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MEMO 

 
 
Date:  January 6, 2010 
 
To:  Board of Supervisors  
  Thomas G. Mauk, CEO 
  Nicholas Chrisos, County Counsel 
 
From:  Darlene Bloom, Clerk of the Board 
 
Subject: Supplemental Agenda Item for January 12, 2010 – S37A 
 County Executive Office – Financing Opportunities –  
 2009 Recovery Act 
 
The attached agenda item was filed with the Clerk of the Board for the January 
12, 2010 Board of Supervisors hearing but was inadvertently left off the agenda.  
Per Rule 21 of the Board of Supervisors Rules of Procedures, due to an 
administrative error, the Clerk of the Board is placing this item on the agenda as 
a supplemental item. 
 
In addition, Item 33 on the January 12, 2010 Board hearing should have been 
scheduled for the January 26, 2010 Board hearing as requested by the 
department.  Our office will continue this item to the January 26, 2010 Board 
hearing.   
 
 
 
 
 
 
 
 
 
Cc: Grand Jury 
 Richard Mendoza, CEO 
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Agenda Item    

AGENDA STAFF REPORT 
 

 ASR Control  09-002213 
 

MEETING DATE: 01/12/10 

LEGAL ENTITY TAKING ACTION: Board of Supervisors 

BOARD OF SUPERVISORS DISTRICT(S): All Districts 

SUBMITTING AGENCY/DEPARTMENT: County Executive Office   (Approved) 

DEPARTMENT CONTACT PERSON(S): Steve Dunivent  834-3028    

 Jay Wong  834-2009  

 
SUBJECT:  Financing Opportunities - 2009 Recovery Act 
 

 CEO CONCUR COUNTY COUNSEL REVIEW CLERK OF THE BOARD 
 Concur Approved Resolution to Form Discussion 

  3 Votes Board Majority 
   
 Budgeted: N/A Current Year Cost:  N/A Annual Cost:  N/A 
   
 Staffing Impact: No # of Positions:   Sole Source:  N/A 
 Current Fiscal Year Revenue: N/A 
 Funding Source:  N/A 
 
 Prior Board Action:  N/A  

 

RECOMMENDED ACTION(S): 
 

Request the Board of Supervisors approve the following actions for stimulus bond financing 
opportunities: 
 
1.  Adopt Resolution of the Board of Supervisors of the County of Orange Approving and 
Designating an Economic Recovery Zone for the County of Orange Pursuant to the American 
Recovery and Reinvestment Act of 2009. 
 
2.  Direct staff to: 

a. Prepare Plan of Issuance for submission to the California Debt Limit Allocation Committee 
on use of bond allocation and develop specific proposals for review by PFAC and the Board 
of Supervisors for eligible County projects regarding the Recovery Zone Economic 
Development Bond Program, in an amount not to exceed $29,732,000, and up to 
$5,000,000 for Qualified Energy Conservation Bond Program. 

b. Provide Orange County cities an opportunity to receive a transfer and use the County’s 
bond allocation for Recovery Zone Facility Bonds and Qualified Energy Conservation 
Bonds. 

c. Return to the Board of Supervisors with a recommended transfer allocation(s). 
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SUMMARY: 
 

The American Recovery and Reinvestment Act of 2009 (ARRA) has provided States with bond financing 
opportunities related to economic development and energy conservation programs.  The State has three 
bond financing opportunities - the Recovery Zone (RZ) Economic Development, Recovery Zone Facility, 
and Qualified Energy Conservation (QEC) Bonds.  The first two are through the California Infrastructure 
and Economic Development Bank (I-Bank), while the last one is overseen by the California Alternative 
Energy and Advanced Transportation Financing Authority (CAEATFA).  Bonds issued under these 
programs are to be repaid by the borrowers, such as the County, cities or private entities. 
 
The County of Orange has been provided direct allocations of bond issuance authority of $29,732,000 for 
RZ Economic Development Bonds, $44,598,000 for RZ Facility Bonds and $14,201,955 for QEC Bonds.  
Additionally, eight (8) Orange County cities with a population greater than 100,000 received a direct 
allocation under these three bond financing opportunities (Exhibit A).    
 
