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Welcome to the Oversight Board Meeting

City of Bell and staff welcome you. This is your City Government. Individual
participation is a basic part of American Democracy and all Bell residents are
encouraged to attend meetings of the City Council. Oversight Board meetings
are held in the Bell Council Chambers, 6330 Pine Avenue. For more information,
you may call City Hall during regular business hours 8:00 am. to 4:00 p.m.,
Monday through Friday at (323) 588-6211 Extension 205.

Addressing the Oversight Board

If you wish to speak to the Oversight Board on any item which is listed or not
listed on the Oversight Board Agenda, please complete a Request to Speak Card
available in the meeting room. Please submit the completed card prior to the
meeting.

Compliance with Americans with Disabilities Act

The City of Bell, in complying with the Americans with Disabilities Act (ADA),
request individuals who require special accommodation(s) to access, attend, and
or participate in a City meeting due to disability. Please contact the City Clerk’s
Office, (323) 588-6211, Ext. 205, at least one business day prior to the scheduled
meeting to insure that we may assist you.




OVERSIGHT BOARD TO THE SUCESSOR AGENCY TO THE
COMMUNITY REDEVELOPMENT AGENCY OF THE CITY OF BELL

SPECIAL MEETING AGENDA
CITY COUNCIL CHAMBERS

THURSDAY, APRIL 24, 2014
5:30 P.M.

NOTICE IS HEREBY GIVEN that the Oversight Board to the Successor Agency to the Bell
Community Redevelopment Agency of the City of Bell will hold a Special Meeting on
April 24, 2014 at 5:30 P.M,, at Bell City Hall to consider the following:

CALL TO ORDER

Pledge of Allegiance
Roll Call
Changes to the Agenda

ANNOUNCEMENTS

PRESENTATIONS, APPOINTMENTS AND PROCLAMATIONS

PUBLIC COMMENTS

This is the time for the public to address the Oversight Board on issues within the jurisdiction of
the Oversight Board that are on this agenda. All comments are to be directed to the Oversight
Board and shall not consist of any personal attacks. Members of the public are expected to
maintain a professional, courteous decorum during their comments. There is a time limitation of
three minutes per person. If you haven't already done so, please fill out name and address slips
and give them to the Secretary to the Oversight Board. The Oversight Board is prohibited by
State law from taking action or discussing items not included on the printed agenda. Public
comments on specific agenda items will be deferred until consideration of the item on the
agenda.

ELECTION OF CHAIRPERSON

1. Election of Chairperson of the Oversight Board in accordance with the bylaws of the
Oversight Board

CONSENT CALENDAR

1. Approval of Minutes of the February 27, 2014 Oversight Board Meeting



ITEMS REMOVED FROM CONSENT CALENDAR FOR DISCUSSION

DISCUSSION AND POTENTIAL ACTION ITEMS
1. Consideration of Resolution No. 2014-03 OB receiving and convening a public comment
session for the Due Diligence Reviews of the low and moderate income housing fund
and other funds

2. Consideration of Resolution No. 2014-04 OB approving transfer of governmental use
property located at 4357 Gage Avenue to the City of Beil

3. General update on ROPS 14-15A Meet and Confer items

4. Oversight Board Communications

ADJOURNMENT

|, Janet Martinez, Interim City Clerk of the City of Bell, certify that a true and accurate copy of
the forgoing agenda was posted on February 22, 2014, at least 24 hours prior to the meeting as
required by law.

Jdnet Martinet
[pterim City Clerk



MINUTES

Special Meeting
Bell Oversight Board

Thursday, February 27, 2014

Bell City Council Chambers
6330 Pine Avenue

Called to Order by Oversight Board Chair Quintana at 5:24 P.M.
Roll call of the Oversight Board:

Present: Oversight Board members Quintana, Sanchez, Vasquez and Fong

(4)
Absent: Cisneros, Walsh, Moret (3)

Communications from the Public

None

Approval of Meeting Minutes

By consensus, the Oversight Board approved the minutes from the September 23, 2013
Oversight Board meeting.

