.5 
5.4 

10.4 
16.4 

$32.7 

26.8 

$24.6 

$7.4 

($12.9) 

At June 30, 2014, the fund balance of the General Fund was $48.9 million: $23.3 million was classified as 
nonspendable, comprised of $0.7 for prepaid materials and supplies, $17.6 million of property held for 
resale, and $5 .0 million for advances to other funds; $5 .4 million for PERS Rate Stabilization was 
classified as committed; $6.7 million of the fund balance comprised of $3.5 million for capital 
improvement, $2.8 million for uninsured claims and $0.4 million for encumbrances, was classified as 
assigned; $13 .5 million was classified as unassigned. 

The fund balance of the Economic Development Corporation Fund was $4. l million, all restricted for 
economic development purposes. 

The fund balances of the Housing Authority Fund and Street Improvement Fund were also classified as 
restricted because the amounts were restricted for specific purposes. 

The fund balance of the Transit Area Impact Fee Fund was classified as unassigned due to its negative 
amount. 
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Total operating revenues of Business-type Activities increased $1.7 million from last year, while 
operating expenses increased $1.8 million. Total operating revenues and total operating expenses were 
$34.1 million and $28.1 million respectively. Non-operating revenues were $0.5 million in fiscal 2014, a 
decrease of $0.1 million from the prior year. Capital contributions decreased by $0.1 million while net 
transfers out increased by $0.3 million. 

Water Utility 

Water fund revenues were $21.4 million in fiscal 2014, up $1.6 million from prior year. The increase in 
revenues was primarily due to increased water rates and usage. Expenses were $17.4 million in fiscal 
2014, up $0.2 million from prior year, primarily due to increased purchased water expense. Net position 
of the Water Utility Fund increased $3.0 million in the current year to a total of $69.9 million. The 
increase comprised of $4.0 million in operating income for the current year, $0.3 million in non-operating 
revenues, $0.7 million capital contributions from developers, offset by net transfers out of $1.8 million 
and $0.3 million restatement of the prior year beginning balance (see note IOE). The transfer out of $1.8 
million was for reimbursements of administration costs incurred by the General Fund. 

This Fund's Net Position includes $46.8 million invested in capital assets, $14.3 million in restricted net 
position, and $8.9 million in unrestricted net position. 

Sewer Utility 

Sewer fund revenues were $12.8 million in fiscal 2014, up $0.2 million from the prior year due to 
increased usage. Expenses were $10.7 million in fiscal 2014, up $1.6 million from the prior year due to 
increased contribution requirements for the City's share of the operating expenses at the Waste Water 
Treatment Plant and an increase in personnel expense. Non-operating revenues in fiscal year 2014 
consisted of $0.5 million interest income, and $0.3 million interest expense. Net position of the Sewer 
Utility Fund increased $1.4 million in the current year to a total of $96.0 million. This increase 
comprised of $2.0 million in operating income, $0.2 million in non-operating income, $0.8 million in 
capital contributions by developers, and $2.0 million restatement of the prior year beginning balance (see 
note 1 OE), and net transfers out of $1.6 million for reimbursements of administration costs incurred by the 
General Fund. 

$12.0 million of the Fund's Net Position was unrestricted at the fiscal year end. Of the remainder, $61.0 
million was invested in capital assets and $23 .0 million was restricted as to use. 
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The City records the cost of all its infrastructure assets such as roads, bridges, signals and similar assets 
used by the general population and computed the amount of accumulated depreciation for these assets 
based on their original acquisition dates. At the end of fiscal 2014, the cost of infrastructure and other 
capital assets recorded on the City's financial statements was as shown in Table 8 below: 

Table 8 
Capital Assets at Y ea:r-end 

(in Millions) 

Governmental Activities: 
Land 
Construction in progress 
Buildings and improvements 
Other improvements 
Machinery and equipment 
Landscape system 
Storm system 
Street system 
Traffic system 

Less accumulated depreciation 

Totals 

Business-type Activities: 
Land 
Construction in progress 
Distribution facilities 
Service lines 
Sewer lines 
Capacity rights 

Less accumulated depreciation 

Totals 

2014 

$ 57.6 
16.4 

162.7 
26.5 
38.4 
29.6 
74.3 

241.7 
19.0 

(368.2) 

$298.0 

$ 1.1 
6.2 

79.6 
13.0 
77.4 
46.4 

(108.9) 

$114.8 

2013 

$ 58.6 
10.9 
96.3 
26.2 
35.8 
29.6 
74.3 

229.5 
18.9 

(3 52.9) 

$227.2 

$ 1.1 
17.7 
67.3 
12.9 
77.4 
41.9 

(104.5) 

$113.8 

The principal additions in fiscal 2014 were to the buildings and improvements, machinery and equipment, 
street system and construction-in-progress. Construction in progress included the Milpitas Boulevard 
Eastern Extension, street resurfacing, Milpitas Sport Center Facility Improvements and Pinewood Park 
Picnic Renovation. As a result of the lawsuit settlement between the State of California, the County of 
Santa Clara and the City entities, the Successor Agency was required to convey land and construction in 
progress in the amount of $98. l million to the City and the City was required to convey land in the 
amount of $7.2 million to the Successor Agency. The detail of these transactions can be found in Note 8. 

The City depreciates all its capital assets over their estimated useful lives. The purpose of depreciation is 
to spread the cost of a capital asset over the years of its useful life so that an allocable portion of the cost 
of the asset is borne by all users. Additional information on depreciable lives may be found in Note 8. 
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DEBT ADMINISTRATION 

A portion of the City's debt was issued to finance Sewer infrastructure improvements. This debt issue is 
secured by the sewer revenue. In fiscal 2012, the EDC purchased a property and entered into a promissory 
note with the seller. In fiscal 2014, the EDC conveyed the same property to the City and the City 
assumed the balance of the debt. The promissory note requires annual installment payments until fiscal 
2016. In fiscal 2013, the City entered into a capital lease for the purchase of a phone system and 
equipment. The lease requires annual payments until fiscal 2017. Each of the City's debt is discussed in 
detail in Note 9 to the financial statements. At June 30, 2014 the City's debt comprised: 

Governmental 

Table 9 
Outstanding Debt 

(in Millions) 

Purchase with Mission West v,,.,...,.,,..,.,a.¥1t·u""' 

due February 15, 2016 
Cisco Phone Capital Lease 

T"\ ___ ci ___ ,,_ ____ L ___ 1 O '"11'\1 f 

LJUt: utplt:lIIUt:r 1 o, L-V 10 

Total Governmental Activity Debt 

Sewer Certificates of Participation, 2006 Series A 
3.4% -4.2%, due November 1, 2026 

Total Business-type Activity Debt 

LOCAL Il\1PROVEMENT DISTRICT DEBT 

Balance 
June 30, 2014 

$ 6.0 

n. ") 
V • .J 

$ 6.3 

$ 6.9 

$ 6.9 

Balance 
June 2013 

$ 9.8 

I'\ A 
V.'+ 

10.2 

$ 7.3 

7.3 

Local improvement districts in different parts of the City have issued debt to finance infrastructure and 
facilities construction entirely in those districts. At June 3 0, 2014, a total of $9 .0 million in local 
improvement district debt was outstanding, issued by two local improvement districts. This debt is 
secured only by special assessments on the real properties in the district issuing the debt, and is not the 
City's responsibility. The City does act as these Districts' agent in the collection and remittance of 
assessments, and in the management of facilities construction. Further detail on these districts may be 
found in Note 16 to the financial statements. 

ECONOMIC OUTLOOK AND MAJOR INITIATIVES 

The economy of the City and its major initiatives for the coming year are discussed in detail in the 
accompanying Transmittal Letter. 

CONTACTING THE CITY'S FINANCIAL MANAGEMENT 

This Comprehensive Annual Financial Report is intended to provide citizens, taxpayers, investors, and 
creditors with a general overview of the City's finances. Questions about this Report should be directed 
to the Finance Department, at 455 East Calaveras Boulevard, Milpitas, CA 95035-5479 or to the City's 
website at www.ci.milpitas.ca.gov. 
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BASIC FINANCIAL STATEMENTS 



STATEMENT OF NET POSITION AND 
STATEMENT OF ACTIVITIES 

The Statement of Net Position reports the difference between the City's total assets and deferred outflows of 
resources and the City's total liabilities and deferred inflows of resources, including all the City's capital assets 
and all its long-term debt. The Statement of Net Position focuses the reader on the composition of the City's net 
position by subtracting total liabilities and deferred inflows of resources from total assets and deferred outflows 
of resources. 

The Statement of Net Position summarizes the financial position of the City's Governmental Activities in a single 
column, and the financial position of all the City's Business-type Activities in a single column; these columns are 
followed by a Total column that presents the financial position of the primary government. This column is 
followed by a column that displays the discretely presented component unit. 

The City's Governmental Activities include the activities of its General Fund, along with all its Special Revenue, 
Capital Projects and Debt Service Funds. Since the City's Internal Service Funds service these Funds, their 
activities are consolidated with Governmental Activities, after eliminating inter-fund transactions and balances. 
The City's Business-type Activities include all its Enterprise Fund activities. 

The Statement of Activities rep011s increases and decreases in the City's net position. It is prepared on the full 
accrual basis, which means it includes all the City's revenues and all its expenses, regardless of when cash 
changes hands. This differs from the "modified accrual" basis used in the Fund financial statements, which 
reflect only current assets, current liabilities, deferred inflows/outflows of resources, available revenues and 
measurable expenditures. 

The Statement of Activities presents the City's expenses first, listed by the program, and follows these with the 
expenses of its Business-type Activities. Program revenues - that is, revenues which are generated directly by 
these programs - are then deducted from program expenses to arrive at the net expense of each governmental and 
business-type program. The City's general revenues are then listed in the Governmental Activities, Business­
type Activities or discretely presented component unit column, as appropriate, and the Change in Net Position is 
computed and reconciled with the Statement of Net Position. 

Both of these Statements include the financial activities of the City and the blended component units: the 
Milpitas Public Financing Authority (Financing Authority), the Milpitas Economic Development Corporation 
(EDC) and the City of Milpitas Housing Authority (Housing Authority). The Financing Authority and Housing 
Authority are legally separate component units of the City, because they are controlled by the City and the City is 
financially accountable for their activities. The EDC is a California nonprofit public benefit Corporation that is 
also a legally separate component unit of the City because it is governed by a board consisting of the members of 
the City Council. The balances and the activities of the discretely presented component unit of Terrace Gardens, 
Inc. are included in these statements as separate columns. 

These financial statements along with the fund financial statements and footnotes are called Basic Financial 
Statements. 



CITY OF MILPITAS 
STATEtvlENT OF NET POSITION 

JUNE 30, 2014 

Component 
Primary Government Unit 

Governmental Busiru:ss-Type Terrace 
Activities Activities Total Gardens lnc. 

ASSETS 
Cash and investments avnilablc tor operalions (Note 3) $102, 163,673 $52,683,704 s 154,847,377 $10,000 
Restricted investments (Note 3) 4,054,144 4,054,144 l,244,773 
Receivables: 

Accounts 2,156,165 1,754,2 10 3,910,?75 242 
Due from other governments 2,689,776 66,386 2,756,162 
Interest 214,496 97,054 311,550 

Internal balances (Note 4) (S,445,000) 5,445,000 
Loans receivable (Note 5) 33,142,187 33,142,187 
Prepaids, malerinls, supplies and deposits (Note IE) 835,158 388,143 L,223,30 I 28,227 
Property held for resal~ (Note 6) 32,882,370 32,882,170 
Capitol assets and capacity rights (Note 8): 

Lnad and construction in progress 73,992,954 7,375,948 81,368,902 1,611,935 
Depreciable copitul asset~. net 223,985,457 107,350,31 t 33 1,335,768 7,654,528 

Total assets -170,671,380 175, 160, 756 645,832,136 10,549.705 

LIABILITIES 
Accounts payable 7,354,5 14 1,413,308 :!,767,~22 221,//4 
Accrued payroll 2,9 18,418 137,059 3,055,477 2-1,210 
fnlerest payable 6,976 44,088 51,064 
Uninsured claims payoble (Note 13): 

Due within one year 921,169 921 , 169 
Due in more than one year 5,446,046 5,446,046 

Refundable deposits 3,159,407 189,892 J,349,299 77,039 
Unearned revenue 2,820,790 2,820,790 4,021 
Accrued vocation (Nole 12): 

Due wil.hln one year 552, 175 134,000 686,175 
Due in more thnn one year 3,736,435 11 9,806 3,856,241 

Sick leave payable (Note 12): 
Due within one year 30 L,612 70,572 372,184 
Due in more than one yenr J,403, 125 190,806 J,593,93 I 

1.ong tcnn debt (Note 9): 
Due within one yenr 3,088,442 420,000 3,508,442 
Due in more thon one year 3,1851508 6,490~000 9,675,SOS 

Total liabilities 36,894,617 9,209,531 46,104,148 327,044 

NET POSITION (Nole IOE) 
Net investmtmt in capital assets and capacity ri$hts 291.704,46 1 107,816,259 39915201720 9,266,463 
Restricted for: 

Capital projects 32,33 1,631 37,254,500 69,586,131 
Redevelopment nnd community development Activities 58,426,148 58,426,148 

Total restricted net position 90,757,779 37,254,500 128,012,279 

Unrestricred 51,3141523 20,880,466 72, 194,989 956,198 

Total net position $433,776,763 $165,95 1,225 $599,727,988 S I 0,221,661 

See nccompanying notes 10 financial statemeols 
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CITY OF MILPITAS 
STATEMENT OF ACTIVITIES 

FOR THE YEAR ENDED JUNE 30, 2014 

Functions/Programs 
Primary Government: 

Governmental Activities: 
General Government 
Building 
Recreation 
Public Works 
Planning and Neighborhood Services 
Police 
Fire 
Interest on long term debt 

Total Governmental Activities 

Business-type Activities: 
Water Utility 
Sewer Utility 

Total Business-type Activities 

Total Primary Government 

Component Unit: 
Terrace Gardens Inc. 

General revenues: 
Taxes: 

Property taxes 
Sales and use taxes 
Hotel/Motel taxes 
Other taxes 

Franchise fees, unrestricted 
Motor vehicle in lieu, unrestricted 
Investment earnings 
Miscellaneous 

Special items (Notes SA and 14): 

Expenses 

$21,074,214 
2,683,858 
3,012,100 

18,663,961 
2,118,867 

23,373,427 
15,158,837 

239,903 

86,325,167 

17,368,751 
11,008,326 

28,377,077 

$114,702,244 

$1,796,414 

Assets transferred to/from Successor Agency and County 
Transfers (Note 4) 

Total general revenues, special items and transfers 

Change in Net Position 

Net position-Beginning, as restated (Note 1 OE) 

Net position-Ending 

Program Revenues 
Operating 

Charges for Grants and 
Services Contributions 

$1,819,032 $1,241,064 
6,444,782 
1,958,447 85,013 
2,471,775 3,328,707 

431,773 384,930 
1,091,423 1,096,975 
2,120,144 58,102 

16,337,376 6,194,791 

21,354,428 57,278 
12,753,215 

34,107,643 57,278 

$50,445,019 $6,252,069 

$1,629,957 $161,146 

See accompanying notes to financial statements 
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Capital 
Grants and 

Contributions 

$95,564 

2,029,610 
13,357,992 

15,483,166 

652,711 
749,111 

1,401,822 

$16,884,988 

Net (Expense) Revenue and 
Changes in Net Position 

Primary Government 
Governmental 

Activities 

($17,918,554) 
3,760,924 
1,060,970 

494,513 
(1,302,164) 

(21,185,029) 
(12,980,591) 

(239,903) 

(48,309,834) 

(48,309,834) 

27,607,559 
19,013,910 
9,336,309 

671,744 
3,453,139 

30,356 
844,134 
200,028 

49,798,895 
3,401,830 

114,357,904 

66,048,070 

367,728,693 

$433,776,763 

Business-type 
Activities 

$4,695,666 
2,494,000 

7,189,666 

7,189,666 

689,823 

(3,401,830) 

(2, 712,007) 

4,477,659 

161,473,566 

$165,951,225 



Net (Expense) 
Revenue and 

Changes in Net Position 
Component Unit 

Terrace 
Total Ourdcns Inc. 

($17,918,554) 
3,760,924 
1,060,970 

494,513 
(1,302,164) 

(2I, 185,029) 
( 12,980,591) 

(239.903) 

(48,309,834) 

4,695,666 
2,494,000 

7,189,666 

(-11 , 120,168) 

27,607,559 
19.0 13,9 10 
9,336,309 

67 1,744 
3,453,139 

30,356 
1,533,957 

200,028 

49,793,895 

l 11 ,645,897 

70,525,729 

529,202,259 

$599,727,988 

($5,3 11) 

2.3 16 

2,316 

(2,995) 

10 225,656 

$10,222,661 
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FUND FINANCIAL STATEMENTS 

The Fund Financial Statements present individual major funds, while non-major funds are combined in a single 
column. Major funds are defined generally as having significant activities or balances in the current year. No 
distinction is made between Fund types. 

MAJOR GOVERNMENTAL FUNDS · 

The funds described below were determined to be Major Funds by the City. Individual non-major funds may be 
found in the Supplemental section. 

GENERAL FUND 

The General Fund is used for all the general revenues of the City not specifically levied or collected for other City 
funds and the related expenditures. The general fund accounts for all financial resources of a governmental unit, 
which are not accounted for in another fund. 

ECONOMIC DEVELOPMENT CORPORATION FUND 

Established to account for the activities of the Milpitas Economic Development Corporation formed for the purpose 
of providing physical, economic and educational development, redevelopment and revitalization efforts within the 
City. Since the Corporation's only funding source was from the former Redevelopment Agency, the proceeds and 
revenues from any of the Corporation's activities are restricted to redevelopment activities. 

HOUSING AUTHORITY FUND 

Established to plan and address the housing needs of the City and to act as the Housing Successor Agency for the 
former Redevelopment Agency. The main source of the revenue for this fund is the repayment of loans restricted 
for housing activities. 

STREET IMPROVEMENT FUND 

Established to account for the construction and maintenance of the street system in Milpitas. Financing may be 
provided through state and federal grants. 

TRANSIT AREA IMPACT FEE FUND 

Established to account for capital projects in the transit area. A special transit area impact fee is imposed on 
developments to provide financing. 





ASSETS 

Cash and investments available for operations (Note 3) 
Restricted investments (Note 3) 
Receivables: 

Accounts 
Due from other governments 
Interest 

Loans receivable, net (Note 5) 
Prepaids, materials, supplies and deposits (Note lE) 
Property held for resale (Note 6) 
Advances to other funds (Note 4) 

Total Assets 

LIABILITIES 

Accounts payable 
Accrued payroll 
Refundable deposits 
Unearned revenue 
Advances from other funds (Note 4) 

Total Liabilities 

DEFERRED INFLOWS OF RESOURCES 

Unavailable revenue - loans receivable 

Total Deferred Inflows of Resources 

FUND BALANCES 

Fund balances (Note 10): 
Nonspendable 
Restricted 
Committed 
Assigned 
Unassigned 

TOT AL FUND BALANCES 

CITY OF IVilLPIT AS 
GOVERN1vfENTALFUNDS 

BALANCE SHEET 
JUNE 30, 2014 

General 

$31,417,209 

2,064,982 
2,405,602 

90,695 

679,480 
17,600,000 
5,000,000 

$59,257,968 

$1,682,584 
2,848,275 
3,126,340 
2,709,560 

10,366,759 

23,279,480 

5,432,703 
6,658,474 

13,520,552 

48,891,209 

Total Liabilities, Deferred Inflows of Resources and Fund Balances $59,257,968 

Amounts reported for Governmental Activities in the Statement of Net Position 
are different from those reported in the Governmental Funds above because of the following: 

CAPITAL ASSETS 

Economic 
Development 
Corporation 

$43,867 
4,054,144 

1,158 

$4,099,169 

$5,931 

5,931 

4,093,23 8 

4,093,238 

$4,099,169 

Housing 
Authority 

$5,759,836 

2,539 

11,396 
29,863,182 

3,257 
15,282,370 

$50,922,580 

$14,579 
1,385 

13' 100 
1,600 

30,664 

29,863,182 

29,863,182 

3,257 
21,025,477 

21,028,734 

$50,922,580 

Capital assets used in Governmental Activities are not current assets or financial resources and therefore are not reported in the Governmental Funds. 

ALLOCATION OF INTERNAL SERVICE FUND NET POSITION 
Internal service funds are not governmental funds. However, they are used by management to charge the costs of certain activities, such as insurance and 

central services and maintenance, to individual governmental funds. The net current assets of the Internal Service Funds are therefore included 
in Governmental Activities in the Statement of Net Position. 

ACCRUAL OF NON-CURRENT REVENUES AND EXPENSES 
Revenues which are unavailable on the Fund Balance Sheets because they are not available currently are taken 

into revenue in the Statement of Activities. 

LONG TERM ASSETS AND LIABILITIES 
The assets and liabilities below are not due and payable in the current period and therefore are not reported in the Funds: 

Long-term debt 
Non-current portion of accrued vacation and sick leave 
Non-current portion of uninsured claims payable 

NET POSITION OF GOVERNlvffiNT AL ACTIVITIES 

See accompanying notes to financial statements 
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Street 
Improvement 

$7,732,319 

16 
14,146 

$7,746,481 

$244,906 
9,058 

253,964 

7,492,517 

7,492,517 

$7,746,481 



Other 
Transit Area Governmental 
Impact Fee Funds 

$8,141,103 $39,349,251 

88,644 
284,158 

5,795 73,241 
3,279,005 

28,393 

$8,146,898 $43,102,692 

$4,310,735 $1,045,552 
41,601 

806 19,161 
109,630 

10,445,000 

14,756,541 1,215,944 

28,393 
30,049,948 

11,808,407 
(6,609,643) 

(6,609,643) 41,886,748 

$8,146,898 $43,102,692 

Total 
Governmental 

Funds 

$92,443,585 
4,054,144 

2,156,165 
2,689,776 

196,431 
33,142,187 

711,130 
32,882,370 

5,000,000 

$173,275,788 

$7,304,287 
2,900,319 
3,159,407 
2,820,790 

10,445,000 

26,629,803 

29,863,182 

29,863,182 

23,311,130 
62,661,180 

5,432,703 
18,466,881 
6,910,909 

116,782,803 

297,978,411 

9,702,739 

29,863,182 

(6,273,950) 
(7 ,909 ,207) 
(6,367,215) 

$433,776,763 
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REVENUES 
Property taxes 
Sales taxes 
Other taxes 
Licenses and fines 
Use of money and property 
Intergovernmental 
Charges for services 
Developer contributions 
Other 

Total Revenues 

EXPENDITURES 

Current: 
General Goverr1ment 

Building and Safety 
Human Resources and Recreation 

Public Works 
Planning and Neighborhood Services 
Police 
Fire 

Capital outlay 
Debt service: 

Principal 
Interest and fees 

Total Expenditures 

EXCESS (DEFICIENCY) OF REVENUES 
OVER EXPENDITURES 

OTHER FINANCING SOURCES (USES) 
Proceeds from sale of property 
Transfers in (Note 4) 
Transfers (out) (Note 4) 

Total Other Financing Sources (Uses) 

CITY OF MILPITAS 
GOVERNIYIBNTALFUNDS 

STATENIENT OF REVENUES, EXPENDITURES 
AND CHANGES IN FUND BALANCES 
FOR THE YEAR ENDED JUNE 30, 2014 

Economic 
Development 

General Corporation 

$27,607,559 
19,766,138 
13,795,333 
8,193,230 

552,450 $1,523,779 
1,277,702 
5,410,092 

202,491 16,326 

76,804,995 1,540,105 

1') ')')1 ')'\0 .... ,,..,,,,,..,,.._, ... ,,,,__,__, 365,813 

2,658,077 

3,123,464 

6,462,770 

1,753,472 
22,069,962 
14,587,134 

18,862 

3,828,464 

62,876,138 4,213,139 

13,928,857 (2,673,034) 

5,727 
3,660,963 828,464 
(600,000) 

3,066,690 828,464 

Net change in fund balance before special items 16,995,547 (1,844,570) 

Special Items (Notes 8Aand 14) (883,512) (20,864,662) 

NET CHANGE IN FUND BALANCES 16,112,035 (22,709,232) 

Fund balances (deficits) at beginning of year, 
as restated (Note lOE) 32,779,174 26,802,470 

FUND BALANCES (DEFICITS) AT END OF YEAR $48,891,209 $4,093,238 

See accompanying notes to financial statements 
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Housing Street 
Authority Improvement 

$391,831 $85,959 
871,036 

262,096 
882,181 

1,274,012 1,219,091 

396,061 4,906 

603,940 

81,747 

889,548 

477,808 1,498,394 

796,204 (279,303) 

600,000 
(300,000) 

300,000 

796,204 20,697 

(4,331,849) 

(3,535,645) 20,697 

24,564,379 7,471,820 

$21,028,734 $7,492,517 



Other Total 
Transit Area Governmental Governmental 
Impact Fee Funds Funds 

$27,607,559 
19,766,138 

$1,196,401 14,991,734 
8,193,230 

$55,098 355,267 2,964,384 
3,067,275 5,216,013 

324,702 5,734,794 
11,263,420 2,449,179 13,974,695 

26,314 16,900 1,144,212 

11,344,832 7,409,724 99,592,759 

215,701 13,203,740 
2,658,077 
3,123,464 

23,167 1,445,359 8,535,236 
367,081 2,202,300 

94,579 22,164,541 
14,587,134 

4,353,664 4,773,052 10,035,126 

3,828,464 
223,242 223,242 

4,600,073 6,895,772 80,561,324 

6,744,759 513,952 19,031,435 

5,727 
2,410,000 7,499,427 

(828,464) (2,369,133) (4,097,597) 

(828,464) 40,867 3,407,557 

5,916,295 554,819 22,438,992 

428,713 (1,609,208) {27,260,518) 

6,345,008 (1,054,3 89) (4,821,526) 

(12,954,651) 42,941,137 121,604,329 

($6,609,643) $41,886,748 $116, 782,803 
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CITY OF MILPITAS ·. 
Reconciliation ofthe 

NET CHANGE IN FUND BALANCES - TOTAL GOVERNMENT AL FUNDS 
with the 

STATE11ENT OF ACTIVITIES 
FOR THE YEAR ENDED JUNE 30, 2014 

The schedule below reconciles the Net Changes in Fund Balances reported on the Governmental Funds Statement of 
Revenues, Expenditures and Changes in Fund Balance, which measures only changes in current assets and current 
liabilities on the modified accrual basis, with the Change in Net Position of Governmental Activities reported in the 
Statement of Activities, which is prepared on the :full accrual basis. 

NET CHANGE IN FUND BALANCES - TOTAL GOVERNMENTAL FUNDS 

Amounts reported for governmental activities in the Statement of Activities 
are different because of the following: 

CAPITAL ASSETS TRANSACTIONS 

Governmental Funds report capital outlays as expenditures. However, 
in the Statement of Activities the cost of those assets is capitalized and allocated over 
their estimated useful lives and reported as depreciation expense. 

The capital outlay expenditures are therefore added back to fund balance 
(Internal service fund additions of $470,308 have already been added to capital assets) 

Depreciation expense is deducted from the fund balance 
(Depreciation expense is net of internal service fund depreciation of 
$799,685 which has already been allocated to serviced funds.) 

Capital asset retirements are deducted from fund balance 
Capital assets transferred to property held for resale are added to fund balance 
Capital assets transferred to the Successor Agency 
Capital assets transferred from the Successor Agency 

LONG TERM DEBT PAYlvIENTS 

Repayment of principal is an expenditure in the governmental funds, but 
in the Statement of Net Position the repayment reduces long-term liabilities. 

Repayment of principal is added back to fund balance 

ACCRUAL OF NON-CURRENT ITEMS 

The amounts below included in the Statement of Activities do not provide or (require) the use of 
current .financial resources and therefore are not reported as revenue or expenditures in 
governmental funds (net change): 

Non-current portion of accrued vacation and sick leave 
Non-current portion of uninsured claims payable 
Unavailable revenue 
Loans write-off due to Successor Agency settlement agreement 

ALLOCATION OF INTERNAL SERVICE FUND ACTIVITY 

Internal Service Funds are used by management to charge the costs of certain activities, 
such as equipment acquisition, maintenance, and insurance to individual funds. 
The portion of the net revenue (expense) of these Internal Service FundS arising out 
of their transactions with governmental funds is reported with governmental activities, 

because they service those activities. 
Change in Net Position -All Internal Service Funds 

CHANGE IN NET POSITION OF GOVERNMENTAL ACTMTIES 

See accompanying notes to :financial statements 
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($4,821;526) 

9,017,854 

(14,764,830) 
(623,649) 

(13,400,000) 
(7,241,129) 
98,129,255 

3,828,464 

(158,439) 
(2,947,157) 

(918,269) 
(428,713) 

376,209 

$66,048,070 



CITY OF MILPITAS 
GENERAL FUND 

STATElYIBNT OF REVENUES, EXPENDITURES 
AND CHANGES IN FUND BALANCE 

BUDGET AND ACTUAL (NON GAAP LEGAL BASIS) 
FOR THE YEAR ENDED JUNE 30, 2014 

Budgeted Amounts 
Actual Amounts 

Revenues 
Property taxes 

Sales taxes 
Other taxes 
Licenses and fines 
Use of money and property 
Intergovernmental 
Charges for services 
Other 

Total Revenues 

Expenditures 
Current: 

General Government: 
City ~v1anager 
City Attorney 
Finance 
Information Services 
Non-departmental 

Building and Safety 
Human Resources and Recreation 

Public Works 
Planning and Neighborhood Services 

Police 
Fire 

Total Expenditures 

EXCESS (DEFICIENCY) OF REVENUES 
OVER EXPENDITURES 

OTHER FINANCING SOURCES (USES) 

Transfers in 
Transfers (out) 

Total Other Financing Sources (Uses) 

Net change in fund balance before special items 

Special Items 

Net change in fund balance 

Adjustment to budgetary basis: 
Encumbrance expenditures 

Fund balance at beginning of year 

Fund balance at end of year 

Original Final Budgetary Basis 

$19,195,500 $19,203,000 $27,607,559 

20,899,054 20,913,000 19,766,138 
11,738,000 11,738,000 13,795,333 

5,739,000 5,739,000 8,193,230 

307,000 307,000 552,450 

857,000 989,163 1,277,702 

5,357,000 5,377,000 5,410,092 

82,000 95,686 208,218 

64,174,554 64,361,849 76,810,722 

1,245,364 1,301,964 1,290,621 

865,064 1,509,064 1,508,243 

2,080,985 2,080,985 1,938,500 

2,181,148 2,181,148 2,121,087 

6,762,375 6,365,027 4,841,676 
2,823,257 2,823,257 2,658,077 
4,357,498 4,367,848 4,007,760 
6,762,442 6,762,442 6,491,904 
1,782,362 1,812,362 1,753,472 

22,616,204 22,637,731 22,084,891 

14,347,189 14,603,825 14,595,749 

65,823,888 66,445,653 63,291,980 

(1,649,334) (2,083,804) 13,518,742 

5,147,939 5,147,939 3,660,963 
(600,000) (600,000) (600,000) 

4,547,939 4,547,939 3,060,963 

2,898,605 2,464,135 16,579,705 

(883,512) 

$2,898,605 $2,464,135 15,696,193 

415,842 

32,779,174 

$48,891,209 

See accompanying notes to financial statements 
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Variance with 

Budget 
Positive 

(Negative) 

$8,404,559 
(1,146,862) 
2,057,333 
2,454,230 

245,450 
288,539 

33,092 
112,532 

12,448,873 

11,343 

821 
142,485 
60,061 

1,523,351 

165,180 
360,088 
270,538 

58,890 
552,840 

8,076 

3,153,673 

15,602,546 

(1,486,976) 

(1,486,976) 

14,115,570 

(883,512) 

$13,232,058 



Revenues 
Use of money and property 
Developer contributions 
Other 

Total Revenues 

Expenditures 
Current: 

General Government: 
Finance 
Non-departmental 

CITY OF MILPITAS 
HOUSING AUTHORITY 

STATEMENT OF REVENUES, EXPENDITURES 
AND CHANGES IN FUND BALANCE 

BUDGET AND ACTUAL (NON GAAP LEGAL BASIS) 
FOR THE YEAR ENDED JUNE 30, 2014 

Budgeted Amounts 

Original Final 
Actual Amounts 
Budgetary Basis 

$6,000 $6,000 $391,831 

882,181 

6,000 6,000 1,274,012 

64,694 35,432 
703,000 360,629 

Planning and Neighborhood Services 

64,694 
703,000 
111,296 111,296 81,747 

Total Expenditures 878,990 878,990 477,808 

Net change in fund balance before special items (872,990) (872,990) 796,204 

Special Items ( 4,331,849) (4,331,849) 

Net change in fund balance ($872,990) ($5,204,839) (3,535,645) 

Fund balance at beginning of year 24,564,379 

Fund balance at end of year $21,028,734 

See accompanying notes to financial statements 
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Variance with 
Budget 
Positive 

(Negative) 

$385,831 

882,181 

1,268,012 

29,262 
342,371 

29,549 

401,182 

1,669,194 

$1,669,194 



MAJOR PROPRIETARY FUNDS 

Proprietary funds account for City operations financed and operated in a manner similar to a private business 
enterprise. The intent of the City is that the cost of providing goods and services be financed primarily through user 
charges. 

The concept of major fimds extends to Proprietary Funds. The City has identified the funds below as major 
proprietary funds. 

Financial reporting standards do not provide for the disclosure of budget vs. actual comparisons regarding 
proprietary funds that are major funds. 

WATER UTILITY FUND 

Accounts for the provision of water services to residents and businesses of the City. All activities necessary to 
provide such services are accounted for in this fund, including, but not limited to, administration, operations, capital 
improvements, maintenance, billing and collection. 

SEWER UTILITY FUND 

Accounts for the provision of sewer services to residents and businesses of the City. All activities necessary to 
provide such services are accounted for in this fund, including, but not limited to, administration, operations, capital 
improvements, maintenance, financing, billing and collection. 

NON-MAJOR INTERNAL SERVICE FUND 

EQUIPMENT MANAGEMENT INTERNAL SERVICE FUND 

The Equipment Management Internal Service Fund is used to finance and account for the replacement of equipment 
used by City departments and the maintenance of computer systems on a cost reimbursement basis. 



CITY OF MILPITAS 
PROPRIETARY FUNDS 

STATEMENT OF NET POSITION 
JUNE 30, 2014 

Business-type Activities-Enterprise Funds 

ASSETS 
Current Assets 

Cash and investments 
available for operations (Note 3) 

Receivables: 
Accounts 
Due from other governments 
Interest 

Prepaids, materials, supplies and deposits (Note IE) 

Total current assets 

Noncurrent assets: 
Advance to other funds (Note 4) 
Capital assets and capacity rights (Note 8): 

Land and construction in progress 
Depreciable capital assets, net 

Total noncurrent assets 

Total assets 

LIABILITIES 
Current liabilities: 

Accounts payable 
Accrued payroll 
Interest payable 
Refundable deposits 
Accrued vacation (Note 12) 
Sick leave payable (Note 12) 
Capital lease (Note 9) 
Certificates of Participation (Note 9) 

Total current liabilities 

Non-current liabilities: 
Accrued vacation (Note 12) 
Sick leave payable (Note 12) 
Capital lease (Note 9) 
Certificates of Participation (Note 9) 

Total non-current liabilities 

Total liabilities 

NET POSITION (Note 10) 
Net investment in capital assets and capacity rights 
Restricted for capital projects 
Unrestricted 

Total net position 

Water Utility 

$23,556,473 

1,000,754 
41,684 
43,253 

344,759 

24,986,923 

4,946,374 
41,838,930 

46,785,304 

71,772,227 

1,297,475 
80, 112 

189,892 
67,000 
35,286 

1,669,765 

59,903 
95,403 

155,306 

1,825,071 

46,785,304 
14,273,975 
8,887,877 

$69,947, 156 

Sewer 
Utility 

$29,127,231 

753,456 
24,702 
53,801 
43,384 

30,002,574 

5,445,000 

2,429,574 
65,511,381 

73,385,955 

103,388,529 

115,833 
56,947 
44,088 

67,000 
35,286 

420,000 

739,154 

59,903 
95,403 

6,490,000 

6,645,306 

7,384,460 

61,030,955 
22,980,525 
11,992,589 

$96,004,069 

See accompanying notes to financial statements 
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Totals 

$52,683,704 

1,754,210 
66,386 
97,054 

388, 143 

54,989,497 

5,445,000 

7,375,948 
107,350,311 

120,171,259 

175,160,756 

1,413,308 
137,059 
44,088 

189,892 
134,000 
70,572 

420,000 

2,408,919 

119,806 
190,806 

6,490,000 

6,800,612 

9,209,531 

107,816,259 
37,254,500 
20,880,466 

$165,951,225 

Governmental 

Activities­
Equipment 

Management 
Internal Service 

Fund 

$9,720,088 

18,065 
124,028 

9,862, 181 

3,295,641 

3,295,641 

13,157,822 

50,227 
18,099 
6,976 

20,857 
7,139 

88,442 

191,740 

36,844 
19,300 

185,508 

241,652 

433,392 

3,021,691 

9,702,739 

$12,724,430 



CITY OF MILPITAS 
PROPRIETARY FUNDS 

STATEMENT OF REVENUE, EXPENSES 
AND CHANGES IN FUND NET POSITION 

FOR THE YEAR ENDED JUNE 30, 2014 

Business-type Activities-Ente!]2rise Funds 

Sewer 
Water Utility Utility Totals 

OPERATING REVENUES 
Charges for services $21, 191,564 $12,687,777 $33,879,341 
Other operating revenue 162,864 65,438 228,302 

Total Operating Revenues 21,354,428 12,753,215 34,107,643 

OPERATING EXPENSES 
Purchased water 11,946,523 11,946,523 
Sewer treatment services 5,212, 154 5,212,154 
Personnel services 2,194,969 1,799,701 3,994,670 
Services and supplies 1,361,967 719,541 2,081,508 
Depreciation 1,528,579 2,897,547 4,426,126 
Repairs and maintenance 336,713 102,824 439,537 

Total Operating Expenses 17,368, 751 10,731,767 28,100,518 

Operating Income (Loss) 3,985,677 2,021,448 6,007,125 

NONOPERATING REVENUES 
Interest income 207, 130 482,693 689,823 
Interest expense (276,559) (276,559) 
Subventions and grants 57,278 8,564 65,842 
Gain on sale of assets 

Total Nonoperating Revenues 264,408 214,698 479, 106 

Income (Loss) Before Contributions and Transfers 4,250,085 2,236,146 6,486,231 

Capital contributions 
Capital contributions - connection fees 652,711 740,547 1,393,258 
Transfers (out) (Note 4) (1,829, 179) (1,572,651) (3,401,830) 

Change in net position 3,073,617 1,404,042 4,477,659 

Net position-beginning, as restated (Note lOE) 66,873,539 94,600,027 161,473,566 

Net position-ending $69,947,156 $96,004,069 $165,951,225 

See accompanying notes to financial statements 
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Governmental 
Activities-
Equipment 

Management 
Internal Service 

Fund 

$2,512,159 

2,512,398 

645,843 
674.296 
799,685 
296,168 

2,415,992 

96,406 

88,819 
(16,661) 

37,300 

109,458 

205,864 

170,345 

376,209 

12,348,221 

$12,724,430 



CITY OF l\11ILPIT AS 
PROPRIETARY FUNDS 

STATE1\1ENT OF CASH FLOWS 
FOR THE YEAR ENDED 30,2014 

Business-type Activities-Enterprise Funds 

CASH FLOWS FROM OPERATING ACTMTIES 
Receipts from customers 
Payments to suppliers 
Payments to employees 

Net cash provided by operating activities 

CASH FLOWS FROM NONCAPIT AL 
FINANCING ACTMTIES 

Subventions and grants 
Advance to other funds 
Loans receivable 
Transfers (out) 

Cash Flows from Noncapital Financing Activities 

CASH FLO\Ji/S FR01vf CAPITi·l FINANCING ACTIVITIES 
Principal paid on long-term debt 
Interest paid 
Proceeds from sale of capital assets 
Acquisition of capital assets 
Capital contributions - connection fees 

Cash Flows from Capital and Related 
Financing Activities 

CASH FLOWS FROM INVESTING ACTMTIES 
Interest received 

Cash Flows from Investing Activities 

Net increase (decrease) in cash and cash equivalents 

Cash and investments at beginning of period 

Cash and investments at end of period 

Reconciliation of operating income to net cash provided by 
operating activities: 
Operating income (loss) 
Adjustments to reconcile operating income (loss) to net cash provided 

by operating activities: 
Depreciation 

Change in assets and liabilities: 
Receivables, net 
Materials, supplies and deposits 
Accrued payroll 
Accounts and other payables 

Net cash provided by operating activities 

NONCASH TRANSACTIONS: 

Contributions and transfers of capital assets, net 

Water Utility 

$21,821,594 
(13,865,564) 

(2,088,572) 

5,867,458 

57,278 

(1,829,179) 

(1,771,901) 

(579,642) 
652,711 

73,069 

192,117 

192,117 

4,360,743 

19,195,730 

$23,556,473 

$3,985,677 

1,528,579 

440,007 
28,072 
31,212 

(146,089) 

$5,867,458 

Sewer 
Utility 

$12,794,308 
(6,098,637) 
(l,701,681) 

4,993,990 

8,564 
(64,358) 

(1,572,651) 

(1,628,445) 

(405,000) 
(278,965) 

(4,768,314) 
740,547 

(4,711,732) 

473,401 

473,401 

(872,786) 

30,000,017 

$29,127,231 

$2,021,448 

2,897,547 

41,093 
(21,945) 
22,835 
33,012 

$4,993,990 

See accompanying notes to financial statements 
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Totals 

$34,615,902 
(19,964,201) 

(3,790,253) 

10,861,448 

65,842 
(64,358) 

(3,401,830) 

(3,400,346) 

(405,000) 
(278,965) 

(5,347,956) 
1,393,258 

( 4,63 8,663) 

665,518 

665,518 

3,487,957 

49,195,747 

$52,683, 704 

$6,007, 125 

4,426, 126 

481,100 
6,127 

54,047 
(113,077) 

$10,861,448 

Governmental 
Activities­
Equipment 

Management 
Internal Service 

Fund 

$2,512,398 
(965,386) 
(633,262) 

42,283 

42,283 

(85,686) 
(11,566) 
37,300 

(299,963) 

(359,915) 

84,549 

84,549 

680,667 

9,039,421 

$9,720,088 

$96,406 

799,685 

(20,673) 

38,332 

$913,750 

$170,345 





FIDUCIARY FUNDS 

FIDUCIARY FUNDS 

These funds are used to account for assets held by the City as an agent for individuals, private organizations, and 
other governments. The financial activities of these funds are excluded from the Government-wide financial 
statements, but are presented in separate Fiduciary Fund financial statements. 