The RZ bonds provide tax incentives and lower borrowing costs to fund projects for local governments 
and private entities to promote job creation and economic recovery in areas particularly affected by 
employment declines.  The QEC bond proceeds are to promote the use of alternative energy and energy 
efficiency. 
 
 
 
BACKGROUND INFORMATION: 
 

I-Bank is the State’s only general purpose financing authority with broad statutory powers to (1) issue 
bonds, (2) make loans, and (3) provide credit enhancements for a wide variety of public infrastructure and 
economic development projects. 
 
ARRA is intended to preserve and create jobs and promote the nation’s economic recovery.  Part of this 
plan includes providing new innovative public financing tools for local governments.   Three such tools 
the County of Orange is eligible to participate in include RZ Economic Development Bonds, RZ Facility 
Bonds and QEC Bonds.  Additionally, eight Orange County cities with a population greater than 100,000 
received a direct allocation under these three bond financing opportunities.  Those cities are Anaheim, 
Costa Mesa, Fullerton, Garden Grove, Huntington Beach, Irvine, Orange, and Santa Ana (Exhibit A).  A 
complete county/city allocation listing is provided as Exhibit B. 
 
Recovery Zone Bonds 
RZ Economic Development Bonds and RZ Facility Bonds provide tax incentives, and lower borrowing 
costs to fund projects for local governments and private entities to promote job creation and economic 
recovery in recovery zones, which is defined as economically stressed geographic areas with significant 
unemployment, poverty and home foreclosure rates.  In order to use the RZ Economic Development or 
RZ Facility Bond proceeds, the Board of Supervisors is required to adopt a resolution designating a 
Recovery Zone.  Given the County’s unemployment rate of 9.6 percent, as well as home foreclosures, loss 
of property tax and sales tax revenues from the economic downturn, the resolution seeks to designate all 
of Orange County as a Recovery Zone (Exhibit C). 
 
1.  Economic Development Bond - $29,732,000 

• These are taxable bonds.  Since the interest on these bonds is taxable, the interest rate will be 
higher than a tax-exempt bond rate.  However, the federal government will reimburse the bond 
issuer for 45 percent of the interest paid.  This reimbursement should result in a net cost (to the 
issuer) less than tax exempt debt rates. 
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• Bond proceeds can only be used to promote development or economic activity within a designated 
Recovery Zone.   

• Eligible uses include: 
1. Capital expenditures for the acquisition or development of property within a Zone (by a 

public entity). 
2. Expenditures for public infrastructure and construction of public facilities. 
3. Expenditures for job training and education programs. 

• Ineligible uses include any activities where a substantial portion of the bond proceeds would 
benefit a private business or individual. 

 
2.  Facility Bond - $44,598,000 

• These bonds are classified as “exempt facility bonds” for tax purposes.  This means that interest 
on these bonds is tax-exempt and result in having lower interest rates.  

• Unlike RZ Economic Development Bonds, Facility Bonds are specifically formulated to finance 
private sector activities.  

• Eligible uses include private acquisition and development of property within a Recovery Zone, if:  
1.  The property is depreciable; 
2.  The property is acquired after the Zone has been designated; and 
3. The taxpayer will use the property for an original use within the Zone (prevents the 

acquisition of existing businesses by ensuring funds are used to initiate new businesses). 
• Ineligible uses include financing for any of the following: residential rental properties, golf 

courses, country clubs, massage parlors, gambling facilities, liquor stores, and hot tub/suntan 
facilities. 

 
Qualified Energy Conservation Bonds - $14,201,955 

• This is a tax-credit bond – a public agency issues a taxable bond, and the investor receives a tax 
credit at a rate set by the Treasury, which is intended to provide an interest-free loan to the public 
agency issuer. 

• Local governments may issue these bonds to fund a broad array of “green” expenditures including: 
1. Implementing green community programs to encourage successful community-based 

environmental protection and sustainable community development. 
2. Grants to support research in emerging energy technologies 
3. Rail and bus facilities 
4. Public education programs 
5. Renewable energy facilities, and  
6. Demonstration projects for emerging energy technologies 

• At least 70 percent of the County's allocation must be used for governmental purpose.  Conversely 
a maximum of 30 percent can be used for private activity bonds.  

