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CITY OF DANA POINT 
 

AGENDA REPORT 
 

 

 
DATE: OCTOBER 17, 2017 
 
TO:  CITY MANAGER/CITY COUNCIL  
 
FROM: MIKE KILLEBREW, DIRECTOR OF ADMINISTRATIVE SERVICES 
  KELLY REENDERS, ECONOMIC DEVELOPMENT MANAGER 
 
SUBJECT: TEFRA PUBLIC HEARING REGARDING CONDUIT FINANCING FOR 

THE CARITAS CORPORATION, 33951 SILVER LANTERN 

 
RECOMMENDED ACTION: 
 
That the City Council: 
 

1) Conduct the Public Hearing under the requirements of the Tax Equity and 
Fiscal Responsibility Act of 1982 (TEFRA) and the Internal Revenue Code of 
1986, as amended (the “Code”) for conduit financing for all or a portion of the 
acquisition and improvement of the 17 unit apartment complex known as the 
Silver Lantern Apartments (“Project”) located at 33951 Silver Lantern; and 
 

2) Adopt the Resolution approving, authorizing and directing the execution of a 
Joint Powers Agreement (JPA) relating to the California Municipal Finance 
Authority (CMFA) and approving the issuance of the bonds by CMFA for The 
Caritas Corporation, a California nonprofit public benefit corporation and an 
organization described in Section 501(c)(3) of the Internal Revenue Code of 
1986, to provide for the financing of all or a portion of the Project.  Adoption is 
solely for the purposes of satisfying the requirements of TEFRA, the Code and 
the California Government Code Section 6500 entitled: 

 
A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF DANA POINT, 
CALIFORNIA, APPROVING, AUTHORIZING AND DIRECTING EXECUTION 
OF A JOINT EXERCISE OF POWERS AGREEMENT RELATING TO THE 
CALIFORNIA MUNICIPAL FINANCE AUTHORITY AND APPROVING THE 
ISSUANCE OF REVENUE BONDS IN AN AGGREGATE PRINCIPAL 
AMOUNT NOT TO EXCEED $67,500,000 BY THE CALIFORNIA MUNICIPAL 
FINANCE AUTHORITY FOR THE PURPOSE OF FINANCING AND 
REFINANCING THE ACQUISITION AND IMPROVEMENT OF MOBILE 
HOME PARKS AND OTHER LOW-INCOME MULTIFAMILY HOUSING 

Reviewed By: 
DH  ___ 
CM  ___ 
CA ___ 

X 
X 
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FACILITIES BY THE CARITAS CORPORATION, CARITAS ACQUISITIONS I, 
LLC, AND CARITAS SILVER LANTERN, LLC, AND CERTAIN OTHER 
MATTERS RELATING THERETO 

 
BACKGROUND:  
 
The City received a request to conduct a public hearing under the Tax Equity and Fiscal 
Responsibility Act (the “TEFRA Hearing”) in order for the Caritas Corporation to issue tax-
exempt bonds through California Municipal Finance Authority (CMFA) to refinance and 
improve the 17 unit apartment building located at 33951 Silver Lantern.  
 
CMFA was created on January 1, 2004 pursuant to a joint exercise of powers agreement 
to promote economic, cultural and community development, through the financing of 
economic development and charitable activities throughout California.  CMFA assists 
local governments, non-profit organizations and businesses with the issuance of taxable 
and tax-exempt bonds aimed at improving the standard of living in California. To date, 
over 270 municipalities have become members of CMFA. 
 
The Board of Directors of the California Foundation for Stronger Communities, a 
California non-profit public benefit corporation, acts as the Board of Directors for the 
CMFA. Through its conduit issuance activities, the CMFA shares a portion of the issuance 
fees it receives with its member communities and donates a portion of these issuance 
fees to the Foundation for the support of local charities.   
 
Pursuant to Federal law in order for all or a portion of the Bonds to qualify as tax-exempt 
bonds, the City of Dana Point, as the local jurisdiction, must adopt a Resolution approving 
the issuance of bonds and provide a public hearing so any concerned parties may speak 
in favor or against the use of tax-exempt financing of the project.   
 