SUCCESSOR AGENCY TO THE MILPITAS REDEVELOPMENT AGENCY PRN ATE-PURPOSE 
TRUST FUND 

The Successor Agency to the Milpitas Redevelopment Agency Private-Purpose Trust Fund accounts for the 
accumulation of resources to be used to make payments that are on the Recognized Obligation Payment Schedule 
and to dispose of assets and property of the former Redevelopment Agency for the benefit of the taxing agencies. 

AGENCY FUNDS 

Agency funds are used to account for assets held by the City as an agent for individuals, private organizations, and 
other governments. 



CITY OF MILPITAS 
FIDUCIARY FUNDS 

STATE:MENT OF FIDUCIARY NET POSITION 
JUNE 30, 2014 

ASSETS 

Cash and investments (Note 3) 
Interest receivable 
Property held for resale (Note 17B) 

Total Assets 

LIABILITIES 

Refundable deposits 
Due to Local Improvement Districts 
Interest payable 
Long-term obligations (Note 17E): 

Due in one year 
Due in more than one year 

Total Liabilities 

NET POSITION (DEFICIT) 

Held in trust for other governments 

Successor Agency 
to the Milpitas 

Redevelopment Agency 
Private-purpose 

Trust FWld 

$10,370,249 

18,028,814 

28,399,063 

2,471,536 

9,189,566 
168, 125,274 

179,955,380 

($151,556,317) 

See accompanying notes to financial statements 
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Agency 
FWldS 

$6,417,713 
7,449 

$6,425,162 

$1,780,402 
4,644,760 

$6,425,162 



CITY OF MILPITAS 
FIDUCIARY FUNDS 

STATEMENT OF CHANGES IN FIDUCIARY NET POSITION 
FOR THE YEAR ENDED JUNE 30, 2014 

Additions: 
Taxes 
Use of money and property 

Total additions 

Deductions: 
General and administrative 
Debt Service: 

Interest and fees 
Special Items (Note 17F): 

Assets transferred to/from the City of Milpitas 
and Santa Clara County 

Total deductions 

Net change in net position 

Net position (deficit) - beginning 

Net position (deficit) - ending 

Successor Agency 
to the Milpitas 

Redevelopment Agency 
Private-purpose 

Trust Fund 

$19,088,300 
2,562 

19,090,862 

615,953 

9,406, 115 

81,415,555 

91,437,623 

(72,346,761) 

(79,209,556) 

($151,556,317) 

See accompanying notes to financial statements 
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NOTES TO FINANCIAL STATEMENTS 



I NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

A. 

The City of Milpitas was incorporated as a general law city on January 26, 1954. The City operates under the 
Council-Manager form of government and provides the following services: public safety, police, fire and 
building inspection; parks and streets; water; sanitation; recreation services; planning and zoning; general 
administration services, redevelopment and economic development. 

The financial statements and accounting policies of the City conform with generally accepted accounting 
principles applicable to governments. The Governmental Accounting Standards Board (GASB) is the 
accepted standard-setting body for governmental accounting and financial reporting principles. Significant 
accounting policies are summarized below: 

The accompanying basic financial statements present the financial activity of the City, which is the primary 
government presented, along with the financial activities of its component units, which are entities for which 
the City is financially accountable. Although they are separate legal entities, blended component units are in 
substance part of the City''s operations and are reported as an integral part of the Ci°t';'s fL.11ancial statements. 
Each discretely presented component unit, on the other hand, is reported in a separate column in the basic 
fmancial statements to emphasize it is legally separate from the government. 

PRIMARY GOVERNMENT 

The financial statements of the primary government of the City of Milpitas include the activities of the City as 
well as the Milpitas Public Financing Authority, the Milpitas Economic Development Corporation and the 
City of Milpitas Housing Authority, all of which are controlled by and dependent on the City. While these are 
separate legal entities, their financial activities are integral to those of the City. Their financial activities have 
been aggregated and merged (termed "blended") with those of the primary government of the City in the 
accompanying financial statements. 

Blended Component Units 

The Milpitas Public Financing Authority is a separate government entity whose purpose is to assist with the 
financing or refinancing of certain public capital improvements within the City. The Authority has the power 
to purchase bonds issued by any local agency at public or negotiated sale and may sell such bonds to public or 
private purchasers at public or negotiated sale. The Authority is controlled by the City and has the same 
governing body as the City, which also performs all accounting and administrative functions for the Authority. 
The financial activities of the Authority are included in the Sewer Utility Enterprise Fund. 
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The Milpitas Economic Development Corporation, formed in February 2011, is a California nonprofit 
public benefit Corporation formed by the City and the former Milpitas Redevelopment Agency under the 
laws of the State of California. As discussed in Note 17, the Redevelopment Agency was dissolved 
effective January 31, 2012. The Corporation was organized for the purpose of encouraging and facilitating 
the City's economic development, affordable housing and other community programs. The Corporation is 
governed by a board of directors consisting of the members of the City Council. Under an operating 
agreement with the Redevelopment Agency, the Corporation received funding from the Agency and will 
use the funds for redevelopment purposes consistent with the California Community Redevelopment Law, 
Health and Safety Code Section 33 000 and to implement and carry out the Redevelopment Plans. The 
Corporation also entered into a Service Agreement with the City under which the City will perform the 
necessary services on an independent contractor basis to eliminate blight, provide affordable housing, 
improve the public realm, facilitate public and private developments, stimulate economic development, and 
create jobs. The Corporation is controlled by the City and has the same governing body as the City, which 
also performs all accounting and administrative functions for the Corporation. The financial activities of 
the Corporation are included in the Economic Development Corporation Special Revenue Fund. 

The City of Milpitas Housing Authority, formed in February 2011, is a separate government entity whose 
purpose is to assist with the housing for the City's low and moderate income residents. The Housing 
Authority is controlled by the City and has the same governing body as the City, which also performs all 
accounting and administrative functions for the Housing Authority. The Financial activities of the Housing 
Authority are included in the Housing Authority Special Revenue Fund. 

Financial statements for the Milpitas Economic Development Corporation may be obtained from the City 
of Milpitas located at 455 East Calaveras Blvd., Milpitas, CA 95035 or www.ci.milpitas.ca.gov/ 
government/finance. Separate financial statements are not issued for the Public Financing Authority or the 
City of Milpitas Housing Authority. 

Terrace Gardens, Inc. is a non-profit public benefit corporation organized in September 1986 for the 
purpose of developing and managing the operations of a residential complex known as Terrace Gardens, 
which is located in the City of Milpitas and is dedicated to the needs of elderly persons. The former 
Milpitas Redevelopment Agency funded the construction of Terrace Gardens. City Council can appoint a 
voting majority of the governing board and approves the annual budget. The City Council exercises 
control over the Board of Terrace Gardens. Therefore, the financial activities of Terrace Gardens, Inc. as 
of and for the year ended December 31, 2013 are discretely presented in the Terrace Gardens Inc. 
Component Unit column of the Statement ofNet Position and the Statement of Activities. 

Financial statements for Terrace Gardens, Inc. may be obtained from Terrace Gardens, Inc., 186 Beresford 
Court, Milpitas, CA 95035. 

B. Basis of Presentation 

The City's Basic Financial Statements are prepared in conformity with accounting principles generally 
accepted in the United States of America. The Government Accounting Standards Board is the 
acknowledged standard setting body for establishing accounting and financial reporting standards followed 
by governmental entities in the United States of America. 
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These Standards require that the financial statements described below be presented. 

Government-wide Statements: The Statement of Net Position and the Statement of Activities display 
information about the primary government, the City and its blended and discretely presented component 
units. These statements include the financial activities of the overall City government, except for fiduciary 
activities. Eliminations have been made to minimize the double counting of internal activities. These 
statements distinguish between the governmental and business-type activities of the City. Governmental 
activities generally are financed through taxes, intergovernmental revenues, and other nonexchange 
transactions. Business-type activities are financed in whole or in part by fees charged to external parties. 

The Statement of Activities presents a comparison between direct expenses and program revenues for each 
segment of the business-type activities of the City and for each function of the City's governmental 
activities. Direct expenses are those that are specifically associated with a program or function and, 
therefore, are clearly identifiable to a particular function. Program revenues include (a) charges paid by the 
recipients of goods or services offered by the programs, (b) grants and contributions that are restricted to 
meeting the operational needs of a particular program and ( c) fees, grants and contributions that are 
restricted to financing the acquisition or construction of capital assets. Revenues that are not classified as 
program revenues, including franchise fees that are based on gross receipts and all taxes, are presented as 
general revenues. 

Fund Financial Statements: The fund financial statements provide information about the City's funds, 
including fiduciary funds and blended component units. Separate statements for each fund category­
governmental, proprietary, and fiduciary-are presented. The emphasis of fund financial statements is on 
major individual governmental and enterprise funds, each of which is displayed in a separate column. All 
remaining governmental and enterprise funds are aggregated and reported as nonmajor funds. 

Proprietary fund operating revenues and expenses, such as charges for services and the related costs, result 
from exchange transactions associated with the principal activity of the fund. Exchange transactions are 
those in which each party receives and gives up essentially equal values. Nonoperating revenues and 
expenses, such as subsidies, investment earnings and any related costs, result from nonexchange 
transactions or ancillary activities. 

C Major Funds 

Major funds are defined as funds that have either assets and deferred outflows ofresources, liabilities and 
deferred inflows of resources, revenues or expenditures/expenses equal to ten percent of their fund-type 
total and five percent of the grand total. The General Fund is always a major fund. The City may also 
select other funds it believes should be presented as major funds. 

The City reported the following major governmental funds in the accompanying financial statements: 

General Fund - The General Fund is the general operating fund of the City. It is used to account for all 
financial resources except those required to be accounted for in another fund. The major revenue sources for 
this Fund are sales taxes, property taxes, hotel taxes, unrestricted revenues from the State, fines and forfeitures 
and interest income. Expenditures are incurred for public safety, public works, recreation services and the 
other governmental services described above. 
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I NOTE 1 - SU1VIl\1ARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) I 
Economic Development Corporation Fund - Established to account for the activities of the Milpitas 
Economic Development Corporation, a nonprofit public benefit Corporation formed in fiscal 2011 by the 
City and the former Redevelopment Agency, established to provide physical, economic and educational 
development, redevelopment and revitalization efforts within the City. Since the Corporation's only funding 
source was from the former Redevelopment Agency, the proceeds and revenues from any of the Corporation's 
activities are restricted to redevelopment activities. 

ttumsim2: Aunun·nv Fund - Established to plan and address the housing needs of the City and to act as the 
Housing Successor of the former Redevelopment Agency. The main source of the revenue for this fund is 
the repayment of loans restricted for housing activities. 

Street 
system in Milpitas. Financing is provided through State and Federal grants. 

Transit A:rea Jl.JU.11.llJ'""-''-' .. Fee Fund - Established to account for the capital projects in the transit area. A special 
trn11sit area impact fee is i1nposcd on developments to provide financing. 

The City reported all its enterprise funds as major funds in the accompanying financial statements: 

Water Utility Fund - Accounts for the provision of water services to residents and businesses of the City. 
All activities necessary to provide such services are accounted for in this fund, including, but not limited to, 
administration, operations, capital improvements, maintenance, billing and collection. 

Sewer Utility Fund - Accounts for the provision of sewer services to residents and businesses of the City. 
All activities necessary to provide such services are accounted for in this fund, including, but not limited to, 
administration, operations, capital improvements, maintenance, financing, and billing and collection. 

The City also reports the following fund types: 

Internal Service Fund - The Equipment Management Internal Service Fund is used to finance and account 
for the replacement of equipment used by City departments and the maintenance of the online permit 
development system on a cost reimbursement basis. 

Fiduciary Funds - Trust funds account for assets held by the City as an agent for various functions. The 
Successor Agency to the Milpitas Redevelopment Agency Private-Purpose Trust Fund accounts for the 
accumulation of resources to be used for payments at appropriate amounts and times in the future. This fund 
accounts for winding down the affairs of the former Milpitas Redevelopment Agency and makes payments 
on the Enforceable Obligation Schedule and disposes of assets and property of the former Redevelopment 
Agency for the benefit of taxing agencies. 

Agency funds are used to account for assets held by the City as an agent for negotiated employee benefits, the 
Senior Advisory Commission, and Local Improvement Districts. The financial activities of these funds are 
excluded from the City-wide financial statements, but are presented in separate Fiduciary Fund financial 
statements. 
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D. Basis of Accounting 

The government-wide, proprietary, and fiduciary fund financial statements are reported using the economic 
resources measurement focus and the full accrual basis of accounting. Revenues are recorded when earned 
and expenses are recorded at the time liabilities are incurred, regardless of when the related cash flows take 
place. Agency funds are custodial in nature (assets equal liabilities) and do not involve measurement of 
results of operations. 

Governmental funds are reported using the current financial resources measurement focus and the 
modified accrual basis of accounting. Under this method, revenues are recognized when measurable and 
available. The City considers all revenues reported in the governmental funds to be available if the 
revenues are collected within forty-five days after year-end. Expenditures are recorded when the related 
fund liability is incurred, except for principal and interest on general long-term debt, claims and judgments, 
and accumulated unpaid vacation, sick pay and other employee benefit amounts, which are recognized as 
expenditures to the extent they have matured. General capital asset acquisitions are reported as 
expenditures in governmental funds. Proceeds of general long-term debt and acquisitions under capital 
leases are reported as other financing sources. 

Non-exchange transactions, in which the City gives or receives value without directly receiving or giving 
equal value in exchange, include property taxes, grants, entitlements, and donations. On the accrual basis, 
revenue from taxes is recognized in the fiscal year for which the taxes are levied or assessed. Revenue 
from grants, entitlements, and donations is recognized in the fiscal year in which all eligibility 
requirements have been satisfied. 

Other revenues susceptible to accrual are sales taxes, significant building permit fees, and interest revenue. 
Forfeitures, licenses, other permits and miscellaneous revenue are not susceptible to accrual because they are 
not measurable until received in cash. Grant funding received in advance of the related expenditure is 
accounted for as unearned revenue. 

Grant revenues are recognized in the fiscal year in which all eligibility requirements are met. Under the 
terms of grant agreements, the City may fund certain programs with a combination of cost-reimbursement 
grants, categorical block grants, and general revenues. Thus, both restricted and unrestricted net position 
may be available to finance program expenditures. The City's policy is to first apply restricted grant 
resources to such programs, followed by unrestricted resources if necessary. 

E. Prepaids, Materials, Supplies and Deposits 

Certain payments to vendors reflect costs applicable to future fiscal years and are recorded as prepaid items 
in both government-wide and fund financial statements. 

Materials and supplies are valued at cost on a first-in first-out basis. Supplies in the enterprise and internal 
funds consist principally of materials and supplies for utility and internal operations. Materials and 
supplies of the governmental funds consist of expendable supplies and materials held for consumption. 
The cost is recorded as an expense or expenditure in the funds at the time individual inventory items are 
consumed. 
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Prepaids, materials, supplies and deposits in governmental funds are equally offset by nonspendable fund 
balance which indicates that they do not constitute available spendable resources even though they are a 
component of net current assets. 

F. Deferred Inflows and Deferred Outflows of Resources 

In addition to assets, the statement of financial position or balance sheet will sometimes report a separate 
section for deferred outflows of resources. This separate financial statement element, deferred outflows of 
resources, represents a consumption of net position or fund balance that applies to a future period( s) and so 
will not be recognized as an outflow of resources (expense/ expenditure) until then. 

In addition to liabilities, the statement of financial position or balance sheet will sometimes report a 
separate section for deferred inflows of resources. This separate financial statement element, deferred 
inflows of resources, represents an acquisition of net position or fund balance that applies to a future 
period(s) and so will not be recognized as an inflow of resources (revenue) until that time. The City has 
only one item, which arises only under a modified accrual basis of accounting, that qualifies for reporting 
in this category. Accordingly, the item, unavailable revenue, is reported only in the governmental funds 
balance sheet. The governmental funds report unavailable revenues from loans receivable. These amounts 
are deferred and recognized as an inflow of resources in the period that the amounts become available. 

G. Property Tax 

Santa Clara County assesses properties and bills, collects, and distributes property taxes to the City. The 
County remits the entire amount levied and handles all delinquencies, retaining interest and penalties. 
Secured and unsecured property taxes are levied on January 1. 

Secured property tax is due in two installments, on November 1 and March 1, and becomes a lien on those 
dates. It becomes delinquent on December 10 and April 10, respectively. Unsecured property tax is due 
on July 1, and becomes delinquent on August 31. Collection of delinquent accounts is the responsibility of 
the County, which retains all penalties. 

The term "unsecured" refers to taxes on personal property other than real estate, land and buildings. These 
taxes are secured by liens on the property being taxed. Property tax revenues are recognized by the City in 
the fiscal year they are assessed, provided they become available as defined above. 

H. Revenue Recognition/or Water Utility and Sewer Utility 

Revenues are recognized based on cycle billings rendered to customers. Revenues for services provided 
but not billed at the end of a fiscal period are not material and are not accrued. 

L Use of Estimates 

The preparation of financial statements in conformity with generally accepted accounting principles 
(GAAP) requires management to make estimates and assumptions that affect the reported amounts of 
assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements 
and the reported amounts of revenues and expenses during the reporting period. Actual results could differ 
from those estimates. 
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A. Budgets and Budgetary Accounting 

The City adopts an annual operating budget on or before June 30 of the previous fiscal year. The operating 
budget takes the form of a one year financial plan which is adopted in its entirety by the City Council by 
resolution. Because Milpitas is a general law city, it is not subject to a budgetary process prescribed by 
statute or charter. 

The operating budget is subject to supplemental appropriations throughout its term in order to provide 
flexibility to meet changing needs and conditions. The City Manager may approve supplemental 
appropriations in the General Fund providing the total increase does not exceed 1 % of the original total 
General Fund budget subject to the following. All additional appropriations that require the use of reserves 
must be approved by City Council. Expenditures cannot exceed the appropriated budget at the department 
level without City Council approval. 

The City Manager is authorized to amend appropriations within the various departments and projects 
within a fond, provided that the amount of the amended appropriation is $20,000 or less. Interfund transfers 
or transfers of an appropriation amount within a fund in which any single instance exceed $20,000 require 
prior approval of the City Council. 

Budgeted amounts are as originally adopted, or as amended by the City Council. Individual amendments 
were not material in relation to the original appropriations which were amended. 

Adjustments to GAAP Basis from Budgetary Basis 

City budgets are adopted on a basis consistent with generally accepted accounting principles (GAAP) 
except that encumbrances are considered budgetary expenditures in the year of the commitment to 
purchase, and capital projects expenditures are budgeted on a project length basis rather than a fiscal year. 
The effects of these differences are shown as encumbrance adjustments, expenditures capitalized for 
GAAP purposes and capital outlay in the budget and actual statements. The Street Improvement, Park 
Improvement, General Government Project, Storm Drain Development and Transit Area Impact Fee 
Capital Projects Funds are budgeted on a project length basis and therefore are not comparable on an 
annual basis. The bylaws of the Economic Development Corporation do not require the adoption of an 
annual budget. 

C. Expenditures in Excess of Budget 

The Community Facilities District Special Revenue Fund had general government non-departmental 
expenditures in excess of budget in the amount of $821. Sufficient resources were available within the fund 
to finance the expenditures. 
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The City pools cash from all sources and all funds except Cash and Investments held by Trustees, certain 
investments of the Successor Agency to the Milpitas Redevelopment Agency, and Terrace Gardens, Inc. so 
that it can be invested at the maximum yield consistent with safety and liquidity, while individual funds 
can make expenditures at any time. 

A. Policies 

The City invests in individual investments and in investment pools. Individual investments are evidenced 
by specific identifiable securities instruments, or by an electronic entry registering the owner in the records 
of the institution issuing the security, called the book entry system. In order to increase security, the City 
employs the Trust Department of a bank as the custodian of certain City managed investments, regardless 
of their form. 

California Law requires banks and savings and loan institutions to pledge government securities with a 
market value of 110% of the City's cash on deposit, or first trust deed mortgage notes with a market value 
of 150% of the deposit, as collateral for these deposits. Under California Law this collateral is held in a 
separate investment pool by another institution in the City's name and places the City ahead of general 
creditors of the institution. 

The City's investments are carried at fair value, as required by generally accepted accounting principles. 
The City adjusts the carrying value of its investments to reflect their fair value at each fiscal year end, and 
it includes the effects of these adjustments in income for that fiscal year. 

B. Classification 

Cash and investments are classified in the financial statements as shown below, based on whether or not 
their use is restricted under the terms of City debt instruments or other agreements. 

Cash and investments available for operations 

Restricted investments 

Total Primary Government cash and investments 

Cash and investments available for operations 

Restricted investments 

Total Component Unit cash and investments 

Cash and investments 

in Fiduciary Funds (separate statement) 

Total cash and investments 

$154,847,377 

4,054,144 

158,901,521 

10,000 

1,244,773 

1,254,773 

16,787,962 

$176,944,256 

Cash and Investments Available for Operations is used in preparing proprietary fund statements of cash 
flows because these assets are highly liquid and are expended to liquidate liabilities arising during the year. 
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I NOTE 3 - CASH AND INVESTlVIBNTS (Continued) 

C Investments Authorized by the California Government Code and the City's Investment Policy 

The City's Investment Policy and the California Government Code allow the City to invest in the following, 
provided the credit ratings of the issuers are acceptable to the City; and approved percentages and maturities 
are not exceeded. The table below also identifies certain provisions of the California Government Code or the 
City's Investment Policy where it is more restrictive: 

Authorized Investment Type 
Repurchase Agreements 
State of California Local Agency 

Investment Fund (LAIF Pool) 
U. S. Treasury Bonds, Notes and Bills 
Federal Agency Obligations 
Bankers Acceptances 
l"n,...,.,T"norr-i"'.11 P"'.lnor 
'-'VJ..1.ll.l.J.\.,.l".l \..l.lU.J.. ..L U..t'"-".1. 

Negotiable Certificates of Deposit 
Time Certificates of Deposit- Banks 

or Savings and Loans 
Medium Term Corporate Notes 
Money Market and Mutual Funds of 

Government Securities 
Security Swaps 

Maximum 
Maturity 

1 Year 
Upon 

Demand 
5 Years 
5 Years 

180 Days 
')'7() n~uQ 
~·~~~.1~ 

2 Years 
2 Years 

5 Years 
Upon 

Demand 
NIA 

Minimum 
Credit 
Quality 

AA 
Top Rating 
Category 

Maximum Maximum 
Percentage Investment 

of Portfolio In One Issuer 
100% No Limit 
100% $50,000,000 per 

account 
100% No Limit 
100% No Limit 
20% $5 million or 10% 
15% (Al ,- -/ 

30% No Limit 
10% No Limit 

30% (A) 

20% 10% 
100% No Limit 

(A) Eligible Commercial Paper and Medium Term Corporate Notes combined may not represent more 
than 10% of the outstanding paper of an issuing corporation. 
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D. Investments Authorized by Debt Agreements 

The City must maintain required amounts of cash and investments with trustees or fiscal agents under the 
terms of certain debt issues. These funds are unexpended bond proceeds or are pledged reserves to be used 
if the City fails to meet its obligations under these debt issues. The California Government Code requires 
these funds to be invested in accordance with City resolutions, bond indentures or State statutes. The table 
below identifies the investment types that are authorized for investments held by fiscal agents. The table also 
identifies certain provisions of these debt agreements: 

Authorized Investment Type 

U.S. Treasury Bonds, Notes and Bills 
Federal Agency Obligations 
Time Certificates ofDeposit-Banks 

or Savings and Loans 
Bankers Acceptances 
Commercial Paper 
Negotiable Certificates of Deposit 
Repurchase Agreements 
Medium Term Corporate Notes 
State of California Local Agency 

Investment Fund (LAIF Pool) 
Money Market and Mutual Funds 
California Asset Management Program 

(CAMP) 

Ma,"Ximum 
Maturity 

5 Years 
5 Years 

1-2 Years 

180 Days 
270 Days 
2 Years 
1 Year 

5 Years 
Upon Demand 

Upon Demand 
Upon Demand 

Minimum 
Credit 
Quality 

A 
AA, Al 

AA 

Aaa/AAm 

Maximum Maximum 
Percentage Investment 
of Portfolio In One Issuer 

100% No Limit 
100% No Limit 
10% No Limit 

20% $5,000,000 or 10% 
15% (A) 
30% No Limit 
100% No Limit 
30% (A) 

No Limit $50,000,000 per 
account 

20% 10% 
No Limit No Limit 

(A) The combined total of commercial paper and medium term corporate notes may not represent more 
than 10% of the outstanding paper and notes of an issuing corporation. 

E. Investments Authorized for Terrace Gardens Inc. 

Terrace Gardens, Inc. investments conform with the California Government Code. 
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CITY OF MILPITAS 
Notes to Basic Financial Statements 
For the Year Ended .June 30, 2014 

I NOTE 3 - CASH AND INVESTMENTS (Continued) 

F. J11terest Rate Risk 

Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value of an 
investment. Normally, the longer the maturity of an investment, the greater the sensitivity of its fair value 
to changes in market interest rates. The City generally manages its interest rate risk by holding investments 
to maturity. 

lnfonnation about the sensitivity of the fair values of the City's investments (including investments held by 
bond trustees) to market interest rate fluctuations is provided by the follow ing table that shows the 
distribution of the City's investments by maturity or earliest call date: 

Investment Type 

City: 

Federal Agency Obligations 

Medium Term Corporate Notes 

U.S. Treasury Notes 

Cali fornia Local Agency Investment fund 

Mutual Funds (U.S. Secw·tties) 

Negotiable Certificates ofDeposit 

Terr11ce G11rrle11s, I11c.: 

Certi flcates of Deposit 

Total Investments 

De111n11d Deposits - City of Milpitas 

De111n11d Deposits - Terrace Gardem 

Total Cash and Investments 

l2 Months 
or less 

$4315415,060 

3,023,580 

3,006,810 

52,415,655 

2,501,415 

1,000,702 

881,546 

$106,475,768 

13 to 24 
Monrhs 

li 16,0R5,980 

4,046,136 

7.001,56.3 

2.50,000 

$27,383,679 

25 to 60 
Months 

P7.,071,R74 

7.028.710 

12,007,401 

$41,109,985 

Total 

'$R I ROS,914 

14,098,426 

22,0 15,774 

52,415,655 

2,50l,415 

1.250,702 

881,546 

l 74,969,432 

1,601,597 

373,227 

$ 176,944,256 

The City is a participant in the Local Agency Investment Fund (LAIF) that is regulated by California 
Government Code Section 16429 under the oversight of the Treasurer of the State of California. The City 
reports its investment in LAJF at the fair value amount provided by LAIF, which is the same as the value of 
the pool share. The balance is available for withdrawal on demand, and is based on the accounting records 
maintained by LAIF, which are recorded on an amortized cost basis. Included in LAIF's investment 
pottfolio are collateralized mortgage obligations, mortgage-backed securities, other asset-backed securities, 
loans to certain state funds, and floating rate securities issued by federal agencies, government-sponsored 
enterprises, United States Treasury Notes and Bills, and corporations. At June 30, 2014 these investments 
matured in an average of232 days. 

Murual funds are available for withdrawal on demand and at June 30, 2014 matured in an average of 40 days. 
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j NOTE 3 - CASH AND INVESTMENTS (Continued) 

G. Credit Risk 

Credit risk is the risk that an issuer of an investment will not fulfill its obligation to the holder of the 
investment. This is measured by the assignment of a rating by a nationally recognized statistical rating 
organization. Presented below is the actual rating as of June 30, 2014 for each of the Primary 
Government's investment types as provided by Standard and Poor' s investment rating system: 

Investment Type 

Federal Agency Obligations 

Medium Term Corporate Notes 

Mutual Funds (U.S. Securities) 

Negotiable Certificates of Deposit 

Totals 

Not rated: 

California Local i\.gency Investment Fund 

Negotiable Certificates of Deposit 

Exempt from credit rate disclosure: 

U.S. Treasury Notes 

Total Investments 

AAAIAAAm 

$2,501,415 

$2,501,415 

AA+!AAJAA-

$81,805,914 

13,092,996 

250,000 

$95,148,910 

A+IAIA-

$1,005,430 

750,702 

$1,756,132 

Total 

$81,805,914 

14,098,426 

2,501,415 

1,000,702 

99,406,457 

250,000 

22,015, 774 

$174,087,886 

All the rated and unrated negotiable certificates of deposit were fully insured by Federal Deposit Insurance 
at June 30, 2014. 

Terrace Gardens, Inc. invests only in Time Certificates of Deposit. At June 30, 2014, all of Terrace 
Gardens' Time Certificates of Deposit were fully insured by Federal Deposit Insurance. 

H. Significant Investments 

Investments in the securities of any individual issuers, other than U. S. Treasury securities, mutual funds 
and the California Local Agency Investment Fund, that represent 5% or more of total Entity-wide 
investments are as follows at June 30, 2014: 

Issuer 

Federal Farm Credit Bank 

Federal Home Loan Bank 

Federal National Mortgage Association 

Investment 

TyPe 

Federal Agency Obligations 

Federal Agency Obligations 

Federal Agency Obligations 

50 

Amount 

$34,129,460 

27,340,020 

12,944,760 



A. Transfers Between Funds 

With Council approval, resources may be transferred from one City fund to another. The purpose of the 
majority of transfers is to reimburse a fund which has made an expenditure on behalf of another fund. Less 
often, a transfer may be made to open or close a fund. 

Transfers between funds during the fiscal year ended June 30, 2014 were as follows: 

Major Funds: 

General Fund 

General Fund 
General Fund 
General Fund 

Fund Receiving Transfers 

Economic Development Corporation Special Revenue Fund 
Street Improvement Capital Projects Fund 

Nan-l.,fajar Funds: 

General Gove=ent Project Capital Projects Fund 
General Government Project Capital Projects Fund 
General Government Project Capital Projects Fund 

General Gove=ent Project Capital Projects Fund 

Total Interfund Transfers 

The reasons for these transfers are set forth below: 
(A) Transfer for operating costs 

Fund Makin a Transfers 

Solid Waste Reduction and Services Special Revenue Fund 
Hetch Hetchy Ground Lease Special Revenue Fund 
Water Utility Enterprise Fund 
Sewer Utility Enterprise Fund 
Transit Area Impact Fee Capital Projects Fund 
Gas Ta,x Special Revenue Fund 

General Fund 
Street Improvement Capital Projects Fund 
Gas Ta,x Special Revenue Fund 
Lighting & Landscape Maintenance District Special Revenue Fund 

(B) Transfer Park in Lieu Fees for payment related to purchase of McCandless property 
(C) To fund capital projects 

Long-Term 

Amount 

$256,917 (A) 

2,216 (A) 
1,829,179 (A) 
1,572,651 (A) 

828,464 (B) 

600,000 (C) 

600,000 (C) 

300,000 (C) 

1,100,000 (C) 

410,000 (C) 

$7,499,427 

On May 6, 2008, the City approved the purchase of 0.75 million gallons per day wastewater treatment 
capacity at the San Jose/Santa Clara Sanitary District via a purchase from the Cupertino Sanitary District 
(CuSD). The capacity is for build-out of the Transit Area Specific Plan. Funding for this purchase was 
included in the Transit Area Development Impact Fee Program. The Transit Area Impact Fee Capital 
Projects Fund does not have funding available since fees have not yet been collected. Therefore, the 
Redevelopment Project Capital Projects Fund advanced $4,549,161 to the Transit Area Impact Fee Capital 
Projects Fund to cover the payment to CuSD and $200,000 to cover other associated costs. The advances 
are due on April 7, 2029 and bear simple interest of 5% annually. During fiscal year 2011, the 
Redevelopment Project Capital Projects Fund transferred the advance to the Economic Development 
Corporation Special Revenue Fund. As discussed in Note 1 7, pursuant to the terms of a settlement 
agreement between the City, Economic Development Corporation, Housing Authority, Santa Clara County 
Auditor-Controller, State Controller and other parties, the interest rate on the advance is limited to the rates 
of the Local Agency Investment Fund and the advance, including principal and accrued interest in the 
amount of $5,499,290 was due and paid in June 2014. 
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During fiscal year 2010 the Redevelopment Project Capital Projects Fund advanced $1,330,000 to the 
Transit Area Development Impact Fee Capital Projects Fund for the preparation costs of the Transit Area 
Specific Plan. The Sewer Utility Enterprise Fund advanced $4,356,000 to the Transit Area Development 
Impact Fee Capital Projects Fund for costs associated with the main sewage pump station improvements in 
the Transit Area. The Transit Area Impact Fee Capital Projects Fund does not have funding available since 
fees have not yet been collected. The advances are due on April 7, 2029 and bear simple interest of 5% 
annually. During fiscal year 2011, the Redevelopment Project Capital Projects Fund transferred the 
advance to the Economic Development Corporation Special Revenue Fund. As discussed in Note 1 7, 
pursuant to the terms of a settlement agreement between the City, Economic Development Corporation, 
Housing Authority, Santa Clara County Auditor-Controller, State Controller and other parties, the interest 
rate on the $1,330,000 advance is limited to the rates of the Local Agency Investment Fund and the 
advance, including principal and accrued interest in the amount of $1,53 8,054 was due and paid in June 
2014. The balance of the Sewer Utility Enterprise Fund advance, including principal and accrued interest 
was $5,445,000 as of June 30, 2014. 

During fiscal year 2011 the Redevelopment Project Capital Projects Fund advanced $2,550,000 to the 
Transit Area Development Impact Fee Capital Projects Fund for the Light Rail Median Landscaping 
Project. The advance is due on August 2, 2030 and bear simple interest of 5% annually. During fiscal year 
2011, the Redevelopment Project Capital Projects Fund transferred the advance to the Economic 
Development Corporation Special Revenue Fund. As discussed in Note 1 7, pursuant to the terms of a 
settlement agreement between the City, Economic Development Corporation, Housing Authority, Santa 
Clara County Auditor-Controller, State Controller and other parties, the interest rate on the advance is 
limited to the rates of the Local Agency Investment Fund and the advance, including principal and accrued 
interest in the amount of $2,756,053 was due and paid in June 2014. 

During fiscal year 2012 the Sewer Utility Enterprise Funds advanced $145,000 to the Transit Area 
Development Impact Fee Capital Projects Fund for costs associated with evaluating the existing 
development in the transit area. The advance bore simple interest of 5% annually and was repaid on March 
31, 2014. 

In June 2014, the General Fund temporarily advanced $5,000,000 to the Transit Area Development Impact 
Fee Capital Projects Fund. The advance will be repaid when the fund collects sufficient impact fees from 
developers. The advance bears simple interest at the monthly investment return of the City's portfolio. At 
June 30, 2014, the balance of the advance was $5,000,000. 

C. Internal Balances 

Internal balances are presented in the entity-wide financial statements only. They represent the net 
interfund receivables and payables remaining after the elimination of all such balances within 
governmental and business-type activities. 

52 



The City and former Redevelopment Agency entered into the loan programs below to improve the quality of 
housing and to increase the availability of affordable housing, and for other purposes. With the dissolution of 
the Redevelopment Agency as discussed in Note 17, the City agreed to become the successor to the 
Redevelopment Agency's housing activities and as a result the City of Milpitas Housing Authority assumed 
the loans receivable of the Redevelopment Agency's Housing Reserve Special Revenue Fund as of February 
1, 2012. 

These loans were comprised of the following at June 30, 2014: 

Housing and Community Development Loans: 

Rehabilitation Loans 

Housing Authority Loans: 

Milpitas Housing Associates 

Pare Metropolitan Housing Development 

Montague Parkway Associates, LP 

Pare North Associates LLC 

Mid-Peninsula Milpitas Affordable Housing Associates 

KB Home South Bay Inc. 

Western Pacific Housing Inc. 

Shapell Industries 

MIL Aspen Associates, Ltd. 

Total Housing Authority Loans Receivable 

Total Loans Receivable 
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$3,279,005 

4,659,003 

l'J()Q()Q 
.J.~V,../VU 

900,856 

1,111,417 

16,123,853 

1,622,900 

1,811,091 

800,000 

2,713,154 

29,863,182 

$33,142,187 



A. Rehabilitation Loans 

c. 

The City administers a housing rehabilitation program using Housing and Community Development Act 
funds. Under the Program, individuals with incomes below a certain level are eligible to receive low or no 
interest loans, secured by deeds of trust, for construction work on their homes. At June 3 0, 2014 the City 
had outstanding rehabilitation loans of $3,279,005 in its Housing and Community Development Special 
Revenue Fund. During the year ended June 30, 2014, the City received $320,883 from all participants, and 
made new loans totaling $141,3 51. 

In fiscal 1997, the former Redevelopment Agency loaned the Milpitas Housing Associates, a partnership of 
Bridge Housing and a developer, $3,000,000 to assist in the financing of the construction of a 306 unit 
apartment complex. Fifty percent of the units were made available to very low and low income tenants. 
The Loan bears interest at the rate of 5 .45% per year, compounded annually and is repayable in 2040, 
subject to certain conditions. The loan is secured by a subordinated deed of trust in the third position on 
the property. Interest accrued during the fiscal year totaled $240,792. As of June 30, 2014, principal and 
accrued interest totaled $4,659,003. 

Pare 

The Housing Authority provides loans to eligible low-income families for the purchase of townhome units 
at the Pare Metropolitan Housing Development. During the year ended June 30, 2014, the Housing 
Authority received principal payments of $4,099 and as of June 30, 2014, there were $120,908 in loans 
outstanding. 

Associates, LP 

The former Redevelopment Agency loaned the Montague Parkway Associates, LP, a California limited 
partnership, $1, 193, 5 80 in fiscal 2001 to develop 464 units of rental multi-family housing. Ninety-four of 
the units were made available to low income households. The loan bears interest at the rate of 3.00% per 
year, compounded annually. The principal and all accrued interest are due and payable in 2031. For the 
first five years, only interest is due and payable; principal payments commence on the sixth year and 
continue for the remainder of the term. The loan is secured by a third deed of trust on the property. 
Principal of $40,308 was paid in fiscal 2014, and as of June 30, 2014, the outstanding balance totaled 
$900,856. 
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I NOTE 5 - LOANS RECEIVABLE (Continued) 

E. Pare North Associates LLC Loan 

F. 