 
Timeline 
The following timeline provides critical deadlines for the RZ and QEC bond programs: 

 January 31, 2010 – Submit a Plan of Issuance to the California Debt Limit Allocation Committee 
(CDLAC) by January 31, 2010, which is to include description of projects, proposed issuance 
timeline for all local actions and approvals (TEFRA, Inducement resolution, etc.), identification of 
the local approvals obtained to date, and anticipated construction start date. 

 August 15, 2010 – Entities that have not issued bonds by this date will be required to submit the 
more stringent documentation to CDLAC regarding issuance.  To alleviate this issue, the County 
will require bonds to be issued no later than August 1, 2010.  Failure to comply will result in the 
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allocation being waived and captured by the State for State re-allocation to other local jurisdictions 
in California. 

 December 31, 2010 – Deadline for bonds to be issued.  Staff, however, recommends a mandate 
that bonds be issued by August 1, 2010 to provide a sufficient construction period, as well as 
avoid additional State reporting requirements. 

 December 31, 2011 – Construction must be complete. 
 
*  Within three days of issuance, the County is required to submit a Report of Action form to CDLAC. 
 
Projects 
Based upon research conducted by staff, the following County projects and processes have been identified 
for possible bond financing:   
 
RZ Economic Development Bonds
Issue bonds, up to $29,732,000, for the following projects: 

1. Alton Parkway – Construct extension of roadway from Irvine Boulevard to Commercentre Drive. 
2. Santa Ana River Interceptor (SARI) Line – Construct Yorba Linda Spur line (tributary to the 

SARI) and the metering station/structure. 
3. Orange County Fairgrounds – Use portion of proceeds to purchase site. 
4. Cooling Tower, Basin and Enclosure – Repair/replace facilities related to the Central Utility 

Facility. 
5. Central Jail Complex Consolidated Maintenance Project – Replacement of critical electrical 

equipment and repairs in the kitchen area. 
 
RZ Facility Bonds 
Because these bonds focus on private activity, staff recommends notifying cities of this bond transfer 
opportunity, with the notation that cities not receiving an allocation will be provided a higher priority 
ranking than the cities that received a direct allocation.  Cities interested will submit an application to the 
County for review, ranking and approval by the Board of Supervisors.   
 
It is important to note that, per State guidelines, should the County transfer a portion of its allocation to 
cities that have already received a direct allocation, these cities are obligated to conduct two bond 
issuances – one for their own direct allocation and a separate one for the County’s allocation.  The two 
allocations are prohibited from being combined so that there is only one bond issuance by either the City 
or the County.  Additionally, the County will not have any financial responsibility or liability for any City 
issued bonds. 
 
Should the Board of Supervisors wish to transfer the County’s allocation to eligible cities, CEO 
Legislative Affairs, in consultation with CEO Public Finance and OCCR/OC Workforce Investment 
Board have provided the following set of recommended Allocation Criteria prioritizing how the allocation 
will be distributed. 

 
Recommended Transfer Allocation Criteria 
1. Transfer allocation priority must be given to cities that did not receive direct allocation from federal 

government. 
2. Ready to issue bonds no later than August 1, 2010. 
3. Complete construction by mandated December 31, 2011 deadline. 
4. Cities must be able to document (1) that their project and revenues to be pledged qualify for the 

issuance of the bonds and (2) debt repayment that provides funding stream(s) to repay bonds, 
including the costs of issuance and any associated recurring costs, such as Trustee Fees.  Moreover, 



Page 5  

cities will qualify on their own credit.  The County of Orange will have no financial involvement or 
liability with any bond issuance made by a city. 

5. Must show project ready for construction – entitlements, approvals, CEQA, etc. 
6. Number and type of projected jobs created (permanent and construction). 
 
Upon review of submitted applications, staff will return to the Board of Supervisors with a recommended 
transfer allocation.  It should be noted that the County of Orange will be responsible for fulfilling all 
reporting requirements unless it returns all of three bond allocations back to the State for re-allocation. 
 
Qualified Energy Conservation Bonds 
1. Issue up to $5 million in QEC bonds for the creation of a new County Office of Sustainability to 

improve environmental sensitivity and sustainability of government by reducing energy consumption 
in public buildings.  In addition, this office will establish a public education campaign to promote 
energy efficiency.  Funding would be repaid over a five (5) year period. 

2. Inform cities of the remaining allocation.  As with the RZ Facility Bonds, interested cities will 
submit an application for review, ranking, and approval by the Board of Supervisors. 

