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SUBJECT: TAX EQUITY AND FISCAL RESPONSIBILITY ACT OF 1982 HEARING
ISSUANCE OF TAX-EXEMPT REVENUE NOTES BY THE CALIFORNIA 
STATEWIDE COMMUNITIES DEVELOPMENT AUTHORITY FOR THE 
BENEFIT OF CALIFORNIA SHOCK TRAUMA AIR RESCUE 

RECOMMENDATION: 

That the City Council conduct a public hearing under the Tax Equity and Fiscal 
Responsibility Act of 1982 (TEFRA); and after hearing public testimony adopt a resolution 
approving the issuance of tax-exempt revenue notes (Notes) by the California Statewide 
Communities Development Authority for the benefit of California Shock Trauma Air 
Rescue. 

BACKGROUND: 

The TEFRA Process 

State law provides the ability for cities and counties to join together under cooperative 
agreements to form joint powers authorities to issue debt obligations to fund projects 
that provide a public benefit and serve the needs of residents within the jurisdictions of 
the participating members. Federal law allows these obligations to be issued on a 
tax-exempt basis under certain circumstances. The City of Santa Maria (City) is not 
permitted to approve the issuance of bonds or notes for a project within its jurisdiction 
without first conducting a public TEFRA hearing and obtaining permission from the 
governing board of the jurisdiction in which the project is located - in this case the City 
of Santa Maria City Council. 

Cities and counties, in California, have the ability to act as issuers of conduit bonds and 
other obligations, but many jurisdictions utilize joint powers authorities, primarily for 
economies of scale and to access specialized transaction knowledge and resources. In 
1988, the California State Association of Counties and the League of California Cities 
formed a joint powers authority, known as the California Statewide Community 
Development Authority (Authority), to stimulate economic development throughout 
California by financing privately owned projects that provide public benefit by creating 
jobs, health care, affordable housing, infrastructure, schools and other fundamental 



services that enrich and improve the quality of life in local communities. Today, the 
Authority serves over 500 local agencies in California and provides financing programs 
that directly benefit local governments. 

The Project 

California Shock Trauma Air Rescue ("CALSTAR") is a California nonprofit 501(c)(3) 
public benefit corporation that provides a medical transportation system (helicopter air 
ambulance service) on a 24-hour basis. This medical transportation system brings 
rapid, on-site medical care to critically ill or injured patients. 

CALSTAR has requested a plan of finance for the issuance of one or more series of 
Notes, in the amount not expected to exceed $55 million, to be privately purchased by a 
bank, not publicly sold. Pursuant to federal law, CALSTAR has requested the City to 
conduct a public hearing under the TEFRA and approve the issuance of the Notes. 

CALSTAR will be using a portion of proceeds of the Notes to pay the costs of acquiring 
eight new air rescue helicopters that will be maintained at CALSTAR's McClellan facility, 
located in McClellan, California. CALSTAR's flight crews respond from fixed bases 
located in Auburn, Concord, Gilroy, Salinas, Santa Maria, South Lake Tahoe and Ukiah. 
Since commencing operations, CALSTAR has transported on an emergency basis over 
15,000 critically injured or ill patients throughout Northern California. Approximately 75 
percent of flights are in support of Northern California's 9-1-1 emergency services 
network. 

DISCUSSION: 

The purpose of this TEFRA public hearing is to receive public comment and request 
approval of the financing, as required by the Internal Revenue Code of 1986, as 
amended. The City will be appropriately conducting a public hearing under the TEFRA, 
for the purpose of approving the issuance of the Notes and the use of the proceeds of 
the Notes pursuant to Section 147(f) of the Internal Revenue Code, so that the Notes 
can be issued as tax-exempt obligations. Separate TEFRA public hearings will be held 
in other jurisdictions where CALSTAR operates (such as the cities of Concord, Gilroy, 
Ukiah, Salinas, and Vacaville) where those jurisdictions will benefit from the issuance of 
the proceeds of these Notes and new equipment will be used. 

In order for the Authority to issue such Notes, the City must (1) conduct a public hearing 
under the TEFRA that allows members of the public to comment on the proposed 
Project, and (2) approve of the Authority's issuance of the Notes on behalf of the 
proposed financing. Although the Authority (not the City) will be the issuer of the Notes 
for the Project, the financing cannot proceed without the City approving of the 
Authority's issuance of indebtedness. 



Fiscal Considerations: 
The financing for CALSTAR involves the issuance of Notes and may be completed 
through the Authority if the City approves the financing. These conduit Notes are 
special, limited obligations of the Authority payable solely through the payment of 
principal and interest components by CALSTAR, and will not be a direct obligation of 
the Authority, the City, or any member of Authority. Neither the faith or credit, nor the 
taxing power of the City, any member of Authority, the State or any political subdivision 
is pledged to the repayment of the Notes. The City will not be under any obligation to 
repay the Note indebtedness. 

To defray administrative expenses associated with conducting the TEFRA hearing, City 
Council Resolution No. 82-2 provides that a non-refundable application fee of $1,250 is 
collected prior to a TEFRA public hearing. While the application fee is less than actual 
costs incurred by City staff to facilitate the TEFRA process, it does help defer some of the 
costs associated with the application process. 

There is no direct or indirect financial impact to the City as a result of this proposed 
financing. The Authority will issue the Notes on behalf of the Project. The Notes are 
payable solely out of the revenues derived by the borrower. No financial obligations are 
placed on the City for project financing costs or debt repayment. 

This item does not have any significant direct financial impact on the City as the 
purchase of aircraft and aircraft parts (including helicopters) are exempt from sales and 
use tax by the California State Board of Equalization. 

Impact to the Community: 
If the TEFRA resolution is denied, the tax-exempt financing would not go forward and 
CALSTAR would pay a higher interest rate for acquiring the air rescue helicopters. This 
would result in additional costs to CALSTAR and would necessitate diverting funds away 
from their operations to pay debt service which could negatively impact operations of the 
emergency services that CALSTAR offers to the community. 
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