MEMORANDUM FOR THE
OVERSIGHT BOARD
FOR THE
SOUTH TAHOE REDEVELOPMENT SUCCESSOR AGENCY

To: Oversight Board for the South Tahoe Redevelopment Successor
Agency

Fr.  City of South Lake Tahoe

Re: Agenda ltem New Business (d)

Redevelopment Successor Agency and Oversight Board Roles and
Responsibilities

Attached are various documents provided the entities named on the
document to provide a review of the Roles and Responsibilities of the
Successor Agency and Oversight Board.

In addition, a brief presentation will be provided discussing the roles and
responsibilities of both the Successor Agency and Oversight Board.



10.

OVERSIGHT BOARD (“OB”")

Definitions
a. BOS - Board of Supervisors
b. CA - State of California
c. DOF — Department of Finance
d. OB - Oversight Board
e. RDA - Redevelopment Agency
f. SA - Successor Agency

. Number of OB Members (34179)

a. Seven OB members

. No Compensation (34179}

a. OB members shall serve without compensation or reimbursement for
expenses

b. Issue: AB 1234 Ethics Training may not be required?

Selection (34179) ]

a. One OB member appointed by BOS

b. One OB member appointed by Mavor

c. One OB member appointed by the largest special district -
determined by property tax share

d. Cne OB member appointed by the county superintendent of education
if the superintendent is elected or by county board of education
if the superintendent is appointed

e. One OB member appointed by thé Chancellor of CA Community
Colleges to represent community college districts in the county.

f. One OB member of the public appointed by the BOS

g. One OB member representing the employees of the former RDA
appointed by the mayor from the recognized employee organization
representing the largest number of former RDA employees employed
by the successor agency at that time '

h. The Governor may appoint an OB member to £ill any OB member
position that has not been £illed or any OB member position that
remains vacant for more than 60 days.

i. Fach OB member shall serve at the pleasure of the entity that
appointed such member.

Holding Other Offices (34179)

a. OB member may simultaneously be appointed to up to five OBs

b. OB Member may simultaneously hold an office in a city, county,
city and county, special district, school district, or community

" college district.
Officers of OB (34179)
a. OB must elect a Chairperson
i. Issue: OB may appoint other officers?
OB Reporting Requirement (34179) _
a. OB must report names of Chairperson and OB members .tc DOF
Fiduciary Obligations (34179)

a. OB shall have fiduciary —responsibilities +to holders of
enforceable obligations and the taxing entities that benefit from
distributions of property tax and other revenues pursuant to
Section 34188.

Staff (34179} ,

a. OB may direct the staff of the SA to perform work in furtherance

of the OB’'s duties and responsibilities under AB 26.
Cost of OB Meetings (34179)
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a. The SA shall pay for all of the costs of meetings of the OB and
. may include such costs in its administrative budget.
OB Immunity (34179)

a. OB members shall have personal immunity from suit for their
actions taken within the scope of their responsibilities as OBR
members.

Quorum (34179)

a. A majority of the total membership of the OB shall constitute a

quorum for the transactlon of business.
Action (34179)

a. A majority vote of the total membership of the OB is required for
the OB to take actiomn.

b. All OB actions shall not be effective for three business days,
pending a request for review by the DOF.

Brown Act (34179)

a. The OB shall be deemed to be a local entity for purposes of the

Ralph M. Brown Act.
Public Records Act (34179)

a. The OB shall be deemed to be a local entity for purpoéés of the

Public Records Act.
Political Reform Act (34179)

a. The OB shall be deemed to be a Jocal entity for purposes of the

Political Reform Act.
Agenda (34179)

a. All notices required by law for proposed OB actions shall also be
posted on the successor agency's Internet Website or the OBR's
Internet Web site. ]

i. Best Practice: Set up a separate OB website to reinforce
separate legal entity status of SA. '

b. Must comply with all Brown Act provisions pertaining to agendas
and hearing notices.

i. Best Practice: Agenda should be just for the OB and SA
under official SA letterhead to reinforce separate legal
entity status of SA.

DOF Review of OB Actions (34179)

a. The DOF may review OB actions/decisions.

b. Bll OB actions shall not be effective for three business days,
pending a request for review by the DOF.

c. OB shall designate an ‘official to whom the DOF may make  such
requests and who shall provide the DOF with the telephone number
and e-mail contact information for the purpose of communicating
with the DQF.

d. In the event that the DOF requests a review of a given OB act:n.on,r
it shall have 10 days from the date of its request to approve the

~ OB action or return it to the OB for reconsideration and such OB
" action shall not be effective until approved by the DOF.

e. In the event the DOF returns the OB action to the OB for
reconsideration, the OB shall resubmit the modified action for
DOF approval and the modified OB action shall not become
effective until approved by the DOF. i

July 1, 201e

a. There shall be only one oversight board in the county subject to

a different appointment process.
Termination of OB

a. OB shall cease to exist when all of the indebtedness of the

dissolved RDA has been repaid.



555 12th Street, Suite 1500
Oakland, California 94607
tel 510.808.2000

fax 510.444.1108
WWw.meyersnave.com

meyersinave

MEMORANDUM
DATE: January 16, 2011
TO:  Redevelopment Agency Clients
RE: Compliance with ABx1 26 — Redevelopment Agency Dissolution and

Successor Agency Responsibilities

On December 29, 2011, the California Supreme Court issued an opinion in California
Redevelopment Association v. Matosantos, upholding Assembly Bill x1 26 (codified as
Health and Safety Code Sections 34161-34191) (“ABx1 26™) and invalidating Assembly Bill
x1 27 (the legislation that would have permitted redevelopment agencies to continue
operation if their sponsoring jurisdiction agreed to make certain payments for the benefit of
schools and special districts). As a result, all California redevelopment agencies will be
dissolved, effective February 1, 2012, :

This memorandum summarizes actions that agencies and their sponsoring jurisdictions (the
city or county that formed the agency) must undertake pursuant to ABx1 26, and indicates
the deadlines for such actions as modified by the Supreme Court ruling. Please contact me
or any member of the Meyers Nave Redevelopment Practice Group if you have questions
about ABx1 26 implementation, required actions and deadlines, or pending legislation.

Schedule of Required Actions. L

January 13,2012  Deadline for sponsoring jurisdiction to adopt a resolution declining to
serve as the successor agency to a dissolving redevelopment agency.
The resolution must be filed with county auditor-controller by this
deadline. §34173(d)(1). The legislation provides that if no action is
taken, the city or county that formed the redevelopment agency is
designated as the successor agency. §§34173(a), 34171(j). 1f the
sponsoring jurisdiction declines to serve as successor agency, then any

' All statutory citations are to the California Health & Safety Code.

A PROFESSIQOMAL LAW CORPORATION OAKLAND LOS ANGELES SACRAMENTO SAN FRANCISCO SANTA ROSA  FRESND



To: Redevelopment Agency Clients
Re: Compliance with AB x1 26
Date: January 16, 2011

Page: 2

January 31, 2012

January 31, 2012

city, county, or special district in the county of the dissolved agency
may elect to serve in such capacity. §34773(d)(2). 1f no local agency
elects to serve as the successor agency, a “designated local authority” is
immediately formed to serve such role, with three county residents
appointed by the Governor serving as the governing board of the
authority. §34173(d)(3).

Deadline for sponsoring jurisdiction to adopt a resolution electing to
assume the dissolving redevelopment agency’s housing assets and .
obligations. If the sponsoring jurisdiction does not elect to retain the
dissolving agency’s housing functions, the agency’s housing assets and
obligations are transferred to the local housing authority, or to the State
Department of Housing and Community Development (“HCD”) if there
is no local housing authority If there is more than one local housing
authority, the sponsoring Jurlsdlctlon may select whlch will serve as the
housing successor. §34176(h). >

Deadline for agency to amend the Enforceable Obligation Payment
Schedule (“EOPS™). Until a Recognized Obligation Payment Schedule
is approved by the oversight board (see below), the successor agency
may only make payments for obligations listed on the EOQPS.
$34177(a)(1). All agencies should have previously adopted an EOPS
covering the period through December 31, 2011. §34169(g). Since
there will be a gap between the date redevelopment agencies are
dissolved and the date upon which the ROPS becomes effective, we
recommend that prior to their dissolution on February 1, all agencies
adopt an amended EOPS covering the period through June 30, 2012.
Amendments may be adopted at any public meeting of the agency or the
successor agency. §$34169(g)(2), 34177(a}(1). The schedule must be
posted on the agency’s (and successor agency’s) website, and a notice of
adoption with website information must be delivered to the State
Controller, the State Department of Finance, and the County Auditor-
Controller. §34169(g}(2). The Schedule must list all “enforceable
obligations” (i.e., bond debt service and reserves, loan payments, state
and federal obligations, judgments and settlements, agreements
necessary for agency administration, and other legally binding
contracts), and for each obligation must include: (a) the project name,

2 Proposed legislation (SB 654) provides that a housing authority may decline to accept the
agency’s housing obligations, and provides that in such event, the agency’s housing assets and
obligations would be transferred to HCD.

A PROFESSIONAL LAW CORPORATION OAKLAND LOS ANGELES SACRAMENTO SAN FRANCISCO SANTA RDSA  FRESNO



To: Redevelopment Agency Clients
Re: Compliance with AB x1 26
Date: January 16, 2011
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February 1, 2012

February 1, 2012

March 1, 2012

(b) the payee, (c) a description of the work, product, service or other
purpose for the payment, and (d) the amount payable by month.
$34169(g)(1). Although not required by the legislation, it may be
prudent to list obligations by project area if the agency operated two or
more redevelopment project areas that were not fiscally merged. The
EOPS is subject to oversight board approval as soon as the board has
sufficient members to form a quorum (i.e., a majority of the total
membership). §34177(aj(1), 34179(e). In addition, the State
Department of Finance and State Controller have authority to obtain
documents associated with the EOPS and to file actions to enjoin
violations of the statute. §34777(a)(2).

Redevelopment agencies are dissolved. §§34170¢a), 34172(a)(1). The
dissolved agency’s assets are transferred to successor agencies by
operation of law. §34/75(b). Housing assets (with the exception of any
balance in the Low and Moderate Income Housing Fund) are transferred
to the successor housing agency. §34776(a). Legislation has been
introduced that would (i) extend the dissolution date to April 15, 2012
(SB 659), and (ii) permit the Low and Moderate Income Housing Fund
balance to be transferred to the entity assuming the agency’s housing
functions (SB 654). Passage of each of these measures will require a -
two-thirds’ vote of the State Senate and Assembly.

Successor agency must establish a Redevelopment Obligation
Retirement Fund. §34770.5(a). Funds provided by the County Auditor-
Controller for payment of enforceable obligations are deposited into this
fund. §341835.