General Updates on Long Range Property Management Plan and Due Diligence Reviews:

Successor Agency staff stated that the Due Diligence Reviews (DDR’s) are almost complete.
After they are complete, the Long-Range Property Management Plan (LRPMP) can be
completed. Rosenow-Spevacek Group is working with Staff to complete the Plan.

Review and Approval of the Successor Agency ROPS:

Ms. Acosta mentioned that there are some new line-items on the ROPS including costs for the
Werrlein property demolition and $75,000 for housing authority administration costs per AB 471.

Chairperson Quintana asked Ms. Acosta to introduce herself and explain that she is replacing
Matt McCleary as the Successor Agency consultant.

Boardmember Vasquez asked what constitutes a housing asset. Ms. Acosta defined a housing
asset as an asset purchased or used by the former-redevelopment agency for housing
purposes. Chairperson Quintana asked if the housing assets will be included on the LRPMP.
Ms. Acosta explained that housing assets have already been transferred to the housing
authority and would not be on the LRPMP.

Chairperson Quintana requested that Ms. Acosta explain each item on the ROPS. Ms. Acosta
went through each ROPS obligation individually.

Boardmember Vasquez asked about the status of the DDR’s. Successor Agency staff explained



that the reports were almost complete.

Chairperson Quintana asked whether the pension override obligation is a revived item and how
the total obligation amount was determined. Ms. Acosta explained that the pension override
obligation was denied by DOF and is being revived on ROPS 14-15A in protest. Ms. Acosta
explained that the total outstanding amount includes the estimate for the current period and any
outstanding balances from past years.

Successor Agency staff showed slides of the Werrlein Property to explain the need for
demolition. Boardmember Vasquez asked if the property would be immediately demolished if
the obligation was approved on the ROPS. Staff explained that the Successor Agency would
still have to approve the demolition, seek bids, and enter into a contract, so no, the demolition
would not ocour immediately. Chairperson Quintana asked how the estimate was derived. Staff
explained that the estimate was based on informal proposals submitted by contractors.
Boardmember Vasquez asked if the Werrlein property would be listed on the LRPMP. Staff
responded yes.

Ms. Acosta explained the process for sale of properties listed on the LRPMP and stated that the
Oversight Board will be allowed to approve the sale of all properties on the LRPMP.

Boardmember Vasquez asked if the Successor Agency has been receiving the RPTTF it has
been asking for. Ms. Acosta stated that it was.

Motion to approve the Resolution to approve the ROPS14-15A
In Favor: Vasquez, Sanchez, Quintana, and Fong

Opposed: none

Abstain: none

Oversight Board Communications

None

Meeting Adjourned: 5:52 pm



City of Bell
Agenda Report

DATE: April 24, 2014
TO: Honorable Oversight Board Members
FROM: Successor Agency Staff

APPROVED /C@&/
BY: Wl"/

Doug Willmore, City Manager

SUBJECT:  Resolution No. 2014-03 OB receiving and convening a public comment session
for the Due Diligence Reviews of the low and moderate income housing fund and
other funds

RECOMMENDED ACTION
It is recommended that the Oversight Board:

1. Adopt Resolution No. 2014-03 OB receiving and convening a public comment session
for the Due Diligence Reviews of the low and moderate income housing fund and other
funds; and

2. Receive comments from the public on the Due Diligence Reviews

BACKGROUND

One of the primary goals of Assembly Bills x1-26 and 1484, together known as the “Dissolution
Act’, is to seize all unencumbered redevelopment funds (exclusive of bond proceeds) that were
held by redevelopment agencies. These unencumbered funds are to be remitted to the County
Auditor Controller for distribution to all affected taxing agencies, according to their proportional
general levy share. In order to determine the amount of unencumbered fund balance, two Due
Diligence Reviews (DDRs) must be prepared by independent auditors for all successor
agencies pursuant to Health and Safety Code Section 34179.5. The first DDR is strictly for the
former Redevelopment Agency Housing Set Aside Fund (the Housing DDR), and the second is
for all other funds (Non-Housing DDR).