DISCUSSION: 
 
The Caritas Corporation requested that CMFA participate in the issuance of one or more 
series of revenue bonds in an aggregate principal amount not to exceed $67,500,000 to 
refinance several mobile home projects in southern California and an apartment complex 
in Dana Point.  The Caritas Corporation is a California 501(c)3 non-profit corporation that 
has been in operation since 1996.  The mission of Caritas is to provide affordable housing 
in a caring and vibrant environment.  Caritas is currently carrying out its mission through 
twenty-two communities, which serve approximately 12,000 residents which it owns 
throughout the state of California.  The majority of the affordable housing that Caritas 
provides is in the form of mobile home communities.  In addition to the ownership of the 
communities, Caritas has an extensive program of social well-being activities, such as 
reading programs, educational programs, food assistance programs, tuition assistance, 
housing assistance, community involvement functions such as community dinners, 
parties and games, and recreational programs.   
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In October 2016 Caritas purchased its first non-mobile home community, the Silver 
Lantern Apartments in Dana Point.  Silver Lantern is a seventeen unit apartment complex 
on the street of Silver Lantern within Dana Point.  After acquisition, Caritas invested 
approximately $250,000 in improvements to the property.  This apartment complex was 
purchased with the specific intent to provide affordable housing for another non-profit, 
Friendship Shelter.  Friendship Shelter’s mission is to provide long term housing to 
individuals in critical need of housing. Caritas believes that through this acquisition, and 
now its relationship with Friendship Shelter, it has expanded its housing mission from 
mere “affordability” to “critical need”.  Caritas has a master lease with Friendship Shelter 
which is renewed on an annual basis.  
 
When Caritas acquired this apartment complex, it used conventional bank financing given 
the size of the acquisition and the practicality of local financing.  Caritas’ history, however, 
has been to use tax exempt bond financing for all of its property holdings.  Upon the 
acquisition of Silver Lantern, Caritas states they have always intended to refinance the 
property when the occasion arose to put the property into a tax exempt bond financing 
pool.  Caritas is currently refinancing several properties in its portfolio for the specific 
purpose of obtaining a lower interest rate on its debt, and thus it was an appropriate time 
to include the Silver Lantern property in that tax exempt bond refinancing.  The additional 
benefit of the tax exempt bond financing relative to the Silver Lantern property, is that the 
tax exempt bond financing is for a thirty (30) year term as opposed to the current 
conventional bank financing that is due in ten (10) years.   
 
The issuance of bonds for the Silver Lantern Apartments supports the Housing Strategy 
as outlined in the Dana Point Housing Element, by supporting conservation and 
improvement of the existing housing stock of affordable housing and supporting housing 
for persons with disabilities. 
 
In order for all or a portion of the Bonds to qualify as tax-exempt bonds, the City of Dana 
Point must conduct a TEFRA hearing.  
 
The bonds will not be a debt of the City of Dana Point.  This is a conduit financing 
in which CMFA will be the issuer and the City bears no financial or legal liability for 
the bonds. 
 
In order for the CMFA to have the authority to serve as the issuer of the bonds for the 
project, it is necessary for the City of Dana Point to become a member of the CMFA. 
Action Document A is the joint exercise of powers agreement to be executed by a 
designated signatory of the City. 
 
The joint exercise of powers agreement provides that the CMFA is a public entity, 
separate and apart from each member executing such agreement. The debts, liabilities 
and obligations of the CMFA do not constitute debts, liabilities or obligations of the 
members executing such agreement.   
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The Marks-Roos Local Bond Pooling Act (California Government Code §6584-6599.1) 
was enacted by the California Legislature in 1985. The main purpose of this statute is to 
allow local California governments to work together to get financing in a way that will 
conceivably lower borrowing costs. Underlying this concept is the belief that money can 
be saved through economies of scale by selling one large bond issue to finance several 
small projects. Through this legislation, local municipalities and other political subdivisions 
can join together by signing a Joint Powers Agreement, which creates a Joint Powers 
Authority ("JPA"). The statute specifically defines the achievement of savings in a 
refinancing context as a public benefit.   
 
 
In this case, Caritas is refinancing other affordable housing projects as a part of this bond 
issue.  By issuing one larger series of bonds, through one bond issuer, CMFA, Caritas 
can achieve lower overall costs of financing.   This savings goes directly to the mission of 
Caritas, as a nonprofit corporation focused on providing affordable living arrangements 
for residents throughout California.  
 
There are no costs associated with membership in the CMFA and the City will in no way 
become exposed to any financial liability by reason of its membership in the CMFA.  In 
addition, participation by the City in the CMFA will not impact the City’s appropriations 
limits and will not constitute any type of indebtedness by the City.  Outside of holding the 
TEFRA hearing, adopting the required Resolution and executing the joint exercise of 
powers agreement of the CMFA, no other participation or activity of the City or the City 
Council with respect to the issuance of the bonds will be required. 
 