Deadline to prepare a draft “Recognized Obligation Payment Schedule”
(“ROPS”) that lists enforceable obligations, payment due dates and
source of payment (i.e., low and moderate income housing fund; bond
proceeds, administrative cost allowance; rents, interest and other
revenues; property taxes to be allocated to the successor agency) for the
period through June 30, 2012. §§34177 ()(1), 34177((1)(2)(4),
34177(1)(3). The ROPS is not effective until it has been certified by an
independent external auditor, approved by the oversight board, provided
to the county auditor-controller, the State Department of Finance and
State Controller, and posted on the successor agency’s website.
$§34177(1)(2). A new Recognized Obligation Payment Schedule must
be adopted for each successive six-month fiscal period. §§34177(1)(3),
34171¢h). Although not required by the legislation, if the agency
operated two or more redevelopment project areas that were not fiscally
merged, it may be prudent to list obligations by project area.

A PROFESSIONAL LAW CORPORATION OAKLAND LOS ANGELES SACRAMENTO SANFRANCISCO SANTA ROSA  FRESNO
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Re: Compliance with AB x1 26
Date: January 16, 2011

Page: 4

April 1, 2012

April 15,2012

May 1, 2012

May 1, 2012

May 15, 2012

January 1, 2013

July 1, 2016

1775952.1

Successor agency must report to the county auditor-controller if the _
property tax to be allocated to the successor agency, together with other
funds available through asset sales and operations, will be insufficient to
pay enforceable obligations and administrative expenses payable during
the next six-month period. §34/83(b). A similar report is due each
successive December 1 and May 1.

The ROPS must be submitted to the State Department of Finance and
State Controller. §34177(1)(3).

Names of oversight board appointees and the oversight board chair must

* be sent to the State Department of Finance. The chair is selected by the

members of the oversight board. §34179(a).

For city redevelopment agencies, the mayor of the sponsoring city
appoints two oversight board members (including one that represents
former agency employees). The county board of supervisors appoints
two members (including one member of the public). The county
superintendent of education (if the superintendent is elected, or the -
county board of education if the superintendent is appointed), the
Chancellor of the California Community Colleges, and the largest
special district by property tax share with territory within the jurisdiction
of the former agency each appoint one member of the oversight board.
§34179(a).

Once approved by the oversight board, the ROPS replaces the EOPS,
§34177(a)(1). Commencing May 1, the successor agency may only pay
obligations listed on the ROPS. §34177(a)(3).

Unfilled positions on the oversight board may be filled by the Governor.
$§34179(b).

Deadlme for California Law Revision Commission to draft Community
Redevelopment Law cleanup bill for consideration by the legislature.
$34189(b).

In counties where more than one oversight board was created, boards are
consolidated into one oversight board per county, with membership as
specified in Section 34179(j).

A PROFESSIONAL LAW CORPORATION OAKLAND LOS ANGELES SACRAMENTO SAN FRANCISCO SANTA ROSA FRESNO
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OFFICE OF THE DIRESTOR

March 2, 2012

Dear County Board of Supervisors, City Administrators, and
Redevelopment Successor Agency Representatives:

The purpose of this letter is to provide information on some of the most important next steps
required to implement Assembly Bill 26, First Extracrdinary Session {(ABX1 28, Chapter 5,
Statutes of 2011), which dissolved redevelopment agencies {(RDAs) effective February 1, 2012
and replaced them with successor agencies. According to our records, your city (or county} has
chosen to act as the successor agency for your former RDA.

Before it was dissolved, your former RDA submitted to the Department of Finance (Finance) an
Enforceable Obligation Payment Schedule (EOPS) which listed the various financial obligations
that the RDA believed to be Enforceable Obligations, as that term is defined by ABX1 26. The
EOPS should be extended until a Recognized Obligation Payment Schedule (ROPS) listing all
enforceable obligations proposed for payment between January 1, 2012 and June 30, 2012 can
be adepted and is valid.

Pursuant to the timeline in ABX1 26 as revised by the Supreme Court’s order, the first ROPS
must be approved in initfal form by your successor agency's governing body no later than

March 1, 2012, The ROPS must be approved by the oversight board in final form no later than
April 15, 2012, and also must be submitted te Finance, the State Controller, and the county
auditor-controller for review no later than the April 15, 2012, Beginning May 1, 2012, only those
payments on an approved ROPS should be made for the period through June 30, 2012, The
ROPS for the peried July 1, through December 31, 2012 must be submitted to Finance and the
county auditor as soon as possible but no later than May 11. This will leave 10 working days for
our review and four working days for the county auditor-controller to prepare to make timely
payments to successcr agencies and taxing agencies on June 1, 2012, as required by ABX1 26,
While Finance will make every effort to reach agreement with successor agencies on items to
be included in the ROPS by those dates, additional time may be needed to review complex
items. Thus we encourage agencies with complex issues to bring them to our attention as soon
as possible.

In order to expedite our review of the ROFS, Finance auditors are currently reviewing the EQOPS
that has been submitted to identify any items which may require more information to assist our
review. We request that your staff cooperate with requests for information. We anticipate that
some items that we do not believe are enforceable obligations may be identified in this process
and we will be providing you with notice of those so that they may be removed from the ROPS.



Finance staff will notify the staff contact for the successor agency within three days by e-maiil if

we are exercising our right to further review items in the ROPS. We will provide notice of which
items we are reviewing within 10 days. After that notice and after May 1, no payment related to

any such items should be made, even if they are on a previously adapted ECPS, until Finance

agrees to the inclusion of the iterm on the ROPS. )

While we hope that agreement can be reached on most items, there are likely to be some items
included on the ROPS on which agreement cannot be reached by the time payments are to be
made to successors and taxing agencies under the law. We believe that the fiduciary duty a
successor agency owes to its undisputed creditors takes precedence over any right to dispute
whether other items are enforceable obligations. We respect the rights of a successor agency
to maintain a different position with regard to such items and recognize that litigation may be
necessary to resolve some disputes. We will endeaver to minimize the cost of litigation by
continuing to research and discuss any disputed items until it is clear that no mutually
satisfactory resolution is possible. Once a payment date is reached, Finance views the
undisputed items to be the ROPS for purposes of distribution of funds from the Redevelopment
Property Tax Trust Fund for that six menth period and will be providing notice to the county
auditor of those items no later than five working days prior to a statutory distribution date. If
resolution of the dispute later determines that an item is an enforceable obligation, it may be
placed on the next ROPS.

The review of the ROPS by the public and the oversight board is very important and adequate
time should be allowed for this to take place. Given these compressed timeframes, we believe
it would be prudent for your oversight board to review, approve, and submit the ROPS to
Finance at the earliest possible time. If we object to any items on your ROPS, this early
submittal will help ensure any problems are resolved before May 1 and May 11 deadlines,
thereby enabling your Successor Agency to make debt payments timely and to receive funding
for all enforceable obligations.

Your successor agency's oversight board has seven members, of whom one is appointed by the
city, two by the county board of supervisors, one by the county superintendent of education, one
by the California Community Colleges, one by the fargest special district by property tax share
with territory in the former RDA's project areas, and one to represent the employees of the
former RDA. Since the ROPS must be approved by the oversight board by April 15, and since
the ROPS cannot be submitted to Finance until it has been approved by the oversight board, we
encourage you to work expeditiously with the various appointing powers to ensure they name
their oversight board members as soon as possible.

Finally, ABX1 26 states that the initial ROPS must be submitted to the auditor performing the
agreed upon procedures audit for review. While it would he preferred that this take place in
conjunction with the completion of the agreed upon procedures audit, this review of the initial
ROPS is a separate action that should not be delayed pending completion of the audit.

County auditor-controllers have until July 1, 2012 to arrange for completion of these audits
pursuant to the California Supreme Court's revised ABX1 26 timeline, and we understand many
auditors may require even longer to actually complete the audits. Consequently, if the auditor
designated by your county auditor-controller states the review of the ROPS cannot be
completed by April 15, we advise you to submit your ROPS to Finance without waiting for the
auditor's review, If, however, your auditor states they will complete the ROPS review by April
15, we advise you to not submit the ROPS until the review is complete. We advise you to
consult your county auditor-controller on the timing of the agreed-upon-procedures audit.



We would appreciate receiving a copy of the auditor's report when it is completed. This will help
expedite review of your ROPS.

The Department of Finance website contains substantial additional information about ABX1 26
that is updated as we develop responses to questions and work with other parties. This can be
found at the following link:

hitp://www.dof.ca.gov/assembly bills 26-27/view.php

Thank you for your attention to this matter. Please direct any questions to Finance staff at
{916) 445-1546, or send an e-mail to: redevelopment_administration@dof.ca.gov.

Sincerely,

Aw-q M,:‘&!SM}""

ANA J, MATOSANTOS
Director



Redevelopment Agency Dissolution Under ABx1 26

Frequently Asked Questions

Q. What are the enforceable obligations for projects partially underway?

Many agencies and parties interested in various projects have asked about instances in
which a “project” may have heen defined very broadly and within it are various actual or
potential land acquisitions, site remediation, site improvements, building construction or
reconstruction, and other work. Some contracts may exist for portions of this broadly
defined project but other components may not yet be fully obligated by contract with
other parties. Work components may be completed or in progress. These questions
revolve around what, if any, portions of these projects can be conS|dered enforceable
obligations under ABx1 26.

A. Generally, Finance believes ABx1 26 provides that written contracts for specific
performance with parties that are not the sponsoring agency are what qualify as
enforceable obligations. Flans, statements of intent, statements of intent to award,
designations of project areas, descriptions or lists of projects, or commitments by the
agency without any counter party (other than the local agency that formed the
redevelopment agency) will not be considered enforceable obligations. Contracts too
vague to be enforceable are also not enforceable obligations. Contracts to develop
future proposals or future contracts are limited to the work that is specified sufficiently so
that it could be enforced. A contract to design something does not imply or become a
contract to construct unless such extension or inclusion is specifically called out in the
contract and compensation is specified for it, such as in a design-build contract.

Specific situations involving bonds that have been sold but for which the specific things
to be done with the bond proceeds are not obligated through contracts for performance
will have to be reviewed to see if obligations to bond holders require such contracts to be
made by successor agencies or whether bonds must be defeased.

While this may result in some work being completed that has little apparent current
value, ABx1 26 provides that the oversight board may terminate contracts and provide
compensation to avoid wastage of funds. Department of Finance encourages successor
agencies and oversight boards to review opportunities to do this as they are constructing
and approving Recognized Obligation Payment Schedules.

There are many different fact situations that will arise that we cannot anticipate or
provide advance guidance on. Finance encourages parties that are concerned about
specific situations to bring them to our attention by submitting questions and information
regarding the specific situation to the Redevelopment Administration website. While we
cannot promise to provide a quick or definitive answer, we will endeavor to do so
whenever possible. We will try to provide a fairly early indication that we think the
situation requires further information and review. Please provide the name, phone
number and e-mail address of a principal contact person with whom we can follow up.

In those cases where Finance and the Controller do not initially come to a conclusion or
need further review time, we are prepared to approve the Recognized Obligation
Payment Schedule (ROPS) without the questioned item, if that is a practical option. If



timing issues require an earlier decision with regard to a Recognized Obligation
Payment Schedule, we may or may not forgo objection at that time but reserve the right
to take action under Sec. 34177 or object to the inclusion of the items in a future ROPS.
Finance and the Controller are prepared to make commitments with regard to future
actions on specific situations ence our review is completed.