In September 2003, the former Redevelopment Agency entered into an Owner Participation Agreement 
with Pare North Associates LLC for the development of 285 town homes and condominiums. Eighteen of 
the units were made available to very low income households, six of the units were made available to low 
income households, and thirty-four units were made available to moderate income households. In 
exchange, the Agency provided a grant of $1,823,480 to the Developer for permits, fees, and infrastructure, 
along with silent-second loans to eligible low-income families for the purchase of these town homes and 
condominium. Interest of 5% begins on the 61 st month after the recordation of the deeds of trust and 
continues until the loans are paid in full. As of June 3 0, 2014, there were $1, 111,41 7 of such loans 
outstanding. 

In December 2005, the former Redevelopment Agency entered into a Disposition and Development 
Agreement with Mid Peninsula Milpitas Affordable Housing Associates for the development of a 103-unit 
senior housing project with long-term affordability to extremely low and very low income seniors. Under 
the terms of the Agreement, the Agency provided a grant of $1 million to the Developer and will provide a 
development loan up to $14.6 million to the Developer. No interest is accrued on the first $ 5 million of 
loan proceeds. The remaining $9.6 million bears simple interest of 3.00% annually. Repayment of interest 
and principal is payable from surplus operating cash subject to certain conditions as defined in the 
Agreement, and unpaid principal and accrued interest is due in December 2062. The loan is secured by a 
second deed of trust on the property. Construction began in fiscal year 2006 and was completed in 
December 2008. During fiscal year 2014, a payment of $20,237 was received, interest of $288,000 was 
accrued, and as of June 3 0, 2014, principal and accrued interest outstanding totaled $16, 123 ,853. 

G. KB Home South Bay Inc. Loans 

In January 2005, the former Redevelopment Agency entered into a Disposition and Development 
Agreement with KB Home South Bay Inc. for the development of a public park and approximately 700 
housing units on the two parcels (Parcels C and D). In addition, the former Redevelopment Agency would 
provide a total of $4,250,000 of silent-second mortgages to eighty-five moderate income households on 
Parcel C, approximately $5,000,000 of subsidies to twenty-five moderate income households on Parcel D. 
The silent-second mortgages are not due for 45 years or upon the sale, renting or leasing of the property. 
Interest begins on the 3 ih month after the recordation of the Deed of Trust and continues until the loans are 
paid in full. 

Due to changes in the housing market and stricter lending requirements which had created unforeseen 
challenges in finding qualified buyers for the affordable units, the former Redevelopment Agency amended 
the Agreement in February 2009 to establish an in-lieu housing payment of $1, 702,000 to remove the 
affordable restrictions on 46 of the 67 remaining unsold affordable units ($37,000 for each unit). This 
amount was paid in equal parts to the Agency and to the County. In addition, the commitment for silent­
second mortgages was reduced $2,300,000 to $1,950,000, and the total number of affordable units was 
reduced from 110 to 64. 

As of June 30, 2014, there were $1,622,900 ofloans to Parcel C households outstanding. As of June 30, 2014 
subsidies totaling $4, 707,542 had been provided. 
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Western Pacific Housing Inc., Loans 

In August 2005, the former Redevelopment Agency entered into an Owner Participation Agreement with 
Fairfield Development, LLC for the development of a 464- unit residential apartment project called Centria, 
of which 93 units will be deed-restricted for very low- to moderate- income households. In November 2005, 
the project was purchased by Western Pacific Housing Inc. and obligations of the Owner Participation 
Agreement were assigned to Western Pacific Housing Inc. The former Redevelopment Agency will provide 
a grant of $379,480 for permits, fees, and infrastructure. The former Redevelopment Agency also will 
provide a total of $770,000 for silent-second down payment assistance loans for the 22 very-low income units. 
The loans are not due for 25 years or upon the sale, renting or leasing of the property. Interest will begin 

on the 61 st month after the recordation of the Deed of Trust and continues until the loans are paid in full. 
As ofJune 30, 2014, there were $614,091 such loans outstanding. 

In August 2008 the Owner Participation Agreement was amended to reduce the number of units to be 
constructed by W estem Pacific Housing Inc. to 13 7 and provide for the conversion of 7 of the moderate 
income units to low income units. In addition, in itugust 2008 the 327 unconstructed units of the project \Vere 
sold to Lyon Milpitas LLC and the Agency entered into a new Owner Participation Agreement with Lyon 
Milpitas LLC to complete the construction of the affordable housing units. 

In September 2006, the former Redevelopment Agency entered into an Owner Participation Agreement 
with Western Pacific Housing, Inc. for the development of a 147-unit townhome project called Paragon 
that includes nine units deed-restricted to very low income residents and twenty units deed-restricted to 
moderate income residents. The Agency will provide silent-second loans of $133,333 to each of the very 
low income households. Interest will begin on the date of the promissory note, but will be forgiven on the 
fourth anniversary of the date the Deed of Trust recorded at a rate of 20% per year, and principal is due 45 
years from the date the Deed of Trust was recorded. As of June 30, 2014, there were $1, 197,000 of silent 
second loans outstanding. 

L Shapell Industries 

In June 2004, the former Redevelopment Agency entered into an Agreement with Shapell Industries of 
Northern California for the development of a 65-unit townhome development, which will include twenty 
deed-restricted affordable housing units for very low- and moderate-income units. In August 2005 the 
Agency entered into an Owner Participation Agreement with the Developer that, in exchange for the 
development of housing units, the Agency will provide a total of $800,000 silent-second mortgages to 
sixteen moderate-income households. In addition, under the terms of the Agreement, the Agency assisted in 
the rehabilitation of four existing very low-income units in fiscal 2006. Interest will begin on the date of 
the promissory note, but will be forgiven on the fourth anniversary of the date the Deed of Trust recorded 
at a rate of 20% per year, and principal is due 45 years from the date the Deed of Trust was recorded. As of 
June 30, 2014, there were $800,000 of silent second loans outstanding. 
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J. MIL Aspen Associates, Ltd. 

CITY OF MILPITAS 
Notes to Basic Financial Statements 
Foir the Year Ended June ,, 2014 

In April 2007, the former Redevelopment Agency entered into an Owner Participation Agreement with 
MIL Aspen Associates, Ltd. for the development of a I 0 I-unit multi-family project, of which I 00 units will 
be deed-restricted for very low-income households. Under the terms of the Agreement, during fiscal year 
2011 the Agency provided a $2,300,000 loan to the Developer. The loan bears 5% interest compounded 
annually on outstanding principal balance, and is repayable in April 17, 2037. Upon June I of the year 
following the issuance of the final certificate of occupancy of the project and the first day of the each June 
during the term of the loan, the Developer shall pay 50% of Surplus Cash generated by the Project, as 
defined in the Agreement, during the previous calendar year. During the year ended June 30, 2014, the 
Housing Authority received payments totaling $33,946, and interest accrued during the fiscal year totaled 
$131,617. As of June 30, 2014, principal and accrued interest totaled $2,713,154. 

Successor Agency Loans 

On September 7, 2004, the former Redevelopment Agency entered into an Agreement with the City for the 
purchase of eight parcels ofland which are located in the Project Area. However, the terms of the purchase 
were not finalized until August 21, 2007 under the First Amendment to Agreement of Purchase and Sale. 
Under the terms of the Amended Agreement, the purchase price of the parcels was $20,455,191. The 
advance from the General Fund to the Redevelopment Project Capital Projects Fund was due on September 
7, 2044 and bore simple interest of I 0% annually. The balance of the advance, including principal and 
accrued interest, was $21,670,757 as of January 31, 2012. This loan had previously been reported as an 
interfund advance. However, with the transfer of the associated liability to the Successor Agency, repayment 
of the loan was based upon whether the Successor Agency to the Redevelopment Agency receives a Finding 
of Completion from the State as discussed in Note 17. In addition, the interest rate on the loan is limited to the 
Local Agency Investment Fund interest rate calculated from the inception of the loan. Therefore the loan 
balance was adjusted in fiscal year 2012 to reflect the revised interest rate and is offset with unavailable 
revenue in the General Fund. Under the terms of the settlement agreement discussed in Notes 14 and 17F, the 
parcels of land associated with this advance were conveyed to the City and as a result, the City forgave the 
outstanding balance of the advance in the amount of $9,472,571. However, the balance of the loan had been 
offset by an unavailable revenue in the General Fund and an allowance for doubtful accounts in the Statement 
of Net Position, therefore the forgiveness had no net effect on fund balance or net position. 

During fiscal year 2011 the Housing Reserve Special Revenue Fund advanced $6,800,000 to the 
Redevelopment Project Capital Projects Fund for the purchase of a land parcel. The advance was due on 
April 17, 2037 and bore simple interest of 5% annually. The balance of the advance, including principal and 
accrued interest, was $7,094,356 as of January 31, 2012. The loan had previously been reported as an 
interfund advance. However, with the transfer of the housing assets to the Housing Authority Special 
Revenue Fund and the associated liability to the Successor Agency, repayment of the loan is based upon 
whether the Successor Agency to the Redevelopment Agency receives a Finding of Completion from the State 
as discussed in Note 17. In addition, the interest rate on the loan is limited to the Local Agency Investment 
Fund interest rate calculated from the inception of the loan and the loan balance was adjusted in fiscal year 
2012 to reflect the revised interest rate. However, this loan was not deemed an enforceable obligation by the 
State Department of Finance, therefore the City was unable to determine whether it is collectible from the 
Successor Agency and it had been offset with an allowance for doubtful accounts. The State Department of 
Finance continues to deny that the loan is an enforceable obligation, therefore the City wrote off the balance 
of the loan and the allowance for doubtful accounts in the amounts of $6,891,3 92 during fiscal year 2014. 
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CITY OF MJLPITAS 
Notes to Basic Financial Statements 
For the Year Ended June 30, 2014 

I NOTE 6 - PROPERTY HELD FOR RESALE OR REDEVELOPMENT 

A. General Fund 

As discussed in Note 17, pursuant to the terms of a settlement agreement between the City, Economic 
Development Corporation, Housing Authority, Santa Clara County Auditor-Controller, State Controller 
and other parties, various land parcels were transferred from the Successor Agency to the City in June 
2014. Two additional parcels were h·ansferred to the City from the Housing Authority as discussed in Note 
6B below. 

The land parcels are accounted for at the lower of cost or net realizable value or agreed-upon sales price if 
a disposition agreement has been made with a developer. 

As of June 30, 2014, property totaling$ l 7 ,600,000 is being held by the General Fund. 

B. Housing Authority 

The fonner Redevelopment Agency had purchased parcels of land as part of its efforts to develop or 
redevelop blighted properties within the Redevelopment areas. Such land parcels are accounted for at the 
lower of cost or net realizable value or agreed~upon sales price if a disposition agreement has been made 
with a developer. The City agreed to become the successor to the Redevelopment Agency's housing 
activities and as a result the City of Milpitas Housing Authority assumed the property held for resale of the 
Redevelopment Agency's Housing Reserve Fund as of February 1, 2012. 

In fisca l year 2010 the Agency purchased five housing units for $1,503,718 in the Pare Metro Subdivision. 
During fiscal year 2011, the Agency purchased one additional Pare Metro Subdivision unit for $305,095, 
one Centria Subdivision housing unit for $248,056, and four KB Home Subdivision housing units for 
$1,273,892. One of the KB Home Subdivision units with a book value of $374,253 was sold in August 
20 ll. Two of the KB Home Subdivision units with a book value of$376,795 and $294,921 were sold in 
December 2012 and February 2013, respectively. Four of the Pare Meh·o Subdivision units were sold in 
fiscal year 2013, with a total book value of $1,245,559. The units were pLll'chased in order to retain thern 
as affordable housing units and are being held for future resale. Four of the units are rented to tenants. 

In November 2009 the Agency purchased property along South Main Street in the amount of $12,443, 137, 
which was intended for the development of senior housing with low income housing units as discussed in 
Note 7B. 

In March 2012, the Economic Development Corporation purchased two privately held properties along 
South Main Street in the amount of $4,200,000. The properties were intended to be developed along with 
the senior housing development discussed in Note 7B. Consequently, the properties were transferred to the 
Housing Authority. As discussed in Notes 14 and 17F, pursuant to the tenns of a settlement agreement 
between the City, Economic Development Corporation, Housing Authority, Santa Clara County Auditor­
Controller, State Controller and other parties, since the two properties had not been funded by the forrner 
Redevelopment Agency or the Housing Authority, they were transfened to the City in June 2014. 
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In February 2011, the Agency purchased additional property along South Main Street in the amount of 
$1,800,000 which is intended to be incorporated into the Midtown Specific Plan for housing development. 
The purchase of this property had been funded by a loan from the Housing Reserve Special Revenue Fund 
to the Redevelopment Capital Projects Fund, and with the dissolution of the Agency as of February 1, 
2012, the State Department of Finance approved the property as a housing asset and the property was 
transferred to the Housing Authority as the successor housing agency. 

As of June 30, 2014, property totaling $15,282,370 is being held by the Housing Authority. 

The City and former Redevelopment Agency have entered into the development agreements below in an 
effort to provide incentives to develop new businesses, new tax revenues and affordable housing. 

A. The 

In November 1999, the City approved the development of a 468 unit apartment complex, known as the 
Crossing at Montague Project (Project). As part of the conditions of approval, the developer of the Project 
is required to restrict 20% (94 units) of the units to very low income households. On behalf of the 
developer, the City issued $45,000,000 in tax exempt bonds and $15,000,000 in taxable bonds in June 
2000. As of June 30, 2014, the outstanding principal of the debt was $51,000,000. The debt service 
payments on these bonds are solely the responsibility of the developer. 

B. South Main Senior Lifestyles, LLC 

In August 2009, the former Redevelopment Agency entered into a Disposition and Development 
Agreement with the South Main Senior Lifestyles, LLC (SMSL) to develop 180 units of "Continuum of 
Care Senior Housing" (Phase 1 Parcel), of which 63 units will be for very low and low income households, 
and 207 units of family housing (Phase 2 Parcel) which will be market rate units. In accordance with the 
terms of the Agreement, the Agency will acquire the properties and resell them in two phases to the 
developer prior to construction, subject to certain conditions in the Agreement. In November 2009, the 
Agency purchased the properties along South Main Street in the amount of $12,443,137. The sales price 
for the Phase 1 Parcel will be $5,022, 129, and the sales price for the Phase 2 Parcel will equal the greater 
of the fair market value of the Phase 2 Parcel as defined in the Agreement or $7,377,871. In addition, the 
Agency's Housing Reserve Special Revenue Fund will provide a grant in the amount of $7. 7 million to 
support the development and operation of the Phase 1 Parcel project. 

In March 2011, the Economic Development Corporation assumed the obligations of the Disposition and 
Development Agreement and on October 18, 2011, a two year extension to the Agreement was approved to 
include a more extensive high density residential development plan of sixty-three residential units available 
at affordable housing cost to income-qualified very low and low income households. 
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c 

In November 2013, the Housing Authority amended the Disposition and Development Agreement. The 
amendment states the Authority will convey the properties to the developer as a grant after certain 
requirements are fulfilled. In addition, the amendment also eliminates the $7.7 million grant obligation 
included in the initial agreement. It further amended the number of affordable units from 63 to 48, all at the 
very low income level for seniors. As of June 30, 2014, the terms of the amendment have not yet been 
fulfilled and the properties have not been transferred to the developer. 

D.R. Horton Inc. 

In November 2012, the City entered into an Acquisition and Reimbursement Agreement with D.R. Horton 
Bay, Inc., which requires the developer to pay Transit Area Specific Plan (TASP) and park in lieu 
developer impact fees of $8,007,312 to defray all or a portion of the costs of sewer facilities and to mitigate 
other impacts of the Harmony Project. Under the terms of the Agreement, D.R. Horton will receive fee 
credits totaling $4,365,061 for impact fees for constructing trail improvements, road improvements to the 
east side of McCandless Road and sewer line llA and 1 lB installation, and will be reimbursed $914,405 
for the cost of improvements to the Sewer Lines 1 LAJl lB. As of June 30, 2014, the City had not 
reimbursed any funds to D.R. Horton, and no fee credits had been issued. 

D. KLA-Tencor Corporation 

In June 2009, the City entered into a Sales Tax Sharing Agreement with KLA-Tencor Corporation (KLA). 
Under the terms of the Agreement, the City agreed to pay KLA 50% of the calendar year sales and use tax 
revenues paid by KLA and collected by the State Board of Equalization for the City that exceed the tax 
base. The tax base is defined in the Agreement as the average amount of annual sales tax increment 
received by the City from KLA for calendar years 2006, 2007 and 2008. The agreement terminates in 
2025. The City paid $72,249 of sales tax to KLA during fiscal year 2014. 

I NOTE 8 - CAPITAL ASSETS 

All capital assets are valued at historical cost or estimated historical cost if actual historical cost is not 
available. Contributed capital assets are valued at their estimated fair market value on the date contributed. 
The City's policy is to capitalize all assets with costs exceeding certain minimum thresholds and with 
useful lives exceeding two years. 

The City has recorded all its public domain (infrastructure) capital assets, which include landscape, storm, 
street, and traffic systems. 

All capital assets with limited useful lives are required to be depreciated over their estimated useful lives. 
The purpose of depreciation is to spread the cost of capital assets equitably among all users over the life of 
these assets. The amount charged to depreciation expense each year represents that year's pro rata share of 
the cost of capital assets. Depreciation of all capital assets is charged as an expense against operations 
each year and the total amount of depreciation taken over the years is reported on the statement of net 
position as a reduction in the book value of capital assets. 
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Depreciation is provided using the straight line method which means the cost of the asset is divided by its 
expected useful life in years and the result is charged to expense each year until the asset is fully 
depreciated. The general capitalization threshold is $5,000. The City has assigned the useful lives below 
to capital assets: 

Buildings and improvements 
Other improvements 
Machinery and equipment 
Landscape system 
Storm system 
Street system 
Traffic system 
Water system 
" --- ·--- -- ·--<---0 c:; w c:;1 :::.y:::.LCUl 

Capacity rights 

Useful Lives 
Years 

30 
20 
10 
50 

15-25 
25 
20 

30-61 
c::. (I 
..JV 

32 

Terrace Gardens, Inc. has assigned the following useful lives to its capital assets: Buildings, 50 years; 
Building improvements, 10-50 years; and Equipment, 5-7 years. 

Major outlays for capital assets and improvements are capitalized as projects are constructed. Interest 
incurred during the construction phase is reflected in the capitalized value of the asset constructed, net of 
interest earned on the invested proceeds over the same period. 
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A. Governmental Capital Asset Additions, Retirements and Balances 

Transfers to/from 

Balance at Successor Balance at 

June 30, 2013 Additions Retirements Transfers Agency June 2014 

Capital assets not being depreciated: 

Land $58,611,487 ($13,400,000) $12,354,870 $57,566,357 

Construction in progress 10,938,048 $8,005,807 (623,649) ($80,426,865) 78,533,256 16,426,597 

Total capital assets not being depreciated 69,549,535 8,005,807 (14,023,649) (80,426,865) 90,888,126 73,992,954 

Capital assets being depreciated: 

Buildings and improvements 96,323,815 66,384,911 162,708,726 

Other improvements 26,160,928 320,619 26,481,547 

Machinery and equipment 35,793,830 592,808 (254,993) 2,291,778 38,423,423 

Landscape system 29,638,454 9,564 29,648,018 

Storm system 74,299,423 74,299,423 

Street system 229,516,480 845,895 11,379,176 241,741,551 

Traffic system 18,835,060 34,088 50,381 18,919,529 

Total capital assets being depreciated 510,567 ,990 1,482,355 (254,993) 80,426,865 592,222,217 

Less accumulated depreciation for: 

Buildings and improvements (47,130,755) (4,743,916) (51,874,671) 

Other improvements (17,075,590) (773,018) (17,848,608) 

Machinery and equipment (23,084,949) (2,445,300) 254,993 (25,275,256) 

Landscape system (11,715,798) (593,961) (12,309,759) 

Storm system (69,601,506) (642,278) (70,243,784) 

Street system (172, 784,424) (5,681,933) (178,466,357) 

Traffic system (11,534,216) (684,109) (12,218,325) 

Total accumulated depreciation (352,927 ,23 8) (15,564,515) 254,993 (368,236, 760) 

Net capital assets being depreciated 157,640,752 (14,082,160) 80,426,865 223,985,457 

Governmental activity capital assets, net $227,190,287 ($6,076,353) ($14,023,649) $90,888,126 $297,978,411 

Current year land retirements include the transfer of a land parcel from capital assets to property held for 
resale in the General Fund in the amount of $13,400,000, which has been reported as a Special Item. 

Transfers to and from the Successor Agency are discussed in Note l 7F. 
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I NOTE 8 - CAPITAL ASSETS (Continued) 

Governmental activities construction in progress comprised the following at June 30, 2014: 

Total Actual Unexpended 

Project Budget Expenditures Budget 

Alviso Adobe Renovations $5,424,272 $5,404,166 $20,106 

Park Irrigation System Rehabilitation 400,000 376,008 23,992 

Park Renovation Project 277,778 243,785 33,993 

Main Street Park 350,000 188 349,812 

Park Renovation Project 400,000 105,513 294,487 

Pinewood Park Picnic Renovation 2,000,000 740,342 1,259,658 

Higuera Adobe Park 300,000 353 299,647 

Park Irrigation System 150,000 49,919 100,081 

2009 Finance System Upgrade 125,000 125,000 

McCarthy Blvd Landscape 550,000 51,210 498,790 

Fire Station Improvements 1,500,000 374,168 1, 125,832 

City Building Improvements 700,000 556,416 143,584 

Midtovvn Parking Garage 113,804 23,053 90,751 

MSC Facility Improvement 1,300,000 676,845 623, 155 

Police/Public Works Generator 100,000 100,000 

Public W arks/Police Building 300,000 243,225 56,775 

Sinclair UvID Improvements 60,000 21,154 38,846 

Street Resurfacing 2014 2,579,288 1,838,864 740,424 

Storm Drain System 700,000 125,522 574,478 

Fuel Tank Improvements 188,000 188,000 

Minor Storm Drain Project 216,729 137,523 79,206 

Storm Pump Station Improvements 28,590 526 28,064 

Transit Area Storm Drainage Plan 150,000 150,000 

Light Rail Median Lane 6,005,000 1,732,817 4,272,183 

Second SCVWD Water Reservoir & Pump Station 200,000 200,000 

T ASP Recycled Water Line 1,000,000 1,000,000 

Milpitas Boulevard Eastern Extension 17,000,000 3,600,000 13,400,000 

Total construction in progress $42,118,461 $16,426,597 $25,691,864 
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B. Business-Type Capital Asset Additions, Retirements and Balances 

Balance at Balance at 

June 30, 2013 Additions Transfers June 30, 2014 

Capital assets not being depreciated: 

Land $1,133,079 $1, 133,079 

Construction in progress 17,708,473 $821,403 ($12,287,007) 6,242,869 

Total capital assets not being depreciated 18,841,552 821,403 (12,287,007) 7,375,948 

Capital assets being depreciated: 

Distribution facilities 67,261,796 12,287,007 79,548,803 

Service lines 12,913,949 12,913,949 

Sewer lines 77,369,820 77,369,820 

Capacity rights 41,885,902 4,526,553 46,412,455 

Total capital assets being depreciated 199,431,467 4,526,553 12,287,007 216,245,027 

Less accumulated depreciation for: 

Distribution facilities (43,924,373) (1,293,635) (45,218,008) 

Service lines (5, 170,869) (234,944) (5,405,813) 

Sewer lines (41,267,641) ( 1,543 ,652) (42,811,293) 

Capacity rights (14,105,707) (1,353,895) (15,459,602) 

Total accumulated depreciation (104,468,590) (4,426,126) (108,894, 716) 

Net capital assets being depreciated 94,962,877 100,427 12,287,007 107,350,311 

Business-type activity capital assets, net $113,804,429 $921,830 $114,726,259 
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CITY OF MILPITAS 
Notes to Basic Financial Statements 
For the Year Ended June 30, 2014 

I NOTE 8 - CAPITAL ASSETS (Continued) I 
Business-type activities construction in progress comprised the following at June 30, 20 14: 

Total Actual 
Project Budsct Exeenditurcs 

Mnin SPS Site Improvements $2,302,000 $2, 159,795 
Minor Sewer Projects 35,000 3,470 
Sewer System Replacement I 1,500,000 20~.865 

Sewer System Replacement l,500,000 59,943 
TASP Sewer Line Replacement 5,000,000 
Pressure Reducing Valve Replacement 320,000 41, 184 
Well Upgrade Program 4,645,000 1,799,303 
Water System Seismic Improvements 6, 187,951 68 1,774 
Ayer Reservoir & Pump Station lmprovernc:nts 1,050,000 658,802 
Water System Replacement 08-09 700,000 I 18,675 
Hydrant Replacement 170,000 621 
Minor Water Projects 95,000 8, 10fi 
Turnout Improvements 150,000 
Water Meter Replacement 75,000 26,932 
Cathodic Protection I 725,000 469,733 
Minor Water Projects 150,000 754 
Abel Street Pipeline Extension 350,000 329 
Dempsey Road Water Line Replacement 500,000 8,383 
Water Supply Blending Study 100,000 

Total construction in progress $25,554,95 1 $6,242,869 
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Unexpended 
Budget 

$142,205 
31,530 

1,295, 135 
J,440,057 
5,000,000 

278,816 
2,845,697 
5,506, 177 

391,198 
581,325 
169,379 
86,694 

150,000 
48,068 

255,267 
l49,246 
349,671 
491,6 17 
100,000 

$19,312,082 



I NOTE 8 - CAPITAL ASSETS (Continued) 

C. Terrace Gardens, Inc. 's Capital Assets 

The following is a summary of Terrace Gardens Inc's changes in capital assets for the fiscal year ended 
December 31, 2013: 

Balance Balance 

December 31, 2012 Additions December 3 2013 

Capital assets not being depreciated: 

Land $1,565,277 $1,565,277 

Construction in Progress 17, 132 $29,526 46,658 

Total capital assets not being depreciated 1,582,409 29,526 1,611,935 

Capital assets being depreciated: 

Buildings 11,530,679 29,601 11,560,280 

Furniture 208,087 62, 191 270,278 

Office equipment 65,096 65,096 

Improvements 2,142,288 261,605 2,403,893 

Total capital assets being depreciated 13,946,150 353,397 14,299,547 

Less accumulated depreciation (6,267, 187) (377,832) (6,645,019) 

Net capital assets being depreciated 7,678,963 (24,435) 7,654,528 

Total capital assets, net $9,261,372 $5,091 $9,266,463 

66 



D. Depreciation Allocation 

Depreciation expense is charged to functions and programs based on their usage of the related assets. The 
amounts allocated to each function or program are as follows: 

Governmental Activities: 

General Government 

Public Works 

Parks and Recreation 

Police 

Fire 

Internal Service Fund 

Total Governmental Activities 

Water Utility 

Sewer Utility 

Activities: 

Total tsm~rnrn::ss- Activities 

Discretely Presented Component Unit: 

Terrace Gardens, Inc. 

E. Sewer Treatment Capacity Rights 

$4,254,349 

8,478,974 

838,096 

843,352 

350,059 

799,685 

$15,564,515 

$1,528,579 

2,897,547 

$4,426,126 

$377,832 

The City has a contract with the San Jose/Santa Clara Wastewater Treatment Plant, known as the Water 
Pollution Control Plant (WPCP), which gives Milpitas and other tributary agencies rights to a percentage 
of the capacity of their sewage treatment facilities. The contract terminates in 2031 and requires the City 
to pay its share of operations, capital expenses and debt service on the treatment plant. The City also pays 
capital costs based on allocated flow capacity rights of 14.25 million gallons per day or about 7.638% of 
the total plant capacity. The City has capitalized its share in the amount of $46,412,455. The operation 
and maintenance costs are calculated based upon actual sewage flow and strengths. In fiscal year 2014 the 
City's operation and maintenance share was approximately 6.454% of the total WPCP operations. 
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The City generally incurs long-term debt to finance projects or purchase assets which will have useful lives 
equal to or greater than the related debt. 

A. Current Year Transactions and Balances 

The City's debt issues and transactions are summarized below and discussed in detail thereafter. 

Governmental Activity Debt: 

Purchase Agreement 
with Mission West Properties 
0%, due February 15, 2016 

Cisco Phone System Capital Lease 
0.620%, due September 18, 2016 

Total Governmental Activity Debt 

Business-type Activity Debt: 

Sewer Certificates of Participation, 2006 Series A 

Original Balance Balance 
Issue Amount June 30, 2013 Retirements June 30, 2014 

$21,780,000 $9,828,464 $3,828,464 $6,000,000 

480,302 359,636 85,686 273,950 

$22,260,302 $10, 188, 100 $3,914, 150 $6,273,950 

3.4% - 4.20%, due November 1, 2026 $9,535,000 $7,315,000 $405,000 $6,910,000 

$6,910,000 Total Business-type Activity Debt $9,535,000 $7,315,000 $405,000 

B. Mission West Purchase Agreement 

Current 
Portion 

$3,000,000 

88,442 

$3,088,442 

$420,000 

$420,000 

In February 2011, the former Redevelopment Agency entered into an Agreement with Mission West 
Properties to purchase 10.89 acres of land in three parcels for $21,780,000 in the Milpitas Redevelopment 
Project Area No. 1 to be used as open space. The Agency assigned the Agreement to the Economic 
Development Corporation in March 2011. A down payment of $3 million was due on or before December 
31, 2011. The remaining balance does not bear interest and is due in four annual installments of $3 million 
and one final installment. The purchase is to be funded by park in lieu fees collected by the City on certain 
land parcels as specified in the Agreement. The City agrees to transfer the park in lieu fees to the 
Corporation as they are collected and the Corporation agrees to pay the same amount to the seller in 
addition to the annual installments to reduce the outstanding balance of the purchase price. The fifth 
installment payment is contingent upon the City's receipt of the park in-lieu fees. On the fifth anniversary 
of the effective date of the Agreement, if the City has not received any park in lieu fees from one of the 
parcels, the Corporation is to pay $3 million. However, if on the fifth anniversary the City has not received 
any park in lieu fees from two of the parcels, the Corporation need not pay the remaining balance of $3.78 
million until the City collects and transfers the park in lieu fees to the Corporation. In fiscal year 2014, 
$828,464 in park in-lieu fees were received and paid to Mission West Properties, and park in-lieu fees paid 
to Mission West Properties to date total $3.78 million. 

As discussed in Note 17, pursuant to the terms of a settlement agreement between the City, Economic 
Development Corporation, Housing Authority, Santa Clara County Auditor-Controller, State Controller 
and other parties, the property was conveyed to the City, and the City assumed the Purchase Agreement 
from the Corporation. 
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c. 

E. 

F. 

Cisco System Capital Lease 

In September 2012, the City entered into a purchase agreement in the amount of $480,302 at 0.62% interest 
with Key Government Finance, Inc. to finance the purchase and installation of the City's phone system. 
Principal and interest payments of $97 ,252 are due each September 18 through 2016. 

Sewer Certificates of Participation, 2006 Series A 

On December 1, 2006, the Milpitas Public Financing Authority issued Certificates of Participation, 2006 
Series A (Sewer COPs), in the original principal amount of $9,535,000 to finance certain sewer facilities 
within the City. The Sewer COPs are collateralized by net revenues from the City's Sewer System 
Installment Sale Agreement. For fiscal year 2014, net revenues amounted to $5,401,688, which 
represented coverage of 7.90 over the $683,965 of debt service. In lieu of a reserve fund, the COPs are 
secured by a $695,758 surety bond issued by the :rvIBIA Insurance Corporation. Principal is payable 
annually and interest is payable semi-annually through 2027. 

Debt Service 

Annual debt service requirements are shown below: 

Governmental Activities Business-T:y~e Activities 

Year Ending Total Total Total Total 
June 30 Princi2al Interest Princi2al Interest 

2015 $3,088,442 $8,810 $420,000 $264,528 
2016 3,091,286 5,966 435,000 249,348 
2017 94,222 3,030 450,000 233,193 
2018 470,000 216,055 
2019 485,000 198,027 

2020 - 2024 2,730,000 683,843 
2025 - 2027 1,920,000 122,829 

$6,273,950 $17,806 $6,910,000 $1,967,823 

De/eased Bonds 

As of June 30, 2014, outstanding balances for defeased debt were $20,955,000 for the Redevelopment 
Agency 1997 Tax Allocation Bonds and $845,000 for the Sales Tax Revenue Bonds, Series 2000. 

Governmental fund balances represent the net current assets of each fund. Net current assets generally 
represent a fund's cash, receivables and deferred outflows ofresources, less its liabilities and deferred inflows 
of resources. Portions of a fund's balance may be restricted, committed or assigned for future expenditure. 

Net Position is measured on the full accrual basis while Fund Balance is measured on the modified accrual 
basis, as explained in Note lD. 
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A. Net Position 

Net Position is the excess of all assets and deferred outflows of resources over all liabilities and deferred 
inflows of resources. Net Position is divided into three captions. These captions apply only to Net Position, 
which is determined only for proprietary funds and at the Government-wide level, and are described below:· 

Net Investment in Capital Assets and Capacity Rights, describes the portion of Net Position which is 
represented by the current net book value of the City's capital assets and capacity rights, less the outstanding 
balance of any debt issued to fmance these assets. Net investment in Capital Assets and Capacity Rights for 
the Governmental Activities is calculated as follows: 

Total capital assets and capacity rights 
Total outstanding debt 

Net Investment in Capital Assets 

$297,978,411 
(6,273,950) 

$291,704,461 

Restricted describes the portion of Net Position which is restricted as to use by the terms and conditions of 
agreements with outside parties, governmental regulations, laws, or other restrictions which the City cannot 
unilaterally alter. These principally include developer fees received for use on capital projects and 
redevelopment funds restricted for community development activities. 

Unrestricted describes the portion of Net Position which is not restricted as to use. 

B. Fund Balances 

Governmental fund balances represent the net current assets of each fund. Net current assets generally 
represent a fund's cash, receivables and deferred outflows ofresources, less its liabilities and deferred inflows 
of resources. 

The City's fund balances are classified based on spending constraints imposed on the use of resources. For 
programs with multiple funding sources, the City prioritizes and expends funds in the following order: 
Restricted, Committed, Assigned, and Unassigned. Each category in the following hierarchy is ranked 
according to the degree of spending constraint: 

Nonspendable represents balances set aside to indicate items do not represent available, spendable resources 
even though they are a component of assets. Assets not expected to be converted to cash, such as prepaids, 
notes receivable, and property held for resale are included. However, if proceeds realized from the sale or 
collection of nonspendable assets are restricted, committed or assigned, then nonspendable amounts are 
required to be presented as a component of the applicable category. 

Restricted fund balances have external restrictions imposed by creditors, grantors, contributors, laws, 
regulations, or enabling legislation which requires the resources to be used only for a specific purpose. 
Encumbrances and nonspendable amounts subject to restrictions are included along with spendable resources. 

Committed fund balances have constraints imposed by resolution of the City Council which may be altered 
only by formal action of the City Council. Encumbrances and nonspendable amounts subject to council 
commitments are included along with spendable resources. 
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I NOTE 10 - NET POSITION AND FUND BALANCES (Continued) I 
Assigned fund balances are amounts constrained by the City's intent to be used for a specific purpose, but 
are neither restricted nor committed. Intent is expressed by the City Council or its designee and may be 
changed at the discretion of the City Council or its designee, the Finance Director. This category includes: 
encumbrances; nonspendables, when it is the City's intent to use proceeds or collections for a specific 
purpose; and residual fund balances, if any, of Special Revenue, Capital Projects and Debt Service Funds 
which have not been restricted or committed. 

Unassigned fund balance represents residual amounts that have not been restricted, committed, or assigned. 
This includes the residual General Fund balance and residual fund deficits, if any, of other governmental 
funds. 

Detailed classifications of the City's Fund Balances, as of June 30, 2014, are below: 

Major Major 

S~ecial Revenue Funds Ca~ital Projects 

Economic Street Transit Area Other 

General Development Housing Improvement Impact Fee Governmental 
Fund Balance Classifications Fund Cor12oration Authori!;l'. Fund Fund Funds Total 

Nonspendable: 

Prepaids, materials, supplies 

and deposits $679,480 $3,257 $28,393 $711,130 

Property held for resale 17,600,000 17,600,000 

Advance to other funds 5 000,000 5,000 000 

Subtotal Nonspendable 23,279 480 3 257 28 393 23l31 lll30 

Restricted for: 

Redevelopment Projects and Programs $4,093,238 4,093,238 

Street and Road Improvements 

and Maintenance $7,492,517 3,277,966 10,770,483 

Housing and community development 21,025,477 3,439,864 24,465,341 

Law enforcement services 235,540 235,540 

Solid waste reduction and services 2,024,541 2,024,541 

Assessment district services 396,735 396,735 

Hetch-Hetchy ground lease 1,680,890 1,680,890 

Park improvement projects 16,877,085 16,877,085 

Storm drain projects 2,117,327 2 117,327 

Subtotal Restricted 4 093,238 21 025 477 7 492 517 30,049 948 62,661,180 

Committed to: 

PERS stabilization 5,432 703 5 432 703 

Assigned to: 

Uninsured claims payable 2,816,694 2,816,694 

Public art projects 143,597 143,597 

Other contracts 426,246 426,246 

General government capital projects 3 415 534 II 664,810 15 080,344 

Subtotal Assigned 6,658,474 11,808 407 18,466,881 

Unassigned: 

General Fund 13,520,552 13,520,552 

Other governmental fund deficit residuals ($6,609,6432 (6,609,643) 

Subtotal Unassigned 13,520,552 {6,609,6432 6,910,909 

Total fund balances (deficit) $48,89 I ,209 $4,093,238 $21,028,734 $7 492 517 {$6,609,643) $4 I ,886, 7 48 $] 16,782,803 
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I NOTE 10 - NET POSITION AND FUND BALANCES (Continued) 

C. Minimum Fund Balance Policies 

The City's Budget Guidelines and Fiscal Policies require the City to strive to maintain the following fund 
balances: 

1) 15% of the annual operating expenditures in the General Fund's Unassigned Fund Balance for 
emergencies and unforeseen operating or capital needs. 

2) Maintain a $5 million Public Employees Retirement Rate Stabilization Reserve in the General Fund. 
This reserve may be drawn on if the required employee contribution rates exceed previous year's 
contribution rates by more than 3 % of payroll. The City Council must approve utilization of this 
reserve at the time of the budget hearing. This reserve will be replenished from unassigned fund 
balance after the 15% requirement of the operating expenditures has been met. 

3) Maintain a Storm Drain replacement reserve to replace and repair storm drain pump stations. The City 
will endeavor to set-aside $500,000 annually from the General Fund reserve for this purpose. 

4) Other reserves designated in the General Fund for investment portfolio market gain and uninsured 
claims payable will be calculated and adjusted annually at appropriate levels. 

5) Maintain working capital in the Water and Sewer Utility Enterprise Funds to provide for future capital 
projects and unanticipated emergencies, such as water main break repairs and pump station repairs. 
The City will attempt to maintain a working capital reserve of approximately 30% and 25% of the 
annual operating and maintenance expenses in the Water Utility Fund and Sewer Utility Fund, 
respectively. 

6) Maintain $2 million infrastructure replacement funds in both the Water and Sewer Utility Enterprise 
Funds. The goal is to accumulate at least $2 million a year from each utility fund to set-aside for 
replacement of infrastructure as the infrastructure reaches the end of its useful life. 

7) Maintain at least $300,000 in the Recycled Water Utility Enterprise Fund (a component of the Water 
Utility Enterprise Fund) for the purpose of infrastructure replacement and enhancement. 

8) Maintain a capital reserve in the Equipment Management Internal Service Fund to enable the timely 
replacement of vehicles and depreciable equipment as cost. The City will maintain a minimum fund 
balance of at least 3 0% of the replacement costs for equipment accounted for in this fund. 

9) Maintain a capital reserve for technological equipment replacement and will endeavor to set-aside an 
annual amount of $300,000 in the Equipment Management Internal Service Fund. 