The DDRs must be conducted by professional accounting firms according to a set of procedures
generally designed to track fund and asset transfers, fund balances, revenues, and
expenditures of redevelopment agencies from January 1, 2011 until June 30, 2012. Ultimately,
each DDR results in a calculation of unencumbered fund balances, in addition to identifying
certain expenditures or transfers that are disallowed by the Dissolution Act. Upon completion,
the DDRs must be submitted to the Oversight Board for approval. As required by the Dissolution



Act, the Oversight Board must meet not less than two times regarding the DDRs: (1) at one
meeting to receive the report and convene a public comment session (today's agenda item),
and (2) at a second meeting to consider the public comments and the results/opinions of the
County Auditor Controller to the DDR's (if any), consider approval of the DDR’s. The Oversight
Board has the ability to adjust amounts identified in the DDRs to reflect any additional
information or analysis. Once approved, the DDRs are transmitted to the State Department of
Finance (DOF), the State Controller, and the County Auditor Controller. DOF will review
submitted DDRs, and may approve, modify, or reject them. If a successor agency disagrees
with modification or rejection of a DDR, it may request a Meet and Confer to provide additional
information to the DOF.

Once the DDRs are approved by DOF, unencumbered funds identified by the DDRs must be
remitted to the County Auditor Controller. This step is required in order to obtain a Finding of
Completion, which allows successor agencies to move forward in the dissolution process,
including repayment of legitimate City loans, and submittal of a Long Range Property
Management Plan (LRPMP), which can be used to transfer and/or dispose of property held by
the successor agency.

Penalties for failure to remit unencumbered fund balances are somewhat nebulous at this time.
Assembly Bill 1484 originally provided that DOF could order withholdings of sales tax or
property tax revenues from the city that created the former redevelopment agency, but this
portion of the legislation failed in a recent court challenge initiated by the City of Vallejo, where
the court found such withholdings to be a violation of the State Constitution. The legislation also
states that property tax may be withheld from a successor agency, which has not yet been
ordered by DOF and consequently not challenged in court. It is unclear if this penalty would
affect more than just the administrative allowance, as other withholdings could violate contract
law.

DISCUSSION & FISCAL IMPACT

Both DDRs cover the period January 1, 2011 through June 30, 2012. The Housing DDR was
due October 1, 2012, and the Non-Housing DDR on December 15, 2012. Given the backlog of
audit work required of the City, these deadlines could not be met. Staff communicated this
information to the DOF to inform them of progress.

Both DDRs were completed by Magcias, Gini & O'Connell, the City of Bell's auditor, in October
2013. Given the relative uncertainty as to the cash holdings of the former Housing Fund, it was
decided to delay action on the DDRs until the City's FY 2013 audit was completed. The audit
was published on March 31, 2014,

While the Non-Housing DDR identified a negative fund balance that has since been ameliorated
through the Recognized Obligation Payment Schedule (ROPs) funding process, the Housing
DDR identified an unencumbered fund balance of $2,963,344. This latter amount, according to
the Dissolution Act, should be remitted to the County Auditor Controller. The City's FY 2013
revealed that the former housing fund possesses cash assets of $2,975,414, an amount
sufficient to pay the obligation.



ATTACHMENTS

1. Housing Due Diligence Review
2. Non-Housing Due Diligence Review



RESOLUTION NO. 2014-03 OB

A RESOLUTION OF THE OVERSIGHT BOARD TO THE SUCCESSOR
AGENCY TO THE DISSOLVED BELL COMMUNITY REDEVELOPMENT
AGENCY RECEIVING AND CONVENING A PUBLIC COMMENT SESSION
FOR THE DUE DILIGENCE REVIEWS OF THE LOW AND MODERATE
INCOME HOUSING FUND AND OTHER FUNDS AND TAKING RELATED
ACTIONS REQUIRED BY SECTIONS 34179.5 AND 34179.6 OF THE
DISSOLUTION ACT

WHEREAS, the Bell Successor Agency ('Successor Agency”) is a public body,
corporate and politic, organized and existing under the California Community Redevelopment
Law (Health & Safety Code §§ 33000 et seq.); and

WHEREAS, the City of Bell is a municipal corporation and a charter city organized and
existing under the Constitution of the State of California (“City”); and