Q. Can interagency loans be enforceable obligations? Agencies have been the
recipients of funds provided by sponsoring agencies. In some instances these have
been described as loans. In some instances there have been specified repayment
schedules and terms, in other cases no repayment schedule was specified before the
operative date of ABx1 26. In some instances the repayment schedules have not been
adhered to. ABx1 26provides that until oversight boards are established, no new
repayment schedules can be established. Questions have been raised about a variety
of these types of situations with regard to whether the repayment is prohibited by Sec.
34171 (d) (2).

A. Except for loan agreements made within the first two years of the life of the agency,
or loans that relate to issued securities, the act does not recognize such loans to be
enforceable obligations. Instead effectively it treats them as contributions of funds.

Q. Does AB x1 26 or other law require successor agencies to retain all
redevelopment agency employees, maintain their current contractual
compensation indefinitely, or transfer the employees into city or county jobs
unrelated to successor activities?

A. ABx1 26 and labor law generally do not require the retention by the successor of any
redevelopment employees. The laying off of represented employees is governed by the
applicable memorandum of understanding, if there is one in force. ABx1 26 does require
the MOU to pass to the successor agency until it would expire under its own terms and
provides some authority to transition employees to jobs within the entity that is also the
successor entity.

Q. Does the successor agency merge with or become a part of the city or county
that chooses to perform the duties of the successor agency?

A. Finance views the successor agency as separate employer from the city or county for
labor law purposes. ABx1 26 is provides that the liability of the successor agency only
extend as far as the money available from tax increment and former assets of the
agency will fund. Thus redevelopment employees do not become city employees unless
they already were or if they are hired to do a city job at the discretion of the city.

Finance expects that successor agencies will promptly release any employees who no
longer have work to do, consistent with the terms of their employment contracts, and
retain those employees necessary for the wind down activities. The successor agencies
are authorized however, to use any employees they wish to use for this work.

Q. Does the 5 percent limitation on administrative expenses in Sec. 34171 (b) force
the reduction of staff and related support expenses to this level immediately?

A. No. The limitation applies only to administrative staff and related expenses funded
with property tax. Employees funded with bond proceeds or other project funds do not



count against this limit, nor do employees funded from rents or other revenues or grants.
Generally employees working on specific project implementation activities such as
construction inspection, project management or actual construction would not be viewed
by Finance as “administrative.” The ability to fund project oversight work from bond
funds may be restricted by the terms of each bond.

Additionally we view this as a limit on the amount of property tax that may be retained by
the successor from each distribution of property taxes. Thus administrative costs funded
from retained balances also will not count against this limitation. It is our expectation
that oversight boards will exercise prudence in determining administrative budgets and
project budgets and determining what funding sources to use so as o preserve the
revenues to taxing agencies.

Q. Are unfunded liabilities for pensions and other employee benefits enforceable
obligations that must be paid immediately upon dissolution?

A. Finance is exploring issues related to this with PERS. We hope to have further
guidance on this soon. We expect that many of these costs will be determined to be
enforceable obligations up to the date the employees are separated. We expect some
reasonable payment schedule or reserving schedule can be arranged. The specific
requirements of MOUs or other contractual agreements wili have to be specifically
reviewed. ABx1 26 provides that successor agencies are only liable up to the limit of the
total of property tax allocable to the former redevelopment agency.

Q. Are successor agencies responsible for costs of site remediation or
environmental damages beyond the funds available to the successor agency from
redevelopment revenues and assets?

A. Sec. 34173 (e) states that the liability of a successor agency is limited to the funds
transferred to it by ABx1 26.



Department of Finance — Housing Frequently Asked Questions

Q. Is the low and moderate income housing set-aside required or an enforceable
obligation under AB X1 267

A. The low-moderate income housing set-aside is not a continuing obligation. Thus
payments that would have been made into the fund in the future had the redevelopment
agency continued to exist should not appear on the Recognized Obligation Payment
Schedule (ROPS). While redevelopment agencies may have deposited property tax into
their Low and Moderate Income Housing Fund (Low-Mod Fund) prior to February 1,
2012, no new obligations should have been made against those funds after June 26,
2012. Funds which would have been deposited into the Low-Mod Fund to pay for
enforceable housing obligations, such as payments for housing bond debt service,
should be placed on the ROPS.

Q. Do the housing assets transferred to the sponsoring agency or local housing authority
include funds or other monetary assets in the Low and Moderate income Housing Fund?

A. Unencumbered funds in the Low and Moderate Income Housing Fund are specifically
provided to the taxing agencies for distribution as property tax in Section 34176. Funds
that are encumbered by enforceable obligations may be retained by the successor
agency to satisfy those obligations. With approval of the oversight board, both
obligations and funds to satisfy them may be transferred to the housing successor. The
definition of what is an enforceable obligation for housing is the same as it is for ali other
obligations of the former redevelopment agency. For example, plans, resolutions, project
designations, or other acts of the agency proposing to construct, buy, lease, or remodel
housing, that were not specifically contracted for with an external party prior to June 29,
2011 are not enforceable obligations. No obligations should have been created against
the low-moderate housing fund after June 26, 2011.

Q. For purposes of AB X1 26, what is a housing asset that can transfer o the housing
successor?

A. Housing assets to be transferred to the housing successor agency must be approved
by the oversight board and thus are also subject to review by Department of Finance. In
our view, housing assets are:

1. Any real property, interest in, or restriction on the use of real property, whether
improved or not, and any personal property provided in residences (such as
furniture and appliances) that was acquired for housing purposes (either by
purchase or through a loan) in whole or part with funds from the Low and
Moderate Income Housing Fund (Low-Mod Fund) . The share of the asset value
that should be considered housing assets should be proportionate to the share
of ownership of the asset that is held by the successor agency or if ownership
shares are not defined by contract, in proportion to funding provided by the
redevelopment agency in proportion to the total funding for the project.

2. Any funds that are encumbered by an enforceable obligation to build or acquire
low and moderate income housing as low and moderate income housing are
defined by the Community Redevelopment Law. For this purpose, an
enforceable obligation is defined the same way it is for AB X1 26 generally.



3. A stream of repayments from a loan of Low-Mod Fund money, if the repayments
are encumbered by enforceable obligations to provide low-mod housing or for
enforceable obligations associated with low-mod housing. Otherwise they are
surpius funds that should be provide to taxing agencies.

4. A stream of rents or other payments from housing tenants or operators of low-
mod housing that are enforceably obligated to provide low-mod housing or for
enforceable obligations associated with low-mod housing. Thus money not
contractually pledged for maintenance, operation, rent subsidy, or other specific
purposes associated with the low-mod housing is surplus and should be
provided to the taxing agencies.

We expect that most low-mod housing acquired with redevelopment funds will have
long-term or permanent affordability covenants on it and thus will have little or no market
value. While we expect that most housing built or acquired with low-mod funds will have
long-term restrictions on rents and sales that were required by providers of other
financing involved in the projects, there may be instances where this is not the case. If
the redevelopment agency had sole title to the housing and it was not built with any low-
mod funds and thus is a market property, any rental revenue, or proceeds from sale, and
the property itself are not housing assets that transfer to the housing successor.

We also expect that some projects involving housing are mixed use and could include
governmental-use property, commercial property, market rate housing, and housing that
meets the Community Redevelopment Law definition of low-mod housing. While we
would expect that significant amounts low-mod funds were not used to acquire
commercial property or governmental-use property per se, there could be situations
where title to the various types of properties is in the name of the redevelopment agency
but the value (either of sales of assets or revenue streams) should be apportioned
between the low-mod fund and other funders, including the redevelopment agency
general fund. Such assets may transfer to the housing successor only with approval of
the oversight board. It may be preferable that these assets continue to be held and
managed by the successor agency to the redevelopment agency.



Exhibit H

Distribution, Reporting, and Transaction Periods for Redevelopment Property Tax Trust Funds 4/5/12012
ABX1 26 Dissolution of RDAs
Rel hip to RPTTF Distribution Date
Outflows for the Period
Resource Inflows Period Admini; Cost to Others Reporting for the Period
Siicoossor Estimate of Admin| Estimate of
As Deposit Period of Costs Agency Admin | Residual [Related ROPS due| Cost Allowance |pistripution due
RPTTF As Tax Transactions into Incurred by | SCO Invoices To Fund ROPS Cost Allowance| Pmts to DOF/SCO/AC due to DOF/TE from | Supplemental Info to
Distribution Date | Increment direct PTAF A-C Admin Received  |Pass-thru Payments Transactions Covering Period H&S 34183(a)(3) | H&S 34183(a)(4) from SAS to AC from SA AC be Reported by AC AC Annual Report of Actualg'
H&S 34183(a)(1){4) to RDA H&S 34182(c)(1) H&S 34183(a)|  H&S 34183(a) H&S 34183(d) H&S 34813(a)(1) H&S 34188 H&S 34183(a)(2) H&S 34171(b) H&:S 34188 H&S 34177()) H&S 34177(k) Ha 34182(c)(3) on Estimate H&S 34182(d) Comments
Increment paid to
former RDA 7/1/11-
. 1/31/12 and any pass-| o R
May 16, 2012 Hone s Hoas =t 11112012 to 6/30/2012- 3/1/2012 Draft through payments his st aistiibution s
. 5 existed during 8 synchronized with the period
This date was originally 7112011~ reporting/distribution These Enforceable (Nov 1, 2011) related this Tl the RDAs were still in existence
Jan 16,2012 in bill but : > None' None None None Obligations are to Be None None None 3/1/2012 distributed by AC to None S
1/31/2012 period and accordingly - e 3 and receiving Tax Increment
changed by Supreme thera-ar deoosit Paid by existing RDA/SA 4/15/2012 Final ATEs and any PTAF Distributed 7/1/2011-1/31/2012
Court Decision. a ‘e}ggngo o1 Resources (Dec 15, 2011) (SB2557) that may d of RDA Life if earl
into have ban charged orend o e if earlier.
against this
- distribution.
S By October 1, 2012, AC to Report to SCO/DOF, SA and
: ATEs for the period 2/1/2012 through 6/30/2012:
w
v
= . Property Tax Revenues Deposited into RPTTF
E For deposits made to RPTTF during AC neetés tot . Pass-through payments to ATE
i period 2/1/12 to 4/30/12 2% of prepars esima®%|  ACneedsto . ROPS payment to SA
- S : Distribution for due to DOF/SCO.* | prepare estimates . SA Admin Cost Allowance
77111 7111 May have address any unpaid PTP 7/112012 ROPS during due to DOF/SCO.! . RPTTF Residual Amounts to ATEs
June 1, 2012 to i 100%" to to stemming from Tl distributed to to this Period - on 6/1/2012 DUE AC: 5/1/2012 None .Any reductions due to insufficient moneys available
4/30/2012 4/30/12 4/30/12 RDAs for period 7/1/2011 to 1/31/12. 12/31/2012 iR of. 4/15/2012 DUE AC:
Seems should be a RDA/SA $250k / year 2 Although not required suggest following to also be
obligation, but need to address if not Final Version DUE 4/15/2012 reported:
aid by them. H
P Y DOF: 5/15/2012 .Administrative Costs to County, AC and SCO distributed
from RPTTF
.Distributions of Other Moneys (proceeds from Asset
Sales etc.)
©
- 3% of
s Distribution for By October 1, AC to Report to SCO/DOF, SA and ATEs
~ 5/1/2012... 5/1/2012... 5/1/2012... 5/1/2012... 1/01/13... ROPS during for the previous period 7/1 through 6/30:
I Jan 16, 2013... to 50%" to to to to this Period - on Jan 16 10/1/2012..8 10/1/2012...% 11/1/2012... None
é 12/31/2012... 12/31/2012... | 12/31/2012... 12/31/2012... 6/30/13... minimum of : gifﬂpsits if;]to R:;;‘TF
? ows from 2
i $250K/ year* ..Pass-through pmts
@ .. ROPS payment to SA
S 3% of .. SA Admin Cost Allowance
- Distribution for i
= 1/01/2013... 1101/13... 1101/13... 10113, 710113... 2 . Rk Residual Amounts OAIES & 7o,
t + OPS during s 5 .Any reductions due to insufficient moneys available
i June 1, 2013... 0 50% to to to to his Period - on June 1 4/1/2013... 4/1/2013... 5/1/2013... None AR
r 3 . 430113 this Peri .Distributions of Other Moneys (proceeds from Asset
; 4/30/13... 30/13... 4/30/13... 4/30/18... 12/31113... minimum of Sales etc.)
& $250K/ year*