The joint exercise of powers agreement expressly provides that any member may 
withdraw from such agreement upon written notice to the board of directors of the CMFA. 
In the case of the proposed bond financing for the borrower, following execution of the 
joint exercise of powers agreement, the City could, at any time following the issuance of 
the bonds, withdraw from the CMFA by providing written notice to the board of directors 
of the CMFA. 
 
NOTIFICATION AND FOLLOW-UP: 
 
A notice for this item was published in the Orange County Register on October 3, 2017. 
 
FISCAL IMPACT: 
 
The Bonds to be issued by the CMFA for the project will be the sole responsibility of the 
Borrower, and the City will have no financial, legal, moral obligation, liability or 
responsibility for the project or the repayment of the Bonds for the financing of the project. 
All financing documents with respect to the issuance of the Bonds will contain clear 
disclaimers that the Bonds are not obligations of the City or the State of California, but 
are to be paid for solely from funds provided by the Borrower. 
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CMFA shares 25 percent of all issuance fees directly with its member communities.   
Through the City of Dana Point’s membership in CMFA, as authorized through the Joint 
Powers Agreement, it is expected that a portion of the issuance fees will be allocated to 
the City of Dana Point’s General Fund. Such grant may be used for any lawful purpose 
of the City.   
 
ALTERNATIVE ACTIONS: 
 
In light of the foregoing, and in order to support affordable housing, staff recommends 
that the City conduct the TEFRA Hearing, and consider executing the Joint Exercise of 
Powers Agreement of the CMFA, and adopt the Resolution in favor of the issuance of the 
Bonds by the CMFA. 
 
ACTION DOCUMENTS: PAGE # 
 
A. Resolution No. XX ...................................................................................................... 6 
B. Joint Exercise of Powers Agreement…………………………………………………… 11 
 
SUPPORTING DOCUMENTS: 
 
C. Notice of Public Hearing .......................................................................................... 22 
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ACTION DOCUMENT A: Resolution No. XX 
 
 

RESOLUTION NO. __________ 
 
A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF DANA POINT, 
CALIFORNIA, APPROVING, AUTHORIZING AND DIRECTING EXECUTION OF A 
JOINT EXERCISE OF POWERS AGREEMENT RELATING TO THE CALIFORNIA 
MUNICIPAL FINANCE AUTHORITY AND APPROVING THE ISSUANCE OF 
REVENUE BONDS IN AN AGGREGATE PRINCIPAL AMOUNT NOT TO EXCEED 
$67,500,000 BY THE CALIFORNIA MUNICIPAL FINANCE AUTHORITY FOR THE 
PURPOSE OF FINANCING AND REFINANCING THE ACQUISITION AND 
IMPROVEMENT OF MOBILE HOME PARKS AND OTHER LOW-INCOME 
MULTIFAMILY HOUSING FACILITIES BY THE CARITAS CORPORATION, CARITAS 
ACQUISITIONS I, LLC, AND CARITAS SILVER LANTERN, LLC, AND CERTAIN 
OTHER MATTERS RELATING THERETO 
 

WHEREAS, pursuant to Chapter 5 of Division 7 of Title 1 of the Government Code 
of the State of California (the “Act”), certain public agencies (the “Members”) have entered 
into a Joint Exercise of Powers Agreement Relating to the California Municipal Finance 
Authority, dated as of January 1, 2004 (the “Agreement”) in order to form the California 
Municipal Finance Authority (the “Authority”), for the purpose of promoting economic, 
cultural and community development, and in order to exercise any powers common to the 
Members, including the issuance of bonds, notes or other evidences of indebtedness; 
and 

 
WHEREAS, the City of Dana Point (the “City”), has determined that it is in the 

public interest and for the public benefit that the City become a Member of the Authority 
in order to facilitate the promotion of economic, cultural and community development 
activities in the City, including the financing of projects therefor by the Authority; and 

 
WHEREAS, there is now before this City Council (the “City Council”) the form of 

the Agreement; and 
 
WHEREAS, the Agreement has been filed with the City, and the members of the 

City Council, with the assistance of its staff, have reviewed said document; and 
 
WHEREAS, the Authority is authorized to issue and sell revenue bonds for the 

purpose, among others, of financing or refinancing the acquisition, construction and 
improvement of capital projects; and 