 
Prior to any bond issuance for RZ Economic Development or QEC Bonds, proposals will be developed 
for review by Public Financing Advisory Committee (PFAC) and the Board of Supervisors. 
 
 
 
FINANCIAL IMPACT: 
 

N/A 
 
STAFFING IMPACT: 
 

N/A 
 
REVIEWING AGENCIES: 
 

County Executive Office and County Counsel 
 
EXHIBIT(S): 
 

A:  I-Bank Allocation for Orange County 
B:  I-Bank Allocation for California 
C:  Recovery Zone Resolution 
 
 



California I-Bank Bond Allocations 
 

RZ Economic Development Bond Allocation 
County of Orange $29,732,000 
Anaheim 6,573,000 
Santa Ana 5,872,000 
Huntington Beach 4,752,000 
Irvine 3,268,000 
Garden Grove 3,196,000 
Orange 2,713,000 
Fullerton 2,705,000 
Costa Mesa 2,572,000 
Note:  Allocation determined by Department of Treasury 
  
RZ Facility Bond Allocation   
County of Orange $44,598,000 
Anaheim 9,859,000 
Santa Ana 8,807,000 
Huntington Beach 7,128,000 
Irvine 4,902,000 
Garden Grove 4,794,000 
Orange 4,069,000 
Fullerton 4,058,000 
Costa Mesa 3,857,000 
Note:  Allocation determined by Department of Treasury 
  
Qualified Energy Conservation Bond Allocation 
County of Orange $14,201,955 
Santa Ana 3,522,685 
Anaheim 3,457,264 
Irvine 2,086,918 
Huntington Beach 2,001,070 
Garden Grove 1,718,107 
Orange 1,393,274 
Fullerton 1,370,108 
Costa Mesa 1,130,583 
Note:  Allocation determined by Internal Revenue Service 

 







PROJECTED QUALIFIED 
ENERGY CONSERVATION 
BOND APPORTIONMENTS 
FOR MUNICIPALITIES 

Eligible Municipalities Allocation for Governmental 
Projects I Programs 



ESTIMATED QUALIFIED 
ENERGY CONSERVATION 
BOND APPORTIONMENTS 
FOR COUNTIES 

Eligible Counties Gross Population 

Net Population: The population of large municipalities (100.000 or more) was taken out of a county's population to determine a county's fair 
share of the Qualified Energy Conservation Bond Allocation. 



RESOLUTION OF THE BOARD OF SUPERVISORS OF 
COUNTY OF ORANGE APPROVING AND DESIGNATING AN 

ECONOMIC RECOVERY ZONE FOR THE COUNTY OF 
ORANGE PURSUANT TO THE AMERICAN RECOVERY AND 

REINVESTMENT ACT OF 2009 
 

JANUARY 12, 2010 
 

 
WHEREAS, Section 1401 of Title I of Division B of the American Recovery and 

Reinvestment Act of 2009, Pub. L. No. 111-5, 123 Stat. 115 (2009) (“ARRA”), added 
Sections1400U-1 through 1400U-3 of the Internal Revenue Code of 1986, as amended (the 
“Code”) authorizing state and local governments to issue Recovery Zone Economic 
Development Bonds and Recovery Zone Facility Bonds; and 

 
WHEREAS, the County of Orange was directly allocated a total of $74,330,000 to be 

dispersed in the following manner: $29,732,000 in Recovery Zone Economic Development 
Bonds and $44,598,000 in Recovery Zone Facility Bonds; and  

 
WHEREAS, Recovery Zone Economic Development Bonds and Recovery Zone Facility 

Bonds may be issued before January 1, 2011, as provided in Section 1400U-1 of the Code, to 
finance certain economic development projects located within designated “recovery zones;” and 

 
WHEREAS, Section 1400U-1(b) of the Code requires, in part, that issuers designate an 

eligible “recovery zone;” and  
 
WHEREAS, pursuant to Section 1400U-1(b) of the Code, the term “recovery zone” 

means (i) any area designated by the County as having significant poverty, unemployment, rate 
of home foreclosures, or general distress, (ii) any area designated by the County as 
economically distressed by reason of the closure or realignment of a military installation 
pursuant to the Defense Base Closure and Realignment Act of 1990, and (iii) any area for which 
a designation as an empowerment zone or a renewal community is in effect; and 