D. Fund Balance Deficit 

The Transit Area Impact Fee Capital Projects Fund had deficit fund balance of $6,609,643. The deficit will 
be eliminated by future revenues. 
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I NOTE 10 - NET POSITION AND FUND BALANCES (Continued) 

E. Fund Balance and Net Position Restatements 

A. 

The City determined that water and sewer developer fees had been recorded in the Street Improvement 
Capital Projects Fund in prior years. The developer fees should have been recorded in the Water and 
Sewer Enterprise Funds. Beginning fund balance as of July 1, 2013 in the Street Improvement Capital 
Projects Fund has been restated and reduced in the amount of $2,296,059 and beginning net position in the 
Water and Sewer Enterprise Funds has been restated and increased in the amounts of $3 03,301 and 
$1,992,758, respectively. 

All qualified permanent and probationary employees are eligible to participate in pension plans offered by 
California Public Employees Retirement System (CALPERS), an agent multiple employer defined benefit 
nension nlan which acts as a common investment and administrative a!Zent for its narticinatinll member r - --- - - -- r '-" .1.. .1.. '-" 

employers. CALPERS provides retirement and disability benefits, annual cost of living adjustments and 
death benefits to plan members, who must be public employees and beneficiaries. The City's employees 
participate in the separate Safety (police and fire) and Miscellaneous (all other) Employee Plans. Benefit 
provisions under both Plans are established by State statute and City resolution. Benefits are based on 
years of credited service, equal to one year of full time employment. Funding contributions for both Plans 
are determined annually on an actuarial basis as of June 30 by CALPERS; the City must contribute these 
amounts. The Plans' provisions and benefits in effect at June 30, 2014, are summarized as follows: 

Hire Date Prior to April 8, 2012 After April 8, 2012 After January 1, 2013 
Benefit vesting schedule 5 years service 5 years service 5 years service 
Benefit payment monthly for life monthly for life monthly for life 
Retirement Age (range) 50 50 - 55 50 - 57 
Monthly benefits, as a% of annual salary 3% 2.4 - 3% 2.0 - 2.7% 
Required employee contribution rates 9% 9% 11.25% 
Required employer contribution rates 32.931% 32.931% 32.931 % 

Safety 

Actuarially required contributions $5,757,790 

Miscellaneous 

Hire Date Prior to October 9, 2011 After October 9, 2011 After January 1, 2013 
Benefit vesting schedule 5 years service 5 years service 5 years service 
Benefit payment monthly for life monthly for life monthly for life 
Retirement Age (range) 50 - 55 55 - 60 52- 62 
Monthly benefits, as a % of annual salary 2.0 - 2.7% 1.092- 2% 1.0 - 2% 
Required employee contribution rates 8% 7% 6.25% 
Required employer contribution rates 21.115% 21.115% 21.115% 

Miscellaneous 

Actuarially required contributions $3,328,651 
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NOTE 11 - PERS PENSION PLAN (Continued) 

CALPERS determines contribution requirements using a modification of the Entry Age Normal Cost 
Method. Under this method, the City's total normal benefit cost for each employee from date of hire to date 
ofretirement is expressed as a level percentage of the related total payroll cost. Normal benefit cost under 
this method is the level amount the City must pay annually to fund an employee's projected retirement 
benefit. This level percentage of payroll method is used to amortize any unfunded actuarial liabilities. The 
actuarial assumptions used to compute contribution requirements are also used to compute the actuarial 
accrued liabilities. The City uses the actuarially determined percentages of payroll to calculate and pay 
contributions to CALPERS. This results in no net pension obligations or unpaid contributions. Annual 
Pension Costs, representing the payment of all contributions required by CALPERS, for the last three fiscal 
years were as follows: 

Fiscal Year 
Ending 

Safety Plan 

June 30, 2012 
June 30, 2013 
June 30, 2014 

Miscellaneous Plan 

June 30, 2012 
June 30, 2013 
June 30, 2014 

Annual 
Pension 

Cost (APC) 

$5, 135,662 
5,578,503 
5,757,790 

$3,335,630 
2,968,004 
3,328,651 
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Percentage 
ofAPC 

Contributed 

100% 
100% 
100% 

100% 
100% 
100% 

Net 
Pension 

Obligation 

$0 
0 
0 

$0 
0 
0 



CALPERS uses the market related value method of valuing the Plan's assets. For the most recent actuarial 
report, as of June 30, 2012, an investment rate ofretum of 7.50% is assumed, including inflation at 2.75%. 
Annual salary increases are assumed to vary by duration of service. Changes in liability due to plan 
amendments, changes in actuarial assumptions, or changes in actuarial methods are amortized as a level 
percentage of payroll on a closed basis over twenty years. Investment gains and losses are accumulated as 
they are realized and approximately 6 percent of the net balance is amortized annually over a rolling thirty 
year period. 

The schedule of funding progress presents multi-year trend information about whether the actuarial value 
of plan assets is increasing or decreasing over time relative to the actuarial accrued liability for benefits. 
The Plans' actuarial value (which differs from market value) and funding progress over the most recent 
three years available are set forth below at their actuarial valuation date of June 30: 

Safety Plan: 

Unfunded 
Entry Age Unfunded Annual (Overfunded) 

Valuation Value of Accrued (Overfunded) Funded Covered L iab ili ty as 
Date Assets Liability Liability Ratio Payroll % of Payroll 
2010 $172,166,024 $215,540,204 $43,374, 180 79.9% $19,084,180 227.278% 
2011 181,010,553 230,193,199 49,182,646 78.6% 18,135,987 271.188% 
2012 189,083,568 242,400,943 53,317,375 78.0% 18,718,598 284.836% 

Miscellaneous Plan: 

Actuarial 
Unfunded 

Entry Age Unfunded Annual (Overfunded) 
Valuation Value of Accrued (Overfunded) Funded Covered Liability as 

Date Assets Liability Liability Ratio Payroll % of Payroll 
2010 $124,779,616 $151,572,411 $26,792,795 82.3% $20,504,290 130.669% 
2011 132,512,273 162,749,601 30,237,328 81.4% 19,964,595 151.455% 
2012 139,306,261 168,715,805 29,409,544 82.6% 15,906,633 184.889% 

Audited annual financial statements and ten-year trend information are available from CALPERS at P.O. 
Box 942709, Sacramento, CA 94229-2709. CALPERS usually reports information for each fiscal year 
seventeen months after the end of that fiscal year. 
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CALPERS has reported that the value of the net assets in the Plans held for pension benefits changed 
during the year ended June 3 0, 2012 (the most recent available) as follows: 

Safe~ Miscellaneous 

Beginning Balance 6/30/11 $181,010,553 $132,512,273 
Contributions received 7,351,373 5,096,054 
Benefits and Refunds Paid (10,347,533) (6,446,079) 
Miscellaneous Adjustments (321,962) (691,668) 
Expected Investment Earnings Credited 13,448,561 9,854,489 

Expected Actuarial Value of Assets 6/30/12 $191, 140,992 $140,325,069 

Market Value of Assets 6/30/12 $157,460,622 $116,242,962 

Actuarial Value of Assets 6/30/12 $189,083,568 $139,306,261 

Additional disclosures will be included when made available by PERS. 

B. Public Agency Retirement System 

The Omnibus Budget Reconciliation Act of 1990 (OBRA) mandates that public sector employees who are 
not members of their employer's existing retirement system as of January 1, 1992 be covered by either 
Social Security or an alternative plan. 

The City's part-time, seasonal and temporary employees are covered under the Public Agency Retirement 
System (PARS), a defined contribution plan, which requires these employees to contribute 6% and the City 
to contribute 1.5% of the employees pay plus administration costs. The City's required contributions of 
$21,779 and the employee's required contributions of $87,115 were made during the fiscal year ending 
June 30, 2014. 
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A. Deferred Compensation Plan 

City employees may defer a portion of their compensation under a City sponsored Deferred Compensation 
Plan created in accordance with Internal Revenue Code Section 457. Under this Plan, participants are not 
taxed on the deferred portion of their compensation until distributed to them; distributions may be made 
only at termination, retirement, death or in an emergency defined by the Plan. 

The laws governing deferred compensation plan assets require plan assets to be held by a Trust for the 
exclusive benefit of plan participants and their beneficiaries. Since the assets held under these plans are 
not the City's property and are not subject to City control, they have been excluded from these financial 
statements. 

The City provides postretirement health care benefits to employees who retire in good standing from the 
City after attaining the age of 50 and to certain employees who retire due to disability. As of June 30, 2014 
there were 232 participants receiving these health care benefits. 

The City joined the California Employers' Retiree Benefit Trust (CERBT), an agent multiple-employer 
plan administered by CALPERS, consisting of an aggregation of single-employer plans. The CERBT issues 
a publicly available financial report that includes financial statements and required supplementary 
information. That report may be obtained from the California Public Employees' Retirement System, 
CERBT, P.O. Box 942703, Sacramento, CA 94229-2703. 

In order to qualify for postemployment medical and dental benefits an employee must retire from the City 
and maintain enrollment in one of City's eligible health plans. In addition, there are eligibility rules and 
contribution requirements defined in the Memorandum of Understanding (MOU) with each employee 
group. In the MOUs, the Benefit Cap is defined as not more than the single medical premium rate paid by 
the City for active employees, and the Retiree Cap is 15% above the single Kaiser medical premium rate. 
The eligibility rules for each MOU are summarized below. 
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Hire/Retirement Date 

Hired prior to July 1, 1995 

Professional I 
Technical 

(PROTECH) 
Hired on or after July 1, 1995 

and retired 
on or after September 1, 2002 

Mid-
Hired prior to July 1, 1995 

Management 
and 

Confidential Hired on or after July 1, 1995 

(LIUNA) 

Hired prior to July 1, 1995 

Unrepresented 
(UNREP) Hired on or after July 1, 1995 

Retired prior to January 1 , 1990 

Retired January 1, 1990 - December 31, 1994 

Hired prior to January 1, 1995 and 
retired on or before February 20, 2007 

Hired prior to January 1, 1995 and retire after 
Fire Safety February 20, 2007 

(TAFF) 

Hired on or after January 1, 1995 and retire on 
or before February 20, 2007 

Hired on or after January 1, 1995 and 
retired after February 20, 2007 

Eligibility Rule 
(Continuous Years 

of Service) 

At least 5 

5 but less than 10 

10 but less than 15 

15 but less than 20 

At least 20 

At least 5 

5 but less than 10 

10 but less than 15 

15 but less than 20 

At least 20 

At least 5 

5 but less than 10 

10 but less than 15 

15 but less than 20 

At least 20 

NIA 

NIA 

1 but less than 10 

At least 10 

1 but less than 10 

At least 10 

1 but less than 10 

10 but less than 15 

15 but less than 20 

At least 20 

1 but less than 10 

10 but less than 15 

15 but less than 20 

At least 20 
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Citv Contribution ReQuirement 
If retirement occurred between July 1, 1990 and 
September 1, 2002: 
- Any employee only medical premium rate 

If retirement occurs after September 1, 2002: 
- Benefit cap 

Up to 25% of the benefit cap 

Up to 50% of the benefit cap 

Up to 75% of the benefit cap 

Up to 100% of the benefit cap 

Benefit cap 

Up to 25% of the benefit cap 

Up to 50% of the benefit cap 

Up to 75% of the benefit cap 

Up to 100% of the benefit cap 

Benefit cap 

Up to 25% of the benefit cap 

Up to 50% of the benefit cap 

Up to 7 5% of the benefit cap 

Up to 100% of the benefit cap 

None. However, retirees may elect to continue coverage 
on self-pay basis. Note: the City does contribute the 
required minimum CALPERS contribution ($83.30 per 
month in 2014) 

Any employee only premium 

50% of the benefit cap 

100% of the benefit cap 

Up to 50% of the lesser of the retiree cap and the 
premium rate 

Up to 100% of the lesser of the retiree cap and the 
premium rate 

Up to 25% of the benefit cap 

Up to 50% of the benefit cap 

Up to 75% of the benefit cap 

Up to 100% of the benefit cap 

25% of the lesser of the retiree cap and premium rate 

50% of the lesser of the retiree cap and premium rate 

75% of the lesser of the retiree cap and premium rate 

100% of the lesser of the retiree cap and premium rate 



I NOTE 12 - EMPLOYEE BENEFITS (Continued) 

Hire/Retirement Date 

Retired Prior to January 1 , 1989 

Police Hired prior to January 1, 1996 
(MPOA) 

Hired on or after January 1, 1996 

Hired prior to June 30, 1996 

Employee 
Association 

(MEA) 

Hired on or after June 30, 1996 

Hired prior to June 30, 1995 

Supervisors 
(MSA) 

Hired on or after June 30, 1995 and retire after 
November 27, 2007 

NIA 

At least 5 

Eligibility Rule 

(Continuous Years 
of Service) 

1 but less than 9 full years of service 

9 but less than 14 full years of service 

14 but less than 19 full years of service 

At least 19 full years of service 

At least 5 

1 but less than 10 

10 but less than 15 

15 but less than 20 

At least 20 

At least 5 

5 but less than 10 

10 but less than 15 

15 but less than 20 

At least 20 

Funding Policy and Actuarial Assumptions 

City Contribution Requirement 

None. However, retirees may elect to continue coverage 
on self-pay basis. Note: the City does contribute the 
required minimum CALPERS contribution ($83 .30 per 
month in 2014) 

If retirement occurs on or before June 30, 2003 
- Any single, medical premium rate 
If retirement occurs on or after July 1, 2003 
- up to the retiree cap 

Up to 25% of the retiree cap 

Up to 50% of the retiree cap 

Up to 75% of the retiree cap 

Up to 100% of the retiree cap 

If retirement occurs on or before July 17, 19 8 9 

-None 
If retirement occurs b1::tw1::1::n July 17,19 8 9 CJ.ml March 18, 
2003 
- Any employee only medical premium rate 
If retirement occurs after March 18, 2003 
-Benefit cap 

Up to 25% of the lowest cost employee only premium but 
no more than the lowest employee only single rate paid by 
the City 

Up to 50% of the lowest cost employee only premium 

Up to 75% of the lowest cost employee only premium 

Up to 100% of the lowest cost employee only premium 

If retirement occurs before November 27, 2007 
-Any employee only medical premium rate 
If retirement occurs on or after November 27, 2007 
-Benefit cap 

Up to 25% of the benefit cap 

Up to 50% of the benefit cap 

Up to 75% of the benefit cap 

Up to 100% of the benefit cap 

The City's policy is to prefund these benefits by accumulating assets with CERBT discussed above 
pursuant to the City's annual budget approved by Council. The annual required contribution (ARC) for the 
year ended June 30, 2014 was determined as part of a July 1, 2013 actuarial valuation using the entry age 
normal actuarial cost method. This is a projected benefit cost method, which takes into account those 
benefits that are expected to be earned in the future as well as those already accrued. The actuarial 
assumptions included (a) 7.50% investment rate of return, (b) 3.25% projected annual salary increase, and 
( c) health costs trend rates of 5 .50%-7 .00% for medical and 3 .0% for dental. The health care cost trend rate 
is the rate of change in per capita health claims costs over time as a result of factors such as medical 
inflation, utilization of healthcare services, plan design, and technological developments. 
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!NOTE 12 - ElVIPLOYEE BENEFITS (Continued) I 

Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the City and plan members) and include the types of benefits provided at the time of each 
valuation and the historical pattern of sharing of benefit costs between the City and plan members to that 
point. The actuarial methods and assumptions used include techniques that smooth the effects of short-term 
volatility in actuarial accrued liabilities and the actuarial value of assets. Actuarial calculations reflect a 
long-term perspective and actuarial valuations involve estimates of the value of reported amounts and 
assumptions about the probability of events far into the future. Actuarially determined amounts are subject 
to revision at least biannually as results are compared to past expectations and new estimates are made 
about the future. The actuarial value of assets is based upon the balance in the CERBT Trust. The City's 
OPEB unfunded actuarial accrued liability is being amortized as a level percentage of projected payroll 
using a 3 0 year amortization period on a closed basis. The actuarial study indicates that as of July 1, 2013, 
the actuarial accrued liability was estimated to be $60,933,391. 

Generally accepted accounting principles permit contributions to be treated as OPEB assets and deducted 
from the Actuarial Accrued Liability when such contributions are placed in an irrevocable trust or 
equivalent arrangement. During the fiscal year ended June 30, 2014, the City contributed the ARC of 
$3,710,039 to the Plan. As a result, the City has calculated and recorded the Net OPEB Asset/Liability, 
representing the difference between the ARC, amortization and contributions, as presented below: 

Annual required contribution 
Adjustment to annual required contribution 

Annual OPEB cost 
Contributions made 

(Decrease) increase in net OPEB obligations 

Net OPEB obligation (asset) June 30, 2013 

Net OPEB obligation (asset) June 30, 2014 

$3,710,039 
0 

3,710,039 
(3, 710,039) 

0 

0 

$0 

The actuarial accrued liability (AAL) representing the present value of future benefits, included in the 
actuarial study dated July 1, 2013, amounted to $60,933,391, The AAL is partially funded since assets have 
been transferred into CERBT. The City's prior year contributions, the current year annual required 
contribution, along with investment income, net of current year premiums reimbursed to the City, resulted in 
assets with CERBT of $31,043,576 as of June 30, 2014, which partially funds the actuarial accrued liability. 
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NOTE 12- BENEFITS (Continued) 

The Plan's annual required contributions and actual contributions for fiscal years ended June 30, 2012, 2013 
and 2014 are set forth below: 

Percentage of 
Annual NetOPEB 

Annual Actual OPEB Cost Obligation 
Fiscal Year OPEB Cost Contribution Contributed (Asset) 

June 30, 2012 $3,343,969 $3,343,969 100% $0 

June 30, 2013 3,475,268 3,475,268 100% 0 

June 30, 2014 3,710,039 3,710,039 100% 0 

The Schedule of Funding Progress presents multi-year trend information about whether the actuarial value 
of plan assets is increasing or decreasing over time relative to the actuarial accrued liability for benefits. 
Trend data from the latest available actuarial studies is presented below: 

Unfunded 
Entry Age (Overfunded) 

Actuarial Actuarial Actuarial Actuarial 
Valuation Value of Accrued Accrued 

Date Assets Liabili!Y Liabili!Y 

7/1/2009 $9,931, 187 $41,161,985 $31,230,798 
711/2011 19,032,986 48,698,709 29,665,723 
711/2013 24,778,279 60,933,391 36,155,112 

C. Accrued Vacation and Sick Leave Liabilities 

Funded 
Ratio 

24.13% 
39.08% 
40.66% 

Covered 
Payroll 

$42,390,000 
41,200,000 
35,200,000 

Unfunded 
(Overfunded) 

Actuarial 
Liability as 

Percentage of 
Covered Payroll 

73.67% 
72.00% 
102.71% 

Employees accrue vacation up to certain maximums, based on employee classification. Employees may elect 
to be paid a portion of their vacation at various times according to the applicable memorandum of 
understanding. Sick leave may be accumulated without limit. Vested sick leave may be paid upon separation 
from service in good standing and is based on a vesting schedule determined by years of service. 

The City measures and adjusts the liability for vacation and sick leave annually at its fiscal year end. During 
the year ended June 30, 2014, sick leave benefits payable increased by $247,104 and vacation benefits 
payable increased by $71,284. For all governmental funds, amounts expected to be paid out for permanent 
liquidation are recorded as fund liability; the long-term portion is recorded in the Statement of Net 
Position. 
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I NOTE 12 - EMPLOYEE BENEFITS (Continued) 

The changes of the Accrued Vacation and Sick Leave Liabilities and the al location of each liability among the 
departments are as follows: 

Accrued Vacation Sick Leave 
Governmental Business-Type Governmental Business-Type 

Activities Activities Activities Activities 

Balance as ofJune 30, 2013 $4,267,428 $203,704 $3,557,901 $161,110 
Additions 2,420,050 266,788 1,565,217 158,732 
Payments and adjustments (2,398,868) (216,686) (1,418,381) (58,464) 

Balance as ofJune 30, 2014 $4,288,610 $253,806 $3,704,737 $261,378 

General Government $465,656 $212,273 
Building 156,681 94,194 
Public Works 151,137 63,321 
Engineering and Planning 192,399 237,748 
Recreation 73,586 64,825 
Police 2,317,771 1,200,113 
Fire 873,679 1,805,824 
Water Utility $126,903 $130,689 
Sewer Utility 126,903 130,689 
Internal Service 57,701 26,439 

Total $4,288,610 $253,806 $3,704,737 $261,378 

Long-Term Portion: 
Governmental activities $3,736,435 $3,403,125 
Business-type activities $119,806 $190,806 

Total long term portions $3,736,435 $119,806 $3,403,125 $190,806 

Current Portion: 
Governmental activities $552, 175 $301,612 

Business-type activities $134,000 $70,572 
Total current portions $552,175 $134,000 $301,612 $70,572 

Accrued Vacation and Sick Leave are liquidated by the fund that has recorded the liability. The long-term 
portion of governmental activities compensated absences is liquidated primarily by the General Fund. 
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A. RiskPool 

B. 

The City participates in ABAG Plan Corporation, a non-profit public benefit corporation established to 
provide liability insurance coverage, claims and risk management, and legal defense to its participating 
members. ABAG Plan provides $5,000,000 of self-funded general liability and auto coverage and 
$25,000,000 excess liability coverage per occurrence and is responsible for paying claims in excess of the 
City's $100,000 deductible. ABAG Plan also provides $1,000,000 of employee theft coverage in excess of 
the City's $5,000 deductible, and $2,000,000 of cyber crime coverage (with various sub-limits depending 
on the type of cyber crime) in excess of the City's $50,000 deductible. ABAG Plan provides coverage for 
property damage up to $1 billion. The City retains a self-insured amount of $5,000 for each property and 
$5,000 for each vehicle per occurrence. 

During the fiscal year ended June 3 0, 2014 the City contributed $493, 109 for current year coverage. 

ABAG Plan is governed by a board consisting of representatives from member municipalities. The board 
controls the operations of .A.Bi\G Plan funding policies and approval of operating budgets, independent of 
any influence by member municipalities beyond their representation on the Board. 

The City's annual contributions to ABAG Plan are calculated based on the ratio of the City's payroll to the 
total payrolls of all entities participating in the program and the City's loss experience. Actual surpluses or 
losses are shared according to a formula developed from overall costs and spread to member entities on a 
percentage basis. 

Financial statements may be obtained from ABAG Services, P.O. Box 2050, Oakland, CA 94604-2050. 

Compensation 

The City has a commercial insurance policy which provides workers compensation coverage up to a 
maximum of $20,000,000. The City has a deductible or uninsured liability of up to $750,000 per claim for 
miscellaneous employees and $1,000,000 for public safety employees. 

C. Dental 

The City is self-insured for dental care for miscellaneous employees up to a maximum of $14,000 per 
family, based on years of service. Claims are funded on a pay-as-you-go basis. During the year ended June 
30, 2014 the City paid $612,918 in dental claims and administrative fees. Public safety employees are 
insured under various dental care insurance plans. 
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D. Liability for Uninsured Clainzs 

The City provides for the uninsured portion of claims and judgments, including a provision for claims 
incurred but not reported, when a loss is deemed probable of assertion and the amount of the loss is 
reasonably determinable. 

The City's liability for uninsured claims is limited to worker's compensation and general liability claims, 
as discussed above, and was computed as follows based on claims experience: 

2014 

Worker's General 
ComEensation Liability Total 2013 

Beginning balance $2,818,944 $601,114 $3,420,058 $3,717,884 
Liability for current fiscal year claims 543,444 492,095 1,035,539 860,951 
Increase (decrease) in estimated liability 

for prior fiscal year claims and claims 
incurred but not reported (IBNR) 1,351,015 1,670,898 3,021,913 (276,998) 

Claims paid (929,633) (180,662) (1,110,295) (881,779) 

Ending balance $3,783,770 $2,583,445 $6,367,215 $3,420,058 

Due in one year $777,789 $143,380 $921,169 $861,637 

Settlements have not exceeded insurance coverage in the past three fiscal years. 

The City, Economic Development Corporation and Housing Authority entered into a settlement agreement in 
June 2014 with the Santa Clara County Auditor-Controller, State Controller and other parties to resolve the 
dispute over cash and capital assets that had been transferred to the Economic Development Corporation prior 
to the dissolution of the former Milpitas Redevelopment Agency as discussed in Note 17. Under the terms of 
the settlement agreement, the City and Economic Development Corporation were required to return cash and 
capital assets totaling $48,330,360 to the Successor Agency and Santa Clara County Auditor-Controller. The 
Successor Agency was required to convey land and construction in progress in the amount of $98, 129 ,25 5 to 
the City. 

In addition, due to the Settlement Agreement requirement that the interest rate on the interfund advances in the 
Transit Area Development Impact Fee Capital Projects Fund (TASP loans) be limited to the rates of the Local 
Agency Investment Fund discussed in Note 4B, the City wrote off the remaining balance of interest due on the 
advances in the amount of $428,713. Unrelated to the settlement agreement, after the capital assets were 
transferred to the City, the City determined that land in the amount of $13,400,000 should be reported as 
property held for resale and transferred that balance from capital assets to the General Fund. 
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CITY OF MILPITAS 
Notes to Basic Financial Statements 
For the Year Ended June 30, 2014 

I NOTE 14-SETTLEMENT \VITH THE COUNTY AND OTHER PARTffiS (Continued) 

The transactions pursuant to the settlement agreement, reported as a Special Item in the City's financial 
statements, comprised the following: 

Cash paid to the CounLy Auditor-Controller 
Capital asset transferred to property held for resale (see Note SA) 
Adjustment to interest on T ASP loans 
Subtotal - Governmental Funds 
CapitaJ asset transferred to property held for resale (see Note 8A) 
Property transferred to the Successor Agency 
CapitaJ assets transferred from the Successor Agency 
Adjustment to interest on TASP Joans 

Special Item Reported on the Statement of Activities 

I NOTE 15 - COMMITMENTS AND CONTINGENT LIABD..ITIES 

A. Litigation 

($4 1,089,23 1) 
13,400,000 

428,713 
(27,260,518) 
(13,400,000) 

(7,241 ,129) 

98, 129,255 
(428,713) 

$49, 798,895 

The City is subject to litigation arising in the nonnal course of business. In the opinion of the City 
Attorney there is no pending litigation which is likely to have a material adverse effect on the financial 
position of the City. 

B. Federal and State Grant Programs 

The City participates in several Federal and State grant programs. These programs are subj ect to audit by 
the City' s independent accountants in accordance w ith the provisions of the federal Single Audit Act as 
amended and applicable State requirements. No cost disallowances have been proposed as a result of 
audits completed to date; however, these programs are still subject to further examination by the grantors 
and the amount, if any, of expenditures which may be disallowed by the granting agencies cannot be 
determined at this time. The City expects such amounts, if any, to be immaterial. 
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C. Encumbrances 

D. 

The City uses an encumbrance system as an extension of normal budgetary accounting for governmental 
funds. Under this system, purchase orders, contracts, and other commitments for the expenditure of monies 
are recorded in order to reserve that portion of applicable appropriations. Encumbrances outstanding at 
year-end are recorded as restricted, committed or assigned fund balance, depending on the classification of 
the resources to be used to liquidate the encumbrance, since they do not constitute expenditures or 
liabilities. Outstanding encumbrances at year-end are automatically reappropriated for the following year. 
Unencumbered and unexpended appropriations lapse at year-end. Encumbrances outstanding by fund as of 
June 30, 2014 were as follows: 

Silicon 

Major Governmental Funds: 
General Fund 
Economic Development Corporation 
Street Improvement Fund 
Transit Area Impact Fee Fund 

Non-Major Governmental Funds 

Total Encumbrances 

$426,246 
4,425 

477,112 
169,653 

2, 160,309 

$3,237,745 

In September 2010, as amended, the City entered into a Master Agreement with the Santa Clara Valley 
Transportation Authority (VTA) to define the respective rights and obligations of each party and to ensure 
future cooperation between the City and VTA in connection with the Silicon Valley Rapid Transit Program 
Berryessa Extension Project. The Project is funded in part with funds made available to VTA by the 
Federal Transit Administration, and VTA will perform all acquisition, design and construction activities 
related to the Project. 

Under the terms of the Master Agreement, VTA is entitled to reimbursement from the City's Transit Area 
Specific Plan (T ASP) developer fees for a portion of the costs related to the eastern segment of the Milpitas 
Boulevard extension. The City's reimbursement commitment for this phase of the Project is not to exceed 
$17.0 million and is repayable as the TASP developer fees become available. Although the VTA has first 
priority to the available TASP funds, the payment is subordinated to the City's existing interfund advances 
to the Transit Area Impact Fee Capital Projects Fund. 

The Milpitas Boulevard extension project began in fiscal year 2014 and the VTA has billed the City for 
project costs in the amount of $3.6 million through June 30, 2014. The Transit Area Impact Fee Capital 
Projects Fund did not have TASP funds available for the payment, therefore, the City has recorded a 
liability in the amount of $3.6 million in the Transit Area Impact Fee Capital Projects Fund as of June 30, 
2014. 
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NOTE 15 - COMMITMENTS AND CONTINGENT~~-~~~~ (Continued) 

E. South Bay Water Recycling System Facility Replacement 

As required by the Water Pollution Control Plant's National Pollutant Discharge Elimination System 
(NPDES) permit, the regional partner agencies are responsible for maintenance and operation of the South 
Bay Water Recycling System. The regional partner agencies, which includes the City of Milpitas, are also 
responsible for the planned $2 billion rehabilitation/replacement of the facility over the next thirty years. The 
City's share of the project is approximately 6.454% as discussed in Note 8E. 

F. Bay Area Water Supply and Conservation Agency Revenue Bonds 

The City contracts with the City and County of San Francisco for the purchase of water from the Hetch 
Hetchy System operated by the San Francisco Public Utilities Commission (SFPUC). The City is also a 
member of the Bay Area Water Supply and Conservation Agency (BAWSCA) which represents the interests 
of all the 24 cities and water districts, as well as tvvo private utilities, that purchase wholesale water from the 
SFPUC. 

In 2009 the City entered into a new 25 year agreement with the SFPUC that includes a minimum water 
delivery level of 5.341MGD. One of the ways that the new agreement differs from the old is in how facilities 
constructed by the SFPUC that benefit the regional customers are treated from a rate and financial 
perspective. Under the old agreement, facilities were built, capitalized, and added to the rate base with a rate 
of return (interest), and then paid for over their useful lives through wholesale rates. Under the new 
agreement, the SFPUC issues revenue bonds and the debt service (which also includes an interest component) 
is paid for through rates over the life of the bonds. 

During the transition from the old to the new contracts, one of the issues addressed was how to deal with the 
$3 70 million in assets that were still being paid for by the wholesale customers under the old agreement. The 
assets were transferred to the new agreement, assigned a life with an agreed upon rate of return of 5.13%. 
Also negotiated was a provision to allow the wholesale customers to prepay any remaining existing assets' 
unpaid principal balance without penalty or premium. This prepayment was executed through the issuance of 
bonds by BA WSCA which provide a better interest rate given the favorable rate environment. 

BA WSCA issued Revenue Bonds in the principal amount of $335,780,000 in January 2013 to prepay the 
capital cost recovery payment obligation and fund a stabilization fund. The Bonds mature in October 2034 
and are secured by surcharges to the monthly water purchase charges imposed upon the participating 
members. The Bonds are not a debt obligation of any member, and BA WSCA' s failure to pay its Bonds 
would not constitute a default by any participating member. 

Should any participating member fail to pay its share, BA WSCA will rely on the stabilization fund and will 
pursue all legal remedies to collect the shortfall from the delinquent member. In the interim, other 
participating members may have their portion adjusted to insure the continued payment of the debt service 
surcharge. 

87 



j NOTE 15 - COMMITMENTS AND CONTINGENT LIABILITIES (Continued) 

The risk of bearing the debt service expense of a defaulting member is not significantly different than the risk 
each member assumes currently for fluctuations in water purchase charges. Under the Bond indenture, 
BA WSCA maintains a stabilization fund. If surcharge revenues collected are less than needed (due to a 
member's failure to pay timely), BA WSCA uses the stabilization fund to fund the debt service deficiency, and 
increases the surcharge in the subsequent year to make up for the prior year shortfall and reimburse the 
stabilization fund account. Also, given that each participating agency's governing body adopted a Resolution 
to participate in the Bond issue, Management believes that default is generally very unlikely. 

The annual debt service surcharges are a fixed amount for each participant and are calculated by taking the 
subsequent fiscal year's debt service, multiplied by each participant's actual water purchase as a percent of 
total wholesale customer water purchases from the prior fiscal year. One-twelfth of the annual surcharge is 
included in the monthly bill from SFPUC. Because each participant's share of the debt service surcharge is 
proportional to the amount of water purchased during the prior fiscal year, the City's share of the debt service 
will fluctuate from year to year. 

The City paid its surcharge of $1,057,528 during fiscal year 2014, which is i._ncluded as a component of 
purchased water expenses in the Water Enterprise Fund. The surcharge for fiscal year 2015 is estimated to be 
$1,072,174. 

Local Improvement Districts (LIDs) are established in various parts of the City to provide improvements to 
properties located in those districts. Properties in these Districts are assessed for the cost of improvements; 
these assessments are payable over the term of the debt issued to finance the improvements and must be 
sufficient to repay this debt. The City acts solely as the collecting and paying agent for the Districts' debt 
issues below, but it has no direct or contingent liability or moral obligation for the payment of this debt, which 
is not included in the general debt of the City. The outstanding balance of each of these issues as of June 30, 
2014 is as follows: 

Fiscal PrinciEal Maturities 
Year Interest Fiscal Years Outstanding 

Issue Issued Rate Annual Amount Ended June 30, 2014 

LID # 18 Phase II 1997 6.75% $310,000 - 360,000 2015-2017 $1,005,000 
LID #18 1999 5.85% 230,000 - 285,000 2015-2019 1,280,000 

LID # 18 Refunding 1998 5.65% 695,000 2015 695,000 
LID #20 1999 5.70% 1,070,000 - 1,330,000 2015-2019 5,975,000 

Total $8,955,000 
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CITY OF MlLPITAS 
Notes to Basic Financial Statements 
For the Year Ended June 30, 2014 

I NOTE 17 - REDEVELOPMENT AGENCY DISSOLUTION AND SUCCESSOR AGENCY ACTIVITIES I 
A. REDEVELOPMENT DISSOLUTION 

In an effort to balance its budget, the State of California adopted ABx 1 26 on June 28, 2011, amended by 
AB 1484 on June 27, 2012, which suspended all new redevelopment activities except for limited specified 
activities as of that date and dissolved redevelopment agencies on January 31, 2012. 

The suspension provisions prohibited all redevelopment agencies from a wide range of activities, 
including incurring new indebtedness or obligations, entering into or modifying agreements or contracts, 
acquiring or disposing of real property, taking actions to adopt or amend redevelopment plans and other 
similar actions, except actions required by law or to carry out existing enforceable obligations, as defined 
in ABxl 26. 

ABx.L 26 and AB 1484 created three regulatory authorities, the Successor Agency Oversight Board, State 
Controller and Department of Finance (DOF), to review fonner Agency's asset transfer, obligation 
payments and w ind down activities. ABx.1 26 specifically directs the State Controller to review the 
activities of all redevelopment agencies to determine whether an asset transfer between an agency and 
any public agency occurred on or after January 1, 2011. If an asset transfer did occur and the public 
agency that received the asset is not contractually committed to a third party for the expenditure or 
encumbrance of the asset, the legislation purports to require the State Controller to order the asset 
returned to the redevelopment agency. The State Controller's Office completed its asset transfer review 
of the Milpitas Redevelopment Agency for the period from January 1, 2011 through January 31, 2012 in 
August 2012. The review resulted in a demand that the City return assets comprised of cash and 
investments, property held for resale and capital assets totaling $147,108,600 be transferred to the 
Milpitas Redevelopment Successor Agency. However, the results of the State Controller's review also 
included an incomplete list of housing assets that should have been transferred to the Housing Successor 
Agency, instead of the Milpitas Redevelopment Successor Agency. 

Subsequent to the State Controller's review, the DOF also reviewed the housing assets inventory list and 
approved a majority of the non-cash assets as Housing Assets. The assets that were approved included 
al l the housing loans that were committed to third parties, housing properties held for resale, and land 
planned for low-moderate income housing purposes. In November 2012, the DOF completed the first 
phase of the Due Diligence Review (DDR) of the Low and Moderate Housing Fund's cash balance 
available for allocation to the affected taxing entities. The City complied with the DOF's determination 
by transmitting the payment of $6,582,557 to the County Auditor-Controller in November 2012. 

The City returned property held for resale of $374,253 to the Agency's Housing Reserve Special 
Revenue Fund and $1,800,000 to the Redevelopment Capital Projects Fund, and $6,988,800 to the 
Successor Agency, but due to the conflicting orders of the State Controller and DOF and also to protect 
the Milpitas ent it ies interest, the City opted to wait for the completion of the second phase of the DDR of 
the non·housing cash balance to detennine the amount of the remaining assets that should be transferred 
to the Milpitas Successor Agency. Therefore, additional adjustments resulting from the State 
Controller's review were not reflected in the Redevelopment Agency's balances as of January 31, 2012. 
See Note 17F for the resolution of adjustments. 
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Effective January 31, 2012, the Redevelopment Agency was dissolved. Certain assets of the 
Redevelopment Agency Housing Reserve Fund were distributed to a Housing Successor; and all 
remaining Redevelopment Agency assets and liabilities were distributed to a Successor Agency. 

Under the provisions of AB 1484, the City can elect to become the Housing Successor and retain the 
housing assets. The City's Housing Authority elected to become the Housing Successor and on February 
1, 2012, certain housing assets were transferred to the City's Housing Authority Special Revenue Fund. 

The City also elected to become the Successor Agency and on February 1, 2012 the Redevelopment 
Agency's remaining assets were distributed to and liabilities were assumed by the Successor Agency. 
ABxl 26 requires the establishment of an Oversight Board to oversee the activities of the Successor 
Agency and one was established on March 26, 2012. The activities of the Successor Agency are subject 
to review and approval of the Oversight Board, which is comprised of seven members, including one 
member of City Council and one former Redevelopment Agency employee appointed by the Mayor. 

The activities of the Housing Successor are reported in the Housing Authority Special Revenue Fund as 
the City has control of those assets, which may be used in accordance with the low and moderate income 
housing provisions of California Redevelopment Law. 

The activities of the Successor Agency are reported in the Successor Agency to the Redevelopment 
Agency Private-Purpose Trust Fund as the activities are under the control of the Oversight Board. The 
City provides administrative services to the Successor Agency to wind down the affairs of the former 
Redevelopment Agency. 

Cash and investments of the Successor Agency as of June 30, 2014 are discussed in Note 3 above. 
Information presented in the following footnotes represents other assets and liabilities of the Successor 
Agency as of June 3 0, 2014. 

B. PROPERTY HELD FOR RESALE OR REDEVELOPMENT 

In August 2000, the Agency purchased land from the Santa Clara Valley Transportation Authority in the 
amount of $6,988,800 which is being held for future development projects. Pursuant to the settlement 
agreement discussed in Note 17F, the City conveyed four parcels to the Successor Agency in fiscal year 
2014, which are held for future sale. 

As of June 30, 2014, property totaling $18,028,814 is held by the Successor Agency. 
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C DEVELOPMENT AGREEMENTS 

The Successor Agency assumed the obligations of the Redevelopment Agency's Disposition and 
Development Agreements as follows: 

1. Installment Purchase Agreement 

The Redevelopment Agency agreed to purchase two parcels of land comprising thirty-five acres 
surrounding the County Correctional Facility for $57,750,000 in cash and $135,000,000 payable 
over eighteen years at no interest. 

The Agency also agreed to re-sell this land to developers for a total of $57, 750,000, of which 
$40,000,000 was received in fiscal 2005 and the remainder was received on the close of escrow 
on the second parcel in fiscal 2006. The Agency's intent in purchasing this land was to 
simultaneously re-sell it for development. 

In addition, starting in 2024 the Agency is required to pay the County the greater of $2,000,000 
or 50% of the sales tax revenue arising out of sales originating on certain properties that are in 
the Midtown Area, but not to exceed $5,000,000 annually, until the earlier of either June 30, 
203 8, the date that tax increment revenue allocated to the Agency has reached its limit; or the 
termination of the Redevelopment Plan. 