WHEREAS, on December 29, 2011, the California Supreme Court issued its opinion in
the case California Redevelopment Association, et al. v. Ana Matosantos, etc., et al., Case No.
$196861, and upheld the validity of Assembiy Bill x1 26 ("ABx1 26”) and invalidated Assembly
Bill x1 27; and

WHEREAS, the Court's decision results in the implementation of ABx1 26 which
dissolves all the redevelopment agencies in the State of California as of February 1, 2012 and

WHEREAS, the City is, by operation of law, the Successor Agency to the
Redevelopment Agency for purposes of winding-down the Redevelopment Agency under ABx1
26 and AB 1484; and

WHEREAS, Health & Safety Code Section 34179.5 requires the Successor Agency to
employ a licensed accountant to perform a due diligence review for the Low and Moderate
Income Housing Fund (“LMIHF") and a due diligence review for all other funds (collectively the
‘due diligence reviews”) and report on the amount of funds transferred from the former
Redevelopment Agency; and

WHEREAS, on August 30, 2012, the Department of Finance (“DOF") posted on its
official website the agreed-upon procedures to conduct the due diligence reviews; and

WHEREAS, in accordance with the provisions of the agreed-upon procedures and
provisions of H&SC Section 34179.5, Macias, Gini & O'Connell has completed the due diligence
reviews, copies of which are attached hereto and incorporated by this reference; and

WHEREAS, pursuant to H&SC Section 34179.6(b), upon receipt of the due diligence
reviews, and at least five business days before the Oversight Board considers its approval, the
Oversight Board must hold a public comment session at which time the public has an
opportunity to hear and be heard on the results of the due diligence reviews, and at which time
the Oversight Board considers the opinions, if any, offered by the County Auditor-Controller on
the results of the due diligence reviews; and



WHEREAS, on the date of this Resolution, the Oversight Board will hold the public
comment session on the due diligence reviews pursuant to H&SC Section 34179.6(b); and

WHEREAS, pursuant to H&SC Section 34179(h), written notice and information about
all actions taken by the Oversight Board shall be provided to the DOF by electronic means and
in a manner of DOF's choosing. Generally, an oversight board's action shall become effective
five (5) business days after notice in the manner specified by the DOF unless the DOF requests
a review provided, however the subject report will be considered and acted on pursuant to the
process and timing of H&SC Sections 34179.5 and 34179.6; and

WHEREAS, all other legal prerequisites to the adoption of this Resolution have
occurred,

NOW, THEREFORE, the Oversight Board to the Successor Agency to the Dissolved
Bell Community Redevelopment Agency, resolves as follows:

SECTION 1. The foregoing Recitals are true and correct and are incorporated herein.

SECTION 2. The Oversight Board hereby acknowledges receipt of the due diligence
reviews prepared pursuant to H&SC Section 34179.5.

SECTION 3. The Oversight Board hereby documents that a public comment session
was held on the due diligence reviews pursuant to H&SC Section
34179.6(b) on the date of this Resolution.

SECTION 4. Pursuant to Section 34179(h) as amended by Assembly Bill 1484
effective June 27, 2012, written notice and information about all actions
taken by the Oversight Board shall be provided to the DOF by electronic
means and in a manner of DOF’'s choosing. Generally, an oversight
board’s action shall become effective five (5) business days after notice in
the manner specified by the DOF unless the DOF requests a review
provided however the subject report will be considered and acted on
pursuant to the process and timing of Sections 34179.5 and 34179.6.

PASSED, APPROVED and ADOPTED at a meeting of the Bell Oversight Board held on this
24" day of April 2014, by the following vote:

OVERSIGHT BOARD CHAIR

ATTEST:



OVERSIGHT BOARD SECRETARY

APPROVED AS TO FORM:

David Aleshire, CITY ATTORNEY

|, Janet Martinez, Interim City Clerk, Bell, California, hereby certify that the foregoing resolution
was adopted by the Bell Oversight Board to the former Bell Community Redevelopment Agency
at the Oversight Board meeting held on the 24" day of April, 2014 and passed by the following
vote:

AYES:

NOES:

ABSENT:

ABSTAIN:

Oversight Board Secretary



EXHIBIT A

Due Diligence Reviews

[Attached behind this page]
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SUCCESSOR AGENCY TO THE CITY OF BELL
COMMUNITY REDEVELOPMENT AGENCY

Independent Accountant’s Report on
Applying Agreed-Upon Procedures on the
Successor Agency to the City of Bell Community
Redevelopment Agency, Except its
Low and Moderate Income Housing Fund

As Prescribed in Section 34179.5 and 34179.6 of
the California Health and Safety Code
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Los Angelss
777 5. Figueroa Street, Suite 2500

= Certified Public Accountants. Los Angeles, CA 50017

213.408.8700

Sacramanto

Walnut Creek

Independent Accountant’s Report on Qakland
Applying Agreed-Upon Procedures Century Ciy
We have performed the procedures enumerated in Attachment A, which were agreed to by the Successor Newport Beach
Agency to the City of Bell Community Redevelopment Agency (Successor Agency), California State
Controller’s Office and California Department of Finance (collectively referred to as Specified Parties),  Sen Diego
solely to assist you in determining the balances available for transfer to taxing entities from assets
transferred to the Successor Agency, excluding assets transferred from the Low and Moderate Income
Housing Fund of the former redevelopment agency, as prescribed in Sections 34179.5 and 34179.6 of the
California Health and Safety Code (Code). Management of the Successor Agency is responsibie for the
accounting records. This agreed-upon procedures engagement was conducted in accordance with
attestation standards established by the American Institute of Certified Public Accountants. The
sufficiency of these procedures is solely the responsibility of the parties specified in the report.
Consequently, we make no representation regarding the sufficiency of the procedures described below,
either for the purpose for which this report has been requested, or for any other purpose,

Seattle

The scope of this engagement was limited to performing the agreed-upon procedures set forth in
Attachment A. Attachment A also identifies the findings noted as a result of the procedures performed.

We were not engaged to and did not conduct an audit, the objective of which would be the expression of
an opinion on the assets transferred from the former redevelopment agency to the Successor Agency,
excluding its Low and Moderate Income Housing Fund, the balances available for transfer to the taxing
entities or other financial information presented in the attached exhibits, Accordingly, we do not express
such an opinion. Had we performed additional procedures, other matters might have come to our attention
that would have been reported to you.

This report is intended solely for the information and use of the Successor Agency, the California State
Controller's Office, and the California Department of Finance and is not intended to be, and should not
be, used by anyone other than these specified parties.

hacians (Tinic § O Conmel) P

Los Angeles, California
October 9, 2013

www.mgocpa.com
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SUCCESSOR AGENCY TO THE CITY OF BELL
COMMUNITY REDEVELOPMENT AGENCY
Attachment A — Agreed-Upon Procedures and Findings

Our procedures and findings are as follows:

)

2)

Procedure:

Obtain from the Successor Agency a listing of all assets that were transferred from the former
redevelopment agency (Agency) to the Successor Agency on or about February 1, 2012,
excluding the assets that were transferred from the Low and Moderate Income Housing Fund.
Agree the amounts on this listing to account balances established in the accounting records of the
Successor Agency. Identify in the Agreed-Upon Procedures (AUP) report the amount of the
assets transferred to the Successor Agency as of that date.

Finding: We inquired of the Accounting Manager of the City of Bell’s (City’s) Finance
Department and noted no transfers to the Successor Agency. We determined that while a
Successor Agency had been legally established as of February 1, 2012, no fund structure was
created to accommodate the financial transactions associated with the dissolution. We noted
assets in the amount of $18,392,802, excluding the Low and Moderate Income Housing Fund
assets, remained in the former Community Redevelopment Agency funds as of February 1, 2012.
We agreed this amount to the City’s accounting records. For the purposes of the agreed-upon
procedures set forth herein, we will treat these assets as transfers to the Successor Agency as of
February 1, 2012.