* RPTTF Resource Inflow Period Ending cut-off dates of 12/31/xx & 4/30/XX are to allow time for Auditor to balance activity, calculate distribution and prepare necessary reporting as noted in Tax Managers Guidelines.
1 Counties may vary on when they assess the Ptax Admin fees so this could be split between the two period cycle which for the first year of implementation the first cycle might have been already charged to the RDA Tl that was distributed or one annual amount in either period.
} The Successor Agency's Administrative Cost Allowance (minimum annual amount is $250k) to be distributed as set forth in semi-annual estimates reporting to AC, subject to "true-up" in following period to actual. See footnote ] below.

§ Although no reporting date is specified by code, DOF established these deadlines which are 30 days prior to the Auditor's requirement to report estimates, except for SA's ROPS reporting for the period 7/1/2012-12/31/2012 to be due 4/15/2012 to AC and 5/15/212 to DOF.

- Any estimated items on prior period ROPS is to be "trued-up" on following period's ROPS by reporting the Prior Estimate, Prior Actual and difference which is to be netted against current period ROPS

11 Although no reporting date is specified by code, DOF requires Successor Agencies to submit their estimated Administrative Cost Allowance as separate schedule along with ROPS (see previous footnote). Current period estimate to include "true-up" of prior  Actuals to prior Estimates with difference being netted against current period estimate.

u Although not required in code, suggest annual report of deposits, and outflows for RPTTF including any necessary reductions due to insufficient funds continue to be reported to DOF, SCO, SA and ATEs along with distributions of other moneys for years beginning FY 2012-13
** This period is to include the 2nd major installment of Secured/Unsecured Tax Increment. Those counties, if any, that normally distribute this installment in May, will have to change their process to ensure it is included in this period.

AC  Auditor Controller

DOF State Department of Finance
SCO State Controllers Office

TE Taxing Entities

PTAF Property Tax Administration Fees (R&T 95.3 - SB 2557)

SA  Successor Agency of former RDA
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ABX1 26 Redevelopment Dissolution Bill

| - Introduction
A) Background

The California Community Redevelopment Law (CRL), which was first enacted in
1945 and expanded in 1951, allowed cities and counties to establish
redevelopment agencies (RDAs) to address blight. In 1952, voters approved a
constitutional amendment to ailow tax increment to fund redevelopment projects
and to be pledged for repayment of bonds. Although redevelopment may help
revive localized blight and equalize economic activity, post Proposifion 13 this
essentially diverts resources from schools, counties, spec;al districts and core
city services such as faw enforcement, fire protection, rpad maintenance, parks,
libraries and other local services. With the difficult.ecénomic times in California,
the State had been re- evaluatmg the use of ¢ax mcrement f nanclng for
redevelepment- act:vmes e — R

Shortly after taking office in January 2011 newly elected Governor Brown, as part
of budget development, targeted the dissolution of‘RDAs as a way“to provide
more resources to local governments in the long term as well as to help with the
state budget in the short term. This resulted in"dfaft bill fanguage circulating in
February which included these key pravisions: 1)-The cessation of all RDAs with
Successor Agencies being establishéd to wind down* RDA affairs; 2) Oversight
Committees to oversee the Successor Agenmes 3) Réquires repayment of all
recognized obligations -of the RDAimcludlng the, continuation of pass-through
payments to Affected Taxing-Entities; 4) Réquires county auditors to audit RDAs;
5) Requires county auditors to perform the calculations and administration of the
redistribution of the tax increment due the former RDAs tfo all affected taxing
entities except enterprise districts- and, in -the first year only, to the State as a
grant to help fund publlc heaﬁh and safely (courts).

As the budget process contmued through the spring, mirror bills AB101/SB77
were introduced in each house: that contained substantially the same language of
the February draft except that enterpnse districts were no longer exciuded from
sharing in the remaining tax increment. During this time RDA supporters
introduced counterproposals for “reform” as SB 286 /AB 1250.

As the current leglslatlve session ended neither AB101/SB77 were passed by
either house. During the first extended session the legislature passed one day
before the State Budget deadline ABX1 26 & ABX1 27, a two- bill package
affecting RDAs. As the original budget bill submitted by legislature June 14,
2011 was vetoed by the Governor the two bill package along with other trailer
bills was not submitted. When the new budget bill was passed ABX1 26 & ABX1
27 were submitied fo the Governor who signed them on June 28 and became
chaptered on June 29.
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ABX1 26 Redevetogr_nent Dissolution Bill

ABX1 26 (the Dissolution Act) the first of the two-bill budget package which
carries forward much of the same language and key concepts of AB101/8SB77
except that the “Public Health and Safety grant’ to the State was eliminated. In
essence this bill phases out the current tax increment funding mechanism for
redevelopment agencies and returns properiy tax revenues to schools, special
districts, cities and counties to help sustain their core functions.

The second bill, ABX1 27 (the Continuation Act), allows redevelopment agencies
to avoid dissolution by opting into the Voluntary Alternative Redevelopment
Program (VARP). To qualify for the VARP the sponsor community of an RDA
must agree to pay its proportionate shares of $1.7 billion:in FY 2011-12 and $400
million annually for subsequent years to the County: Auditor for redistribution
locally. K-12 schools receive the vast majority of.thé. payment in the first year,
which will help the State budget by reducing backKfill requirements fo schools. In
subsequent years a portion of the payment is sredistributed*to: special-districts
providing fire protection services and transjt districts and the remalnder goes o
K-12 schools. Failure by the sponsor communlty to make the required payment
wifl make their RDA subject to Dlssolutron under ABX1.26. The property tax
administration functions of ABXT 27 are. *covered in ‘a separate guideline

document. B L

ER e
e B

On July 18, 2011, the California’ “Redevelopment’ A’ssomatlon (“CRA™ and the
League of California Cities (“League?) filed a’petition for-writ of mandate with the
California Supreme Court, requesting..the Court 1. declare unconstitutional two
bills that were passed-ds “pért of thé -2011-2012 State Budget - AB1X 26 and
ABX1 27. CRA apd the Leaguge conteng that these two bills are unconstitutional
because they violate Proppsrtron 22 whlch ‘was passed by the voters in
November2010 Cete LT T

: #
4§ @ =

On August 11 2014, the Calrfornla Supreme Court issued an order in Callforn:a
Redevelépment Assn. v. Matosantos (S184861), directing the parties to show
causes why the relief squght in-the petition for a writ of mandate should not be
granted The court establlshed an expedited briefing schedule designed to
facilitate -6ral argument- as early as posswble in 2011, and a decision before
January 15, 2012

In the exiended sesﬁsit’m, the legislature drafted a cleanup bill ABX1 /SBx 1 8 to
address some technical issues with both the Discontinuation and VARP bills.
SBX1 8 was passed by the legislature on the last day of the session and sent to
engrossing and enroliing. The Governor vetoed this bill to allow the
unadulterated bills to be adjudicated by the Supreme Court.

On December 29, 2011, the Calrfornla Supreme Court issued their demsmn
declaring that ABX1 27 was invalid and that ABX1 26 was valid with the
exception of H&S §34172(a}(2). The Supreme Court also utilized their power of
reformation to revise the effective dates or deadlines in part 1.85 of the law
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arising before May 1, 2012 by four months with the notable exception of actions
to be taken by September 1, 2011 (e.g. §34173(d)(1)) were extended by 15 days,
i.e., January 13, 2012 rather than January 1.

B) Overview & Key Concepts of Bill

Under ABX1 26, Dissolution Act, the failure of the legislative body of the
city/county (Community) to enact a continuation ordinance to enable its
redevelopment agency (RDA) to continue normal operations on or before
October 1, 2011, will lead to the dissolution of the .RDA and/or community
redevelopment commission as of October 1, 2011 (H&S §341 70(a)).

Under ABX1 26, as of October 1, 2011 redevelopment agenmes and community
redevelopment commissions in the|r authority-to-act-as-an- ‘RDA will cease-to- exist
unless opting into the VARP. Until that date,-RDAs are prohibitéd from specific
redevelopment actions (new redevelopment ‘actlwty and incurrence-of debt) other
than payment of existing indebtedness and _performance of existing’ contractual
obligations. ABX1 26 creates and establishes, the duties of Successor Agencies
and Oversight Boards, and imposes requirenients on county auditor-controllers.
The county auditor-controller duies include auditing the obligations of RDAs
entering dissolution and the admtnzstenng of the Rédevelopment Property Tax
Trust Fund established for each RDA to’ ired|str|bute its tax increment under
specified formulas. The, restrictions on. RDA operattons are intended to preserve
the revenues and assets 6f RDAs so. that those resources not needed to pay
enforceable obligations may be available_for use by local governments to fund
core governmental services. "ABX1 26 “also allows a community development
commission to retain'its authorlty in-its capamty as a housmg authority or for any
other communlty development non- redevelopment purpose. However, unused
balances in the L:ow and*Maderate Income Housing Fund would be transferred to
the Successor Agency and dlsbursed to the local taxing entities.