2. County of Santa Clara 

In August 2006, the Agency entered into a Disposition and Development Agreement with the 
County of Santa Clara to construct a health center and a public parking garage. Under the terms 
of the Agreement, the Agency sold a parcel of land to the County for the construction of the 
health center for $1,862,360. In addition, the Agency entered into a Ground Lease Agreement to 
lease a parcel of land to the County for 7 5 years for constructing and operating a public parking 
garage adjacent to the health center site. The Agency constructed certain public off-site 
improvements in the area, including underground utilities, roadway improvements and 
streetscape improvements. 

91 



3. Sun Power Corporation 

In February 2011, the Agency entered into a Financing Agreement with SunPower Corporation 
to reimburse the Corporation for the acquisition and installation of capital equipment for the 
purpose of producing SunPower solar panels. The Corporation intends to contract with 
Flextronics Americas to receive shipments of specialized manufacturing equipment and to install 
and operate the equipment for an initial period of five years and hire and continually employ at 
least 80 new employees (employment goal). Under the terms of the Agreement, the Agency will 
reimburse the Corporation $700,000 after receiving documentation of achieving the employment 
goal and confirming the applicable equipment was installed. The Agency also committed to 
reimburse the Corporation an additional $200,000 per year over a four year period ending on 
January 1, 2014, if the Corporation continues to meet the manufacturing and employment 
obligations and has unreimbursed capital equipment and facilities improvement costs. The 
funding will be incrementally forgiven so long as the Corporation does not cease its relationship 
with Flextronics Americas or stop using the site for industrial/manufacturing purposes on or 
before January 1, 2014, but the remaining balance is payable if the Corporation does cease the 
activities as noted. The agreement terminates January 1, 2016. The Successor Agency expended 
$700,000 under the agreement during the year ended June 30, 2012, $400,000 under the 
agreement during the year ended June 30, 2013, and $200,000 under the agreement during the 
year ended June 30, 2014, which was recorded as a conditional grant, therefore the balance of the 
loan was offset with an equal allowance for forgiveness of the loan. The Corporation fulfilled a 
portion of the agreement and $1,100,000 was forgiven during fiscal year 2014. 

Although the terms of the Agreement called for four annual payments to the Corporation, the 
final payment of $200,000 remains outstanding, because the Oversight Board did not approve 
making the payment. The Oversight Board denied the payment, because the Agreement indicates 
the term of the payments to the Corporation ended on January 1, 2014, although delays in the 
start of the project delayed the initial payment under the agreement, the terms had not been 
amended. 

D. CAPITAL ASSETS 

All capital assets are valued at historical cost or estimated historical cost if actual historical cost is not 
available. Contributed capital assets are valued at their estimated fair market value on the date 
contributed. The Successor Agency's policy is to capitalize all assets with costs exceeding certain 
minimum thresholds and with useful lives exceeding two years. 

Pursuant to the terms of the settlement agreement discussed in Note l 7F below, during fiscal year 2014, 
the Successor Agency transferred land of $19,595,999 and construction in progress of $78,533,256 to the 
City. 
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E. LONG-TERM OBLIGATIONS 

1. Current Year Transactions and Balances 

The Successor Agency's debt issues and transactions are summarized below and discussed in detail 
thereafter. 

Balance Balance Current 
June 30, 2013 Retirements June 30, 2014 Portion 

2003 Tax Allocation Bonds 
2%-5.25%, due September 1, 2032 $157,935,000 $5,825,000 $152, 110,000 $6,120,000 

Installment Purchase Agreement 
with the County of Santa Clara 
due June 30, 2023 28,427,885 3,223,045 25,204,840 3,069,566 

Successor Agency Loan 
Purchase and Sale Agreement 

with the City of Milpitas 9,472,571 9,472,571 

Total $195,835,456 $18,520,616 $177,314,840 $9,189,566 

2. 2003 Redevelopment Agency Tax Allocation Bonds 

In November 2003, the Agency issued Tax Allocation Bonds in the original principal amount of 
$200,000,000 to advance refund and defease the outstanding 1997 and 2000 Tax Allocation 
Bonds, and to provide financing for various redevelopment projects. The Bonds are secured by 
the Agency's Tax Increment Revenue. In lieu of a reserve fund, the 2003 Bonds also are secured 
by a $13,687,858 surety bond issued by Municipal Bond Investors Assurance Corporation. 
Principal is payable annually and the interest is payable semi-annually through 2033. 

The pledge of all future tax increment revenue (housing and non-housing revenue) ends upon 
repayment of the $223,875,436 remaining debt service on the bonds which is scheduled to occur 
in fiscal year 2033. Projected non-housing revenues are expected to provide coverage over debt 
service of 1.58 over the life of the bonds. Projected revenues for the low and moderate income 
housing set-aside amounts required to be deposited into the Agency's Housing Reserve Special 
Revenue Fund (housing revenue) were expected to provide coverage over debt service of 13. 79 
over the life of the bonds. With the dissolution of the Redevelopment Agency discussed above, 
Tax Increment is no longer distributed and housing set-aside amounts are no longer required, and 
instead the Successor Agency receives payments from the County's Redevelopment Property Tax 
Trust Fund (RPTTF) that are to be used to fund debt service on the Bonds, with no distinction 
between housing and non-housing revenues. The Successor Agency only receives the funds 
necessary to fulfill its approved obligations. In fiscal year 2014, total tax increment calculated 
and available for distribution by the County Auditor-Controller was $40,418,284 and the total 
received by the Successor Agency was $19,088,300. The tax increment available for distribution 
represented coverage of 298% of the $13,538,234 of debt service. 
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3. Installment Purcltase Agreement with the County of Santa Clara 

The Redevelopment Agency has a non-interest bearing Installment Purchase Agreement with the 
County of Santa Clara in the original principal amount of $135,000,000, as mentioned in Note 
l 7C(l) above. As discussed in Note l 7C (1), under the Agreement, the City purchased two 
parcels of land that were later sold to developers. The amount due under the Agreement does not 
bear interest and is payable annually through 2023. The Successor Agency has therefore 
recorded a liability of $25,204,840 at June 30, 2014, representing the present value of future 
payments due under this Agreement. 

4. Loans From the City 

On September 7, 2004, the Agency entered into an Agreement with the City for the purchase of 
eight parcels of land which are located in the Project Area. However, the terms of the purchase 
were not finalized until August 21, 2007 under the First Amendment to Agreement of Purchase 
and Sale. Under the terms of the Amended Agreement, the purchase price of the parcels was 
$20,455,191. The advance from the General Fund to the Redevelopment Project Capital Projects 
Fund was due on September 7, 2044 and bore simple interest of 10% annually. The balance of 
the advance, including principal and accrued interest, was $21,670,757 as of January 31, 2012. 

The loan had previously been reported as an interfund advance between the City and 
Redevelopment Agency, but with the transfer of the Redevelopment Agency's liabilities to the 
Successor Agency, the advance was reported as long-term debt of the Successor Agency. The 
loan was originally required to be repaid by September 7, 2044, however repayment was 
contingent upon the Successor Agency receiving a Finding of Completion, as defined in Health 
and Safety Code Section 34179.6. After the Successor Agency receives a Finding of Completion, 
and under the provisions of Health and Safety Code Section 34191.4(b)(2)(A), the loan can be 
repaid by the Successor Agency. However, the Successor Agency must apply for approval of the 
loan by the Oversight Board including a finding that the loan was for legitimate redevelopment 
purposes. If the Oversight Board finds that the loan is an enforceable obligation, the loan is to be 
repaid in accordance with a defined schedule over a reasonable term of years. Repayment could 
not begin prior to fiscal year 2014 and the maximum annual repayment amount was limited based 
on calculations in the Code Section. In addition, the interest rate on the loan was limited to the 
Local Agency Investment Fund interest rate calculated from the inception of the loan. Therefore, 
the loan balance was adjusted in fiscal year 2012 to reflect the revised interest rate. Pursuant to 
the terms of the settlement agreement discussed in Note l 7F below, the Successor Agency 
conveyed the eight parcels of land to the City and the City forgave the balance of the loan in the 
amount of $9,472,571. 
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CITY OF MILPITAS 
Notes to Basic Financial Statements 
For the Year Ended June 30, 2014 

NOTE 17 - REDEVELOPMENT AGENCY DISSOLUTION AND SUCCESSOR AGENCY ACTMTIES 
(Continued) 

During fiscal year 2011 the Housing Reserve Special Revenue Fund advanced $6,800,000 to the 
Redevelopment Project Capital Projects Fund for the purchase of a land parcel. The advance was 
due on April L 7, 2037 and bore simple interest of 5% annually. The balance of the advance, 
including principal and accrued interest, was $7,094,356 as of January 3 1, 2012. The loan had 
previously been reported as an interfund advance within the Redevelopment Agency. However, 
with the transfer of the associated liability to the Successor Agency, the loan is now payable to 
the Housing Successor to the Agency's housing activities which is the Milpitas Housing 
Authority, and repayment of the Joan is also based upon whether the Successor Agency to the 
Redevelopment Agency receives a Finding of Completion as discussed above. The interest rate 
on the loan is also limited to the Local Agency Investment Fund interest rate calculated from the 
inception of the loan. Therefore the loan balance was adjusted to reflect the revised interest rate. 
However, this loan was not deemed an enforceable obligation by the State Department of 
Finance, and the St1ccessor Agency would not record a liability for this loan until it was approved 
as an enforceable obligation. The State Department of Finance continues to deny that the loan is 
an enforceflble obligation, and during fiscal year 2014 the City detenn ined that it will no longer 
pursue collection of the balance of $6,891,392. 

5, Debt Service .Requireme11ts 

Debt service requirements are shown below for all long-term debt: 

Year Ending June 30 PrinciEal Interest 

2015 $9, 189,566 $9,345,042 
2016 9,348,396 9,177,587 
2017 9,529,187 8,987,546 
201 8 9,73 l ,607 8,765,651 
201 9 10,485,408 9,005,307 

2020-2024 54, 180,676 37, 152,377 
2025-2029 50,330,000 12,016,158 
2030-2033 241520,000 2,110,928 

$17713 14,840 $96,560,596 

F. STATE ASSET TRANSFER REVIEW, DEMAND FOR RETURN OF ASSETS, STANDSTILL 
A GREEMENT AND SETTLEMENT AGREEMENT 

The activities of the fonner Redevelopment Agency and the Successor Agency were subject to 
examination by the State of California and the State Controller 's Office conducted a review of the 
propriety of asset transfers between the former Redevelopment Agency or the Successor Agency and any 
public agency that occuned on or after January 1, 2011. The review resulted in a demand that the City 
return certain assets to the Redevelopment Agency and as discussed in Note 17 A, some of the assets were 
returned and others remain in the possession of the Economic Development Corporation. It is the City's 
position that the funds were legally placed with the Economic Development Corporation at the time of 
the transfer and are not subject to clawback. Therefore, assets totaling $54,854,616, comprised of 
current assets of $31,485,664 and capital assets of $23,368,952, remained with the Economic 
Development Corporation as of June 30, 2013. 
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NOTE 17 - REDEVELOPMENT AGENCY DISSOLUTION AND SUCCESSOR AGENCY ACTIVITIES 
(Continued) 

On February 25, 2013, the City, the Corporation and the Successor Agency executed a Standstill 
Agreement to preserve the assets of the former Redevelopment Agency that had been transferred to the 
Corporation and to the City. Under the Agreement, the Corporation agrees that it will not transfer, sell or 
convey any of the property conveyed by the Agency or purchased with assets transferred from the 
Agency, refrain from incurring new financial obligations and satisfy only its specific outstanding 
obligations and contracts that are listed in the Agreement, including the payments required for the 
Mission West Purchase Agreement discussed in Note 9B. Under the Agreement, the City agreed that it 
would not transfer, sell or convey any of the capital assets or property held for resale conveyed by the 
former Agency, that the General Fund will reimburse the Successor Agency for any Corporation 
payments on the contracts listed in the Agreement if a final judicial determination holds that the transfer 
was invalid or the obligation should not have been paid from Corporation funds, except for the Mission 
West Purchase Agreement. In the event there was a final judicial decision that the transfers to the City 
and/or Corporation were invalid and subject to the "clawback" provisions of AB1484, the City and 
Corporation agreed to return the assets to the Successor Agency. 

As noted above, the City was awaiting the results of a Due Diligence Review (DDR) to determine the 
amount of the remaining assets that should be transferred to the Milpitas Successor Agency. The DDR 
indicated assets totaling $31,877,702 were to be returned, but that amount was later adjusted by the State 
Department of Finance to $38,775,908. The City disputed the results of the DDR and the City filed suit 
against the County of Santa Clara and the State of California, claiming amongst other things, the 
unconstitutionality or other unlawfulness of the State legislation under which the State made its DDR 
orders. The County and State filed responses to the City's complaint. The two cases were coordinated 
and preceded to a hearing on February 28, 2014. There has not been a final judicial or administrative 
determination regarding the legality of the retroactive provisions of ABx 1 26 and AB 1484. 

The City, Economic Development Corporation, Housing Authority, Santa Clara County Auditor­
Controller, State Controller and other parties entered into a settlement agreement in June 2014 to resolve 
the matters discussed above. Under the terms of the settlement agreement, the City and Economic 
Development Corporation were required to return cash and capital assets totaling $48,330,360 to the 
Successor Agency and the Santa Clara County Auditor-Controller. The Successor Agency was required 
to convey land and construction in progress in the amount of $98,129,255 to the City. In addition, with 
the conveyance of certain parcels of land to the City, the City forgave the balance of the Purchase and 
Sale Agreement in the amount of $9,472,571. 

The transactions pursuant to the settlement agreement have been reported as a Special Item in the 
Successor Agency's Statement of Changes in Fiduciary Net Position, which was comprised of the 
following: 

Capital assets transferred from the City 

Capital assets transferred to the City 

Loan for the Purchase and Sale Agreement forgiven 

Special Item Reported on the Successor Agency's Statement 
of Changes in Fiduciary Net Position 
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$7,241,129 

(98,129,255) 

9,472,571 

($81,415,555) 



G. COMMITMENTS AND CONTINGENCIES 

1. State Approval of Enforceable Obligations 

2. 

The Successor Agency prepares a Recognized Obligation Payment Schedule (ROPS) semi­
annually that contains all proposed expenditures for the subsequent six-month period. The ROPS 
is subject to the review and approval of the Oversight Board as well as the State Department of 
Finance. Although the State Department of Finance may not question items included on the 
ROPS in one period, they may question the same items in a future period and disallow associated 
activities. The amount, if any, of current obligations that may be denied by the State Department 
of Finance cannot be determined at this time. The City expects such amounts, if any, to be 
immaterial. 

In fiscal year 2013, the City filed suit against the County of Santa Clara and the State of 
California, claiming amongst other things, the unconstitutionality or other unlawfulness of the 
State legislation under which the State made its DDR orders. As discussed in Note 17F, the two 
cases were settled in June 2014 with a settlement agreement executed between the City, 
Economic Development Corporation, Housing Authority, Santa Clara County Auditor­
Controller, State Controller and other parties. 

Under the agreement, the Successor Agency and the County will jointly prepare and submit the 
long range property management plan ("LRP:MP") to the Oversight Board for review and 
approval, all pursuant to Health and Safety Code section 34191.5. The Successor Agency and 
County intend and will work together to present this plan to the Oversight Board not later than 
ninety business days following the Successor Agency's receipt of the Finding of Completion. The 
Successor Agency received a Finding of Completion on June 27, 2014. 
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NON-MAJOR GOVERNMENTAL FUNDS 

SPECIAL REVENUE FUNDS: 

GAS TAX FUND 

Established to account for the City's share of state gasoline taxes which are restricted for use on construction and 
maintenance of the street system in Milpitas. 

HOUSING AND COMMUNITY DEVELOPMENT FUND 

Established to account for community development block grants and expenditures. 

LAW ENFORCEMENT SERVICES FUND 

Established to account for the proceeds from Federal and State asset seizures. This fund also accounts for the 
Supplemental Law Enforcement Services grant, Local Law Enforcement Block grant, Justice Assistance grant and 
expenditures. These funds must be used only for specified law enforcement purposes. 

SOLID WASTE REDUCTION AND SERVICES FUND 

Established to account for landfill tipping fees allocated by Santa Clara County. The County allocates a fee of $1 
per ton to each City to be used in relation to the State of California Waste Reduction Act. Revenue is used for the 
implementation of waste reduction programs to meet the State required landfill deposits percentage reduction. The 
fund also accounts for special charges built into garbage rates specifically for community promotions and household 
hazardous waste activities. 

LIGHTING AND LANDSCAPE MAINTENANCE DISTRICT FUND 

Established to account for assessments collected within the district. Revenue is used for servicing and maintaining 
the public landscaping and additional lighting for the district. 

COMMUNITY FACILITIES DISTRICT FUND 

Established to account for assessments collected within the district. Revenue is used for providing City services for 
the district. 

HETCH-HETCHY GROUND LEASE FUND 

Established to account for the lease payment to the City and County of San Francisco for the pennitted use of the 
Hetch-Hetchy land. 

CAPITAL PROJECTS FUNDS: 

PUBLIC ART FUND 

Established to account for the acquisition and installation of public art. Financing provided by a percentage of 
eligible project expenditures within the City's Annual Capital Improvement Program. 

PARK IMPROVEMENT FUND 

Established to account for the construction and maintenance of City parks. A special park improvement fee is 
imposed on developments to provide financing. 

GENERAL GOVERNMENT FUND 

Established to account for the construction and maintenance of general government projects. Financing provided 
by the General Fund. 

STORM DRAIN DEVELOPMENT FUND 

Established to account for the construction and maintenance of storm drain projects. A special storm drain fee is 
imposed on developments to provide financing. 





CITY OF l\HLPITAS 
NON-MAJOR GOVERNMENTAL FUNDS 

COl\ffiINlNGBALANCESfIEETS 
JUNE 30, 2014 

SPECIAL REVENUE FUNDS 

Housing and Law Solid Waste 
Community Enforcement Reduction and 

Gas Tax Development Services Services 

ASSETS 

Cash and investments available for operations $3,059,815 $146,307 $459,537 $1,997,534 
Receivables: 

Accounts 88,644 
Due from other governments 212,481 66,997 
Interest 5,670 301 626 3,690 

Loans receivable 3,279,005 
Prepaids, materials, supplies and deposits 1,130 25,400 1,813 

Total Assets $3,277,966 $3,493,740 $485,563 $2,091,681 

LIABILITIES 

Accounts payable $52,514 $120,015 $37,151 
Accrued payroll 232 3,993 
Unearned revenue 104,608 5,022 
Refundable deposits 19,161 

Total Liabilities 52,746 224,623 65,327 

FUND BALANCE 

Fund Balances: 
Nonspendable 1,130 25,400 1,813 
Restricted $3,277,966 3,439,864 235,540 2,024,541 
Assigned 

Total Fund Balances 3,277,966 3,440,994 260,940 2,026,354 

Total Liabilities and Fund Balances $3,277,966 $3,493,740 $485,563 $2,091,681 

100 

Lighting and 
Landscape 

Maintenance 
District 

$223,458 

415 

50 

$223,923 

$56,333 
6,432 

62,765 

50 
161, 108 

161,158 

$223,923 



SPECIAL REVENUE FUNDS 

Community 
Facilities 
District 

$285,747 

4,680 
534 

$290,961 

$40,574 
14,760 

55,334 

235,627 

235,627 

$290,961 

Hetch-Hetchy 
Ground 
Lease 

$1,680,138 

752 

$1,680,890 

$1,680,890 

1,680,890 

$1,680,890 

Public 
Art 

$143,331 

266 

$143,597 

$143,597 

143,597 

$143,597 

CAPITAL PROJECTS FUNDS 

Park 
hnprovement 

$17,094,380 

31,633 

$17,126,013 

$244,441 
4,487 

248,928 

16,877,085 

16,877,085 

$17,126,013 
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General 
Government 

Project 

$12,136,107 

25,421 

$12,161,528 

$485,077 
11,641 

496,718 

11,664,810 

11,664,810 

$12,161,528 

Storm 
Drain 

Development 

$2, 122,897 

3,933 

$2, 126,830 

$9,447 
56 

9,503 

2, 117,327 

2, 117,327 

$2,126,830 

Total 
Nonmajor 

Governmental 
Funds 

$39,349,251 

88,644 
284, 158 

73,241 
3,279,005 

28,393 

$43, 102,692 

$1,045,552 
41,601 

109,630 
161 

1,215,944 

28,393 
30,049,948 
11,808,407 

41,886,748 

$43,102,692 



CITY OF lviILPIT AS 
NON-MAJOR GOVERNMENTAL FUNDS 

CO:MBINJNG STATEMENTS OF REVENUES, EXPENDITURES 
AND CHAi'JGES IN FUND BALANCES 
FOR THE YEAR ENDED JUNE 30, 2014 

SPECIAL REVENUE FUNDS 

Lighting and 
Housing& Solid Waste Landscape 
Community Law Enforcement Reduction and Maintenance 

Gas Tax DeveloEment Services Services District 
REVENUES: 

Property taxes 
Other taxes $454,277 $310,154 
Use of money and property $17,496 $2,064 $2,356 12,379 1,362 
Intergovernmental 2,242,995 370,862 136,025 168,105 
Charges for services 324,674 
Developer contributions 
Other 150 4,750 

Total Revenues 2,260,491 373,076 138,381 964,185 311,516 

EXPENDITURES: 
Current: 

General Government 24,999 20,711 
Public Works 558,391 209,556 
Engineering and Planning 367,081 
Police 94,579 

Capital outlay A,., () ,t A 
'+.J,/'+V 

Total Expenditures 392,080 138,519 579,102 209,556 

EXCESS (DEFICIENCY) OF REVENUES 
OVER EXPENDITURES 2,260,491 ~19,0042 ~138} 385,083 101,960 

OTHER FINANCING SOURCES (USES) 
Transfers in 
Transfers (out) (1,700,000) ~256,917) ~410,000) 

Total Other Financing Sources (Uses) (1,700,000) ~256,917) ~410,000) 

Net change in fund balances before special items 560,491 (19,004) (138) 128,166 (308,040) 

Special items 

NET CHANGE IN FUND BALANCES 560,491 (19,004) (138) 128, 166 (308,040) 

Fund balances at beginning of year 2,717,475 3,459,998 261,078 1,898, 188 469,198 

FUND BALANCES AT END OF YEAR $3,277,966 $3,440,994 $260,940 $2,026,354 $161,158 
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SPECIAL REVENUE FUNDS CAPITAL PROJECTS FUNDS 

Total 
Community Hetch-Hetchy General Storm Nonmajor 

Facilities Ground Public Park Government Drain Governmental 
District Lease Art Improvement Project Development Funds 

$431,970 $1,196,401 
1,570 $23,877 $1,569 $157,726 $121,060 $13,808 355,267 

70,000 79,288 3,067,275 
28 324,702 

1,801,884 647,295 2,449, 179 
12,000 16,900 

433,540 23,877 13,597 2,029,610 200,348 661,103 7,409,724 

5,821 29,366 134,804 215,701 
647,377 14,348 15,687 1,445,359 

367,081 
94,579 

1,325,192 3,301,139 102,781 4,773,052 

653,198 29,366 134,804 1,325,192 3,315,487 118,468 6,895,772 

(219,658) (5,489) (121,207) 704,418 (3,115,139) 542,635 513,952 

2,410,000 2,410,000 
c2,216L (2,369, 1332 

(2,216) 2,410,000 40,867 

(219,658) (7, 705) (121,207) 704,418 (705, 139) 542,635 554,819 

(1,609,208} (1,609,208) 

(219,658) (7,705) (121,207) 704,418 (2,314,347) 542,635 (1,054,389) 

455,285 1,688,595 264,804 16,172,667 13,979,157 1,574,692 42,941, 137 

$235,627 $1,680,890 $143,597 $16,877,085 $11,664,810 $2,117,327 $41,886,748 
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CITY OF lvfilPITAS 
BUDGETED NON-M..AJOR FUNDS 

CO"MBINING SCHEDULE OF REVENUES, EXPENDITURES 
AND CHANGES IN FUND BALANCES 

BUDGET AND ACTUAL (NON-GAAP LEGAL BASIS) 
FOR THE YEAR ENDED JUNE 30, 2014 

HOUSING AND CO.MMUNITY 
GAS TAX DEVELOP11ENT 

Variance Variance 
Actual Amounts Positive Actual Amounts Positive 

Budget Budgetary Basis (Negative) Budget Budgetary Basis (Negative) 

REVENUES 
Other taxes 
Use of money and property $13,000 $17,496 $4,496 $2,064 $2,064 
Intergovernmental 2,079,000 2,242,995 163,995 $393,000 370,862 (22,138) 
Charges for services 
Other 150 150 

Total Revenues 2,092,000 2,260,491 168,491 393,000 373,076 (19,924) 

EXPENDITURES 
Current: 

General Government: 
Finance 12,000 11,656 344 
Non-departmental 31,000 13,343 17,657 

Public Works 
Planning and Neighborhood Services 577,716 508,432 69,284 
Police 

Total Expenditures 620,716 533,431 87,285 

EXCESS (DEFICIENCY) OF REVENUES 
OVER EXPENDITURES 2,092,000 2,260,491 168,491 (227,716) (160,355) 67,361 

011-IER FINANCING SOURCES (USES) 
Transfers (out) (1,700,000) (1,700,000) 

Total Other Financing Sources (Uses) (1,700,000) (1,700,000) 

NET CHANGE IN FUND BALANCES $392,000 560,491 $168,491 ~$227,7162 (160,355) $67,361 

ADJUSTMENT TO BUDGETARY BASIS: 
Expenditures capitalized for GAAP purposes 141,351 
Capital outlay 
Encumbrance adjustments 

Fund balances at beginning of year 2,717,475 3,459,998 

Fund balances at end of year $3,277,966 $3,440,994 
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SOLID WASTE REDUCTION LIGHTING AND LANDSCAPING 
LAW ENFORCEMENT SERVICES AND SERVICES MAINTENANCE DISTRICT 

Variance Variance Variance 
Actual Amounts Positive Actual Amounts Positive Actual Amounts Positive 

Budget Budgetary Basis (Negative) Budget Budgetary Basis (Negative) Budget Budgetary Basis (Negative) 

$410,000 $454,277 $44,277 $323,000 $310,154 ($12,846) 
$3,000 $2,356 ($644) 9,000 12,379 3,379 1,000 1,362 362 

104,827 136,025 31,198 121,978 168,105 46,127 
310,000 324,674 14,674 

4,750 4,750 

107,827 138,381 30,554 850,978 964,185 113,207 324,000 311,516 (12,484) 

28,000 20,711 7,289 
628,622 563,841 64,781 318,i74 209,556 108,618 

210,029 170,779 39,250 

210,029 170,779 39,250 656,622 584,552 72,070 318,174 209,556 108,618 

(102,202) (32,398) 69,804 194,356 379,633 185,277 5,826 101,960 96,134 

(256,917) (256,917) (410,000) (410,000) 

(256,917) (256,917) (410,000) (410,000) 

($102,202) (32,398) $69,804 ($62,561) 122,716 $185,277 {$404,174) (308,040) $96,134 

(43,940) 
76,200 5,450 

261,078 1,898,188 469,198 

$260,940 $2,026,354 $161,158 

(Continued) 
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CITY OF IvITLPITAS 
BUDGETED NON-NWOR FUNDS 

COMBINING SCHEDULE OF REVENUES, EXPENDITURES 
AND CHANGES IN FUND BALANCES 

BUDGET AND ACTUAL (NON-GAAP LEGAL BASIS) 
FOR THE YEAR ENDED JUNE 30, 2014 

COMMUNITY FACILITIES DISTRICT HETCH-HETCHY GROUND LEASE 
Variance Variance 

Actual Amollilts Positive Actual Amollilts Positive 
Budget Budgetary Basis (Negative) Budget Budgetary Basis (Negative) 

REVENUES 
Other taxes $400,000 $431,970 $31,970 
Use of money and property 2,000 1,570 (430) $34,000 $23,877 ($10,123) 
Intergovernmental 
Charges for services 
Other 

Total Revenues 402,000 433,540 31,540 34,000 23,877 (10,123) 

EXPENDITURES 
Current: 

General Government: 
Finance 
Non-departmental 5,000 5,821 (821) 30,000 29,366 634 

Public Works 745,567 647,377 98,190 
Planning and Neighborhood Services 
Police 

Total Expenditures 750,567 653,198 97,369 30,000 29,366 634 

EXCESS (DEFICIENCY) OF REVENUES 
OVER EXPENDITURES (348,567) (219,658) 128,909 4,000 (5,489) (9,489) 

OTHER FINANCING SOURCES (USES) 
Transfers (out) (2,216) (2,216) 

Total Other Financing Sources (Uses) (2,216) (2,216) 

NET CHANGE IN FUND BALANCES ($348,567) (219,658) $128,909 $1,784 (7,705) {$9,489L 

ADJUSTMENT TO BUDGETARY BASIS: 
Expenditures capitalized for GAAP purposes 
Capital outlay 
Encumbrance adjustments 

Fund balances at beginning of year 455,285 1,688,595 

Fund balances at end of year $235,627 $1,680,890 
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PUBLIC ART TOTALS 
Variance Variance 

Actual Amounts Positive Actual Amounts Positive 
Budget Budgetary Basis (Negative) Budget Budgetary Basis (Negative) 

$1,133,000 $1,196,401 $63,401 
$2,000 $1,569 ($431) 64,000 62,673 (1,327) 

2,698,805 2,917,987 219,182 
28 28 310,000 324,702 14,702 

12,000 12,000 16,900 16,900 

2,000 13,597 11,597 4,205,805 4,518,663 312,858 

12,000 11,656 344 
136,270 134,804 1,466 230,270 204,045 26,225 

1,692,363 1,420,i74 271,589 
577,716 508,432 69,284 
210,029 170,779 39,250 

136,270 134,804 1,466 2,722,378 2,315,686 406,692 

(134,270) (121,207) 13,063 1,483,427 2,202,977 719,550 

(2,369,133) (2,369,133) 

(2,369,133) (2,369,133) 

($134,270) (121,207) $13,063 ($885,7062 (166,156) $719,550 

141,351 
(43,940) 
81,650 

264,804 11,214,621 

$143,597 $11,227,526 
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AGENCY FUNDS 

Financial repmting standards require that Agency Funds be presented separately from the Government-wide and 
Fund financial statements. 

Agency Funds account for assets held by the City as agent for individuals, government entities, and non-public 
organizations. These funds include the following: 

EMPLOYEE BENEFITS FUND 

Established to account for specific negotiated employee benefits. 

SENIOR ADVISORY COMMISSION FUND 

Established to account for the fund raising activities of the Commission. 

LOCAL IMPROVEMENT DISTRICT (LID) FUNDS 

Established to account for debt service reserves of Local Improvement Districts (LIDs) for which the City acts as 
administrator and paying agent. The City is not obligated for the debt issued by the LIDs. 



CITY OF MILPITAS 
AGENCY FUNDS 

ST ATE1\1ENTS OF CHANGES IN ASSETS AND LIABILITIES 
FOR THE YEAR ENDED JUNE 30, 2014 

Balance 
June 2013 Additions Deductions 

Employee Benefit 

Assets 

Cash and investments available for operations $1,988,780 $12,484 $233,483 
Receivables: 

Interest 3,008 3,374 3,008 

Total Assets $1,991,788 $15,858 $236,491 

Liabilities 

Refundable deposits $1,991,788 $15,858 $236,491 

Total Liabilities $1,991,788 $236,491 

Senior Advisory Commission 

Assets 

Cash and investments available for operations $8,959 $1,958 $1,687 
Receivables: 

Interest 13 17 

Total Assets $8,972 $1,975 $1,700 

Liabilities 

Refundable deposits $8,972 $1,975 $1,700 

Total Liabilities $8,972 $1,975 $1,700 

LID # 18 - Reassessment and Refunding 

Assets 

Cash and investments available for operations $1,196,150 $1,077,614 $1,406,934 
Cash and investments held by trustees 1,231,896 101 
Receivable: 

Interest 1,793 1,605 1,793 

Total Assets $2,429,839 $1,079,320 $1,408,727 

Liabilities 

Due to Local hnprovement Districts $2,429,839 $1,079,320 $1,408,727 

Total Liabilities $2,429,839 $1,079,320 $1,408,727 
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Balance 
June 2014 

$1,767,781 

3,374 

$1,771,155 

$1,771,155 

$1,771,155 

$9,230 

$9,247 

$9,247 

$9,247 

$866,830 
1,231,997 

1,605 

$2, 100,432 

$2,100,432 

$2,100,432 



CITY OF JvfILPITAS 
AGENCY FUNDS 

STATEivIBNTS OF CHANGES IN ASSETS AND LIABILITIES 
FOR THE YEAR ENDED JUNE 30, 2014 

LID #20 

Cash and investments available for operations 
Cash and investments held by trustees 
Receivables: 

Interest 

Total Assets 

Liabilities 

Due to Local Improvement Districts 

Total Liabilities 

TOTAL AGENCY FUNDS 

Assets 

Cash and investments available for operations 
Cash and investments held by trustees 
Receivables: 

Interest 

Total Assets 

Liabilities 

Refundable deposits 
Due to Local Improvement Districts 

Total Liabilities 

Balance 
June 30, 2013 

$1,287,012 
1,217,948 

1,928 

$2,506,888 

$2,506,888 

$2,506,888 

$4,480,901 
2,449,844 

6,742 

$6,937,487 

$2,000,760 
4,936,727 

$6,937,487 
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Additions 

$1,427,603 
103 

2,453 

$1,430,159 

$1,430,159 

$1,430,159 

$2,519,659 
204 

7,449 

$2,527,312 

$17,833 
2,509,479 

$2,527,312 

Deductions 

$1,390, 791 

1,928 

$1,392, 719 

$1,392,719 

$1,392,719 

$3,032,895 

$3,039,637 

$238,191 
2,801,446 

$3,039,637 

Balance 
June 2014 

$1,323,824 
1,218,051 

2,453 

$2,544,328 

$2,544,328 

$2,544,328 

$3,967,665 
2,450,048 

7,449 

$6,425,162 

$1,780,402 
4,644,760 

$6,425,162 



STATISTICAL SECTION 

This part of the City's Comprehensive Annual Financial Report presents detailed information as a context for understanding what 
the infonnation in the financial statements, note disclosures, and required supplementary information says about the City's overall 
financial health. In contrast to the financial section, the statistical section information is not subject to independent audit. 

Financial Trends 
These schedules contain trend information to help the reader understand how the City's financial performance and well being 
have changed over time: 

Net Position - Schedule 1 
Changes in Net Position - Schedule 2 
Fund Balances, Governmental Funds - Schedule 3 
Changes in Fund Balance, Governmental Funds - Schedule 4 

Revenue Capacity 
These schedules contain information to help the reader assess the City's most significant local revenue source, the property tax: 

Assessed Value and Actual Value of Taxable Property- Schedule 5 
Direct and Overlapping Property Taxes Rates - Schedule 6 
Principal Property Taxpayers - Schedule 7 
Property Tax Levies and Collections Schedule 8 
Taxable Sales by Category- Schedule 9 
Direct and Overlapping Sales Tax Rates - Schedule 10 
Principal Sales Tax Payers - Schedule 11 

Debt Capacity 
These schedules present information to help the reader assess the affordability of the City's current levels of outstanding debt and 
the City's ability to issue additional debt in the future: 

Ratios of Outstanding Debt by Type - Schedule 12 
Bonded Debt Pledged Revenue Coverage, Redevelopment Agency Tax Allocation Bonds - Schedule 13 
Computation of Direct and Overlapping Debt- Schedule 14 
Legal Debt Margin Information Schedule 15 
Installment Payment Coverage, Sewer Certificates of Participation - Schedule 16 

Demographic and Economic Information 
These schedules offer demographic and economic indicators to help the reader understand the environment within which the 
City's financial activities take place: 

Bimonthly Sewer Rates by Customer Class - Schedule 17 
Demographic and Economic Statistics - Schedule 18 
Principal Employers Schedule 19 

Operating Information 
These schedules contain service and infrastructure data to help the reader understand how the information in the City's financial 
report relates to the services the City provides and the activities it performs: 

Authorized Full-Time Equivalent Employees by Function/Program - Schedule 20 
Operating Indicators by Function/Program - Schedule 21 
Capital Asset Statistics by Function/Program - Schedule 22 

Sources 
Unless otherwise noted, the information in these schedules is derived from the Comprehensive Annual Financial Reports for the 
relevant year. 
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C ity of Milpitas 
NET POSlTJON 

LAST TEN FISCAL YEARS 
(Accrual basis of occountin&) 

(Dollars in Thousands) 

(100,000)..tL-.--:::;:::=:;:::=;::::::::::;:::::::::;::=-..~~~~~~~~~--~-7 
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 

aJleltne1cd 

Fiscal Year Ended June 30 
2005 2006 2007 

Govcmmcntnt ootivitics 
Net invc.~tmcnt in cnpitnl assets and capacity rights $225, 140 $21.4,223 $232,84 t 
Rcstriclcd 89,652 97,069 92,504 
Unrestricted (97.657) (92,209l (62,097) 

Total govommcntal activit'ics n~t position $217,135 $229,083 $263,248 

Business-type activities 
Net investment in capital nsselS and capacity rights $88, 191 $94,467 (a) $95,300 
Restricted 6,774 12,852 16,179 
Unrestricted 21 125 12 980 16 652 

Total business-type nctivilics net position $116!090 $120,299 $128,131 

Primary government 
Net investment in capitol nssets ond copocity rights $313,331 $3 18,690 $328,14 1 
Restricted 96,426 109,921 108,683 
Unrestricted {76.532) {79,229) {45,445) 

Tol11I primary government net position $333,225 $349,382 $391,379 

risen'! y car !Zudcd June 30 
2010 2011 2012 

Oovcmmcntal actiyitills 
Net invcs1mc11I in c11pitol ossets and cnpacity righls $218,878 $218,116 $219,034 
RcstTictcd 98,426 II 5,474 90,878 
Unrestricted ps.sooi (44i592l 53,417 

Total govcrnmcntnl activities net position $278,804 $2881998 $363,329 

Business-type activities 
Net investment in capitnl assets and capacity right$ $104,370 $107,707 $109,1 46 
Rcslridcd 24,059 20,743 25,239 
Unrestricted 17,851 20 577 19 838 

Total busincss.lypc nctivilics net position $1461280 $1491027 $154,223 

Primary government 
Net investment in capitol assets nnd capacity rights $323,248 $325,823 $328, 180 
Restricted 122,485 136,217 1 l6, l t7 
Unrcslrktcd {20,649) (241015) ?3t255 

Total primary government net position $425,084 $438,025 $517,552 

(n) The City restated the bulonce or capacity rights to remove improvements that did not add to the City's right.s. 

Schedule I 

2008 2009 

$224,603 $221,744 
t04,161 110,463 
{50,7642 ~41 ,5742 

$278,000 $290,633 

$92,028 $92,576 
18,252 24,911 
23,603 14 172 

$133,883 StJ 1,659 

$316,631 $314,320 
122,4 13 135,374 
{27,1612 i27,402l 

$411 ,883 $422,292 

2013 \b) 2014 

$217,002 $291,704 
88, 147 90,758 
64 876 51 315 

$370,025 $433 777 

$106,489 $107,816 
32,889 37,254 
19 799 20 880 

$159 177 $165.950 

$323,491 $399,520 
t21,036 128,012 
84 675 72 195 

$529,202 $599,727 

(b) The City implemented the provisions of GASB Statement 63 in Ii seal year 2013, which replaced the tcnu "net assets" with the term ''net position 
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Expenses 
Governmental activities 

General Government 
Building and Safety 
Public Works 
Planning and Neighborhood Services 
Parks and Recreation 
Police 
Fire 
Payment under developer agreements 
Interest on Long Term Debt 

Total governmental activities expenses 
Business-type activities 

Water Utility 
Recycled Water Utility 
Sewer Utility 

Total business-type activities expenses 
Total primary government expensei 

Program Revenues 
Governmental activities: 

Charges for services: 
General Government 
Building and Safety 
Public Works 
Planning and Neighborhood Services 
Parks and Recreation 
Police 
Fire 

Operating grants and contributions 
Capital grants and contributions 

Total government activities program revenues 
Business-type activities 

Charges for services: 
Water Utility 
Recycled Water Utility 
Sewer Utility 

Operating grants and contributions 
Capital grants and contributions 

Total business-type activities program revenue 
Total primary government program revenuei 

Net (Expense)/Revenue 
Governmental activities 
Business-type activities 
Total primary government net expens~ 

CITY OF MILPITAS 
CHANGES IN NET POSITION 

LAST TEN FISCAL YEARS 
(accrual basis of accounting) 

(Dollars in Thousands) 

Fiscal Year Ended June 30 
2005 2006 2007 

$17,412 $18,651 $16,297 
2,048 2,195 2,334 

17,794 17,156 20,647 
7,116 7,453 2,396 
4,170 4,266 7,301 

18,773 20,473 21,452 
14,448 14,381 14,329 

9,384 
9,338 9,419 

91,099 93,959 94,175 

9,668 9,837 10,673 
247 328 337 

6,040 7,047 8,210 
15,955 17,212 19,220 

$107,054 $111,171 $113,395 

$906 $580 $662 
2,899 5,800 5,029 

311 344 2,817 
1,678 2,412 436 
1,482 1,496 1,599 
1,693 1,132 1,406 

305 1,070 1,109 
3,780 4,089 4,600 

12,012 12,971 16,056 
25,066 29,894 33,714 

12,430 13,224 14,523 
1,017 1,086 1,203 
8,253 8,966 9,833 

604 3,854 2,418 
22,304 27,130 27,977 

$47,370 $57,024 $61,691 

($66,033) ($64,065) ($60,461) 
6,349 9,918 8,757 

($59,684) {$54,147} {$51,704} 

(a) In 2005, the Redevelopment Agency agreed to purchase two parcels ofland from the County of Santa Clara. 