 
WHEREAS, The Caritas Corporation, a California nonprofit public benefit 

corporation and an organization described in Section 501(c)(3) of the Internal Revenue 
Code of 1986 (the “Corporation”), Caritas Acquisitions I, LLC (the “Company”), a California 
limited liability company, whose sole member is the Corporation, and Caritas Silver 
Lantern, LLC (“Silver Lantern” and together with the Corporation and the Company, the 
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“Borrower”), a California limited liability company, whose sole member is the Corporation, 
have requested that the California Municipal Finance Authority (the “Authority”) participate 
in the issuance of one or more series of revenue bonds in an aggregate principal amount 
not to exceed $67,500,000 (the “Bonds”), pursuant to a plan of finance, for: (a) the 2017 
Project, as defined below; (b) refunding all or a portion of the Authority’s outstanding 
Mobile Home Park Senior Revenue Bonds (Caritas Projects) Series 2010A and Mobile 
Home Park Subordinate Revenue Bonds (Caritas Projects) Series 2010B (collectively, 
the “2010 Bonds”), issued to finance or refinance the 2010 Project, as defined below; (c) 
refunding all or a portion of the outstanding City of San Marcos Mobile Home Park 
Revenue Bonds (Valle Verde Mobile Home Park Project) Series 1999 (the “1999 Bonds”), 
issued to finance or refinance the 1999 Project, as defined below (together with the 2010 
Project and the 2017 Project, the “Project”); (d) financing a debt service reserve fund for 
the Bonds; and (e) payment of  costs of issuance and certain interest with respect to the 
Bonds; and 

 
WHEREAS, the term “2017 Project” means financing and refinancing all or a 

portion of the acquisition and improvement of a 17 unit apartment complex known as the 
Silver Lantern Apartments located at 33951 Silver Lantern Street, Dana Point, California 
92629; and 

WHEREAS, the term “2010 Project” means financing and refinancing all or a 
portion of the acquisition and improvement of: (a) a 217 space mobile home park known 
as El Dorado Palms Mobile Home Park located at 35218 Fir Avenue, Yucaipa, County of 
San Bernardino, California 92399; (b) a 168 space mobile home park known as Bahia 
Village Mobile Home Park located at 13096 Blackbird Street, Garden Grove, California 
92843; (c) an 86 space mobile home park known as Emerald Isle Mobile Home Park 
located at 13741 Clinton Street, Garden Grove, California 92843; and (d) a 298 space 
mobile home park known as Mountain View Estates Mobile Home Park located at 3255 
E. Avenue R, Palmdale, California 93550; and  
 

WHEREAS, the term “1999 Project” means financing and refinancing all or a 
portion of the acquisition and improvement of a 150 space mobile home park known as 
Valle Verde Estates Mobile Home Park located at 1286 Discovery Street, San Marcos, 
California 92078; and 

WHEREAS, the 1999 Project and a portion of the 2010 Project are owned and 
operated by the Corporation; the balance of the 2010 Project is owned and operated by 
the Company; and the 2017 Project is owned by Silver Lantern and operated and 
managed by Friendship Shelter Inc., a California nonprofit public benefit corporation and 
an organization described in Section 501(c)(3) of the Code; and    

 
WHEREAS, the 2017 Project is located within the City; and 
 
WHEREAS, not less than twenty percent (20%) of the residential units in the 

mobile home parks and the apartment building to be financed shall be occupied by 
individuals whose income is fifty percent (50%) or less of area median gross income; and 



10/26/17 Page 8 Item #4e 

 

the manager of the mobile home parks will be the Corporation or the Company, as 
applicable, or another entity selected by the Corporation or the Company; and 

 
WHEREAS, each of the local agencies in the geographic jurisdiction of which all 

or a portion of the 2010 Project or the 1999 Project is located will separately approve the 
issuance of the Bonds; and 

 
WHEREAS, in order for the interest on the Bonds to be tax-exempt, Section 147(f) 

of the Internal Revenue Code of 1986, as amended (the “Code”), requires that an 
“applicable elected representative” of the governmental unit, the geographic jurisdiction 
of which contains the site of a portion of the Project to be financed with the proceeds of 
the Bonds, hold a public hearing on the issuance of the Bonds and approve the issuance 
of the Bonds following such hearing; and 