The blll also requrres the Caillfornla Law Revision Commission to draft a
Community Redevelopm_ent Law cleanup bill for consideration by the Legislature
by January13 2013

C) Guideline Ob|ec__titi'es

As with previous guidelines developed to implement other provisions of law, the
objective of these guidelinés are to: (1) develop a reasonable document counties
may rely upon as an accepted standard to follow in complying with the statutes,
(2) promote uniformity in the implementation of the statutes and (3) eliminate un-
necessary and costly time consuming and burdensome documentation and
record keeping.
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Il -~ Overview of Restrictions of RDA Activities, Effect of Dissolution of
RDAs & Successor Agencies

A) Effect of RDA Dissolution and Restrictions

Effective October 1, 2011, all redevelopment agencies and redevelopment
agency components of community development agencies will be dissolved (H&S
§34172(a)(1)) and no longer exist as a public body, corporate or politic. Authority
to transact business or exercise powers previously granted under the Community
Redevelopment Law (Part 1, commencing with H&S §33000) is withdrawn from
former RDAs (H&S §31472(b)) Examples of authority withdrawn from
community redevelopment agencies includes, incurring new indebtedness or
expanding existing monetary or legal obl|gat|pns ~amending agreements,
entenng into contracts (for complete restrictions’ see H&S §34161 through

Any actions taken by the RDA that conﬂrct wrth the referenced section
above are considered void. . -

No legislative body or locall government shalf have the statutory authority to
create or otherwise establish : a hew redevelopment agency or community
development commission (H&S §34166) The Supreme Court invalidated the
bill's provision allowing a community in which an. agency.has been dissolved may
create a new agency once the successor entify has paid off all the former
agency's enforceable obhgatrons (H&S. §34172 (a) (2))

Despite this dlseelutlon cqrr]munlty deve[opment commissions retain their
authority to act in its-capagity* as. a. housmg authority. Community development
commissions.derive their adthority sdlely from federal or local laws, or from state
laws otherthan the Communlty Redevelopment Law (H&S §34172 (a)).

The" 0|ty, county, or C|ty and county that authorized the creation of a
redevelopment agency: may elect to retain the housing assets and functions
previously performed by" the redevelopment agency. Upon such election, all
rights, powers, duties, and obligations, excluding any amounts on deposit in the
Low and Moderate Income Housing Fund, shall be transferred to the city, county,
or city and county (H&S §34176(a)).

If no one elects to retain the responsibility for performing housing functions, all
rights, powers, assets, liabilities, duties, and obligations associated with the
housing activities of the agency, (excluding any amounts in the Low and
Moderate Income Housing Fund), shall be transferred as follows:
» Where there is one local housing authority in the territorial jurisdiction of
the former redevelopment agency, to that local housing authority.
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e \Where there is no local housing authority in the territorial jurisdiction of the
former redevelopment agency, to the Department of Housing and
Community Development.

e \Where there is more than one local housing authority in the territorial
jurisdiction of the former redevelopment agency, to the local housing
authority selected by the city, county, or city and county that authorized
the creation of the redevelopment agency.

B)_RDA Resgohsibilities

Untii a Successor Agency is authorized, RDAs are ~required fo make all
scheduled payments for enforceable obligations (defmed in H&S §34167(d)) and
perform all required activities related to enforceable " obligations, such as

-continuing disclosures and preservation of tax—exempt status of interest payable

on outstanding bonds. For complete responsibilities, see H&S §347169 (a)
through (h). .

The revenue and assets of RDAs that are not needed fo pay for ‘enforceable
obligations of the RDA are to be preserved for use. by local governments to fund
core government services such as pollce fire and schools (H&S §34167(a)).

RDAs must adopt an Enforceable Obllgatlon Payment Schedule at a public
meeting by August 29, 2011 (w1th|n 60 . days -of effective date) H&S
§34169(g)(1), and are reqwred to. post .the $chedule on the agency or its
sponsoring community’s website. The-sehedule may be amended at any pubiic
meeting of the agency and amendments must be posted on the agency's website
at least three (3): -days prior to.fhaking a payment pursuant to such amendments.
The RDA is to transmit the’ Enforceable Obligation Payment Schedule to the
County Augditor -ControIIeT the State’ Controller and the Department of Finance

- by mail orelectronically. Alternatlvely, a notification indicating the location on the

mternet ‘website of the schedule and schedule amendments is suﬁ' cient to meet
this reqmrement

The Enforceabie Obltgatlon Payment Schedule must include the foIIowmg
information for each obllgatlon
e The prOJect name associated with the obligation.
¢ The payee.
» Short description of the nature of the work, product, service, facility, or
other thing of value for which payment is to be made.
» The amount of payments to be made, by month, through December 2011.

RDAs are required to prepare a preliminary draft of the initial Recognized

Obligation Payment Schedule and provide it to their Successor Agency by
September 30, 2011.
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C) Successor Agencies

The Successor Agency will be the Sponsoring Community of the Redevelopment
~ Agency (RDA) unless it elects not to serve in that capacity. In that case,
pursuant to H&S §347173 the Successor Agency will be the first taxing entity
submitting to the County Auditor-Controller a duly adopted resolution electing to
become the Successor Agency. For special rules applied to successor agencies
for RDAs in the form of a Joint Powers Authority (JPA) see H&S §34173.

Successor Agencies to the former redevelopment agencies are granted all
authority, rights, powers, duties and obligations previously vested with the former
redevelopment agencies, under the Community Rédevelopment Law that
remains in existence (H&S §34173 (a and b)). :

All assets, properties, contracts, leases, books and recerds, buildings, and
equipment of the former redevelopment agency are transferred on October 1,
2011, to the control of the Successor Agency. (H&S §34175(b)). Successor
Agency’s liability is limited to the extent of.the total sum of property tax revenues
it receives and the value of assets transferred’ to |t (H&S §34173(e)).

Pledges of revenues assomated with enforceable obllgatrons of the former
redevelopment agencies are to be ,*honored. - The cessation of any
redevelopment agency shall not affect eithér the pledge the legal existence of
that pledge, or the stream of revenues avar!able to meet the requirements of the
pledge. (H&S §341 75 (a}) :

The actions of the Successor Agency wrli be directed, monitored, and in some
cases approved, by a seven. member Oversrght Board.

For a complete list of Successor Agency responslbllltres see H&S §34177;
Examples of Successor Agency responsibilities include:

. Contrnue to make payments due for enforceable obl[gatrons of the former
RDA.. :

. Enforce 4l former redevelopment agency rights for the benefit of the
taxing entltces

. Expeditiously dispose of assets and properties of the former
redevelopment agency as directed by the Oversight Board and transfer
these funds to the county auditor-controller for distribution as property

- tax proceeds. :

« Effectuate the transfer of assets to the appropriate entity designated
pursuant fo H&S §3417176.
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Remit unencumbered balances of redevelopment agency funds to the
county auditor-controller for distribution to the taxing entities, including,

. but not limited to, the unencumbered balance of the Low and Moderate

Income Housing Fund. In making the distribution, the county auditor-
controller shall utilize the same methodology for allocation and
distribution of property tax revenues provided in H&S §34188.

Prepare a Recognized Obligation Payment Schedule for each six month
period of each fiscal year, including identifying one or more sources of
payment (H&S §34177(1)(1)) for all Enforceable Obllgatlons of the former
RDA.

Prepare administrative budgets for Over3|ght Board approval and pay
administrative costs (See “Admlnrstratlve Cost AIIowance |n definition of
Terms) : T

" The proposed administrative budget- shall include all of the followmg

1. Estimated amounts for Successor. Agency administrative costs for the
upceming six-month fiscal period. - )

2. Proposed sources of payment for the costs (H&S §34177()(1)).

3. Proposals for arrangements for administrative and operations services
provrded bya mty, county crty and county, or other entlty

Provide administrative cost estlmates to the eounty auditor-controller for
each six-month - fiscal ‘period. - .The cost estimates are based on the

‘approved admrmstratlve budget and are paid from property tax revenues

deposited in_ the Redevelopment Property Tax Trust Fund.

A Recogmzed Obllgat!_on Paym_ent Schedule shall not be deemed valid unless all
of the following conditions have: been met:

By November 1': 2011, a draft Recognized Obligation Payment
Schedule is prepared by the Successor Agency for the enforceable
obligations. of the former redevelopment agency.

From October 1, 2011, to July 1, 2012, the initial draft of that schedule
shall project the dates and amounts of scheduled payments for each
enforceable obligation for the remainder of the time period during which
the redevelopment agency would have been authorized to obligate
property tax increment had such a redevelopment agency not been
dissolved, and shall be reviewed and certified, as to its accuracy by an

external auditor designated pursuant to H&S §34782. '
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e The certified Recognized Obligation Payment Schedule is submltted to
and duly approved by the Oversight Board.

e A copy of the approved Recognized Obligation Payment Schedule is

~ submifted to the county auditor-controller and to both the State
Controller's Office (S8CO) and the Department of Finance (DOF) and is
posted on the Successor Agency’s internet web site.

The recognized obligation payment schedule may be amended by the Successor
Agency at any public meeting and shall be subject to the approval of the
Oversight Board as soon as the board has sufficient members to form a quorum

The Department of Finance and the State Controller shali each have the
authonty to require any documents assomated W|th the recognlzed obllgatlons to
Department, and the State Controller shall eaéh have standlng to file a judlmal
action to prevent a violation under this: part and to obtaln mjunctl\re or other
appropriate relief. ‘

Nothing in the act adding this part is to be constried as preventing a Successor
Agency, with the prior approval ‘of .the Overssght Board, as described in H&S
§34179, from making payments for enforeeable obligations from sources other
. than those listed in the Recogmzed ®b||gat|on Payment Schedule.

Agreements, contracts other arrangements

Commencing on’ the operatlve date of this part, agreements, contracts, or
arrangements between the: crty or eounty, or city and county that created the
redevelopment agency- and-the redevelopment agency are invalid and shall not
be binding ori the Successor Agency; provided, however, that a successor
entity_ ‘wishing to entef-or reenter into agreements with the city, county, or city and
county’ that formed the redevelopment agency that it is succeeding may do so
upen obt‘ammg the approval of its Oversight Board.

However, any of the followmg agreements are not mvahd and may bind the
Successor Agency: -

o Aduly authorized writien agreement entered into at the time of issuance,
but in no event later than December 31, 2010, of indebtedness
obligations, and solely for the purpose of secunng or repaying those
indebtedness obligations.

) A written agreément between a redevelopment agéncy and the city,
county, or city and county that created it that provided loans or other
startup funds for the redevelopment agency that were entered into within
two years of the formation of the redevelopment agency.
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» A joint exercise of powers agreement in which the redevelopment agency
is @ member of the joint powers authority. However, upon assignment to
the Successor Agency by operation of the act adding this part, the
Successor Agency'’s rights, duties, and performance obligations under that
joint exercise of powers agreement shall be limited by the constraints
imposed on successor agencies by the act adding this part.

For purposes of this chapter with regard to a redevelopment agency that
becomes subject to this part pursuant to Section 34195, only references to
“October 1, 2011,” and to the “operative date of this part’ shall be modified in
the manner described in Section 34191. All other dates shall be modified only as
necessary to reflect the approprlate fiscal year or portlon of a fiscal year.