2008 

$18,130 
2,626 

20,745 
3,239 
6,527 

22,440 
15,411 

11,534 
100,652 

11,567 
481 

8,626 
20,674 

$121,326 

$996 
4,194 
2,410 

459 
1,663 
1,351 
1,144 
4,617 

15,242 
32,076 

14,937 
1,323 

10,041 

956 
27,257 

$59,333 

($68,576) 
6,583 

{$61,993} 

(b) In 2011, the Redevelopment Agency began reporting tax increment gross of pass-through payments and administrative fees 
withheld by the County. Years prior to 2010 have not been restated to reflect this change in presentation. 

(c) The Redevelopment Agency was dissolved as ofJanuary 31, 2012. 

(d) The City implemented the provisions of GASB Statement 63 in fiscal year 2013, which replaced the term "net assets" 
with the term "net position." 

(e) The parks division is part of the Public Works department beginning in fiscal year 2013. 

(f) Beginning in fiscal year 2013, the Recycled Water Utility is part of the Water Utility. 
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Schedule2 

2009 2010 201 I 2012 2013 (d) 2014 

$ 18, 134 $33,535 (b) $21,474 (b) $ 17,418 (c) $ 15,329 $21.074 
2,40 1 1,972 1,984 2,029 2,293 2,684 

19,605 22,843 16,777 2 1,787 17,700 (e) 18,664 
3,249 2,874 2,155 2, 144 2,553 2,119 
6,5 18 6,096 6,529 5,823 3,107 (e) 3,012 

22,5 14 22,771 22,661 22,620 2 1,702 23,:373 
15,260 14,748 15,085 14,904 15.810 15,159 

9,402 9 570 9.536 2,050 227 240 
97, 133 l l4 409 96.201 88,775 78.721 86,325 

12,545 11,788 12,766 15,229 17,195 17,369 
576 476 470 599 (f) (t) 

12,3 12 8,730 9,240 8,399 9,418 11,008 
25,433 20,994 22,476 24.227 26,613 28,377 

$122,566 $ 135,1103 $118,677 
m 

$ 113,002 $ 105.334 $ 114,702 

$956 $ 1,165 $ 1,07 1 $ 1,349 $ l,700 $1,8 19 
2,897 2,03 1 2,823 3,436 4,554 6,445 
1,996 2,571 l.826 2,440 2,668 2,472 

358 182 139 237 301 432 
l,655 1,642 1,662 l ,833 l,987 1,958 
1,425 1,091 1,263 1,134 1,051 1,091 
t, 108 1,137 1,210 1,292 1,508 2,!20 
4,920 3,892 4,869 6, 146 7,487 6. 195 
9,80 1 8,840 5,704 8,294 8,286 15.483 

25 11 6 22,551 20,567 26, L61 29,542 38,015 

13,873 14,05 1 15,20 1 16.773 19,80 1 2 1.354 
1,288 l,260 1,300 1,44? (f) (I) 
9,849 10,393 11 ,406 12,445 12,632 12,753 

79 70 43 Ill 57 
47 1 6,406 163 1.,629 1,975 1,402 

25.48 1 32,189 28, 140 32,337 34.5 19 351566 
$50,597 $54,740 $48,707 $58,498 $64,061 $73,58 1 

($?2,0 l 7) ($9 1,858) ($75,634) ($62,6 14) ($49, 179) ($48,3 10) 
48 I 1, 195 5,664 8,110 7.906 7. 189 

($71,969) ($801663) ($69,9702 ($54,50•1) ($4 1,273) ($41 ,1212 

(Continued) 
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CITY OF MILPITAS 
CHANGES IN NET POSITION 

LAST TEN FISCAL YEARS 
(uccmal basis of accounting) 

(Dollars in ·nious~ntls) 

Fiscnl YcarEndl!dJunc30 
2005 2006 2007 

Ceuernl Revenues und Other Chungcs in Net rosition 
Governmental activities 

Ta.xes: 
Property tuxes $38,913 $44,026 $44,565 
Less: Educalional Revenue Augmentntion 

Fuud pnyrncnt (2,993) (2,422) 
Sales and use ta..xes IJ,8 16 15,613 16,765 
Hotel/Motel taxes 4,986 5,669 6,427 
Other tuxes 132 133 125 

Franchise fees 2.772 2,643 2,912 
Motor vcbiclc in lieu 42 1 1,548 357 
Investment earnings 1,069 1,302 2,225 
Gain on sale of capital assets/property 12 18,257 
M i~ccl lancous 332 ~56 355 
Rcdcvclopm..:nt expense (102,28 1) (a) 

Trnnsfers 4,29~ 6.633 2.638 
Extraordinary item 
S pccial hern 

Tot<tl govt:mme111 act ivilit-~ (381539) 7(1,013 94,626 
Business-type activities 

Investment earnings 627 924 1,714 
Transfers (4,294) (616332 ~2.63Bl 

Total business-type activities P166z.2 (S.709) ,924) 
Total primary govenimenl ($42,206) $70,304 $93,702 

Chnnge in net position 
Governmental uctivilics ($104,572) $11,948 $34, 16S 
Busincs~·typc activities 2,682 4.209 7 833 
1'otal primary govemmeot ($ 101,890} $16, 157 $41.998 

(a) ln 2005, lhc R.cdcv.::lopmcnl Agency agreed to purchuse two parcels ofland from U1eCounty ofSnnta Clara. 

2008 

$49,061 

IS,551 
7, 195 

602 
2,963 

296 
4, 100 

34 
109 

J,4 1 t 

83.327 

2,580 
~3,4 11) 

(831) 
$82.496 

$14,75 l 
S,752 

$201503 

(b) ln 20 11. lhe Redevelopment Agency began reporting tax increment gross ofpass-ll1rough payments and adminislrnlive fees 
wiU1held by the County. Years prior lo 20 I 0 hove not bcen restated to reOcct this change in presenlntion. 

(c) The Redevd opment Agency was dissolved ilS of January 3 1. 20 12. 

(cl) The City iruple1neatcd the provisions of GASB Slatcrnent 63 in fiscal year 2013. which rcphl.::cd the tcm1 "nel assc!S" 
with the l11m1 "net position." 

(e) The parks divi.~ion is part of U1c Public Works department beginning in fiscal year 2013. 

(f) Beginning in fiscal year 2013, the R.ecycled Waler Utility is part ufthe Waler Utility. 

(g) Under the t~rms Qfa seulomcnt agruemen! wiU1 !he County Auditor- Controllc~. Successor Agency to the Milpitas 
Redeveloprnenl Agency and other purtit:s, tht: City a11d Economic lJevelopmenl Corpornlfoa tra,m;ferred cash and 
certniu capilul assets Lo the Successor Agency and received certain capital assets JTom the Successor Agency. 
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Schedule 2 

2009 2010 2011 2012 __ 2_0_13 __ ( d) __ 2_0_14 __ 

$53,917 $58,012 (b) $55,655 (b) $34,029 $20,469 $27,607 

15,670 14,725 16,429 18,758 20,196 19,014 
5,550 5,297 6,124 7,068 7,933 9,336 

416 407 380 491 516 672 
3,151 2,993 3,083 3,218 3,270 3,453 

237 209 323 35 37 31 
1,553 700 399 1,093 260 844 

35 171 46 
92 85 62 67 103 200 

4,029 (2,570) 3,374 3,304 3,045 3,402 
68,882 ( c) 

49,799 (g) 
80,029 85,829 136,945 55,875 114)58 

1,756 857 455 390 94 690 
(4,029) 2,570 (3,374) (3,304) (3,045) (3,402) 
(2,273) 3,427 (2,919) (2,914) (2,951) (2,712) 

$82,377 $83,456 $82,910 $134,031 $52,924 $111,646 

$12,633 ($11,829) $10,195 $74,331 $6,696 $66,048 

(2,225) 14,622 2,745 5,196 4,955 4,477 
$10,408 $2,793 $12,940 $79,527 $11,651 $70,525 
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ClTY OF MILPITAS 
FUND BALANCES, GOVERNMENTAL PUNDS 

LAST TEN PISCAL YEARS 
(modil1ed uccrunl basis of uccountins) 

(Dollnrs In Thousunds) 
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t 
2005 1006 '2007 WOK 2009 20!0 (b) 20t I (b) 2012 2013 2014 

•Rosorvcd • Unrosorvcd 0 Nonspcndablo 0 Rcslric1cd 
• Ca111111i11ed DAsstgned • Una;sl311cd 

Piseol Year Ended fone 30 
2005 2006 2007 2008 2009 2010 (bl 2011 (bl 2012 

Oe11erol r und 

Reserved Sl,344 Sl,315 S2l,7S3 $21,749 $'21,542 

Unreserved 26,699 27,966 26,1 16 29,359 29,293 

No11spe11dob!e S20,977 $20,970 $577 

Restricted 24,555 

Committed 5,433 5,433 5,433 

Asslsncc.1 9,465 9,698 13,904 

Unassigned 14,920 151448 lS,800 

Total General Fund $28,043 $29,281 $48,469 $51,108 $50,835 $50,795 $76,104 $35,714 

All Other Oovcmmentul Fune.I~ 

Reserved S23,0<19 S36,812 $54,763 S41,4 16 SS0,608 

Unreserved, reported in: 

Special revenue funds 23,745 3,524 4,025 4,213 4,603 

Capitol project funds 137,41 5 140,259 74,178 69,028 53,845 

Debt serv\ce funds 

Non spendable $115 $2'.l $9,788 

Rcslrictcd 96,873 104,290 80,112 

Assigned 2,196 2,127 2,892 

Unassigned (10,2 19) (43,624l (1 2,234l 
Tobol all other gowmmcnlul funds $184,209 $180,595 $132.,966 $114,657 $109,056 $88,965 $62.,8 16 $80,558 

(n) The chongo in total fund boloncc for the Gcficml Fund nnd other governmental funds 
is explained in Monogcment's Discussion und Analysis. 

(b) The City implemented the provisions of GASB Statement 54 In fiscal year 2011 , and years prior lo 20 I 0 huvc not been 
restated 10 conform IVith the new prcsentotio1t 
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2013 2014 

$468 $23,279 

5,433 5,433 

l0.434 6,658 

16,444 13,521 

$32,779 $48,891 

SI I $32 

89,821 62.661 

14,244 11,808 

(12,955) (6,610} 
$91,121 $67,891 (a) 



CITY OF MILPITAS 
CHANGES IN FUND BALANCES, GOVERNMENTAL FUNDS 

LAST TEN FISCAL YEARS 
(modified accrual basis of accounting) 

(Dollars in Thousands) 

Fiscal Year Ended June 30 
2005 2006 2007 

Revenues 
Property taxes $38,337 $43,155 $44,289 
Less: Educational Revenue 

Augmentation Fund payment (2,993) (2,422) 
Sales taxes 14,409 16,228 17,383 
Other taxes 9,066 10,003 10,508 
Licenses and fines 4,328 7,357 6,958 
Use of money and property 6,149 6,260 8,292 
Intergovernmental 4,914 6,045 5,589 
Charges for services 3,842 4,165 4,715 
Developer contributions 1,439 5,010 1,217 

Other 4,097 1,186 8,978 

Total Revenues 83,588 96,987 107,929 

Expenditures 
Current: 

General government 13,026 15,608 34,136 
Building and safety 2,075 2,226 2,232 
Human resources and recreation 
Public works 7,736 7,789 10,646 
Engineering and planning 6,444 6,581 
Planning and neighborhood services 2,329 
Recreation 4,199 4,284 
Parks and recreation 6,486 
Police 19,723 20,167 20,081 
Fire 15,363 14,312 13,717 

Supplemental educational revenue 
augmentation fund payment 

Capital outlay 15,998 16,861 46,076 
Payments under developer agreements 
Debt service: 

Principal 6,605 8,559 8,508 
Interest and fees 9,379 9,424 15,250 

Total Expenditures 100,548 105,811 159,461 

Excess (deficiency) of revenues over 
(under) expenditures {16!960} {8,824} {51,5322 

Other Financing Sources (Uses) 
Proceeds from debt issuance 20,455 
Bond issuance premium 
Payments to refunded debt escrow agent 
Proceeds from sale of properties 
Loss from sale of property 
Transfers in 23,095 28,523 22,561 
Transfers (out) {18,801} {22,075} {19,9242 

Total other financing sources (uses) 4,294 6,448 23,092 

Extraordinary Items 
Assets transferred to Housing Successor 
Assets transferred to/liabilities assumed 

by Successor Agency/Housing Successor 
Special Item 

Redevelopment expense (48,000) (a) 
Assets transferred to/from Successor Agency and County 

Net Change in fund balances {$60,666} {$2,376} {$28,440} 

Debt service as a percentage of 
noncapital expenditures 18.9% 20.2% 26.5% 

(a) In 2005, the Redevelopment Agency made a cash payment of $48,000 K to the County of Santa Clara for two parcels of land. 
(b) The City departments were reorganized in fiscal 2007. 
( c) In 2011, the Redevelopment Agency began reporting tax increment gross of pass-through payments and administrative 

fees withheld by the County. 
Years prior to 2010 have not been restated to reflect this change in presentation. 

(d) The Redevelopment Agency was dissolved as of January 31, 2012. 
(e) Beginning in fiscal year 2013, parks maintenance division is part of the public works department and the recreation 

division is part of human resources department. 
(f) Under the terms of a settlement agreement with the County Auditor - Controller, Successor Agency to the Milpitas 

Redevelopment Agency and other parties, the City and Economic Development Corporation transferred cash and 
certain capital assets to the Successor Agency and received certain capital assets from the Successor Agency. 
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Schedule 4 

2008 2009 

$49,060 $53,917 

16,173 16,251 
11,636 9,937 
5,991 4,619 

11,096 8,984 
4,092 6,004 
4,612 4,146 
2,884 2,558 

584 816 

106,128 107,232 

15,079 17,834 
2,566 2,420 

11,016 10,066 

2,528 2,576 

6,5i3 6,416 
21,701 21,602 
14,664 15,279 

33,133 21,585 

8,490 8,481 
11,528 11,516 

127,218 117,775 

{21,090} {10,543} 

1,868 14 

20,420 23,278 
{16,869} {18,624} 

5,419 4,668 

{$15,671} {$5,875} 

21.3% 20.8% 



Schedule 4 

Fiscal Year Ended June 30 
2010 2011 2012 2013 2014 

$58,012 (c) $55,655 (c) $34,029 (d) $20,466 $27,608 

15,268 16,994 19,403 20,908 19,766 
9,495 10,917 12,230 13,343 14,992 
3,481 4,309 4,956 5,875 8,193 
7,168 3,948 5,303 1,538 2,964 
6,362 5,082 4,834 5,842 5,216 
3,704 4,020 4,725 5,550 5,735 
4,739 3,360 7,549 7,987 13,975 

933 1,039" 578 715 1,144 

109,162 105,324 93,607 82,224 99,593 

20,602 (c) 19,003 (c) 12,753 (d) 11,871 13,204 
1,992 1,975 2,060 2,278 2,658 

3,087 (e) 3,124 
13,619 7,960 8,772 9,124 8,535 

2,180 2,267 2,196 2,030 2,202 

6,052 5,688 5,261 (e) (e) 
22,o?l 21,682 21,733 20,978 22,165 
14,249 14,994 14,562 15,420 14,587 

11,774 2,424 
16,938 12,940 28,876 7,510 10,035 

8,169 8,225 13,153 4,209 3,828 
11,982 12,386 6,823 668 223 

129,628 109,544 116,189 77,175 80,561 

(20,466) (4,220) (22,582) 5,049 19,032 

21,780 

46 
4 8 6 

(512) 
23,590 119,213 34,994 13,780 7,499 

(23,259) {115,8392 {31,6902 {10,735} {4,098} 

335 3,379 25,092 2,579 3,407 

17,274 (d) 

(42,431) (d) 

{27,261} (f) 

($20,131} {$8412 {$22,647} $7,628 {$4,822} 

17.9% 18.5% 22.9% 7.0% 5.7% 
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CITY OF MILPITAS 
ASSESSED VALUE AND ACTUAL VALUE OF TAXABLE PROPERTY 

LAST TEN FISCAL YEARS 
(Dollars in Thousands) 

Schedule 5 

2004-05 2005-06 2006-07 2007-08 2008-09 2009-10 2010-1 1 2011-1'2 2012-13 2013-)4 

Real Propcrtl Less: Totnl Taxable 
Fiscal Residential Commercial Industrial Tax-Exempt Assessed 
Year Propel'ty Property Property Other Unsecured Property Value (a) 

2004-05 $4,572,065 $798,350 $2,095,928 $603,547 $1,379,444 ($110,377) $9,338,957 

2005-06 4.952,629 814,287 2,032,245 641,662 1,651,527 {131,810) 9,960,540 

2006-07 5,5 13,377 1,141,925 2,1791658 328,782 1,284,778 (129,187) 10,319,333 

2007-08 5,974,338 1,208,674 2,423,285 320,499 1,329,060 (146,495) 11, 109,361 

2008-09 6,345,176 1,350,579 2,806,181 307,980 1,437,414 (220,624) 12,026,706 

2009-10 6, 199.167 1,368,086 2,904,523 352,408 1,446,827 (245,778) 12,025,233 

2010-11 6,169,631 l ,34?,861 2,772,798 346,493 1,557,639 (282,326) 11 ,912,096 

20 11- 12 6,237,714 1,325,735 2,474,543 327,933 1,415,065 (282,633) 11,498,357 

2012-13 6,291 ,949 1,348,591 2,507,227 355,453 1,706,657 (309,165) 11,900,712 

2013-14 6,793,845 1,388,236 2,622,328 405,531 1,764,760 (161,341) 12,813,359 

Source: lldl Coren & Cone, Santa Clara County Assessor Combined Tax Rolls 

Note~; 

(a) The State COo$titution n:quires property to be assessed at one hundred percent of the most recent purchase price, plus an increment of 
no more than two pe1'Cent annually, plus any local over-rides, These values arc considered to be foll market values. 

Total Direct 
Tax. Rate (b) 

1% 

1% 

1% 

1% 

1% 

1% 

1% 

1% 

1% 

1% 

(b) California cities do not set their own direct tax rate. The state constitution establishes the rate at 1% and allocates a portion of that amount, 
by an annual calculation, to all the t8'Cing entities within a tax rate area. 
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Fiscal 
Year 

2004-05 

2005-06 

2006-07 

2007-08 

2008-09 

2009-10 

20 10-11 

20 11 -12 

20 12-13 

20 13-14 

CITY OF NITLPIT AS 
DIRECT AND OVERLAPPING PROPERTY TAX RA.TES 

LAST TEN FISCAL YEARS 
(Rate per $100 of assessed value) 

City Direct Rates Overlapping Rates (a) 

County of 
Basic Total Santa School 

Rate (b) Direct Clara Districts 

$ 1.00 $1.00 $0.0412 $0.0624 

1.00 l.00 0.0412 0.0509 

1.00 J.00 0.0412 0.05 18 

1.00 1.00 0.0412 0.0874 

1.00 1.00 0.04 12 O.Ll874 

1.00 1.00 0.0412 0. 1238 

1.00 1.00 0.04 12 0. 1389 

1.00 1.00 0.0412 0. 1490 

1.00 1.00 0.0412 0. 11 40 

1.00 1.00 0.04 12 0.0961 

Source: County of Santa Clara, Tax Rates & Information 

Notes: 

Schedule 6 

Special 
Districts 

$0.0092 

0.0078 

0.0072 

0.0071 

0.006 1 

0.0074 

0.0072 

0.0064 

0.0069 

0.0010 

(a) Overlapping rates are those of local and county governments that apply to property owners within the 
City of Milpitas. Not all overlapping rates apply to all Milpitas property owners. These are voter 
approved levies in addition to the I% State levy. 

(b) The City's basic property tax rate can only be increased by a 2/3 vote of the City's residents. 
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CITY OF MILPITAS 
PRJNCIP AL PROPER TY TAX PAYERS 

FISCAL YEARS 2013-14 and 2004-05 
(Dollars in thousands) 

2013-2014 
Percentage 

of Total City 
Ta,xable Taxable 
Assessed Assessed 

Ta,xpayer Value Rank Value 

Cisco Technology Inc. $ 987,389,413 7.71% 

Milpitas Mills LP 302,422, 174 2 2.36% 

KLA Tencor Corporation 249,599,168 3 1.95% 

California Diversified 153,500,000 4 1.20% 

Linear Technology Corporation 132,393,688 5 1.03% 

BRE Milpitas LLC 121, 141,738 6 0.95% 

11rl 'JfYlry']{) :., r. or.01 
l 1- 1,JV I, I JV I V.07 /0 Headway Technologies Inc. 

Silicon Valley California LLC 106,048,587 8 0.83% 

Sandbox Expansion LLC 89,250,000 9 0.70% 

Fairfield Murphy RD LLC 83,610,070 10 0.65% 

Richard T. Peery Trustee 

Lifescan Inc 

Solectron Corporation 

Seagate Technology 

Trinet Milpitas Associates 

Subtotal $ 2,339,662,568 18.26% 

Fiscal Year 2013-2014 Total Net Assessed Valuation 
Fiscal Year 2004-2005 Total Net Assessed Valuation 

$12,813,359,000 
$9,338,957,000 

Source: Hdl, Coren & Cone, Santa Clara County Assessor 2013/14 Combined Tax Rolls 
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2004-2005 
Percentage 

of Total City 
Taxable Taxable 

Assessed Assessed 
Value Rank Value 

$197,220,880 2 2.11% 

274, 123,789 2.94% 

170,942,454 4 1.83% 

82,333,263 10 0.88% 

1 ')rl 0<:'.'") 1rf1 L 1 .., ,-ti)/ 
1-L."-t,o..J.J, 1"-Tl v l . .J'i" /0 

188,618, 732 3 2.02% 

103,660, 117 7 1.11% 

101,868,420 8 1.09% 

141,802,084 5 1.52% 

92,399,615 9 0.99% 

1,477,822,495 15.82% 



CITY OF MILPITAS 
PROPERTY TAX LEVIES AND COLLECTIONS 

LAST TEN FISCAL YEARS 
(Dollars in thousands) 

Percent Delinquent Total 
Fiscal Taxes Current of Levy Tax Taxes 
Year Levied (a) Collections (a) Collected Collections Collected (a) 

2004-05 $38,337 $38,337 100.00% 0 $38,337 

2005-06 43,155 43,155 100.00% 0 43,155 

2006-07 44,289 44,289 100.00% 0 44,289 

2007-08 49,060 49,060 100.00% 0 49,060 

2008-09 53,917 53,917 100.00% 0 53,917 

2009-10 (b) 58,012 58,012 100.00% 0 58,012 

2010-11 (b) 55,655 55,655 100.00% 0 55,655 

2011-12 (c) 34,029 34,029 100.00% 0 34,029 

2012-13 (c) 20,469 20,469 100.00% 0 20,469 

2013-14 27,608 27,608 100.00% 0 27,608 

(a) The City elected to participate in the "Teeter" plan offered by the County whereby 

Source: 

cities receive 100% of the taxes levied in exchange for foregoing any interest and penalties 
collected on delinquent taxes. 

(b) In 2011, the Redevelopment Agency began reporting tax increment gross of pass-through 
payments and administrative fees withheld by the County. 
Years prior to 2010 have not been restated to reflect this change in presentation. 

(c) The Redevelopment Agency was dissolved effective January 31, 2012 and collections 
of property tax increment ceased as of that date. Subsequent to that date, 
a Successor Agency collects property taxes of the former Redevelopment Agency. 

City of Milpitas Comprehensive Financial Annual Report 
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Percent 
of Levy 

100.00% 

100.00% 

100.00% 

100.00% 

100.00% 

100.00% 

100.00% 

100.00% 

100.00% 

100.00% 



Sl,800,000 

Sl,600,000 

$1,400,000 

St.200,000 

f Sl,000,000 

n SS00,000 

$600,000 

$400.000 

$200,000 

so 
2003 200~ 

DApporel~CTCJ 

C llon10 f\1ml11hln,i&• nnd 1ppllancei 

• Othc.-1ctall•torcJ 

2003 
Ap1wrcl stores SI 14,599 
Gcncrnl merchandise stores 11 3,57-1 
Pood SIOres 33,765 
Eotlng und drinking places 152,735 
Home furnishings ond •pJ>lioncc• 45,497 
Building material and form implcmenls (•) 
Au10 dealers ond 01110 supJ>lles 2S,SS8 
Service stn1lous S8.491 
Olher rcloll stores 227j73 
All olhcr outlets 301.404 

Tolol s 110121991 

City Direcl sales lax mlc 1.00 

2005 

CITY OF MILPITAS 
TAXABLE SALES BY CATEGORY 

LAST TE!N CALENDAR YEARS 
(Dollara in Thousonds) 

'2006 2007 2008 2009 2010 

• Gener',) nmch1ndl1e Jlorct 

• OulldlntJ m1tmtnl 11rtrl Oum lmpl1.1n~u 

• All ot~cr outi• .. 

B Atiln dukn11 111d autn J\lrf)lftt 

CALENDAR YEARS 
2004 2005 2006 2007 2008 

Sl23,S83 $145,317 $168,985 $181,878 $185,023 
119,471 120,297 11 8,348 131,594 130,193 
32,950 33,592 34,979 34,362 31,105 

156,318 164,694 173,424 181,668 183,049 
54,460 54,906 (a) (a) 77,669 

(a) (a) 91,m 79,360 57,594 
19,990 15,132 12,221 (o) (o) 
71,231 ?6,4SS 82,868 SS,468 93,324 

2S 1,599 255,805 220.862 266,915 225,954 
370.253 40511 l I 460126S 373 394 417 099 

s 111991R55 $112711309 $11363,523 $1,334,639 $114011010 

1.00 1.00 1.00 1.00 1.00 

(n) Soles omit1cd becnusc !heir pubtico1ion \Vould result in 1hc disclosure ofconOdcntinl informnlion. 
The numbers arc Included wilh "01hcr rctnil slores", 

Source: Qilifomlo Siote Board ofEquolizalion 
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201 1 2012 

C (!.,tin& and clr1nkl11g pl•CCJ 

a Strvlce !Ulltlon• 

2009 2010 
$200,MO $241,992 

101,561 100,790 
34.453 38,004 

174,016 187,002 
80,746 108,491 
44,818 45,501 

(a) (a) 
73,280 83,100 

158,982 204,074 
402 516 401 S69 

s 11210
1
512 s 11410

1
523 

1.00 1.00 

Schedule 9 

2011 2012 
$261,414 $291,268 

94,828 92,652 
203,411 214,065 
39,344 40,725 

130.572 155,616 
48,131 51,128 

(o) (n) 
102,231 108,073 
215,350 250,826 
420 024 SS8,93S 

$11515.305 s 1116J12ss 

1.00 1.00 



CITY OF MILPITAS 
DIRECT AND OVERLAPPING SALES TAX RATES 

LAST TEN FISCAL YEARS 

City 
Fiscal Direct Santa Clara 
Year Rate County 

2004-05 1.00 1.00 

2005-06 1.00 1.00 

2006-07 1.00 1.00 

2007-08 1.00 1.00 

2008-09 1.00 1.00 

2009-10 1.00 1.00 

2010-11 1.00 1.00 

2011-12 1.00 1.00 

2012-13 1.00 1.25 

2013-14 1.00 1.25 

Source: California State Board of Equalization 
(a) July 1, 2004 the State increased the State Rate .25% 
(b) April 1, 2009 the State increased the State Rate 1 % 
( c) July 1, 2011 the State decreased the State Rate 1 % 
(d) April 1, 2013 the County increased the rate 0.25% 

State of 
California 

6.25 

6.25 

6.25 

6.25 

7.25 

7.25 

7.25 

6.25 

(d) 6.50 

6.50 

(a) 

(b) 

(c) 

(e) 

(e) On both July 1, 2012 and April 1, 2013 the State increased the State Rate 0.125% 

Note: The City's sales tax rate may be changed only with approval of the State Legislature. 
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CITY OF MILPITAS 
PRINCIPAL SALES TAXPAYERS 
CALENDAR YEARS 2013 and 2003 

IN ALPHABETICAL ORDER 

2013 

Best Buy Stores 

Burlington Coast Factory 

Chevron Service Stations 

Cisco System Inc 

Coach Stores 

Dave & Busters 

Flextronics 

Headway Technologies 

Home Depot 

KLA Tencor Corporation 

Kohl's Department Stores 

Leotek Electronics USA 

Marshall's Department Stores 

Mazak Corporation 

Milpitas Materials Company 

Nanometrics 

Nike Factory Store 

One Workplace 

Piercey Toyota & Scion 

Pivot Interiors 

Shell Service Stations 

South Bay Honda 

Tesoro Service Stations 

The Gap 

Wal-Mart Stores 

Source: MBIA MuniServices Company 
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2003 

Arco AM/PM Mini Marts 

Bay Tool & Supply 

Best Buy Stores 

Chevron Service Stations 

Dave & Busters 

FEI Company 

Hanson Concrete Products 

Headway Technologies 

Home Depot 

KLA T encor Corporation 

Life Scan 

Marshall's Department Stores 

Mazak Corporation 

McDonald's Restaurant 

Mervyn's Department Stores 

Milpitas Materials Company 

Nanometrics 

OHKA America 

One Workplace L. Ferrari 

Orchard Supply Hardware 

Saks Fifth A venue 

Shell Services Stations 

Union 76 Service Stations 

Walgreen's Drug Stores 

W alMart Stores 

Schedule 11 



CITY OF MILPITAS 
RA nos OF OUTSTANDING DEBT BY TYPE 

LAST TEN FISCAL YEARS 
(Dollars in thousands, except per capita) 

Business-type 
Governmental Activities Activities 

Certificates Tax Installment Certificates Total 
Fiscal of Allocation Purchase Purchase Capital of Primary 
Year Participation Bonds Agreement Agreement Lease Participation Government 

2004-05 $4,630 $194,440 $54,281 $0 $0 

2005-06 3,540 190,780 50,471 0 0 

2006-07 2,410 187,030 46,843 0 0 

2007-08 l,230 183,175 43,388 0 0 

2008-09 0 179,215 40,097 0 0 

2009-10 0 174,180 36,963 0 0 

2010-11 0 168,940 33,978 0 0 

2011-12 0 0 (b) 0 (b) 14,037 0 

2012-13 0 0 0 9,828 360 

2013-14 0 0 0 6,000 274 

Note: Details regarding the city's outstanding debt can be found in the notes to the financial statements. 
(a) See Schedule 18 for personal income and population data. 

$0 

0 

9,535 

9,160 

8,815 

8,460 

8,090 

7,710 

7,315 

6,910 

(b) The Redevelopment Agency was dissolved as of January 31, 2012 and its debt was assumed by a Successor Agency. 
(c) Data for fiscal year 2013-14 not available until May of2015. 
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$253,351 

244,791 

245,818 

236,953 

228,127 

219,603 

211,008 

21,747 

17,503 

13, 184 
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' Percentage 
of Personal Per 

Income (a) Capita (a) 

7.95% $3,898 

7.50% 3,750 

6.71% 3,693 

5.79% 3,413 

5.46% 3,221 

5.29% 3,069 

5.17% 2,949 

0.53% 322 

0.39% 258 

(c) 188 



~ 

~ $40,000 

~ 
$35,000 

S30,000 

S25,000 

$20,000 

SIS,000 

SI0,000 

S5,000 

so 
2005 2006 

Redevelopment 
Fiscal Agency Property 
Ycor Tax lncn.:mcnts (u) 

2005 $25,215,408 
2006 28,606,44 1 
2007 28,413,636 
2008 32,259,656 
2009 36, 167,427 
2010 37, 162,281 
2011 36,353,737 
2012 3 1,866,464 (b) (d) 
2013 33,401.41 3 (d) 
2014 40,418,284 (d) 

ClTY OF MTLPITAS 
BONDED DBBT PLEDGED REVENUE COVERAGE 

REDEVELOPMENT AGENCY TAX ALLOCATION BONDS 
LAST TEN FISCAL YEARS 

2007 2008 2009 2010 2011 2012 

• Net Tu lncr~mc1ll llcvenuo • Debt Service P1ymcn1 

Net 

2013 

Tax Debt Service Rcguiromcnts 
Less Housing lncrcmcnl 
Reserve Fund Revenue Princi~a l Interest 

$5,160,SSS $20,054,853 $5,560,000 S9, 163,896 
5,867,736 22,738,705 3,660,000 9,062,546 
5,886,749 22,526,887 3,750,000 8.965,234 
6,740,250 25,519,406 3,855,000 8,860,665 
7,876,041 28,291,386 3,960,000 8,728,458 
8,175,650 28,986,631 5,035,000 8,548,558 
7,R00,736 28,553,001 5,240,000 8,548,559 

0 (b) 3 1,866,464 5,410,000 (c) 8,182,883 (c) 
0 (b) 33.401 ,41 3 5,595,000 (d) 7,973,533 (d) 
0 (b) 40,418,284 5,825,000 (d) 7,7 13,234 (d) 

2014 

Tollll 

$14,723,896 
12,722,546 
12,715,234 
12,7 15,665 
12.688,458 
13,583,558 
13,788,559 
13,592,883 
13,568,533 
13,538,234 

(n) Tax increments nro net of pass-through payments und administrative foes withheld by tho County prior to distribulion to the Agency. 
{b) The Redevelopment Agency was dissolved as of January 31, 2012 and its debt wos ossumcd by n Successor Agency. 

The Successor Agency collects Property Taxes, with no distinction between housing and non-housing revenues, 
which arc used for lhc repayment of the former Redevelopment Agency's Bonds. 

(c) Includes debt service pnid by the Redevelopment Agency prior to the dissolution nnd by the Successor Agency after the dissolution. 
(d) Tax increment reported in this toble ofter the dissolution date is the amount colculutcd by the County Auditor-Controller us 

available for poymcnt of enforceable obligntions. Under the provisions of the laws dissolving the Redevelopment Agency, the 
Successor Agency only receives the funds necessary to fulfill its approved obligotions. 
Debt service reported wns paid by t.he Successor Agency. 
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Covernac 

1.36 
1.79 
1.77 
2.01 
2.23 
2. 13 
2.07 
2.34 
2.46 
2.99 



CITY OF MILPITAS 
COMPUTATION OF DIRECT AND OVERLAPPING DEBT 

JUNE 30, 2014 

JURISDICTION 

2013-14 Assessed Valuation, Direct and Overlapping Debt 

OVERLAPPING TAX AND ASSESSMENT DEBT: 
Santa Clara County 
San Jose- Evergreen Community Co1lege District 
Milpitas Unified School District 
East Side Union High School District 
Berryessa Union School District 
Santa Clara Valley Water District Benefits Assessment District 
City of Milpitas 1915 Act Bonds 

TOT AL OVERLAPPING TA,"'<: AND ASSESSMENT DEBT 

DIRECT AND OVERLAPPING GENERAL FUND DEBT 
Santa Clara County General Fund Obligations 
Santa Clara County Pension Obligations 
Santa Clara County Board of Education Certificates of Participation 
San Jose- Evergreen Community Co11ege Distr:ict OPEB Bonds 
East Side Union High School District OPEB Bonds 
City of Milpitas 
Santa Clara County Vector District Certifications of Participations 
TOTAL GROSS DIRECT AND OVERLAPPING GENERAL FUND DEBT 
Less: Santa Clara County supported obligations 

TOT AL DIRECT AND OVERLAPPING GENERAL FUND DEBT 

OVERLAPPING TA,"'<: INCREMENT DEBT (Successor Agency) 

TOTAL DIRECT DEBT 

TOT AL GROSS OVERLAPPING DEBT 

TOT AL NET OVERLAPPING DEBT 

GROSS COMBINED TOTAL DEBT 

NET COMBINED TOT AL DEBT 

PERCENTAGE 
APPLICABLE 
TO CITY OF 
MIL PIT AS (1) 

3.831% 
11.740% 
98.984% 

0.348% 
2.291% 
3.831% 

100% 

3 811% 

3.831% 
3.831% 

11.740% 
0.348% 

100% 
3.831% 

100% 

AMOUNT 
APPLICABLE 
TO CITY OF 
MILPITAS 

$12,813,358,274 

$30,828,057 
50,698,597 
87,585,992 

2,307,804 
687,484 

4,407,374 
8,995,000 

185,510,308 

29,031,867 
14,382,307 

372,756 
5,570,630 

107, 167 
0 

125,465 
49,590,192 

(20,438,256) 

$29,151,936 

$152,110,000 

$0 

$387,210,500 

$366,772,244 

$387,210,500 

$366,772,244 

(1) The percentage ofoverlapping debt applicable to the city is estimated using taxable assessed property value. 
Applicable percentages were estimated by determining the portion of the overlapping district's assessed value 
that is within the boundaries of the city divided by the district's total taxable assessed value. 

(2) Excludes tax and revenue anticipation notes, revenue, mortgage revenue and tax allocation bonds and 
non-bonded capital lease obligations. 

Ratios to 2013-14 Assessed Valuation: 
Total Overlapping Tax and Assessment Debt 

Ratios to Assessed Valuation: 

Source: California Municipal Statistics, Inc. 

Direct Debt % 
Total Gross Debt% 
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CITY OF MILPITAS 
LEGAL DEBT MARGIN INFORMATION 

LAST TEN FISCAL YEARS 
(Dollars in Thousands) 

Legal Debt Margin Calculation for Fiscal Year 2013-14 

Assessed value (net) - June 30, 2014 

Debt limit: 3.75% of assessed value (a) 

Debt applicable to limit 
Total Bonded Debt 
Less: Tax Allocation Bonds 

not subject to limit 

Amount of Debt subject to limit 

Legal debt margin 

Fiscal Debt 
Year Limit 

2004-05 $350,211 
2005-06 373,520 
2006-07 386,975 
2007-08 416,601 
2008-09 451,001 
2009-10 450,946 
2010-11 446,703 
2011-12 431,188 
2012-13 446,277 
2013-14 480,501 

$0 

0 

Total Net Debt 
Applicable to Limit 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

$12,813,359 

$480,501 

0 

$480,501 

Legal 
Debt Margin 

$350,211 
373,520 
386,975 
416,601 
451,001 
450,946 
446,703 
431,188 
446,277 
480,501 

Schedule 15 

Total Net Debt 

Applicable to the 
Limit as a 

percentage of 
Debt Limit 

0.0% 
0.0% 
0.0% 
0.0% 
0.0% 
0.0% 
0.0% 
0.0% 
0.0% 
0.0% 

(a) California Government Code, Section 43605 sets the debt limit at 15%. The Code section was enacted 
prior to the change in being assessed value to full market value when it was previously 25% of 
market value. Thus, the limit shown as 3.75% is one-fourth the limit to account for the adjustment 
of showing assessed valuation at full cash value. 