Procedures:

If the State Controller’s Office has completed its review of transfers required under both Sections
34167.5 and 34178.8 and issued its report regarding such review, attach a copy of that report as
an exhibit to the AUP report. If this has not yet occurred, perform the following procedures:

A. Obtain a listing prepared by the Successor Agency of transfers of assets from the former
redevelopment agency (excluding payments for goods and services), excluding the Low and
Moderate Income Housing Fund, to the city, county, or city and county that formed the
redevelopment agency for the period from January 1, 2011 through January 31, 20612. For
each transfer, the Successor Agency should describe the purpose of the transfer and describe
in what sense the transfer was required by one of the Agency’s enforceable obligations or
other legal requirements. Provide this listing as an attachment to the AUP report.

B. Obtain a listing prepared by the Successor Agency of transfers of assets (excluding payments
for goods and services) from the Successor Agency, excluding transfers from the Low and
Moderate Income Housing Fund held by the Successor Agency, to the city, county, or city
and county that formed the redevelopment agency for the peried from February 1, 2012
through June 30, 2012. For each transfer, the Successor Agency should describe the purpose
of the transfer and describe in what sense the transfer was required by one of the Agency’s
enforceable obligations or other legal requirements. Provide this listing as an attachment to
the AUP report,

C. For each transfer, obtain the legal document that formed the basis for the enforceable
obligation that required any transfer. Note in the AUP report the absence of any such legal
document or the absence of language in the document that required the transfer.
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SUCCESSOR AGENCY TO THE CITY OF BELL
COMMUNITY REDEVELOPMENT AGENCY
Attachment A — Agreed-Upon Procedures and Findings (Centinued)

Findings: We noted that the State Controller’s Office has not completed its review of transfers as
of the date of this report. As such, we performed procedures 2A through 2C.

While a Successor Agency had been legally established as of February 1, 2012, no fund structure
was created to accommodate the financial transactions associated with the dissolution. We noted
assets in the amount of $18,392,802, excluding the Low and Moderate Income Housing Fund
assets, remained in the former Community Redevelopment Agency funds as of February 1, 2012.
For the purposes of the agreed-upon procedures set forth herein, we will treat these assets as
transfers to the Successor Agency as of February 1, 2012.

We inquired of the Accounting Manager of the City’s Finance Department and noted that there
were 1o asset transfers (excluding payments for goods and services) from any funds of the former
Community Redevelopment Agency or the Successor Agency, excluding its Low and Moderate
Income Housing Fund, to the City for the period January 1, 2011 through June 30, 2012.

Procedures:

If the State Controiler’s Office has completed its review of transfers required under both Sections
34167.5 and 34178.8 and issued its report regarding such review, attach a copy of that report as
an exhibit to the AUP report. If this has not yet occurred, perform the following procedures:

A, Obtain a listing prepared by the Successor Agency of transfers of assets (excluding payments
for goods and services) from the former redevelopment agency, excluding the Low and
Moderate Income Housing Fund, to any other public agency or to private parties for the
period from January 1, 2011 through January 31, 2012. For each transfer, the Successor
Agency should describe the purpose of the transfer and describe in what sense the transfer
was required by one of the Agency’s enforceable obligations or other legal requirements.
Provide this listing as an attachment to the AUP report.

B. Obtain a listing prepared by the Successor Agency of transfers of assets (excluding payments
for goods and services) from the Successor Agency, excluding transfers from the Low and
Moderate Income Housing Fund held by the Successor Agency, to any other public agency or
private parties for the period from February 1, 2012 through June 30, 2012. For each
transfer, the Successor Agency should describe the purpose of the transfer and describe in
what sense the transfer was required by one of the Agency’s enforceable obligations or other
legal requirements. Provide this listing as an attachment to the AUP report.

C. For each transfer, obtain the legal document that formed the basis for the enforceable
obligation that required any transfer. Note in the AUP report the absence of any such legal
document or the absence of language in the document that required the transfer.

Findings: We noted that State Controller’s Office has not completed its review of transfers as of
the date of this report. As such, we performed procedures 3A through 3C.