D[ 0versught Boards (H&S §34179I 34180, 34181 l _

Each Successor Agency will have an Over31ght Board consnstmg of seven (7)
appointed members (H&S §34179(a)(1).through (10)). An Overenght Board
directs the Successor Agencies in winding down redevelopmént activities
pursuant fo H&S §347187 and must approve certam actions taken by the
Successor Agencies as defmed m H&S §34180:

The names of Oversight Board members along W|th their elected chairperson,
shall be reported to the Department of Finande (DOF) by May 1, 2012. Positions
not filled by May 15, 2012 or any pdsition that" reémains vacant for more than 60
~ days, may result in-Govémor appointment to fill any vacancies. (H&S §34179
(b)). Any individual may smultaneously be appointed to up to 5 Oversight
Boards and may.hold an office'in a city, ounty, city and county, special district,
school district, or commumty college d|strlct unless the offices are incompatible
(see GC §1699) : _

Oversught Boards have flduclary respon5|blllt|es to holders of enforceable
obllgatlons and taxmg entities, that benefit from distributions of property tax and

other revenues pursuant to H&S §34188. They have the authority to appeal any

judgment-or fo set aS|de any seftiement or arbitration decision (H&S

§34171(d)(1)(E))) and also approve the administrative cost allowance (H&S

§34171(b). -

Because the DOF may review any action of the Oversight Board, all actions shail

not be effective for three business days (pending a request for review by the

department). If the DOF makes a request to review an action, the DOF will have -
10 days from the daie of the request fo approve the action or return it to the
board for reconsideration. If this happens the action cannot be effective until the
. DOF approves. This means the Oversight Board will have to resubmit to the
DOF until approved. Each Oversight Board shall designate an official to whom
the DOF may make a request. In doing so the Oversight Board is responsible to
provide the DOF with the telephone number and e-mail contact information.
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On or after July 1, 2016 Counties that have more than one Oversight Board
shall only have one Oversight Board (H&S §34179(j)).

If the Oversight Board has vacancies not filled by July 15, 2016 or any position
that remains vacant for more than 60 days, the Governor may appoint individuals
to fill any Oversight Board member position (H&S §34179(k)).

Oversight Boards will cease to exist when all of the indebtedness of the
dissolved redevelopment agency has been repaid (H&S.§341 79(m)).

E} Stabilization of Labor and Employment Relatlon

H&S §34190 attempts to stabilize the labor - and employment relations of
redevelopment agencies and successor agencies. This act i ot intended to
relieve any redevelopment agency of its “obligations, prior to the-digsolution, a
redevelopment agency shall retain the authority to meet and confer over matters
within the scope of representation (H&S §34190{b)) The Successor Agency
shall:
o Become the employer of 'all*employees of the redevelopment agency as of
the date of the RDAs dlssolutzon (H&S §34190(e))
» Retain the authority fo bargarn over matters within the scope of
representation. .’
e Assume the -obligations under any memorandum of understanding
between the’ redevelopment agency and the employee organization as of
the date of the redevelopment agency’s dissolution.

Costs incurred by the local egen'cj e:moloyler representatives in performing those
duties and’ responsrbllrtres are not reimbursable as state-mandated costs (H&S
§34190(f)) '

Transferred memorandums of understandrng and the right of any employee
organrzatron representrng such employees to provide representation shall
continue as long as thé memorandum of understanding would have been in
force, pursuant to its own terms.

o After the exprratron of the transferred memorandum of understanding, the
Successor Agency shall continue to be subject to the provisions of the
Meyers-Milias-Brown Act

o Note: The purpose of the Meyers-Milias-Brown Act is to promote
full communication between public employers and their employees
by providing a reasonable method of resolving disputes regarding
wages, hours, other terms and conditions of employment between
public employers and public employee organizations.

« Individuals that are formerly employed by redevelopment agencies that
are subsequently employed by successor agencies shall, for a minimum of
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two years, fransfer their status and classification in the civil service system
of the redevelopment agency to the Successor Agency.
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lIl — Auditor-Controller Responsibilities

A) Overview and Key Concepts

Under this bill revenues that would have been distributed fo redevelopment
agencies prior to their dissolution will instead be deposited by County Auditors
into Redevelopment Property Tax Trust Funds (RPTTF) created in the County
Treasury for each dissolved RDA. The County Auditor administers the RPTTF
and disburses twice annually from this fund pass-through payments to affected
faxing entities, an amount equal to the total of obligation payments that are
required to be paid from tfax increment as denoted <dn the Recognized
Obligation Payment Schedule to Recognized Obligation Retirement Funds
(RORF) established in the treasury of the Succes$sor’ ‘Agencies, and various
allowed administrative fees and allowances. . Any remaining balance is then
distributed by the County Auditor back to.-affected taxing: entities- under a
prescrlbed method that accounts for pass-throtigh payments. The County Auditor
is also responsible for distributing other shoneys received from the Successor
Agency (from sale of assets etc.) to the affeeted taxmg entities.

Successor agencies in turn will use the amounts deposﬂed into their respective
RORF for making payments on the. principal of -and interest on loans, and
moneys advanced to or indebtednéss mcurred by the dlssolved redevelopment
agencies (H&S §34172(d)) . e :

While some RDAs aré. anttmpated fo |mmed|ately go ito Dissolution on Oct 1 of
2011 at the onsetof-this bill, other RDAs that originally opted into the Voluntary
Alternative Redevelopment Program under ABx1 27 may also enter Dissolution
at some pomt in the future s e et s , :

Under this Ieglslatlon the Audttor—ControIIer is not expected to make substantial

changes to currentpfoperty tax distribution cycles and other basic property tax

processes Tothatend Audltor-ControIIers are expected to follow other

published guidance for the calculations of tax increment calculations and pass-

through payments. However, under some circumstances this legislation may

require the Audijtor-Controller to reduce the amount of pass-through payments to
- certain Affected Taxmg Entities.

This Ieglslatlon grants the State Controller's Office overS|ght over Auditor-
Controller actions required under the biil and further provides a three day delay in
effectiveness for all such actions to allow the SCO the opportunity to request a
review.

Broadly speaking under this legislation the county Auditor-Controller is

responsible for the following activities and functions which can be classified as
one-time and ongoing.
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One-time:

Causing or performing an “agreed upon procedures” audit of each RDA
being dissolved within the county. As this is an “audit” activity rather than
a property tax administration function it will not be covered in these
guidelines. The Stafe Association of County Auditors may issue separate
guidelines to cover these activities.

Establishing new Redevelopment Property Tax Trust Fund (RPTTF) for
each RDA that enters dissolution

-Reporting

Ongoing:

' Calculating the amount of Property Tax Revenues that wculd have been
" due the former RDA as Tax Increment

Administering the RPTTF, mcludrng deposrts dlstrrbutlons and reportmg of
related activities

| Distributing other moneys received from the Successor Agency (proceeds

for asset sales and unencumbered funds) and related reporting.

All actions taken by the Audltor-ControIIer reiated te this legislation are not
effective for three busrness days subject to review: by the State Controller.

B) One Time Actrvrtres when RDA Enters Dlssolutron

1. Cause Audlt of RDA addressed in other guidelines

_2 Creatlon of. Redevelopment Property Tax Trust Funds

a. For each RDA entering dissolution the county auditor-controlier
shall create a Redevelopment Property Tax Trust Fund

- {RPTTE) in the county treasury. [H&S §34170.5(b) & H&S
§341aﬂ

b. The RPTTF should be set up as interest bearmg wrth the earned
interest being deposited into the fund.

c. The county auditor-controller shall administer the RPTTF for the
benefit of the holders of enforceable obligations and taxing
entities that receive pass-through payments under this part
[H&S §34182(c)(2.)

d. Accounting should be done at the Project Area level and County
‘Auditor-Controllers may wish to consider establishing separate
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accounts within the RPTTF (or separate RPTTFs) for RDAs with
separate project areas to facilitate accounting and reporting.

3. Results of First Year Reporting

i Property Tax Revenues deposﬂed to the RPTTF.

s Pass-through payments made to Affected Taxing
Entities. :

iii. Recognized OﬁligatiOn Payment Sch‘é&ule (ROPS)
paymenis remltted to SueceSsor Agencies:

iv. Admlnlstratave Cos’t Allowances paid to Successor
Agenclesy o . _

V. Remduai amounts dlstrlbuted to Affected Taxmg
" Entities. ~.* M

'.vi. Any reductlons to distributions due to insufficient
moneys available fo satisfy enforceable obligations
per H&S §34183(b) seelll C 2 b vil page 24

b _<This repertmg should be summarized by each RDA and detailed
by prolect area if appropriate. Pass-through payments and
reS|duaE dlstrlbutlons should also be reported at the affected
taxing ent|ty level.

B Tc. Countles should consider providing these reports to the public
‘ ; via web access.

C) Ongoing Activities
1. Calculation of Property Tax Revenues

The Property Tax Revenues (the tax increment that would have
gone to the RDA as if it still existed see Chapter E-3 of the Property
Tax Managers Reference Manual) are to be deposited following the
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county’s regular distribution cycles into each RDA's Property Tax
Trust Funds (RPTTF) as follows:

a.

Calculate the Secured (including State Assessed) & Unsecured
Tax Increment using the August 20th equalized roll [§34782(c)]
due the former RDA.

Deposit into the RPTTF the amounts of tax mcrement calculated

- ~above for:

Successor Ag

. Secured
» Unsecured

Supplemental & unitary revenues: due the former RDA are to be
deposited into the trust fund as normally apportioned.

If necessary the amount of tax revenues calculated to be due
the Successor Agency should be reduced for both any annual
tax increment caps in the_ former RDA’s plan and the “Wind
Down” reduction amount per.H&S §34187. The “Wind Down”
reduction amount is required’ when obligations on the prior
ROPs have been ‘paid-off, mature”d or otherwise been satisfied.

.....

reduced under certain sduatlons (See C2bviii page 25).

For . FY 2011 12 forward do not give the former RDA’s .
ency any tax increment for pre-1989 bonds.

. Note For FY 2011 12 the RDA Increment will most likely be
‘mcluded .in the tax rate calculations for pre-1989 bonds. The

reaspn for this is that at the time of the tax rate calculation which
if any RDAs will be entering the voluntary continuation program
(H&S §34183(a)(1)) may not be known. However, since all
RDAs are entering dissolution due to the Supreme Court

* decisign, upon dissolution effective date do not distribute the

bond-tax to the RDA,; rather distribute it back to the taxing entity

that issued the bond and is levying the tax.

Note: That some RDAs may have pledged or may otherwise be
dependent on the Tax Increment related to pre-1989 bonds to
have sufficient funds for debt service. In this situation, contact
the Department of Finance and State Controller for guidance.
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Administration of the RDA’s Property Tax Trust Fund (RPTTF)

The RPTTF for each former RDA being dissolved under this
legislation is administered by the county auditor-controller for the
benefit of holders of former RDAs’ enforceable obligations and the
taxing entities that receive pass-through payments pursuant to Part
1.85 starting with H&S §34770. . Administration of the RPTTF
consists of three basic functions: deposits, distributions and
reporting. The legislation defines that most distributions are to be
performed twice each year on the following cycles:

Distribution Date | Covers ROPS fo be paid . | Alf Other Distributions

Jan 16" Jan 1 through June 307" “|May 1% through-Dec 31
June 1% July 1% through De¢ 371 _5‘ through April 30"

| The amounts drstrlbuted for ROPS are forward lookrng to the next

six month period while all, other distributions are actuals for the
perrod indicated. This will- create possible conflicts ‘with ROPS
requiring payment between Jan 1-'& Jan 16 which should be
resolved by the Successor Agency including estimates of these
payments on the pfior -period ROPS. 1o ensure enough money will
be available for “dry” perlod payments

a. Deposits |

The Audltor is to deposit property tax revenues that would have

been distributed- fo the: former RDA as tax increment had this bill
not been &nacted into theé rfespective Successor Agency’s RPTTF.