Source: City of Milpitas Finance Department 
Santa Clara County Tax Assessor's Office 
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Fiscal 
Year 

2007-08 
2008-09 
2009-10 
2010-11 
2011-12 
2012-13 
2013-14 

NOTE: 

(1) 

(2) 

CITY OF MILPITAS 
INSTALLMENTPAYMENTCOVERAGE 

SEWER CERTIFICATES OF PARTICIPATION 
LAST SEVEN FISCAL YEARS 

Less: Net Installment Payments 
Gross Operating Available 

Revenues ( 1) Expenses (2) Revenue Principal Interest Total 

$11,508,195 $6,208,050 $5,300,145 $375,000 $353,893 $728,893 
10,703,586 9,838,790 864,796 345,000 406,212 751,212 
10,896,264 6,196,015 4,700,249 355,000 331,793 686,793 
11,752,362 6,420,615 5,331,747 370,000 319,468 689,468 
12,757,123 5,405,936 7,351,187 380,000 304,267 684,267 
12,785,567 6,356,621 6,428,946 395,000 292,966 687,966 
13,235,908 7,834,220 5,401,688 405,000 278,965 683,965 

The Certificates of Participation i,,vere issued on 1'1 ovember 28, 2006. 

Gross Revenues include sewer service charges, other operating revenues, and interest income. 
Gross Revenues exclude connection fees and capital contributions. 
Operating Expenses include sewer treatment services, personnel services, services and supplies, 
and repairs and maintenance expenses. 
Operating Expenses exclude depreciation and amortization expenses. 
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Coverage 

7.27 
1.15 
6.84 
7.73 

10.74 
9.34 
7.90 
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Fiscal 
Year 

2004-05 

2005-06 

2006-07 

2007-08 

2008-09 

2009-10 

2010-11 

2011-12 

2012-13 

2013-14 

CITY OF MILPITAS 
BIMONTHLY SEWER RATES BY CUSTOMER CLASS 

LAST TEN FISCAL YEARS 

Residential Commercial 
Single Family Multi-Family Mobile Home 
Per Dwelling Per Dwelling Parks Per Flat Quantity 

Unit Unit Dwelling Unit Rate Charges 

50.25 36.48 22.76 8.48 0.01 - 4.89 

54.77 39.49 24.57 9.24 0.02 - 3.50 

59.70 43.14 26.88 10.08 0.02 - 3.93 

59.70 43.14 26.88 10.08 0.02 - 3.93 

59.70 43.14 26.88 10.08 0.02 - 3.93 

65_08 46A9 28,73 10_99 0.97 - 6_52 

70.94 50.68 31.18 11.98 0.72 - 7.61 

72.95 51.06 33.36 12.82 2.38 - 6.99 

75.92 51.06 33.36 13.72 2.38 - 6.99 

75.92 51.06 33.36 13.72 2.38 - 6.99 

Source: City of Milpitas, Engineering Department 

(a) For each one hundred cubic feet of water used. Charge varies depending on the business or type of business. 
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Fiscal 
Year Population 

2004-05 64,998 

2005-06 65,276 

2006-07 66,568 

2007-08 69,419 

2008-09 70,817 

2009-10 71,553 

2010-11 71,552 

2011-12 67,476 

2012-13 67,894 

2013-14 70,092 

(a) For Santa Clara County. 

CITY OF MILPITAS 
DEMOGRAPHIC AND ECONOMIC STATISTICS 

LAST TEN FISCAL YEARS 
(Dollars in Thousands) 

Population Per Capita 
Density Total Personal Personal School 

(Sq. Mile) Income (a), (b) Income (a) Enrollment 

4,758 $3,184,902 49 9,602 

4,779 3,263,800 50 9,748 

4,873 3,661,240 55 9,682 

5,082 4,095,721 59 9,590 

5,184 4,178,203 59 9,649 

5,238 4,150,074 58 9,802 

5,238 4,078,464 57 9,887 

4,940 4,116,036 61 9,949 

4,970 4,481,004 66 10,033 

5,007 (c) (c) 10, 156 

Unemployment 
Rate(%) (a) 

5.60% 

4.40% 

4.70% 

5.90% 

11.80% 

11.30% 

10.30% 

8.70% 

6.80% 

5.40% 

(b) Data not available for the City, therefore the balance reported is the product of the County's Per Capita Personal Income 
and the City's population. 

( c) Data for fiscal year 2013-14 is not available until May of 2015. 

Sources: California Department of Education 
California Employment Development Department 
State of California, Department of Finance. 
U.S. Department of Commerce, Bureau of Economic Analysis 
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Land Area 
(Sq. Mile) 

13.66 

13.66 

13.66 

13.66 

13.66 

13.66 

13.66 

13.66 

13.66 

14.00 



Em_eloyer 

Cisco Systems, Inc. 

KLA-Tencor Corporation 

SanDisk Corporation 

Linear Technology Corporation 

Flextronics International 

Milpitas Unified School District 

FireEye, Inc 

Headway Technologies 

Spectra Laboratories 

Kaiser Permanente 

Great Mall 

Lifescan, Inc. 

LSI Logic Corporation 

Seagate Technology 

Solectron California 

Adaptec Inc. 

Subtotal 

Total Labor Force 

CITY OF MILPITAS 
PRINCIPAL EMPLOYERS 

FISCAL YEAR 2013-14 and 2004-2005 

2013-14 
Percentage 

Number of ofTotal City 
Em_eloyees Rank Em12loyment 

3,816 11.43% 

2,402 2 7.19% 

1,875 3 5.61% 

1,240 4 3.71% 

1,200 5 3.59% 

841 6 2.52% 

702 7 2.10% 

699 8 2.09% 

350 9 1.05% 

350 IO 1.05% 

13,475 40.34% 

33,400 

Source: California Municipal Statistics, Inc. 
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2004-2005 
Percentage 

Number of of Total City 
Em_eloyees Rank Em_eloyment 

3,000 2 8.98% 

1,000 7 2.99% 

900 8 2.69% 

849 9 2.54% 

3,000 8.98% 

2,500 3 7.49% 

1,320 4 3.95% 

1,100 5 3.29% 

1,000 6 2.99% 

505 10 1.51% 

15, 174 45.43% 

33,400 



CITY OF MILPITAS 
AUTHORIZED FULL-TlME EQULYALENT EMPLOYEES BY FUNCTION/PROGRAM 

LAST TEN FISCAL YEARS 

600 

@300-

200 

100 

2005 2006 2007 2008 2009 20 I 0 2011 2012 2013 2014 

•Oencrnl Oovenun<nt 

• engineering nnd Plhnnfng 

a PMk3 nml Rccru•ion 
•Urfllrfcs 

2005 

Function 
General Government 77.3 
Building and Safely 23.0 
Public Works 78.8 
Engineering and Planning 55.5 
Planning and Neighborhood 
Services 
Recreation 29.0 
Parks and Recreation 
Police: 

Sworn Police 94.0 
Civilians 30.5 

Fire: 
Firefighters and Safety 70.0 

Civilians 10.0 
Utilil'ies 27.0 

Total 495.0 

Ollufldlng mvubllc Worh 
• Plnnnfng ond Neighborhood Service• • Rccrcntlon 

•Police • Fire 

Adoeted for Fiscal Year Ended June 30 
2006 2007 2008 2009 2010 2011 2012 --- --- --- ---

77.0 77.0 78.0 82.0 84.5 83.5 83.5 
23.0 23.0 23.0 23.0 28.0 28.0 28.0 
79.0 97.0 (a) 98.0 99.0 99.0 99.0 109.0 
55.5 (a) 

16.5 (a) 16.5 17.0 17.0 18.0 18.0 
29.0 (a) 

50.0 (a) 49.0 48.5 49.5 49.5 49.5 

94.0 94.0 94.0 94.5 94.5 94.5 94.0 
30.5 30.5 30.5 29.0 29.0 29.0 29.0 

70.0 70.0 70.0 70.0 70.0 70.0 70.0 

10.0 10.0 10.0 10.0 10.0 10.0 10.0 
27.0 27.0 27.0 25.0 24.5 ---112__ ---11:.L 

495.0 495.0 496.0 498.0 506.0 506.0 515.5 
= = = ===-

(a) The City departments were reorganized in fiscal year 2007. 

2013 ---

68.5 
28.0 
91 .0 

16.5 
25.5 
(b) 

91.5 
29.5 

70.0 

10.0 
24.0 

454.5 
= 
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2014 

65.5 
23.0 
94.5 

18.5 
(b) 25.5 

(b) 

92.0 
30.0 

70.0 

10.0 
27.5 

456.5 

(b) BcgiMing in fiscal year 2013, parks maintenance division is now under public works department and recreation division is part of 
human resources department, but it is reported separately here. 

Source: City of Milpitas, finnl budget 
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CITY OF MILPITAS 
OPERATING INDICATORS BY FUNCTION/PROGRAM 

LAST TEN FISCAL YEARS 

Fiscal Year 
2005 2006 2007 2008 2009 

Function/Program 
Building and Safety 

Building permits issued 3,156 3,788 3,500 3,500 3,500 
Plan checked performed 650 1, 181 1,000 1,000 1,000 

Public Works 
Street miles maintained 138 139 139 139 139 
Customer Service Requests 3,500 3,326 3,208 3,500 3,924 
Development projects reviewed n/a 293 190 150 100 

Planning and Neighborhood Services 
Customer Service RequestsNiolations abated 1,620 1,802 1,470 1,100 1,250 
,A .. pplications to Planning Commission 120 150 165 150 112 

Parks and Recreation 
Sports Center members 6,500 7,508 7,885 8,278 8,500 
Senior nutrition meals served 16,932 19,421 20,667 21,165 23,228 
Athletic Field maintenance (hours) 1,947 1,947 1,947 1,946 2,242 

Police 

Avg response time to emergency calls (minutes) 3:44 3:12 3:06 3:06 2:46 
Number of anti-terrorist patrol checks 10,664 12,813 12,300 3,500 3,500 
Crime prevention presentations 180 179 190 240 275 
Number of vehicle citations issued 14,453 14, 161 10,624 12,386 11,558 
DARE presentations: schools/students 14/1579 13/1538 14/1572 14/1492 13/1440 

Fire 
Emergency calls for service 4,200 4,250 4,000 4,368 4,300 
Public education events 73 70 65 80 70 
Permits Inspections 2,514 4,231 4,300 5,400 4,000 
Plan Review 845 1,005 1,000 750 995 

Utility 
Clean sewer lines (feet) 500,000 500,000 500,000 500,000 500,000 
Repair, replace or set water meters 422 425 600 580 700 
Average daily consumption (thousands of gallons) 10,090 9,162 9,693 9,693 8,870 

Source: City of Milpitas, final budget 
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Fiscal Year 
2010 2011 2012 2013 2014 

2,700 2,800 2,800 3,400 4,300 
800 800 800 1,100 1,500 

139 139 139 139 139 
3,900 3,000 3,350 3,500 2,880 

118 225 200 200 205 

980 800 725 725 725 
84 45 96 106 159 

10,000 1,200 1,400 1,600 1,450 
24,056 23,076 23,304 22,090 20,656 

2,100 1,641 n/a n/a n/a 

2:47 2:49 2:42 2:32 2:33 
1,469 1,469 1,693 1,996 2,550 

266 281 235 201 200 
11,391 8,544 6,901 4,120 3,516 
12/850 11/845 12/770 0 0 

4,400 4,400 4,075 4,356 4,356 
90 80 120 45 45 

4,000 4,000 4,334 4,510 4,510 
1,000 900 671 807 807 

500,000 550,000 500,000 329,313 640,255 
500 380 491 149 298 

9,200 8,100 8,200 9,340 9,300 
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CITY OF MILPITAS 
CAPITAL ASSET STATISTICS BY FUNCTION/PROGRAM 

LAST TEN FISCAL YEARS 

Fiscal Year 
2005 2006 2007 2008 2009 

Function/Program 
Public Works 

Miles of streets 137 139 139 139 138 
Street lights 4,346 4,354 4,354 4,435 4,460 
Square feet of buildings 

maintained (in thousands) 350 350 350 350 350 
City vehicles 631 635 635 630 617 
Signs 7,250 7,167 7,400 8,000 8,131 
Signal lights 68 68 68 68 71 
City Parks 26 26 29 32 32 
Acres of Parkland 172 172 172 172 179 
Playgrounds 32 32 30 29 37 

Parks and recreation 
Community centers 
Senior centers 
Sports centers 1 

Swimming pools 3 3 4 4 3 
Tennis courts 22 22 22 22 24 
Football field 1 1 1 
Baseball fields 21 21 21 21 21 
Soccer fields 13 13 13 13 13 
Basketball courts 5 5 5 5 5.5 
Volleyball courts 7 7 7 7 7 
Handball courts 4 4 4 4 4 

Police 
Police stations 2 2 2 2 2 
Police patrol vehicles 30 30 28 27 28 

Fire 
Fire stations 4 4 4 4 4 
Fire Apparatus 13 14 16 14 14 
Fire hydrants 1,755 1,756 1,756 1,809 1,756 

Utility 
Miles of water mains 203 204 204 206 204 
Water Tank Storage 

capacity (million of gallons) 15.64 15.64 15.64 16.21 15.64 
Miles of sanitary sewers 173 173 173 177 173 
Miles of storm drain 99 105 105 107 106 
Miles of recycled water main 11.0 11.0 11.0 11.0 11.0 

Source: City of Milpitas, final budget 
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Fiscal Year 
2010 2011 2012 2013 2014 

139 139 287 287 287 
4,496 4,496 4,500 4,500 4,500 

350 427 376 376 376 
622 622 247 242 252 

8,363 8,363 8,534 8,534 5,500 
71 71 72 72 72 
29 31 31 33 34 

179 178 179 179 180 
33 33 33 24 25 

4 4 3 3 3 
20 17 20 20 20 

1 1 
15 15 12 8 8 
5 2 3 9 9 

5.0 5.0 4.0 8 8 
5 4 5 4 9 

5 5 

2 2 2 2 2 
28 28 27 27 29 

4 4 4 4 4 
13 15 13 22 19 

1,840 1,840 1,840 1,840 1,847 

213 213 213 213 214 

16.26 16.26 16.26 16 16 
178 178 179 179 179 
110 110 110 110 110 
3.1 3.1 3.9 4 4 
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January 13, 2015 

Ms. Emma Karlen, Director of Financial Services 
City of Milpitas 
455 East Calaveras Boulevard 
Milpitas, CA 95035 

Dear Ms. Karlen: 

Subject: Approval of Oversight Board Action 

The City of Milpitas Successor Agency (Agency) notified the California Department of Finance 
(Finance) of its December 2, 2014 Oversight Board (OB) resolution on December 3, 2014 
Pursuant to Health and Safety Code (HSC) section 34179 (h), Finance has completed its review 
of the OB action. 

Based on our review and application of the law, OB Resolution No. 50 approving the Agency to 
refund the 2003 Tax Allocation Bonds, is approved. This approval is specifically conditioned on 
the understanding that no refunding bonds will be issued unless such bonds meet the limitations 
in HSC section 34177.5 (a). Any debt service obligations listed in a Recognized Obligation 
Payment Schedule stemming from bonds issued not in compliance with that section will not be 
approvable by Finance. 

Please direct inquiries to Wendy Griffe, Supervisor, at (916) 445-1546. 

Sincerely, 

Q~
eA fJY 

:YN WARD 
ct ng rogram Budget Manager 

cc: Ms. Jane Corpus Takahashi, Finance Manager, City of Milpitas 
Ms. Irene Lui, Controller Treasurer, Santa Clara County 
Mr. Jim Fabian, Principal, Fieldman, Rolapp, and Associates 
Ms. Elizabeth Gonzalez, Bureau Chief, Local Government Audit Bureau, California State 

Controller's Office 
California State Controller's Office 
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APPENDIX G 

 
GENERAL INFORMATION ABOUT THE CITY OF MILPITAS  

AND THE COUNTY OF SANTA CLARA 
 

The following information concerning Santa Clara County (the “County”) and the City of 
Milpitas (the “City”) is included only for the purpose of supplying general information regarding 
the Project Area.  The Refunding Bonds are not a debt of the County, the City, the State of 
California (the “State”) or any of its political subdivisions, and neither the County, the City, the 
State nor any of its political subdivisions is liable therefor. 
 
General 

 
The County.  Santa Clara County (the “County”) covers an area of over 1,300 square 

miles and is located south of the San Francisco Bay in northern California. There are two 
distinct valleys in the County, which are referred to as North County and South County. South 
County has more of an agricultural base and is comprised of only two cities, twenty miles apart 
from each other. As a contrast, North County is densely populated, heavily industrialized and 
extensively urbanized. This part of the County is comprised of 13 cities, each adjacent to 
another. Due to its high concentration of high-technology industries, the northwestern portion of 
North County is commonly referred to as “Silicon Valley.” Several small lakes and reservoirs are 
scattered across the County and the highest peak can be found in San José at Mount Hamilton 
with an elevation of 4,213 feet. Several major highways serve the County, including Highway 
101 providing access to San Francisco and Los Angeles. 

 
The City.  The City of Milpitas (the “City”) was incorporated in January 1954 and is 

located 45 miles south of San Francisco in the northern part of Santa Clara County.  Once a 
small agricultural town and later a stop-over point for travelers between Oakland and San Jose, 
Milpitas has grown into one of the world’s premier computer and semiconductor producers.  
Located in the northeastern side of the “Silicon Valley,” the City encompasses 13.63 square 
miles.    

 
Milpitas is a general law city, incorporated in 1954. It operates under a Council-Manager 

form of government.  The City’s political and legislative body is the City Council and is 
empowered by the general laws of the State of California to formulate citywide policy, including 
a fiscal program, City services and appointment of City Manager and City Attorney.  There are 
four City Council members who are elected at-large for staggered four –year terms, and the 
Mayor is selected every two years in a separate citywide election. 

 
The City provides a full range of municipal services.  These include: police, fire, 

neighborhood services, public improvements, planning, building and public facility inspection, 
engineering, water and sewer utilities, redevelopment, and general administrative services. 
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Population 
 
The following table lists population estimates for the City, the County and the State of 

California for the last five years, as of January 1 each year. 
 

CITY OF MILPITAS, COUNTY OF SANTA CLARA, STATE OF CALIFORNIA  
Population Estimates 

Years 2010 through 2014, as of January 1 
 

 
Year 

City of 
Milpitas 

Santa Clara 
County 

State of 
California 

2010 66,672 1,781,427 37,223,900 
2011 66,637 1,794,337 37,427,946 
2012 66,865 1,813,702 37,668,804 
2013 67,845 1,840,895 37,984,138 
2014 70,092 1,868,558 37,340,074 

 
    

Source:  California Department of Finance, Demographic Research Unit. 
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Industry and Employment 
 
The City is part of the San Jose Sunnyvale Santa Clara Metropolitan Statistical Area 

(“MSA”), which is comprised of Santa Clara and San Benito Counties. The unemployment rate 
in the San Jose-Sunnyvale-Santa Clara MSA was 5.2% in September 2014, down from a 
revised 5.5% in August 2014, and below the year-ago estimate of 6.6%. This compares with an 
unadjusted unemployment rate of 6.9% for California and 5.7% for the nation during the same 
period. The unemployment rate was 6.5% in San Benito County, and 5.2% in Santa Clara 
County. 

 
SANTA CLARA COUNTY 

Civilian Labor Force, Employment and Unemployment 
Calendar Years 2009 through 2013 

March 2013 benchmark 
 

 2009 2010 2011 2012 2013 
Civilian Labor Force (1) 875,700 879,600 891,500 910,400 923,200 
Employment 781,000 782,600 804,200 833,700 860,100 
Unemployment 94,800 97,000 87,400 76,700 63,200 
Unemployment Rate 10.8% 11.0% 9.8% 8.4% 6.8% 
Wage and Salary Employment:       
Agriculture 3,500 3,500 3,400 3,300 3,400 
Mining and Logging 200 200 200 200 300 
Construction 33,400 31,400 30,900 33,900 36,700 
Manufacturing 151,300 148,900 152,600 153,200 153,300 
Wholesale Trade 35,200 34,500 33,500 34,500 36,200 
Retail Trade 77,100 76,800 79,600 81,900 82,700 
Transportation, Warehousing, Utilities 11,900 11,700 11,800 12,700 13,600 
Information 43,800 46,300 51,200 54,100 58,600 
Finance and Insurance 18,100 18,100 19,200 20,200 20,400 
Real Estate and Rental and Leasing 13,100 12,700 12,900 12,800 12,800 
Professional and Business Services 160,400 160,800 166,600 177,700 190,200 
Educational and Health Services 120,200 122,500 124,800 132,700 143,400 
Leisure and Hospitality 73,500 73,800 76,300 81,300 86,100 
Other Services 24,100 23,900 24,100 24,300 25,000 
Federal Government 10,600 10,500 10,000 9,700 9,800 
State Government 6,600 6,200 6,200 6,200 6,100 
Local Government 76,200 74,700 73,700 72,800 73,200 
Total all Industries (2) 859,100 856,600 876,900 911,500 951,600 
   
(1) Industry employment is by place of work; excludes self-employed individuals, unpaid family workers, household domestic 

workers, and workers on strike. 
(2) Totals may not add due to rounding. 
Source: State of California Employment Development Department. 
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Principal Employers 
 
The following table lists the principal employers within the City for the fiscal year 2013-

14.  
 

CITY OF MILPITAS 
Principal Employers 
As of June 30, 2014 

 
 
Employer Name 

No. of 
Employees 

% of City 
Employment 

Cisco Systems, Inc. 3,816 11.43% 
KLA-Tencor Corporations 2,402 7.19 
SanDisk Corporation 1,875 5.61 
Linear Technology Corporation 1,240 3.71 
Flextronics International 1,200 3.59 
Milpitas Unified School District 841 2.52 
FireEye, Inc. 702 2.10 
Headway Technologies 699 2.09 
Spectra Laboratories 350 1.05 
Kaiser Permanente 350 1.05 

    
Source: City of Milpitas Comprehensive Annual Fiscal Report for Fiscal Year Ended June 30, 2014.  
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The following table lists the largest manufacturing and non-manufacturing employers 
within the County as of November 2014: 

 
COUNTY OF SANTA CLARA 

Major Employers 
As of November 2014 

(In Alphabetical Order) 
 

Employer Name Location Industry 
Adobe Systems Inc  San Jose  Publishers-Computer Software (Mfrs) 
Advanced Micro Devices Inc  Sunnyvale  Computers-System Designers & Consultants 
Apple Inc  Cupertino  Computers-Electronic-Manufactu 
Bon Appetit-Cafe Adobe  San Jose  Restaurant Management 
California's Great America  Santa Clara  Amusement Places 
Christopher Ranch Llc  Gilroy  Garlic (Mfrs) 
Fine Pitch  Milpitas  Solar Energy Equipment-Manufacturers 
Gca Services  Alviso  Janitor Service 
General Motors Advanced Tech  Palo Alto  Automobile-Manufacturers 
Hewlett-Packard Co  Palo Alto  Computers-Electronic-Manufactu 
Intel Corp  Santa Clara  Semiconductor Devices (Mfrs) 
Kaiser Permanente Medical Ctr  San Jose  Hospitals 
Kaiser Permanente Medical Grp  San Jose  Hospitals 
Lockheed Martin Space Systems  Sunnyvale  Satellite Equipment & Systems-Mfrs 
Microsoft Corp  Mountain View  Computer Software-Manufacturers 
Nasa  Mountain View  Federal Government-Space Research/Tech 
Net App Inc  Sunnyvale  Computer Storage Devices (Mfrs) 
Philips Lumileds Lighting Co  San Jose  Lighting Fixtures-Supplies & Parts-Mfrs 
San Jose State  San Jose  Schools-Universities & Colleges Academic 
Santa Clara Valley Med Ctr  San Jose  Hospitals 
Sap Center At San Jose  San Jose  Stadiums Arenas & Athletic Fields 
Silicon Valley Sports & Entrtn  San Jose  Entertainment Bureaus 
Stanford Univ School Medicine  Stanford  Schools-Medical 
Surgecenter of Palo Alto  Palo Alto  Surgical Centers 
Va Medical Ctr-Palo Alto  Palo Alto  Hospitals 

  
Source: State of California Employment Development Department, extracted from The America's Labor Market Information System 
(ALMIS) Employer Database, 2014 2nd edition. 
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Effective Buying Income 
 
“Effective Buying Income” is defined as personal income less personal tax and nontax 

payments, a number often referred to as “disposable” or “after-tax” income.  Personal income is 
the aggregate of wages and salaries, other labor-related income (such as employer 
contributions to private pension funds), proprietor’s income, rental income (which includes 
imputed rental income of owner-occupants of non-farm dwellings), dividends paid by 
corporations, interest income from all sources, and transfer payments (such as pensions and 
welfare assistance).  Deducted from this total are personal taxes (federal, state and local), 
nontax payments (fines, fees, penalties, etc.) and personal contributions to social insurance.  
According to U.S. government definitions, the resultant figure is commonly known as 
“disposable personal income.” 
 

The following table summarizes the total effective buying income for the City, the 
County, the State of California and the United States for the period 2009 through 2013. 
 

CITY OF MILPITAS, SANTA CLARA COUNTY,  
STATE OF CALIFORNIA AND UNITED STATES 

EFFECTIVE BUYING INCOME 
As of January 1, 2009 through 2013 

 
 
 
Year 

 
 
       Area 

Total Effective 
Buying Income 
(000’s Omitted) 

Median Household 
Effective  

Buying Income 
    

2009 City of Milpitas $     1,856,665 $ 79,012 
 Santa Clara County  55,561,405 71,077 
 California  844,823,319 49,736 
 United States 6,571,536,768 43,252 
    

2010 City of Milpitas 1,736,263 74,872 
 Santa Clara County  53,692,143 68,047 
 California  801,393,028 47,177 
 United States 6,365,020,076 41,368 
    

2011 City of Milpitas 1,766,410 74,066 
 Santa Clara County  54,491,135 67,801 
 California  814,578,458 47,062 
 United States 6,438,704,664 41,253 
    

2012 City of Milpitas 1,760,820 73,766 
 Santa Clara County  61,464,868 68,852 
 California  864,088,828 47,307 
 United States 6,737,867,730 41,358 
    

2013 City of Milpitas 1,881,475 76,417 
 Santa Clara County  61,802,913 70,595 
 California  858,676,636 48,340 
 United States 6,982,757,379 43,715 
    
Source: The Nielsen Company (US), Inc. 
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Commercial Activity 
 
In 2009, the SBE converted the business codes of sales and use tax permit holders to 

North American Industry Classification System codes. As a result of the coding change, data for 
2009 is not comparable to that of prior years. Summaries of historic taxable sales within the City 
and the County during the past five years in which data is available are shown in the following 
tables.  Annual figures for calendar year 2013 or 2014 are not yet available.  

 
Total taxable sales during the first two quarters of calendar year 2013 in the City were 

reported to be $824,335,000, a 5.76% decrease over the total taxable sales of $874,740,000 
reported during the first two quarters of calendar year 2012. 

 
CITY OF MILPITAS  

Taxable Retail Sales 
Number of Permits and Valuation of Taxable Transactions 
Calendar Years 2008 through 2012 (Dollars in Thousands) 

 
 Retail Stores  Total All Outlets 
 
 

 
Number 

of Permits 

  
Taxable 

Transactions 

  
Number 

of Permits 

  
Taxable 

Transactions 
2008 987 $983,912  2,026 $1,401,011 
2009 (1) 1,130 867,997  1,884 1,270,513 
2010 (1) 1,143 1,008,956  1,846 1,410,525 
2011 (1) 1,180 1,095,281  1,905 1,515,305 
2012 (1) 1,193 1,204,355  1,914 1,763,290 

    
(1) Data for retail stores not comparable to prior years. 
Source: California State Board of Equalization, Taxable Sales in California (Sales & Use Tax). 

 
Total taxable sales during the first two quarters of calendar year 2013 in the County 

were reported to be $17,965,400,000, a 4.61% increase over the total taxable sales of 
$17,173,998,000 reported during the first two quarters of calendar year 2012. 

 
COUNTY OF SANTA CLARA 

Taxable Retail Sales 
Number of Permits and Valuation of Taxable Transactions 
Calendar Years 2008 through 2012 (Dollars in Thousands) 

 
 Retail Stores  Total All Outlets 
 
 

 
Number 

of Permits 

  
Taxable 

Transactions 

  
Number 

of Permits 

  
Taxable 

Transactions 
      

2008 20,603 $19,313,313  47,253 $32,274,306 
2009 (1) 26,695 16,385,238  43,396 27,427,709 
2010 (1) 27,215 17,695,858  43,583 30,523,322 
2011 (1) 27,252 19,419,542  43,390 33,431,217 
2012 (1) 28,109 21,116,708  43,980 36,220,445 

    
(1) Data for retail stores not comparable to prior years. 
Source: California State Board of Equalization, Taxable Sales in California (Sales & Use Tax). 
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Construction Activity 
 
Construction activity in the City and the County for the past five years for which data is 

available is shown in the following tables.  Annual figures are not yet available for calendar year 
2014. 

 
CITY OF MILPITAS 

Building Permit Valuation 
For Calendar Years 2009 through 2013 

(Dollars in Thousands) 
 

 2009 2010 2011 2012 2013 
Permit Valuation      
New Single-family $1,009.9 $591.5 $2,523.1 $25,511.6 $88,491.4 
New Multi-family 11,840.2 55,207.1 40,019.8 20,383.0 140,604.9 
Res. Alterations/Additions 9,560.6 3,718.8 4,559.9 3,873.8 3,932.5 

Total Residential 22,410.8 59,517.4 47,102.8 49,768.4 233,028.8 
New Commercial 0.0 0.0 14,850.0 10,643.8 8,958.0 
New Industrial 0.0 0.0 0.0 1,835.9 3,310.0 
New Other 677.4 10,555.9 150.0 1,570.0 0.0 
Com Alterations/Additions 29,325.0 26,073.1 30,558.3 81,837.6 71,368.6 

Total Nonresidential 30,002.4 36,629.1 45,558.3 95,887.3 83,636.7 
      
New Dwelling Units      
Single Family 9 3 7 66 265 
Multiple Family 60 413 366  66 577 
     TOTAL 69 416 373 132 842 

    
Source:  Construction Industry Research Board, Building Permit Summary. 

 
SANTA CLARA COUNTY 
Building Permit Valuation 

For Calendar Years 2009 through 2013 
(Dollars in Thousands) 

 2009 2010 2011 2012 2013 
Permit Valuation      
New Single-family $245,033.4 $307,367.4 $366,126.4 $678,168.8 $694,884.6 
New Multi-family 74,466.1 457,923.9 315,853.0 558,544.1 941,420.4 
Res. Alterations/Additions 259,190.4 320,582.9   392,229.1 288,105.1 423,739.6 

Total Residential 578,689.8 1,085,874.3 1,074,208.5 1,524,818.0 2,060,044.6 
New Commercial 215,433.8 267,010.0 228,074.5 745,468.8 1,217,647.4 
New Industrial 0.0 33,862.0 68,701.3 22,481.5 72,222.0 
New Other 213,976.4 119,682.9 47,728.5 19,197.3 1,749,161.2 
Com Alterations/Additions 758,365.7 735,059.6 1,122,235.2 1,115,633.3 1,293,656.1 

Total Nonresidential 1,187,775.9 1,155,614.6 1,466,739.5 1,902,780.9 4,332,686.8 
      
New Dwelling Units      
Single Family 667 826 978 1,432 1,859 
Multiple Family 450 3,627 2,234 4,245 6,009 
     TOTAL 1,117 4,453 3,212 5,677 7,868 
    
Source:  Construction Industry Research Board, Building Permit Summary. 
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Section A - Introduction 
 
The Successor Agency to the Redevelopment Agency of the City of Milpitas (Agency or 
Successor Agency) is considering the issuance of Tax Allocation Refunding Bonds, 
Series 2015 (Bonds). The Agency intends to pledge a portion of the tax increment 
revenues generated from the Milpitas Redevelopment Project No.1 (Project Area) to 
repayment of the Bonds.  
 
The purpose of this Fiscal Consultant Report (Report) is to provide in depth information 
about the tax increment revenues to be used to support repayment of the Bonds. The 
Report includes the following sections that address various aspects of the revenue stream: 
 

A. Introduction: This section provides an overview of the Report and its purpose. 
B. Redevelopment Dissolution Act: Includes a discussion of the Redevelopment 

Dissolution Act bills that are contained in AB 26, AB 1484 and other legislative 
bills that amended the Act (the Dissolution Act). 

C. General Information: Provides information on the Project Area, including a 
general description of the Redevelopment Plan and the financial and time limits of 
the Project Area.  A brief description of the systems and procedures used by Santa 
Clara County for the allocation of tax increment is also included in this section. 

D. Taxable Values and Historical Revenues: Information in this section includes a 
description of the categories of taxable values, the historical trends in values and 
revenues and the Top Ten Assessees of the Project Area. 

E. Assessment Appeals: The findings from a review of the records of the Santa Clara 
County Assessment Appeals Board are included in this section. 

F. Estimate of Current and Future Revenues: This part of the report includes the 
tax increment projections for the Project Area. 

G. Adjustments and Liens on Revenue: This section provides information on and 
the estimated impact of adjustments and liens on the revenue stream.  

 
The value and revenue estimates contained in this Report are based upon information and 
data which we believe to be reasonable and accurate.  The assessment practices and 
county allocation procedures discussed in this Report are based on information provided 
by representatives of Santa Clara County.  Assessment practices and allocation 
procedures are set, in part, administratively and can be changed.  Nothing came to our 
attention during this review to indicate changes are imminent.  To a certain extent, the 
estimates of revenue are based on assumptions that are subject to a degree of uncertainty 
and variation and therefore we do not represent them as results that will actually be 
achieved.  However, they have been conscientiously prepared on the basis of our 
experience in the field of financial analysis for redevelopment agencies. The numbered 
tables that are referred to are located in the back of the Report. 
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Section B – Redevelopment Dissolution Act 
 
In December 2011, the California Supreme Court issued its opinion in the case of 
California Redevelopment Association, et al., v. Matosantos, et al. The Court upheld the 
right of the state to dissolve redevelopment agencies pursuant to the Dissolution Act.  
Based on modified time lines approved by the Court, all redevelopment agencies, 
including the Milpitas Redevelopment Agency (Original Agency), were dissolved 
effective February 1, 2012.  The City of Milpitas has assumed the role of Successor 
Agency and is charged with winding down the affairs of the Original Agency and to make 
payments due on enforceable obligations, as defined in the Dissolution Act.   
 
Under the Dissolution Act, tax increment is no longer deemed to flow to the Successor 
Agency. Rather, all funds are considered property taxes. The requirement to deposit a 
portion of the tax increment into a low and moderate income housing fund is no longer 
required. The Dissolution Act allows the Agency to issue refunding bonds so long as the 
refunding results in debt service savings. The Agency is authorized to pledge the property 
tax revenues that were formerly tax increment revenues to secure repayment of the 
refunded bonds.  
 
The County Auditor-Controller is required to determine the amount of property taxes that 
would have been allocated to each redevelopment agency had the agency not been 
dissolved. All former tax increment monies go into a Redevelopment Property Tax Trust 
Fund (RPTTF or Trust Fund) which is controlled by the County Auditor-Controller. 
References in this report to tax increment mean property taxes that are deposited to the 
RPTTF. 
 
The money in the Trust Fund is used as follows: 
 

1. Allocate to the County property tax administrative fees and other costs needed to 
implement the Dissolution Act. 

2. Pay all pass-through payments to the taxing entities.  The former Project Area has 
an obligation to make payments required pursuant to Section 33607.5 and 33607.7 
of the Community Redevelopment Law (CRL) and 34183 (a) of the Dissolution 
Act.  

3. Pay obligations required per the Recognized Obligation Payment Schedule 
(ROPS), including debt service on the Bonds.     

4. Pay the administrative allowance, which goes to the Successor Agency to be used 
to wind down the affairs of the Original Agency.   

5. Distribute the balance to the taxing entities pursuant to Section 34183 and 34188 
of the Dissolution Act. 

 
The allocations from the Trust Fund take place in two six month installments in January 
and June of each year. The Successor Agency prepares a forward looking ROPS to cover 
the subsequent six month period.  Once approved by the Oversight Board and DOF, the 
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County Auditor-Controller releases the Trust Fund revenues to pay for the obligations on 
the ROPS.  By way of illustration, funds released in June 2014 generally reflect property 
taxes that were collected during the period from January through April 2014.  The 
approved ROPS covered costs that are paid during the period from July through 
December 2014. Any excess Trust Fund revenue not needed to meet the various 
obligations shown in items one through four above would be reallocated to the taxing 
entities. The six month allocation system in the Dissolution Act can cause a problem in 
meeting debt service payments for some agencies, since semi-annual debt service 
payment on the Bonds are uneven. For the Agency, interest payments are made in March 
each year, while principal and interest payments are made in September. The Agency has 
not had this problem since there have been adequate RPTTF allocations to meet debt 
service requirements during each ROPS period, as shown in the ROPS cash flow attached 
as an appendix to this report. In addition, the Indenture for the Bonds will require that the 
Agency set-aside 50 percent of the principal payment on the Bonds during each ROPS 
period, which will create a more even payment schedule between periods.  
 
Section C - General Information 

 

The Project Area 

 
The Redevelopment Plan for the Project Area was originally adopted by the City Council 
on September 21, 1976 pursuant to Ordinance No.192 (Original Area). The Project Area 
has been amended multiple times.  Three of these amendments added territory, which are 
referred to as the First Amendment Area, Second Amendment Area and the Midtown 
Area.  The Midtown Area was added to the Project Area as part of the Eighth 
Amendment that was approved on June 17, 2003. The Eighth Amendment also 
established one combined tax increment limit and one combined limit on the principal 
amount of bonds that can be outstanding at one time for the entire Project Area. The City 
Council also extended certain financial time limits with amendments that were adopted in 
October 2003 and October 2006.  Also in October 2006, the Project Area was merged 
with the Great Mall Project Area, but that project area is not eligible to receive tax 
increment and so no revenue is generated from it. In May of 2010, the City Council 
amended the Redevelopment Plan for the thirteenth time. That amendment added territory 
and also changed certain time and financial limits, but that ordinance was rescinded in 
April 2012 and has no effect on the generation of tax increment.   
 
The current financial time limits for the Project Area are shown on the following page. 
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Original 

Area 

 
First Amendment 

Area  

Second 
Amendment 

Area 

 
Midtown  

Area 
Debt Establishment 1/01/14 1/01/14 1/01/14 6/17/23 

     
Plan Effectiveness 9/21/2019 9/4/2022 5/4/2025 6/17/2034 

     
Tax Increment Receipt 9/21/2029 9/4/2032 5/4/2035 6/17/2049 

     
Bond Debt Limit --------------------$498 million combined--------------- 

  
Tax Increment Limit ---------------$2.4 billion combined---------------- 
 
As shown above, the Redevelopment Plan contains a cumulative limit on the amount of 
tax increment the Agency can be allocated of $2.4 billion. It is unclear whether, under the 
Dissolution Act, the tax increment limit is still in existence. Section 34182 (c) (1) of the 
Dissolution Act states that the amount of revenues previously received by redevelopment 
agencies prior to dissolution are deemed property tax revenues, which would support the 
idea that tax increment limits no longer exist, since there is no longer any tax increment 
being distributed to agencies. It is also unclear, if the limit is still in effect, what counts 
towards the limit, whether all former tax increment or only that portion which is received 
by the Agency to pay for enforceable obligations. If it is assumed that all tax increment 
continues to be subject to the limit, then the Agency has received approximately $707.7 
million in tax increment under the cumulative tax increment limit through 2013-14. If 
only the amount the Successor Agency receives is subject to the limit, then the total 
cumulative tax increment received through 2013-14 is approximately $663.5 million. If 
the cumulative limit is based on total tax increment, then based on the projections of tax 
increment shown in this Report in Table 6, which are based on a 2 percent trend in real 
property values plus new development, the cumulative tax increment limit will not be 
reached before the Bonds mature. Assessed value growth would need to average 7 percent 
per year in order for the tax increment limit to be reached by 2031 when the Bonds 
mature.  
 
The Original Area contains 577 acres of land. The First Amendment Area added 483 
acres of land; the Second Amendment Area added 479 acres; and the Third Amendment 
Area added 691 acres. In total, the Project Area contains 2,230 acres and includes low and 
medium density residential, industrial, commercial and public land uses. The table on the 
following page provides information on the land uses in the Project Area based on the 
2014-15 property tax roll.   
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LAND USE CATEGORY SUMMARY 2014-15 
  

  
  

  
 

Taxable Percent of 

 
Parcels Value Total 

  
  

  
Residential 3,986  $2,304,093,539  38.79% 
Commercial 195  540,577,642  9.10% 
Industrial 182  1,465,299,109  24.67% 
Vacant Land 456  275,204,067  4.63% 
Other 58  47,345,348  0.80% 
        
Total Secured 4,877  4,632,519,705  78.00% 
  

  
  

Unsecured / State 
Assessed 1,306,666,402  22.00% 
  

  
  

Grand Total   5,939,186,107  100.00% 

 

 

Property Tax Allocation Procedures 

 
The method by which a county allocates property taxes and tax increment revenues can 
have a significant impact on the receipt of such revenues.  Incorrectly allocated revenues 
can result in a redevelopment project area receiving erroneous amounts of revenue.  In 
addition, the method a county uses to allocate delinquent taxes, roll corrections and 
property tax refunds will impact the amount of tax increment received.  For these reasons, 
Santa Clara County’s procedures for the allocation of property taxes and tax increment 
were evaluated. 
 