While a Successor Agency had been legally established as of February 1, 2012, no fund structure
was created to accommodate the financial transactions associated with the dissolution, We noted
assets in the amount of $18,392,802, excluding the Low and Moderate Income Housing Fund
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SUCCESSOR AGENCY TO THE CITY OF BELL
COMMUNITY REDEVELOPMENT AGENCY
Attachment A — Agreed-Upon Procedures and Findings (Continued)

assets, remained in the former Community Redevelopment Agency funds as of February 1, 2012,
For the purposes of the agreed-upon procedures set forth herein, we will treat these assets as
transfers to the Successor Agency as of February 1, 2012.

We inquired of the Accounting Manager of the City’s Finance Department and noted one asset
transfer in the amount of $1,203,778, from the former Community Redevelopment Agency
(excluding payments for goods and services), excluding transfers from the Low and Moderate
Income Housing Fund, to a public agency or private party for the period from January 1, 2011
through January 31, 2012. Please refer to Exhibit A. No exceptions were noted as a result of this
procedure.

We inquired of the Accounting Manager of the City’s Finance Department and noted that there
were 10 asset transfers from the Successor Agency (excluding payments for goods and services),
excluding transfers from the Low and Moderate Income Housing Fund assets held by the

Successor Agency, to any other public agency or private party for the period from February 1,
2012 through June 30, 2012.

Procedures:

A. Obtain from the Successor Agency a summary of the financial transactions of the
Redevelopment Agency and the Successor Agency in the format set forth in the attached
schedule (Exhibit B) for the fiscal periods indicated in the schedule. For purposes of this
summary, the financial transactions should be presented using the modified accrual basis of
accounting. End of year balances for capital assets (in total) and long-term liabilities (in total)
should be presented at the bottom of this summary schedule for information purposes.

B. Ascertain that for each period presented, the total of revenues, expenditures, and transfers
accounts fully for the changes in equity from the previous fiscal period,

C. Compare amounts in the schedule relevant to the fiscal vear ended June 30, 2010 to the state
controller’s report filed for the Redevelopment Agency for that period.

D. Compare amounts in the schedule for the other fiscal periods presented to account balances in
the accounting records or other supporting schedules. Describe in the report the type of
support provided for each fiscal period.

Findings: We obtained from the Successor Agency a summary of the financial transactions of the
former Community Redevelopment Agency and the Successor Agency for the fiscal periods as
presented on Exhibit B. We traced the account balances to the accounting records of the former
Community Redevelopment Agency and the Successor Agency.

We ascertained that for the periods presented as of June 30, 2010 and 2011 and January 31, 2012,
the total of revenues, expenditures, and transfers accounts fully for the changes in equity from the
previous fiscal period.

We compared amounts for the fiscal year ended June 30, 2010 to the state controller’s report filed
for the former Community Redevelopment Agency for that period and noted differences of
($3,140) in Cash and Investments, ($1) in Accounts Receivable, ($10,877) in Due from Other
Governments, ($367,421) in Due from Other Funds, and ($363,71 9) in Advances to Other Funds;
resulting in a net difference in Total Assets of ($745,158). We also noted differences of $4,983 in
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Accrued Payroll, $39,833 in Due to Other Governments, ($168,784) in Other Liabilities,
($330,295) in Due to Other Funds, $5,338,567 in Advances from Other Funds, and $17,000 in
Deferred Revenue; resulting in a net difference in Total Liabilities of $4,901,304. The
differences in Total Assets and Total Liabilities resulted in a net difference in Equity of
($5,646,462). We also noted differences of ($898,127) and ($1,320,966) in Total Revenues and
Total Expenditures/Expenses, respectively; resulting in a difference in Net Change in Equity of
$422,839. Please refer to Exhibit B for the results of this procedure.

Procedure:

Obtain from the Successor Agency a listing of all assets of all funds of the Successor Agency as
of June 30, 2012, excluding assets of its Low and Moderate Income Housing Fund. Agree the
assets so listed to recorded balances reflected in the accounting records of the Successor Agency.
The listings should be attached as an exhibit to the AUP report.