See Section’ [II C1 (page 17) Calculation of Property Tax Revenues
on the detalis how to calculate this amount.

i. “-Do Not Deposit Other Moneys Received from Successor
Agencies into the RPTTF. See Section Il C3 (page 26)
Distributions of Other Moneys Received from Successor
Agencies.
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b. Distributions from the RPTTF

Distributions of the property tax revenues deposited into each

former RDA’s Property Tax Trust Fund (RPTTF) are to be made in

this priority:

»  Administration fees to Auditor for administering this bill & to

the County Property Tax Administration fees (SB 2557 etc.)

»  Pass-through Payments

» - Obligation Payments on the ROPS that are required to be paid
' from Property Taxes

»  Successor Agency Administrative Cost Allowance

= Invoices from the SCO for Audit & Overs:ght

] Res:dual Balance

Before any amounts other than property tax administrative fees due
the Auditor-Controller/County are to be distribuited out of the
RPTTF, a series of calculations must be performed ‘to determine
whether the amounts to be ‘distributed-as pass-through payments
exceed the cap put in place by thls Eeglstatton

In essence, if there ,,_ls,;= any resmlu_al- _.amount to be distributed, the
legislation limits an"ATE’s .distribution to.no more than the ATE’s
share of the residual distribution ‘calculated as if no pass-through
payment was made. “Should "an "ATE’s pass-through payment
exceed ‘this caleulated amount it must be reduced. If, however, the
pass—through payment is less than this limit, then the ATE is to
receive an additional payment from the residuai balance so that
when- added {0 the -pass-through payment equals the calculated

+ gap L
o mp' Nowm ¥
WA g LI A

ThIS cap scheme is to avoid situations where an ATE may become
unjustly enrlched at the expense of other ATEs. This | likely.

s would affect those ATEs with very high negotiated pass-through

Version 8

j and basic aid pass—through payments.

'F’erform the followmg calculations prior to making any distributions

from the RPTTF: [See Distribution Model Exhibit CJ:

i. 'Admmlstratwe Fees: Before maklng any distributions, the
auditor is first to deduct the following administrative fees
(H&S §34183):

1. A-C direct fees — The amount of costs incurred by the

auditor to administer this part, including the cosis to audit
and the administration of the RPTTF.
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2. 8B2557 — The amount of property tax administrative fees
that is to be charged against the property tax revenues
deposited into the RPTTF. Although not specified,
administration fees for supplemental taxes (R&T §75.60)
are not to be affected by this legislation.

ii. Pass-through Payments

2. Do not distribute the pass through payments at this time
as they may reqmre further- adjustments. See vi -
Resndual Balance for' poss;ble adjustment

3, Pass—through payments may or may not be reported on
ROPSIEOPS ' . : ,

4. .ATE property tax shares for purpose of calculating the
'"'pass-thl_rough payrents and possible adjustment required
under H&S §34188(a) are:

.a, To- be' .determined on the current property tax
- ddllocation” laws at the time of the calculation (H&S
§34188(b))

b To exclude the Sales and Use Tax Triple Flip (R&T
. §97.68) and the VLF Swap (R&T §97.70). (H&S
- - 34188(b))

- ¢ For school entities, including ERAF as defined as
L R&T §95()

i. Recognized Obligation Payments

1. Distribute amounts to Successor Agency’s Recognized
Obligation Retirement Fund (RORF). This distribution is
limited to the sum of the obligation payments noted on
the Oversight Board approved Recognized Obligation
Payment Schedule (ROPS) that are reguired to be paid
from property taxes. {H&S) 34183(a)(2)
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2. The ROPS covers six month periods beginning Jan 1
2012 through June 30, 2012 and are to be filed with the
Auditor so that January 16 distribution funds the January-
June period and the June 1st distribution funds the July-
Dec period.

3. Items on the ROPS are to be funded in this priority:
a. Debt service on tax allocation bonds.

b. Payment on revenue bonds where revenues pledged
are insufficient and agency s tax increment revenue is
pledged. et

c. Payments on other debt I|sted -on ROPS that are
required to be paid by TI.

4. Differences between actual . payments made and the
estimated obligations on the’ ROPS must be reported on
the subsequent ROPS.  -The Auditor-Controller shall
adjust the amount to be. transferred to the Successor
Agency for depes:t into -its RORF for payments listed on
its ROPS. . The amounts and accounts shall be subject to

| audlt by audltor-contrellers and tfie SCO. (H&S §34186)

:Successor Agency s: Admmlstratlve Cost Allowance

H&S §34171

1. Based on authorization by the Oversight Board, pay the
.Successor Agehcy administrative cost allowance per
H&S §34171(b).

" “a. For Fiscal Year 2011-12 only the administrative cost
- allowance is limited fo 5% of the amounts of revenues
allocated to the Successor Agency.

"B. For Fiscal Year 2012-13 and following, the
administrative  cost allowance is limited to 3% of the
amounts of revenues allocated fo the Successor
Agency’s RORF, with a minimum of $250,000, or
lesser amount if agreed to by the Successor Agehcy.

¢. The aliowance must exclude administrative costs that

can be paid out of bond proceeds or sources other
than property taxes.
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-8CO Bilings H&S §34183(d) — Before distributing the
Residual Balance (See vi. below) pay any invoices
presented by the SCO for their costs of audit and oversight.

Residual Balance: Twice a year on a January 16" and June
1% cycle distribute the residual batance of the RPTTF to local
agencies and school entities per H&S §34788.(a) School
entities include K-14 districts, ERAF, and county
departments of education.

The calculation of the Residual Balance requires a test to
determine if the pass-through paymients calculated under
‘Section ii above need to be adjusted

~ The balance of the RPTTE after dlstrlbutlons required above
in sections 1.i. through 1.iv, is calculated as follows:

a. Step 1 Deterfnine the amount of RPTTF to be
distributed. ThlS is the- ‘actual amount of cash
available for dlstnbutlon after distributions for items i.
throughv above

h. Step 2. Determlne the amount available to be
_ distributed- after deductmg thé ROPS payments and
f-Successor Agency’s Administrative Cost Allowance

C (a8 |f the pass-through payments were not yet paid).

i --Take the - balance of the RPTTF after paying
--admmsstratlon fees to Auditor, County and SCO.

‘ u ~ Subtract the amount of the ROPs payment.

S ‘Subfract the amount of the Successor Agency’s
' Admmlstratlve Cost Allowance.

|v Subtract amounts of invoices presented by the
: SCO for Audit and Oversight. (H&S 34183(d))

v. This amount is allocated to the Affected Taxing
Entities by the ATE’s proportionate share of
property tax revenue in the TRA for that fiscal
year. (H&S 34188)

o

Step 3 Sum by Affected Taxing Entity (ATE) the
amount of pass-through payments distributed from
the RPTTF (under 11.A.2 above).
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if the total amount of pass-through payment for an
ATE exceeds the amount determined for that ATE
under 5b4 Step 2 above, then reduce the pass-
through amount by the difference.

It is recommended that any adjustment to pass-
through payments be posted as separate entries:
one for the entire pass-through payment and
second offsetting adjustment as requ1red by this
paragraph.

If the total amount of pas,SEthrough payment for an
ATE is less than the amount determined for that
ATE under 5b4 Step 2 above, then allocate the
difference to the'ATE as an additional payment.

For those ATEs with no pass-through payments
allocate additional paymients equal to the amounts
determined under 5b4 Step 2 above.

Dzstribute the pass—‘through overages calculated
under (1a) as redyctions to those affected
agencies and. dlstnbute the additional payment

calculated under (2b) & (3c)

d Whlle Ieglslatlon is wntten as if the RDA is comprised

of only a single TRA and is comprised of only one
_,prcject area, for purposes of these guidelines it is

) recommended that

Auditors may use weighted average TRA factors

- for project areas with more than one TRA.

For RDAs with multiple project areas, the auditor
should consider performing these calculations at
the individual project area. In some
circumstances (for example, when debt is issued
over multiple projects areas) a combined approach
may be appropriate.

vii. Insufficient funds

1.

If the Successor Agency reports to the auditor-controller
that there is not enough money in the RORF (H&S
§34183(b)), from other funds transferred from the RDA,
or from asset sales and all redevelopment operations to
make the distributions required in sections 1.i. through
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1.iv. in each six month fiscal year period according to the
ROPS, the auditor-controller shall:

a. Notify the SCO and DOF within 10 days of notification
from the Successor Agency,

b Verify that there are insufficient funds and report the
findings to the SCO.

2. The Successor Agency must report to the auditor-
controller that there are insufficient funds no later than
December 1, 2011, and May'. 1, 2012, and each
December 1 and May 1 thereafter..

3. If the. SCO concurs that there is :nsuff cient funds, the
amount of deflclency shall be deducted as is available
from the followrng sources in the following- order

a. From the amount fo be. dlstrlbuted related to any
residual balance determmed in section 1.v. above,

b. From the amount to e drstrrbuted for the Successor
Agency administrative coét a[lowance as determined
J m sectlon1 iv. above

‘¢c. :From the amount to be dlstrlbuted for pass-through
payments as determined in section 1.ii. above, if the
RDA made the pass-through payment obligations

_ subordinate to 'debt service payments required for

L *enforceabie obhgatlons and only for servicing bond
_‘debt

“Wmd Down” Reduction Amount - H&S Section 34187

As current!y written, the legislation contains a wind down
provision that requires the amount of Tax Revenues (former
Th),.going to the Successor Agency to be methodically
‘reduced as obligations on the ROPS are satisfied.

- This section requires that as an obligation lisied on the

ROPS is paid off or retired, the property tax revenue that
would have been used for the payment of that obligation is to
be distributed to taxing entities in the same manner that
property tax would be apportioned per R&T. This would be
cumulative in effect, meaning as more obligations are
satisfied, the less Tax Revenues would be distributed to the
RPTTF.
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ABX1 26 Redevelopment Dissolution Bill

In practical terms this is fo be implemented as a Tax
Increment Cap.

This could create problems with having sufficient tax
revenues remaining in the RPTTF tfo satisfy the payments for
obligations on the ROPS in situations where the payment
requirements for the remaining debt increase upon the
payoff of other debt. The clean-up legislation SBx1 8
(approved by the legislature but vetoed by the Governor)
attempted fo address this issue by adding a provision that
this wind down was limited to the extent it doesn’t impair the
ability to make required ROPS payments

Accordingly, if and until future: Ieglslat:on declares otherwise,
it is interpreted that this proyision is o be implemented to the
extent that it does not impair the ability to make the required
ROPS payment. This -means auditors may have to do
multiple and iterative. calculations .of initial amounts of Tax
Revenue, the reductuons for satlsfled obligations, net Tax
Revenue to be deposited mto RPTTF and the subsequent
distributions’ to: determine if . sufficient balances remain to
satisfy the ROPS «distribution’ rfequirement. This process
may have to* be repeated muitlple times before any
distributions aré-dctually made fo-ensure any adjustments to
,_“wmd ‘down” reductlon of tax revenue under H&S §34187
is necessary '

. eDlﬁerences in estumated and actual payments on the ROPS

"are, to-be reporfed - lgy ‘Successor Agencies on subsequent

ROPS" and shall ‘adjust (‘true-up”) the amounis to be
transferred fo the RORF. H&S Section 34186. Both the
Audltor-Controller and SCO have authority to audit the
estimates afd actual amounts H&S Section 34186.

