
LOAN AGREEMENT BY AND BETWEEN
THE CITY OF SAN JOSE

AND
THE REDEVELOPMENT AGENCYOF THE CITY OF SAN JOSE

This loan agreement ("Agreement") is made and entered into this       dayof
,2009, by and between the City of San Jose, a municipal corporation

("City") and the Redevelopment Agency of.the City of San Jose,~apublic body,
corporate and politic ("Agency").                    ~, .i.i.!~ii:,,~’

RECITALS

In November and December 2008, the Agenby i~sued tax exempt debt in the
amount of $117,000,000 for the constructi0niol~ governmental P~ojects in the
Agency’s Adopted FY2008-2010 Two YeaFSpending Plan in the aggregate
amount of $,(TBD).

B. The City4s presently constru(~ting improvementsof benefit to various
redevelopment areas, as specifiedin.Exhibit A-(c011ectively, the "Project").

C.    In order to facilitate the Agency’s"prioritizatiGn.of dGliVe~ of all of the projects in
its S pending Plan,4heparties desire to,entei"intS this Loan Agreement.

DE-. Because the~.tyand theAgency are i~elated entities under the Internal Revenue
-- Code, the,federal IRS restri(~tions onth~e use of tax exempt bond proceeds

arguably c0nti~e to apply ~ntil.tbe fundS-are spent by the City. The Project is a
prope.,..E~lse of {axexen:~l~t..procee~iund~rthe federal regulations.      .

EF. ,in �oi  i Grati0n.fo :thi  ’loan, the City will collect and retain interest from the ’
- .-: A~ency for the al~ounts 16~aned.                               ’

FG. Thi~,i0an from theCity to theAgency constitutes indebtedness under the
- " .California Reeevel0p&ent Law.

G_._N.. It is theinti&’nt of~tGe’~ity and the Agency that the .General Fund, including any
expectatioh o{"intei:est from the Sewer Funds, be protected.

The City and Agency hereby agree:

1. Loan Amount.

Upon approval, and subject to the terms of this Agreement, the City agrees to
make and the Agency agrees to accept a loan in the amount of $12,000,000 (the
"Loan"). It is anticipated that the transaction will occur on (date)
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2. Use of Loan Proceeds.

The Agency shall use the proceeds of the Loan for all lawful uses and Agency
obligations as needed, such as capital and operating expenses in the Adopted
2008-2009 Agency budget.

Repayment.-

Imme~liately upon receipt of the Loan proceeds from th~ ~ity, the Agency shall
transfer from available funds the full’amount of the LS~nit~o the City plus one
day’s interest in the amount of $1,023.78.

City Representations aeclardincl the Use of R~p~id FundS! ~ ~~.~

The City acknowledges that the Agency Jm.~’ use the proceeds ~f~:ax exempt
indebtedness to repay the Loan. The ~it~ acknowledges that proceeds of tax
exempt indebtedness are not "spent" f~ ~e~ain fe~l income tax pS~poses until
the City spends the proceeds. As such,Cit~mak~ the following representations
regarding the use of the repaid~funds ("Project Ednds"):

a. . The City shall track .in t~h~ ~ame manner that it tracks all
of its Bond funds in orde~ t~, mo~it0~ iSve~tm~St ~arnings as described in
detail below~ ;:! ~ ~.,.,~ ’ ~i     ¯

b. Proje~c{ ~ur~ds wili;b~i~used f0[ th’~ payment of costs and expenses of
acqUisitiSn and construction of,,t~e~ Project. It is not intended that these
fund~ ~iil be used tS~::reimburse c~sts already incurred.

d. ~’ ~ ~roject Funds ~ill be invested without yield restrictions for the period
;n~cessary t0 �~mplete the Project, To the extent the interest earned on

s~BamoSnts’exceeds the yield on the tax exempt obligations, such
exc~s~ i~tment earnings will be subject to the rebate requirements of
federai t~X law through November 13, 2011, and thereafter be subject to
yield reduction payments as provided in federal tax law. Interest earnings
and gains resulting from investment of the -Project Funds will.be retained
by City and used for the payment of costs and expenses of the Project,.
unless otherwise needed to make rebate or yield reduction payments.
Any Project Funds remaining upon completion of the Project will be used
for additional capital improvement projects of the City which are of benefit
to a redevelopment project area.
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eo City shall take all actions reasonably necessary with respect to the Project
Funds to assure the exclusion of interest from the gross income of the
holders of any Agency issued debt instrument, the proceeds of which are
used to fund the Project, to the same extent interest is permitted to be
excluded from gross income under the Internal Revenue Code of 1986 as
in effect on the date hereof.

The City shall provide the Agency with all informatioo regarding
investment and expenditure of the Project Funds that is necessary in order
for the Agency to compute and pay rebate on thek)an proceeds if    ~
applicable.                               "

Indemnification.

The Agency agrees to defend, ~ndemn~I¥ an~i hold harmless th~"C~N s General
Fund from and against any loss, I~ab~hty,~::Cla~m or expense resulting from or
arising out of this Agreement.

6. Events of Default.

a. The Agency shall be in~ef~ult.il:i"the" " ’ " event it"~loes not repay the full
amount of the Loan pur~u~in~ toPara~raph 3 of!this Agreement.

b. The City sl~all be ’in ~lefault in.the event of a material breach of any of the
represehtations, c6v~nants o~’..restrictions imposed by federal law and
specifiedi~ Para~a~h-4..ef this"~reement.

..,,;, Either pa~y maye~ercise:from time to time any rights and remedies available to it
’-.. at.law or in equ~ty~

All notic6si re,quests&nd- ’ " other communications provided for hereunder shall be in
writing, deiiv~d ~ddressed as follows:

.,

To the City: Scott Johnson, Director
City of San Jose
Department of Finance
200 East Santa Clara Street, 13th Floor
San Jose, CA 95113

Jennifer Maguire, Director
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City of San Jose
City Manager’s Budget Office
200 East Santa Clara Street, 17th Floor
San Jose, CA 95113

10.

11.

To the Agency: David Baum
Director of Finance
Redevelopment Agency of the City.of San Jose
200 East Santa Clara Street, 14th Floor
San Jose, CA 95113

No Third Party Beneficiaries.

No person or entity, other than the City and the;;Agency, shall have any right of
action under this Loan Agreement..~-

Time.

Time is of the essence in this Agreement.%~..

Amendments.

Amendments to this Agreement, shall
agreement in writing of 4he parties heretb:

only upon the mutual
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13. Governin.q Law.

This Agreement shall be governed by and construed in accordance with the laws
of the State of California.

Executed by the City and Agency on the day and year first above written.

Approved to form:

Senior Deputy City Attorney

Approved to form:

Chief Deputy General Counsel

Approved as to content:~

City Manager

CITY OF SAN JOSE

City Clerk - -

OF,ITHE CITY OFSAN JOSE

~,-~ Ftar,ry S. Mavr, oge, nes
Exe~tive gire~t0i:~ .,
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