Finding: While a Successor Agency had been legally established as of February 1, 2012, no fund
structure was created to accommodate the financial transactions associated with the dissolution.
We noted assets in the amount of $18,392,802, excluding the Low and Moderate Income Housing
Fund assets, remained in the former Community Redevelopment Agency funds as of February 1,
2012, For the purposes of the agreed-upon procedures set forth herein, we will treat these assets
as transfers to the Successor Agency as of February 1, 2012,

We inquired of the Accounting Manager of the City’s Finance Department and noted assets in the
aggregate amount of $19,449,157 were held by the Successor Agency at June 30, 2012
(excluding the previously reported assets of the Low and Moderate Income Housing Fund). We
traced the asset balances to the accounting records of the Successor Agency. Please refer to
Exhibit C for the results of the procedures performed. '

Procedures:

Obtain from the Successor Agency a listing of asset balances of all other funds of the Successor
Agency, excluding the previously reported Low and Moderate Income Housing Fund assets, held
on June 30, 2012 that are restricted for the following purposes:

A. Unspent bond proceeds:

i.  Obtain the Successor Agency’s computation of the restricted balances (e.g., total

proceeds less eligible project expenditures, amounts set aside for debt service payments,
etc.)

#.  Trace individual components of this computation to related account balances in the
accounting records, or to other supporting decumentation (specify in the AUP report a
description of such documentation).

iii.  Obtain from the Successor Agency a copy of the legal document that sets forth the
restriction pertaining to these balances. Note in the AUP report the absence of language
restricting the use of the balances that were identified by the Successor Agency as
restricted.
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B. Grant proceeds and program income that are restricted by third parties:

i.  Obtain the Successor Agency’s computation of the restricted balances (e.g., total
proceeds less eligible project expenditures).

ii. Trace individual components of this computation to related account balances in the
accounting records, or to other supporting documentation (specify in the AUP report a
description of such documentation).

iii. ~ Obtain from the Successor Agency a copy of the grant agreement that sets forth the
restriction pertaining to these balances. Note in the AUP report the absence of language
restricting the use of the balances that were identified by the Successor Agency as
restricted.

C. Other assets considered to be legally restricted:

i.  Obtain the Successor Agency’s computation of the restricted balances (c.g., total
proceeds less eligible project expenditures),

ii. Trace individual components of this computation to related account balances in the
accounting records, or to other supporting documentation (specify in the AUP report a
description of such documentation).

iiil.  Obtain from the Successor Agency a copy of the legal document that sets forth the
restriction pertaining to these balances. Note in the AUP report the absence of language
restricting the use of the balances that were identified by Successor the Agency as
restricted.

D. Attach the above mentioned Successor Agency prepared schedule(s) as an exhibit to the AUP
report. For each restriction identified on these schedules, indicate in the report the period of
time for which the restrictions are in effect. If the restrictions are in effect until the related
assets are expended for their intended purpose, this should be indicated in the report.

Findings: We noted unspent bond proceeds in an aggregate amount of $2,040,238 are legally
restricted per the 2003 Tax Allocation Refunding Bond official statement. No exceptions were
noted as a result of this procedure.

We also noted other assets considered legally restricted in the aggregate amount of $628,088.
Please refer to Exhibit D for the results of the procedures performed.

Procedures:

A. Obtain from the Successor Agency a listing of assets as of June 30, 2012 that are not liquid or
otherwise available for distribution (such as capital assets, land held for resale, long-term
receivables, etc.) and ascertain if the values are listed at either purchase cost (based on book
value reflected in the accounting records of the Successor Agency) or market value as
recently estimated by the Successor Agency.

B. If the assets listed at 7(A) are listed at purchase cost, trace the amounts to a previously
audited financial statement (or to the accounting records of the Successor Agency) and note
any differences.

C. For any differences noted in 7(B), inspect evidence of disposal of the asset and ascertain that
the proceeds were deposited into the Successor Agency trust fund. If the differences are due
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to additions (this generally is not expected to occur), inspect the supporting documentation
and note the circumstances.

If the assets listed at 7(A) are listed at recently estimated market value, inspect the evidence
(if any) supporting the value and note the methodology used. If no evidence is available to
support the value and\or methodology, note the lack of evidence.

Findings: Please refer to Exhibit E for a listing of assets held by the Successor Agency,
excluding assets transferred from the Low and Moderate Income Housing Fund that are not liquid
or otherwise available fo