 
WHEREAS, I.R.S. Notice 2009-50 provides that for the purposes of any state, county or 

large municipality that receives an allocation of Recovery Zone Economic Development Bonds 
and Recovery Zone Facility Bonds may make these designations of “recovery zones” in any 
reasonable manner as it shall determine in good faith at its discretion; and 

 
WHEREAS, the recent economic downturn has caused a decline in property and sales 

taxes; and  
 
WHEREAS, the County’s unemployment rate reached a high of 9.6 percent in October 

2009, 0.1 percent lower than the U.S. unemployment rate; and  
 
WHEREAS, the County had the 3rd highest number of unemployed (156,200) in October 

2009 behind Los Angeles and San Diego Counties; and 
 
WHEREAS, in a 12-month period (October 2008 to 2009), over 13,000 employees were 

reported to be impacted in mass layoffs in Orange County under the California Worker 
Adjustment and Retraining Notification Act; and 

 

Resolution No. , Item   
Recovery Zone Resolution 



WHEREAS, there are public and private projects within the County that meet eligibility 
criteria for Recovery Zone financing for Recovery Zone Economic Development Bonds and 
Recovery Zone Facility Bonds. 

 
NOW, THEREFORE, BE IT RESOLVED, the Orange County Board of Supervisors  

Section 1.  The Board of Supervisors hereby finds and determines that the County of 
Orange suffers from the following conditions of economic distress (“Underlying Conditions of 
Distress”): 

(1) there has been a decline in property and sales taxes negatively impacting the 
General Purpose Revenue and Program Revenue, which has required Countywide reductions 
in Net County Cost for all General Fund departments, consequently resulting layoffs, work 
furloughs, and reductions in the governmental services provided by the County. 

 
(2) the County’s unemployment rate reached a high of 9.6 percent, 0.1 percent lower 

than the U.S. unemployment rate.  Unemployment rose sharply from 4.2 percent in November 
of 2007 to 9.4 percent in November of 2009. 

 
(3) the County had the 3rd highest number of unemployed (156,200) in October 2009 

behind Los Angeles and San Diego Counties. 
 
(4) in a 12-month period (October 2008 to 2009), over 13,000 employees were reported 

to be impacted in mass layoffs in Orange County under the California Worker Adjustment and 
Retraining Notification Act. 

 
(5) from 2007 to 2009, foreclosures on homes increased from almost 4,200 to over 

7,700; from 2007 to 2009, defaults by homeowners on their loans more than doubled, from 
roughly 13,800 to over 28,000. 

(6) Orange County Assessed Values for fiscal year 2009-10 are 1.23 percent lower than 
fiscal year 2008-09.  Furthermore the Consumer Price Index growth is negative for October 
2008 to 2009, which will impact Assessed Valuation for fiscal year 10-11. 

 
(7) over 100,000 residents, including nearly 30,000 children under the age of 6, now 

receive food stamps.   

(8) the County has been impacted by the decline in financial resources available to the 
governmental programs funded by the County General Funds resulting in an impact to services 
to the community. 

Section 2.  The Board of Supervisors finds and determines that, as a result of the 
Underlying Conditions of Distress, the County has experienced a significant level of 
unemployment, home foreclosures, and general distress, impacting many residents.  

Section 3.  The Board of Supervisors hereby designates all of Orange County as a 
“Recovery Zone” for purposes of Sections 1400U-1, 1400U-2 and 1400U-3 of the Code, as 
amended by the American Recovery and Reinvestment Act of 2009. 

Section 4.  The Board of Supervisors find that the “Recovery Zone” described above 
meets the requirements of Section 1400U-1 of the Code. 

Resolution No. , Item   
Recovery Zone Resolution 



Section 5.  The Chair or Vice Chair of the Board, the County Executive Officer, the 
County Chief Financial Officer, or the County Public Finance Manager or any designee thereof 
(each an “Authorized Officer”) are each hereby authorized and directed, jointly and severally, to 
do any and all things, and to execute and deliver any and all other documents that they may 
deem necessary or advisable in order to carry out, give effect to and comply with the terms and 
intent of this resolution and the financing approved hereby. 

Resolution No. , Item   
Recovery Zone Resolution 
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