¢. Reporting

‘Estimated amounts to be' distributed from the RPTTF

Actual amounts distributed are not currently required, but
recommend that the same information required for the first
year under H&S §34182(d) be continued to be reported
annually by Oct 1.

Page 26 of 29 Last printed 1/24/2012 8:49:00 Al



3.

Version 8

ABX1 26 Redevelopment Dissolution Bill

Distributions of Other Moneys Received from Successor
Agencies

a.. The auditor is required to distribute other moneys received from

the Successor Agency. as it wraps up the affairs of the former

‘RDA. These moneys couid be the Proceeds from Asset Sales

(H&S §34177(e)) and Unencumbered Fund Balances (H&S
§34177(d)) submitted by the Successor Agency

These other moneys are not to be deposited into the RPTTF
as the legislation also does not specifi cally allow it.
Furthermore, it has been mterpreted that the RPTTF is
restricted for only the admlnlstrahon of Property Tax Revenues
(Tax Increment that would have gone to former RDA).
Accordingly, other moneys if riof distributed as of the date of
receipt by the auditor will need to be deposited into another
trust/clearing fund adm:nlstered by the audltor

. These moneys are to be dlstnbuted under the methodology set

forth under -H&S §34188 whicli-requires the distribution to be
based upon each-ATE's proportional share of property tax
revenues in the tax rate area(s) in that flscal year.

1. ATE property ‘tax shares for purpose of calculating the
pass-through payments and possible adjustment required
under H&S §34188(a) are:

a. To Ine determmed on the current property tax
apportfonment laws at the time of the calculation
(H&S §34188(b))

b Te exclude the Sales and Use Tax Trlple Flip (R&T
' §97 88) and the VLF Swap (R&T §97.70). (H&S
+ §34188(b))

2. Calculate Factors based on Property Taxes that would have

_-gofie to ATE had it not been for the RDA. Do not use the

TRA allocation factors as these only reflect the proportionate
share of future taxes to be allocated.

. The Iegislation does not specify the timing of these .other

distributions. However, it is suggested that they be performed
by the auditor as of the same day the other revenues are
received. Otherwise, the other moneys will need to be
deposited into another trust/clearing fund.
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5, Effects on other Property Tax Administration functions

a. Starting January 1, 2012, the ROPS supersedes the Statement
of Indebtedness (SOIl), which no longer needs to be prepared
(H&S §34177(a)(3) for those RDAs under the Dissolution Act.

b. No specific changes are required to county’s current property
tax distribution cycles by this legislation.. However, if current
processes would not allow sufficient amounts of property tax
revenues (Tl) to be deposﬂed tlmety enough to make the
required distribution dates a ceunty may need to modify its
processes. Any county that does not apportion Tax Increment

in approximately even amounts during the fi scal year may be

affected.

6. Reporting Requirements

The followmg reportlng is requ:red of the Auditor-Controller:

- )

To Be Reported B - * Deadline Report To
Estimates of amounts to be allocated and dlstrlbuted R i,November 1and ATEs
out of the property tax revenues depos;ted mto the ,“May 1 of each year | receiving
RPTTF H&S §34182(c)(3) ¢ distributions
DOF
Property Tax Revenues or Sums Remltted or Pald October 1, 2012 SCO
-To the RPTTF relateti 46 each fomer RDA _' One Time Onl DOF
-To each agency receivifig ‘pass-through’paynients RBZ '"Ie ~nly per
-To each Successor. Agency.for payments on thé ROPS D en{enng Andasa
-To each Successor Agency for the administrative cost Issoluton courtesy:
allowance ’ : R dthi Successor
-To each ATE for any residual balafge b e°°mt'."e” § 5 | Agency &
Any anfounts deducted from other distributions due | °° con“mu; st | ATES
to insufficient funds H&S.§34182(d)(1-6) 322:’3 y anerirs
Notification by ‘Successor Agency of insufficient funds Within 10 days of SCO
for ROPS payments H&S §34183(h) Notification by DOF
Successor Agency
Verification by A-C of insufﬁcient funds for ROPS After verification of | SCO
payments H&S §34183(b) insufficient funds
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IV- Key dates

On and after October 1, 2011, and until a Recognized Obligation Payment
schedule becomes operative, only payments required pursuant to an enforceable
obligations payment schedule shail be made. The initial enforceable obiigation
payment schedule shall be the last schedule adopted by the redevelopment
agency under Section 34169. However, payments associated with obligations
excluded from the definition of enforceable obligations by paragraph (2) of
subdivision (d) of Section 34171 shall be excluded from the enforceable
obligations payment schedule and be removed from the last schedule adopted by
the redevelopment agency under Section 34169 prior to the Successor Agency
adopting it as its enforceable obligations payment schedule pursuant to this
subdivision.

From October 1, 2011, to July 1, 2012, a. Sucoessor Agency shall have no
authority and is hereby prohibited from aceelerating paymeht or making any
lump-sum payments that are intended to prepay loans unless such accelerated
repayments were required prior to the efféctive date of this part.

By December 15, 2011 for the period of January 1, 2012, to June 30, 2012
inclusive submit the first Recognized Obligation- Payment Schedule to the
Controller’s office and the Department of . Flnance

Commencing on January 1, 2012, only those payments listed in the Recognized
Obligation Payment: Schedule may be'made by the Successor Agency from the
funds specified in the Recognlzed Obligation Payment Schedule.

Commencing January 1, 2012 the. Recognlzed Obllgatlon Payment Schedule
shall supersede the - Statement of- indebtedness, which shall no longer be
prepared nor have any ef'fect under the Communlty Redevelopment Law.

Former redevelopment agenoy enforceable obligation payments due and
reasonable or necessary administrative costs due or incurred prior to January 1,
2012, shall be made from property tax revenues received in the spring of 2011
property tax: dlstrlbutlon and from other revenues and balances transferred to the
Successor Agency. . -
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IV- Key dates

On and after October 1, 2011, and until a Recognized Obligation Payment
schedule becomes operative, only payments required pursuant to an enforceable
obligations payment schedule shall be made. The initial enforceable obligation
payment schedule shall be the last schedule adopted by the redevelopment
agency under Section 34169. However, payments associated with obligations
excluded from the definition of enforceable obligations by paragraph (2) of
subdivision (d) of Section 34171 shall be excluded from the enforceable
obligations payment schedule and be removed from the last schedule adopted by
the redevelopment agency under Section 34169 prior to the Successor Agency
adopting it as its enforceable obligations payment schedule pursuant to this
subdivision.

From October 1, 2011, to July 1, 2012, a Successor Agency shall have no
authority and is hereby prohibited from accelerating payment or making any
lump-sum payments that are intended to prepay loans unless such accelerated
repayments were required prior to the effective date of this part.

By December 15, 2011, for the period of January 1, 2012, to June 30, 2012
inclusive submit the first Recognized Obligation Payment Schedule to the
Controller’s office and the Department of Finance.

Commencing on January 1, 2012, only those payments listed in the Recognized
Obligation Payment Schedule may be made by the Successor Agency from the
funds specified in the Recognized Obligation Payment Schedule.

Commencing January 1, 2012, the Recognized Obligation Payment Schedule
shall supersede the Statement of Indebtedness, which shall no longer be
prepared nor have any effect under the Community Redevelopment Law.

Former redevelopment agency enforceable obligation payments due, and
reasonable or necessary administrative costs due or incurred prior to January 1,
2012, shall be made from property tax revenues received in the spring of 2011
property tax distribution, and from other revenues and balances transferred to the
Successor Agency.
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ABX1 26 Redevelopment Dissolution Bill

- Exhibit G
Definition of Terms

Administrative Budget — budget for administrative costs of successor agencies
provided in H&S §347177. The following are some of the activities for which
successor agencies may be entitled for the payment of administrative costs:
implementation/payment of enforceable obligations or those items in the
Recognized Obligation Payment Schedule; prepare or provide documents to
DOF and SCO as requested; maintain reserves required by.indentures or agency
bonds; dispose of assets as directed by Oversight Boarg -té..(H&-S 34171 (a))

Board paud from property tax revenues to Succe: Sor [ m\%& For FY 2011-12
this allowance is up to 5% of the property ta icated to Stggessor Agency; for
FY 2012-12 and thereafter, this amount id%o 3% of property: gx allocated to

SRR

excludes administrative cost paid out of<t
than property tax. (H&S §34171 (b))

5, & city and county, spemal

Affected Taxing Entities (AT
_elow) that are within in a

districts, and school entities (inj ly e

Designated Loca Mﬁjthorlt i co blic body formed with all the powers and
duties of a Su Yeither a sponsoring entity nor a local

void as violali ing debt limit or public policy
» Contracts or agreements necessary for the admlnlstratlon or operation of
the Successor Agency

Enforceable Obligation Schedule (EOS)- The schedule of Enforceable

Obligations prepared and adopted by the RDA within 60 days of the effeciive
date of the bill or within 60 days of entering dissolution.
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ABX1 26 Redevelopment Dissolution Bill

Indebtedness Obligation — bonds, notes, certificates of participation, or other
evidence of indebtedness, issued or delivered by the RDA, or by a joint exercise
of powers authority created by the RDA, to third party investors or bondholders to
finance or refinance redevelopment projects undertaken by the RDA.

Oversight Board — an appointed body comprised of 7 members selected by the
county’s Board of Supervisors, city mayor, county superintendent office of
education, Chancellor of California Community Colleges, special district, and
from the recognized employee organization representing the former employees
of the RDA. The Oversight Board provides direction to the Successor Agencys
activities in winding down the affairs of the former RDA. .

Recognized Obligations — obligation. listed in- the Recogmzed Obligation
Payment Schedule

Recognized Obllgatlon Payment Schedule - the document which sets the
minimum payment amounts and due dates. of payments required by-enforceable
obligations for each six-month fiscal period per H&S:§34177. Please see the
definition of Enforceable Obligation to identify. some of the items which may be
included in this payment schedule. Also, effective’January 1, 2012, this schedule
supersedes the Statement of mdebtedness which- shall no lenger be prepared
HE&S §34177(a)(3). LT L

Residual Balance - The -actual ceeh balarice if any ‘in the RPTTF remaining
after all other requ|red drstnbutlons under H&S 34183 have been made for the
period.

School Entity — school dlstncts communrty college districts, the Educational
Revenue Augmentatron Fund and the: ceunty superintendent of schools (R&T

§o5(f))

Sponsor Communrty . the city, the county or the clty and county that created
the RDA. .

Successor Agency - the cities, counties, a city and county that authorized the
creation of each redevelopment or another entity as provrded in H&S §34173 |

“Wind Down” Reductlon Amount (33487) ~ the amount that Tax Revenues

.-due Successor Agencies are to be reduced for obligations on the ROPS that
have been paid-off, retired or other satisfied.
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