Santa Clara County calculates tax increment to the Project Area by applying the one 
percent tax rate to incremental taxable values. The County also allocates unitary revenue 
to the Project Area.  The allocation of unitary revenue is based on a formula under which 
revenues are adjusted by the actual growth or decline in unitary revenues on a countywide 
basis. 
 
Tax increment generated from both the secured and unsecured tax rolls are allocated 
based on 100 percent of the County calculated levy. Redevelopment agencies are 
therefore shielded from the impact of delinquent property taxes on both the secured and 
unsecured roll. The allocation to redevelopment agencies differs from the County’s 
normal allocation to other taxing entities under the Teeter Plan.  Under the Teeter Plan, 
taxing entities receive 100 percent of the secured tax levy without regard to the impact of 
delinquent property taxes, but unsecured taxes are allocated based on actual collections. 
The County also adjusts tax increment payments for roll corrections, such as refunds of 
property taxes due to successfully appealed assessments.  
 
Subsequent sections of this Report include a discussion of the impact of the County’s 
allocation practices on the Project Area’s tax increment revenues. 
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Section D – Taxable Values and Historical Revenues 
 
 Taxable Values 

 
Property is valued as of January 1 of each year.  Property that is subject to taxation is 
valued at 100 percent of its full cash value.  Locally assessed property is appraised by the 
county assessor’s office.  The State Board of Equalization (SBE) values state assessed 
property. 
 
Real property consists of land and improvements and can either appear on the secured or 
the unsecured roll.  The secured roll includes property on which the property tax levied 
becomes a lien on the property to secure payment of taxes.  Unsecured property does not 
become a lien on such property, but may become a lien on other property of the taxpayer. 
 
Locally assessed real property is subject to the provisions of Article XIII A of the 
California Constitution, commonly referred to as Proposition 13.  Under Proposition 13, 
property is valued based either on its value in 1975-76 or if newly constructed or sold 
after this date, then on the full cash value of the property at that time.  Property values 
may only increase by an inflation factor of up to 2 percent annually.  The Proposition 13 
value of property is sometimes referred to as the factored base year value.  Pursuant to 
Section 51 (b) of the Revenue and Taxation Code, assessors must enroll the lesser of the 
market value or the factored base year value of property. 
 
Personal property values can be classified as either secured or unsecured property.  
Personal property is not subject to the provisions of Proposition 13.   Personal property is  
appraised annually at the full cash value of the property.  Absent new acquisitions, the 
full cash value of personal property tends to decline over time as a result of depreciation. 
Fixtures, while categorized as real property and subject to the restrictions of Proposition 
13, are also subject to declining values through depreciation. 
 
State-assessed property is also not subject to the provisions of Proposition 13.  Such 
property is valued by the SBE based on the full cash value of the property.  State-assessed 
property is categorized as secured property and is either unitary or non-unitary property.  
Since 1987-88, the value of unitary property has been reported on a county-wide basis, 
with unitary revenues allocated to taxing entities and redevelopment projects pursuant to 
a formula contained in AB 454. Starting in 2007-08, unitary railroad value has been 
reported on a county-wide basis with the resulting revenues allocated under a formula 
contained in state law. State-assessed non unitary values are reported at the local tax rate 
area level.  
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Project Area Value Trends  

 

Table 1 shows the historical taxable values for the Project Area over the past ten years. 
Taxable values have increased from $3.4 billion in 2005-06 to $5.9 billion in 2014-15.  
The total percentage change was 74.95 percent over the ten-year period.  The average 
annual percentage change in values was 6.41 percent. 
 
Secured values dropped between 2009-10 and 2011-12 by a total of $226 million. The 
largest reason for the drop was due to Proposition 8 reductions (see Section E for a 
complete discussion). The County made across the board reductions pursuant to 
Proposition 8 to both residential and non-residential property. Non-residential property 
decreased by $321 million. Residential property also went down during this period by 
$120 million due to Proposition 8 reductions, although only approximately $30 million of 
this affected the 2011-12 tax roll. The balance of the reductions occurred after the January 
1 lien date, primarily for newly constructed residential units, and affected the subsequent 
2012-13 tax roll. The sale of property also decreased values by $66.7 million. Reductions 
in value were partially offset by new development activity and other property sales which 
increased value by a total of $205 million.  
 
Between 2012-13 and 2014-15, secured values increased by over $1 billion. The table 
below summarizes the components that led to the increase. 
 
       

Increases 2012-13 to 2014-15 
  Residential Prop 8 Reversals $160,136,610  
  Residential CPI 19,202,441  
  Residential Sales 48,091,636  
  Residential New Development 315,732,428  
  NR Prop 8 Reversals 308,053,554  
  NR Sales / New Dev. 130,365,433  
  Other NR Increases 19,368,028  
  
Total $1,000,950,130  

 
Many of the Proposition 8 reductions have been reversed, which added to the value 
increase. There is also significant new residential development being constructed in the 
Project Area, which increased value by $315 million. This reflects only the partial 
completion and sale of units for these developments. The tax increment projections 
included in Section F include projections of new assessed value for those residential units 
that have recently been completed or that are under construction but are not yet fully on 
the tax roll. 

 

Historical Tax Increment Revenues    
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Table 2 provides information on the historical receipt of tax increment revenues in the 
Project Area.  The initial County levy is compared to the actual receipt of tax increment 
(exclusive of supplemental revenues) to determine collection trends.  The levy and 
receipts analysis shown on Table 2 reflect gross tax increment. Actual receipts of tax 
increment have averaged 99.23 percent of the levy for the Project Area.  
 
Supplemental property tax receipts are also shown on Table 2.  Supplemental taxes are a 
function of new construction or changes of ownership since the last property tax lien date 
and typically increase the amount of tax increment in a project area.  When supplemental 
property taxes are included the Agency has received 100.33 percent of the levy. 
 
Table 3 presents historical information on Tax Revenues.  The amounts shown on this 
table reflect those revenues that are a part of the Tax Revenues pledged to repayment of 
the Bonds.   
 

Top Ten Assessees 

 
The Top Ten Assessees in the Project Area are summarized on Table 4. Taxable value for 
the Top Ten Assessees represents 34.62 percent of the overall value of the Project Area 
and 40.01 percent of the incremental value.   
 
Section E – Assessment Appeals 
 
Taxpayers may appeal their property tax assessments.  The value of locally assessed 
property is appealed to the local county assessor, while the value of state assessed 
property is appealed to the SBE.  Both real and personal property assessments can be 
appealed.  Personal property appeals are filed based on disputes over the full cash value 
of the property. 
 
Under California law, there are two types of appeals for the value of real property.  A 
base year appeal involves the Proposition 13 value of property.  If an assessee is 
successful with a base year appeal, the value of the property is permanently reduced. In 
the future, the value can only be increased by an inflation factor of up to 2 percent 
annually.  Appeals can also be filed pursuant to Section 51 (b) of the Revenue and 
Taxation Code.  Under this section of the code, also referred to as Proposition 8 appeals, 
the value of property can be reduced due to damage, destruction, removal of property or 
other factors that cause a decline in value.  When the circumstance that caused the decline 
is reversed the value of the property can be increased up to the factored base year value of 
the property.  Values can be reduced under Proposition 8 either based on a formal appeal 
or they can be set by the county assessor.     
 

Assessment Appeals Activity 

 
Due to the impact that assessment appeals can have on the taxable values and tax 
increment revenues of a project area, a review of recently resolved and open appeals was 
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conducted.  The table below shows the outcome of resolved appeals between 2010-11 and 
2012-13. The information has been provided to indicate the potential impact from open 
appeals. All of the appeals shown in the table below have been incorporated into the 
2014-15 tax roll.  
 

Prior Resolved Appeals – Analysis of Impacts 
Total Number of Filed Appeals 175     Number of Appeals Outstanding 82     Resolved Appeals 93     Number of Resolved Appeals with Reductions 77     % of Appeals Resulting in Reductions to AV 83%    Assessed Value Reductions from Resolved Appeals $141,019,279     Average Percent Reduction to Assessed Value 22%    Overall Success Factor 18%    

 
Table 5 shows the number of open appeals in the Project Area. In order to determine the 
potential future impact of the appeals, we have applied the overall success factor ratio 
shown above of 18 percent to all open appeals. This could, in total, reduce future taxable 
values by $313.9 million. We have assumed that these reductions would impact the 2015-
16 and 2016-17 tax rolls, and have reduced taxable values for purposes of the tax 
increment projections shown on Table 7 by this amount.  If the appeals are successful, 
they will also trigger refunds of prior year taxes paid.  Since some of the outstanding 
appeals go back to 2012-13, there could be multiple year refunds.  We have reduced the 
tax increment projections shown on Table 7 in 2015-16 and 2016-17 for the potential 
reductions from refunds. 

 

Proposition 8 Reductions and Reversals 

 
A number of counties in California, including Santa Clara County, have processed 
temporary assessed value reductions for certain properties (Proposition 8 reductions) 
where the assessed values exceeded the current market value of properties as of the 
January 1 lien date without prompting from individual taxpayers.  Typically, the 
properties to be reviewed by the various counties for these “automatic” reductions were 
single family homes and condominiums which transferred ownership between 2003 and 
December 31, 2010.  These Proposition 8 reductions were triggered because residential 
property values  decreased in many areas of the state during that time period.  
 
We have reviewed information on all Proposition 8 residential value changes between 
fiscal years 2009-10 and 2014-15 to determine how many parcels went down in value in 
the Project Area during that period, and also how many have received reversals. The 
results of our analysis are shown below.  
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Proposition 8 Residential Impacts 

  Decreases – 2009-10 Through 2012-
13 

 Number of Residential Parcels 1,385  

Percentage of All Parcels 43% 

Total Value Decline ($163,266,450) 

  Increases – 2012-13 Through 2014-15 
 Number of Residential Parcels 1,313  

Percentage of All Parcels 42% 

Total Value Increase $160,136,610  

 
 
As shown on the table above, 1,385 residential parcels (inclusive of both single and 
multifamily parcels) had been reduced as of fiscal year 2012-13 tax roll, with a value 
reduction of $163 million. Proposition 8 value reductions are temporary, and once the 
market value of property goes back up, the value for the parcels under Proposition 8 
status can increase up to their Proposition 13 base, including the compounded 2 percent 
Proposition 13 inflation adjustment. Beginning in 2013-14, and continuing through 2014-
15, the County has reversed many of the prior Proposition 8 reductions and increased 
value by $160 million.  
 
In terms of future residential Proposition 8 reductions, recent sales data indicates that 
property is selling for more than the value recorded on the current tax roll. The table 
below shows the recent trends for calendar years 2013 and 2014 (through September).  
 

2013 Sales:  
   Total Sales 197 
   Aggregate Sales Price $141,212,582 
   Aggregate Tax Roll Value $79,046,664 
Percent Increase Between Sales Price 
and Tax Roll Value 

79% 

2014 Sales:  
   Total Sales 135 
   Aggregate Sales Price $ 102,864,600 
   Aggregate Tax Roll Value $64,244,963 
Percent Increase Between Sales Price 
and Tax Roll Value 

61% 

 
The table shows that sales values were 79 percent higher than tax roll values in 2013, and 
that 2014 sales values were 61 percent higher. It should also be noted that part of the 
reason that sales values have been so much higher than tax roll values is due to the impact 
of new housing development, since only partial value was recorded on the prior year tax 
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roll as the units were being constructed. Given that sales prices are exceeding tax roll 
values by a substantial margin, and the County has reversed most of the prior residential 
Proposition 8 reductions, we have assumed that there would be no further Proposition 8 
reductions in fiscal year 2015-16 or future fiscal years for purposes of the tax increment 
projections shown in Section F.   
 
Santa Clara County also reduced non-residential property pursuant to Proposition 8, in 
some cases without the filing of appeals by the property owner. The impact of those 
reductions, and the subsequent reversals, are shown in the table below. The reductions for 
non-residential property primarily occurred on the 2011-12 tax roll, and by 2014-15 
assessed value for most of those reductions had been largely reversed.   
 

Proposition 8 Non-Residential Impacts 

  Decreases – 2009-10 Through 2011-
12 

 Number of Parcels 70  

Percentage of All Parcels 8% 

Total Value Decline (321,533,787) 

  Increases – 2012-13 Through 2014-15 
 Number of Parcels 64  

Percentage of All Parcels 7% 

Total Value Increase 308,053,554  

 
 
Section F - Estimate of Current and Future Tax Increment Revenue        
 
County auditor-controller’s are required to calculate the funds that flow to the RPTTF as 
if the redevelopment agency still existed. Given this, the RPTTF, or tax increment 
revenues, continue to be calculated by first subtracting the base year value of a project 
area from the current year taxable value in order to determine the incremental taxable 
value of the project area. The 1 percent tax rate is then applied to the incremental taxable 
value in order to determine tax increment revenues. In the aftermath of the Dissolution 
Act, the County no longer allocates any tax increment from tax rates in excess of 1 
percent. 
 
Unitary revenues are allocated to the Project Area based on a formula contained in AB 
454.  Generally, the Agency receives unitary revenues on the basis of amounts that were 
received in the prior fiscal year.  The prior year allocations are adjusted annually based on 
changes in unitary revenue on a countywide basis.   
 
The Agency also receives supplemental property taxes for the Project Area on an annual 
basis.  Due to the difficulty of estimating supplemental revenues, we have not included 
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such revenues in the projections. Supplemental property taxes typically increase the 
receipt of tax increment.  

 

Current Year Revenues 

 

An estimate of current year (2014-15) tax increment revenues are shown on Table 6. The 
values utilized are based on actual taxable values provided by Santa Clara County. Tax 
increment generated from the application of the 1 percent tax rate to incremental taxable 
value for 2014-2015 is estimated at $51.4 million.  Unitary revenues are estimated to 
equal $261,500 for the Project Area for the 2014-15 fiscal year. The estimate is based on 
the actual unitary revenues allocated to the RPTTF in 2013-14.  
  

Projected Revenues 

 
Tables 7 and 7.1 provide a projection of tax increment revenues. Real property shown on 
the tables consists of locally reported secured and unsecured land and improvement 
values.  The other property category includes personal property and state assessed values. 
 
The future level of real and other property values has been estimated based on actual 
values reported by Santa Clara County for 2014-15 (see “Current Year Revenues” above).  
On December 5, 2014 the SBE issued a letter showing that the annual inflation 
adjustment for fiscal year 2015-16 would be 1.998 percent. For 2015-16 we have used 
that factor to increase real property values, and for future fiscal years beyond 2015-16, we 
have used a 2 percent inflation factor for the projections on Table 7.  The 2 percent factor 
is the maximum inflation factor that county assessors can use to increase real property 
values. The other property category of value has been held constant in the projections on 
Table 7. For purposes of the projections on Table 7.1, we have  increased value for the 
inflation adjustment in 2015-16 only, and have made adjustments for appeals and new 
development as described below. 
 
Increases in real property values have been offset by the estimated impact of open 
assessment appeals.  Appeals are estimated to reduce real property values by $156.9 
million in 2015-16 and 2016-17.  
 
Taxable values have also been increased for new housing developments that have recently 
been completed but not fully included on the tax roll, and for units that are currently 
under construction, as shown on Table 8. There are a total of 677 housing units that are 
projected to increase taxable value by approximately $144 million in both 2015-16 and 
2016-17.   
 
Section F – Adjustments and Liens on Tax Increment 
 
The tax increment revenues of the Project Area are subject to certain adjustments and 
liens, as described in this section.   
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Adjustments to Revenue          

 
There are two adjustments to the tax increment revenues shown on Table 6: refunds and 
property tax administrative fees. Refunds have been deducted based on the potential 
impact previously described for assessment appeals and also based on prior adjustments 
made by the County that have not yet been deducted from the RPTTF.  
 
State law allows counties to charge taxing entities, including redevelopment agencies, for 
the cost of administering the property tax collection system. In addition, the Dissolution 
Act allows counties to recover their costs in implementing the redevelopment Dissolution 
Act.  Both portions of the fees have been estimated and included based on the percentage 
that such fees represented from the January and June 2014 RPTTF distribution. 
 

 Former Housing Set-Aside 

 
Prior to the Dissolution Act, the Original Agency was required to deposit not less than 20 
percent of the tax increment generated in the Project Area into a special fund to be used 
for qualified low and moderate income housing programs. The Dissolution Act no longer 
requires such a deposit. The Agency has no obligations payable from the formerly 
required low and moderate income housing fund, and so no reductions have been made to 
the tax increment projections. 

 

AB 1290 Tax Sharing Payments 

 
Pursuant to 1994 legislation, AB 1290, the Agency is required to make payments to the 
affected taxing entities from the Project Area.  These payments are required from the 
Original, First Amendment and Second Amendment Areas because the cumulative tax 
increment limit was increased from $240 million to $502 million pursuant to a prior 
amendment of the Redevelopment Plan that was completed in 1996. Payments of the pass 
through payments are only due on increases in tax increment revenues above levels that 
were received in 2000-01 (referred to as the AB 1290 AV Base Year).  For the Third 
Amendment Area the payments were due upon addition of that territory.  
 
AB 1290 pass through payments are based on the following tiers: 
 
 
 

Tier Payment Required 
Tier 1 Original, First & Second Amendment Area: 

25% of the gross tax increment, net of the 
housing set-aside, attributable to increases 
above the AB 1290 AV Base assessed values 
during the remaining term the Agency 
receives tax increment. 
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Third Amendment Area: 25% of the gross tax 
increment net of the housing set-aside. 
  

Tier 2 Original, First & Second Amendment Area:  
Beginning in the 11th year after establishment 
of the AB 1290 AV Base, an additional 
payment equal to 21% of the gross tax 
increment, net of the housing set-aside, 
attributable to growth above a second adjusted 
base year value. This tier should have begun 
in 2011-12. 
 
Third Amendment Area: Beginning in the 11th 
year after the Amendment Area first received 
tax increment, an additional payment equal to 
16.8% of the gross tax increment, net of the 
housing set-aside, attributable to growth 
above the adjusted base year value in 2014-
15.  
 
 

Tier 3 Original, First & Second Amendment Area:   
The Original Area will no longer receive tax 
increment when this tier is triggered, but the 
First and Second Amendment Areas will owe 
such payments. Beginning in the 31st year 
after establishment of the AB 1290 AV Base, 
an additional payment equal to 14% of the 
gross tax increment, net of the housing set-
aside, attributable to growth above a second 
adjusted base year value. This tier would 
begin in 2031-32. 
 
 
Amendment Area: Beginning in the 31st year 
after the Amendment Area first received tax 
increment, an additional payment equal to 
14% of the gross tax increment, net of the 
housing set-aside, attributable to growth 
above the adjusted base year value in 2034-
35.  
 

 
Tier 1 and 2 payments are being made from the Original Area, the First Amendment Area 
and the Second Amendment Area.  Our review of the County’s allocation of pass through 
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payments for 2014-15 indicated that the County was initially using a 30 percent housing 
set-aside for purposes of preparing the projections. While the Dissolution Act requires 
that the calculations of the pass through payments be made as if the housing set-aside still 
exists, the percentage that should be used is 20 percent.  Agency staff informed the 
County of the discrepancy in their calculations, and an adjustment was made to correct 
the calculation for 2014-15. In addition, the County has adjusted the AB 1290 payments 
that were due in 2013-14, which were understated by $953,477. A portion of this amount 
was deducted from the January 2015 RPTTF allocation, with the balance to come from 
the June 2015 allocation. We have included this additional pass through obligation in our 
calculations for 2014-15.  



Table 1
Milpitas Successor Agency
Milpitas Project Area No. 1

HISTORICAL TAXABLE VALUE 
Total Actual 

Locally-Assessed Unsecured State-Assessed Total Percentage Incremental Incremental 
Fiscal Year Secured Value Value Value Taxable Value Change Value (1) Value (1)

2014-15 $4,632,519,705 $1,306,472,986 $193,416 $5,939,186,107 14% $5,139,459,268 $5,139,459,268
2013-14 4,038,508,838 1,178,633,709 161,180 5,217,303,727 10% 4,417,576,888 4,417,576,888
2012-13 3,604,736,835 1,138,773,917 161,180 4,743,671,932 12% 3,943,945,093 3,943,945,093
2011-12 3,549,429,356 703,478,246 161,180 4,253,068,782 -4% 3,453,341,943 3,453,341,943
2010-11 3,703,194,397 746,085,665 145,062 4,449,425,124 -2% 3,649,698,285 3,649,698,285
2009-10 3,775,859,557 784,570,321 145,062 4,560,574,940 4% 3,760,848,101 3,760,848,101
2008-09 3,688,307,142 689,942,742 145,062 4,378,394,946 17% 3,578,668,107 3,578,668,107
2007-08 3,177,309,608 572,039,432 0 3,749,349,040 11% 2,949,622,201 2,949,622,201
2006-07 2,798,785,590 575,708,325 0 3,374,493,915 -1% 2,574,767,076 2,667,327,761
2005-06 2,544,690,494 850,099,181 0 3,394,789,675 N/A 2,595,062,836 2,735,225,491

Total Percentage Change 74.95%
Average Percentage Change 6.41%

(1)  Taxable Value above base year value of $799,726,839. Amendment No. 3 was below base through 2006-07, and
    so the actual incremental value used to calcuate tax increment was higher than the total shown.
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Table 2
Milpitas Successor Agency
Milpitas Project Area No. 1

HISTORICAL TAX INCREMENT LEVY AND RECEIPTS 

(2)
Tax Increment Total 

Levy per Receipts Less % of Levy Tax Increment % of Levy
County (1) Supplementals Received Supplementals Receipts Received

2013-14 $44,175,768 $45,128,429 102.16% $564,398 $45,692,827 103.43%
2012-13 36,277,199 36,577,546 100.83% (36,706) 36,540,840 100.73%
2011-12 36,557,004 33,790,387 92.43% 88,297 33,878,684 92.67%
2010-11 38,588,071 38,588,070 100.00% 415,610 39,003,680 101.08%
2009-10 39,747,466 39,747,466 100.00% 1,128,783 40,876,249 102.84%

Average Receipts to Levy 99.23% 100.33%

(1)  Intial levy reported by Santa Clara County.
(2)  Receipts per Agency records, inclusive of property tax administrative fees and
     pass through payments.
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Table 3
Milpitas Successor Agency
Milpitas Project Area No. 1

HISTORICAL ANALYSIS OF TAX REVENUES

Category 2009-10 2010-11 2011-12 2012-13 2013-14

Tax Increment $39,747,466 $38,588,070 $33,790,387 $36,577,546 45,128,429
Supplemental Taxes 1,128,783 415,610 88,297 (36,706) 564,398

Total Tax Increment (1) 40,876,249 39,003,680 33,878,684 36,540,840 45,692,827

Adjustments to Tax Revenue:

   Property Tax Administration Fees 401,383 419,169 574,505 679,621 649,360

Liens on Tax Increment:

   Housing Set-Aside (2) 8,175,250 7,800,736 0 0 0
   AB 1290 Tax Sharing (3) 3,302,804 2,230,775 1,437,716 2,548,841 4,625,182

Tax Revenue 28,996,812 28,553,000 31,866,463 33,312,378 40,418,285

(1)  Reflects actual receipts based on the records of the Agency.
(2)  Estimated based on 20 percent of total tax increment. Starting in 2011-12, the housing set-aside
     deposit was no longer required.
(3)  Payments per the provisions of AB 1290 were triggered in 2001-02.
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Table 4
Milpitas Successor Agency
Milpitas Project Area No. 1

TEN MAJOR PROPERTY TAX ASSESSEES (1)

Number of 2014-15 %of Total %of Inc
Assessee Parcels Type of Use Secured Unsecured Total Value Value (2) Value (2)

1) Cisco Technology Inc. (3) 6 Industrial / R&D $333,650,000 $639,715,875 $973,365,875 16.39% 18.94%

2) KLA Tencor Corporation (3) 2 Industrial / R&D 82,230,000 201,567,337 283,797,337 4.78% 5.52%

3) Essex Portfolio 1 Apartment 131,424,789 0 131,424,789 2.21% 2.56%

4) Silicon Valley California I LLC (3) 12 Industrial / R&D 109,472,101 0 109,472,101 1.84% 2.13%

5) Fairfield Murphy RD LLC 2 Industrial / R&D 105,345,742 0 105,345,742 1.77% 2.05%

6) Headway Technologies Inc. (4) 4 Industrial / R&D 0 100,079,790 100,079,790 1.69% 1.95%

7) SPUS6 Murphy Crossing 3 Industrial / R&D 95,431,300 0 95,431,300 1.61% 1.86%

8) Sandisk Corporation (4) * 6 Industrial / R&D 0 92,560,878 92,560,878 1.56% 1.80%

9) Sandbox Expansion LLC * 5 Industrial / R&D 89,655,191 0 89,655,191 1.51% 1.74%

10) A and P Children Investments 1 Industrial / R&D 75,018,422 0 75,018,422 1.26% 1.46%

Top 10 Total Valuation $1,022,227,545 $1,033,923,880 $2,056,151,425 34.62% 40.01%
Total Project Area AV $4,632,713,121 $1,306,472,986 $5,939,186,107

* The City has indicated that these two may be related entities.

(1)  Based on ownership of locally-assessed secured and unsecured property.
(2)  Based on 2014-15 Project Area taxable value of $5,939,186,107 and incremental value of $5,139,459,268.
(3) Each of these have open assessment appeals.
(4) Reflect leasehold interests and are shown on the unsecured roll.

Source: Santa Clara County property tax records.
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Table 5
Milpitas Successor Agency
Milpitas Project Project Area No. 1

ANALYSIS OF OPEN APPEALS

14-15 (1) (2)

Roll Estimated Estimated Estimated
Assessee Value Resolved Value Reduction Refund

Cisco Systems (3) $943,429,808 $775,351,686 $168,078,122 $5,042,344
Kla-Tencor Corporation 201,567,337 165,656,812 35,910,525 359,105
Linear Technology Corp 56,278,667 46,252,258 10,026,409 300,792
Silicon Valley Ca I Llc 79,930,000 65,689,954 14,240,046 142,400
Stephens & Stephens 26,697,146 21,940,877 4,756,269 95,125
Milpitas Town Center 48,248,765 39,652,935 8,595,830 85,958
Ixys Buckeye Llc 8,000,238 6,574,944 1,425,294 42,759
475-525 Sycamore Drive 25,000,000 20,546,088 4,453,912 89,078
Phf Ruby Llc 18,560,152 15,253,541 3,306,611 99,198
Pacific Automotive Group 13,438,159 11,044,064 2,394,095 23,941
Trinet Essential Facilities 13,520,000 11,111,325 2,408,675 48,174
1855 Barber Lane-Milpitas 10,300,000 8,464,988 1,835,012 36,700
1504-1530 Mccarthy Boulevard 11,000,000 9,040,279 1,959,721 39,194
Inland American/Stephens 6,000,438 4,931,421 1,069,017 21,380
Shapell Industries Inc 5,372,800 4,415,601 957,199 9,572
200 Serra Way 38,273,795 31,455,071 6,818,724 68,187
CRP Oak Cr 52,388,029 43,054,763 9,333,266 93,333
Geomax 6,319,896 5,193,966 1,125,930 11,259
Irvine Company 17,800,000 14,628,815 3,171,185 31,712
Milpitas Montague LLC 21,447,429 17,626,431 3,820,998 38,210
Pham Phuong 9,844,492 8,090,632 1,753,860 17,539
PWF Phov Equity 18,560,152 15,253,541 3,306,611 33,066
Reality Associates Fund 18,060,790 14,843,143 3,217,647 32,176
Sycamore Drive Holdings 23,573,161 19,373,450 4,199,711 41,997
The Berrueta Family LLc 8,300,000 6,821,301 1,478,699 14,787
W2005 New Century Hotel 34,635,110 28,464,641 6,170,469 61,705
Walton CWCA Wrigley Creek 18,545,816 15,241,759 3,304,057 33,041
All Other Appeals (4) 27,036,906 22,220,106 4,816,800 66,876

Grand Total 1,762,129,086 1,448,194,392 313,934,694 6,979,610

2015-16 Estimated Value Impact 156,967,347
2016-17 Estimated Value Impact 156,967,347

Potential Refunds - 2015-16 3,489,805
Potential Refunds - 2016-17 3,489,805

(1)  Estimated based on success ratios described in the FCR.
(2) Includes multiple year refunds for those appeals that remaing open for more than one fiscal year.
(3) Include both secured and unsecured appeals. Cisco has requested a reduction to $754.8 million.
(4)  Reflects 18 other appeals that have been grouped together.



Table 6
Milpitas Successor Agency
Milpitas Project Area No. 1

ESTIMATE OF TAX INCREMENT REVENUE - FISCAL YEAR 2014-15

Taxable Value (1)
Local Secured
  Land $2,106,267,629
  Improvements 2,563,927,857
  Personal Property 62,849,846____________
Gross Local Secured 4,733,045,332
  Exempt 100,525,627____________
Net Local Secured 4,632,519,705

State Assessed 193,416

Unsecured
  Land 0
  Improvements 209,282,431
  Personal Property 1,097,212,904____________
Total Unsecured 1,306,495,335
  Exempt 22,349____________
Net Unsecured 1,306,472,986

Total Value 5,939,186,107
Base Year Taxable Value 799,726,839____________
Incremental Taxable Value 5,139,459,268

Tax Increment 51,394,593
Unitary Tax Increment 261,500____________
Total Tax Increment Revenue 51,656,093

Adjustments / Liens  to Tax Increment Revenue:

  Property Tax Administration Fees (2) 734,106
  Property Tax Refunds / Corrections (3) 688,585
  AB 1290 Tax Sharing Payments (4) 8,387,511

____________
Tax Revenue $41,845,890

(1)  Based on taxable values per Santa Clara County 
      Auditor-Controller.
(2)  Estimated based on 1.42 percent, which is the percent that
      the fees represented in 2013-14.
(3) As reported by the County.
(4)  Required per the provisions of AB 1290.
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Table 7
Milpitas Redevelopment Agency
Milpitas Project Area No. 1

PROJECTION OF INCREMENTAL TAX REVENUE - 2% CPI GROWTH
(000's Omitted)

Value Total Property Property Mandatory
Fiscal Real (1) New (2) Other (3) Total Over Base Of Tax (4) Unitary (5) Tax Tax (6) Tax AB 1290 (7) Tax 
Year Property Development Property Value 799,727 Increment Revenue Increment Admin Fees Refunds Payment Revenues

2014 - 2015 $4,778,952 N/A $1,160,234 $5,939,186 $5,139,459 $51,395 $262 $51,656 $734 $689 $8,388 $41,846
2015 - 2016 4,714,332 144,029 1,160,234 6,018,595 5,218,868 52,189 262 52,450 745 3,490 7,737 40,478
2016 - 2017 4,792,220 144,029 1,160,234 6,096,482 5,296,756 52,968 262 53,229 756 3,490 8,034 40,949
2017 - 2018 5,034,974 0 1,160,234 6,195,207 5,395,481 53,955 262 54,216 770 0 8,399 45,046
2018 - 2019 5,135,673 0 1,160,234 6,295,907 5,496,180 54,962 262 55,223 785 0 8,772 45,666
2019 - 2020 5,238,387 0 1,160,234 6,398,620 5,598,893 55,989 262 56,250 799 0 9,152 46,299
2020 - 2021 5,343,154 0 1,160,234 6,503,388 5,703,661 57,037 262 57,298 814 0 9,540 46,944
2021 - 2022 5,450,017 0 1,160,234 6,610,251 5,810,524 58,105 262 58,367 829 0 9,935 47,602
2022 - 2023 5,559,018 0 1,160,234 6,719,251 5,919,525 59,195 262 59,457 845 0 10,338 48,273
2023 - 2024 5,670,198 0 1,160,234 6,830,432 6,030,705 60,307 262 60,569 861 0 10,750 48,958
2024 - 2025 5,783,602 0 1,160,234 6,943,836 6,144,109 61,441 262 61,703 877 0 11,169 49,656
2025 - 2026 5,899,274 0 1,160,234 7,059,508 6,259,781 62,598 262 62,859 893 0 11,597 50,369
2026 - 2027 6,017,259 0 1,160,234 7,177,493 6,377,766 63,778 262 64,039 910 0 12,034 51,095
2027 - 2028 6,137,605 0 1,160,234 7,297,839 6,498,112 64,981 262 65,243 927 0 12,479 51,836
2028 - 2029 6,260,357 0 1,160,234 7,420,591 6,620,864 66,209 262 66,470 945 0 12,933 52,592
2029 - 2030 (8) 4,596,622 0 1,147,149 5,743,771 4,951,886 49,519 171 49,690 706 0 10,368 38,616
2030 - 2031 4,688,555 0 1,147,149 5,835,704 5,043,818 50,438 171 50,610 719 0 10,709 39,181
2031 - 2032 4,782,326 0 1,147,149 5,929,475 5,137,589 51,376 171 51,547 733 0 11,057 39,758

(1)  Prior Year Real Property increased by 1.998 percent for 2015-16 and then by 2 percent per year. The value in 2015-16 and 2016-17
     has been reduced for the potential impact of open appeals.
(2)  See Table 8, Schedule of New Development.
(3)  Includes the value of secured and unsecured personal property, and state-assessed railroad and non-unitary property.  
(4)  Based on the application of 1% tax rate to incremental taxable value.  
(5)  Unitary revenue estimate per actual receipts for 2013-14.
(6)  Amount shown reflects estimated property tax administrative fees charged by County at 1.42%.
(7)  Required per the provisions of AB 1290. The amount for 2014-15 include the underpaid amount from 2013-14.
(8)  The last year to receive tax increment for the Original Area is 2028-29. The base year value will be reduced to $791,885,587.
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Table 7.1
Milpitas Redevelopment Agency
Milpitas Project Area No. 1

PROJECTION OF INCREMENTAL TAX REVENUE - 0% CPI GROWTH
(000's Omitted)

Value Total Property Property Mandatory
Fiscal Real (1) New (2) Other (3) Total Over Base Of Tax (4) Unitary (5) Tax Tax (6) Tax AB 1290 (7) Tax 
Year Property Development Property Value 799,727 Increment Revenue Increment Admin Fees Refunds Payment Revenues

2014 - 2015 $4,778,952 N/A $1,160,234 $5,939,186 $5,139,459 $51,395 $262 $51,656 $734 $689 $8,388 $41,846
2015 - 2016 4,714,332 144,029 1,160,234 6,018,595 5,218,868 52,189 262 52,450 745 3,490 7,737 40,478
2016 - 2017 4,698,255 144,029 1,160,234 6,002,517 5,202,790 52,028 262 52,289 743 3,490 7,687 40,370
2017 - 2018 4,842,284 0 1,160,234 6,002,517 5,202,790 52,028 262 52,289 743 0 7,687 43,860
2018 - 2019 4,842,284 0 1,160,234 6,002,517 5,202,790 52,028 262 52,289 743 0 7,687 43,860
2019 - 2020 4,842,284 0 1,160,234 6,002,517 5,202,790 52,028 262 52,289 743 0 7,687 43,860
2020 - 2021 4,842,284 0 1,160,234 6,002,517 5,202,790 52,028 262 52,289 743 0 7,687 43,860
2021 - 2022 4,842,284 0 1,160,234 6,002,517 5,202,790 52,028 262 52,289 743 0 7,687 43,860
2022 - 2023 4,842,284 0 1,160,234 6,002,517 5,202,790 52,028 262 52,289 743 0 7,687 43,860
2023 - 2024 4,842,284 0 1,160,234 6,002,517 5,202,790 52,028 262 52,289 743 0 7,687 43,860
2024 - 2025 4,842,284 0 1,160,234 6,002,517 5,202,790 52,028 262 52,289 743 0 7,687 43,860
2025 - 2026 4,842,284 0 1,160,234 6,002,517 5,202,790 52,028 262 52,289 743 0 7,687 43,860
2026 - 2027 4,842,284 0 1,160,234 6,002,517 5,202,790 52,028 262 52,289 743 0 7,687 43,860
2027 - 2028 4,842,284 0 1,160,234 6,002,517 5,202,790 52,028 262 52,289 743 0 7,687 43,860
2028 - 2029 4,842,284 0 1,160,234 6,002,517 5,202,790 52,028 262 52,289 743 0 7,687 43,860
2029 - 2030 (8) 3,486,489 0 1,147,149 4,633,638 3,841,753 38,418 171 38,589 548 0 6,252 31,788
2030 - 2031 3,486,489 0 1,147,149 4,633,638 3,841,753 38,418 171 38,589 548 0 6,252 31,788
2031 - 2032 3,486,489 0 1,147,149 4,633,638 3,841,753 38,418 171 38,589 548 0 6,252 31,788

(1)  Prior Year Real Property increased by 1.998 percent for 2015-16 and then held constant. The value in 2015-16 and 2016-17
     has been reduced for the potential impact of open appeals.
(2)  See Table 8, Schedule of New Development.
(3)  Includes the value of secured and unsecured personal property, and state-assessed railroad and non-unitary property.  
(4)  Based on the application of 1% tax rate to incremental taxable value.  
(5)  Unitary revenue estimate per actual receipts for 2013-14.
(6)  Amount shown reflects estimated property tax administrative fees charged by County at 1.42%.
(7)  Required per the provisions of AB 1290. The amount for 2014-15 include the underpaid amount from 2013-14.
(8)  The last year to receive tax increment for the Original Area is 2028-29. The base year value will be reduced to $791,885,587.
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Appendix
Milpitas Successor Agency
Milpitas Project Area No. 1

BOND DEBT SERVICE COVERAGE - POST DISSOLUTION Refunding Bonds

2013-14 2014-15 2015-16

Actual Actual Estimate Estimated Estimate Estimated
January- July - January- July - January- July -

Category June 2014 December 2014 Total June 2015 December 2015 Total June 2015 December 2015 Total

Tax Increment $22,701,765 $22,991,062 $45,692,827 $25,491,582 $25,828,046 $51,319,628 $24,480,189 $24,480,189 $48,960,378
Supplemental / Other Taxes 0 1,611,236 0 1,611,236 0 0 0

Total Tax Increment / Trust Fund (1) 22,701,765 22,991,062 45,692,827 27,102,818 25,828,046 52,930,864 24,480,189 24,480,189 48,960,378

Obligations

   Property Tax Administration Fees (2) 376,544 367,986 744,530 324,319 409,787 734,106 372,696 372,696 745,392
   Tax Sharing Payments (3) 2,301,192 2,323,990 4,625,182 4,746,531 3,640,980 8,387,511 3,868,401 3,868,401 7,736,802

Tax Revenues for Debt Service $20,024,029 $20,299,086 $40,323,115 $22,031,968 $21,777,279 $43,809,247 $20,239,092 $20,239,092 $40,478,184

Total Debt Service (4) 3,784,804 9,903,804 13,688,608 3,630,804 10,055,805 13,686,609 6,153,575 6,153,575 12,307,150

Remaining Revenue 16,239,225 10,395,282 26,634,507 18,401,164 11,721,474 30,122,638 14,085,517 14,085,517 28,171,034

Coverage 529% 205% 295% 607% 217% 320% 329% 329% 329%

Subordinate Obligations (5) 5,903,487 211,739 6,115,226 5,222,782 171,000 5,393,782 5,222,782 172,000 5,394,782

(1)  Reflects actual receipts based on the records of the Agency for 2012-13, 2013-14 and the January 2015 payment.
    Total amount for 2014-15 and 2015-16 based on FCR.
(2)  As reported by the County Auditor- Controller. Amount is estimated for 2014-15.
(3)  Payments due pursuant to AB 1290 payments.
(4)  Represents bond year debt service for the Prior Bonds through June 2015 and the 2015 Bonds thereafter.
     The September 2015 debt service on the 2015 Bonds will be sized comparable to the payment that would
     been due on that date for the Prior Bonds.
(5) Includes payments on the Purchase and Sale Agreement with Santa Clara County ($5 million) and other subordinate obligations.
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