 
WHEREAS, the Authority has determined that the City Council is an “applicable 

elected representative” for purposes of holding such hearing; and 
 
WHEREAS, the Authority has requested that the City Council approve the 

issuance of the Bonds by the Authority in order to satisfy the public approval requirement 
of Section 147(f) of the Code and, the requirements of Section 4 of the Agreement; and 

 
WHEREAS, notice of such public hearing has been duly given as required by the 

Code, and this City Council has heretofore held such public hearing at which all interested 
persons were given an opportunity to be heard on all matters relative to the financing or 
refinancing of the 2017 Project and the Authority’s issuance of the Bonds therefor; and 

 
WHEREAS, it is in the public interest and for the public benefit that the City Council 

approve the issuance of the Bonds by the Authority for the aforesaid purposes;  

NOW, THEREFORE, BE IT RESOLVED, by the City Council of the City of Dana 
Point as follows: 
 

Section 1.  The foregoing recitals are true and correct. 
 

Section 2. The Agreement is hereby approved and the Mayor, City Manager, 
Chairperson or the designee thereof is hereby authorized and directed to execute said 
document, and the City Clerk or such Clerk’s designee is hereby authorized and directed 
to attest thereto. 

 
Section 3.  The City Council hereby approves the issuance of the Bonds by the 

Authority.  It is the purpose and intent of the City Council that this Resolution constitute 
approval of the issuance of the Bonds (a) by the “applicable elected representative” of the 
governmental unit having jurisdiction over the area in which a portion of the Project is 
located in accordance with Section 147(f) of the Code and (b) by the City Council in 
accordance with Section 4 of the Agreement. 
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Section 4.  The issuance of the Bonds shall be subject to the approval of the 
Authority of all financing documents relating thereto to which the Authority is a party.  The 
City shall have no responsibility or liability whatsoever with respect to the Bonds. The 
Bonds shall not constitute an obligation or indebtedness of the City and the assets and 
revenues of the City are not being pledged as security for the payment of principal or 
interest on the Bonds.  
 

Section 5.  The officers of the City are hereby authorized and directed, jointly and 
severally, to do any and all things and to execute and deliver any and all documents which 
they 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 transaction approved hereby. 
 

Section 6.  The adoption of this Resolution shall not obligate the City or any 
department thereof to (i) provide any financing to acquire, rehabilitate or construct the 
Project or any refinancing of the Project or any portion thereof; (ii) approve any application 
or request for or take any other action in connection with any planning approval, permit 
or other action necessary for the acquisition, rehabilitation or operation of the Project or 
any portion thereof; (iii) make any contribution or advance any funds whatsoever to the 
Authority; or (iv) take any further action with respect to the Authority or its membership 
therein.  
 

Section 7. The executing officers, the Clerk and all other proper officers and 
officials of the City are hereby authorized and directed to execute such other agreements, 
documents and certificates, and to perform such other acts and deeds, as may be 
necessary or convenient to effect the purposes of this Resolution and the transactions 
herein authorized. 

Section 8.  The Clerk shall forward a certified copy of this Resolution and an 
originally executed Agreement to the Authority in care of its counsel: 

  Ronald E. Lee, Esq. 
  Jones Hall, APLC 
  475 Sansome Street, Suite 1700 
  San Francisco, CA 94111 

Section 9.  This Resolution shall take effect immediately upon its adoption. 
 
 

[Remainder of page intentionally left blank]
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PASSED, APPROVED, AND ADOPTED this 17th day of October, 2017. 
 
 

      _________________________ 
                          DEBRA LEWIS, MAYOR 

 
 
 
 
 
 
ATTEST: 
 
_______________________________ 
KATHY M. WARD, CITY CLERK 
 
 
 
STATE OF CALIFORNIA ) 
COUNTY OF ORANGE   )  ss 
CITY OF DANA POINT    ) 
 
 

I, Kathy M. Ward, City Clerk of the City of Dana Point, California, DO HEREBY 
CERTIFY that the foregoing is a true and correct copy of Resolution No. 17-10-17-XX 
adopted by the City Council of the City of Dana Point, California, at a regular meeting 
thereof held on the 17th day of October, 2017, by the following vote: 
 
 

AYES: 
 

NOES: 
 

ABSENT: 
 
 
   (SEAL) 
 
 
 

_____________________________________               
KATHY M. WARD, CITY CLERK 
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ACTION DOCUMENT B: Joint Exercise of Powers Agreement 
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SUPPORTING DOCUMENT C: Notice of Public Hearing 


